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We have established the TOKYO KEIKI Group Code of Ethical Conduct as a code for acting in
compliance with laws, regulations, our Articles of Incorporation, and social norms.

We recognize that the awareness of every employee is of utmost importance in

the establishment of corporate ethics, and strive to uphold corporate ethics in our everyday

activities. We also refuse any relationships with antisocial forces that threaten order and security

in civil society.

Approach and Policy on Compliance

To manage corporate ethics activities across the
organization, we have established a permanent
Corporate Ethics Committee chaired by the Chief

Legal Governance Officer.

Corporate ethics-related organizational chart
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Code of Conduct

The TOKYO KEIKI Group Code of Ethical Conduct*
forms a basis for encouraging sound behavior by
every employee. Working from basic stances that
include the avoidance of words and acts in violation
of laws and regulations, and appropriate response to
acts that violate corporate ethics, the Code of Ethical
Conduct sets out our responsibilities to all
stakeholders, including the provision of products and
services of benefit to society, contribution to society
through our corporate activities, and the creation of
safe and comfortable working environments.

By complying with this code of conduct, we will fulfill
our responsibilities to society.

Note that we also translate the Code of Ethical
Conduct into local languages and ensure that our
overseas subsidiaries are thoroughly versed in the
code.

*https://www.tokyokeiki.jp/company/rinri.html

Initiatives aimed at raising awareness of compliance

Under the recognition that the awareness of all

employees is of utmost importance in establishing
corporate ethics, every year in April we carry out
education on our code of conduct (the Code of

Ethical Conduct) for all employees.

Status of training implementation

Our Code of Ethical Conduct education has been
provided to all employees through a combination of
lecture-based learning and e-learning. Following
completion of the course, all employees submit an
Affidavit Concerning the Code of Ethical Conduct.

Internal audits

Our internal audits consist of “regular audits,” which
are conducted periodically based on a predetermined
annual audit plan, and “extraordinary audits,” which
are conducted at the direction of the President and
CEO and the Audit and Supervisory Committee, or
whenever needed. Both types of audits are
conducted by the Internal Auditors Office.

The Internal Auditors Office investigates the
appropriateness and effectiveness of Group internal
control systems from a standpoint that is independent
of the division, department, or consolidated
subsidiary being audited, and by implementing
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improvements based on the results, helps to increase
Group management soundness and efficiency.

Our directors ensure that employees are fully aware of
the significance of internal audits, as well as the
duties, authority, and responsibilities of the Internal
Auditors Office, and make every effort to ensure that
internal audits are conducted smoothly and efficiently.
Audits by the Internal Auditors Office cover all aspects
of the Group’s corporate ethics and activities.

The Company’s directors ensure that the Manager
of the Internal Auditors Office and audit staff are able
to conduct internal audits without undue interference
from employees. Audit personnel appointed by the
Manager of the Internal Auditors Office are prohibited
from engaging in the operations of their departments,
divisions, or consolidated subsidiaries during the
internal audit period, whether or not they are serving
concurrently in the Internal Auditors Office. In addition,
employees who receive instructions from the Audit
and Supervisory Committee as necessary for their
audit duties are not to receive instructions or direction
from any other party with respect to such instructions.
Furthermore, any personnel transfers, evaluations, or
disciplinary actions involving employees belonging to
the Internal Auditors Office must be approved by the
Audit and Supervisory Committee.

The Manager of the Internal Auditors Office and
audit staff may request that a department being
audited submit forms and other materials necessary
for conducting the internal audit, explain facts, and
otherwise cooperate in the audit as required.

If necessary, they may also inquire about details and
request explanations of facts from related
departments, divisions, consolidated subsidiaries,
and external parties other than the department being
audited. Furthermore, only when deemed necessary
for the execution of internal audits, access to the
minutes of various meetings may be requested.

The audit staff objectively evaluate the content of
the audit and prepare an audit report within one
month after its completion. The Manager of the
Internal Auditors Office reports the results of the audit
to the President and CEO, and delivers copies of the
audit report to all directors as well as to the Chief
Legal Governance Officer, the Audit and Supervisory
Committee, and the audited department. If the
President and CEO deems it necessary to report to
the Management Conference, the Manager of the
Internal Auditors Office reports the results of such
audit to the Management Conference. In addition, if
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the Audit and Supervisory Committee determines that
a report to the Board of Directors is necessary,

the Manager of the Internal Auditors Office reports
the results of such audit to the Board of Directors.

In the event that a matter requires urgent attention or
is deemed to have a significant impact on

the management of the company, the Manager of
the Internal Auditors Office promptly reports to

the President and CEO and all directors without
waiting for the internal audit to be completed or for
the audit report to be produced.

Areas identified for improvement or correction in
the audit report are addressed by the audited
department, which develops remedial or corrective
measures under the guidance of the Legal
Governance Affairs Office. The audited department
promptly implements internally any improvements or
corrective measures decided upon. The Manager of
the Internal Auditors Office confirms the status of the
implementation of improvements or corrective
measures in a timely manner, reports to the President
and CEO, and delivers copies to all directors, the
Chief Legal Governance Officer, and the audited
department. If the President and CEO deems it
necessary to report at the Management Conference,
the Manager of the Internal Auditors Office reports
the confirmed status of the implementation to the
Management Conference. In addition, if the Audit and
Supervisory Committee determines that a report at
the Board of Directors is necessary, the Manager of
the Internal Auditors Office reports the confirmed
status of the implementation to the Board of
Directors.

Whistleblowing system

Our Group has set up contact points inside and
outside the company for directly accepting
information on legally suspect acts or similar
information, with the guarantee that no disadvantage
will befall whistleblowers.

Two contact points inside the company are the
Internal Auditors Office and the Audit and Supervisory
Committee. The latter handles violations of laws and
regulations by directors and executive officers, playing
a role in preventing the concealment of violations by
officers.

In fiscal 2024, no reports were received through the
company’s internal reporting channels. We will
continue working to entrench this system and enforce
compliance with laws and regulations.
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Security Export Control Initiatives

In order to properly implement security export control
for the purpose of maintaining international peace
and security, the TOKYO KEIKI Group has established
a set of Security Export Control Regulations and is
implementing them appropriately. The Representative
Director acts as chief responsible officer, and the
Legal Governance Affairs Office, as the department in
charge of export control under the Chief responsible
officer’s direct supervision, controls export control for
the entire Group. In addition, an export control
supervisor and an export control manager have been
appointed in each department to ensure compliance
with the relevant rules and regulations and to properly
implement export control operations.

Initiatives to prevent corruption

Periodic audits are conducted after the end of each
fiscal year to ensure that security export controls have
been properly implemented. The results of the audit
are reported to the department in charge of export
control, and if the results indicate that there are areas
in need of improvement, the department in charge of
export control instructs the export control supervisor
of the relevant department to take the necessary
corrective measures. The department in charge of
export control reports the results of the audit,
including such corrective measures, to the chief
responsible officer after confirming the results of
the corrective measures taken by the department
concerned.

Our Group’s Code of Ethical Conduct stipulates that
we will not pursue profits through improper means,
and that we will conduct dealings in accordance with
domestic and foreign laws and rules.

To address overseas dealings, we have established
Regulations for the Prevention of Bribery of Foreign
Public Officials, and offer education every year to
deepen understanding of laws and regulations related
to the prevention of bribery in key countries.

The regulations stipulate the appropriate method of
approval for gifts and entertainment to foreign public
officials, etc., depending on the nature of the gift or
entertainment. When signing a contract with a new
overseas distributor, etc., the Legal Affairs
Governance Office conducts a review in advance to
ensure that payment of compensation to the
distributor does not constitute bribery and that there
are reasonable grounds not to suspect bribery,

in addition to the normal contract review process.
Furthermore, we thoroughly ensure that Group
employees do not provide instructions,
encouragement, or assistance to overseas
distributors or any other party in bribing foreign public
officials, etc. Education is conducted mainly as
hierarchy-specific education for managerial-class
employees in e-learning and classroom formats
regarding overviews of laws on the prevention of
bribery of foreign civil servants, the US Foreign
Corrupt Practices Act, and cases of exposure of
bribery of foreign public servants in Japan.

In Japan, since many of the Group’s projects are
for public agencies, the Group strictly prohibits so-
called bid rigging, which is prohibited by the Act for
Promoting Proper Tendering and Contracting for
Public Works.

Concepts, policies, and structures for risk management

In our business activities, we face risks that must be
identified, evaluated, and analyzed at the
management level, and for which the priority of
responses must be made clear. Our Group’s risk
management system is organized into a Legal

Governance Affairs Office, Internal Auditors Office,
Audit and Supervisory Committee, and other bodies,
centered on the Management Conference and with
the President & CEQO as the chief officer responsible
for company-wide risk management.
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Risk management implementation
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Risk management implementation
We have established Risk Management Rules that are
shared Group-wide and that apply to the entire
Group.

We implement risk management separately for
“serious management risks” and for all other risks.

What is deemed serious management risks is
reviewed and re-drafted annually by the Legal
Governance Affairs Office in accordance with the Risk
Management Rules as a report titled “Serious
Management Risks and Key Measures.” The Chief
Legal Governance Officer submits this report for
approval to the Management Conference and the
Board of Directors. Various divisions, departments,
and subsidiaries are identified as being in charge in
“Serious Management Risks and Key Measures.”
Based on the ideal situations and key measures
described in the report, these divisions, departments,
and subsidiaries create “Serious Risk Measure
Programs” for each specific measure that are
submitted to the Legal Governance Affairs Office by
the end of each fiscal year. The Legal Governance
Affairs Office verifies the content of the “Serious Risk
Measure Programs” submitted by the various
departments in charge and, in the event of any
deficiencies, indicates improvements to the relevant
department. Each department integrates the
determined risk measures into their medium-term
business plans, and those measures that can be put
into effect immediately are implemented as required.

Risks other than serious management risks are
handled in accordance with the Risk Management

Governance

Compliance and Risk Management

Rules. Each department, etc. follows a risk
questionnaire to discover and identify risks that pose
the possibility of causing a loss to the department.
Departments conduct this process by investigating
each risk category identified in the rules for that
department’s own business goals. Even when risks
may not be applicable at the current time, full
consideration is given to enumerating risks that can
be expected to arise in the future due to
environmental changes.

Each department then engages in evaluation and
calculation of all identified risks. This evaluation and
calculation includes an evaluation of the frequency of
occurrence and the impact of each risk. These values
are in turn multiplied to produce an overall evaluation.
Risks whose overall evaluation score is 10 or more
points are identified as serious risks. Measures for
these serious risks are recorded according to a set
format and submitted to the Legal Governance Affairs
Office. They are also integrated into the department’s
own medium-term business plan. In addition, those
measures that can be put into effect immediately are
implemented as required. Those risks whose overall
evaluation score is less than 10 points are, based on
the respective department’s controls (measures,
practices, and self-evaluation), tackled as part of
work efficiency improvement activities, etc.

At the end of each term, the departments evaluate
the status of the implementation of the risk measures
they formulated in the preceding fiscal year and report
the results to the Legal Governance Affairs Office.

The Internal Auditors Office evaluates the “Serious
Risk Measure Programs” from an independent
perspective and, as necessary, conducts internal
audits (inspections) and indicates corrections and
improvements.

Examples of serious management risks

1. Domestic and global
economic changes

7. Transactions with public
agencies

2. Natural disasters and . "
8. Increasing competition

epidemics
3. Development of new 9. Material and component
products procurement

4. Product quality 10. Information security

5. Securing human resources 11. Intellectual property rights

6. Interest rate fluctuations 12. Retirement benefit liabilities

* Details regarding the above risks are provided in our Annual Securities
Report.
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BCP (Business Continuity Plan)

Overview of BCP

In the event of emergencies, we place utmost priority
on ensuring the safety of human life and promptly
resolving the situation. The foundation of our
response is minimization of losses and quick recovery
from damage to ensure business continuity.

Toward this end, we maintain and improve
regulations and work manuals common across our
Group, namely, the Crisis Management Regulations
that set forth basic matters concerning crisis
management, and the Crisis Management Manual
that describes procedures for responding to specific
incidents.

BCP framework

The chief officer responsible for crisis management is
the President & CEQ, or a director or executive officer
who is appointed to the position by the President &
CEO. The organization that actually responds to

an emergency is generally the department in charge
involved in the crisis situation, with the Legal
Governance Affairs Office providing support.

When deemed necessary by the chief responsible
officer, an emergency response task force is set up
with the chief responsible officer as the task force
head and the department in charge as the secretariat.

Ongoing review of BCPs

The rapid increase in extreme weather events and
natural disasters in recent years has contributed to
the heightened need to review BCPs. Natural
disasters caused by abnormal and extreme weather
events are occurring with increasing frequency —
events that were once described as happening
“once in 10 years” or even “once in 100 years.”
These include flooding and river overflows triggered
by localized downpours and linear rainbands; heavy
snowfall caused by bomb cyclones; and widespread
wind and flood damage brought by super typhoons.
Such disasters pose increased risks to business
continuity for companies and organizations by
impacting production activities, logistics, and supply
chains. In densely populated areas, the impact of
disasters is more pronounced. In particular,
metropolitan areas such as the Tokyo metropolitan
area, where the TOKYO KEIKI Group’s head office

functions are located, are densely populated and
have high concentrations of infrastructure, making the
effects of disasters particularly severe.

Natural disasters such as earthquakes and floods
may cause complex and wide-ranging disruptions,
including the suspension of business activities,
transportation, and power supply. These risks
underscore the importance of regularly reviewing our
BCPs.

In today’s business environment, many companies,
including our Group, operate global supply chains
and maintain strong partnerships with both domestic
and international suppliers, manufacturers, and
logistics networks. A major natural disaster or
extreme weather event anywhere in the world may
seriously affect the supply chain, leading to
production stoppages and parts shortages within the
Group. This, in turn, increases risks to business
continuity.

Furthermore, in recent years, digital technology and
information systems have become important risk
factors for the Group. Many business processes
today rely on IT infrastructure, including the use of
cloud services, EDI (Electronic Data Interchange)
transactions with business partners, and integrated
data management. In such circumstances, power
outages and communication disruptions caused by
natural disasters and extreme weather conditions can
have a direct impact on the Group’s business
activities.

Recognizing that these factors require the
development of more effective BCPs and periodic
reviews, the Group has begun reviewing its
continuous business operations, including improving
disaster response capabilities, conducting risk
assessments, and establishing appropriate preventive
measures and recovery processes. In order to provide
continuous support, as a manufacturer, for
measurement, cognition, and control in each of the
industries we deal with, even in the event of
a disaster, we have begun reviewing our disaster
response manual, starting with our main production
sites, under the direction of the Legal Governance
Affairs Office, the department responsible for risk
management within the TOKYO KEIKI Group.

In 2023, we reviewed the BCP system for the Yaita
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Plant, the main production plant for various
navigational instruments for large commercial vessels
and other ships, electronic equipment for
construction machinery, and printing quality
inspection devices. In 2024, we reviewed the Nasu
Plant, the main production plant for defense and
communications equipment and fluid measurement
instruments; the Sano Plant, the main production
plant for hydraulics and pneumatics equipment;

as well as the Tanuma Plant, the main production
plant for hydraulics and pneumatics equipment and
hydraulic application systems. These plants
incorporate multiple operative functions for various
businesses, including departments for product
design, production including material procurement
and production control, quality assurance, information
system management to support production, and
general affairs to manage the plant as a whole.

In conducting the review, we first convened line
managers from each department and conducted
desktop training. Through this training, managers
familiar with practical operations discussed in a
workshop style what each workplace must prioritize
in the event of an emergency, what is currently being

Information security
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done and what is not being done, and identified
problems at the plant and the necessary
countermeasures. Going forward, we will use

the results of this review to prioritize the manuals that
need to be developed or revised.

In addition, we have classified sales offices by type
of lease (multi-tenant building or whole building lease)
and the size of the office (humber of employees and
departments located therein), and developed simple
BCP checklists that are suited to each type through
interviews, etc. with sales office managers.

The BCP system for the head office is scheduled to
be adjusted in fiscal 2026, following its relocation to
the Haneda area in Ota Ward, Tokyo.

BCP workshop at the Sano Plant

Information security policy
Our Information Security Basic Policy is aimed at
ensuring the confidentiality, integrity, and availability of
the information that constitutes a vital asset of ours,
as well as protecting that information from threats
including disasters and accidents. The appropriate
discretionary measures that we undertake in this area
are grounded in the aims of this Basic Policy.

The Information Security Basic Policy consists of
the following four categories.

Information Security Basic Policy

(@ Information security initiatives

@ Compliance with laws and regulations, etc.
(3 Protection of information assets

@ Incident response

System for promoting information security

We have established an Information Security
Management Conference (ISMC), chaired by the
Chief Information Officer and composed of members
selected from departments. Our Strategic Information
Planning Department under the Corporate Planning &
Administration Office oversees formulation of
measures related to information security. When
formulating key measures, the department submits
these to the ISMC and, depending on the content,
consults with the Management Conference.

In addition, TOKYO KEIKI INFORMATION SYSTEMS
INC. (TIS), a subsidiary of ours, is in charge of our
Group’s information system development and
operation. TIS has acquired ISO/IEC 27001
certification, an international standard for an
information security management system (ISMS).
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ISO/NEC 27001
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Information security incident response

We have created flowcharts and made these available
on our intranet explaining in an easy-to-understand
way what actions a user should immediately take in
order to respond quickly when the risk of an
information leak occurs due to the loss of a PC or
smartphone, or when there is a serious information
asset threat due to a computer virus infection, etc.
Depending on the scope of the incident as reported
by the chairperson of the ISMC, in accordance with
the Crisis Management Regulations and per the
judgment of the President & CEO, an emergency
response task force for the information security
incident may be established with the aim of swiftly
bringing the incident under control and resolving it.

Information systems user support
User education is extremely important in order to
increase the effectiveness of information security
management. The Strategic Information Planning
Department under the Corporate Planning &
Administration Office holds briefings for users when
new systems and services are implemented.
The department also conducts e-learning classes on
basic information security. Since fiscal 2022, we have
conducted security training for all employees
regarding email, one major source of infection by
computer viruses wreaking havoc. Specifically, we
issued an alert to employees on suspicious emails
and explained how to deal with such emails so that
they can recognize suspicious content and avoid risky
behavior such as opening attachments or clicking on
URLs in the email body.

In addition, in order to achieve a new normal way of
working after the COVID-19 pandemic, we are

continuing to improve the remote access environment
and expanding the range of eligible employees.

In parallel, we had security assessments of our [T
infrastructure conducted by a specialized outside
company. Based on the feedback from these
assessments, implemented security enhancement
measures, including the introduction of MDR
(Managed Detection and Response) on employees’
devices in order to enable 24/7 monitoring for early
detection of security threats as well as swift,
appropriate responses.

Example of information security incident response flow-
chart (computer virus)

Virus discovered }

v |

Contact domain manager/
Information Management
Department

Al

Discoverer/domain manager/Information
Management Department investigates
cause and responds

Incident resolved

Discoverer/domain manager/Information
Management Department creates report

l

Submitted to ISMC member ‘

] Submitted to ISMC Secretariat \ /
] ()

[ Submitted to ISMC chair J
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By improving our corporate value through the realization of our Management Philosophy, and by
increasing shared benefit with our stakeholders in the long term, the TOKYO KEIKI Group hopes

that our shareholders will feel confident in long-term ownership of our shares. Toward this end,

we continuously pursue and work to enhance excellent corporate governance.

Concepts of corporate governance

Along with an understanding of the importance of
corporate ethics, we recognize that achieving health,
transparency, efficiency, and highly agile corporate
management is the key point of corporate
management systems for the sustainable growth and
development of a company and the increase in its
long-term corporate value as it responds swiftly to
rapid changes in society and the environment—that
is, it is the key point of corporate governance. We are
enhancing our corporate governance in line with the
following basic approaches.

B Relationship with shareholders and other
stakeholders

1. We will respect the rights of shareholders.
2. We will ensure the equality of shareholders.

System of corporate governance

3. We will build positive and smooth relationships
with our shareholders and many other
stakeholders.

4. We will properly disclose company information and
ensure transparency in our corporate management.

In April 2022, we transitioned to the Prime Market
as our new market segment on the Tokyo Stock
Exchange. To provide a high level of governance
appropriate to a company listed on the Prime Market,
we will continue working to strengthen initiatives and
enhance our sustainable growth as well as our
medium- to long-term corporate value by solving

diverse social issues.

Organizational structure

As the organizational structure of our Company under
the Companies Act, we have adopted the form of

a company with an Audit and Supervisory Committee.
We have an Audit and Supervisory Committee in which
Qutside Directors with independence and neutrality
make up a majority of members, and delegate

a substantial portion of the Board of Directors’
authority for business execution to Directors. Doing so
allows us to separate the oversight and execution of
business and engage in speedy decision-making.

Basic policy on the composition of the Board
of Directors

Representative Directors, Management Executives
(President & CEO, Vice President & Executive Officer,
Senior Executive Officer, Senior Managing Executive
Officer), and Directors who are not Audit and
Supervisory Committee and its Members are
appointed with comprehensive consideration of the
balance of the Board of Directors overall and whether

candidates possess the knowledge, experience, and
capabilities required to satisfy diversity.

Directors who are Audit and Supervisory Committee
Members are appointed based on comprehensive
judgment of whether the candidates possess sufficient
knowledge to properly perform the duties of Audit and
Supervisory Committee Members. In particular, we
include one or more persons who possess sufficient
financial and accounting knowledge.

We also strive to appoint Outside Directors with
independence and neutrality to at least one third of
Director positions.

Concepts concerning the functions of the
Board of Directors and independence

Outside Directors are Directors who are personally and
financially independent from the Company and who
fulfill the requirements for independent officers
established by the Tokyo Stock Exchange, as well as
the requirements for outside directors set forth in the
Companies Act. Outside Directors make efforts to
achieve excellent corporate governance by providing
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counsel from perspectives differing from those of other
Directors. As necessary, they may request submission
of internal company materials or explanation and
reporting of internal company information from other
Directors, Executive Officers, or employees.

Audit and Supervisory Committee Members bear
the role of working to establish an effective corporate
governance system by overseeing and auditing the
execution of duties by Directors. The Audit and
Supervisory Committee composed of those members
conducts verification of the content of reports received
from Directors, Executive Officers, employees,
Accounting Auditors, and other parties, as well as
investigation of the status of the Company’s business
and assets. The Committee enacts necessary
measures in a timely manner, including the provision of
counsel, recommendations, and other opinions to
Directors and suspension of the actions of Directors.

Composition of the Board of Directors

The Board of Directors has three Outside Directors
among its six Directors (including three Directors who
are Audit and Supervisory Committee Members).
Outside Directors consist of two Directors who are
Audit and Supervisory Committee Members and one
female Director who is not an Audit and Supervisory

Committee Member. From Outside Directors, the
Board receives candid comments from an external
perspective and opinions of benefit to the Company’s
management based on the individuals’ abundant
experience. By doing so, we are making efforts to
enhance the impartiality of our management and
strengthen functions for the oversight of decision-
making and execution of duties by business
executives. Delegating important decisions on
business execution to the Representative Director,
President & CEQ in accordance with the provisions of
the Articles of Incorporation and resolutions by the
Board of Directors enables swift decision-making in
management and agile business execution, and
allows the Board of Directors to focus on the
oversight of business executives.

Related Committees

The Audit and Supervisory Committee is composed
of two Qutside Directors and one Internal Director.
The Internal Director, as Standing Audit and
Supervisory Committee Member, serves as Chair of
the Committee. We have also established the Audit
and Supervisory Committee Office, with one
dedicated staff person and one staff person
concurrently holding another position. This office
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supports auditing work and smooth execution of
duties by the Audit and Supervisory Committee.

The Company has also established a Nomination
and Compensation Committee under the Board of
Directors to deliberate on proposals for director
appointment and compensation. This Committee is
chaired by Representative Director, President & CEO
Tsuyoshi Ando, with Outside Directors Takashi
Nakamura, Sayoko Izumoto, and Akihiko Hashimoto
as members.

As a decision-making body for execution of
management by the President & CEO, we have
established a Management Conference to deliberate
company-wide basic management strategy and its
execution. The Management Conference is
composed of Standing Directors, Standing Audit and
Supervisory Committee Members, Executive Officers,
and Company Presidents. The Corporate Ethics
Committee, chaired by the Chief Legal Governance
Officer, is composed of corporate ethics managers in
the Group. It manages corporate ethics activities
across the Group, enforces corporate ethics
education for directors and employees, and works to
prevent violations. We have also established
a whistleblowing system as a means of directly
providing information on legally suspect actions, and
ensure that no disadvantage befalls whistleblowers.

The Special Committee is composed of Outside
Directors and experts including one or more university
professors, attorneys, and certified public
accountants who have no interest with the Company.
Our Large-scale Purchase Rules (an anti-takeover
defense measure), which clearly and specifically

Evaluation of effectiveness
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indicate procedures that takeover proposers should
take prior to executing specific acts of purchase, in
principle require judgment by the Special Committee
on decisions regarding whether to implement specific
measures, to exclude arbitrary decisions by the
Company’s Board of Directors.

Moreover, to promote sustainability management by
which our Group seeks to improve the sustainability of
our business through consideration of the sustainability
of the environment, society, and economy, we
established the Sustainability Promotion Office and the
Sustainability Committee. At the enter of our Group,
the Sustainability Promotion Office plans and promotes
measures involving sustainability management. The
Sustainability Committee is chaired by the
Representative Director, President & CEO and selects
members from Internal Directors and Executive
Officers. It functions as a meeting body that discusses
and shares sustainability management-related policies
and measures, and executes decisions without delay
across the Group. It also makes proposals on key
measures and issues progress reports to the
Management Conference and the Board of Directors.

(Monitoring by the Board of Directors) ‘ Board of Directors ‘
>
|
Representative Director,
Drafting of important measures; President & CEO

reporting on progress, etc. ‘ I
‘ ManagementL Conference ‘

S " Business Divisions

Sustainability Committee (Companies, etc.)

* Selection of members from
Internal Directors and Executive |
Officers :

Headquarters staff

) - — Sustainability Promotion Office
Drafting of items related to sustainability

" f |
management; committee secretariat work  *-=--mmmmmmmmomsmmsmmsmmsmmmm s mne o

Implementation guidelines for evaluation of
the effectiveness of the Board of Directors
during the reporting period

We carry out evaluations of effectiveness on the basis
of Article 31 of our Corporate Governance Guidelines,
which states, “The Board of Directors will, to evaluate
its effectiveness, conduct self-evaluation at the end of
each fiscal year with a focus on whether the
execution of duties by the Board of Directors was
performed in accordance with these Guidelines, and
will analyze and evaluate the results. An outline of the

results of the analysis and evaluation will also be
disclosed as appropriate.” We disclose the results in
our Corporate Governance Report and Annual
Securities Report.

Initiatives to address issues raised in our
evaluation of the 93rd term

In response to the issues identified in the 93rd, we
undertook the following initiatives aimed at establishing
an agenda for addressing long-standing issues and
providing relevant information, as specific measures for
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implementation during the 94th term. Specifically, we
first reported on the progress of the medium-term
business plan launched in fiscal 2024, reviewed the
progress reporting format of our quarterly business
reports, and improved the process of prior briefings to
outside directors on proposals. In addition, with the
aim of deepening Outside Directors’ understanding of
our businesses, we held on-site visits for the second
consecutive year to our main production plants, the
Nasu Plant and the Yaita Plant, where inspections were
conducted on the newly built plant building established
to handle the increase in orders for the Defense
equipment business. In addition, opinions were
exchanged with local executives involved in the Marine
Systems business, which has experienced growing
demand and increases in orders, and drawing on
these insights, the Board of Directors has engaged in
extended and high-quality discussions with the
executive side of business.

Results of evaluation of the 94th term

We conducted a questionnaire survey aimed at all
directors, including Audit and Supervisory Committee
Members, to evaluate the effectiveness of the Board
of Directors in the 94th term. Preparation, distribution,
tabulation, and analysis of the anonymous response
sheets were conducted by the Legal Governance
Affairs Office, which serves as the secretariat for
evaluation of effectiveness. The answer sheet
consists of 17 questions covering areas of the Board

of Directors’ composition, operation, deliberation,
support structure, relationships with stakeholders,
and the degree of contribution of individual directors.

At the Board of Directors meeting held in May
2025, the Chief Legal Governance Officer reported on
the aggregation of responses and the findings of
analysis, and members discussed current
circumstances and recognition of issues.

On the basis of the results, it was determined that
the Board of Directors of the company has shown
some improvement with respect to the issues that
were identified and that, in general, the Board of
Directors is appropriately fulfilling its responsibilities
and its effectiveness is being ensured. However,
we also affirmed that there was still room for
improvement in providing opportunities to share
the analysis results of key strategic executions,
the methods of providing related information, as well
as in the deliberation of non-financial information,
and shared this with the Board of Directors. Looking
ahead, we will establish a concrete action plan for
these issues and reconfirm progress and results in
the next effectiveness evaluation.

The Company will endeavor to improve the
effectiveness of the Board of Directors by conducting
appropriate evaluations every year, through resolution
of issues recognized in effectiveness evaluations and
continuous review of implementation methods for
evaluation.

Approach and Framework to Respect for Human Rights

Formulation of the Human Rights Policy

The TOKYO KEIKI Group believes that one of our
most important responsibilities is to respect the
human rights of all individuals affected by our
business activities in the countries and regions where
we operate and to ensure their physical and mental
well-being and a safe and secure working
environment. We have also deepened the concept of
respect for human rights expressed in our
Sustainability Policy and have established the TOKYO
KEIKI Group Human Rights Policy in accordance with
international human rights norms. This policy was
deliberated at the Sustainability Committee, resolved

by the Board of Directors in March 2025, and has
been disclosed outside the Company.

TOKYO KEIKI Group Human Rights Policy
https://www.tokyokeiki.jp/e/hrpolicy.html

Initiatives in Line with the Human Rights Policy
Initiatives under each item of the TOKYO KEIKI Group
Human Rights Policy are promoted under

the leadership of the Chief Sustainability Promotion
Officer in collaboration with the Chief Legal
Governance Officer and the manager of the Human
Resources & General Affairs Dept.
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Policy for appointing Internal Directors who are
not Audit and Supervisory Committee Members
In accordance with guidelines outlining seven
requirements, the Company appoints Internal Directors
who are not Audit and Supervisory Committee
Members from among Executive Officers and
employees, etc. who have the strong will, abundant
experience, high level of insight, and high level of
expertise needed to carry out the duties of a director.

Policy for appointing Internal Directors who are
Audit and Supervisory Committee Members

In accordance with guidelines outlining six requirements,
the Company appoints Internal Directors who are Audit
and Supervisory Committee Members from among
current (or incumbent) Audit and Supervisory Committee
Members, Executive Officers, and employees, etc. who
have the strong will, abundant experience, high level of
insight, and high level of expertise needed to carry out
the duties of a director. We particularly emphasize

a deep understanding of matters such as finance,
accounting, and internal control, as well as sufficient
experience and expert knowledge.

Policy for appointment of Outside Directors

In accordance with guidelines outlining seven
requirements, the Company appoints Outside
Directors from among persons who possess abundant
experience, a high level of insight, and a high level of
expertise; persons who possess a practical
perspective as an outside company manager or other
position; and persons who possess an objective and
expert perspective based on a high level of knowledge
of global conditions and socio-economic trends.

Skills matrix

In order to verify whether the TOKYO KEIKI Group is
furnished with the management capabilities needed to
resolve the Group’s challenges, we have outlined in the
following table the knowledge and expertise (skills)
possessed by all of our Directors in various fields based
on two perspectives: items required for the
management of a listed company, and matters required
per our business activities. The determination of each
Director’s skills took into consideration their
accomplishments as Directors and Executive Officers in
each field as well as their past professional experience.

Skills matrix As of June 26, 2025
o o=
g2l BB 0HHB0HEHdBEBDNKNRIE
S|85|122|F |2 |3 |335|g5| 2|3 |2 |s8|28|eg| B
S |2E 12| 2| B S |aX|”€| 2 | 2 | & |50|82|53| &
28|88 8 |38 & (25|25 2 | § | & 2385|232 @
LD gs(s8| 5| |F|22/8%| 2 | 2|3 |S8|g8 |88
(Position) oa2|z" | < = |8X|/85 |8 | 3 | 8 |22 28|33
S = » S |3 v = £ S (|2 |35 -
3 <3 S @ 3~| @ ] =) 5 [
E] e 5 |2 |3 2 | & | 3 < =
= @ = = 2 3 < =
= 5 2|3 g
@ < =
Tsuyoshi ANDO (Representative Director, President & Mae | @ Y Y Y Y Y Y Y
Yukihiko SUZUKI (Director & Executive Officer) Male [ ] [ ] [ ] [ ] [ ] [ ]
Sayoko IZUMOTO  (Director [FSTETTS [ Female| @ Y ®
. (Director & Audit & Supervisory
Takahiro KASHIMA Comittes Member) Male [ ) [ BN ) )
) (Director & Audit & Supervisory
Takashi NAKAMURA CommmeeMember) Male | @ [ ) [ ) [ ) [ ) [ ]
- (Director & Audit & Supervisory
Akihiko HASHIMOTO Commitiee Member) Male | @ o o o ([ ([ ([ J

Note: Directors who possess relevant national qualifications: Sayoko IZUMOTO (Certified Public Accountant)

*: Independent officer under the securities listing regulations of the Tokyo Stock Exchange

*[EEE: Outside director

Compensation system for directors

Basic Policies

The compensation for Directors who are not Audit &
Supervisory Committee Members is determined in
accordance with the Rules for Directors’

Compensation. Compensation for Directors who are
not Audit & Supervisory Committee Members
(excluding Outside Directors) is composed of

(1) monetary compensation as basic compensation
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and as additional compensation (performance-linked
compensation), and (2) stock compensation as
transfer-restricted stock compensation, with the aim
of reflecting business performance and sharing value
with shareholders. The compensation for Outside
Directors who are not Audit & Supervisory Committee
Members consists only of the basic compensation
under (1) monetary compensation. For both
compensation amounts, the Representative Director,
President & CEQO receives a Memorandum on Director
Compensation from the Committee and, based on
this, finally determines and proposes compensation
amounts to be resolved by the Board of Directors.
Compensation for Directors who are Audit and
Supervisory Committee Members, consisting of only
basic compensation in the form of monthly fixed
compensation, is determined through deliberation by
Audit and Supervisory Committee Members on the
basis of members’ roles, duties, and categorization of
standing or non-standing status, within the total amount
determined at the General Meeting of Shareholders.

Monetary Compensation
A basic compensation proposal for each director who
is not an Audit and Supervisory Committee Member
is made by the Representative Director, President &
CEQ, referencing the necessary information on
director compensation allowing comparison with the
Company, obtained through sources including
surveys on trends in director compensation.
Once basic compensation has been determined,
amounts may be reduced in consideration of matters
including the Company’s current business situation.
For performance-linked compensation, which is
provided as additional compensation, the
Representative Director, President & CEO consults in
advance with the Representative Director in
accordance with the criteria prescribed in the Rules
for Directors’ Compensation for determining whether
the performance-linked compensation should be paid
or not (such as consolidated operating income not

having decreased by a certain percentage compared
with the initial forecast and the previous fiscal year,
profit attributable to owners of the parent being at or
above a certain level, dividends not having been
reduced compared with the initial forecast or
suspended, and ROE not having declined by more
than a certain percentage from the initial forecast),
and determines whether or not performance-linked
compensation will be paid. After the decision to pay
performance-linked compensation has been made,
the amount of said compensation is calculated and
proposed in accordance with the following procedure.

Compensation Calculation Formula

Individual payment amount = Consolidated operating
income for the fiscal year under evaluation x
Performance-linked compensation coefficient for
each position x Premium rate

Stock Compensation

The Company sets and pays monetary compensation
credits for each eligible Director by multiplying the
basic compensation amount by a coefficient
corresponding to their respective position.

Each eligible Director receives an allocation of
transfer-restricted stock through the granting of

all monetary compensation credits as in-kind
contribution. The paid-in amount of the transfer-
restricted stock is determined by the Company’s
Board of Directors within an extent that is not overly
advantageous to the receiving directors, based on the
closing price of the Company’s common shares on
the Tokyo Stock Exchange on the preceding business
day before the resolution by the Board of Directors
concerning issuance or disposal of the stock (or, if no
transactions took place on said business day, the
closing price on the most recent trading day).

Similar transfer-restricted stock is also allocated to
the Executive Officers of the Company and
Representative Directors of subsidiaries of the
Company.

Dialogs and Engagement

Stakeholder Engagement

To the extent possible, we provide opportunities for dialogs with stakeholders to discuss and
exchange thoughts on the status of our business and our initiatives to resolve social issues through

our business. We will continue to work on further enhancing our communication of information.

Multi-Stakeholder Policy

We are aware of our mission to realize a safe society
and people’s happiness through creative technologies
centered on measurement, cognition, and control,
and we are committed to appropriate collaboration
with multiple stakeholders based on the growing
importance of co-creating value, not only with
shareholders, but also with a wide range of other
parties, including employees, business partners,
customers, creditors, and local communities.
Regarding the appropriate distribution of earnings
and results generated through the co-creation of
value and productivity improvement, in recognition of
the fact that appropriate distribution to multiple
stakeholders will lead to sustained momentum for
wage increases and sustainable economic
development, we will pursue the following initiatives

Major areas of stakeholder engagement

aimed at returning profits to employees and giving
due consideration to business partners.

1. Giving back to employees

We will focus on maximizing added value through
sustainable growth and productivity improvement by
focusing management resources on growth areas
and by developing and enhancing the skills of our
employees. Based on the earnings and outcomes
generated, we will raise wages in a manner that is
appropriate for the company’s situation in accordance
with the “General Principles of Wage Determination.”
In addition, as an overall improvement in benefits,

we aim to provide a sustainable return to employees
through proactive efforts centered on human resource
investment that will contribute to higher employee
engagement and further productivity.

- Exhibitions, etc. - Hydraulic School (course on hydraulics)

Stakeholders Communication method Point of contact
. Dal.lyl sales activities -‘Explanatlon of proqluct operation . Business Divisions (sales/service departments)
Customers - Training - Product maintenance and service

- Corporate Communications Office

- General Meeting of Shareholders*'
- Financial results briefings*?

web pages

- Individual meetings with institutional investors*®

- Legal Governance Affairs Office (Handling of

Shareholders / Investors |- Disclosure of financial results briefing materials on IR-related | General Meeting of Shareholders)

- Corporate Communications Office

Suppliers / Partner factories, distributors, agents)

- Holding of business policy briefing sessions (cooperating

- Material Management & Purchasing Office,
factories’ materials sections

- Evaluation interviews

- Briefings on programs, dialogs with the President & CEO**

companies ' Da|ly _procurement aqthltles ) - Business Divisions (sales departments)
- Auditing of cooperating factories
- Labor-Management Nelgotlatllons / Management Council - Hurman Resources and General Afairs
(labor-management deliberations)
Employees Department

- Corporate Planning & Administration Office

- Dialogs with industrial park unions, etc.

- (Headquarters District) Human Resources and

Amount of compensation by officer category

Total amount of Total amount by type of compensation, etc. (million yen) Number of eligible
Officer category compensation, etc. Basic compensation | TnSer-restricted stock | Performance-linked officers
(million yen) P compensation (ote 1) compensation (persons)
Directors who are not Audit and Supervisory Committee Members
(excluding Outside Directors) 70 50 10 10 2
Directors who are Audit and Supervisory Committee Members 17 17 7 _ 1
(excluding Outside Directors)
Outside directors 19 19 - - 4

Notes: 1. The total amount of compensation, etc. is the amount of monetary compensation credits paid under the transfer-restricted stock compensation system.

2. The total amount of the above compensation, etc. for Directors does not include amounts equivalent to the employee salaries of Directors who

serve concurrently as employees.
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Communities

- Dialogs with local residents’ associations, etc.
- Community cleanup campaigns together with companies

in vicinity of industrial parks

- Sponsorship of local events (fireworks displays, etc.)

General Affairs Department

- (Plants) Plant administration sections
- (Hanno) TKA Administration Department*®
- (Tanuma) TPS Administration Section*®

Government

- Dialogs with government officials (local government,

police, fire department, etc.)

- Response to government agencies in the event of accident

or incident

- (Headquarters District) Human Resources and

General Affairs Department

- (Plants) Plant administration sections

- (Hanno) TKA Administration Department*®
- (Tanuma) TPS Administration Section*®

- Corporate Planning & Administration Office

(Government agency response)

*1 Videos have been posted online following the General Meeting of Shareholders.
*2 Live online streaming of financial results briefings has been conducted and videos posted afterwards.
*3 Offered through online conferences and in-person meetings.

*4 Held with a limited number of participants and support for online conferencing.
*5 TKA: TOKYO KEIKI AVIATION INC.

*6 TPS: TOKYO KEIKI POWER SYSTEMS INC.
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