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Taken at the ‘Ohana nursery school, an onsite day care center at the Head Office/Komaki Plant.

Firstly, we would like to sincerely thank our stakeholders for their
continuous support.

Since its establishment in 1943, the Company has used its
automation and fluid control technologies as a foundation for
contributing to manufacturing (monozukuri) sites around the
world through a diverse lineup of products that meet the needs of
the times. Under our Corporate Philosophy of Innovation of Fluid
Control and Automation, we are aiming to use technological
innovation and value creation to resolve social issues through the
development, production, and sale of automatic machinery and
component products, alongside related services. We have also
revised the 10-Year Vision: GO CKD!, our long-term management
vision originally formulated in 2016, twice in accordance with
changes in the business environment. In this way, we will
continue to move forward while strengthening long-term
initiatives focused on the 10-year period to fiscal 2025.

As part of this, we decided to lead the Company under W
Engine (double engine), a new management structure that
separates management and business execution functions, with
the Chairperson (CEO) handling long-term management
decision-making while the President (COO) works to achieve
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Representative Director, President

and Chief Operating Officer

short- to medium-term targets, starting from June 2021. One
year has passed since the launch of this structure. In fiscal 2021,
the business environment remained uncertain due to factors
such as the impact of constraints on the supply of raw materials
and components, particularly semiconductors, and the
resurgence of the COVID-19 pandemic. Despite this, we realized
considerable year-on-year improvements in both revenues and
profits due to robust demand for semiconductors and continued
capital investment in the manufacturing industry.

Fiscal 2022 will be the first year of Medium-Term Management
Plan: Exciting CKD 2025, our fifth medium-term management
plan covering the four years to fiscal 2025. We have positioned
this plan as a period for achieving the 10-Year Vision: GO CKD!
and building a foundation in preparation of our next long-term
management vision. We have planned for an intriguing four years
together with our stakeholders, during which we will contribute
to the sustainability of society and create new value through our
business, with an eye on the next 10 years. These are the
intentions we aim to convey through the CKD Report 2022. We
hope it will facilitate dynamic dialogue with all our stakeholders.
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About This Report

e This publication aims to provide all stakeholders with an
understanding of the overall picture at CKD. Published as
an integrated report, this report brings together summaries
of financial information, such as medium- to long-term
management strategies, value creation and business
performance as well as non-financial information, including
that relating to the environment, society and governance
(ESG).

e This edition is based on the International Integrated
Reporting Framework of the International Integrated
Reporting Council (IIRC) and Global Reporting Initiative (GRI)
standards.

e We will use integrated reports as a tool to communicate
with our stakeholders to make social contributions through
our business, to realize a sustainable society and to improve
corporate value.

Positioning of the Integrated Report

Financial information Non-financial information
Integrated report
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Disclaimer

The forward-looking statements with regard to the business forecasts contained in this report are based on information currently available to the

Company and certain information deemed reasonable, and do not constitute a guarantee. Actual results may differ significantly due to a variety of

factors.
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@ CKD’s Values

Automation Technology Tree of Growth

Our pursuit of automatic machinery development and diversification sprung from the seeds of vacuum tube

manufacturing equipment. We have used our core technologies as a platform to establish new machinery

for the Futu re product fields and continue to develop technologies that meet customer needs. Going forward, we will
provide wide-ranging support to monozukuri (manufacturing) worldwide with our myriad of product lineups.
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CKD’s Values

CKD’s Strengths

1 Two core businesses: Automatic
Machinery and Component Products
to contribute to solving social issues

Automatic Machinery Business

To meet the rising demand for automation and labor-saving due to the shrinking labor force, we work to
strengthen the functions and expand the applications of the image inspection technology that we have
cultivated through our pharmaceuticals packaging and circuit board mounting processes. Furthermore, we
advance product development with ICT to ensure production stability and productivity, thereby supporting our
customers’ manufacturing operations.

Automatic Machinery

I 3D solder paste
1 — y [ inspection machines

Automatic packaging e 8 —— e

systems o P Lithium-ion battery

(pharmaceutical products) /..~ \ manufacturing
X machines

&

Medical and healthcare

'd

Offering meticulous maintenance services for optimal operations
of components

CKD Field Engineering Corporation, which specializes in the maintenance of automatic
machinery, supports safe and secure operations. Our technical experts provide total
solution services, ranging from periodic inspections to repair, and improvement
solutions.

A long history that started with automatic machinery

Plant of Chukyo Electric Established in 1943, CKD has been developing, designing, and

Co., Ltd. (Nagoya, Aichi)  manufacturing automatic machinery, including equipment for
e n 1945 vacuum tube manufacturing and fluorescent lamps, since 1947.
CKD has continued to innovate since its establishment based on
automation and fluid control technologies and currently operates
through two core businesses: Automatic Machinery and
Component Products. CKD’s strength lies in the fact that it is
one of the few companies worldwide that handle both.

As a leading machinery manufacturer in Japan with a diverse
product lineup, we will support manufacturing operations
worldwide and grow into a real global company that offers totally
new lifestyles and services.

Current Head Office/
Komaki Plant
(Komaki, Aichi)

CKD Report 2022

Component Products Business

Multiple CKD products, such as fluid control components and drive components, work in tandem to contribute to monozukuri
(manufacturing) worldwide. Recent years have seen factories make progress in incorporating loT into their operations, and that
has spurred demand for machinery capable of interacting within a variety of networks. In the Component Products, we are
addressing a host of needs, including to respond to the advancement of loT technologies, automation and energy conservation
within a framework for development that leverages our core technologies while collaborating closely with our customers.

Pneumatic related components Drive components Fine system components

4

" 4
Linear slide hands Electric actuators Chemical liquid valves
Monozukuri

Electronics

Technologies used in various
manufacturing processes

Offering customized products
in the form of system units
We promote integration and systemization

to meet the needs for space-saving and
high functionality.

We fully provide products applicable to diversified usage

environments, such as FP Series for food manufacturing, W
) . Series for outdoor use, P4 Series for rechargeable battery

Nitrogen gas . ) .

extraction unit manufacturing, and G Series for welding.

High-quality design

In addition to its performance, product design is crucial to make
our products the first choice for customers. CKD has a long
history of design, having received more than 100 Good Design
Awards since 1980. In overseas markets, we must align our
product designs to global standards. We cannot survive as a
manufacturer in the age of globalization without offering high-
performance and well-designed products. CKD has enhanced
its product designs and, thanks to such efforts, received the iF
DESIGN AWARD, a prestigious international design award, and
other accolades. We will further explore beauty in industrial

products and continue to provide value-added solutions.

Pneumatic grippers [Grippers for collaborative robots: RLSH/RHLF/
RCKL Series] received the Good Design Award 2020
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CKD'’s Values

l CKD’s Strengths CKD’s Strengths '

2 Research and development 3 Global network
Capabllities to realize value Creatlon To deliver the best products, technologies, and services to our customers promptly and

reliably, we have established a network covering Europe, North America and Latin
America, and Asia .
We promote building close relationships worldwide, and fully support our customers.

Maintaining departments that specialize in intellectual property, CKD works to further improve
corporate value by managing intellectual property for all CKD Group companies and proposing and
implementing intellectual property strategies. Our intellectual property strategies involve
implementing detailed measures that reflect CKD business strategies based on close collaboration

between intellectual property departments and development and technology departments. . .
Global Production Bases and Sales Offices note: converted ckp maua sRL into a subsidiary in April 2022,

Intellectual Capital
Net sales fiscal year ended March 81, 2022) Number of bases (s of yuy 31, 2022) Consolicated number of employees el escened v 31, 222

Number of patents held @sofmarcnat, 20229 Research and development expenses fisca 2021 Newly developed products (iscal 2021) 2
- ¥142.2 viion 17 Obases 4,660
1,583 ¥3-64 billion 63 ?

CKD Europe B.V.
CKD Corporation EUROPE BRANCH 1 Sales offices

I Development process of our core technologies CKD ITALIASR.L. B Production bases
CKD KOREA CORPORATION
CKD (China) CORPORATION

We carry out new product development by
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. . . 2]
our development project system. By dedicating Qualit D [l [Biveie Liies - 1 o
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website (in Japanese). ) )
quality. terms of quality.
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¥1 8,1 55 mition ¥22,343 million ¥96,552 million ¥5,1 48 mition
I TeChnOIogy Chart 41 bases 56 bases 58 bases 15 bases
CKD'’s core technologies are categorized into the automatic machinery business, which includes pharmaceutical products packaging machines, Q
and the component products business, which includes pneumatic and fluid control components used in equipment automation. We have Té
customers from various industries, including semiconductors, healthcare, food products, and automobiles. We use these core technologies to D tic Producti B d Sal Offi 8
) . ) . ) ) . ) ) ) ®
fulfill various requirements from users, such as energy-conservation, eco-friendliness, downsizing, high-speed operations, high-frequency use, omestc Froduction bases an ales Ices o
and longer service life. Going forward, we will engage in further R&D and business development based on our Corporate Philosophy. ’ 2
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Message from the CEO
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Kazunori Kajimoto

Representative Director,
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and Chief Executive Officer

Leveraging the strengths of the W Engine
structure to navigate in a highly uncertain
operating environment

CKD was established in 1943 as a developer and manufacturer
of electrical components for aircrafts, and in 1945 it launched a
business of developing, designing, and manufacturing automatic
machinery such as production equipment for vacuum tubes and
fluorescent lamps. Next year, in 2023, we will celebrate the 80th
anniversary of the Company and throughout this long history, we
have pursued technological innovation based on our automation
and fluid control technologies to expand our business to cover a
wide range of factory automation (FA) equipment, including
pneumatic and fluid control components. We have been a close
partner to customers in Japan and overseas, supporting their
monozukuri (manufacturing) through our business while also
advancing efforts to make social contributions and realize a
sustainable society.

In recent years, there has been a significant change in
awareness regarding social issues and the global environment.
As a result, we are entering a transition period in which
companies will not only need to adapt their businesses in line
with changing times and needs in order to grow profits, but also
to fundamentally rethink their roles in society and reason for
existing.

Since 2019, we have been advancing company-wide efforts
to achieve the Sustainable Development Goals (SDGs), led by
the SDG Promotion Committee (now the Sustainability
Committee).

Also, in our mainstay business, we have been working to
realize technological innovation that can contribute in areas,
such as environmental impact reduction, and automation and
labor-saving at customers’ businesses, by developing low
environmental impact products that leverage our core
automation and fluid control technologies.

Although the social outlook remains unclear, we will strive to
accomplish both social contribution and sustainable growth as a
company. To achieve this, we think it is essential to build a
structure that allows us to view issues from both short- to
medium-term and long-term perspectives, make decisions in a
way that considers the entire Company, and steadily implement
the policies we have set.

With this in mind, in June 2021 we launched a new
management structure that separates management and
business execution functions through the Chief Executive Officer
(CEO) and Chief Operating Officer (COQ). As CEOQ, it is my role
to ascertain management direction from a long-term perspective
while our COO, President Okuoka focuses on executions and
achieving short- to medium-term targets. In other words, we
both act as engines, driving the Company forward through a W
Engine (double engine) structure.

While this first year has involved much of finding our direction
with constant trial and error, we are now able to demonstrate the
strengths that come from forming a tag-team of two different
individuals. We consider how the Company should be from two
distinct perspectives, long-term and short- to medium-term, and
furthermore, President Okuoka and | have had very different
careers - my background is in sales while his is in production. |
provide advice from a sales viewpoint and guidance based on
the Company’s history, and during this first year in my
appointment in particular, | have focused on providing President

Okuoka with support that allows him to concentrate on
execution. On the other hand, President Okuoka’s insight as
someone who has worked in production means that he is often
sharing issues and opinions regarding the production frontline
that provide me with new realizations.

Going forward, we will continue to leverage the strengths of W
Engine to strengthen the Company’s management foundation.

Realizing a decarbonized society is a
priority issue that the world will work
together to achieve

Looking back at the business environment in fiscal 2021,
alongside the prolonged impact of the COVID-19 pandemic that
had continued since the previous year and the longstanding
concerns of sharply rising materials prices and supply chain
disruptions, both society and companies had to face a new
challenge that threatens global stability and sustainability in the
form of an energy crisis prompted by Russia’s invasion of
Ukraine.

The world shares the target of achieving a decarbonized
(carbon neutral) society by 2050, but finding a way to balance
decarbonization while tackling the energy crisis will be difficult.
Movement is already underway to revise clean energy policy with
the priority placed on avoiding immediate emergency situations
in regard to energy, resources, and food supplies.

With geopolitical risks, such as friction between the U.S. and
China, and also continuing unabated, the risk factors concerning
our business that we need to monitor are the prolongation of
high resource prices and supply chain disruptions. However,
even taking these situations into consideration, the fact remains
that realizing decarbonization is essential to the survival of
humanity and the planet. Realizing a decarbonized society by
2050 is an objective that cannot be changed and the world must
work together to achieve it.

Each country is already formulating specific policies as part of
a transition period with the aim of avoiding economic turbulence
while gradually realizing decarbonization. Even if decarbonization
efforts are slowed in the short-term, there is a shared
determination worldwide to keep the long-term goal in sight and
to continue working to achieve it.

We can say the same about company management. As a
company, even though we share the same long-term goal, the
objectives we need to achieve in the short-term period of a
single quarter to a year and the medium-term period of three to
five years are different. Also, while we are heading in the same
direction, sometimes we need to switch measures in
accordance with changes in the times or when faced with the
decision of whether to put certain plans on hold in anticipation of
an emergency situation.

Under our long-term management vision, we regularly change
basic policies to adapt to changes in the times. In this era of
rapid change, it is important to take a flexible approach in order
to pursue sustainable growth. However, our commitment to our
Corporate Philosophy to “innovate fluid control and automation,
and thus contribute to building a rich society” is unshakeable
and it is the unifying idea behind all our initiatives. While it is
currently difficult to anticipate what lies ahead, we have been
reminded of the importance of sharing this unity throughout the
Company.

CKD Report 2022
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@ CKD’s Values

Message from the CEO

A company-wide approach in which each
employee works to achieve the SDGs
through the development and delivery of
low environmental impact products

What kind of society would we like to see in the future and how
can we contribute to ensuring that it is prosperous? This is not
just an empty sentiment. We feel that it is our mission to leave
behind a sustainable planet that will support the lives of children
in the future. Therefore, we must work to mitigate the risk of
natural disasters caused by climate change and to prevent wars
and crimes. We must build a society where all people are equal,
enjoy their human rights, and can live in good health and with
peace of mind. To do this, we need as many people as possible
working ceaselessly toward realizing a better future.

In 2007, | came across An Inconvenient Truth, written by former
U.S. Vice President Al Gore, which gave me a strong sense of
emergency regarding the future of the planet and the environment.
Since the time | was first appointed as President of the Company
in 2008, | have worked to share my awareness of the issue with
employees by asking questions such as, “How should we
contribute to society?” and “What can we do as a company?”

In 2019, while the mindset that the climate change problem is a
problem that belongs to each individual had not quite taken root,
we launched the SDG Promotion Committee (now the
Sustainability Committee). At first, there were many employees who
felt uncertain, as the scope covered by the 17 SDGs is too broad.

So, the first thing we did was to list one by one what the CKD
Group can do, with specific examples of what areas we were
already taking action in with respect to the 17 goals. Thereafter,
we went on to think about how our technologies and products
could be useful by linking the goals to actual initiatives, products,
and technologies.

This revealed that for Goal 12, “Ensure sustainable
consumption and production patterns,” we have already
provided the world with a number of low environmental impact
products and that for Goal 5, “Achieve gender equality” and
empower all women and the elderly, we are working on assistive
devices that contribute to creating a comfortable work
environment for people of all ages and genders. This led to an
increase in motivation and confidence that we had been on the
right path and that we should further refine our technology to be
of use to our customers, thereby accelerating activities.

The proof that the cumulative effect of these activities was
gaining wider recognition came when two of our component
products, the HP Series of high-durability component products
and the NS Series of nitrogen gas extraction units, won the
Golden Award in the 2021 AICHI Environmental Awards. The
products were highly evaluated for “supporting the world’s
monozukuri processes, greatly contributing to the reduction of
environmental impacts and the achievement of SDGs,” and the
receipt of the award shows we have taken a big step forward.

The realization of a sustainable society starts with each
individual becoming aware and making small changes in their
behavior, but there is a limit to what just one person can do.
Group action is essential to accelerating decarbonization
initiatives that can make a big impact globally. | think that one
way of doing this is for individual companies to pool their
capabilities to strengthen initiatives.

11 CKD Report 2022

Happily, we have been accumulating core technologies, such
as automation and fluid control technologies, since our
establishment and we started using these as a base for
developing a large number of products that contribute to the
environment and society at an early stage in our history. The
accumulation of these technological capabilities has become
one of our biggest strengths, even leading to the 2021 AICHI
Environmental Award’s Golden Award mentioned previously, and
we consider them to be an important asset for contributing to
society and building the future we are aiming for.

Our customers are also using our low environmental impact
products to create new products and services that contribute to
society. We will use the funds received from these products to
further pursue the development of low environmental impact
products and solutions. This will create a chain of action that we
hope will lead to an even more positive cycle.

Digitalization and growing businesses and
markets that are essential for a sustainable
management foundation

We revised the 10-Year Vision: GO CKD!, our Long-Term
Management Vision originally formulated in 2016, in accordance
with changes in the times and in fiscal 2021, we released
Version 3, which had “sustainability” as its keyword.

To the existing basic policies of “Challenge new business
activities and markets” and “Accelerate globalization and expand
overseas markets,” we have added and modified “Establish a
sustainable management foundation,” and “Build a corporate
culture with faith in human resources,” in order to realize fulfilling
work environments for employees and we are advancing
initiatives under these policies.

Our fifth Medium-Term Management Plan, which starts from
fiscal 2022, also has fiscal 2025 as its final year. However, the
progress we have made means we expect to meet the fiscal
2025 sales target of ¥180.0 billion ahead of schedule, so we will
now work to exceed this target.

Although we are making smooth progress, in order to aim
even higher, we will concentrate on the following points over the
next four years.

Regarding “Challenge new business activities and markets,”
we are particularly focusing on the electric motion product
business. We are working to meet the diversifying needs of
customers by expanding our lineup of electric motion
components that are capable of highly accurate position control,
in addition to compact and powerful pneumatic components
that make it easier to design equipment. We are also working to
strengthen efforts from development through to service by
raising the effects of synergies with CKD Nikki Denso Co., Ltd.,
a Group Company engaged in the development, designing,
manufacturing, sales, and services of electric motion
components.

Regarding “Accelerate globalization and expand overseas
markets,” in order to enter the Chinese pharmaceutical
manufacturing market, we will aim to enhance local support
capabilities, including service, in line with efforts already
underway to locally develop machinery exclusively for the
Chinese market.

gement Vision — 10-Year Vision: GO C

Basic Policy 1

Challenge new business
activities and markets

Accelerate globalization an
expand overseas markets

(¥ billion)
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Also, in the component products business, we will leverage
the Tohoku Plant, established to support the recovery from the
Great East Japan Earthquake, to further boost the global rollout
of high-performance products. In April 2022, construction was
completed on a plant in North America and we have plants
scheduled to be completed in India in 2023 and Ishikawa
Prefecture in 2024. At the North America Plant, we have
strengthened technical center functions to realize product
planning and development that is more closely aligned with our
customers and as a new manufacturing base, it will be able to
more fully meet local needs. In European markets, we are
building alliances by growing the number of local distributors to
further advance market reform.

To “Establish a sustainable management foundation,” the use
of digital technology and our ERP software system will be
essential. In 2017, we introduced an ERP system SAP and to
date, we have been using this as a base for accelerating
initiatives to enhance the operating efficiency and productivity of
each individual employee. In addition to reducing the workloads
of our valuable human resources and ensuring the sustainability
of our business, we will also use digitalization and the ERP
software system to further improve productivity with an
optimized organization.

CKD USA Austin Manufacturing, a new manufacturing plant completed in Texas in April 2022
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CKD'’s Values
Message from the CEO

Hokuriku Plant, scheduled to be completed in Komatsu City, Ishikawa
Prefecture in spring 2024

Establishing an onsite day care center
beside the main gate to the Head Office as a
symbol of the Company, where everyone
can flourish

The point we should be focusing on more than any other is to
“Build a corporate culture with faith in human resources,” which
is also our Corporate Commitment. Currently, President Okuoka
is leading efforts to cultivate global human resources, digital
human resources, and the next generation of leaders who we
will need to shoulder the future of the Company and build pillars
to support new businesses. Furthermore, to realize sustainable
management, we must create comfortable work environments
for all employees, regardless of age and gender, as advocated in
the SDGs.

After | was appointed as President of the Company, |
introduced a lifetime employment program as quickly as possible
to provide a framework that allows motivated senior employees
to continue working. Additionally, in April 2018, we opened an
onsite day care center beside the main gate to the Head Office/
Komaki Plant, which is at the forefront of the Company, where
employees can leave their children and then work with peace of
mind. It has become a symbol of our commitment to promoting
women’s career advancement and dramatically changed the
makeup of the Company. We have also set the quantitative
target of raising our ratio of female managers to at least 10% by
fiscal 2030.

At the time | was appointed as President, there were no
statements or concepts like the SDGs, so these initiatives were
advanced based on my feeling that something was not right and
had to change. When we decided to establish the Tohoku Plant
mentioned earlier, some people had concerns about the risk of
earthquakes, but we now have employees from the local area
actively participating and the plant has grown to become a
leading producer of component products for semiconductor
manufacturing equipment.

Realizing once again that all our initiatives are connected to
goals in the SDGs, | think, “It is not correct to base corporate
management decision-making solely on rational thought. We
must also take into account our feelings and sense of what
should be done, regardless of the bottom line. | think the same
also applies to developing products that contribute to society.”

The consumption and work styles of Millennials, the
generation born in the 1980s and early 1990s, and the even
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younger Generation Z, who were born after the late 1990s, in
particular put greater emphasis on benefit to society than
monetary value. In regard to this point, | think it is vital to
cultivate young talent, put our trust in them, and eventually
entrust our business to them from a long-term perspective in
working to raise the engagement of all employees so that they
can work with pride, and adapting to the values of the younger
generations.

Creating flexible frameworks for enabling
participation by diverse human resources
that are in line with the times

In the same way that the COVID-19 pandemic has changed the
way we communicate with customers, from now on, we need to
consider system designs and rules in a way that takes into
account changes in mindsets regarding the way communication
is carried out and work styles within the Company, and to make
changes if necessary.

We established a Crisis Management Committee in April 2020
as the virus really began to spread, and we have continued to
advance initiatives such as remote working and staggered work
hours. We have now entered a phase of prolonged risk of
infection and in which the situation in each region differs, so we
are adopting work styles in accordance with the situation in each
region and division.

Also, with a view to the post-pandemic period, rather than
presenting a binary choice of all employees working at the office
or at home, we will establish flexible work styles in which
employees can choose whether to work at the office or from
home in accordance with their individual circumstances and the
actual situation at their workplaces. To realize business
sustainability, it is crucial that we do not view going to the office
as the only right way and that we are prepared to be able to
work from home as well. Therefore, | think it is important that we
utilize information technology and accelerate digital
transformation (DX) initiatives.

We are also looking at changing our wage structure in line
with changes in work styles. It is becoming increasingly
competitive to secure digital human resources, so we will
eventually need to consider adopting a new job-based wage
structure in which wages are decided in increments based on
work content and the skills and abilities required.

We are blessed with the many employees who work earnestly
in accordance with the Company’s policies and the cumulation
of their efforts is the growth we are experiencing now. Going
forward, as we move to a higher stage by growing in terms of
sales volumes and employee numbers and advancing
globalization, we think one of the most important issues for the
continuity of the Company will be to foster a corporate culture in
which new ideas are generated and new businesses are created
through persistent trial and error. In fiscal 2021, we launched an
internal job posting system which enables employees to request
a transfer into a position that they are interested in. We will
continue to explore ways to provide diverse human resources
with opportunities to participate in, spaces in which they can
flourish, and to design systems that are appropriate for
their needs.

What can CKD leave for future generations?

Since taking the role of Chairperson, which involves
consideration of 10 years into the future and beyond, | have
started thinking about the Company and the world from a more
long-term perspective. Currently, | am trying to envisage how
society will change 30 years from now in around 2050, and what
CKD will have left for future generations.

Looking at the world as it is now, there are too many risk
factors to count. However, | personally believe that our future
relies on whether countries, companies, societies, and
individuals truly desire to make a change. If we pool our
collected knowledge and work to realize a better society, then in
30 years’ time we will surely see some kind of results from these
accumulated efforts. | am convinced that this will be the case.

The Company is also working to realize a sustainable society
by focusing on business related to rechargeable batteries. As
the world moves toward EVs, | believe automated driving will
also become a reality, even if only in a limited form. We are also
developing the pharmaceutical products packaging machinery
business in China in a similar effort to solve social issues, and
our technologies in this area might contribute to advancing
innovative medical research and changes in the way
pharmaceutical products are provided.

I think the manufacturing industry, which is closely linked to
our business, is evolving toward smart manufacturing in which
generic tasks are entrusted to robots so that employees can
focus on adding value in a way which is unique to humans.
Semiconductors, a crucial component of manufacturing, are
becoming smaller, more layered, and sophisticated, a process
that we are already working to adapt to. In the same way that
smartphones have inspired big changes in the way we
communicate and consume, these sophisticated
semiconductors will evolve the way we live and work. That is the
kind of future that | envisage.

So, how can CKD contribute to realizing this ideal vision and
what can we do with the technologies and knowledge we have
accumulated?

In October 2021, we launched the Branding Project, led by a
team comprised of young employees. Its mission is to think
about CKD’s branding by envisioning the future situation in
2035, 2050, and 2100, analyzing the business environment,
considering what role CKD should play, and then molding this
into specific actions. It is currently carrying out analysis and
consideration based on this mission.

By then, | think the members will have become leaders who
can guide both the Company and society. For the future, | am
always telling young employees that | want them in particular to
break away from their previous approach of being a behind-the-
scenes supporter, who is satisfied with merely making good
products for use by people who need them, but instead, aim to
grow the Company into a leader in social contribution that gains
recognition from a wider society by anticipating social change
and providing new solutions and services.

Next year, 2023 will be the 80th anniversary of our
establishment. | want to say to all stakeholders that even in our
80th year, CKD is still developing as a company. This does not
mean that we are underdeveloped, just that we still have plenty
of room for growth. That is what | truly believe.

We will accelerate the businesses and activities that we have
cultivated which contribute to realizing a sustainable society,
proactively disclose information, and take onboard the opinions
of stakeholders as we work to enhance corporate value. You
can count on CKD’s great willingness to take on challenges.
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CKD’s Values

Corporate Value Creation Model

CKD aims to contribute to achieving the SDGs by investing capital in each focus domain and working on
technological innovation and value creation to resolve various social issues through its automation and fluid
control business domains. Going forward, we will continue to contribute to building a rich society, as outlined in
our Corporate Philosophy, by constantly spinning the cycle of social value creation.

A

(As of March 31, 2022 and for
the fiscal year then ended)
Human capital
= Number of employees: 4,660
(Japan 58.7%, overseas 41.3%)

= Training costs: ¥66 million

Intellectual capital

= Research and development
expenses: ¥3.64 billion

Financial capital
* Interest-bearing debt:
¥17.37 billion

= Net assets: ¥109.57 billion

Manufacturing capital

= Global production bases and
sales offices:
152 in Asia (incl. Japan),
6 in Europe,
7 in North America and Latin
America

= CAPEX: ¥9.6 billion

Social capital
= Trusting relationships with
external parties

= Global customer base

Natural capital

= Water consumption:
535,000 m?

= Renewable energy
consumption:
4,316,000 kWh

10-Year Vision: GO CKD!

CKD’s Business Model

1 .
, Search for customers’ essential market needs

Marketing and
sales activities

Sales and after-sales
service that identifies
potential issues

Technological innovation
leading to solution
proposals

Fluid
control

Corporate Philosophy

With creative knowledge and technology,
we shall innovate fluid control and
automation, and thus contribute to

building a rich society.

CKD

ESG foundation
for realizing
sustainable

growth

1

]

1

1

]

1

1

]

1

1

]

1

1

1

1

1

1

:

: Sales and
: after-sales
| service
1
1
1
1
1
1
1
1
1
1
1
1
]
1
1
]
1
1
]
1
1
]
1

Research and
development

Creative core
technologies

Automation

Global business base

Procurement

Highly productive automation
and production

equipment and manufacturing
technologies that realize high quality

Global production bases
and sales offices

P17-18p

Materiality

\ Society \ \ Foundation \ \ Business \ \ Environment \

¢ Reduction of COz emissions
e Reduction of water consumption
* Prevention and reduction of waste, etc.

¢ Corporate governance
* Compliance
¢ Risk management, etc.

¢ Occupational safety and health

* Development of human resources
and future generations

® Health and productivity management, etc.

¢ Development of low environmental impact
products

¢ Products that emphasize safety and quality

¢ Challenge to technological innovation, etc.

Negative aspects

Component Products Business P35-38 p

Automatic Machinery Business P33-34 p

¢ Automatic packaging * Pneumatic control fESa * CO2 emissions:
systems components ek 38,753 t-CO2

 Inline medical product ¢ Drive components/ ¢ Industrial waste: 1,566 t
inspection systems Electric motion -

* 3D solder paste components 1
inspection machines * Fluid control components 2

o Lithium-ion battery
manufacturing machines

Fine system components

15 CKD Report 2022

Economic
value
increase

(P33-38 p» Strategy by Business, P63-64 P Financial/Non-Financial Highlights)
= Increasing net sales and operating income

= Providing returns to shareholders

= Expanding businesses and overseas bases

Social value
creation

(P39-40 P Sustainability Strategy)

= Contributing to monozukuri in a society with a

s Assistance devices
shrinking labor force : v

PAW Series
= Contributing to establishing a decarbonized Supports the
society through innovation in energy-conservation %, transport of heavy
technology objects by human
operators

= Contributing to the safety and long-term preservation of food
= Contributing to a stable supply of medical products

= Making the working environment safer and more secure
with devices that assist people—assistance devices

Negative
aspects and
efforts to

reduce them

(P41-44p Environment)
= Consuming resources and energy and thereby impacting the environment
= Reducing environmental impact through promoting energy conservation and

utilizing recycled resources

CKD Report 2022
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CKD’s Values

Materiality

\/‘Sustainable growth and enhancing corporate value

We have identified materiality (key issues) that should be prioritized, in order to contribute to building a rich society, as stated in our
Corporate Philosophy, aiming for sustainable growth hand in hand with society. Going forward, we will work to resolve these issues

through our business activities and strive to enhance our corporate value.

| Materiality identification process

In October 2019, we established the SDG Promotion Committee
to promote our SDGs initiatives. We also set up and operated
working groups focused on products, sales, and CSR as
subordinate organizations of the Promotion Committee to
identify key issues to be addressed by the Company.

First, we identified the social issues and the challenges facing
the CKD Group. We then identified materiality from the
perspective of the CKD Group pursuing continuous growth with
society and enhancing its corporate value. In light of the
materiality thus identified, we hold dialogues with our diverse
stakeholders.

In April 2021, the SDG Promotion Committee was succeeded
by the Sustainability Committee, chaired by the Representative
Director and composed mainly of Directors. Materiality is
identified by initial reviews by the relevant divisions, after which
the Sustainability Committee regularly deliberates to determine
the items and the degree of their impact and importance. The
material issues that have been identified are then discussed and
finalized by the Board of Directors. Therefore, all Directors have a
shared awareness of materiality.

(P39 Sustainability promotion structure)

Materiality matrix

Extract social issues with
reference to the SDGs, GRI
Standards, ISO 26000, etc.

Extract issues of the CKD

Sl FS e ed TS Group with reference to its
2 {110/ p)efiel o) | Corporate Philosophy,

Corporate Commitment, etc.

Identify materiality from the
Identify perspective of the CKD Group

pursuing sustainable growth
with society and enhancing
its corporate value.

materiality

STEP

4 Hold dialogue with diverse stakeholders

@ Business ® Environment @ Foundation @ Society

=)

12500 Q135
=

impacting the environment

@ Reduction of CO2

© Reduction of chemical substances @ Reduction of water

© Prevention and

9w [l 10 12555

€ Development of low environmental impact
products

@ Products that emphasize safety and quality

® Challenge to technological innovation

o Challenge to new businesses and markets

@ Supply chain management

emissions

consumption

reduction of waste

T

e

) Stakeholder engagement

() Compliance

1) Corporate governance

s|oym e se A12190s

() Contribution to local communities (7 Risk management

0} 9ouepiodwi pue uo 1oedwi jo aaibag

o

@ Respect for human rights
(@ Health and productivity management safety and health

(@ Promotion of diversity and inclusion
@) Promotion of work-life balance

@ Promotion of occupational

{ Development of human
resources and future
generations

| Issues of particular importance and directions for action

@ Degree of impact on and importance to the Company
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®

Materiality Relevant SDGs Direction, indicators, and targets of initiatives Relevant page
©® Promote thorough improvements in energy conservation
©® Expand renewable energy use
; 13 i
e Rec.iuc?tlon cliiees @ Indicators and targets P41 )
emissions Reduce CO. emissions per unit of sales by 50% from 2013
levels by fiscal 2030
Achieve virtually zero CO. emissions by fiscal 2050
Indicator and target
@® Promotion of diversity L e ) )
’ . =) Increase the ratio of female managers to 10% or higher by P46 »
and inclusion = .
fiscal 2030
@ Health and ptroductlwty T T Indicator and target
managemen , o -
. . P46 b
20 [Pt e e _4,\/\, ﬁ/" Achieve an average of at Igast 65% paid leave utilization
bElEmEE rate for all employees by fiscal 2022

! Examples of initiatives

[ Reduction of CO. emissions

Green energy introduction

In fiscal 2021, we introduced green energy derived
from natural energy resources for 5 million kWh
(equivalent to approximately 2,200 tons of COy),
equivalent to the amount of electricity used annually
at the Inuyama Plant. Green energy is clean electricity
that uses methane gas, ethanol, and other bio-fuels
produced by directly combusting or fermenting biomass such as
thinned wood, sewage sludge, livestock manure. High durability
component HP series and other components produced at Inuyama
Plant are labeled with a Green Power symbol in our catalog to
enhance their brand power as products with reduced
environmental impact.

Green Power
symbol

Use of the J-Credit Scheme

Since fiscal 2021, we have started offsetting greenhouse gases
emitted from our four plants of Komaki, Kasugai, Inuyama, and
Yokkaichi by using the J-Credit Scheme. J-Credit Scheme is a
scheme in which the government certifies the amount of
greenhouse gas emissions, such as COq, reduced or removed
by efforts to introduce energy-conservation devices and use
renewable energy, as well as sinks through managing forests, as
credit. This scheme will offset greenhouse gas emissions from
gas use at each plant by approximately 3,400 tons in total by
fiscal 2025.

71 Supply chain management

Revision of Purchasing Principles and Fundamental Policy
We revised our Purchasing Principles and Fundamental Policy in
April 2022. We will advance our efforts on initiatives such as
building relationships of trust, complying with laws and
regulations, protecting the environment, and respecting human
rights throughout the supply chain.

Purchasing Principles

We contribute to realizing a sustainable society through
our global supply chain by mutually developing with our
suppliers.

Fundamental Policy

1. We value the trust and mutual development with our
partners.

2. We conduct fair and just transactions by complying
with related laws, regulations, and social norms and
thoroughly protecting confidential information.

3. We contribute to the conservation of the global
environment and the reduction of environmental loads.

4. We respect human rights, aim to eliminate discrimination
and unfair labor practices, and improve the working
environment.

5. We contribute to the resolution of social issues with our
suppliers who have high technological capabilities on a
global scale.

CKD Report 2022
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CKD’s Values

Risks and Opportunities

Political conditions and market environments change day by day. Natural disasters, the COVID-19 pandemic, and other risks that affect
corporate activities become more global and diversified every year. We have a system in place that allows us to respond to the risks that
may affect our corporate value, and review selected risks as necessary. Risks are not always negative factors; some may become
opportunities for further growth of the Company. We will continue to capture such risks as opportunities and take bold actions when
appropriate. As we conduct risk management and improve our corporate value through business initiatives, we will work to help bring

about a sustainable society.

(P62 » Risk Management)

Approach to risk

We define risks as uncertain events that may affect corporate value such as achieving management goals and social credibility as a result
of changes in the external or internal environment. In our aim to become a Total FA Worldwide Supplier and expand our business globally,

we view the appropriate management of risk as a vital management issue and have a risk management system in place.

Risk factors

Changes in the market
environment due to
political factors

Risks

-Impact on the Company’s business through

semiconductor-related customers in the component
products business in the event of restrictions on
semiconductor-related transactions due to political
factors, such as trade frictions between the U.S. and
China or problems between Japan and South Korea

- Impact on production activities due to government

regulations and import/export restrictions resulting
from heightened geopolitical risks

Responses JB

Responses and opportunities

Prompt action to address changes in the market
environment

- Promotion of local procurement of products manufactured

:

overseas, production at multiple bases, and placement of
inventory centers in various locations

Increased demand for new capital investment due to the
decentralized siting of customers’ semiconductor
production bases

Corresponding materiality

Risk management

Product and service
quality and liability

- Burden of compensation for damages and loss

of customer trust in the event that a product
causes personal injury or property damage

Responses JB

Reinforcement of the quality assurance structure at all
stages, from substances contained in raw materials to
shipping inspections

- Development of loT-compatible components, preventive

:

maintenance, and long service life products

Increased demand for high value-added products due to an
increase in customers who place importance on quality

@ Products that emphasize
safety and quality

Supply chain

- Impact on production activities due to shortages

in the supply of parts procured from suppliers as
a result of natural disasters, fires, or political
conflicts

- Impact on material procurement due to business

succession issues affecting suppliers

Responses JB

Securing multiple component suppliers and conducting
evaluation tests of alternative materials

- Conducting surveys of suppliers on the impact of changes

in social conditions on domestic and overseas deliveries,
and carrying out information dissemination and
questionnaires on information security and environmental
measures, as part of our business continuity plans (BCP)

- Identifying high-risk business partners through supplier

evaluations and monitoring their business conditions to
improve transactions

@ Supply chain
management

Decrease in market
prices

- Decreased profits due to the commodification of

some products and intensified competition with
players in emerging economies

Responses B

Development of high-value-added products that stay ahead
of competitors in emerging economies

- Development of competitively priced products

© Development of low
environmental impact
products

@ Products that emphasize
safety and quality

© Challenge to
technological innovation

Climate change

m
>
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- Impact on business activities from tighter regulations

on the use and emission of greenhouse gases and
under the energy-conservation laws due to worsening
global environmental issues

- Impact on business performance due to delays in the

development of businesses and products that
contribute to the realization of a decarbonized society
by the Group

- Plant shutdowns and supply chain disruptions due to

severe natural disasters

(P43-44 » Addressing Climate Change Risks and
the TCFD)

:

Prompt response to new regulations and to the
demands placed on companies

- Development of low environmental impact products

:

Sales expansion of low environmental impact products

@ Development of low
environmental impact
products

@ Reduction of CO;
emissions
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Risk factors

Regulations on
chemical substances
in use

Risks

- Impact on business activities of stricter regulations on

chemical substances in use

»

Responses and opportunities

Prompt switch away from materials containing regulated
substances

Corresponding materiality

© Reduction of chemical
substances impacting
the environment

Plastics

- Impact on the continuity of the Company's packaging

machinery business in the event of delayed response
in the packaging business to adapt to tighter
regulations and market changes toward de-
plasticization

:

:

Development of packaging machinery adapted to plastic-
free packaging materials

Expansion of business in packaging machinery adapted to
plastic-free packaging materials

@ Development of low
environmental impact
products

© Prevention and reduction
of waste

Compliance

- Deterioration of corporate image and loss of trust

caused by surcharges, fines, other sanctions,
suspension of business, etc., due to exposure of
bribery or violations of competition law or other laws
and regulations

- Loss of social credibility due to negligence stemming

from insufficient knowledge of overseas laws and
regulations at overseas bases with a lack of legal
specialists

Responses J8

Enforcement of the Standards of Conduct, and education on
compliance for employees

- Confirmation of information on countries’ laws and

Opportunites

regulations, and provision of such legal information to Group
companies

- Improvement of the corporate image through reform of

mindset and corporate culture to enact improvements
without overlooking misconduct

Corporate governance

Compliance

Information security

- Dysfunction in internal systems or information leaks

due to computer viruses or cyberattacks and
associated loss of social credibility

- Impact on deliveries to business partners caused by a

suspension of production lines and distribution
systems

- Stagnation in procurement, production, and

distribution due to the shutdown of the ERP software
system, and the resulting negative impact on business
activities

- Impact of a virus infection on the computers of our

significant business partners

Responses J8

Development of information security management policies
and other regulations and implementation of employee
training and internal audits

- Installment and updating of the latest information security

equipment and software

- Investigation and remediation of information security

:

management at our significant business partners

Increased opportunities for dealings with customers by
improving social credibility through strengthening
information security systems

© Supply chain
management

Risk management

Risks related to
overseas bases

- Impact on financial capital such as impairment when

the performance of overseas bases deteriorates due
to an unexpected change in the business environment

- Unexpected losses that can arise from inadequacy of

management at bases with short history or small-
scale locations

Responses J8

Support for overseas Group companies to strengthen
governance

- Human resource strategy incorporating strengthened in-

house education, including implementation of a global-
based human resource development plan

Corporate governance

@ Development of human
resources and future
generations

Pandemic

- Impact on deliveries to business partners caused by a

suspension of operations at domestic and overseas
plants or at key supplier plants due to lockdowns, etc.

- Stagnation of business conditions in key customers’

industries due to the prolonged economic downturn,
affecting business performance

- Impact on business performance due to a decrease in

conventional face-to-face sales activities

Responses

- Establishment of the Crisis Management Committee to

ensure employees’ safety and continuity of business and
implementation of measures to prevent infection in
collaboration with overseas Group companies

- Strengthening of non-contact support including

enhancement of remote sales and services and digital
contents

- Strengthening of development of sensors and image

(pportunities,

processing technology for remote control and labor-saving

- Increased demand for automation and labor-saving such as

production equipment that does not rely on humans and
remote diagnosis and operation of equipment as measures
against the COVID-19 pandemic

Risk management

Natural disasters

- Impact on production activities of earthquakes in the

Tokai, Tonankai, and Nankai regions where our key
production bases are located (Aichi Prefecture and
Mie Prefecture)

- Impact on production activities due to the suspension

of operations at production plants caused by natural
disasters such as heavy rain and flooding

Responses J8

Establishment of a system enabling local procurement at
each production base, and decentralization of production
bases including expansion of production at the Tohoku Plant

- Strengthening of response capabilities through BCP

- Installment of a prevention wall to protect equipment and

components that could disrupt production in the event of a
flood

Risk management

Securing and training
human resources

- Impact on production activities due to the difficulty of

securing labor in Japan under a declining birthrate

- Impact on new businesses and global activities due to

shortages of global-based human resources and
human resources capable of project planning

Responses JB

Advanced automation in domestic plants and establishment
of production systems that do not rely on human labor

- Human resource strategy incorporating strengthened in-

:

house education, including implementation of a global-
based human resource development plan

Increased demand for automation and labor-saving on
production lines due to the difficulty of securing labor in
Japan

@ Development of human
resources and future
generations
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CKD’s Values

Stakeholder Engagement

In order to contribute to the realization of a sustainable society
through our main businesses, we strive to understand the
expectations of our stakeholders through communication with

them and fulfill our responsibilities.

I Policies and initiatives

We appropriately execute the social contribution responsibilities,
ethical responsibilities, economic responsibilities, and legal
responsibilities that we, as a company, must fulfill for our
stakeholders, based on our Corporate Philosophy, Corporate
Commitment, and Standards of Conduct. Within each division,
we also utilize communication tools and provide opportunities to
communicate with our stakeholders as part of our efforts to
facilitate their understanding of our activities.

Stakeholder engagement initiatives

slawolsny
sio|iddng

Core stakeholders

sal|iwe/saako|dwg

Corporate Commitment

Standards of Conduct
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Stakeholders Primary stak.eholder Primary dialogue opportunities Primary responsibilities and challenges Mam releyant
expectations information
, . ) o ) We consistently engage our customers with a Contact
High quality, reasonable - Inquiry forms and other inquiry contact points ) ) ontac
) ) ) ) . customer-oriented and modest mindset, ;
price, strong supply - Product information provided through websites and o ) ) O] :
Customers ; ) , prioritize safety, quality, and the environment, ; Sy
systemn, technological social media and offer products and services that satisf : ““;aﬁ"
innovation, etc. - Plant tours, showrooms, seminars, and exhibitions ; y @
our customers.
. L ) Materials
- Shared procurement policies We promote procurement activities to realizea  procurement
S Fair trade, green - Production trend briefings sustainable society in partnership with our

procurement, etc.

- Shared quality assurance policies
- CKD Green Procurement Guide

suppliers based on our established Purchasing
Principles and Fundamental Policy.

Employees/  Health and productivity

- In-house publications and intranet
- Career planning consultations
- Opportunities of dialogue with top management

We promote a workforce that makes the best
use of its diversity and does not discriminate
on the basis of gender, nationality, or age. We

- o - Whistleblower/harassment consultation contact points . P45-48 b
Families ~ management, diversity, etc. Worksite council aim to create workplaces where all employees
) can work in health with safety and a sense of
- Safety and Health Committee
. - purpose.
- Various training programs
- General meeting of shareholders ) ) ) ) )
) ) L We strive to actively disclose information and
Corporate value - Financial results briefings ) . Investor
carry out dialogue in order to ensure Relations

improvement, provision of

- IR events and individual meetings

Shareholders/ . ) ) ) . transparency.
information, appropriate - IR information website . ) .
Investors ) We aim to form an appropriate share price
share price, shareholder - Integrated reports and shareholder newsletters )
o ) o ) and provide returns that meet the
return, etc. - Briefing session for individual investors )
R : ) T, )  expectations of our shareholders.
- Distribution of IR information to individual investors via e-mail
Social
- Social contribution activities (science classes, Contribution
e S Job creation, reduction of forestation activities, etc.) We aim to be an open company that can Activities
environmental burden, etc. - Dispatch of lecturers to seminars and educational sites ~ contribute to society and local communities.
- Sharing information through websites and social media
- Environmental management framework We comply with environmental laws and
Global Conservation of the global - Environmental education regulations, work to prevent environmental

environment  environment, etc.

- Compliance with environmental regulations
- Development of low environmental impact products

pollution and reduce CO. emissions, and
undertake environmental management activities.

PA1-44 )
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TOPICS

Evaluation and Awards

Evaluation and awards for our technology

Selected as a Company Taking on the Zero-Emission Challenge

In October 2021, CKD was selected as a Company Taking
on the Zero-Emission Challenge—a company that is striving
toward innovation to achieve carbon neutrality—by the
Ministry of Economy, Trade and Industry (METI). Our project
of Technology Development of Cylindrical Solar Cell Systems
for Agrivoltaics was highly evaluated and adopted as a
project for the Research and Development on New Energy
Technology for Discovering Technology Seeds and
Commercializing Developed Technologies, which is

conducted by New Energy and Industrial Technology
Development Organization (NEDO).

By participating in this project, we will contribute to the
development of renewable energy for the realization of a
decarbonized society.

ZERO
[] EMISSIONS
[ CHALLENGE®#

Received the 2021 Cho-Monozukuri (super manufacturing) Innovative Parts and

Components Award for Health and Welfare, Biotechnology, Medical Device Parts

Our Transparent Object Inspection System IS-UVCLO1 won
the 2021 Cho-Monozukuri Innovative Parts and
Components Award for Health and Welfare, Biotechnology,
Medical Device Parts. The Award was co-sponsored by an
economic and industrial organization, Monodzukuri Nippon
Conference, and the Nikkan Kogyo Shimbun, Ltd. This year
marks the 18th year of the event, and we have received this
award for four consecutive years.

The IS-UVCLO1, a transparent object inspection system
that “never misses what you cannot see,” contributes to
automation and labor-saving in inspection processes that
were previously performed visually by utilizing the

characteristics of ultraviolet light. The system has a variety of
applications for processes, such as the detection of holes in
transparent films and containers, leakage of transparent
liquids, and visualization of material thickness fluctuations.
The minimum configuration
of camera, lighting, and
processing equipment
is provided for easy e ¢h
customization to suit the BRSHAE

customer’s manufacturing ! z

processes. Transparent Object
Inspection System
[IS-UVCLO1]

Received the Technology Award at the 38th Annual Technical Meeting on Air Cleaning and

Contamination Control

Our presentation on the research of particle measurement in
compressed air won the Technology Award at the 38th
Annual Technical Meeting on Air Cleaning and
Contamination Control sponsored by Japan Air Cleaning
Association.

While typical particle counters draw air under atmospheric
pressure with a vacuum pump for measurement, the
technology of this study allows measuring in compressed air
without using a vacuum pump. We have developed this
measurement technology in cooperation with a sensor
manufacturer and a university professor. We are expanding

Evaluation for our ESG initiatives ——

Vi >
~ % FTSEBlossom m—
. Japan Sector 2-”‘1* _—

~ Relative Index AR EREA

Health and productivity

In June 2022, CKD was selected as a
constituent of the FTSE Blossom Japan
Sector Relative Index.

N

BLsREwE
HhUN=—

Evaluation for our initiatives for human resources

on this research to develop an in-line particle counter that
can constantly monitor particles in compressed air.

This measuring instrument can reduce food loss through
early detection of
abnormalities,
thus contributing
to the SDGs.

Presentation at the
FOOMA JAPAN meeting

Exhibit booth at

Recognized as one of the 2022
Certified Health & Productivity
Management Outstanding
Organizations (the large
enterprise category) P47 »

Certified as an Aichi Josei
Kagayaki Company
P46 »

O 02F R
b A =

Awarded a Kurumin
certification P46 »

Registered as an Aichi
Prefecture Family
Friendly Company
P46 »
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¢ Message from the COO
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Katsuhito Okuoka

Representative Director, President
and Chief Operating Officer

Threats to the sustainability of society have
brought changes to the nature of and
approaches to corporate management

I have completed the first year in my appointment as President in
June 2021. Mr. Kajimoto, the previous President, is serving as
Chief Executive Officer (CEO), and is responsible for making
decisions from a long-term perspective, while | am doing my
best to fulfill my remit to execute business from a short- to
medium-term standpoint as Chief Operating Officer (COO). So
you could say that we are a company with two engines now,
and | have been moving forward with business execution to drive
the Company forward under this new W Engine management
structure.

Our business environment is filled with uncertainty, with the
COVID-19 continuing to spread relentlessly and geopolitical risks
such as the protracted face-off between the U.S. and China
mounting. That being said, the COVID-19 pandemic at least has
delivered changes that ought to be viewed in a positive light.
These include the advance of cutting-edge technologies like loT
and Al and the transformation of both lifestyles and workstyles.
One example is the proliferation of remote working since 2020.
Diversification of work styles, which had long been called for but
had shown no signs of progress, has also made progress.

And recently, with awareness of the threats to the
sustainability of society rising sharply, | am acutely conscious of
our transition into an era in which companies are being
demanded not only to pursue profits but also to adopt a much
stronger ESG focus by paying attention to the global
environment and social issues.

Making new discoveries as the two of us
from production and sales backgrounds
work under the W Engine structure to propel
the company forward

As a pioneer in the field of fluid control and automation, the
Company has embraced the challenge of technological
innovation since its inception, and over many years have
supported its customers’ monozukuri (manufacturing) operations
and forged relationships of trust with them. Regarding the nature
of manufacturing, more effort is being made to protect the
environment, and there is growing demand for enhanced
product functionality and automated, labor-saving manufacturing
processes that make workplaces safer and more secure. As
such, it is now vital to create service businesses that bring us closer
to customer needs. Simply manufacturing products is no longer
enough.

We currently have two business pillars, Automatic Machinery
and Component Products, and even looking around the world,
there are few companies engaging in both these businesses.
With our automation and fluid control technologies as the
bedrock, we continuously develop products that meet the needs
of our customers, and this is the source of our strength, as we
offer numerous products covering various fields, such as
pneumatic related, electric motion, and fluid control
components.

With the technological innovation we have pursued since our
foundation and the fruits of our proactive approach to business

expansion as a base, the W Engine structure put in place in
fiscal 2021 has enabled us to support one another and
overcome this incredibly opaque business environment. Fiscal
2021 was my first year as President, and being able to receive
periodic advice from Chairman Kajimoto, especially in the area of
sales, was hugely beneficial. It was also the year in which | was
grateful for the hard work of our employees and all the support |
received from suppliers and stakeholders, including with respect
to constantly emerging business risks such as disruptions to raw
materials procurement and supply chains.

Ever since | joined the Company, | have focused on
performing and managing operations on the frontlines of
production, but by viewing production from the vantage point of
senior management, | have made fresh discoveries and identified
new issues to tackle. Looking ahead, | am committed to
continuing to leverage the strengths of the W Engine approach
to optimize our management from both long-term and short- to
medium-term perspectives, and to taking on challenges that |
can accomplish as a senior manager whose roots are in
production.

Achieved record performance in fiscal 2021
thanks to boosted production capacity

Looking at our consolidated financial results for fiscal 2021, we
recorded net sales of ¥142.2 billion (up 33% year on year) and
operating income of ¥17.9 billion (up 132% year on year), so we
were able to finish with our highest revenues and profits on record.

In the background to this were a number of factors: First,
despite the impact of supply constraints for semiconductors and
other components and raw materials, the manufacturing industry
continued to return to normal in the wake of the COVID-19
pandemic. Second, while there was variation from sector to
sector in terms of capital investment, a recovery in corporate
earnings and our efforts in growth fields such as the environment
helped us regain ground. Third, the electronics industry saw
strong levels of investment as uses of ICT expanded to

encompass 5G and IoT.

With these economic trends forming the backdrop, the
performance of each of our businesses was as follows:
Regarding the automatic machinery business, in the industrial
machinery category, net sales of lithium-ion battery
manufacturing machines declined, but net sales of 3D solder
paste inspection machines climbed. Moreover, net sales of
packaging machines for pharmaceutical products also
increased. P33-34 P Automatic Machinery Business

In the Component Products business, net sales of products
for use in semiconductor manufacturing equipment rose on the
back of strong domestic semiconductor demand in connection
with the ongoing move to 5G. In the automobile market,
products for eco-car-related manufacturing equipment and
products for in-demand machine tools performed briskly. As for
overseas markets, net sales rose in China, where capital
investment across the entire manufacturing sector held up, and
also in South Korea and Taiwan, where semiconductor-related
capital investment was robust. Net sales also kept rising in the
West, where economic activity was rebounding, and in
Southeast Asia, where activity restrictions were eased.
P35-38 » Component Products Business
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® CKD’s Growth Strategies

Message from the COO

In this way, | believe that we have been able to respond to the
capital investment moves of our customers by acting in line with
the basic policies set out in our Long-Term Management Vision
“10-Year Vision: GO CKD!” In other words, we have been
proactive in taking measures to expand our product line-up and
boost our production capacity, and this has been the
cornerstone for achieving such fantastic operating results.

In light of the previous fiscal year’s operating results, we
expect to continue performing well through fiscal 2022.
Specifically, our earnings forecasts for the year ending March 31,
2023 are net sales of ¥146.0 bilion (up 3% year on year) and
operating income of ¥18.5 billion (up 4% year on year). Some
point out that these figures are somewhat too cautious, but wary
of the potential impact of various causes for concern on
production activities, we settled on these forecasts. Regarding
causes for concern, the last embers of the COVID-19 pandemic
are still smoldering, and China’s zero-COVID policy could impact
us. Other potential stumbling blocks include the short supply of
components, runaway raw materials prices, and geopolitical risks.

However, the demand environment surrounding us remains
favorable. Digitalization is being promoted, demand for automation
and labor saving in the manufacturing sector is growing,
investment in the electronics industry is expanding, and
automobiles are going electric. We therefore expect needs in these
areas to remain at high levels both domestically and internationally.
If we get more clarity on the risk factors and uncertainties
mentioned above, we may revise the forecasts upward.

Outcomes of basic policies under the fourth
Medium-Term Management Plan: Build-up
CKD 2021

Implementation of our fourth Medium-Term Management Plan:
Build-up CKD 2021 came to a close in fiscal 2021. It pushed us
forward with structural reform, and a central theme in our Long-
Term Management Vision “10-Year Vision: GO CKD!”

To summarize the outcomes, net sales narrowly missed the
initial target for the final fiscal year of the plan, but operating

income exceeded the target of ¥14.3 billion to finish at ¥17.9
billion. Also hitting the mark were operating income margin,
which was 12.6% (compared to a target of 10.0%), and ROE,
which was 12.1% (compared to a target of at least 9.0%). The
dividend payout ratio, meanwhile, was 33.7% over the three-
year period, against a guidance ratio of 30%.

Looking at the outcomes from the four basic policies
contained in the plan, regarding “Challenge new business
activities and markets,” we launched a pharmaceutical products
packaging machine (FBP-300W) for the Chinese market. We
made this move to overcome sluggish market environments,
which is marked by a shrinking Japanese domestic drug market
as a result of the impact of changes in NHI prices. We are also
proceeding with the development of a 6,000-pill, high-
performance model in the same series, putting together a
structure for taking on the Chinese market, and strengthening
our sales capabilities there.

In the area of 3D solder paste inspection systems, we brought
a new model (VP9000) to market, while in new fields, we
launched the IS-UVCLO1, the Transparent Object Inspection
System. In addition to the establishment of new businesses, |
also view the recent growth of CKD Field Engineering, a Group
Company that offers services such as maintenance that the
Group will be focusing on going forward, as an important step
toward the future.

In the Component Products segment, we developed
commercially-viable products that contribute to society, such as
the environmentally-friendly and highly durable HP Series, which
prevent lost production due to repairs and maintenance, and the
PowerArm PAW Series of assistance devices for human
assistance products.

And in response to the growing demand for communications
equipment as a result of increased efforts to bring about
digitalization and DX (digital transformation), sales of fluid control
components for semiconductor manufacturing equipment rose
substantially. The expansion in production capacity at the
Tohoku Plant that took place four years ago was also a big
contributor to our performance in fiscal 2021. In the electric

Reflecting on the fourth Medium-Term Management Plan: Build-up CKD 2021

Achieved profit targets in the final year of the plan by flexibly adapting to changes in our business environment

and society

M Targets and results in the final year of the plan

Consolidated net sales ¥143.0 billion ¥142.2 billion ¥377.0 billion ¥349.6 billion
Operating income ¥14.3 billion ¥17.9 billion ¥31.6 billion ¥30.8 billion
Operating income margin 10.0% 12.6% 8.4% 8.8%
ROE 9.0% or more 12.1% - =

M Returns to shareholders

. . : 33.7% (30.2%, 31.2%, 35.5%) during the period
Dividend payout ratio : :
of the previous medium-term management plan

25  CKD Report 2022

Compared to a guidance
ratio of 30%

motion components business, which we have positioned as a
business to focus on in the future, we have been responding to
rising demand for electric motion components by adapting to
diversifying needs on two fronts: conventional pneumatic
components and electric motion components.

Regarding “Accelerate globalization and expand overseas
markets,” we have expanded production capacity at the China
Plant in tandem with the growth of the Chinese market, while in
North America we have built a new plant to meet the brisk
demand for semiconductors in the region. At the Thailand Plant,
we have increased the space available for production and
boosted output of fluid control components. We also plan to
complete the construction of a plant in India in fiscal 2023, a
project having been paused amid the COVID-19 pandemic. And
in North America, Mexico, and Vietnam, we expanded our
network of local distributors and have made steady progress in
strengthening alliances.

As for “Establish a sustainable management foundation,” we
have set clear numerical targets for cutting CO. emissions.
Specifically, we are aiming for a 50% reduction (from fiscal 2013
levels) in CO2 emissions per unit of sales by fiscal 2030 and
virtually zero CO2 emissions by fiscal 2050. To meet these
targets, we are making every effort to reduce our energy
consumption. P41-42 > Environment

We have also established the Sustainability Committee, the
members of which are senior executives, and are forging ahead
with initiatives that will benefit the environment, such as
introducing solar power generation systems and co-generation
equipment as part of our corporate activities. Furthermore, we
have promoted the development of low environmental impact
products through our business activities, and the HP Series of
high-durability components and the NS Series of nitrogen gas
extraction units received the Golden Award of the 2021 AICHI
Environmental Award. We have also produced and distributed
the “Global Contribution Products Guide” as a tool for
supporting customers in their efforts to achieve the SDGs. | feel
that consideration for the environment is something that has
become central to our business activities.

Positioning of Exciting CKD 2025

With respect to “Build a corporate culture with faith in human
resources,” which is one of the key initiatives that we are
concentrating on, we have been promoting DX and digitalization
as essential for workstyle reform since | took up the post of
President. We have deployed an Al-driven translation system, as
well as sales tools like SFA (sales force automation) and MA
(marketing automation), and have been endeavoring to improve
operational efficiency and productivity so as to make working
conditions more pleasant by introducing technologies such as a
web system that can be used on a daily basis. And to make the
workplace safe and secure, we have held workplace consultation
meetings and established an occupational health and safety
center. In this way, we have been putting robust system structures
in place to protect employees.

As a measure for promoting diverse ways of working that
reflect the career plans of individuals, we launched an internal
job posting system in December 2021. This enables employees
to raise their hands and get transferred to jobs they wish to
partake in. P45-46 » Human Resources

With the new Medium-Term Management Plan:
Exciting CKD 2025, we are focusing on growth
fields and aiming for an exciting four years

| feel that fiscal 2021 was a year in which we aimed at our next
phase of growth and made substantial progress to that end.
Nonetheless, there are still numerous tasks ahead of us. To
achieve our Long-Term Management Vision “10-Year Vision: GO
CKD!” and lay a foundation for the next decade, we have newly
drawn up our fifth Medium-Term Management Plan: Exciting
CKD 2025. This is a medium-term roadmap for four years from
fiscal 2022 to fiscal 2025, and based on it, we will be
contributing to society and creating new value through our
business operations. We used the word “exciting” because we
want this to be “four years” in which excitement is felt by both
our customers and our employees.

@5nE
S

Plan: Exciting CKD 2025, please refer to our

Q For details of our new Medium-Term Management
corporate website.

Building a foundation for achieving “10-Year Vision: GO CKD!” and linking that to our next long-term vision

Net sales (¥ billion)
B Component products

Automatic machinery

10-Year Vision: GO CKD!

1156.7 116.7
100.7

75.5

Thlrd Medlum Term

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
! Manag ement Plan

| |
Second Medium-Term
Management Plan
Sales growth and scale expan5|on
|

||
FY2013  FY2014  FY2015

Global CKD 2015

FY2016 FY201 7 FY2018 FY2019
Challenge CKD 2018

Long-Term Management Vision —

106.7

Fourth Medlum Term
Management Plan
Structural reform

FY2020

Build-up CKD 2021

Sustainable
Growth
142.2 Sustainable growth
Fifth Medium-Term Management Plan Maximized
corporate value

1

1

1

1

1

1

1

1

1

1

:
Achieve the 10-Year Vision i
ahead of time and aim i
even higher |
E

1

1

1

1

1

1

1

1

1

1

1

1

1

Action to grow profits
and deploy capital
more efficiently

FY2021 FY2022  FY2023  FY2024  FY2025
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CKD’s Growth Strategies

Message from the COO

New Medium-Term Management Plan
(FY2022-FY2025, four-year plan)

Exciting CKD 2025

By contributing to society through our business and creating new value,
we will get customers excited, further, we will accomplish our 10-Year Vision and
inspire the next 10 years with excitement

Challenge new business
activities and markets

Accelerate globalization and
expand overseas markets

Management policies and key initiatives

1. Evolution of profit
and business
strategy model

(1) Industries of focus

Semiconductors/
batteries

(2) Businesses of focus
(3) Regions of focus

(4) DX-based service
business

4l

2. Improvement of
management
efficiency

(1) Capital policy
approach
- Cash allocation
overview
- Investing for growth
(2) Capital investment
plans and R&D
investment plans

3. Enhancement of
management
foundation

(1) ESG for sustainable
growth

(2) Environment

() Society

(4) Governance

[&]

Build a corporate culture
with faith in human
resources

Establish a sustainable
management foundation

Management goals

A N / N / \\\
/ N\ / V' \
/ \ \ / Dividend \
[ Netsales | ‘: ROE u‘ | payout ratio |
¥1 80.0 billion/ \ 10-13% / \around 40%/
\ / AN J/
" / \\ / "
FY2021 results FY2022 goals FY2025 goals
Net sales ¥142.2 billion ¥146.0 billion  ¥180.0 billion
Operating income ¥17.9 billion ¥18.5 billion  ¥25.0 billion
ROE 12.10% 10.0-13.0%

Dividend policy Dividend payout ratio of around 30% Dividend payout ratio of around 40%

Share buyback - Flexible share buyback considered

Exciting CKD 2025 inherits the four basic policies set out in
the 10-Year Vision, and defines a concrete course of action that
focuses on three themes: “Evolution of profit and business
strategy model,” “Improvement of management efficiency,” and
“Enhancement of management foundation.”

With “Evolution of profit and business strategy model,” we
have declared our industries of focus to be semiconductors and
rechargeable batteries. Regarding semiconductors, with chips
becoming more intricate and multi-layered, in recent years we
have seen chip fabrication processes becoming more
sophisticated, and markets becoming increasingly multipolar. We
will be aiming to leverage our technological capabilities, which
can handle the most advanced processes, and expand our
market share by offering follow-up support worldwide.

In the field of rechargeable batteries, the market for EV
batteries is expected to grow from around ¥3 trillion in 2020 to
around ¥26 trillion in 2035. As EVs replace gasoline vehicles, we
will strengthen sales of pneumatic components for rechargeable
battery manufacturing processes, and develop pre-doping
technology for lithium-ion battery manufacturing machines. We
will also move forward with commercializing, mass-producing,
and distributing lithium pre-doping equipment.

In terms of business operations, we will be strengthening the
electric motion products business, which offers high levels of
environmental performance. With regard to boosting the product
appeal of ABSODEX and tDISC direct drive motors, and
ROBODEKX electric actuators, we plan to leverage our long-held
superiority by simultaneously offering a line-up of pneumatic

27 CKD Report 2022

components and two product ranges to ultimately propose
optimization solutions to customers and expand our market
share.

We also envision a shift from the two-pronged “sell and move
on” business model based on the Automatic Machinery and
Component Products businesses to a recurring business model.
This will be accomplished by offering system units that combine
and integrate a broad array of technologies and products, and
utilizing DX to enter the service business.

The aim is to add digital tech to the fluid control and

automation technologies that constitute our strength, and create
new value through innovation. We are considering such services
as assisting with maintenance, offering solutions, and carrying
out maintenance to solve problems. This is built on a scenario
where we combine hardware (fluid control/automation), software
(digital technology) and people (creative wisdom) to come up
with new services. P49-50» DX Strategy

Service businesses and software products that we have
already brought to market include Facilea, a visual programming
tool that employs our proprietary image processing technology
and allows users to drag & drop to enter settings easily; Rinops,
a production support system that allows data to be utilized with
wearable devices; and LTE-compatible remote controllers for
primary industries which were developed in response to
increasing attention given to agricultural loT.

Furthermore, while there are a myriad of specialist
manufacturers targeting each business, we boast a huge range
of product lines and a wide variety of different technologies. This

is our strength and what sets us apart from the pack. Our
technological capabilities allow us to offer precision control and
clean environments required especially in drive components and
fluid control components, which are essential to automation, and
in the increasingly intricate semiconductor field. In fact, utilizing
this technical clout, we have been developing various products
at a level unrivaled by any specialized manufacturer. Going
forward, we will be widely combining and integrating these
technology assets to evolve our business model.

Our capital policy is to secure investments necessary for
sustainable growth, while endeavoring to improve managerial
efficiency, and to make investments in plant and machinery and
in R&D, including M&A. We will also pursue both stability and
flexibility in shareholder returns.

P29-32 I Financial and Capital Strategies

To enhance our management foundation, we have positioned
the consideration for ESG as a key component of our
management strategy, and will be striving not only to contribute
to the realization of a sustainable society but also to increasing
our corporate value. Besides our efforts to reduce CO:
emissions and achieve carbon neutrality, for which we have set
clear numerical targets mentioned earlier, in June 2022 we
announced our support for the Task Force on Climate-related
Financial Disclosures (TCFD), and as an initiative for ensuring
respect for human rights, in April 2022 we established the CKD
Group Human Rights Policy. We will also be reinforcing our
governance, for example, by optimizing the composition of the
Board of Directors and introducing an officers’ compensation
system focused on corporate value enhancement over the
medium to long term.

Our targets for fiscal 2025 are consolidated net sales of
¥180.0 billion and an ROE of 10-13%. We have also hiked our
guidance dividend payout ratio to 40%. To meet these targets,
we are standing ready to deliver results that outstrip even the
goals declared in our 10-Year Vision.

Based on the slogan “Close to Customers,” | have defined my
policy as President for fiscal 2022 as becoming close to
customers and sharing excitement by offering value through
technology and services.

Regarding the outcomes achieved in fiscal 2021, what
delighted me more than anything was being praised as a
“superior partner” by multiple customers. All our employees
involved in sales, development, and production stuck close to
customers and took action to put customers first, and this
seems to have been well received. The year provided a fresh
opportunity to remind ourselves of the caring stance and values
we must maintain as a company.

As a result, | concluded that we should make sure to stay
close to customers and get back to the basics as a
manufacturer, which is to solve problems through technology.
With a goal of freeing ourselves of the attitude that just making
great products is enough, and instead getting customers to
realize the value of our products and to use them so that they
ultimately prove their worth, | would also like to value and
deepen my relationship with customers. | hope that this can be

the starting point for everyone to grow when they set about
performing the work in front of them.

To cultivate this kind of attitude, what is most essential is the
action to raise the level of employee engagement. But how can
we create an environment in which employees feel pride working
at CKD and desire to stay with us for a long time? What should
we be giving back? With that in mind, we have launched a
number of challenging new measures.

| have already mentioned the development of next-generation
leaders, global talent, and digital talent, and with the help of
outside experts, we have put together an array of programs and
initiatives such as MOT and MBA courses, training programs for
leader candidates and data scientists.

Furthermore, in June 2022 we introduced an “innovator
challenge system” for gathering ideas that can be turned into
new businesses. With this program, cash prizes are awarded to
outstanding ideas, and the Company also helps get the
businesses off the ground.

We have a lot of hard-working employees, and while they
work hard to tackle the tasks in front of them, and possess the
abilities to turn their efforts into results, they tend to be cautious
when it comes to taking on new challenges. To make further
leaps forward, | want our employees to create new value by
rejecting fear of failure, coming up with mold-breaking ideas,
setting lofty goals that appear almost unattainable, putting in
place systems and mechanisms that enable these goals to be
achieved, and sharing excitement with our customers.

Our business environment is going to remain opaque, and |
believe the keys to achieving sustainable growth in this era will
be to maintain good relationships and dialogue with all our
stakeholders, enhance the transparency of our management,
clearly articulate what we want to become, and take action to
earn recognition from all corners of society.

As we aim to become a company that contributes to and is
trusted by society, | believe it is my responsibility to properly
execute our new medium-term management plan to produce
tangible results, and | intend to do everything | can to that end. |
would like to ask all of our stakeholders for their continued support.
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® CKD’s Growth Strategies

€ Financial and Capital Strategies —Message from the CFO

Yusuke Hirako
Director, Managing Executive Officer
Chief Financial Officer (CFO), In charge of Administration

Serving in this post since June 24,2022 ————

Creating a virtuous cycle through sound
financial and cash management that contributes

to improving corporate value, and putting in
place a flexible yet robust financial foundation

—

e . . . . . . N
\ Reflecting on changes in operating environment and the previous medium-term management plan )

Changes in the global environment surrounding our corporate
operations are quickening, and economic and industrial trends
are intensifying. As for the current situation, shortages of
semiconductors and other components have become
protracted and the price hike of raw materials is creating issues
for supply chains. In addition, geopolitical risks such as
economic security, international conflicts, and currency gyrations
are impacting us. We also need to remain vigilant regarding the
possibility of earthquakes and natural disasters. As such, the
risks we face are wide-ranging, making corporate management
an increasingly tricky task.

Against this backdrop, in fiscal 2021, the final year of our
fourth Medium-Term Management Plan: Build-up CKD 2021
(fiscal 2019 — fiscal 2021), we answered the booming demand
related to semiconductors, batteries, and the shift to
automation, and also endeavored to improve our components
procurement. The performance of our businesses produced
positive outcomes, and we attained our profit targets.

And looking back on the period of the plan, the spread of the
COVID-19 brought changes to our business environment, and
social values and markets themselves were transformed. With
digitalization being promoted, | view it as a three-year period in
which we were able to flexibly respond to changes in the
circumstances of society.

(Fifth Medium-Term Management Plan: Exciting CKD 2025 )

i Three key points considered when formulating the plan

As CFO, | was conscious of three things. The first was that an
intrinsic and significantly higher level of managerial
discernment was now required. As a company listed on the
Tokyo Stock Exchange’s Prime Market, a market newly opened
in April 2022, we need to reinforce our business foundation, and
put in place a more robust governance structure built on a
dialogue with our stakeholders. And it goes without saying that
we need to run the Company with a sustainable focus on ESG.
The second was that we must create a virtuous cycle
through sound financial and cash management that

29  CKD Report 2022

contributes to enhancing our corporate value. So we are
going to switch up gears to maximize future cash flow on a
sustained basis, and create a virtuous cycle for cash allocation
that is focused on investing and returning value to shareholders
S0 as to help raise our corporate value.

The third was that we need to prepare a robust financial
base that still offers flexibility. We will endeavor to build a
flexible yet robust financial base that enables us to ensure stable
and diversified fund procurement so that we can carry out
business and flexibly make essential investments.

i Fifth Medium-Term Management Plan: Exciting CKD 2025 (Fiscal 2022-Fiscal 2025)

As discussed in the Message from the COO (P23 »»), we have formulated and published a new medium-term management plan. Below is an outline of the plan.

Management goals
FY2021 results FY2022 goals | FY2025 goals

Net sales ¥142.2 billion ¥146.0 billion ¥180.0 billion
Operating income ¥17.9 billion ¥18.5 billion ¥25.0 billion
ROE 12.1% 10.0-13.0%

Dividend policy  Dividend payout ratio of around 30%  Dividend payout ratio of around 40%

Share buyback - Flexible share buyback considered

Enhance

Improve corporate
capital value

efficiency

Grow profits

M Cash allocation overview
We will secure the investment we need in a sustained fashion, and provide stable and flexible shareholder returns.

(¥ billion) IN ouT
Generation of operating cash flow Investing for growth Shareholder returns

Growth investment

37.0

Strategic investment,

Operating cash flow
at least

alliances, etc.

Strengthening foundations
23.0

80.0

M Investing for growth

Shareholder returns 4

Management policies and key initiatives

Improvement in managerial efficiency

sscx"

Enhancement of management foundation

= I Development of low environmental impact products
I Reduction of CO. emissions, waste, water

consumption, etc.

PPy B Promotion of diversity and inclusion
«0» M Respect for human rights, etc.

I Risk management
%l Compliance, etc.

1 Use funds generated from operating activities for R&D,
capital investment, and strengthening foundations

Regarding returns to shareholders, aim for a dividend
2 payout ratio of around 40%, buy back shares in a
flexible fashion, and achieve an ROE of 10-13%

3 As for strategic investment, make progress with priority
measures and keep conscious of capital efficiency

Pursue appropriate corporate value formation through
an optimal capital structure

We will utilize cash generated, and deploy ¥60.0 billion for investing in growth and strengthening foundations, including through M&A.

LGECES

for electric motion components

Monetary amounts

Domestic investment: Invest in semiconductor and rechargeable battery sectors, and in increasing production capacity

COERREREVEIEIMAUERENE yerseas investment: Commence production and expand capacity in the West and India ¥37.0 billion
Alliances, M&A, launch of new businesses, and business restructurings for business expansion

Human investment Strengthening development capabilities; next-generation, digital, and global talent ¥4.0 billion

DX investment Transforming business model, strengthening core systems both at home and abroad, and reinforcing security ¥2.0 billion

Strengthening

ke Environmental investment  Installation of solar power generation equipment, co-generation equipment, and energy-saving devices; carbon offsetting ¥7.0 billion

Investment in productivity
improvement

Raising productivity by upgrading to the latest equipment

¥10.0 billion

I Period of the Medium-Term Management Plan

With the fifth Medium-Term Management Plan, we will be
endeavoring to evolve our earnings and business strategy model
and integrate it into our business model. We will also be focusing
on swiftly strengthening organizations and structures in terms of
risk management and governance. As someone who came from

a financial institution, | am conscious of how we are perceived by
outsiders, and | am determined to reach our goals for the four
years from fiscal 2022 to fiscal 2025, and will also be
concentrating on the task of drawing up our next 10-year vision.

CKD Report 2022
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® CKD’s Growth Strategies

Financial and Capital Strategies —Message from the CFO

I Maximizing our Corporate Value

We will monitor and improve our efforts to expand profitability, pursue efficiency, and ensure safety, with a target ROE of 10% to 13%.

Pursuing efficiency

Ensuring safety

To that end, we will pursue balance, paying adequate attention
to safety, continuously reducing wasteful costs, executing
strategic investments to expand our business, investing
aggressively for growth, and exploring possibilities for
shareholder returns and flexible share buybacks.

I Expanding Profitability

To expand profitability, we focus on the operating income margin
as the most important success factor. As a manufacturer, we are
making particular efforts to reduce manufacturing costs. We use
our ERP software system to assign appropriate personnel and
reduce manufacturing overhead according to production
volume.

We will also focus on managing net income, which forms the
basis for dividends returned to shareholders.

31 CKDReport 2022

H Expanding profitability Operating income margin
Net income ratio

— Accounts receivable turnover period
— Accounts payable turnover period

— Inventory turnover period

Asset turnover ratio — T Fixed asset turnover ratio

— Capital investment

— Cash flow

Component ratio —I: Equity ratio
Net D/E ratio

ROE
(%)
18.0

12.1 12.1
12.0 ° Py

60 [ @
60 T—e— 59
4.5
0
2018 2019 2020 2021 2022
(fiscal years ended March)

®ROE

Operating income margin

(¥ million) 12.6 (%)
400,000 10
10.0
300,000

8.0
200,000 7.2 6.0
142,199
1000001 19700 115665 400717 106,723 —=
2.0
12472 | 5429 5200 7,08 11879

= B ~

2018 2019 2020 2021 2022
(fiscal years ended March)

Net sales (left axis) M Operating income (left axis)
@ Operating income margin (right axis)

i Pursuing Efficiency

M Inventory turnover period
To respond quickly to customer needs, we systematically
manage necessary inventories using our ERP software system.
At the same time, we respond flexibly according to the volume of
orders.

We focus on managing the appropriate amount of inventory
and closely monitor its impact on cash flow (CF) from operating
activities.

Inventory turnover period

(¥ million) (Months)
80,000 s 5.0
4.1
3.9 ®
60.000 ./ \. \3;8 4.0
3.0

° 39,870 44,762 3.0
40,000 34,717 ' 35,974 36,329 20
20,000 1.0
0 0

2018 2019 2020 2021 2022

(fiscal years ended March)

Inventories (left axis) @ Inventory turnover period (right axis)

I Shareholder Returns

M Fixed asset turnover ratio

We will make efficient and effective use of existing assets, and
implement capital investment necessary for the sustained
growth of the Company to improve corporate value after
considering the optimal financing methods.

Fixed asset turnover ratio

(¥ million) (Times)
100,000 4.0

.
80,000 \2.9 3;2 50
o, 2.6 -
60,000 \23/./
- @

45,021 45126 20
10000 35,811 42101 40426 ’
20,000 10
0 0
2018 2019 2020 2021 2022

(fiscal years ended March)

Property, plant and equipment and intangible assets (left axis)
® Turnover ratio (right axis)

The dividend payout ratio is set at around 40% to allow returns to shareholders after securing sufficient capital for growth investment.

Dividends per share

) %)
100 36.2 355 20
0.
31.2 ®
15 \./—0/67 30.0
® 30.2
50 25.1 20.0
37
25 I - 18 10.0
0 17 20 .4 8 o
2018 2019 2020 2021 2022

(fiscal years ended March)

Interim dividend (left axis) M Year-end dividend (eft axis)
@ Consolidated dividend payout ratio (right axis)

i Treasury Stock

Dividend
(¥ billion)
_50
4.47
4.0
3.0
2.29
2.0 1.73 1.67
0 d%sb 1.12
- B I 1.87
o 1.05 . j31 0.53
2018 2019 2020 2021 2022

(fiscal years ended March)
Interim dividend M Year-end dividend

If sufficient retained earnings are secured, we will flexibly implement share buybacks to return profits to shareholders, while giving due
consideration to stability. As a general rule, we will retire repurchased treasury stock, but we may also use them for share exchanges in

the event of M&A deals that will enhance shareholder value.

I Ensuring Safety

{aHo About 0-3 times —0.1 6 times

Net D/E

1 Establish a flexible and solid financial foundation

We will establish a flexible and solid financial foundation by
diversifying funding sources, borrowing at fixed interest rates,
staggering repayment periods, securing committed lines of
credit, and managing our net D/E ratio.
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® CKD’s Growth Strategies

¢ Strategy by Business

Katsunori Hayashida
Managing Executive Officer, Corporate Officer
General Manager, Automatic Machinery Business Division

Business Vision

We in the Automatic Machinery Business Division welcome change and endeavor to evolve automation technology along a multitude
of avenues as an organization that continually offers automatic machinery that satisfies customers around the world. We have made
this our 10-Year Vision through which we will differentiate ourselves from competitors. We incorporate the requirements and requests
of each customer into our automatic machinery, whether it be equipment that packages pharmaceutical or food products with heat-
processed film, 3D solder paste inspection systems that feature image inspection technology, or lithium-ion battery manufacturing
machines that perform high-speed wrapping of multiple materials. We strive to satisfy customers by providing quality products that
meet their needs for delivery and cost.

Value provided through business

Automatic packaging Packaging equipment for pharmaceutical products (tablets, capsules), medical apparatus, and food items, which
systems facilitates safe and secure provision of goods.

Inline medical product An inspection device that detects chipped tablets, foreign particle contamination, torn sheets, etc., at high speeds
inspection systems and with high accuracy, contributing to the safe and secure supply of medicines.

3D solder paste A machine that inspects solder paste printing on printed circuit boards (PCBs) by using image processing, which
inspection machines contributes to ensuring quality and improved productivity in PCB mounting process.

Lithium-ion battery A machine for manufacturing lithium-ion batteries used in EVs and other vehicles as well as lifeline infrastructure,
manufacturing machines which contributes to the spread of eco-cars and environmental measures.

Net sales Segment income and segment income margin Overseas sales and ratio of overseas sales
(¥ billion) (¥ billion) (%) (¥ billion) (%)
20 3 29 25.0 4 4.0 40
16.8
16.3 16.0 15.8 185 24 20.0
12 14.2 5 3 b 300
= 14.4 © 25 2316
1.7 o 15.0 o
10 1.4 1 -2 200
10 ® 10.0 16.0 155 15
; ¢ 1.7 — o— o :
5 ./8.9 1 9.2 0.9 10.0
o 7.2 50 ® -
\.
6.3
0 0 0 0 0
2018 2019 2020 2021 2022 2018 2019 2020 2021 2022 2018 2019 2020 2021 2022
(fiscal years ended March) (fiscal years ended March) (fiscal years ended March)
Net sales Segment income (left axis) Overseas sales (left axis)
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@ Segment income margin (right axis)

@ Ratio of overseas sales (right axis)

Reflecting on Fiscal 2021

In fiscal 2021, the industrial machinery field saw higher sales of 3D solder paste inspection systems for both the domestic and
overseas markets, but sales of lithium-ion battery manufacturing machines declined. In the packaging machines field, sales of
pharmaceutical products packaging machines increased thanks to a recovery of capital investment in the Japanese market and a
minimized impact of the COVID-19 pandemic-induced overseas travel restrictions. However, sales of food packaging machines fell.
The business division overall recorded net sales and segment income that were both above those of the previous fiscal year.

[l Packaging machines field

In the pharmaceutical packaging field, we pressed ahead by offering services in the Japanese market to support the installation of
equipment aimed at stabilizing the supply of pharmaceuticals and to increase productivity. In China, amid lockdowns and travel curbs, we
moved forward with sales activities to expand sales of exclusive models for the Chinese market.

In the food packaging field, in addition to expanding sales of individual wrapping and disposable portion packs, which are the trend in
the market, we are pressing ahead with the development and offering of new products and forms of packaging that contribute to solving
social issues such as eliminating plastics and food loss.

I Industrial machinery field

In the industrial machinery field, the semiconductor and mobility markets recovered rapidly from a slowdown caused by the COVID-19
pandemic. As a result, new products launched in the market in the previous fiscal year, such as 3D solder paste inspection systems, are
performing well. In the Japanese market, we benefited from demand for lithium-ion battery manufacturing machines triggered by the
accelerated shift to EVs. In China, the largest market for automotive batteries, we are strengthening cooperation with local companies.

Future Growth Strategy

Besides providing customers with equipment and maintenance, we intend to create new value
and expand the service business of the CKD Group as a whole by offering DX-based services.

[l Packaging machines field
In the mainstay pharmaceutical packaging field, in the domestic market, we will expand products and systems that help customers improve their
productivity and contribute to them with service support centered on CKD Field Engineering. We will also endeavor to tackle societal issues by
responding to the growing trend of choosing plastic-free and eco-friendly packaging materials. And in China, where we have launched new
models, we will be striving to further strengthen our service structures and expand sales.
[ Industrial machinery field
In the field of industrial machinery, the demand for automotive lithium-ion batteries is growing vigorously due to the rapid acceleration of
the electrification of automobiles. Not only will we respond to this market trend and capitalize on growing demand, but we will also
contribute to reducing CO. emissions. We will also be further strengthening procurement and production of 3D solder paste inspection
systems to capture demand in the booming semiconductor and mobility markets.

In the inspection machine field, we will step up sales activities so that our Transparent Object Inspection System, launched in fiscal
2020, will be adopted in inspection processes in a wide range of fields.

We will continue to promote business expansion by integrating sales and technology and making a series of proposals to solve customers’ issues.

Close-up
QN Transparent Ob] ect |nspection System (Defective item)  (Use of CKD’s special light ~ (Use of conventional light
@@ [lS UVCLO1] source) source)
- 5 \ Light z ™
P blocked passing
Amid the growing need for more efficient and labor-saving manufacturing sites due to the {\ -‘/‘ ‘ X
decline in the working population, the market demands for more consistent quality and tt
Light source

improved productivity. To respond to these needs, we launched the IS-UVCLOT, the industry’s
first automated inspection system for transparent object defects, which is used for in-line inspection applications where the inspection process is incorporated into
manufacturing equipment. This has made it possible to automate inspection processes, something that was previously only possible with the naked eye.

Close-up
Joint development of lithium-ion pre-doping equipment

We are now jointly developing a roll-to-roll lithium pre-doping equipment, which will increase the capacity, longevity, and safety
of lithium-ion batteries (LIBs), with the goal of commercializing the manufacturing and sales process.

This lithium pre-doping equipment constitutes a revolutionary solution for the liquid LIBs, often referred to as advanced LIBs,
of today, and massively improves the performance of LIBs, which will be key devices in the carbon-neutral era. By adopting this  iustration of how lithium pre-doping
pre-doping technology, customers can reduce their use of the rare metals used as LIB cathode material, and extend the LIB equipment will look when installed
cycle life by curbing degradation on the negative side.

Going forward, we will continue to contribute to the realization of a sustainable society through technological innovation.

CKD Report 2022
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® CKD’s Growth Strategies

( Strategy by Business ’

Reflecting on Fiscal 2021

In fiscal 2021, the COVID-19 pandemic-induced restrictions on economic activity continued, but it was a year in which we were able
1 = to keep up with a sharp rise in demand from customers, especially in the semiconductor fabrication and rechargeable battery
' N a7 manufacturing sectors.

: Our domestic plants managed to maintain stable production by boosting their capacity through various forms of automation, and
working closely with partner companies to alleviate concerns about parts and materials procurement.

Overseas, the CKD USA Austin Manufacturing, a new plant in the U.S., was completed in April 2022 and the production line was
set up in the same spring. At the China Plant, we expanded the clean room area, while at the Thailand Plant, we acquired the
neighboring real estate to increase capacity, thereby fortifying our global production structure to meet customer needs.

As for sales, we adopted a hybrid approach to cater to customer needs, by combining remote sales, which reduces infection risk,
with in-person sales visits. We also pursued DX (digital transformation) by introducing digital tools, and maintaining and strengthening
customer touchpoints by running seminars, factory tours, and exhibitions offline and online simultaneously. Furthermore, we pushed
ahead with workstyle reform, for example, by introducing smart offices. As for overseas sales, we hired more local staff, increased
our sales offices in India, and stepped up cooperation with third-party distributors in Europe, to further accelerate the globalization of
our business.

Regarding product development, we have expanded the HP Series of high-durability components, which help reduce CO2
emissions, and launched the ROBODEX brand of electric motion components. With both pneumatic components and electric
motion components, we will continue striving to develop products that constitute green technology, i.e., are kind to both human
beings and the environment.

S8N[eA s.aMO

Component ProduetsBusiness

e |

Katsuhiro Niidera
Executive Officer, Corporate Officer
General Manager, Components Business Division

Business Vision

In the Component Products Business segment, our target in the 10-Year Vision is to become what we call a Total FA Worldwide
Supplier. We are working to put together a broad lineup of FA (factory automation) systems to meet diversifying customer demands
that include high speed/high precision, small size/high definition, safety/high quality, and digitalization, and to provide new value and
creativity. To that end, we will tackle technological innovation, develop products and provide services that are differentiated, strengthen

our global production foundation, and offer products to build a business structure that can meet the needs of customers worldwide. M Pneumatic control components

Fiscal 2021 saw an increase in automation and labor-saving needs, and earned higher revenues and profits
from pneumatic control components and drive components on the back of rising semiconductor demand.

In the area of production, we pressed ahead with building a structure capable of satisfying strong demand
in growth markets. Specifically, we overhauled our production structure, including in overseas plants, by
installing pneumatic valve automation equipment to raise productivity and save energy.

As for product development, we added a new air booster, the ABP2-HP, to the HP Series, to help
customers achieve carbon neutrality. We also forged ahead with developing low environmental impact
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Value provided through business

These devices control airflow by adjusting air quality and pressure, driving cylinders, and so on. We develop
communication-capable automation systems for a broad range of industrial needs as well as long-life components that
contribute to reducing COz emissions. We also offer eco-friendly, energy-saving pneumatic technologies.

Pneumatic control
components

Drive components We supply pneumatic cylinders, which are used in a wide range of industrial fields as they can be easily automated, and

Electric motion high-precision and user-friendly electric actuators. Our air and electric control technology enables automation tailored to products such as a new long-life cylinder model. And to make working environments safer and more 8
components customer needs. comfortable to work in, we added a mechanical lock mechanism to our Power-Arm assistance devices (PAW 3
Based on the concepts of high quality and wide variation, we offer a broad range of products employing fluid control Series), thereby making them even safer to use. Going forward, we will help enrich society by continuing to %—
Fluid control technology. They include valves of various types, product series that meet medical, pharmaceutical, and food processing develop products that contribute to achieving the SDGs. ®
components needs, and general industrial and environmental equipment such as water treatment systems and hydrogen gas %
combustion equipment. M Drive components and Eelectric motion components g
Fine system We proyide state—of—th'e—arlt process control with a varielty of PVOC?'UCtS rangilng f"Om supply systems to exhaust systems In fiscal 2021, production of certain components was disrupted due to prolonged supply shortages of parts . §
components for se.mlconduoto.r fabrication. We support the electronic device industry with our fine system components that can be for products such as semiconductors. However, we made sure to tap growing demand in the semiconductor &‘g
used in clean environments. market and EMS-related demand in China, and managed to earn far higher revenues than in the previous [T ul\lﬂ”"w
fiscal year. Furthermore, annual sales revenue from the electric motion products business was its highest on \i‘m
Net sales Segment income and segment income margin Overseas sales and ratio of overseas sales record. In the area of profits, despite being impacted by soaring raw materials prices and logistics costs, we i
(¥ billion) (¥ billion) (%) (¥ billion) 417 » made improvements and tightened cost control as our sales climbed. As a result, operating income,
_150 _20 19.4 250 _40 50.0 particularly from CKD Nikki Denso and CKD (China) CORPORATION, beat the previous year’s figure by a
125.4 wide margin. ﬂ"/"w'
15 15.8 20.0 20 296 g7 208 40.0 As business confidence in the factory automation industry grows, the need for automation of equipment is
400 994 99.6 96 15.9 i | 300 382 increasing due to a shortage of human resources, and there is the need for equipment that do not stop and @ o
84.9 Q 15.0 .'\2%8\23-3 ® 30.0 that is easy to handle. To respond to these needs in our product development, we brought a new electric %
10 66 20 27‘_5 actuator to market. The controller is compact and multi-axis compatible and its basic performance, e.g., W %
w0 . o 10.0 200 transportable mass and maximum speed, is substantially improved. Moreover with ABSODEX, a series of g
- 86 e 10 direct drive motors that has earned high marks in a wide range of fields, we have made the driver smaller e g
o r4 _5.0 100 and enhanced ease of use through the adoption of visual programming, while retaining the simple feel of the =4 ! ®
previous models. ‘[E o
0 0 0 0 0 With moves aimed at tackling decarbonization and other social challenges picking up pace worldwide, we L vh Er I.
2018 2019 2020 2021 2022 2018 2019 2020 2021 2022 2018 2019 2020 2021 2022 ) ) ) ) - i
(fiscal years ended March) (fiscal years ended March) (fiscal years ended March) are developing electric motion products for the carbon-neutral age and by offering such products, we are t IEI
| )

M Net sales
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[l Segment income (left axis)
@ Segment income margin (right axis)

[ Overseas sales (left axis)
@ Ratio of overseas sales (right axis)

contributing to the realization of a sustainable society.

P37 I Reflecting on Fiscal 2021 continues into: M Fluid control components M Fine system components
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Strategy by Business

M Fluid control components

In fiscal 2021, Japan saw brisk demand from the semiconductor manufacturing equipment, medical device,
and general industrial machinery sectors. Although we had a hard time procuring parts and materials, we
increased domestic production capacity and earned higher revenues and profits than the previous fiscal year.

Overseas, meanwhile, we received numerous inquiries from East Asia, and to meet the demand, we
acquired real estate adjacent to the Thailand Plant in November 2021. We will use it to boost production,
mainly of fluid control valves.

Regarding our own production equipment, we moved forward with the control of multiple processing
machines using AGV robots and automated assembly lines, and with the construction of digital-driven
production lines. With products, too, we pressed ahead with the development of loT-related components,
and will continue making progress so that we can offer solutions for issues faced by society.

And to contribute to society in the effort to achieve carbon neutrality, we launched a line-up of solenoid
valves for hydrogen. We will continue to bring innovation to fluid control and automation, and thus contribute

to building a rich society.

M Fine system components

Chipmakers carried out active capital investment to support the spread of EVs and environmental
technology, contributing to a huge year-on-year rise in sales both in Japan and abroad. Demand grew
substantially not only for our mainstay semiconductor manufacturing equipment, but also for equipment for
plant facilities amidst a rush to construct semiconductor plants.

In response to rising global demand for semiconductors and accompanying capital investment, we are
increasing our output capacity not only at our domestic factories, but also at our overseas plants in South
Korea, China, and the U.S. as we put together a production structure that can meet the quality and lead-time
needs of our customers. Furthermore, we will be keeping in step with progress in the area of advanced
semiconductor process technology, which is becoming more challenging year by year, and aiming to speed ' »
up product development to meet customer needs. To that end, we will be reinforcing our development

structures in Japan and overseas.

Future Growth Strategy

The COVID-19 pandemic and the international situation have caused significant changes in social values, markets, and workstyles. In
addition, corporate social responsibility is becoming even more important for the realization of a decarbonized society. On the other
hand, with the spread of 0T and Al, efforts to increase product functionality and to automate and reduce labor in manufacturing are
further accelerating.

We will continue to be attentive to changing needs stemming from the external environment, offer products and services that
delight customers, and develop attractive products. We will also contribute to environmental and social sustainability by supplying
products that can help bring about carbon neutrality. Under the slogan of becoming the company of choice by meeting customer
needs, we will unite sales and production departments and domestic and overseas departments to achieve our 10-Year Vision.

M Pneumatic control components

Looking to the future, automation and labor-saving will gather pace as firms adapt to shortage of human resources and the post-
COVID-19 new normal, and demand for pneumatic control components and pneumatic drive components is expected to increase. In
addition, it will become even more important to benefit the environment and society in the pursuit of the SDGs. To this end, in production,
we will further accelerate the establishment of a global production system that takes country risk into consideration, and at the same time,
we will promote automation in consideration of the global environment to improve productivity.

As for product development, we are going to make further progress with the development of low environmental impact products to
help achieve carbon neutrality. We will also be pursuing the development of “maintenance-free” products and responding to various
automation and labor-saving needs.

And in addition to developing products that contribute to the safety of food and working environments, we will be working to expand
our service business, including maintenance and contributing to the resolution of problems facing society.

As we strive to accomplish the goals of the fifth Medium-Term Management Plan: Exciting CKD 2025, we will be embracing the
challenge of creating new value to bring excitement to customers, while ramping up the pace of our globalization and staying close to our
customers.

37 CKDReport 2022

M Drive components and Electric motion components

In the field of production equipment for monozukuri (manufacturing), expectations for carbon neutrality are building with each year that
passes. We view the development of products that contribute to CO. emissions reduction as a vital task and will offer an ideal product mix
that combines conventional compressed-air-based/fluid-powered drive systems with electric motion components.

We will develop pneumatic components that have longer service life, leading to stable operation of facilities and reduction of waste. We
will also expand our line-up of electric motion components and leverage our accumulated know-how to develop original new actuators,
offering new proposals that utilize both pneumatic and electric properties.

In addition, we are focusing on applying technology from our Automatic Machinery business to the development of image processing
tools and device control software, and will respond to customer needs by offering not only standalone components but also solutions that
encompass the control field. Automation needs are growing worldwide, as automation provides a means of establishing a sustainable
industrial structure. While there are numerous issues involved, we believe that CKD’s mission is to become close to customers and to
resolve these issues with them. So please look forward to seeing what CKD Motion System has in store going forward.

M Fluid control components

In overseas markets, despite the temporary impact of the spread of the COVID-19, economic development is expected to continue,
especially in ASEAN, and investment in infrastructure is expected to remain strong. We intend to expand sales in the growing Asian
market by boosting output of general-purpose control valves at the Thailand Plant and the China Plant in Wuxi.

Meanwhile in Japan, we will be focusing on providing customers with higher added value products that are customized to meet their
respective needs. By pressing forward with the development of products that will excite customers, we will enhance our cost
competitiveness and strengthen our earning power.

We are also going to develop products to meet the needs of customers in the semiconductor market, where demand will keep growing
in connection with loT proliferation, and invest in production equipment as the need to do so arises. We will endeavor to automate even
production lines used for small-lot production of various models, and aim to improve production efficiency and stabilize quality.

Furthermore, we will contribute to the realization of a hydrogen society by proactively coming out with products in the environmental
field. As an example of this, we have already launched a line-up of hydrogen-compatible solenoid valves. And we will continue to advance
the new ways of working that became widespread during the COVID-19 pandemic, enhance engagement within the Company, and
continue striving to make our business sustainable.

M Fine system components
In tandem with the COVID-19-induced rise in online communication, demand for PCs and communication devices is increasing. And in
the automotive field, e.g., EVs and autonomous driving, technical innovation is expected to drive demand for semiconductors.

In the Fine System Equipment Business, we have positioned the semiconductor manufacturing equipment-related business as a
growth and focus area and have set two growth strategies.

The first is to leverage CKD'’s strengths to develop products for cutting-edge semiconductor processes. Cutting-edge semiconductor
processes are rapidly evolving, and the issues involved present difficult challenges, but overcoming them can be expected to add more
value to products and deliver high earnings. We will develop products that fuse fine system clean technology with CKD’s core fluid
control, pneumatic, and electric motion technologies, and by solving customers’ issues with these products, we will aim to bolster
profitability.

The second is to expand sales and production capacity targeting North America and East Asia. The semiconductor shortage has
triggered a foundry construction boom in many countries of the world. Investments are especially brisk in North America and East Asia, so
we will strengthen our distribution structures in these regions. We are also going to expand the capacity of our North America and China
plants so that we can respond swiftly to customer needs. In Japan, we will also be expanding capacity through the new construction of
the Hokuriku Plant.

By supporting semiconductor fabrication, we will help make people’s lives more comfortable.

As the gas sector moves to contribute to the realization of a decarbonized society through the
achievement of carbon neutrality, industries that supply next-generation heat energy, such as through
methanation or the direct burning of hydrogen, are growing at an accelerating pace. Because hydrogen gas molecules
are smaller than those of natural gas or LP gas, the hydrogen is easily dispersed, which increases the risk of leaks.
This product is a sealing valve compatible with hydrogen gas. Quality has been strictly maintained, and the
product was subject to monitoring and testing.
Going forward it will contribute to growing environmental efforts to achieve carbon neutrality.
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®
® CKD’s Growth Strategies

CSDGS initiatives >
Through its automation and fluid control business domains, CKD has worked on technological innovation and value creation to help
resolve various social issues. Going forward, we will remain committed to achieving SDGs and building a rich society, as outlined in our ;)
Corporate Philosophy. S
5
c
Social issues Focus domains Core technologies Business segments SDGs initiatives 2
[ Rapid changes in business Food / Automatic Machinery Business -
environment /=y s
products ({1
w

[ Advancement/diversification of
manufacturing backed by the
growing momentum of loT

Medicaland © 255 3 et
pharmaceuticals é’? © |-+ —"'\/ v
I Rising need for automation ol
I Expanded demand for unit Rechargeable Automation
systems on the back of @

batteries

contribute to building a rich society. CKD, as a sustainability-oriented company, is committed to ensuring highly transparent business

[ Increasing demand for

(@)

) X - technology THRloER, A
3 equipment standardization/ Component Products Business - O
o labor shortages O- (/)
2 [ Human and robot cooperation Electronic - - - g
i i Q b components min HEr g ﬂ-?‘ 3
<BaS|C Policy ) = shift to unmanned factories, e == g
' and full utiization of Al o =
. . . . . . o . @ Fluid control A
For CKD to grow sustainably into the future, we have established the Basic Policy on Sustainability based on our Corporate Philosophy to [ Accelerated electrification Automobiles Eé’) teennalogy [ o @
=

a rich so stainabilty-oriented . ite & S
management, emphasizing environmental preservation, social contribution, and dialogues with its stakeholders. semiconductors — ®
Machine “@ o %_

tools (@0 (7]

7

Basic Policy on Sustainability iy

Semiconductors - [=

e

CKD Corporation (the “Company”), in keeping with its corporate philosophy, aims to contribute to the id
creation of a sustainable society and thereby enhance corporate value.
El The Company helps protect the global environment and solve social issues through business Social issues s s Materiality SDGs initiatives 5
activities, pursuing the quality of products and services and focusing on technological innovation. %
Fl The Company achieves fair and highly transparent management, emphasizing dialogue and I Climate change M Corporate Philosophy - Development of low environmental impact products 8
. . . . . - Products that emphasize safety and quali T
partnership with stakeholders. I Environmental pollution M Corporate Commitment rocu . emp '.Ze .aety . quality @
- Challenging technological innovation g’
I Energy problems I Standards of Conduct . Challenging new businesses and markets 4 oo 3
. H L J =}
I Scarcity of water resources ¥ Basic Policy on Supply chain management | o
) . : _ Sustainability - Reduction of CO, emissions e [ P
<Susta|nablllty promotion structure > I Waste disposal management . . - Reduction of water consumption E &
initiati ; [ Labor force shortages Lo Bl Gl - Prevention and reduction of waste
To promote our ESG and SDGs initiatives, and to contribute to . ) ) ) ) ) =
. ) ) ) Board of Directors 0 . . - Reduction of chemical substances impacting the environment M
the global environment and help enrich society through business g ¥ Diversity promotion Cororate qovernance II' s’
activities, we have established the Sustainability Committee and © . L i ) g L
o ) Report ‘51| M Human rights infringement - Compliance T §12 oot
the Sustainability Promotion Department. (7} ) e
—— . . . w - Risk management A éﬁ
The Sustainability Committee, chaired by the President, takes
. ) ) P : - Stakeholder engagement 13 o g T
stock of and discusses management issues relating to Sustainability Committee o . o
) . ) ) ) - Contribution to local communities z
sustainability. The issues discussed at the Committee are ) =5
) L ) - Occupational safety and health Q)
reported to the Board of Directors periodically (i.e. once a year) Report Decision , o)
- Development of human resources and future generations 3
and as needed. i Respect for human rights S
We will continue efforts to enhance our corporate value, such - iformaton e ’ " 8
) o ) o Internal Promofion Sustainability gathering | - Health and productivity management ®
as the promotion of SDGs initiatives and the dissemination of &—— &—— [ ) o o g
. . . . Promotion - Promotion of diversity and inclusion L
ESG information to outside the Company. Automatic . . o
Machinery Business pepot  Department .- - Promotion of work-life balance
sharin
EUTTELS " Stakeholders
Products Business . ) . L s
For more details, please refer to CKD Environmental/Social Contribution Products Eﬁ;jﬁ‘!ﬁ@
Corporate staff Spreading throughout Society~Contributing to SDGs through business activities, 'ﬁa, i ‘?';‘
divisions showcasing how we have worked on SDGs initiatives through business activities, ri;::;pr%ﬁ%
published in November 2021. [Offe eiis
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® CKD’s Growth Strategies

Environment

CKD is engaged in corporate-wide activities to improve the environment, including antipollution measures and compliance with product-
based environmental regulations, such as the European RoHS Directive. We recognize that the realization of carbon neutrality is
indispensable to meeting the needs of the international society, and believe that not only the business activities that enable harmonious
co-existence with the beautiful environment, but also the environmental activities undertaken by each of our employees can produce
significant positive results. CKD will continue to contribute to the preservation of the global environment by supplying to our customers
environmentally friendly products that comply with relevant laws and regulations, drawing on our years of experience in automation and
fluid control technologies.

‘/V . \
\ Policy )

We have established our environmental policy to demonstrate our commitment to ensuring that CKD’s business activities, products, and
services have adequate consideration for environmental impact, and to striving for ongoing improvement and the prevention of pollution.
We revised the Policy in April 2022, adding a new commitment to achieving carbon neutrality.

Environmental Policy

[l Promote development and sales of low environmental impact products.
Identify and comply with environmental regulations and their requirements, and promote the
realization of carbon neutrality and the prevention of environmental pollution.
a) Reduce CO2 emissions
b) Promote resource conservation
c) Reduce waste
d) Reduce environmental polluting materials

We are developing and expanding sales of low environmental impact products, focusing not only on the conservation of energy and
resources, but also on the environmental impact of products throughout their life cycles. While maintaining compliance with all
environmental laws and regulations, we have been also working to reduce our environmental burdens as much as possible by conducting
our business with our social responsibilities in mind and continually striving to reduce CO2 emissions and to prevent pollution.

f:Medium- to long-term targets (reducing CO. emissions) )

To contribute to the realization of a decarbonized society, the CO; emission reduction results and medium- to long-term reduction targets

CKD Group has been working to reduce CO: emissions by 50.0
setting the renewed medium- to long-term reduction targets by Basel
backcasting based on the target of achieving virtually zero CO: a;ejme
emissions in fiscal 2050. 400 o—e
Reduce by 50%
compared to
50cy 30.0 fiscal 2013
A 300

Reduce CO. emissions
Fiscal 2030

per unit of sales by (compared to fiscal 2013)

o i 20.0 e
DA Co.emissions . Achieve 200
virtually zero

We will promote the following initiatives as specific reduction 100

measures: —

@ Promote thorough improvements in energy conservation

@ Expand renewable energy (including upgrading solar power 0
—h——

b)) )
generation equipment and introducing green electricity) 2013 2014 2015 2016 2017 2018 2019 2020 2021 " 2030 2050 (Year)

® CO: emissions per unit of sales (t-CO2/¥ 100 million)
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( Development of low environmental impact products )

This effort in our product development was recognized as a
contribution to the reduction of environmental impacts. We
1 1 received the highest Golden Award at the 2021 AICHI

Environmental Award for two lines of products: the High
Durability component HP Series, which extends the life of
machines, and the Nitrogen gas extraction unit NS Series, which
enables the long-term storage of food products.

Number of low environmental impact products developed sca 2021)

CKD believes that developing more eco-friendly products
requires us to consciously incorporate targets for environmental
burden levels from the planning and development stages. With
this in mind, we have been developing products that reduce
environmental burdens by using our unique Environmental
Acceptability Assessment Form*.

*Environmental Acceptability Assessment Form: Evaluates environmental burden
levels in four areas—energy conservation, resource conservation, waste, and
environmental pollution both in terms of customer and internal environments.

Automatic Machinery

Component Products &\.

AICHI
En\'i ron lncnta[
Award

3D solder paste inspection
machine VP9000

Pharmaceutical products packaging
machine Eco Blister FBP Series

—

Food packaging machine Eco
Blister CFF-360E

Topics Environmentally friendly new smart office

In January 2022, we relocated the Osaka Sales Office to the

vicinity of Shin-Osaka Station and integrated Osakahigashi Sales

High durability component Nitrogen gas extraction
HP Series unit NS Series

Office into the Osaka Sales Office. The new office embodies the Sales office space 589
concept of an eco-friendly smart office and has implemented an
operating structure adapted to changes in the formats of Electricity consumption 58%
business operations in the wake of the COVID-19 crisis. For the Company vehicles 650,
new office, we have also worked to:

Paper consumption 399,

of the rising trends of work-from-home and digital transformation

n Reduce office space by introducing a shared-desk system in view
(DX) based operations

Promote paperless operations in line with increases in
teleworkers

the number of company vehicles as a result of relocating the

E Improve operational efficiency and promote car-sharing to reduce
office to a more convenient location.

Through these efforts, we have succeeded in significantly cutting
down on our infrastructure and realizing an environmentally
friendly new smart office.

CKD Report 2022
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® CKD’s Growth Strategies

Addressing Climate Change Risks and the TCFD

Damage caused by extreme weather events such as storms, floods, and droughts is increasing in many parts of the world. In addition,
regulations and markets are likely to undergo major changes in the course of the transition to a decarbonized society in the future.
Recognizing that the social and economic impacts of climate change are an important management issue that must be addressed in the
context of sustainability, we announced our support for the Task Force on Climate-related Financial Disclosures (TCFD) in June 2022. In
accordance with the TCFD recommendations, we will strive to proactively disclose information.

e e : '
\ Governance structure - sustainability promotion structure >

We have established the Sustainability Committee as an advisory body to the Board of Directors in order to address environmental issues,
including climate change, as one of the most important management issues, and to promote our response to these issues in an integrated
manner with our management strategy. (P39 > Sustainability Strategy)

Ve N
\ Strategy )

We have identified potential risks and opportunities associated with climate change throughout our supply chain and analyzed and
assessed their impact on our businesses. The analysis is based on the 4°C and below 1.5°C scenarios published by the International
Energy Agency (IEA). We have looked into the impact of climate change on the Company as of 2030 in each of these world views.

The scenario assumes a world in which the
global temperature rise is controlled to 1.5°C
through carbon neutrality measures such as
the introduction of a carbon tax and renewable
energy policies.

The scenario assumes a world in which the global average
° temperature rises an average of 4°C by 2100 compared to Below
4°C | °

‘ the global average temperature around the time of the 1 5 C
SEEED Industrial Revolution, and the severity of exireme weatfer SEETETE
events such as typhoons and heavy rainfall increases.

Analysis results

We have identified potential risks and opportunities for each scenario. In the 4°C scenario, the major risk is predicted to be an
increase in response costs due to the shutdown of operations and logistics functions as a consequence of more extreme weather
events, such as an increase in typhoons and storm surges. On the other hand, under the below 1.5°C scenario, the introduction of
a carbon tax and emissions trading, and a sharp rise in the price of fossil fuel-derived electricity due to global decarbonization
efforts are expected to pose a major risk of increased operating costs. The Company has measured the impact on our business of
the introduction of a carbon tax, a sharp rise in the price of electricity, and changes in metal prices, using the Net Zero Emissions
by 2050 (NZE), Sustainable Development (SDS), and Stated Policies (STEPS) scenarios of IEA. We have also measured the impact
on our business of physical risks arising in the event of floods and storm surges, based on the RCP8.5 and RCP2.6 scenarios and
the Manual for Economic Evaluation of Flood Control Investment.

We have also identified many opportunities as well as risks. Increased demand for EV-related products in line with the
development of a decarbonized society and the expansion of hydrogen-related business due to the spread of hydrogen technology
are expected to be major opportunities.

Risks and opportunities related to climate change and our responses (especially those having significant impacts)

Impacts of climate . o .

::I::I?:#ct;?gr?; Risks - Increase in business costs [Reducing risks]
emissions trading _ Opportunities - Increase in sales of products that contribute to the environment, such as CO: reduction ’ gg:ncga,f:mmn targets for the Group, including the Group
i
Compliance with GHG Risks - Increased costs for the replacement of equipment and fixtures with high-efficiency machines | . Instaﬁ solar power generation systems
emissions regulations - gpnortunities - Increase in sales of products that emit limited CO during their manufacturing process - Reduce Scope 2 emissions with green electricity
Risks *Increase in business costs due to higher renewable energy prices, and increased ° Reduce Scope 1 emissions using CO--free city gas
Impacts of PRFHGIVEHNG Egergv costs for upgrading company equipment to more energy-efficient models + Garbon Offsetting through the J-Credit Scheme
= olicy/Energy Saving - - - . -
the transition to Policy Ooportunities Increase in demand for services that lead to energy savings for customers, and [Capturing opportunities] ) ) )
a decarbonized s increased new business opportunities in solar, hydro, and biomass power generation |~ Enhance sales of pharmaceutical products packaging machines
societ: . ) 1 which limit packaging loss
y ; . Decreelise in sales when the Company is unable to respond to customers’ rapid shift | Strengthen electric motion products business
Risks ~ to motion components ) o ) - Strengthen the development of low environmental impact products
of - Increase in R&D costs for developing decarbonization technologies - Jointly develop lithium-ion battery pre-doping equipment
t|°Wh'c‘?’b?“ - Increase in sales of products for rechargeable battery manufacturing processes, products |- Launch a series of equipment for rechargeable batteries
echnologies T for hydrogen-related businesses, loT-related components for production facilities, - Publicize environmentally friendly products using the Global
P semiconductor-related components, etc., and increasing business opportunities that help | Contribution Product Guide
expand sales of motion components - Actively disclose information on our contribution to the environment
- Production stoppages and impact on business continuity due to damages to Reducing risks
Physical Risks production sites and the disruption of supply chains in the wake of disasters [ Establi % nd J rade disaster prevention management/BCP
. Intensification of - Increased BCP costs Stabish and upgrade disaster prevention manageme
impacts of extreme weather - - - - regulations in preparation for disasters
climate Svents - Increased Qemand for factgry automation equipment backed by cap{tal investments i |. Accelerate the replacement of air conditioners to energy-saving
change Opportunties the relocation and reorganization of production sites and the promotion of models
manufaptunng that does not depend on human resources . - Establish measures against infectious diseases
- Expansion of maintenance business related to reconstruction from disasters
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Future vision of the social environment surrounding CKD under below 1.5°C scenario

Procurement Business & logistics

© Extreme weather events cause physical @ Carbon tax and a surge in the price of
risks to supply chain electricity drive up operational costs

@ Decarbonization leads to a surge in the @ Productivity lowers in the face of rising

prices of metals (materials) and a rise in
procurement costs

temperature, increasing incidence of
infectious diseases, and extreme weather

Customers

@ Customers become environmentally

[0)®)
conscious O
@ Customers opt for recyclable products [I_[ | m

@ Investments concentrate on
companies that are proactive
in decarbonization and
environmental preservation
activities, which become a
prerequisite for the portfolio
companies today

@ Disclosure requirements

become more stringent

1 1 1 1
|
L}
Recycling regulations Occtlvrég?;:r%fvg)r(lttrseme
s & G

Promotion of renewable energy/
energy conservation, and
departure from fossil fuel

Tighter recycling regulations

d@h

Shift to EVs

o2 A
=~ |
9% = ® L | y/z=z])
Battery  Storage

chargers batteries
Increased demand for EV/ | Increased demand for

EV

Decreased demand for Increased demand for Increased demand for

Damages caused by extreme
weather events

Increased cases of § '
infectious diseases -

R §' Increased invgstments in companies
o2ooP N that are environmentally-friendly
200X g and disclose ESG information

U =

Expansion of infectious
diseases Government

Proactive implementation of
policies on climate change
(carbon tax, energy

— conservation, resource
recycling, etc.)

plastics packaging-related | products that contribute smart factories amid the hybrid vehicles amid the renewable energy markets — o

machinery under the to the global environment, | growing shift to a

growing trend towards a with the expansion of

N /, N

LU /introduction)  /Regulations\

trend away from plastics such as those helping decarbonized society low-carbon society renewable energy renewable o
reduce CO- emissions, in energy/energy R of ctarbon -on :3m|§3|0ns/l
tandem with growing conservation SNESSZANGLLLCDY
environmental awareness _— .

(Risk N
( )
\ Risk management D

With regard to various important issues for the Group, including
CO: emission reductions, the Headquarters administration
divisions, each business division, and Group companies identify
risks and opportunities that may hinder the improvement of
corporate value and the achievement of management targets.
Based on the findings, the Risk Management Committee
evaluates and identifies risks and opportunities according to the
level of their importance assessed based on the frequency of

occurrence and the magnitude of impact when they occur.
Countermeasures are discussed for the risks and opportunities
identified, and then reported to and shared with the Board of
Directors.
This way, we comprehensively manage and evaluate risks,
including climate change related risks.
(P62 b Risk Management)

T
(Indicators and targets

J

To contribute to the realization of a decarbonized society, the
CKD Group is working to reduce CO. emissions by setting
medium- to long-term reduction targets. Although we use CO2
emissions calculated under Scope 1 and 2 as indicators, but we
are considering calculating them under Scope 3 in the future.

Medium- to long-term targets (reducing CO. emissions)

Reduce CO. emissions 50%
per unit of sales by

Fiscal 2050 CO: emissions

Fiscal 2030
(compared to fiscal 2013)

_Achieve
virtually zero

Q For details of our Response to TCFD Recommendations,
please refer to our corporate website.

CKD Report 2022

44

SaN[eA s.aMO

1el1S Yyimoan s,.aMo

o
2
o
o

8oUBUIBAOY) 8jel0dio)

eleq a1esodion



CKD’s Growth Strategies

Human Resources

We believe the realization of a “Corporate Culture with Faith in Human Resources” requires us to develop
human resources and create a working environment in which employees can challenge themselves and
pursue self-fulfilment. We value the potential of each of our employees, regardless of gender, nationality,
or age, and have focused on strengthening our human resource development efforts so that each worker
with diverse strengths can make the most of his or her abilities.

( Human resource development

To better create a fulfilling workplace for employees, the supervisors and managers use a Career Planning Sheet as a means of
communication in assisting subordinates in their career planning efforts. We have strengthened our efforts to enable our diverse
employees to play active roles and make the most of their abilities in accordance with their career planning.

I Level-specific education system

Using a level-specific education system for
all employees, we provide educational
programs according to each worker’s role
in the Company, and educational support

¥ Self-improvement support program

We have launched a program to support
our employees in their voluntary learning
aimed at realizing their career plans. We
subsidize training courses, learning

[ Skill training workshop

We launched a skill training dojo (workshop)
in fiscal 2016 with the aim of teaching
employees how to use machine tools and
measuring equipment. We have thus worked

( Promoting diversity

CKD is promoting a workforce that embraces diversity regardless of gender, nationality, or age.

M Establishment of Diversity Promotion Office

In December 2021, we established the Diversity Promotion
Office, aiming for a company that continues to create added
values. To this aim, the Office has endeavored to make use of
the differences in the attributes of employees and draw out the
full potential from each of them. We will push forward with efforts
to promote diversity, such as the promotion of career
advancement of female and senior employees, the employment
of people with various types of disabilities, and the recruitment of
highly skilled foreign workers.

Evaluation by outside organizations

Awarded a Kurumin certification
In 2022, we obtained “Kurumin”

Certified as an Aichi Josei Kagayaki Company
(supporting women’s career success) Company

M Initiatives for promoting women’s career advancement
We have formulated and promoted an action plan relating to the
career advancement of women.

April 1, 2021 - March 31, 2023
(1) Increase the ratio of female workers in managerial
positions to 3% by fiscal 2022
(2) Achieve an average of at least 65% paid leave
utilization rate by all employees
Further, we aim to raise the percentage of female workers in
managerial positions to 10% or more in fiscal 2030.

Registered as an Aichi Prefecture Family Friendly

for optional self-development in line with  materials, correspondence courses, toimprove the skills of young employees and certification from the Ministry of WFR In 2016, the Company was given a In 2011, the Company registered and
that worker’s particular work assignment. e-learning, and self-improvement books. ensure that the skills of senior employees are Health, Labour and Welfare as a 5 “#  certification as a company making obtained certification as an “Aichi
passed onto their younger colleagues. company that is committed to a high efforts such as promoting work-life “ Prefecture Family Friendly Company” @9
level of childcare support to its % 2 balance and building a working sLLaEES as a company that is actively working e 9
employees. ’g” < environment that facilitates its to help employees achieve a good

‘J
i w -
s -~
W

Level-specific education system

M Introduction of the internal job

Examples of application of the self-improvement
support program

@ Costs of external learning classes

@ Costs of correspondence courses and learning
apps

@ Costs of textbooks, exercise books, and other
learning materials for acquiring qualifications

¥ Introduction of the innovator

Skill training workshop

¥ Fostering the next generation of

employees to balance work and

childcare/nursing care.

work-life balance.

‘fPromoting work-life balance

We have worked on a range of measures to improve the lives of our employees both at home and work, as we believe that an optimum balance
between work and life helps create an attractive working environment in which employees have a greater chance to achieve self-fulfilment.

M Reducing total working hours
We prevent overwork by implementing business improvement

Ratio of employees who took childcare leave*
(%)

SaN[eA s.aMO
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Q)
posting system challenge system potential leaders measures. The Company has complied with a labor- 120 00 Hfj %
Since fiscal 2021, we have introduced an  Since fiscal 2022, we have introduced an  The Company has also worked proactively management agreement on overtime work based on Article 36 100 88.2/0' / \ 9
internal job posting system as a means to  innovator challenge system which provides to foster the next-generation leader of the Labor Standards Act signed with its labor union. _80 @ \. ° %
support our employees with their career employees who are willing to take on a  candidates by: _60 80.0 78.6 o
i i i i i . di i _40 <
planning. The system is designed to challenge with gn opportunity a.m.d a place dispatching employees to the Department e e o e o e e o ” 20.3 3
encourage employees to take on a new to play an active role. Specifically, the of Management of Technology (MOT), —= 31 20 3.0 6.5 ) 3
. . . ) . L @ Set a day once a week for workers to leave office on time 0 - . ;’./ 2
challenge in the position they pursued on system is designed to publicly solicit Graduate School of Management, Tokyo 005 o o019 5020 001 °
their own. By working in the position that employees to present compelling proposals University of Science, ® Set specified days when all employees use paid leave ol ®Fomale {504l yoars ended March)
helps unlock their growth potential, we  with a view to launching a new business in - dispatching employees to the Advanced @ Operate an hourly paid leave system *Caloulated based on the fiscal year in which each childcare leave commenced
expect that they will become more the next decade. MOT Program, Nagoya Business @ Increase the number of annual holidays by one (from 120 days to 121 days) .
motivated, make the most of their abilities, Academy (hosted by Toray Corporate W Childcare support system
and achieve greater results Business Research, Inc.), and CKD has put a system for childcare leave in place, which is open to all its
- dispatching employees to GLOBIS I Response to law revisions employees. We have also extended the period in which our employees can use
Management School Following the revision of the Act on Childcare Leave/Caregiver the reduced working hour system and the exemption system where workers can
Leave in June 2021, the Company has encouraged its employees be exempted from overtime work. Specifically, we have extended the period up
to take childcare leave so that both its male and female to March 31 of the year when their children reach the sixth grade in elementary
I Programs for developing global human resources and Human Capital Developing global human resources employees can balance work and private life including childcare. school (i.e.12 years old). CKD is creating a working environment in which our o
local staff ; ; female employees can give birth with peace of mind, and where employees %
To promote the development of global human resources who will Dispatch of trainees from Japan to overseas bases psoivac a1, 2022 @ Establishing a working environment in which employees feel raising their children can balance their work and home responsibilities. s
play an active role on the world stage, we have established two § ke child | . L
types of trainee programs. One is the overseas trainee system, a ree o take chi care leave P % Nursing care support system -
v ) ’ CumUI ative total: - Set up & consultation desk on chidcare leave We have also created an environment in which employees who need to provide 5
program where Japanese employees go to overseas bases to - - Hold education and training sessions on childcare leave &

long-term nursing care can self-manage the situation while continuing to work.
CKD employees are allowed to take a leave for up to one year to care for their
spouses, children, their or their spouse’s parents, as well as grandchildren, siblings
or grandparents with whom they are living with and are dependent on them.

Q ESG Data

gain work experience in overseas businesses. Another is the
overseas subsidiary trainee system which allows the employees
of overseas subsidiaries to visit Japan and deepen their
understanding of Japan and the Company.

© Provide necessary information to each of the employees who
reported the Company on their pregnancy/childbirth, and
asking about their plan
- Distribute a manual on the Company'’s childcare related system

Dispatch of trainees from overseas bases to Japan (s of varcn 31, 202)

© Ratio of employees who took childcare leave
(the ratio and the average period of childcare leave taken)
- Male: 20.3% (2.0 months); Female: 78.6% (9.9 months)

Cumulative total: 1 9
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CKD’s Growth Strategies

Health and Productivity Management

“:Promoting health and productivity management

One of our key corporate commitments is creating a “Corporate Culture with Faith in Human Resources.” Human resources are valuable
corporate assets, and a key management resource for the sustained development and growth of the Company.

CKD Health and Productivity Management Declaration

We regard employee health as one of the most important management issues and hereby declare that we
will promote “Health and Productivity Management” by raising employee health awareness in cooperation
with health insurance unions and labor unions, and by working to create a workplace where employees can

Human Rights

The Group has established the CKD Group Human Rights Policy based on its Corporate Philosophy and Corporate Commitment. The
content of the Policy was deliberated on and determined by the Sustainability Committee, chaired by the President. We have identified the
respect for human rights as part of our materiality. Accordingly, we are committed to practicing actions that respect the human rights of all
persons involved in our business activities as an important management issue.

CKD Group Human Rights Policy

The CKD Group has established the CKD Group Human Rights Policy in order to practice actions that
respect the human rights of all persons involved in our business activities based on our Corporate

work vigorously and in good health, both mentally and physically.

I Key initiatives
[l Work-life balance
Workstyle reforms, management of time spent working
Prevention of lifestyle-related diseases
Promoting improvement of diet, sleep, and exercise habits,
prevention of passive smoking, and smoking cessation
Creating a comfortable working environment
Promoting mental health, improving the working environment,
and supporting employees with balancing medical treatment
and work

¥ Recognized as an Outstanding Organization for Health &
Productivity Management in 2022

In 2019, we formulated the CKD Health Management
Declaration and have been continuously implementing initiatives
that enhance health and productivity. Our efforts towards health
management were recognized and we were certified as an
outstanding organization for health and productivity
management under the large

enterprise category of the Certified ﬁ‘-//
Health & Productivity Management e
y Manag %"

Organization Recognition Program*
for three consecutive years from
2020.

2022

REREZSERAA

Health and productivity

*Certified Health & Productivity Management Organization Recognition
Program: A program operated jointly by the Ministry of Economy, Trade
and Industry and the Nippon Kenko Kaigi that gives recognition to
organizations carrying out excellent health and productivity management.

Occupational Safety and Health

In July 2021, we opened Occupational Safety and Health Center with the aim of promoting safety and health across the Company.
We are determined to nurture a corporate culture that places the top priority on safety by raising awareness of safety and health, aiming
for no accidents, and engaging in safety and health activities with the participation of all our employees.

Basic Philosophy

We place the greatest emphasis on safety and manufacture products in the right way.
We deliver products that customers can use with a sense of security from our safe and healthy

workplaces.

[il We will remain healthy both physically and mentally.

We all strive to raise awareness of safety, placing utmost emphasis on safety.

We comply with relevant laws and regulations, internal rules, and work procedures.
1 We make every effort to predict potential dangers.

5l We manufacture safe and secure products.

A7 CKD Report 2022

Philosophy and Corporate Commitment.

1. Scope of application

Our Human Rights Policy applies to all officers and
employees of the CKD Group. We also require all suppliers
and business partners of the CKD Group to understand
and practice the policy.

2. Respect for human rights

The CKD Group supports international norms related to
human rights, such as the United Nations Guiding
Principles on Business and Human Rights, the
International Bill of Human Rights, and the ILO Declaration
on Fundamental Principles and Rights at Work of the
International Labor Organization (ILO) and respects the
human rights of all persons involved in the business
activities of the CKD Group.

We will comply with national laws and regulations in
each of the regions in which we operate; and where there
is a gap between national laws and international human
rights standards, we will seek ways to respect
internationally recognized human rights.

3. Human rights due diligence

The CKD Group will establish a human rights due diligence
mechanism and implement initiatives to identify, prevent,
mitigate, and avoid negative impacts on human rights.

4. Corrective and remedial measures

When the CKD Group recognizes that its business
activities have, directly or indirectly, had a negative impact
on human rights, it will promptly take measures to correct
or remedy the negative impact.

5. Training

Appropriate training and instruction will be provided to all
directors, officers, employees, etc., of the CKD Group to
ensure that this policy permeates our business activities
and is effectively implemented.

6. Information disclosure

The CKD Group’s efforts to respect human rights will be
disclosed transparently and appropriately through its
website, integrated reports and other means.

7. Dialogue with stakeholders

We will strengthen our efforts to respect human rights
through active dialogue with stakeholders.

(Major initiatives relating to human rights

M Employee education on human rights
We provide new hires with education on human rights each year.

[ Revision of Purchasing Principles and Fundamental Policy
In April 2022, we revised our Purchasing Principles and
Fundamental Policy by additionally setting out a commitment
that we respect human rights and contribute to realizing a
sustainable society.

Going forward, we will promote the respect for human rights

across the supply chain.

;‘ For details of our Purchasing Principles and Fundamental
Policy, please refer to our corporate website.

M Establishment of a whistleblower contact point
(whistleblower system)

We have established a whistleblower contact point as a
mechanism through which employees and others who work in
the CKD Group can make reports.

(P61 » Compliance)

M Establishment of a harassment consultation contact

On top of the whistleblower contact, we have set up a
harassment consultation contact to facilitate the correct
understanding of harassment and to provide consultation.

CKD Report 2022 4.8
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® CKD’s Growth Strategies

® Dpx Strategy

We innovate fluid control and automation with creative wisdom and digital technology to deliver new value

that helps solve the issues of customers and society.

Creating New Value

Hardware

Fluid control
Automation

In fiscal 2021, the Company established Digital Strategy
Department, pushing forward with digital transformation (DX)
across the Company to transform its business model and
achieve operational excellence.

To transform our business model, we have worked to build a
service business that solves the issues of customers and

Software

Digital technology

Human

Creative wisdom

To achieve operational excellence, we have worked to
digitalize our operations in parallel with operational reform.
Specifically, we have endeavored to improve quality, cost,
delivery, and safety (QCDS), and enhance customer experience,
etc., by leveraging digital technologies with a focus on the SAP
core system.

(Expansion of software products

)

As software products, we have developed visual programming
tool Facilea, production support system Rinops, and LTE remote
controllers for equipment used in the primary industry. We are

combining these software products with CKD’s hardware to
build a service business that helps improve the productivity of
customers and solve social issues.

Drag & Drop

Easy to setup and input

Focilen Connectible
via LAN &
1O unit

PCs for industrial puposes
1O unit

Camera

- C
Lighting Indicator Sensor Button PLC
lamp

* GigE vision and USBS vision are registered trademarks of Automated Imaging Association (AIA).

Visual programming tool
Facilea

Data utilization with

wearable devices

Production support system

Rinops

LTE remote controllers for primary
industry

We have developed visual programming
tool Facilea, a software product that
anyone can easily use, drawing on our
image processing technology, one of our
core technological strengths.

In image processing, an area that
requires a high level of technological
expertise, Facilea enables its users to
automate their visual inspection and
prevent the outflow of defective products
through an interim inspection at low cost
without the need for technological
expertise. Facilea serves 90 or more
functions and is compatible with a variety
of devices, thereby enabling customers to
flexibly combine these functions and solve
their issues.

Production support system Rinops is a
DX platform designed specifically for
improving the efficiency of human work at
production sites. By using wearable
devices and connecting devices and
information within a factory, the users are
able to give work instructions and achieve
real-time collaboration among workers in
an optimal manner. We have been striving
to develop products that contribute to
improving the efficiency of human work
across the factory of a customer, besides
automatic machinery.

In recent years, the agriculture sector in Japan
has been making a shift towards smart
agriculture, especially as a measure to solve
issues including labor shortage and the need
to reduce work load amid the aging society
and declining population. We have developed
LTE remote controllers that remotely control
agricultural equipment on smart phones by
combining new loT/cloud technologies with
our knowhow on equipment control, which we
have accumulated through the development of
solenoid valves and other devices. The
product is provided with a variety of functions,
such as remote control, scheduled automatic
operation, accumulation of operational
records, and emergency e-mail notification to
help resolve the concerns of customers in the

<Information security

agricultural sector.

We have also worked to strengthen information security along

with the promotion of DX.

We clearly state the laws, regulations, and guidelines

Information security policy

Planning of information security measures

Information security management cycle

Implementation of information
security measures

applicable to information security in relevant procedures, provide
education and training to all employees, and conduct internal
audits. In particular, we recognize that cyber-attacks are a
material risk. We have implemented and updated the latest

security equipment and software.

Education & training on
information security

Do

society. To this end, we have been developing software products
and deliver them together with hardware products as one
system.

49 CKD Report 2022

In addition, the Information Security Promotion Committee has
continued to implement necessary measures, while monitoring
the trends of external threats, the status of company-wide
activities, and issues to be addressed.

Act

Assessment of information
security vulnerability
Incident management
Internal & external audits

Implementation of
corrective measures
Continuous improvements

CKD Report 2022
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® Corporate Governance

Corporate Governance

We strive to ensure and strengthen the feasibility of corporate governance from the perspectives of ensuring
transparent, healthy management, and appropriate cooperation with stakeholders to realize a greater level of
sustainable corporate value.

Corporate governance in the Company is based on our Corporate Commitment. To build good
relationships with stakeholders with whom we have various interests and become a company

Approach  that continues to be trusted, we believe it is essential to build a system that functions to
enhance management transparency and fairness to enable prompt decision making that leads
to sustainable growth and increased corporate value.

Corporate governance evolution

v
v
v
v
v
v

2012 » 2015 » 2017 » 2018 » 2019 » 2020 » 2021 » 2022

7 6 7 7 8 7 7 6

Internal: 5 Internal: 4 Internal: 4 Internal: 4 Internal: 5 Internal: 4 Internal: 4 Internal: 3
External: 2 External: 2 External: 3 External: 3 External: 3 External: 3 External: 3 External: 3

29% 33% 43% 43% 38% 43% 43% 50%

$10]98J1 [BUISIXF JO ORY S008I JO JBquInN

2017 - The number of External Directors increased from two to three
- Evaluation of the effectiveness of the Board of Directors initiated by a third-party organization

- Nomination & Remuneration Advisory Committee established
2018 - Information Disclosure Committee established
- Restricted stock remuneration introduced as a remuneration system for Directors (excluding External Directors)

- Compliance Committee (renamed from the Good Value Promotion Committee) established
2020 - Opinions exchanged between the Representative Directors, External Directors, and External Audit &
Supervisory Board Members

2021 - Sustainability Committee established
- Opinions exchanged between External Directors and External Audit & Supervisory Board Members

2022 - Proportion of independent External Directors: 50%
- Corporate Officer System introduced

51 CKD Report 2022

(Promotion structure >

The Board of Directors is positioned as an entity that determines
basic policies and important matters concerning management
as well as those required by laws and regulations.

Currently, the Board of Directors consists of six Directors,
including one female Director and one non-Japanese Director,
and the proportion of independent External Directors is set to be
50%. In addition, we have introduced a Corporate Officer
System in 2022. At the Board of Corporate Officers, which
reports directly to the Board of Directors, the Corporate Officers
promote prompt management decision-making and flexible
business execution. They aim to achieve both short-term and
medium- to long-term performance targets and further enhance
corporate value. In addition, we have established a Nomination
& Remuneration Advisory Committee as an advisory body to the
Board of Directors to strengthen the independence, objectivity,
and accountability of the Board of Directors’ functions
associated with director nomination and remuneration. The
committee is comprised of a majority of independent External
Directors, and is chaired by an independent External Director.

[ | Corporate governance structure

<Auditing functions >

The Company has adopted an Audit & Supervisory Board
system, and the Audit & Supervisory Board consists of four
Audit & Supervisory Board Members, including three External
Audit & Supervisory Board Members. Each Audit & Supervisory
Board Member audits the execution of duties by Directors by
attending meetings of the Board of Directors and other
important meetings, and by examining the status of operations
and assets, in accordance with the audit policy and audit plan
formulated by the Audit & Supervisory Board. Audit &
Supervisory Board Members cooperate with the Internal Control
Audit Office and the Accounting Auditor by exchanging
information regularly.

The full-time Audit & Supervisory Board Member also attends
important meetings such as Board of Corporate Officers
meetings to deliberate on the management matters of each
business division, analyze the business environment, and work
to understand the status of business planning progress to
provide appropriate audits.

Accounting audits are conducted under an audit contract with
an Accounting Auditor for Companies Act audits and Financial
Instruments and Exchange Act audits. We request fair and
unbiased accounting audits.

Appointment/
Dismissal

1 Report
Board of Directors Nomination & Remuneration
Advisory Committee

Risk Management Committee

Compliance Committee
Sustainability Committee

Information Disclosure Committee

General Meeting of Shareholders

Appointment/
Dismissal

Appointment/
Dismissal

Audit & Supervisory

S

Audit, etc. Board

Cooperation

Board of
Corporate Officers

Internal Audit Division

A A

. v v
Cooperation

Business execution
department audit

Business Divisions/Group Companies

V' N

g Accounting
Auditor

Accounting audit
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Corporate Governance

Corporate Governance

Boards and committees

Name Details
Outline
In the Regulations for the Board of Directors, the Company stipulates that the matters stipulated by laws, regulations, and the Articles of Incorporation, and other
matters related to important businesses shall be decided by resolution of the Board of Directors. The Board delegates decision-making authority for the execution of
other businesses to the Board of Corporate Officers in accordance with internal regulations that clarify decision-making authority.
B.oard of Main activities
Directors - The Board of Directors meetings provide a forum for more extensive discussions of important cases as matters to be discussed in addition to matters to be resolved
and reported.
- Conduct regular reports on the status of business execution from Executive Officers.
- Exchange opinions between the Representative Directors, External Directors, and External Audit & Supervisory Board Members.
- Exchange opinions between External Directors and External Audit & Supervisory Board Members.
Outline
The committee has been established to ensure objectivity and transparency in the decision-making process regarding the nomination of Directors and Audit &
Supervisory Board Members and the remuneration system for Directors and further strengthen the corporate governance system.
Nomination &
Remuneration Main activities
Advisory - The committee is chaired by an independent External Director. A majority of the committee members are independent External Directors. Meetings are held about
Committee four times a year.
- Appointment of candidates for Directors is determined in light of the appointment criteria.
- The committee determines policies on remuneration for Directors and the amount of individual remuneration, deliberates on the establishment and revision of the
remuneration system, and determines the specific details of the stock remuneration.
Outline
Board of The board promotes prompt management decision-making and flexible business execution to achieve company-wide management goals.
Corporate
Officers Main activities
(since July 2022) In principle, the board meetings are held twice a month. Directors, Audit & Supervisory Board Members, and Corporate Officers attend the meetings to discuss
business reports and applications from each division, which lead to prompt management decision-making and flexible business execution.
Outline
As part of business management, the committee establishes basic matters necessary to identify and comprehensively manage risks surrounding the Company and
conducts risk management.
Risk
Management Main activities
Committee - The committee meetings are held every three months in principle. However, they are held as needed at the chairperson’s discretion for risks that need to be
addressed immediately.
- Individual themes are selected from key risks. The status of each activity is regularly checked with instructions.
- In fiscal 2021, the committee promoted initiatives to promote information security, responses to climate change and BCP, and activities to increase engagement.
Outline
The committee ensures that all employees are fully aware of legal compliance and business ethics and promotes compliance with the CKD Group. It also conducts
activities to prevent compliance violations within the Company, acts as a contact point in the event of compliance violations, investigate the causes and establishes
measures to prevent a recurrence. The committee acts as a contact point for whistleblowing, conducts investigations in cooperation with each division within the
Compliance Company, reviews necessary corrective measures, and takes immediate action.
Committee Main activities
- Hold the meetings every six months in principle. - Report the results of reporting and recommendations to internal and external reporting contact points.
- Review disciplinary action proposals. - Review harassment prevention measures.
- Report the results of the harassment consultation contact. - Report to the Board of Directors.
- Report the results of compliance inspections (conducted in 2021).
Outline
The committee consists of the President as chairperson and relevant officers and division heads as committee members. It deliberates on key issues to promote our
ESG and SDGs initiatives, contribute to the global environment, and help enrich society through our business activities.
Sustainability
Committee Main activities
- Hold the meetings every six months in principle. - Report to the Board of Directors.
- Extract key issues. - Formulate response policies and plans.
- Review and deliberate on the progress of responses. - Disseminate policies and plans to related divisions and the entire Company.
Outline
The committee determines the materiality of information and the appropriateness of disclosure content in statutory and timely disclosure and works to establish a fair
and reliable information disclosure system.
. Main activities
Informatlon - The committee meetings are held every three months, after the settlement date of accounts, in principle. However, they are held as needed at the chairperson’s
Disclosure discretion for cases that need to be addressed immediately.
Committee

- Confirm the status of disclosure in IR, general meetings of shareholders, and business results. Review and determine the method of disclosure of matters to
be added.

- Review and respond with corrective actions when concerns are identified in disclosing information subject to the Fair Disclosure Rules.

- Monitor decisions made by the Information Disclosure Committee.

- Report to the Board of Directors.
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Skill set matrix
Significant concurrent . .
posiions Expertise and experience
Name Job title Gender Age' YS! The otwnicn, Manufactuing, quaiity  Sales  Finance  Legalffars Sustainabilty
appointment  nymber  the number  Corporate  technology y e International
; y and and andrisk  DXand IT ’
of oflisted - management - research and . 9 ; experience
comparies companies development safety marketing accounting management environment
: Representative Director,
Internal Kazunorl Chairperson of the Board of Male 65 18 [} [ ] [ ) () [ ) o
Kajimoto  pjectors and Chief recutive Offcer
i Representative Director,
Internal Katsuhito President, Presidentand ~ Male 54 6 (] o o o ([ o [ J
Okuoka Chief Operating Officer
Director, Managing
Internal Yl!SUKe Executive Officerand ~ Male 59 appémem) [ ] () [ ) [ ) ()
Hirako  Cpief Financial Officer
btemd  Noriko '
e Agai External Director Female 57 7 3 2 (] ([ [ ]
Eitemal Stefan '
) Sacre External Director Male 59 1 2 [ ] ([ ] [ ] () [ )
Exemal il External Director Male 57 Mo 2 1 ( J ( J ([ ] ( J
(ndependent)  Hayashi appointment)
Masafumi  Ful-time Audit & Supervisory
Internal Kokubo o Vember Male 61 2 o o o [ o ([
Bxternal Shuzo External Audit & Supervisory
(ndepencé) Hashimoto Board Member D € 2 { L L
External Kiyoshi External Audit & Supervisory (New
(Independent) Miura Board Member Male 64 appointment) ® [ ([ (]
el Tsuyoshi  External Audit & Supervisory (New
(ndependen)  Takeuchi Board Member Male 63 ponineny 1 ® ® o e
* As of June 24, 2022
Experience and knowledge of corporate management and Experience and knowledge of legal affairs and risk
Corporate business operation, which are necessary to fulfill medium- Legal Affairs management, which are necessary to develop a foundation
Mana%ement to long-term business goals, practice the Corporate and Risk for sustainable corporate value enhancement by establishing
Philosophy of “contributing to building a rich society,” and Management  a governance system, improving compliance, and thoroughly
grow together with society sustainably managing risks
Manufacturi Experience and knowledge of manufacturing, technology, Experience and knowledge of DX and IT, which are
anuracturing, 5.4 research and development, which are necessary to necessary to promote the creation of new value, such as
Technology, ) . . . ) . ) - - )
engage in R&D of automation and fluid control technologies DX and IT improving operational efficiency and optimizing business

Research and
Development

and manufacture products that contribute to solving
challenges faced by society

Quality and
Safety

Experience and knowledge of quality and safety, which are
necessary to deliver high-quality and safe products to
society and create a work environment that gives due
consideration to occupational safety and health within the
organization

Sales and
Marketing

Experience and knowledge of sales and marketing, which
are necessary to develop marketing activities that satisfy
customers, strengthen sales capabilities, and respond to
customers’ needs to become the company of choice

Finance and
Accounting

Experience and knowledge of finance and accounting, which
are necessary to disclose financial information, raise finance
properly, and aim to increase the Company’s corporate value
that satisfies both investing in growth and returning profits
to shareholders based on the sound financial standing

processes by utilizing newly introduced core systems and
integrating digital technologies and data

Sustainability
and
Environment

Experience and knowledge of sustainability and environment
to actively promote sustainability and environmental
initiatives to realize a sustainable society, which are
essential for the Company’s medium- to long-term
development as a company that contributes to society

International
Experience

Experience and knowledge of overseas businesses,
management, culture, etc., which are necessary to
accelerate globalization and fulfill management strategies
for expanding overseas markets
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® Corporate Governance

Corporate Governance

f’:EvaIuating the effectiveness of the Board of Directors >
Toward sustainable growth and increased corporate value, the
Company regularly examines matters such as the composition Main contents of the survey
of the Board of Directors and its operations as well as the @ Respondents All members of the Board of Directors
support structure for Directors and Audit & Supervisory Board (Seven Directors and four Audit & Supervisory
Members, so that the Board of Directors fulfills its roles and B Iz )
responsibilities effectively. ® Evaluation method Anonymous questionnaire

The results of the survey confirmed that the Board of Directors @ Summary of questions  Composition of the Board of Directors
conducts free, open, and constructive discussions and Management of the Board of Directors
exchanges views not as mere formality, that information m'eetingls ' .
necessary for [?irectérs Iand Audit & $upervisory B.oard Members B;zﬁﬁzf;sg ?utntgt?oio(;r?hgfBDggtg;sDri]::(?tttl)Tgs
to execute their duties is being provided appropriately, and that Training
the Board’s overall effectiveness is secured. The Company will Dialogue with shareholders (investors)
also further enhance opportunities for deliberation and provision Self-improvement
of information on management strategies and plans. @ Aggregation of results  Outsourced to ensure objectivity

The Company aims to further increase the effectiveness of the
Board of Directors referring to these evaluation results.
e . N
\ Cross-Shareholdings )

In principle, the Company does not hold cross-shareholdings,
except in cases where the Company judges that it will contribute
to the enhancement of its corporate value from the perspective
of business strategies, business alliances with business
partners, and the maintenance and strengthening of business
relationships.

If the significance of the shares held by the Company has
diminished, the Company will sell them in a phased manner,
taking into account the circumstances of the company
concerned. If the Company determines that it is necessary to
hold shares, the Board of Directors examines the objectives and
rationale for holding the shares by examining the stock every

year to determine the need for business strategies, business
alliances, and the maintenance and strengthening of business
relationships. When exercising voting rights pertaining to these
shares, the Company will consider whether or not the exercise of
voting rights will lead to an increase in the corporate value of the
issuing company and shareholder value, for example, by
opposing any proposal in the event where the financial health of
the issuing company is adversely affected or if an illegal act
occurs.

In the event that a company holding shares of the Company
indicates its intention to sell the shares, the Company will not
prevent such sale.

/V - 0
( Officer remuneration

The Nomination & Remuneration Advisory Committee has been
established to ensure objectivity and transparency in the decision-
making process regarding the remuneration system for Directors
and further strengthen the corporate governance system.

[l Determination process and details

Remuneration for Directors consists of basic remuneration,
performance-linked remuneration, and stock remuneration, while
External Directors who are responsible for the oversight function,
are paid only basic remuneration, in light of their role.

The ratio of Directors’ remuneration by type is designed so
that the higher a person’s position, the greater the proportion of
performance-linked remuneration. To further increase
transparency, the determination process and the determination
of individual remuneration for Directors are decided based on
recommendations of the Nomination & Remuneration Advisory
Committee chaired by an independent External Director, within
the range approved by the general meeting of shareholders.

55  CKD Report 2022

Policy on determining the remuneration for Directors

Basic Policy

[l Design the system to motivate officers to contribute to the
enhancement of corporate value

Ensure the appropriateness of the method for determining
the remuneration and distribution

Design the system to allow officers to share the interests
with shareholders through stock ownership

In fiscal 2021, the achievement rate for each of the
performance indicators for performance-linked remuneration
ranged from 40% to 70% of the evaluation indicators, i.e.
consolidated net sales, consolidated operating income, ROE,
development investment, and environmental initiatives for the
previous fiscal year, which are linked to the Medium-Term
Management Plan.

Types of remuneration
(composition ratio)

Basic remuneration
(about 30 to 70%)*

Remuneration details

@ The amount is fixed by position according to responsibilities determined upon comprehensive consideration while referring to the levels of
employees’ salaries and remuneration levels at other companies.

Performance-linked
remuneration
(about 20 to 40%)*

@ To raise awareness on improving performance each year, performance-linked remuneration is paid in cash in an amount reflecting the results
of the performance indicator in the previous fiscal year.

@ The target performance indicator and its amount are consulted with the Nomination & Remuneration Advisory Committee as necessary in
accordance with changes in the environment and are reviewed based on its recommendations.

@ Officers other than those with titles are eligible for bonuses, to be paid at a certain time each year in an amount obtained reflecting the
degree of targets achieved for each individual.

Restricted stock
remuneration
(about 5 to 20%)*

@ Restricted stock remuneration consists of restricted stock intended to further raise motivation to contribute to sustainably improving corporate
value and shareholder value over the medium- to long-term within the range approved at the general meeting of shareholders.

@ The number of shares to be granted to Directors is resolved in advance at a Board of Directors meeting.

@ The restrictions on shares are lifted when the Director retires.

* If there is a pronounced decline in performance, performance-linked remuneration and stock remuneration may fall below the stated range. Therefore, basic

remuneration may surpass the stated range.

Proportion of basic remuneration, performance-linked remuneration, and restricted stock remuneration

Internal
Directors

External
Directors and
Audit &
Supervisory
Board Members

Performance-linked Restricted stock

Basic remuneration remuneration

(30 to 70%)

remuneration
(20 to 40%) (5 to 20%)

Basic remuneration
(100%)

B Remuneration for Audit & Supervisory Board Members
Remuneration for Audit & Supervisory Board Members is determined by the Audit & Supervisory Board within the range approved at the
general meeting of shareholders.

M Total remuneration, total of each type of remuneration, and number of recipients by type of officer in fiscal 2021

(¥ million)
Total remuneration by type
Officer type Total remuneration Performance-linked Number of officers
Basic remuneration . Restricted stock remuneration
remuneration

Directors 236 143 72 20 8

Audit & Supervisory Board 43 43 _ B 4
Members

Total 280 187 72 20 12

*1 Of the amount paid above, the total remuneration for four External Directors and three External Audit & Supervisory Board Members is ¥40 million.
*2 As of March 31, 2022, there are seven Directors (including three External Directors) and four Audit & Supervisory Board Members (including three External
Audit & Supervisory Board Members).

/ - - - - -
\ Criteria for judging independence

The Company deems an External Director or a candidate for External Director to be independent of the Company if the Director or the
candidate is judged to have no risk of generating conflicts of interest with ordinary shareholders of the Company.

* For details of our Criteria for Judging Independence, see “Corporate Governance” in our website.
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Corporate Governance

Messages from External Directors

Stefan Sacré
External Director

xternal Director

Conventional formulae for success no longer apply today, when
the business environment is changing at an extremely swift
pace. Sustainable growth cannot be driven forward under such
circumstances unless objective risk management is ensured on
the one hand, while daring risks are also boldly taken on the
other. Global agenda, including progress of the cyber physical
system (CPS), economic security accompanying the conflict
over technological supremacy, and the intensification of climate
change, are becoming more serious.

With automation and fluid control technologies as the
foundation, CKD has been continuing to change by anticipating
the trend of the times. The Company has grown into a large tree
embodied by a wide-ranging family of products consisting of
over 500 thousand items. “Sustainable” is an important keyword
of the “10-Year Vision: GO CKD!,” our long-term management
vision formulated in 2016 that depicts how CKD would like to be
in 10 years’ time. The path being followed by CKD as it
continues taking on its challenge toward green transformation
(GX) and DX coincides with the initiatives taken from the
perspective of ESG. In the Sixth Assessment Report of the
Intergovernmental Panel on Climate Change (IPCC) released in
2021, a warning bell was sounded for further acceleration of the
human-induced climate change crisis. CKD set new medium- to
long-term CO: reduction targets and is working to reduce CO:
emissions per unit of sales by 50% by fiscal 2030 and to achieve
net-zero emissions by 2050.

Under the fifth Medium-Term Management Plan: Exciting CKD
2025, the Company has set a goal of creating new value by
evolving into a DX-based service business. When deploying a
new ERP software system, the Company worked tenaciously
even when faced with an unexpected increase in workload and
irregular responses. Success was achieved by fully mobilizing
the wisdom that is distinctive of CKD. During the transition
process, a fundamental review of the existing growth trajectory
and work flow also became necessary, resulting in an uphill
battle. However, unified management of the flow of people,
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Koichi Hayashi

External Director

Noriko Asai, External Director

goods, and money was made and results were achieved in
grasping the situation even amid the COVID-19 pandemic. As
we stand at the threshold of 2025, | am confident that the ability
to overcome difficult challenges, which was developed through
this experience will undoubtedly be utilized in the evolution into a
DX-based service business.

Financial indicators do not readily show the capabilities of a
company’s human resources. However, these capabilities have
an impact on its corporate value. For this reason, further
investment in intangible assets, such as R&D and human capital,
can be raised as an issue to be addressed. To accelerate the
creation of innovation through diversity and inclusion, | believe
there is a need to further boost the level of frameworks that
enable diverse human resources to exert their abilities and play
active roles regardless of their gender, age, nationality, or other
attributes. The same is true for training and support systems.

As an academic, | have been making reference to the
utilization of Al, loT, and big data, and also pointing out the
importance of reskilling based on the Annual Report by World
Economic Forum. While teaching a university course on
production management, | am now also a student studying both
theory and practice alongside engineering and informatics
graduate students under the Practical Data Scientist
Development Program. This requires hard work. However, it
provides me with an opportunity to not only acquire new
knowledge but also gain new insights by coming into contact
with novel concepts, viewpoints, and diverse values in a different
world. Taking into consideration my own practical activities, | get
the sense that this will be a chance for self-renewal.

As a Doctor of Economics, | will make use of the expert
knowledge and experience | have cultivated at more than 3,000
manufacturing sites. | will fulfill my supervisory function from the
perspective of both offensive and defensive roles, and from an
external standpoint that is independent of the Company. | intend
to do my best to contribute to CKD’s sustainable growth.

CKD operates in a global environment which is experiencing
turbulent times: political, economic, and societal changes are
encountered as shocks rather than as gradual trends. The war in
Ukraine and its economic fallout, high levels of inflation, and new
forms of working arrangements under remote conditions came
unexpectedly — and were not part of the business plans. In the
absence of a stable environment, an effective risk management
system guards CKD from existential threats.

Since the mentioned political and economic turmoil capture
the headlines, topics of sustainable development (SDGs) and
ESG are at risk of becoming forgotten. It would be irresponsible
to slow down the efforts to address the urging long-term threat.

Like many companies, CKD faces the challenge of how to
enact bold ESG measures while pursuing ambitious growth
plans at the same time. The topic of “diversity”, however, may
serve as one example in which economic and social goals can
go hand in hand: The tightening labor market in Japan intensifies
the competition to attract and retain talent. By actively promoting
“diversity”, CKD could tap into a human resource pool which is
presently not fully utilized. It will be important to embrace
“diversity” as an opportunity — and not regard it as a necessary
evil.

CKD has been expanding its business domains to date by
increasing its domestic and overseas production bases, and
through M&As. And, the performance of the Company has been
steadily improving even during the prolonged the COVID-19
pandemic. The Company’s strong desire to develop and
manufacture good products and deliver them to customers has
been the engine for its growth up to now.

Meanwhile, if we turn our attention to the external
environment, companies are currently facing post-pandemic
changes in the business environment. Location independence,
for example, has been resulted from a shift from in-person to
remote interactions. This is accompanied by sophistication of
communication skills. There is also the fragility of the global
economy, as represented by the Russia-Ukraine Crisis. These
circumstances can indeed be described as VUCA, which stands
for volatility, uncertainty, complexity, and ambiguity. We need to
navigate a business under such circumstances where the future
is uncertain. As a great reset is truly needed in this day and age,
it is important how a company can retain its “good old corporate
culture” while ensuring that it meets today’s needs. Careful
consideration must be made to identify what should and should
not be changed. At the same time, selection and concentration
must be promoted to build a management structure that will
enable to make the most of our managerial resources. | believe

Stefan Sacré, External Director

CKD’s globalization of its business is not only a business
opportunity but also a means of globalizing its workforce. The
orchestration of a more global company requires appropriate
rules and guidelines, capable human resources, as well as risk
management. These capabilities need to be developed together
with a more global mindset.

The business environment does not only hold more risks, but
also offers more opportunities; CKD is well positioned to benefit.

The long-term mega trends stay intact, and semiconductors
and batteries will play an important role. CKD’s strong presence
in these market segments promises long-term growth and
opportunities. The strong company brand and its financial
strength allow CKD to position itself as reliable and a partner of
choice.

With a rather modest share of overseas business, the
international markets offer further growth potential. The proven
competitiveness of CKD’s products and solutions can be
leveraged into other markets.

Koichi Hayashi, External Director

that promoting the thorough streamlining and visualization of
management as well as building a company-wide combat-ready
structure are of importance. Specifically, it is to share the
strengths and weaknesses of the Company with all employees
while utilizing various financial indicators. Furthermore, it is to
establish clear targets for each segment and promote measures.
| think that the thorough implementation of such efforts on a
global scale by the whole organization, including those in Japan
and overseas, will enable them to head in the same direction,
making further growth possible.

Through my work experience in accounting audits and
management consulting, | have had many opportunities to
observe the way a strong organization should operate. During
that time, | have witnessed through my involvement in M&As,
including post merger integration (PMI), how difficult it can be to
bring together organizations whose values differ. On the other
hand, | have also seen many examples of the dynamism of
growth of companies when the organizations were able to
merge successfully. My intent is to utilize such experience and
contribute to increasing CKD’s corporate value, while providing
support to the Company’s management setup.
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® Corporate Governance

Board of Directors and Audit & Supervisory

Board Members

Directors

Kazunori Kajimoto

Representative Director,
Chairperson of the Board of
Directors, Corporate Officer, and
Chief Executive Officer (CEQ)

Apr. 1980  Joined the Company

Jun. 2004 Director & Executive Officer
General Manager, Sales and Marketing Division

Jun. 2005  Director & Managing Executive Officer
Jun. 2008 Representative Director and President
Jun. 2021 Representative Director, Chairperson & CEO (to present)

Reason for appointment

Mr. Kazunori Kajimoto has extensive experience in overseeing sales
divisions as well as abundant experience and broad insight as a
corporate executive. We have appointed him as we believe that he will
contribute to our management by utilizing the above.

Yusuke Hirako

Director, Managing Executive
Officer, Corporate Officer, and Chief
Financial Officer (CFO)

Apr. 1986  Joined Mitsui Bank

Apr.2015  Executive Officer, General Manager, Tokyo Banking Department VII,
Sumitomo Mitsui Banking Corporation

Apr.2017  Executive Officer, General Manager, Eastern Japan Corporate Banking
Division IV

Jan. 2018 Managing Executive Officer, General Manager, Nagoya Corporate Banking
Division, in charge of Nagoya Banking Department, Nagoya Banking
Division

Apr.2020  Managing Executive Officer, Sumitomo Mitsui Financial Group, Inc.
Managing Executive Officer, Sumitomo Mitsui Banking Corporation

Jan. 2022 Advisor, the Company

Jun. 2022 Director and Managing Executive Officer (to present)

Reason for appointment

Mr. Yusuke Hirako has extensive experience developed over the years in
financial institutions and broad insight into finance and accounting. We
have appointed him as we believe that he will contribute to our
management by utilizing the above.
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Katsuhito Okuoka

Representative Director, President,
Corporate Officer, and Chief
Operating Officer (CO0)

Apr. 1991 Joined the Company

Jun. 2015 Executive Officer, General Manager, Components Business Division

Jun. 2016  Director & Executive Officer

Jun. 2018  Director & Managing Executive Officer

Jun. 2019 Representative Director and Senior
Managing Executive Officer

Jun. 2020  Representative Director and Senior Managing Executive Officer, General
Manager, Corporate Planning Department

Jun. 2021 Representative Director
President & COO

Jun. 2022  Representative Director, President & COO (to present)

Reason for appointment

Mr. Katsuhito Okuoka has extensive experience in overseeing production
and corporate planning divisions as well as abundant experience and
broad insight as a corporate executive. We have appointed him as we
believe that he will contribute to our management by utilizing the above.

Noriko Asai
External Director

Apr. 1997 Research Assistant, School of Economics, Nagoya University

Mar. 1999  Received Ph. D. (Economics)

Apr. 2007 Professor, School of Management, Chukyo University

Jun. 2015 Director, the Company (to present)

Jun. 2020  External Director of Ibiden Co., Ltd. (to present)

Jun. 2021 External Senior Director of Okuma Corporation (to present)

QOct. 2021 Guest Professor (Production Management), Graduate School of
Economics, Nagoya University (to present)

Jun. 2022  Student of Practical Data Scientist Development Program, Mathematical
and Data Science Center, Nagoya University

Reason for appointment

Ms. Noriko Asai appropriately performs her duties as an External
Director by making important managerial decisions and overseeing
business execution from an independent and impartial standpoint.
Furthermore, she has abundant experience as a Doctor of Economics
(Production Management), including analyzing management practice in
numerous manufacturing plants. We have appointed her as we expect
that she will oversee all aspects of the Company’s operations and offer
advice and opinions from broad perspectives.

Stefan Sacré
External Director

May 1991 Received Ph. D (Engineering) from the Technical University of Berlin

Aug. 1998  Representative Director, SICK Optic-Electronic K.K. (Japan)

Jan. 2006  President, Bosch Rexroth Corporation (Japan)

Jan. 2011 CEO, EagleBurgmann Germany GmbH & Co. KG

Jan. 2017 President and Representative Director, Garl ZEISS Co., Ltd. (Japan) (to present)
President and Representative Director, Carl Zeiss Meditec Co., Ltd. (to present)

Jun. 2021 Director, the Company (to present)

Reason for appointment

Mr. Stefan Sacré appropriately performs his duties as an External Director by
making important managerial decisions and overseeing business execution
from an independent and impartial standpoint. Furthermore, he has high
academic knowledge as a Doctor of Engineering and abundant experience
as a corporate executive in the manufacturing sector in Japan and overseas.
We have appointed him as we expect that he will oversee all aspects of the
Company’s operations and offer advice and opinions from broad
management perspectives.

Audit & Supervisory Board Members

Masafumi Kokubo

Full-time Audit & Supervisory Board
Member

Apr. 1983 Joined the Company

Oct. 2008  Chairman and President, TAWAN CKD CORPORATION

Jun. 2015 Executive Officer, General Manager, Corporate Planning Department
Jun. 2018 Director & Executive Officer

Jun. 2019 Director & Managing Executive Officer

Jun. 2020 Full-time Audit & Supervisory Board Member (to present)

Reason for appointment

Mr. Masafumi Kokubo has abundant experience in overseeing sales
divisions, including those overseas, and the Corporate Planning
Department. We have appointed him as we believe that he will
appropriately audit management based on such experience and insight.

Kiyoshi Miura

External Audit & Supervisory Board
Member

Apr. 1980  Joined Sumitomo Bank

Apr. 2010  Executive Officer, General Manager, North Osaka Corporate Banking Division,
Sumitomo Mitsui Banking Corporation

Apr. 2012 Managing Executive Officer secondarily responsible for Corporate Divisions, In
charge of Western Japan Region

Jun. 2014 Representative Director and Executive Deputy President, Kansai Urban Banking Corporation

Apr. 2019  Representative Director and Executive Deputy President, Kansai Mirai Bank, Limited

Apr. 2020 Director, Chairperson of the Board of Directors, SMBC Human Career, Co., Ltd.

Jun. 2022 Audit & Supervisory Board Member, the Company (to present)

Reason for appointment

Mr. Kiyoshi Miura has experience developed over the years in financial
institutions as well as abundant experience and broad insight as a
corporate manager. We have appointed him as we believe that he will
apply such experience and insight to the Company’s audit.

o J Koichi Hayashi

l I External Director

Oct. 1990  Joined KPMG LLP, New York Office

Apr. 1997 Registered as a certified public accountant

Mar. 2008  Representative Director, Attax Co., Ltd. (to present)

Jun. 2010 Audit & Supervisory Board Member, the Company

Jun. 2013 External Audit & Supervisory Board Member, Plaza Create Co. Ltd.
Jun. 2018  External Director, Plaza Create Co. Ltd. (to present)

Jun. 2022 Director, the Company (to present)

Reason for appointment
Mr. Koichi Hayashi has professional knowledge as a certified public
accountant and abundant experience as a corporate executive. We have
appointed him as we expect that he will oversee all aspects of the
Company’s operations and offer advice and opinions from broad
management perspectives.

Shuzo Hashimoto

External Audit & Supervisory Board
Member

Apr. 1987  Registered as attorney-at-law, Joined Oguri Law Office

Apr. 1992 Established Hashimoto Law Firm, Director (to present)

Apr.2004  Vice Chairman, Nagoya Bar Association (currently Aichi Bar Association)
Jun. 2020 Audit & Supervisory Board Member, the Company (to present)

Reason for appointment

Mr. Shuzo Hashimoto has abundant experience and broad insight as a
lawyer. We have appointed him as we believe that he will apply such
experience and insight to the Company’s audit.

Tsuyoshi Takeuchi

External Audit & Supervisory Board
Member

Oct. 1983 Joined Peat Marwick Mitchell, Osaka Office (currently KPMG)
Apr. 1988 Registered as a certified public accountant

Sept. 1993 Head of ASEAN Japan Center, KPMG Singapore Office

Jun. 1999 Representative Partner, Century Audit Corporation

Jun. 2003 Representative Partner, Azsa Audit Corporation

Jul. 2021 Representative Director, PM Business Solutions Inc. (to present)
Jun. 2022 Audit & Supervisory Board Member, the Company (to present)

Reason for appointment

Mr. Tsuyoshi Takeuchi has professional knowledge as a certified public
accountant and abundant overseas experience. We have appointed him
as we believe that he will apply such experience and insight to the
Company'’s audit.
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® Corporate Governance

Compliance

In our compliance regulations and Standards of Conduct, we make our legal compliance approach clear. We are
pursuing a variety of initiatives with the aim of raising awareness of compliance throughout the entire group,
including overseas.

A h We will fulfill our social responsibilities by ensuring every employee adheres to laws,
roac
PP regulations, and business ethics.

<Thoroughly enforcing Standards of Conduct

Our Standards of Conduct clearly outline our thorough policy
regarding legal compliance, comprehensively covering topics
including fair transactions, preventing harassment, bribery and
illicit benefit sharing, and other dishonest and corrupt acts.
Additionally, in order to communicate this policy widely
throughout the Company, we provide all employees with a CKD
Standards of Conduct Manual, implement internal compliance
training, and share legal compliance information with overseas
bases.

Risk Management

CKD considers risk management as an important operational activity to be a company that continues to earn the
trust of society and develops a structure to that end. At the same time, the Company strives to mitigate material

risks and minimize loss that results from risk.

CKD identifies various risks ancillary to business activities so as to ensure business continuity

Approach and to raise corporate value, and based upon the proper assessment of such risks, undertakes

efficient and effective management activities.

<Risk Management Structure

)

The Risk Management Committee has been established as an
organization under the direct control of the Board of Directors,
and reports the progress and results of its activities to the Board
of Directors on a regular basis to promote risk management.

We have established a Risk Management Office as a subordinate
organization of the Risk Management Committee in July 2022, and
established a monitoring system by the Internal Control Audit Office
to further strengthen our risk management system.

Specifically, the Risk Management Office comprehensively

status of each division’s efforts to address each risk, and
encourages improvements as necessary. It regularly reports to
the Risk Management Committee.

The Internal Control Audit Office, the third line of risk
management, monitors the appropriateness of functions of each
division, which is the first line of risk management, and the Risk
Management Office, which is the second line.

These three functions make up the Three Lines of Defense
System.

<Hand|ing risk of compliance violations

The status of handling matters related to legal compliance as
stipulated in the Standards of Conduct is covered under risk
assessments of business operations carried out by the Risk
Management Committee under the supervision of the Board of
Directors. Procedures for handling these matters are considered
in accordance with the importance and priority of the risk
involved. When dealing with customers and suppliers who may
become new business partners, we carry out due diligence as
necessary, including screening before any transaction is carried
out and confirming whether there have been any instances of
inappropriate transactions, fraud or corruption.

Furthermore, our approach to compliance is clearly stated
through means such as the Requests for Business Partners
posted on our corporate website, and new business partners
are informed of this approach.

In fiscal 2021, there were no cases of disciplinary action taken
for reasons such as bribery or corruption, nor any instances of
expenses occurred, such as fines or settlement payments, in
relation to such acts.

Standards of [OR 220 Requests for
Conduct b i Business Partners

CWhistIebIower system

We have established a whistleblower helpline as a mechanism
through which employees and others who work in the CKD
Group can make reports. In addition to the internal whistleblower
hotline, we have established an external helpline staffed by an
independent lawyer to ensure anonymity and confidentiality of
whistleblowers and to protect them as well as to detect and
correct compliance violations as early as possible. Reports can
be made regarding a wide range of compliance violations,
including violations of the Antimonopoly Act, such as cartels,
and violations of criminal laws, such as bribery, corruption, and
embezzlement.
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We continuously work to make employees aware of this
whistleblower system, and we are making progress on creating
a structure which enables reports to be made by overseas-
based employees by developing our ability to handle reports in
English and other multiple languages. The details of reports are
presented to Representative Directors (or External Audit &
Supervisory Board Members, depending on the nature of the
case) without delay, and matters are investigated and
deliberated on by the Compliance Committee. We take action to
correct any problems and ensure that they do not reoccur.

identifies and analyzes the risks for CKD as a whole, checks the

Board of Directors

c
S
&)

» Risk Management Committee

Instruction I

Second : : jiadl  Information Security
q Risk Management Office < Promotion Committee

A
CheckI KRI Incident I Report
A 4

A
Hearing I Extraction of risks IResponse
v

Take measures and respond to individual risks.

9014J0 UPNY 03U0J [RUIBJU]

First Line Conduct monitoring and reporting.
> .

Business risks | Product risks | Operating risks | Financial risks inforr!LSgg i H:nnl;a:gbr;sz:lr(cse Legal risks Quality risks Trade risks Enwr:)igg itz and others
<Risk identification process >
Each of the business divisions, Group companies, and the Head
Office administration divisions identifies risks that may hinder the Exdraction

improvement of corporate value and the achievement of
management goals and their countermeasures. Risks are

identified as external factors, such as risks surrounding

corporate management, risks related to random attacks, natural

disasters, and other contingent risks, and internal factors, such ~ Monitoring
as risks related to management’s decision-making on business

strategies and risks related to business execution. They are

evaluated and identified based on the frequency and degree of

impact when they occur. Identified risks are reported to and

shared at the Board of Directors.

Differentiation of risks

Classification

Identification of risks

Frequency and impact

Risk response

Transfer, avoidance, diversification,
mitigation, or acceptance
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® Corporate Data

Financial/Non-Financial Highlights

B Financial highlights

Net sales ¥142,199 milion
Operating income ¥17,879 milion

Overseas sales ¥45,647 milion
Ratio of overseas sales 32.1

(¥ million) (%) (¥ million) (%)

150,000 142,199 180 50,000 45,647 60.0
115,700 115,665 26 40,000

100,000 100717 106723 > 12.0 32,182 40.0

100,000 0.8 : 30,000 . 31,150 30,708 32M .

20,000

50,000 6.0 20.0
10,000
17,879 -

0 0 0 0

2018 2019 2020 2021 2022
(fiscal years ended March)

W Net sales (ieft axis) [ Operating income (left axis)
® Operating income margin (right axis)

Net income attributable to owners of parent

¥12,567 mitlion

2018 2019 2020 2021 2022
(fiscal years ended March)

[ Overseas sales (left axis) @ Ratio of overseas sales (right axis)

ROE 12.1+% ROA 7.7 %

(¥ million) (%) (%)
15,000 20.0 15.0
12,567 12.1 12.1
12,000 16.0 ° °
10.0
9,000 12.0 76 7.7
° 6.0 °
6,000 8.0 59
* 50 —y
3,000 4.0 ® @
— 36 —e— a7
2.7
0 0 0
2018 2019 2020 2021 2022 2018 2019 2020 2021 2022
(fiscal years ended March) (fiscal years ended March)
M Net income attributable to owners of parent (left axis) ®ROE ®ROA

® Ratio of net income attributable to owners of parent (right axis)

Total assets ¥172,514 milion

Interest-bearing debt ¥17,369 milion

Equity ratio 63.5% D/E ratio 0.16 times
(¥ million) (%) (¥ million) (times)
180,000 172,514 900 50,000 28,627 0.60

162,726

130,887 136,961 136,059

120,000 60.0 20,000 0.40
(1. 315

60,000 30.0 10,000 0.20

0 0 0 0

2018 2019 2020 2021 2022
(fiscal years ended March)

[ Total assets (left axis) @ Equity ratio (right axis)
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2018 2019 2020 2021 2022
(fiscal years ended March)

M Interest-bearing debt (eft axis) @ D/E ratio (right axis)

Free cash flows ¥ 3,808 milion

(¥ million)
0 o5 1782
o 12,352
_ 10,000 oo
® 3,808
0
2,786
_-10,000 -4,555
-8,544
14,867
~-20,000 -17,121 @ ,86

2018 2019 2020 2021 2022
(fiscal years ended March)

[H Cash flows from operating activities [ Cash flows from investing activities
© Free cash flows

B Non-financial highlights

CO:; emissions 38,753 t-co.

(t-CO)

45,000
39,345 39,421
— o 36,614 36,805 38’.753
— 36014 36808

30,000
15,000
0

2018 2019 2020 2021 2022

(fiscal years ended March)

® CO:2 emissions

* Scope of aggregation: Total of domestic plants (excluding those of domestic Group compa-
nies) and overseas plants (using domestic emission factors)

Frequency rate® 1.03% Severity rate2 0.01+

(%) (%)
2.00 0.05

1.45

@.
1.00 — \ 1.93 0.04

112 . —
0.03
0.64 0.64 -
0

0.02
0.01 0.01 0.01 0.01 0.01 o
1 1 0 01 1 .

2018 2019 2020 2021 2022
(fiscal years ended March)

@ Frequency rate (eft axis) Ml Severity rate (right axis)

*1 Frequency rate: The frequency with which accidents occurred, indicated by the number of
casualties through industrial accidents per one million hours worked.

*2 Severity rate: The severity of accidents, indicated by the total number of working days lost
per one thousand hours worked.

* Scope of aggregation: Total of domestic (excluding domestic Group companies)

Earnings per share (EPS) ¥188.58 Dividends per share ¥67

() (%)
200 188 58 00
150 147.65

36.2 40.0

2
100 /
77.42 8o 23

59.56 200
2 @
28
0 0

2018 2019 2020 2021 2022
(fiscal years ended March)

[ Earnings per share (eft axis) [ Dividends per share (eft axis)
® Dividend payout ratio (right axis)

Employees 4,660 Ratio of overseas employees 41.29+

(persons) (%)
5,000 60.00
4,000
40.00
3,000
2,000
20.00
1,000
0 0

2018 2019 2020 2021 2022
(fiscal years ended March)

W Number of employees (eft axis)
@ Ratio of overseas employees (right axis)

Ratio of female employees 15.71 %
Ratio of female managers 2.44-,

(%)

20.00
15.00 61 529 15371
RLRLY 13.58 13.51 — "
—
10.00
5.00
244
1.57
. 032 0.63 0F o
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(fiscal years ended March)

@ Ratio of female employees @ Ratio of female managers
* Scope of aggregation: Total of domestic (excluding domestic Group companies)
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@ Corporate Data

11-Year Summary

10-Year Vision [c{oXei {pli

Medium-Term Management Plan [NUSWA® (o210} P GLOBAL CKD 2015 Challenge CKD 2018 Build-up CKD 2021

(fiscal years ended March)

(Unit) 2012 2013 2014 2015 2022
Financial summary @)
Business results é
Net sales ¥ million 72,804 65,031 75,491 83,379 88,117 94,012 115,700 115,665 100,717 106,723 142,199 2
Operating income ¥ million 6,067 3,244 7,883 8,363 8,107 9,680 12,472 5,429 5,230 7,698 17,879 %
Ordinary income ¥ million 6,213 3,617 8,136 8,735 8,094 9,771 12,469 5,425 5,374 7,823 18,043 v
Net income attributable to owners of parent ¥ million 3,741 2,452 5,456 6,010 5,459 6,958 9,142 4,793 3,689 5,273 12,567
Cash flow
Cash flows from operating activities ¥ million 3,775 7,008 9,754 6,226 8,027 10,163 5,542 (2,254) 17,250 17,521 12,352
Cash flows from investing activities ¥ million (3,020) (5,017) (6,224) (4,755) (6,183) (4,081) (7,273) (14,867) (4,555) (2,786) (8,544)
Cash flows from financing activities ¥ million (2,450) (67) (2,330) 618 (3,329) (2,505) 2,659 14,374 (6,022) 2,423 (6,264)
Free cash flows ¥ million 754 1,990 3,530 1,471 1,844 6,081 (1,730) (17,121) 12,694 14,735 3,808
Financial position 9
Total assets ¥ million 70,079 71,742 86,711 96,018 96,412 106,361 130,887 136,961 136,059 152,726 172,514 g
Net assets ¥ million 48,322 50,852 57,712 65,555 66,419 70,957 80,058 80,444 82,465 97,617 109,571 %)
Cash and cash equivalents ¥ million 5,961 8,180 9,831 12,290 10,342 13,905 14,799 12,028 18,409 35,9183 34,027 %
Interest-bearing debt ¥ million 4,040 5,070 3,446 5,411 4,391 3,602 11,684 28,627 23,068 19,939 17,369 2
Investment §
Depreciation ¥ million 2,769 2,619 2,485 3,188 4,060 3,964 4,230 5173 5,822 5,607 5,910 o
Capital investment ¥ million 2,963 2,710 5,800 5,454 7,801 4,864 9,422 14,843 3,060 3,620 9,596
Research and development expenses ¥ million 2,151 2,336 2,709 2,927 2,857 3,348 4,330 3,637 3,383 3,578 3,639
Per share information
Earnings per share (EPS) ¥ 58.96 38.99 87.36 96.25 87.99 112.38 147.65 77.42 59.56 80.23 188.58
Dividends per share ¥ 12 10 18 24 26 30 37 28 18 25 67
Book-value (net assets) per share (BPS) ¥ 761.54 814.25 924.09 1,049.70 1,072.72 1,146.02 1,291.26 1,296.94 1,321.28 1,463.15 1,643.36 o
Key performance indicators %
ROE % 8.0 4.9 10.1 9.8 8.3 10.1 121 6.0 4.5 5.9 12.1 g
ROA % 5.3 3.5 6.9 6.6 5.7 6.9 7.6 3.6 2.7 3.7 7.7 (GD)
Equity ratio % 69.0 70.9 66.6 68.3 68.9 66.7 61.1 58.6 60.5 63.8 63.5 %
5
Governance §
Number of directors Persons 7 7 7 7 6 6 7 7 8 7 7
Number of external directors Persons 2 2 2 2 2 2 3 3 3 3 3
Ratio of external directors % 29 29 29 29 33 33 43 43 38 43 43
Society
Number of employees Persons 3,266 3,273 3,166 3,294 3,594 3,719 4,284 4,582 4,470 4,515 4,660
Number of female employees Persons - 778 773 821 897 939 1,090 1,197 1,183 1,232 1,313
Ratio of female employees % - 23.77 24.42 24.92 24.96 25.25 25.44 26.12 26.47 27.29 28.18 o
Number of overseas employees Persons - 1,261 1,109 1,188 1,460 1,626 1,768 1,839 1,701 1,750 1,924 o
Ratio of overseas employees % - 38.53 35.03 36.07 40.62 41.03 41.27 40.14 38.05 38.76 41.29
Environment %
CO2 emissions t-CO2 - - 24,597 25,295 24147 40,123 39,345 39,421 36,614 36,805 38,753 g
Water consumption 1,000 m? - - 338 309 336 392 413 464 479 496 535 &
Industrial waste t - - 951 1,077 1,015 1,243 1,341 1,455 1,453 1,353 1,566

*1 Figures have been revised for the fiscal year ended March 31, 2018 to reflect changes in accounting policies from April 1, 2018.

*2 Figures for CO. emissions, water consumption, and industrial waste for the fiscal years ended March 31, 2014 through March 31, 2016 do not include the figures of the Tohoku Plant or
overseas bases. CO. emissions and water consumption are the totals of domestic plants (excluding those of domestic Group companies) and overseas plants (using domestic emission
factors). Industrial waste is the total industrial waste from domestic plants (excluding those of domestic Group companies) and overseas plants.
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@ Corporate Data

Share Information Corporate Data o

I Share price trend | Corporate profile
Share price (¥)
8,000 Company name CKD Corporation Lines of Development, manufacturing, sales, and export of o
. ) business i i i i
2,500 /\ A Establishment April 2, 1943 functional equipment such as Iautomgtlc machmery, 5
f/ \\ r/s-/\/\/\ and components such as drive units, pneumatic &
2,000 Paid-i . . ) )
A Y aid-in capital ¥11,016 million control, pneumatic related and fluid control 5
1,500 I/ \ /’\/\/J Consolldated numb =
N v onsolidated number . Ho o ) o
1,000 A N/\A /I\J \ _A_/\/ of employees 4,660 (March 31, 2022) Head office $5|0 ?]UJ' 2 ctéo1m596§o7m7a:< %’ﬁ'cm 485-8551, Japan
A =V Y elephone: +
500 \\vﬁ/\-\, Net sales ¥142.2 billion (Fiscal year ended March 31, 2022)
o Listed on Tokyo Stock Exchange (Prime Market),
Trading volume (1,000 shares) Nagoya Stock Exchange (Premier Market)
25,000
Securities code 6407
| 20,000
L M.l | 15,000
@)
I . | N Jygs 10000 . - e 5
I Key overseas business facilities and overseas subsidiaries &
. , L . || 5000 (0]
Al HANIMaMEamTH=IMOHM0THImI0e
e 5
Mar. 2011 Mar. 2012 Mar. 2013 Mar. 2014 Mar. 2015 Mar. 2016 Mar. 2017 Mar. 2018 Mar. 2019 Mar. 2020 Mar. 2021 Mar. 2022 %)
[ CKD Europe B.V. B CKD (China) CORPORATION ' CKD USA CORPORATION §:
[0
[ CKD Corporation EUROPE BRANCH [ CKD (Shanghai) CORPORATION [ CKD MEXICO, S. de R.L. de C.V. Q
I Stock status s of earch 31, 2022 I Dividends and dividend payout ratio @
(As of March 31, 2022) y [ CKD ITALIA SR.L. [l TAIWAN CKD CORPORATION
(fiscal years ended March)
I CKD KOREA CORPORATION
Total number of authorized shares 233,000,000 shares 2 MEETEDL) Rlridehdsayoiuatiol ) P M-CKD PRECISION SDN. BHD.
2022 67 35.5
Total number of shares outstanding 67,909,449 shares 2021 o5 310 I CKD SINGAPORE PTE. LTD.
. CKD Corporation BRANCH OFFICE (Asia Pacific)
Number of shareholders 18,274 2020 18 30.2
2019 28 36.2 P CKD THAI CORPORATION LTD.
Q)
2018 37 25.1 [ CKD VIETNAM ENGINEERING CO., LTD. =l
©
2017 30 26.7 [ PT CKD TRADING INDONESIA g
2016 26 29.5 T
[l PT CKD MANUFACTURING INDONESIA
2015 24 24.9 T o
2014 18 20.6 . CKD India Private Limited §
Production b 3
201 3 10 256 roduction bases %
2012 12 20.4 ®
I Shareholder status (s of March 31) I Shareholder ratio by number of shares held
(Unit: 100 shares)
(%) W Between W Between iSi i o g (@mae Wk G
100 188 180 1,000-5,000 units 500-1,000 units L VISIt Qs WebSIte s §
8.29 B 183 ) 0.35% 0.20% , _ , , ,
— 5.88 9.91 9.90 i This report contains selected information of high
~the A S or
80 ' Between relevance that is conducive to the enhancement s Fine System Components
20.09 20.69 More than 100-500 units ) )
18.94 ' : 5,000 units 1.48 of our corporate value. For more information
. - 0
0 0.17% Total about our technology, products, and finances,
7 [ Between please visit our website.
20.79 29.96 29.62 | Treasury stock - giiiuw : 3,hz Zi4 E:lo-;%units
shareholders . 18% .
_40 11 Securities companies 0.01% As of March 31, 2022 ? https://www.ckd.co.jp/en/ )
General corporations Less than Between
1 unit 10-50 units
20 I Individual shareholders
- 40.06 36.33 36.29 ) ) 622% 1 865% Reporting organization: CKD Group consolidated companies in principle
u Ff)re'gh C(l)rpératllons B Between B Between Scope of the report: In principle, the report covers April 1, 2021 to March 31, 2022, but includes some previous and subsequent initiatives to provide more
0 I Financial institutions 1-5 units 5-10 units detailed information.
2020 2021 2022 59.91% 11.23%
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