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In 1931, our company was founded with the goal of domestic production of pigments.
For over 90 years since then, we have strived to enrich society and people’s lives
through various forms of “color.”

Starting with “Pigment Synthesis and Surface Treatment Technology,”

we expanded our business into various colorants and inks using

“Formulation and Dispersion Processing Technology”

that finely disperses pigment particles to impart color to desired materials.
Furthermore, while handling materials, we acquired the Polymer Synthesis Technology

and have continued to develop to this day.

Our technology has evolved beyond just “color,”
to also encompass techniques that add functionalities like thermal and electrical conductivity

to the materials themselves.

Alongside these core technologies,

by evolving our production capabilities and responsiveness to customer needs,
our products have been used in numerous industrial goods.

While not always directly visible to consumers,

these materials enrich our lives and support society.

Thus, we are pioneering a broader field of “functional materials,”
going beyond mere “color,”

and striving to create new value to become an excellent company in materials.

We maintain a constant curiosity about people, new things, and the future.
We confront the “unknown”
—products, technologies, and needs that did not exist until today—

and continue to challenge ourselves to discover new possibilities that lie “beyond.”

Explore the unknown to reach a better future.
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Dainichiseika
All Around You

If products had no “color,”

they would be incredibly dull.

Through “materials” that offer both color
and functionality,

we enrich our life

across various fields.
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@ Pigments for roofs
(heat-shielding coatings)
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© Colorants for garage roofs
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O Colorants for watering cans
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© Colorants for seedling pots
(biodegradable resin)

© Colorants for PVC hoses

@ Synthetic leather for
sportswear and other
applications (polyurethane for
synthetic leather, moisture-
permeable polyurethane)

© Watch bands, bezels (molding
polyurethane)
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Window film colorants
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Ceiling materials, mats, and other
synthetic fiber colorants

Cable sheathing compounds

X

F‘/ —

Steering wheel and instrument panel
colorants, surface treatment agents

(1] Smartphones
Products Used

® Advanced Polymers Division
products

® Gravure Inks Division products

@ Plastic Colors No.2 Division products

Resin compounds for bumpers
v
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@ EB curable coating agents,
colorants, gravure inks for
flooring and cushion flooring

@ Colorants, gravure inks for
decorative laminates used in
living room boards, wooden
shelves, etc.

(@ EB curable coating agents,
colorants, gravure inks for
interior wallpaper

@ Colorants for carpets
(synthetic fibers)

@ Sofas (polyurethane resin for
synthetic leather)

) Pigments, colorants for copier
toner

) Pigments and colorants for
inkjet printer inks

@ Surface decoration materials
for home appliances and
office equipment (UV curable
coating agents, adhesives)

......................................................... Color filters

---------------- Polarizing plates

@ LCD Tvs
® Color filters (pigments)

® | CD display components =
Polarizing plates (UV-curable
coating agents)

@ Colorants and printing agents
for clothing

@ Colorants for containers

@ Cosmetics (biodegradable
microparticles)

@ UV curable coating agents,
colorants, and gravure inks for
cosmetic containers

N

%) Packaging films, confectionery
bags
(oil-based/water-based
gravure inks, water-based
flexo inks, solvent-based/
water-based/solvent-free
polyurethane adhesives)

) Colorants for trays
5 Inks for bottle labels
0 Colorants for PET bottle caps

\N X — _—~— _ XN
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Revised in January 2016

Corporate Philosophy

O Have an interest in people
O Have an interest in something new

O Have an interest in the future

Precept

Man is interesting,

then customers as well as companies are constituted of such men.

All the economic principles and the management theories are based upon human behavior
patterns.

Have an interest in people.

New things always excite us to expectation.

Customers, marketplaces are dug up with technical innovation & product development,
which makes people active.

Have an interest in something new.

It is pleasant to imagine the future.

The future is in favor of children. Thinking of the future,

we know companies as well as people shall not live all alone.

Without customers’ growth, albeit some profit is brought to us, it would never last long.

In consequence, neither we nor companies can keep alive unless admitted into the society.
Have an interest in the future.

Meanwhile, we have kept a business creed “Full Achievement” established in 1968.
Being proud of this traditional creed, we shall abide by it along with the corporate philosophy set forth.

Our Business Creed, “Full Achievement”

Under our business creed “Full Achievement” each of us shall
ps ‘ set to work with modest pride as a member of Dainichiseika
Group taking on the responsibility for Color-Age™".

- Work always to be achieved with aiming at the end.

- Pursue the opportunities of expanding our products to the world with good knowledge
of products.

- Enhance the trust of our company through business or products.

- Have an opportunity to always cultivate ourselves, and to deepen reflection as a member
of society.

- Make Dainichiseika Group the most valuable company by performing services for the
society through business.

*1 Color-Age: A word coined by the founder of Dainichiseika, which implies prosperous times led by color technology.

Integrated Report 2025

Editorial policy

The Group positions the integrated report as a vital tool for com-
municating with our stakeholders. This year, we report on where
the Group wants to be in the future and how we aim to achieve
it, covering business policies, strategies for realization, and perfor-
mance from both financial and non-financial perspectives. We strive
to meet the expectations and earn the trust of our stakeholders.
This report has been deliberated on by the Board of Directors and
disclosed in both printed and electronic formats. It has not been
audited by an audit firm.

Scope of reporting

Covers the entire Group.

Reporting period

April 1, 2024 to March 31, 2025 (FY2025)
* Also covers certain activities outside this period.

Issued

Previous: September 2024
Current: September 2025
Next: Scheduled for September 2026

Reference guidelines

@ Value Reporting Foundation (VRF)
“The International <IR> Framework”

® Ministry of Economy, Trade and Industry (METI)
“Guidance for Collaborative Value Creation 2.0”

@ Global Reporting Initiative (GRI)
“Sustainability Reporting Standards”

@ International Organization for Standardization (ISO)
“ISO 26000” (Guidance on social responsibility)
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About Dainichiseika

Top Message

Our Current Medium-Term
Management Plan and
Long-Term Vision

It has been one year since the launch of our three-year
medium-term management plan, “TRANSFORMATION
for TOMORROW 2027.” How do you assess its results
and progress?

For FY2025, the first year of our current medium-term man-
agement plan, net sales increased to 124.7 billion yen (up 4.9
billion yen year on year). This growth was driven by strong per-
formance at overseas subsidiaries, combined with the positive
effects of base consolidation following the completion of the
new factory relocation. Operating profit reached 7.0 billion yen
(up 2.4 billion yen year on year), and ordinary profit reached 7.7
billion yen (up 2.7 billion yen year on year).

We view the first year as having generally gotten off to a smooth
start. Beyond the factors mentioned above, we believe a signif-
icant contributor was the successful implementation of product
price revisions, which anticipated rising raw material costs and
increases in distribution and labor costs. The Japanese econ-
omy had long been affected by deflation, with both prices and
wages struggling to grow. We see the Japanese economy finally

Integrated Report 2025

The first year of our medium-term management plan has gotten off to a
smooth start, with seeds sown across multiple fronts

Achievement of the goals set forth in our basic strategy will steadily be
reflected in future figures

regaining its health, and the Group riding that wave.

In this sense, however, this revenue growth does not rep-
resent the fundamental growth the Group seeks. We intend
to adopt a management stance that involves taking risks to
pursue new growth, rather than merely continuing business
along the same extension. The basic strategy of our current
medium-term management plan focuses on securing a com-
petitive advantage through technology initiatives and further
expanding overseas businesses. Furthermore, growth invest-
ments expected to yield significant results in the short term,
such as acquiring new technologies and expanding overseas
markets through M&A, are critically important. We have al-
ready taken concrete steps to actively pursue M&A under our
current medium-term management plan. Furthermore, we will
strategically increase the allocation of capital toward growth
fields within each business domain.

Supporting this challenge is the enhancement of our human
capital. Failure is inherent in taking on challenges, but we must
foster a resilient organizational culture that embraces failure

Advancing our technology-driven initiative basic
strategy, establishing overwhelming competitive
advantage to become an excellent company

in the field of functional materials

while continuing to pursue new challenges. To this end, we
implemented personnel system reforms in April this year that
encourage and reward taking on challenges. We are still in the
early stages, but we intend to ensure continuous follow-up
and effectiveness verification to embed these changes.

Reflecting on the first year of this medium-term manage-
ment plan, we feel we have done everything possible to lay the
groundwork for future growth. By maintaining this momentum
and executing transformation in the right direction, we believe
tangible results will emerge across multiple fronts—including
new businesses, expanded sales channels, and overseas ex-
pansion—and will be reflected in our numbers. We ask for your
continued support and anticipation.

The long-term vision boldly declares the goal for
“Where We Want to Be in 10 Years”: “Become an
excellent company in the field of functional materials.”
What do you envisage as the form this excellent com-
pany will take?
The meaning of “excellent” can be interpreted differently by
each stakeholder, and perceptions may also vary with the times.
However, the primary condition for an “excellent company” in
my view is that it is “A company that continues to change.”
The Group was founded in 1931 with the goal of domestic

V

Basic Strategy 1

Our current medium-term management plan establish-
es “Secure a competitive advantage through technolo-
gy initiatives” as a basic strategy. What are the specific
measures and their progress?

Our current initiative is to create innovation through techno-
logical convergence by consolidating the entire company’s
R&D functions. The Group’s technology departments were

Koji Takahashi

Representative Director and President
Dainichiseika Color & Chemicals Mfg. Co., Ltd.

production of pigments. At that time, pigments were not only
essential for diverse color expression but also served as excel-
lent functional materials that contributed to safety by enabling
clear identification. Since then, we have continuously expanded
our functionality by developing colorants tailored to specific ma-
terials, functional materials that control heat and wavelengths,
and coating agents used in information and automotive fields.
Returning to our origins and history of change, in October 2023,
we adopted the brand message “BEYOND COLOR Explore the
unknown to reach a better future,” selected through an internal
contest. It is precisely because we have continuously evolved
“functional materials” in response to the demands of the times
and technological innovation that the Group’s products perme-
ate and are utilized in every aspect of industry and dalily life.

Pursuing profits as a company, enhancing employee satis-
faction, and contributing to society —these are roles the Group
must naturally fulfill. However, the prerequisite for this is the
continuous pursuit of “functional materials” suited to the times.
This is the source of the Group’s sustainability and our great-
est mission. By consistently developing and supplying new
“functional materials,” we build win-win relationships with all
stakeholders surrounding our group—that is precisely what |
envisage as the ideal form of an “Excellent Company in the
Field of Functional Materials.”

Through open innovation that integrates diverse fields
Technology-driven Initiatives / We will create new technologies and evolve in both new and existing fields

previously dispersed between an R&D Structure and prod-
uct-oriented R&D Groups within each division. There had long
been voices from the field asking, “Why not combine them into
a single organization?” To strengthen our technology-driven
initiative structure, we reorganized this April. We shifted from
the previous technology organization, which was vertically
structured by individual technologies, to a new organizational
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framework organized by development stage. We also unified
the leadership of the R&D Structure and the R&D Groups with-
in each division. This enables engineers with different special-
ties to collaborate on new developments by integrating their
respective technologies. Furthermore, we aim to expand op-
portunities for open innovation, including industry-academia
collaboration and joint development with customers.

What | expect from our group’s technical human assets are
engineers who love research more than their daily meals, and
maintain an insatiable spirit of inquiry. | believe that when such
engineers come together, unexpected chemical reactions oc-
cur, giving birth to innovations that open the next era. Another
crucial point not to be forgotten is maintaining a keen aware-
ness of customer needs. Customer needs are, in essence, the
needs of the times, and they are absolutely essential for prod-
uct differentiation and quality improvement.

However, simply dedicating oneself to research, develop-
ment, and invention does not automatically lead to innova-
tions that translate into successful commercialization. Stra-
tegic management is required to focus our efforts—through
selection and concentration—on areas where the Group can
compete effectively and fields with strong growth potential.
Time and funds are precious, limited resources. Therefore,
our current medium-term management plan focuses on ar-
eas with large market size, high profitability, and strong growth
potential, building upon the Group’s three core technologies

v

Basic Strategy 2
Overseas Business

As part of our strategy to “Expand overseas business
to strengthen business foundation,” we have identified
Europe, Asia/India, and North America as target mar-
kets. Please share the current status and future chal-
lenges for each region.

For our overseas business, we will focus on Asia’s high GDP
growth markets, characterized by high population growth
rates and vigorous infrastructure development and technolo-
gy adoption. While China’s economic slowdown persists, In-
dia—with a projected 2024 GDP growth rate of 6.5% and the
second-largest economy among emerging nations—is a key
strategic region. We are expanding sales by selecting prod-
ucts tailored to local needs from our portfolio, which includes

09
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centered on pigments and resins. Specifically, we will concen-
trate our investment of human assets, facilities, and capital on
developing “Functional Materials for IT and Electronics” and
“Life Science & Personal Care” as new growth areas, and “Mo-
bility* and “Environmentally Friendly Packaging” as continuing
growth areas.

As part of this effort, we have been advancing the “R&D
Innovation Center Project.” We are currently engaged in dis-
cussions to ensure it functions effectively as an open innova-
tion platform accessible to external partners while maintaining
strong ties with our production sites.

Our current medium-term management plan sets a target to
increase net sales of new products developed through tech-
nology-driven initiatives by 2.6 bilion yen by FY2027. In the
first year, progress on individual research themes was gener-
ally smooth, resulting in a 0.7 billion yen increase in net sales.

The Group’s strength lies in the cyclical structure of “tech-
nological capability, customer responsiveness, and production
site capability” cultivated since our founding. Under “technol-
ogy-driven initiatives,” collaboration between sales and pro-
duction departments must be strengthened more than ever.
We aim to further refine this three-pronged approach: sales
departments reliably addressing customer needs, technical
departments creating new value by deepening and integrating
our three core technologies, and production departments en-
suring stable global supply of high-quality products.

Focus on Asia’s high GDP growth markets as key strategic regions, where
demand for products with strong sales growth potential is high

highly regarded Japanese products such as high-performance
colorants and adhesives for electric wire coating materials. In
Southeast Asia, sales of resin compounds for EV/electrical
components are steadily expanding in Thailand and Vietham,
prompting plans to increase production capacity at the Thai-
land plant. In Indonesia, capacity expansion investments are
planned to meet robust demand for gravure inks. For devel-
oped markets in Europe and North America, we are focusing
on high-value-added products utilizing the latest technologies.

In Europe, we are advancing sales expansion and local pro-
duction of inkjet colorants, as well as developing customers for
cosmetic materials. In North America, we are advancing local
production of water-based surface treatment agents to meet
local production and consumption demands.

Our current medium-term management plan sets a target to
increase overseas business sales by 3.6 billion yen for FY2027
compared to FY2024. For FY2025, excluding currency ef-
fects, we have already achieved an increase of 2.0 billion yen,
demonstrating steady progress on a growth track.

The Group’s net sales currently balance approximately 70%
domestic and 30% overseas. Looking ahead, we aim to fur-
ther increase the overseas proportion of net sales. To achieve
this, we intend to actively pursue opportunities, including M&A
of overseas peer companies.

About Dainichiseika
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Basic Strategy 3
Sustainability

How about “Promote ESG-focused management to
realize a sustainable society”? First, please tell us
about the development and expansion of sales for
sustainable products and initiatives addressing climate
change and biodiversity.

Promoting sustainability management centered on ESG is a
critical initiative we continuously prioritize. However, we believe
it is essential not merely to raise the banner, but to rigorously
evaluate whether our products and services genuinely con-
tribute to the environment and possess sustainable business
viability, thereby transforming these efforts into more effective
and substantive actions. Frankly speaking, the Group aims “to
pursue eco-friendly practices that go beyond merely meeting
standards and instead deliver tangible results.”

As a chemical manufacturer, most of our raw materials are
derived from fossil resources. Therefore, initiatives to achieve
sustainability are an unavoidable challenge. We consider it our
social responsibility to advance the development of products
with high environmental contribution effects through research
and development.

Among our environmental technologies, we are particularly
focused on the transition from oil-based to water-based sys-
tems and the field of biodegradable plastics. A specific exam-
ple is the development of water-based inks, which emit fewer
volatile organic compounds (VOCs) compared to oil-based
inks. Furthermore, we are developing and commercializing
biodegradable cellulose powder (RUBLALEAF® KCX) as an
alternative to microplastic beads in cosmetics, and hydroxy
polyurethane (HPU) made from COz. We aim to increase sales
of sustainable products by 3.0 billion yen during our current
medium-term management plan.

Regarding CO- reduction, the Group has set targets aligned
with international climate change reporting standards to con-
tribute to the Japanese government’s 2050 Carbon Neutrality
goal. Using FY2020 as a baseline, we aim to reduce emissions
by 31% by FY2027 and by 48% by FY2031. We have been
advancing energy-saving measures and the introduction of re-
newable energy. We achieved our target of a 53% reduction in
CO:2 emissions (Scope 1 & 2) for FY2025 ahead of schedule.

v

Basic Strategy 4

How are you progressing with personnel system
reforms aimed at improving employee engagement
and transforming the company culture?

The goal of our HR strategy is to “Foster a corporate culture
full of vitality in which innovation can flourish.” Creating new
value requires free and progressive thinking unbound by pre-

As part of the Group’s social responsibility, we will strengthen corporate
governance to achieve truly effective sustainability

We are also actively working to contribute to society-wide CO-
reduction (Scope 3) through our products. Furthermore, to re-
alize a resource-recycling society, we are advancing the shift to
biomass-based raw materials as well as promoting the reduc-
tion of waste plastic emissions and recycling.

Achieving sustainability and carbon neutrality across society
presents numerous challenges to overcome. We believe further
decisive steps are needed, such as regulations through pub-
lic-private and industry collaboration, and measures to expand
the market for environmentally responsive products. While the
exact path to realization remains uncertain, the Group will con-
tinue to pursue technology development and activities contrib-
uting to the environment from a long-term perspective.

Please tell us about your corporate governance

initiatives, particularly regarding the newly transitioned

“Company with an Audit and Supervisory Committee.”
The Group transitioned from a “Company with a Board of
Company Auditors” to a “Company with an Audit and Su-
pervisory Committee” at the 122nd Annual General Meeting
of Shareholders held in June 2025, with the approval of our
shareholders. An Audit and Supervisory Committee, where a
majority of members are Outside Directors, will be established.
Outside Directors will be responsible for auditing and super-
vising the legality and appropriateness of Directors’ business
execution within the Board of Directors, the Nomination and
Remuneration Committee, and the Outside Director and Audi-
tor Liaison Committee.

This has established a corporate governance system within
the Group that enables more transparent management and
allows for more precise and swift responses to changes in so-
cial conditions and requests from our stakeholders. Moving
forward, further efforts are necessary to ensure this system
remains effective and does not become merely symbolic. We
will strengthen the Audit and Supervisory Committee’s author-
ity, enhance collaboration with the Internal Audits Division, and
conduct continuous review and improvement to achieve highly
effective governance.

Maximize employee performance through personnel system reform and DX
Promote HR strategy and DX / Advance multifaceted initiatives to improve engagement

conceived notions, and it is people who generate this. As a
top priority initiative in our current medium-term management
plan, we are advancing personnel system reforms aimed at
improving employee engagement—specifically, “job satisfac-
tion,” “pride,” and “motivation to contribute to colleagues”
as employees of a manufacturing company. In April 2025,
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we introduced a new personnel system and overhauled the
evaluation system. We have created mechanisms that encour-
age and evaluate challenges, along with job descriptions that
clearly define the roles expected at each job level. These wil
be utilized in personnel evaluations. By evaluating not only em-
ployees’ achievements but also their actions encompassing
abilities, knowledge, and values, we aim to foster a workplace
where “hard work is recognized,” creating a sense of fulfilment.

Furthermore, in today’s era of diversifying work styles, the
Group enables flexible working arrangements tailored to job
type and life stages, such as childcare and caregiving. Re-
garding salary and benefits, we intend to continue responding
appropriately to changes in wage conditions.

While human assets mobility is increasing nowadays, the
Group’s three-year turnover rate for young employees has
been around 5-15% over the past three years, lower than the
domestic average exceeding 30%. However, workers, par-
ticularly younger ones, increasingly seek to understand their
market value and pursue better career development. As a
company, we will respond with compensation and treatment
commensurate with employee contributions, thereby securing
and nurturing top human assets.

Specifically, how are your efforts to foster employee

motivation and improve quality of life progressing?

As a new employee benefit initiative, we have introduced a
restricted stock incentive program for the employee stock
ownership association. Using approximately 7.7 billion yen in
gains from the sale of non-current assets—derived from the
sale of our former Kawaguchi Production Plant—we will first
return value to our shareholders and then allocate funds to
employees as part of our welfare benefits. This initiative aims
to support employees in building their assets while encour-
aging them to take an interest in the company’s performance
and stock price, thereby working together to further enhance
corporate value.

Furthermore, we believe deepening understanding of the
Group’s overall management policies and goals is essential for
improving employee engagement. To achieve this, Directors
are visiting each base, primarily factories, to convey messag-
es in their own words and create opportunities for frank di-
alogue about challenges and concerns on the front lines. At
our production facilities, strict dress codes and standardized

procedures ensure safety and quality, which can be physically
demanding. While we implement comprehensive environmen-
tal improvements for employee safety and health, we also pri-
oritize fostering a sense of pride and dignity in their work.

While our products rarely bear the Company name or
product branding, they are used in diverse industries—from
automobiles and building materials to food and beverage con-
tainers, books, cosmetics, and apparel—and are present in
virtually every aspect of dalily life. We are committed to actively
promoting initiatives that communicate these outcomes and
our social contributions both internally and externally.

Please tell us about the transition to a data-driven

business and its progress.

To enable efficient and reliable strategy formulation and inno-
vative product development, we are advancing business DX
while establishing a foundation for accumulating and sharing
operational data, thereby transitioning to a data-driven busi-
ness model.

Progress in the first year of our current medium-term man-
agement plan has seen significant advancement in strength-
ening [T tools for office work and utilizing generative Al. Future
initiatives will focus on transitioning to a data-driven business
across three major areas: Marketing, Technology Develop-
ment, Production Department. In Marketing, we will accumu-
late market needs as a database, regardless of the responsible
department, and create a process to connect these market
needs with the Group’s technologies to develop new projects.
Next, in Technology Development, we will comprehensively
accumulate raw material usage and development information
into a database. We will then use Materials Informatics (MI)
analysis, combining these data, to accelerate and streamline
material development. In Production Department, we will re-
duce the burden on production sites while advancing data
accumulation and visualization. This will improve the accuracy
of early anomaly detection and lead to enhanced production
efficiency.

Simultaneously, improving employee digital literacy is es-
sential for implementing these measures. We will strengthen
the foundation for cultivating digital human assets by providing
role-specific learning environments, such as Al utilization train-
ing and on-the-job training (OJT) in data analysis.

From management focused on capital efficiency that advances proactive

Basic Strategy 5
Capital Efficiency

Please share your policy and initiatives regarding capi-
tal-efficiency-oriented management.
Regarding capital-efficiency-oriented management, we had
set ROE of 4.6% and ROA of 4.3% as targets for FY2027,
the final year of our current medium-term management plan.
However, after completing the first year of the plan, operating
profit levels have recovered, and with the outlook for steady

Integrated Report 2025

investment for the future
To creating technologies that benefit society and lead to sustainable growth

performance now established, we revised our ROE target for
FY2027 upward to 5% or more in May 2025. Another factor is
the completion of supply chain inventory adjustments, which
were triggered by excessive orders during the economic re-
covery phase following the COVID-19 pandemic. This has led
to an improverment in the business environment surrounding
the Group.

About Dainichiseika

While it may seem somewhat paradoxical, the Group’s man-
agement strategy is that pursuing a capital policy focused on
steadily driving growth from a medium- to long-term perspec-
tive, rather than solely prioritizing immediate dividends, wil
ultimately lead to management that meets the expectations
of our shareholders and investors. To this end, we recognize
that the “technology-driven initiatives” play a particularly crucial
role and that we must invest in human assets, equipment, and
capital accordingly. The same applies to M&A aimed at acquir-
ing new technologies and markets.

Concurrently, we recognize that stabilizing our financial
foundation to respond immediately to changes in the busi-
ness environment while maintaining growth potential is a
critical challenge. We primarily secure the stable funding
required for investments through cash flow from operating
activities and borrowings from financial institutions. Further-
more, by implementing a Cash Management System (CMS)
at our parent company and five major domestic subsidiaries,
we centrally manage intra-group funds and reduce cash and
deposit levels to enhance capital efficiency. We also plan to
utilize interest-bearing debt for funding capital expenditures
and growth investments. Under a disciplined financial strate-
gy, we will maximize our cash flow generation capabilities to

v

Moving forward

What is the source of growth for Dainichiseika Color
& Chemicals Mfg. Co., Ltd.? Also, please tell us about
your future goals.

Our company is built overwhelmingly on technological
strength. We take pride in having many human assets within
the Group who possess a broad perspective—understanding
that technology must serve people, connect to the future, and
drive innovation for tomorrow. Furthermore, the strength of our
sales team in promoting our technology and the strength of
our production team in supporting it with sincere manufactur-
ing are also vital engines for the Group.

Qur corporate philosophy, established in 2016, articulates
three core philosophies: “Have an interest in people,” “Have an
interest in something new” and “Have an interest in the future.”
Each of these philosophy corresponds to our three pillars:
management driven by human-centered principles, the pur-
suit of innovation, and the realization of ESG. Recently, more
students who resonate with this philosophy are applying to join
us. We are confident that as like-minded human assets gath-
ers, our corporate value and the value we provide will continue
to grow, reinforcing our position as a company built on tech-
nological strength. Furthermore, we believe ongoing dialogue
with our stakeholders, including our shareholders, remains
critically important for realizing the Group’s growth.

From FY2026, which marks the midpoint of our current me-
dium-term management plan, we expect initiatives launched
in the first year and earlier to finally take root, bear fruit, and

drive growth.

Please share your thoughts on further enhancing

shareholder returns and opportunities for dialogue with

shareholders and investors.
Our Basic policy is to maintain a dividend policy that prioritiz-
es returning profits to shareholders, while also pursuing future
business expansion, strengthening our management founda-
tion, and enhancing retained earnings, all from the perspective
of sustainable growth and medium- to long-term enhance-
ment of corporate value.

For FY2025, we paid an ordinary dividend of 126 yen per
share. As a special dividend, representing shareholder returns
from the gain on transfer of the former Kawaguchi Produc-
tion Plant, we plan to pay a special dividend of 30 yen per
share (total 2.0 billion yen) for each of the four fiscal years from
FY2024 to FY2027. Combined, annual dividend for FY2025
amounted to 156 yen per share.

We aim to further increase opportunities for dialogue and
information sharing to carefully explain the Group’s activities.
This will help us grow the number of fans who appreciate and
have expectations for the Group’s manufacturing.

We will drive innovation to “Become an excellent company in the field of
functional materials” through technology-driven initiatives

gradually manifest in our financial results. We will continue to
strive with all our strength toward becoming “Excellent com-
pany in the field of functional materials” that meets everyone’s
expectations.
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Progress to Date

Yoshihiro Takahashi, founder of Dainichiseika, believed that “it is a common feeling among human beings to feel plea-
sure from beautiful colors, and it is our wish that our lives be enveloped by the colors we love.” We have been conduct-
ing research and development to fulfill our customers’ wishes for “more flexible coloring” and to contribute to society
through our corporate activities. We sincerely hope that our “color” will become an indispensable element in people’s
lives and continue to enrich people’s lives in the future.

Founded with the aim of producing pigments domestically

Yoshihiro Takahashi, the founder of the company, was concerned about the fact that most pigments were import-
ed before World War Il and founded Saika Ganryo L.P. in 1931 with the aim of producing pigments domestically.
He believed that pigments were difficult to use as they were and that they had to be made into an easy-to-use

form to popularize them, so he began research and development.

In 1944, the company merged with two other companies in the industry which it had acquired, and company
name changed to Dainichiseika Kogyo k.k. (that is, Dainichiseika Color & Chemicals Mfg. Co., Ltd.), forming the

base of the company as we know it today.
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1930

Pigment Synthesis and Surface Treatment Technology

® 1938 Began full-scale production of milori blue, chrome yellow,
fanal pigment, and azo pigments.

® 1944 Entered the offset ink business.

1931 Founded Saika Ganryo L.P.

1939 Company renamed Saika Shikiso Kogyo Co., Ltd.

1944 Acquired two other companies in the same
industry and changed company name to
Dainichiseika Color & Chemicals Mfg. Co., Ltd.

1945 Head Office (Chuo-ku, Tokyo) and Tokyo Plant
begin operations. (now Tokyo Production Plant)

1947 Opened Sapporo Office and Plant.

(later renamed HOKKAIDO DAINICHISEIKA CO.,
LTD. Merged with the Company in 2014)

1950 Opened Osaka Office.
(now West Japan Head Branch)

1957 Established UKIMA CHEMICALS & COLOR MFG.

CO., LTD.

1940
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[ J
® 1948 Developed and launched colorants for polyvinyl chloride (PVC).
Entered the plastic colorant business. ®

® 1950 Developed and launched vinyl inks.
Entered the gravure ink business.

Founder
Yoshihiro Takahashi

Formulation and Dispersion Processing Technology

Polyurethane and
Acrylic Resin Synthesis Technology

® 1967 Entered the polyurethane
resin business.

® 1953 Undiluted colorant for vinylon and rayon fibers.
Entered textile colorant business.

1960 Opened Osaka Plant.
(now Osaka Production Plant)
1961 Listed on Second Section of the Tokyo Stock
Exchange.
1962 Opened Hong Kong Representative Office.
(now DAINICHISEIKA(HK)LTD.)
1963 Opened Narita Plant.
(now HI-TECH CHEM CO., LTD.)
1964 Opened Nagoya Office.
(now Central Japan Head Branch)
1967 Opened Shizuoka Office.
1968 Opened Tokai Plant. (now Tokai Production Plant)
1968 Opened Okayama Office. (now Chugoku Branch)
1969 Listed on First Section of the Tokyo Stock
Exchange.
1969 Opened Kyushu Office.
(now KYUSHU DAINICHISEIKA CO., LTD.)
1969 Established NAGOYA KAKO CO., LTD.
(now Togo Production Plant, DAINICHI COLOR
COMPOSITE CO., LTD.)

1950 1960

1973 Established TAI CHIN CHEMICAL INDUSTRY
CO., LTD.

1977 Established SAMBO FINE CHEMICALS MFG.
CO., LTD.

1977 Established DAINICHI PLABOARD CO., LTD.
(now DAINICHISEIKA KAKO HANBAI CO., LTD.)

1978 Opened Shikoku Office. (now Shikoku Branch)

1983 Opened Hiroshima Office.
(now Hiroshima Branch)

1984 Established DAICOLOR ITALY S.R.L.

1985 Opened Hokuriku Office. (now Hokuriku Branch)

1988 Established HI-TECH COLOR, INC.

1989 Established DAINICHI COLOR(THAILAND) LTD.

1989 Established KANTO DAINICHISEIKA CO., LTD.
(now Kazo Production Plant, DAINICHI COLOR
COMPOSITE CO., LTD.)

1970

About Dainichiseika

Our logo, established in 1950, is based on the motif of an amphibious “pelican” and
“the earth.” It represents the desire of our founder and employees to be like the king of
waterfowls, carrying beautiful colors, walking all over Japan and spreading its wings to
L. oL the world.
Dainichiseika

Expanding “Domestically Produced” technolo-
gy into overseas markets

Since the 1980s, as Japanese companies have been aggres-
sively expanding overseas, we've been expanding the areas in
which we operate to meet their needs. Today, we have 15 sales
and production bases in 10 countries and regions and have
built a system to meet the development needs of our customers
around the world.

Technical Development and production sys-
tems were established and penetrated the
domestic market

After World War Il, we made a fresh start and “set synthetic res-
in colorants,” “pigment printing agents,” and “mass colorants
for synthetic fibers” as the three pillars of our postwar plan. By
19583, the three pillars of technological development had been
established, and in 1968, the Tokai Plant (now the Tokai Produc-
tion Plant) was completed. It was here that we began to pene-
trate the domestic market in earnest.

Net Sales

(billions of yen)
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1975 Announced a computer color matching system in the field of plastic colorants (CCM). (ED 8
i i 150 83
1976 Entered the UV curable coating agent business. S 2
S QO
@ 1985 Entered the naturally-derived functional polymer business. 8 (2
Qo
® 1985 Silicone polyurethane resin. Z o
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® 1998 Inkjet dispersions. ® 8
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@ 2003 Pigments for color filters. 8 =
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1993 Established OSAKA KAKO CO., LTD. (now 2003 Established DAICOLOR SHANGHAI MFG. CO., LTD. 2013 KANTO DAINICHISEIKA CO., LTD. merged with & =
Katano Production Plant, DAINICHI COLOR 2005 Established DAINICHISHENZHEN) TRADING LTD. NAGOYA KAKO CO., LTD. and OSAKA KAKO ‘2 >
COMPOSITE CO., LTD.) 2006 Established DAINICHI COLOR VIETNAM CO.. LTD. CO., LTD. and changed trade name to DAINICHI (7>.
1994 Established SHANGHAI MITSUI PLASTIC " i COLOR COMPOSITE CO., LTD. O =
2007 Established KYUSHU KAKO CO., LTD. [ e . I . =+ 0
COMPOUNDS LTD. N 2016 Acquired additional equity interest in AEOLIAN
R (Kumamoto Production Plant) CORPORATION (@) Q
Eg: Es:ag:!s:eg ;&:‘G'éi(i: 'g‘ml’;‘gﬁ"éﬁ’:ﬂ (oL 2008 Established DAINICHI COLOR INDIA PRIVATE LTD. : c ‘E
stablishe: .
2008 Established DAINICHISEIKA COLOR & CHEMICALS —
M R SO MFG. CO., LTD. EUROPE REPRESENTATIVE o ®
1996 Opened Shiga Production Plant. OFFICE. S o
1997 Established DAINICHISEIKA (HK) COLOURING 2020 Established Bando Production Plant. a §
GO, LTD. 2021 Established Sakura Technology Innovation 50 5 .
Center (STIC). «Q O
2022 Due to the revision of the market classification :‘
of the Tokyo Stock Exchange, the company c
moves from the First Section of the Tokyo Stock i
Exchange to the Prime Market. >0
@
Q
o
=
=1
>
Q
(72}
__ 0
1980 1990 2000 2010 2020 (FY)

*Starting in FY2021, the revenue recognition standard has been applied, resulting in a decrease in net sales of approximately 40 billion yen.
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Value Creation

Process

Brand Message

BEYON

Explore The unknown 1O Reach A beTTer FUTURE.

INPUT

Sources of value creation

Financial capital

Total assets: 196,784 million yen

Net assets: 130,497 million yen

Share capital: 10,039 million yen

Human capital

Number of
employees 3,594
Intellectual capital

Number of ;

research bases 61in Japan
Manufacturing capital

Number of 13 in Japan

bases

11 in overseas

Natural capital
32,135 KL

Total energy (crude oil equivalent)

Net water

3
volume 2,725 thousand m

Social capital

Symbiosis with stakeholders

Value Creation Platform

2>

i A HA0Z 5 2027

AN ORI AT IO O T T OO RO

Value co-creation
with customers

Our strengths

HR strategy

A P19, 29-30, 55

Three core
technologies

111

Human
assets

OQO

Responsiveness Production site
to customer capabilities
needs

*As of March 31, 2025, consolidated basis

About Dainichiseika

OUTPUT

Priority projects and

target markets

New development markets [ P.32

Secure a competitive
advantage through
technology initiatives

. 3 P18, P31-32

Implement
capital-efficiency-

Expand overseas

N

Promote
ESG-focused
management to
realize a sustainable
society

\J [2) P18, P39-44
N

Functional Materials for
IT and Electronics

Life Science &
Personal Care

business to
strengthen business
foundation
\¢ B P18 Ongoing development markets

Mobility

=l=js

Environmentally
Friendly Packaging

Integrated Report 2025

oriented

Is) e
reCeDt, Our Business Cre Promote DX

B P19

\
\'

Social issues (external environment, business environment)

® Climate change @ Resource recycling @ Declining domestic population
® Respect for human rights  ® Environmental pollution ® Global food crisis
® Geopolitical procurement issues ® Supplier business continuity issues

management
. 2 P19, P21-24

Wi

OUTCOME

Become an excellent company in
the field of functional materials

® Innovative proprietary technologies
® Contributing to sustainable growth
® Meeting stakeholder expectations

B Pri7

Developing together
with society

® Creating a prosperous
future for the next
generation

® Technologies centered on
functional materials

® Generating value
essential to society

R raz

p'4

Living in harmony with
the environment

@ Contributing to
decarbonization and
resource recycling

® Environmentally conscious
product development

® Environmentally conscious
resource utilization

Improving stakeholder

Medium-term

management targets & P17

® Net sales: 130 billion yen

® Operating profit: 7.8 billion yen

® ROE: 5.0%, ROA: 4.3%

® Engagement score: 56—59 points
® CO, emissions: 31% reduction

engagement

® Building stakeholder
trust, expectations, and
empathy

® Supporting job
satisfaction and growth

® Sharing results fairly with
stakeholders
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Long-Term Vision and the Current Medium-Term
Management Plan

Growth strategy and positioning in 10 Years

The Group announced “Become an excellent company in the
field of functional materials” as our “Where We Want to Be
in 10 Years” goal in the current medium-term management
plan TRANSFORMATION for TOMORROW 2027, which be-
gan in FY2025. We strive to reduce the environmental impact
of our business activities and continue to develop and supply
“functional materials” that impart functionality to substances.
Through this, we seek to build win-win relationships with all
stakeholders surrounding the Group and enrich people’s lives.

To achieve our “Where We Want to Be in 10 Years” goal, we
will continue to pursue our missions from the previous medi-
um-term management plan: “Leverage our technological ca-
pabilities in niche markets so we can continue contributing to
society” and “Work on finding solutions and create new value
for a sustainable society.”

To achieve these missions, we have set out our basic

strategies, which we have continued from the previous me-
dium-term management plan, consisting of “Secure a com-
petitive advantage through technology initiatives,” “Expand
overseas business to strengthen business foundation,” and
“Promote ESG-focused management to realize a sustainable
society.” To support these basic strategies, we have added
“Promote HR Strategy & DX” as a basic strategy under our
current medium-term management plan, and we will also work
to “Implement capital-efficiency-oriented management.”

Where We Want to Be in 10 Years

Become an excellent company
in the field of functional materials

Current Medium-Term Management Plan “TRANSFORMATION for TOMORROW 2027”

To achieve sustainable growth for the Group and create medium- to long-term corporate value, we will work toward realizing five
basic strategies under our current medium-term management plan, which begins in FY2025.

>

Basic strategies of current medium-term management plan

Secure a competitive advantage
through technology initiatives

Expand overseas business to
strengthen business foundation

Implement capital-efficiency-
oriented management

(ROE of 9% or more, ROA of 5%
or more)

Sales growth under the current medium-term management plan

(compared with FY2024)

Technology-driven
initiative

Promote ESG-focused +2.6
. billion yen
management to realize a
sustainable society Sustainability Overall Overseas business
Promote HR strategy and DX
Newly added in our current +10.
medium-term management plan bi}:g'gn billion yen bi:}g,'?en

Promote HR Strategy and DX
D

Capital efficiency

Targets to — } FY2027

ROE 9% or more ROE 4.6%

ROA 5% or more plan ROA 4.3%
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Strategy & Technology

Results of the first year (FY2025) initiatives for each basic strategy under
the current medium-term management plan

Results of the first year (FY2025) initiatives for

Technology-driven

basic strategies initiative
Sales growth for FY2025 is shown in the chart 28 , II+0.7
. illion yen illion yen
on the right. onve
Furthermore, regarding capital efficiency, Sustainability Overall Overseas business
while the ROE target for FY2027 was set at Sales in FY2025
Sales in FY2025
4.6%, we announced a target ROE of 5% or
. 5 . +10. .
more in May 2025. We will continue to ad- bnf'i?.{?en bufi?n'een billionyen  billion yen bn::\'?en buTig:?en

vance the various measures outlined under the
current medium-term management plan.

The overview of each basic strategy and the
results of the first-year initiatives are as follows.

Secure a competitive advantage through technology initiatives

The Group is reevaluating the technologies we possess using
technology management methods and is working on technology
development that deepens our three core technologies (1. Pig-
ment Synthesis and Surface Treatment Technology, 2. Formula-
tion and Dispersion Processing Technology, 3. Polymer Synthe-
sis Technology) by combining open innovation, synergy between
segments, intellectual property strategies, etc., with the highest
priority being placed on contributing to social needs (ESG).
Under our current medium-term management plan, with
these core technologies remaining an important foundation,
we evaluate market size, profitability, and growth potential. We
have identified the focus for our development efforts in two
new growth areas: (1) Functional Materials for IT and Electron-
ics and (2) Life Science & Personal Care and in, (3) Mobility,

Expand overseas business to strengthen business foundation

We have been developing our business based on the recogni-
tion that the source of the Group’s earnings and growth exists
both in Japan and overseas and that we need to develop our
business in countries with high GDP growth in a balanced
manner.

Under our current medium-term management plan, we are
working toward the target of increasing overseas sales reve-
nue by 3.6 billion yen by FY2027 compared to FY2024. As of
March 31, 2025, the end of the first year, sales had increased

Promote ESG-focused management to realize a sustainable society

To realize a sustainable society, the Group has positioned ESG
management as one of our strategies under the current medi-
um-term management plan. We are advancing various initiatives
throughout the entire product lifecycle—from the raw material
procurement stage to the disposal of products made using our

May 2025 - upward revision
ROE 5% or more

2.0 billion yen excluding )

Promote HR Strategy and DX (foreign exchange impact
D 4

Capital efficiency

FY2027 plan
ROE 4.6% » (achievement target)
ROE 9% or more

where the theme is a further shift toward environmentally con-
scious products and (4) Environmentally Friendly Packaging
for the continuous growth areas. We are actively investing in
human assets, equipment, and capital to build a structure to
secure a competitive advantage through technology initiatives.

Under our current medium-term management plan, we
are working toward the target of increasing sales of technol-
ogy-driven new development products by 2.6 billion yen by
FY2027 compared to FY2024. By the end of the first year,
FY2025, progress on individual development themes was
generally on track, with sales increasing by 0.7 billion yen.
While it takes a certain amount of time for newly developed
products to contribute to sales, we will continue to aim for their
early contribution to sales.

by 2.0 billion yen (excluding currency effects). While production
volumes remained sluggish in China, primarily for home ap-
pliances, office automation equipment, and the transportation
industry, performance outside China was strong due to market
recovery and the effects of price adjustments. We will continue
to focus on proactive business development, centered on pro-
moting “local production for local consumption,” expanding
overseas bases, and creating new businesses.

materials—aiming to co-create new value with our customers.

Simultaneously, we utilize Enterprise Risk Management
(ERM) to efficiently address risks and opportunities arising from
various changes in both external and internal factors related to
these critical management issues.
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{Development and expansion of sustainable products)

The Group promotes the realization of a sustainable society
by expanding sales of sustainable products. These include
environmentally friendly products that reduce environmental
impact, as well as products that enrich people’s lives.

Under our current medium-term management plan, we are
working toward the target of increasing sales of sustainable
products by 3.0 billion yen by FY2027 compared to FY2024.
By the end of the first year, March 2025, we established an in-
ternal framework aimed at swiftly commercializing products by
accurately linking customer and market needs to technology

development themes to achieve this goal. However, sales of
sustainable products, predominantly in the information elec-
tronics materials and automotive-related product groups, in-
creased by only 0.5 billion yen compared to FY2024. This was
due to the impact of economic slowdowns in key markets,
including China, on automotive-related products.

For other activities related to ESG-focused management,
such as “Initiatives to address climate change” and “Promot-
ing resource recycling” aimed at realizing a sustainable soci-
ety, please refer to “Our Approach to CSR and ESG” starting
on P 39.

Promote HR strategy and DX

1. HR strategy

Based on the recognition that fostering a “corporate culture full
of vitality in which innovation can flourish” is essential for real-
izing employees’ future aspirations, we are advancing an HR
strategy aimed at enhancing engagement among employees
as manufacturing company personnel.

Specifically, recognizing the need to translate management
policies and strategies into frontline employee goals based on
our internal engagement survey results, we scheduled and
executed roundtable discussions during FY2025. These ses-
sions involved Directors visiting locations nationwide to engage
directly with employees, enabling mutual sharing of expecta-
tions between management and staff. We will continue these
roundtable discussions going forward, increasing opportuni-
ties for more employees to engage directly with Directors.

In April 2025, we introduced a new personnel system. With-
in the performance evaluation framework, we established job
descriptions (JDs) to ensure clarity and fairness, foster evalu-
ations that are convincing, lead to growth, and promote psy-
chological safety. By becoming a more attractive company, we
expect to enhance engagement, cultivate human asset and
achieve innovation.

In terms of our target for improving engagement, we set a
target engagement score of 59% for FY2027. The actual score
for FY2025 was 56.2%.

Implement capital-efficiency-oriented management

In order to improve our corporate value over the medium- to
long term, we will strengthen the profitability of existing busi-
nesses and invest in growth fields, based on the four basic
strategies mentioned above. As part of our financial strategy,
we will also work to strengthen shareholder returns, engage in
growth investment such as M&A, and balance sheet manage-
ment, including measures to improve capital efficiency, with
the aim of achieving ROE of 9% and ROA of 5% as soon as
possible. In addition, as part of our non-financial strategy, we
will continue to hold briefings for institutional investors and indi-
vidual investors, and we will also focus on IR and SR activities.

For FY2027, the final year of our current medium-term
management plan, we set targets of 5% for ROE (revised up-

Integrated Report 2025

2. Promote DX

We will increase efficiency by digitalizing operations, build the
foundations for compiling and sharing data, and focus on
promoting efficient, high-certainty strategies and innovative
product development to achieve a transition to a data-driven
business.

As we conclude the first year of our current medium-term
management plan, we have enhanced IT tools for office work
and begun utilizing generative Al, thereby improving operation-
al efficiency.

Our specific measures for the future are as follows. In the
area of marketing, we will build market needs into a data-
base across all departments and connect these needs with
our technologies to develop new opportunities. In the area of
technology development, we will compile cross-functional da-
tabases of raw materials used and development information,
which we will combine and use in shortening development pe-
riods through Materials Informatics (Ml). In the area of produc-
tion, we will reduce the burden on the production floor while
compiling and visualizing data, thereby increasing production
efficiency by improving early anomaly detection rates. Addi-
tionally, we will further strengthen the foundation of our digi-
tal human assets by efficiently conducting training to improve
digital literacy and Al utilization, as well as on-the-job training
(OJT) in data analysis.

ward in May 2025) and 4.3% for ROA. However, for FY2025,
the first year of the plan, we achieved ROE of 8.4% and ROA
of 4.0%.

This was primarily due to the recognition of approximate-
ly 7.7 billion yen in extraordinary income from the sale of
Non-current assets associated with the disposal of the site
of our former Kawaguchi Production Plant in Kawaguchi City,
Saitama Prefecture. However, from a performance perspec-
tive, while raw material prices continue to rise, the prolonged
inventory adjustments across the supply chain following the
stay-at-home demand during the COVID-19 pandemic have
finally concluded. This has also contributed to the improve-
ment in the business environment surrounding our company.

Strategy & Technology

Profit growth

Improvement in

rofitabili
p ty Optimization
of management

Reform and strengthen existing resources

business structure
Develop business in growth areas
including overseas

Improvement in Improve cash conversion cycle

corporate value

Achieve PBR of

1.0x ASAP Shareholder
FY2027: Achieve ROE returns
of 4.6%
Upward
May 2025 ‘ revision Promotion of B/S

- management
Achieve ROE of g

5% or more .
Effectively use leverage
Reduce cost of capital
Reduce cross-shareholdings on an
ongoing basis Investment and
Implement a cash management
system

Reform and strengthen existing
business structure

Develop business in growth areas
Increase profit margins by reducing costs

Actively invest in core and growth
businesses

Actively invest in DX and human assets

Increase capital efficiency and
corporate value while maintaining
financial stability

Total payout ratio of 40-50%

May 2025 ‘ Upward revision
Planned ordinary dividend: Total
payout ratio of 50% or more on
average over the three-year
medium-term management plan, with
a minimum annual dividend per share
of 100 yen

Pay a special dividend of 30 yen per
share over the four periods starting

in FY2024

Consider using interest-bearing debt
for M&As

Always make investment decisions with
capital costs

Progress in first year of
medium-term plan (FY2025)

Achieved first medium-term plan year
profit

Strengthened development capabilities
and promoted new business creation
through R&D Structure reorganization
Achieved cost reductions by
completing relocation to Bando
Production Plant

Introduced new personnel evaluation
and compensation systems from
April 2025

Introduced Adoption of a Restricted
Share Incentive Plan for the Employee
Shareholding Association

Set aside additional 3.0 billion yen for
retirement benefit trust

Sold former Kawaguchi Production
Plant site

Transferred equity interest in Equity
Method Investee

Reduced strategic holdings by 0.3
billion yen across 17 stocks
Planned annual dividend of 156 yen
(46 yen increase from previous year)

Cancelled 500,000 treasury stocks

Implemented strategic investments
as planned

Selected M&A target areas

Summary of the first year (Fr2025 of the medium-term capital expenditure plan
(FY2025-FY2027) and progress on growth investments

{Capital expenditure)
For FY2025, strategic product investments included pig-
ments for color filters, compounds for the automotive sector,
HPU production facilities, and capacity expansion at the Thai-
land plant. Combined with ordinary investment such as aging
countermeasures, total investment amounted to 4.1 billion yen.
The three-year plan is expected to proceed largely as
scheduled.

FY2025 Three-year Three-year
results plan forecast
ﬁt&:tsetzggnpiroduct 1.2 bilion yen| 6.2 bilion yen| 5.9 billion yen

Regular investment 2.9 billion yen| 9.3 billion yen| 9.5 billion yen
Total 4.1 billion yen | 15.5 billion yen | 15.4 billion yen

Establishment of the

Column Corporate Planning Division

To accelerate the business growth of the Group and strengthen our
management structure, we established the “Corporate Planning Divi-
sion” in October 2024 as an organization reporting directly to the Pres-
ident.

{(Accelerating business growth)

We have consolidated the previously separate functions of budget

formulation, medium-term management planning, and overseas busi-

ness development into the Corporate Planning Division. Additionally,

we have newly established a department dedicated to advancing M&A

activities. This will enhance consistency from strategy formulation to

execution, aiming for faster business growth.

Primary Roles of the integrated/newly established departments

1. Business Planning Department: Formulates company-wide man-
agement strategies, including budget management, medium-term
management planning, and business portfolio strategy develop-
ment, and drives their execution.

2. Overseas Business Development Department: Explores new
business opportunities in global markets through close collaboration
with business divisions and independent initiatives, driving the for-
mulation and execution of overseas strategies.

3. Corporate Strategy Department: Specializes in advancing M&A
strategies from formulation to execution, aiming to expand business
scale and transform the business portfolio.

{Growth investment)

By FY2027, the final year of the plan, we anticipate growth in-
vestments totaling approximately 15 billion yen, aimed at M&A
and capital alliances.

Regarding M&A investments, we are identifying sectors ex-
pected to deliver significant future value to our company. We
are compiling lists of potential acquisition candidates within
each sector, developing post-integration value creation sce-
narios for listed companies, and advancing approaches for
acquisitions and alliances.

(Strengthening our management structure)

To date, our company’s Representative Director and President, along with

the management team, have consistently discussed critical management

issues based on their respective expertise and insights, enabling swift
decision-making. With the establishment of the Corporate Management

Committee as a new permanent meeting body, the management team

will collaborate even more closely. This will deepen discussions from a

more strategic and multifaceted perspective, accelerating the formulation

and execution of various strategies. The Corporate Planning Division will
serve as the secretariat for the Corporate Management Committee, with
the division manager acting as chairperson.

Three primary roles of the newly established Corporate Manage-

ment Committee

1. Preparatory work for smooth transition to the Board of Direc-
tors: Management will conduct detailed reviews and exchange
opinions on agenda items prior to Board deliberation, supporting
higher-quality decision-making.

2. Centralized oversight and discussion of company-wide perfor-
mance: Consolidating performance reporting, previously conducted
in separate meetings, into the “Corporate Management Committee”
will allow the management team to gather in one place to share the
company’s overall situation, promoting rapid issue identification and
countermeasure planning.

3. Strategic discussions and generation of new perspectives: Be-
yond regular agenda items, we engage in free-flowing discussions
and multifaceted examinations—including medium- to long-term
management strategies and new business exploration—uncon-
strained by the Board of Directors submission requirements.

Under this new framework, the Group will advance vigorously toward
a new stage of growth.
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Strategy & Technology

CFO Message

Under management focused
on capital efficiency,

we will promote

improved profitability and
balance sheet management

Tatsuhiko Komada

Senior Managing Executive Officer, Chief Financial Officer (CFO)
Dainichiseika Color & Chemicals Mfg. Co., Ltd.

Shifting to capital cost-focused management, we will simultaneously advance “financial,”
“non-financial,” and “profitability improvement” initiatives

Please explain the basic policy of Dainichiseika’'s

financial strategy and the role the Chief Financial Officer

plays within it.
Our financial strategy is outlined in our disclosure titled “Mea-
sures for Achieving Management Focused on Capital Costs and
Share Price,” which states: “We will enhance shareholder returns
and generate cash for growth and capital expenditure through
asset and capital efficiency,” and “We will strive to improve ROE/
ROA and PBR, while controlling capital costs through leverage
utilization and other means.” Specifically, as capital efficiency
measures, we promote balance sheet management, including
the sale of cross-shareholdings, optimization of group funds
through a cash management system, review of the cash con-
version cycle, and sale of assets to enhance asset efficiency. As

Chief Financial Officer, | am naturally involved in executing the
financial strategy. However, since financial strategy cannot be
separated from overall management strategy, | engage with the
entire management strategy, ensuring that “financial,” “non-fi-
nancial,” and “profitability improvement” aspects are considered
and planned as a set, without bias. | particularly consider the
relationship with the business units responsible for operations
as crucial. For investment plan deliberations, | strive to involve
the planning units as much as possible. | particularly value en-
gagement with the business units responsible for operations.
For investment plan deliberations, | make a point of visiting each
bases whenever possible to receive direct explanations of the
plans and ask questions. During these visits, | also make a point
of inquiring about issues beyond the investment plan itself.

For FY2025, the first year of our medium-term management plan, we achieved increased net sales and

profits, meeting our targets

We launched the medium-term management plan
“TRANSFORMATION for TOMORROW 2027”
(hereinafter referred to as the current medium-term
management plan) starting with FY2025. Please tell us
about the performance for the first year and the progress
of the current medium-term management plan.

Looking back at the business environment, demand plummeted
sharply in FY2021 when the COVID-19 pandemic began. How-
ever, in FY2022, there were advance orders exceeding actual
demand, driven by expectations of an economic recovery. As
a result, inventory built up along the supply chain. We analyze
that it took approximately one and a half years, until the first half
of FY2024, to resolve this inventory buildup. We believe that the
normal inventory adjustment process finally began in the second
half of FY2024.

Amid these conditions, our performance for FY2025 exceeded
the previous year in both sales and profit. Operating profit reached
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7.0 billion yen, significantly surpassing the initial forecast of 5.2 bil-
lion yen. Domestically, the entire business gradually recovered, and
sales price revisions progressed. Overseas, the Southeast Asian
subsidiaries performed well in compounds, colorants, and gravure
inks, while the Chinese subsidiary performed well in polyurethane
resins. Furthermore, profit attributable to owners of parent increased
significantly due to the recognition of 7.7 billion yen in extraordinary
income from the sale of the former Kawaguchi Production Plant site.

The current medium-term management plan is progressing
largely as planned. For FY2026, we project net sales of 127.3
billion yen, operating profit of 7.2 billion yen, ordinary profit of 8.2
billion yen, and profit of 6.1 billion yen. For FY2027, the final year
of the current medium-term plan, we project net sales of 130.0
billion yen, operating profit of 7.8 billion yen, ordinary profit of 8.4
billion yen, and profit of 5.8 billion yen. We considered revising up-
ward the final-year targets but decided to maintain the initial plan,
taking into account factors such as U.S. tariff issues.

Recognizing our company’s unique risk premium, we aim to improve ROE to achieve a PBR of 1.0

Please explain your approach and initiatives for

enhancing corporate value.

Currently, our PBR (price-to-book ratio) remains below 1,
prompting a renewed analysis of our corporate value. Matrix
analysis comparing ROE (return on equity), which indicates
capital profitability, and PBR, representing market valuation,
shows that as of the end of March 2025, the ROE and PBR for
the “Chemical Sector Average on the Prime Market” —the cat-
egory in which we operate—were lower than the overall Prime
Market average. For FY2025, although our ROE exceeded the
chemical sector average due to the recognition of extraordi-
nary income from the sale of the former Kawaguchi Production
Plant site, our PBR remains at a low level. Furthermore, even
in FY2017 (ROE: 12.5%) and FY2018 (ROE: 9.2%), when the
Company achieved ROE exceeding its cost of equity, PBR re-
mained below 1. This indicates the existence of a risk premium
specific to the Company.

Given this situation, we sought feedback from institutional
investors during meetings and other opportunities regarding
how our company is perceived. We learned that while our
recognized cost of equity is 6-7% (CAPM), the expected rate
of return is 8-10%, indicating a gap. Furthermore, from an in-
vestor perspective, we received feedback regarding our com-
pany-specific risk premium, including: “The Company’s broad
business scope and diverse end-user markets make the out-
look for medium- to long-term market expansion uncertain,”
and “The high shareholding ratio by financial institutions and
corporate entities, coupled with a low number of shares in free
float, leads to high stock price volatility.”

To achieve a PBR of 1, the Company set “ROE of 9% or
more” as a medium- to long-term target in the current medi-
um-term management plan announced in June 2024, aiming
for “ROE of 4.6%" by the final fiscal year of this plan (FY2027).

However, considering market expectations, we determined it
necessary to raise our target level further. Additionally, as the
business environment is returning to normal and we foresee
steady growth in performance, we have raised our ROE target
to “5% or more.” To achieve this target, we will focus our efforts
on “financial,” “non-financial,” and “profitability improvement,”
and we are determined to strive toward achieving this goal.

Please tell us about the initiatives you are focusing on to
improve capital profitability.

At the financial results briefing for FY2025, we disclosed for the
first time materials analyzing our portfolio, strategic products,
and existing product lines using a matrix of capital profitability
and market growth potential. We categorized them into three
segments: “Growth businesses” with high capital profitability
and market growth potential, “New/developing businesses”
with low profitability but growth potential, and “Restructuring
businesses” with low capital profitability and market growth
potential. We outlined future directions for each. Specific initia-
tives are currently under internal discussion.

To enhance capital profitability, we will concentrate invest-
ments in people, resources, and capital on “Growth business-
es” and “New/developing businesses.” Furthermore, we will
continue to focus on listening to customer needs and devel-
oping products through ongoing dialogue. For “Restructuring
businesses,” rather than simply cutting existing operations,
we also need to consider approaches to improve profitability
through process rationalization, product line consolidation, and
price revisions. By enhancing the profitability of existing prod-
ucts through such approaches while also diligently pursuing
new businesses, we aim to improve profitability across both
existing and new products.

Revamping our R&D system to integrate R&D Structure and divisions for enhanced development

Our basic strategy is “Secure a competitive advantage

through technology initiatives.” Could you explain how

we’re advancing our R&D promotion system?
While we have examples of developing new products by de-
ploying innovations from our R&D Structure to divisions, a chal-
lenge was that the R&D Structure —could not maintain constant
collaboration with all nine technical departments. Against this
backdrop, on April 1, 2025, we reorganized the R&D Structure.
We shifted from a vertically divided structure based on individual
technologies to an organizational framework organized by de-
velopment stage, reorganizing into “Research & Development,”
“Future Innovation” and “Business Development.”

With this change, the Research & Development Division
streamlined themes and reduced personnel. Meanwhile,
themes with significant growth potential were assigned to the
Future Innovation Division and Business Development Division.
These new units integrate the R&D Structure with the technical

departments, which are developing products face-to-face with
customers. This reorganization strengthens our technical and
product development capabilities, creating a structure where
technology can drive business creation.

By appointing experienced managers from the technical
departments to lead the Future Innovation Division and Busi-
ness Development Division, the distance between research
and business departments has been reduced. This improves
the frequency and quality of communication. Furthermore, by
strengthening collaboration between the R&D Structure and
technical departments, we have established a framework for
product development utilizing company-wide technology. We
expect that engineers possessing specialized knowledge in
each business domain will be able to make high-value-added
proposals to customers.
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Steadily executing growth-oriented investments such as capital expenditures, DX promotion, and M&A

The current medium-term management plan includes
plans for aggressive capital expenditures. How is
progress proceeding?

Capital expenditure plans under the current medium-term
management plan are progressing smoothly. We plan to in-
vest 15.4 billion yen cumulatively over the three years starting
from FY2025, based on order value. For FY2025, we imple-
mented strategic product investments including: pigments for
color filters; compounds for automobiles; increased production
capacity for inkjet printers; HPU (Hydroxy Polyurethane) pro-
duction equipment; and capacity expansion expenditure at the
Thailand plant.

Regarding the “R&D Innovation Center Project,” which aims
to consolidate the company’s R&D functions and foster innova-
tion through cross-functional technology integration, it may not
be completed within this current medium-term management
plan period due to the progress of internal discussions and
recent construction cost increases. In such a case, we antici-
pate prioritizing other investment projects, and the total capital
expenditure amount is not expected to change significantly.

For larger capital expenditures, the Operating Control Com-
mittee reviews the details with relevant Directors and Titled
Executive Officers, based on the investment content. After
committee approval, the investment is finalized according to
decision-making standards. While we actively promote invest-
ments in fundamental research that drives growth and the com-
mercialization of developed products, implementation involves
confirming the background necessitating the investment, mar-
ket trends, and the status of customer dialogue. Ultimately, de-
cisions are made with a focus on investment recovery.

You are promoting the shift to a data-driven business
model as part of our DX promotion. Could you tell us
about specific measures?

In 2018, we overhauled our core systems and introduced SAP.
Concurrently, we launched a WMS (Warehouse Management
System) based on a 3PL contract with a logistics company,
connecting it to SAP to enhance visibility into logistics costs.
We have also leveraged Bl (Business Intelligence) tools to
extract necessary data, utilizing it for formulating the current
medium-term management plan, budget planning, and exe-
cuting daily business plans. Within technology departments,
we introduced Materials Informatics (M) tools in April 2023 to
standardize and accelerate technology development.

Furthermore, in 2024, to advance data-driven management,
we established a new DX Promotion Department within the In-
formation Management System Division.

Integrated Report 2025

In early 2025, we introduced “Google Workspace (GWS)” to
enhance information sharing and efficiency. All employees have
access to its Al features; currently, over 80% of employees uti-
lize generative Al, and the use of no-code tools is gradually
increasing. We have placed no restrictions on joining or using
chat groups and require no manager approval, hoping this will
foster the creation of numerous communities. This enables in-
formation access and idea exchange regardless of department
or location, and has been particularly well-received by younger
employees. Consequently, information and insights previous-
ly shared only within siloed departments are now connected
company-wide, creating an environment where communica-
tion can freely cross organizational boundaries. We view this as
a major transformation since our company’s founding.

For FY2026, we will advance education for employees to
cultivate IT skills and foster a DX mindset, further driving digital
transformation.

Additionally, we are currently advancing plans to overhaul
our HR systems and simultaneously introducing a talent man-
agement system that enables centralized management of hu-
man assets information.

Furthermore, to ensure swift and accurate compliance with
various chemical substance regulations, we aim to launch a
new system in October 2025. This will establish an environ-
ment enabling centralized chemical substance management
and the rapid, precise provision of information—such as chem-
ical substances contained in each product and associated de-
tails—at the product level or chemical substance level.

Please explain your approach to M&A and your

initiatives.

In the current medium-term management plan, we have
planned 15.0 bilion yen in growth investments over three
years, separate from the capital expenditure plan. Specifically,
we anticipate investments primarily overseas, focusing on the
transportation equipment and information electronics fields.
Regarding M&A and capital alliances, our basic policy is to pri-
oritize investments in companies that can generate high profits
and high investment returns, emphasizing those where syn-
ergies with existing businesses are expected and those that
contribute to achieving our ROE target.

For FY2025, we identified the field expected to deliver sig-
nificant future value to our company and compiled a list of po-
tential acquisition candidates within each field. For FY2026,
we are developing post-integration value creation scenarios
for each candidate company while advancing approaches for
acquisitions and alliances.
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Advancing balance sheet management for capital efficiency

Please explain the measures being taken to advance

balance sheet management.
Through the cash management system introduced in March
2024, we have made progress in streamlining fund transfers
within domestic group companies and reducing fund levels,
achieving certain results. We will continue to work on review-
ing fund levels going forward. To improve the cash conversion
cycle, we are exploring various measures, including the mon-

etization of accounts receivable. Furthermore, we have set a
target to reduce cross-shareholdings by more than 15% from
the balance as of the end of March 2024.

Regarding capital expenditure in business divisions, while
we have established target standards for investment returns,
we make investment decisions after thorough discussions on
a case-by-case basis to ensure we do not miss opportunities
for challenge by being overly constrained by these standards.

Increasing the total payout ratio to strengthen shareholder returns

Please explain the background and details of

strengthening shareholder returns.

Under the previous medium-term management plan, we main-
tained a payout ratio of 20-30% or more and exceeded that
level from the second year of the plan onwards. In considering
cash allocation for the current medium-term management plan,
we adopted a policy of increasing the total payout ratio—com-
bining dividends and share buybacks—to enhance sharehold-
er returns, while prioritizing funding for growth investments.

At the start of the current medium-term management plan,
the policy stated: “A total payout ratio of 40-50% or an ordi-
nary dividend with a minimum annual dividend per share of 100
yen,” and “A special dividend of 30 yen per share for each of
the four periods from FY2024 to FY2027, in conjunction with
the recognition of gains from the sale of the site of our former
Kawaguchi Production Plant.”

However, considering that the results for the first year of the
current medium-term management plan exceeded our projec-
tions, and aiming for sustainable growth and further enhance-
ment of shareholder value, we revised the total payout ratio
target. We changed it to “an average total payout ratio of 50%
or more over the three-year period from FY2025 to FY2027,
while maintaining an annual dividend of at least 100 yen per
share.” Specifically, the dividend payout ratio (excluding special
dividends) will be 40% or more, while share buybacks will be
conducted flexibly, considering market conditions. Based on
this policy, the annual dividend per share for FY2025 will be
156 yen, an increase of 46 yen from the previous fiscal year,
and the annual dividend per share for FY2026 is projected to
be 174 yen.

To become an excellent company in the field of functional materials,

we clearly present the value we create

Please share a message for your shareholders and

investors.
As a B-to-B chemical manufacturer, our end products are often
invisible, and our products themselves can be difficult to under-
stand even when we explain them. Based on feedback from in-
vestors, we changed our approach starting with previous me-
dium-term management plan to explain using end products.
This allows us to clearly show where our products are used
and how they benefit society. For example, we now clearly ex-
plain that for liquid crystal displays, we handle color materials
used in color filters and provide UV (ultraviolet) coating agents
that impart functions like anti-reflection to the display surface.
For cosmetic containers, we supply UV absorber materials that
prevent degradation of the contents caused by UV. For auto-
motive applications, we develop and sell wire insulation and
connector components that meet the evolving needs of CASE.
We intend to continue providing clear and understandable in-
formation going forward.

Please look forward to our ongoing transformation as we
strive toward where we want to be in 10 years: “Become an
excellent company in the field of functional materials.”
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Special Feature 1

Pioneering New Business Domains
Toward Establishing the “Fourth Pillar”

Advanced Polymers Division, R&D Sales Department

Role of the R&D Sales Department

To realize the OUTCOME goals of “Living in harmony with the environment” and “Developing together with society” set
by the Group, the Advanced Polymers Division R&D Sales Department is working to develop new businesses, including
the information/electronics field as the “Fourth Pillar,” in addition to our established strengths in the automotive, apparel,

and industrial materials fields.

Advanced Polymers Division “Fourth Pillar”

©® Next-generation electric automobile related

products
® Products for lightweighting and
multifunctionality of electronics

® Gas barrier materials

In advancing new business development,
the role of our R&D Sales Department is to
drive co-creation with customers, sales,
and technology. By integrating sales and
technology to extract customer needs
and having the technical department de-
velop solutions, we have built long-term
partnerships with our customers.

We believe the strengths of the Ad-
vanced Polymers Division lie in its
long-standing track record and adapt-
ability based on Polymer Synthesis Tech-
nology, along with its customer respon-
siveness.

Living in harmony

with the environment

Developing together

with society

Our Polymer synthesis technology is
characterized by the ability to “create
things from scratch.”

We can synthesize urethane-based,
acrylic-based, and imide-based resins,
and we believe the scope for market de-
velopment is limitless. Even for extremely
detailed customer specifications that oth-
er companies, especially large corpora-
tions, cannot meet, our sales, technical,
and manufacturing departments work
together as one. By crafting the optimal
product for the customer, we secure their
adoption.

Sakura Technology Innovation Center (STIC):
A Hub for “Collaborative Creation” with Internal and External Partners
The Sakura Production Plant, UKIMA CHEMICALS & COLOR MFG. CO., LTD., part of the Dainichiseika Group and the

base for technology development and production in the Advanced Polymers Division, houses a technology development
facility called STIC. STIC serves as a space for co-creating innovation through communication with both internal and

external stakeholders, forming “the core” of R&D sales activities.
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STIC Exterior

OUTCOME

Decarbonization
Circular Economy

Solving food loss
Realizing a comfortable IT society

D

"\

L

Mr. K
Senior Manager R&D Sales Department

Gt |

In STIC's open communication space, daily
exchanges of ideas between sales personnel
and engineers take place.
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Focus Products

® Highly heat-resistant polyurethane adhesives

To meet the demands of multifunctional combines high heat resistance, flexibility,
devices like smartphones, we are de- and durability.

veloping polyurethane resins with supe- *1: Functional groups refer to the specific atomic groups or
rior heat resistance and flexibility. While actions. e 10 crganto.competnds. B synihesiing
conventional polyurethane resins boast oo 10 aure, a1 Using tnem n comonation wih 6poxy
strong adhesive strength and ﬂe><|b|||ty as resins, flexibility is achieved while maintaining the inherent
their strengths, their low heat resistance

has been a weakness. To improve this

heat resistance, we introduced function-
al groups*' with different reactivity from
conventional polyurethane resins. Lever-
aging our proprietary polyurethane resins
design expertise, we successfully com-
mercialized a polyurethane adhesive that

properties of epoxy, such as heat resistance.

Examples of
Use in Printed Circuit Boards Requiring Flexibility

Conventional
product

Cracking occurs

Our developed
product

-

Li

Does not crack
when bent

\Z\JJ

® Gas barrier coating materials

Globally, awareness of the circular economy —including packaging material recycling—is
growing. As a member of the supply chain, co-creating value with our customers is
critically important.

In response to this trend, the Group has developed and provides a coating agent
utilizing hydroxy polyurethane (HPU). This product contributes to packaging material mo-
no-materialization and food loss countermeasures by offering both gas barrier properties
and adhesion.

Conventional barrier coated paper HPU W coated paper
Process reduction by

eliminating the heat
seal layer elimination

barrier layer heat seal layer

We produce cyclic carbonates, the raw material for hydroxy polyurethane (HPU), by adding CO2 to epoxy.

. O (¢]
Diamine 1 1
W O-Ri -0~ \W el ?/\/\o-m—O/\/\(’) o - Fo- NHs C. /Y\ LRi_ /Y\ /C\ LRe
o) O Catalyst ,C -0 o - C\ [e) (0] [e] fo) N N
o o OH OH H H |n
Epoxy Cyclic carbonate Hydroxyl groups on the side ——t————————

chain imparting functionality Hydroxy polyurethane (HPU)

Our proprietary manufacturing technology reduces
environmental and human health impacts while
achieving streamlining

While phosgene, a highly toxic substance, was previously used to synthesize cyclic car-
bonates by adding CO:2 to epoxy, the Group has developed a manufacturing method
using a proprietary catalyst and supercritical CO2. This approach reduces environmental
and human health impacts compared to conventional synthesis methods while signifi-
cantly shortening the synthesis process.

This synthesis technology is the world’s first to be selected for funding by the New En-
ergy and Industrial Technology Development Organization (NEDO). It is expected to lead
to high cost competitiveness during the commercialization phase of cyclic carbonates.

‘ Overcoming Challenges with the World’s First “Supercritical CO, Technology” ‘

Fixed catalyst Supercr\tlcaJ CO2

Epoxy . .. Cyclic Mr. H
compounds } /\/N } carbonate Senior Manager
. . CY ) . compounds Technical R&D

Department
Advanced Polymers

“No refining process required -Solvent-free -Zero waste
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Special Feature 2

Yuji Arashima

Executive Officer,

General Manager of Business Development Division,
R&D Structure

Materials with diverse New
combinations

functionalities

Structural Reform of the R&D Structure—
Business Development Division

Creating new businesses together with customers through special-
ized formulation and dispersion processing technology, and con-
tributing to building a prosperous and secure future

Arashima: The Group is shifting focus from
our traditional colorants-based business to
the functional materials field, targeting di-
verse markets.

By connecting our customers’ aspirations
with Dainichiseika’s technologies, we can
create new value.

We fuse our versatile formulation and dis-
persion processing technologies —cultivated
over decades—with materials possessing
various functions. We propose new value,
connect it to societal implementation, and cre-
ate new markets together with our customers.

Cultivated
technology and
expertise

Proposing new value, creating new markets with our customers

Mr. D: Carbon nanotubes (hereafter CNTs)
represent the business we are currently fo-
cusing on. CNT is a material possessing
various functions that can contribute to so-
ciety, such as thermal conductivity, electri-
cal conductivity, dielectric properties, and
fiber reinforcement. We are working to fuse
the functions of this CNT with our special-
ized formulation and dispersion processing
technology to achieve its implementation in
society.

Specifically, dispersing CNTs within resins
and then molding them allows us to impart
functions like thermal conductivity and elec-
trical conductivity to various components.
Furthermore, dispersing CNTs in liquid paint
can impart thermal conductivity, electrical
conductivity, and other functionalities to the
paint. These CNT resin dispersions and CNT
dispersions can contribute to solving soci-

- Automotive components -

Autonomous
driving and
EV transition

l

Conductive and
thermally
conductive

K X

Miniaturization Energy-saving

(high performance)
- Semiconductor - Electronic device
components - components -

— Please tell us about the strategy for the newly established Businesss
Development Division in the R&D Structure

What | envision as “creation” and “innova-
tion” is less about creating something entirely
new from scratch and more about forming
“new combinations” by linking the respective
strengths of our company and our custom-
ers. This concept extends beyond pairing
entirely new things; it also involves creating
unprecedented new combinations between
things already existing in the world. By doing
SO, We can generate new value that can be
widely adopted and utilized throughout so-
ciety.

Not only our company, but also material
manufacturers and our customers alike, are
aiming for “manufacturing” that offers higher
added value and contributes to the future.
We intend to continue providing the “tech-
nology” for manufacturing to such manu-
facturers through technical workshops and
similar initiatives.

Mr. S

Advanced Dispersion Technology Department II
Business Development Division

R&D Structure

Strategy & Technology

—Please introduce the Group'’s strengths and customer evaluations

Mr. S: The Group possesses a competitive
advantage in specialized formulation and dis-
persion processing technology.

Carbon nanotubes (CNTs) are fibrous
in nature and possess characteristics that
make them more difficult to disperse com-
pared to granular materials like carbon black.
Conventional dispersion methods risk break-
ing the CNT fibers, creating tangled clumps,
or causing the loss of CNTs’ inherent func-
tionality.

The Group employs specialized process-
ing methods (resin dispersion) and pro-
prietary dispersants (liquid dispersion) to
achieve uniform dispersion while preserving
the CNTs’ fibrous structure. This technology
is patented by the Group. This uniform dis-
persion technology enables sufficient func-

Dispersion State of CNTs in Media

General dispersion ] Specialized dispersion
processing processing

—Please explain future developments

Mr. D: Currently, dispersing CNTs into resins
enables their adoption as components for
electronic devices and semiconductors, as
well as for autonomous driving in automo-
biles. This contributes to energy-saving and
enriching daily life. While full-scale mass pro-
duction using CNTs began with dispersion
into these resins, we believe there is potential
to expand into various other applications, in-
cluding dispersion into liquids.

We, the Business Development Division,
will further advance technology development
to enable all divisions within the Group to
handle CNT-based businesses.

Regarding dispersion into liquids, we have
reached the stage where we can supply sam-
ples by utilizing existing production facilities.
Going forward, we will focus our efforts on

goal is to establish a system where, when
customers launch new projects, they say,

Functional Dispersion Development Group

tionality even with lower CNT addition levels,
improves product flowability, and facilitates
customer processing.

Mr. D: While CNTs raise concerns about
potential health risks to humans, the Group
possesses extensive expertise in handling
various powders with consideration for oc-
cupational health and safety. We evaluate
the risks to workers and the environment
and have established a handling system that
ensures sufficient safety.

We believe these strengths in specialized
formulation and dispersion processing tech-
nology and occupational health and safety
are highly valued by our customers and are
key factors in their active selection of our
products.

Experiment using CNT dispersion

“We want to partner with Dainichiseika to do
this work.”

etal and environmental challenges across a Mr. D
wide range of industries, including enhanc-
ing the efficiency and energy-saving of semi-
conductors and electronic components.

communicating and showcasing the Group’s
technology externally through exhibitions,
catalogs, websites, and other means. Our

Advanced Dispersion Technology Department I
Business Development Division
R&D Structure
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Special Feature 3

sustainable growth

—Why do you believe an HR
strategy is necessary?

Aoba: Looking at the current state of the
Japanese economy, using data from the
OECD and other sources, one notable point
is “the distinct lack of motivation” among
Japanese people compared to other nations.

Amidst a rapidly changing market envi-
ronment, we believe people are the most
important management asset for the Group
to achieve sustainable growth.

Motivation is key to unlocking people’s
drive. Creating an atmosphere and work-
place environment where young people
especially feel “| want to work for this com-
pany” is the mission of our HR Strategy
Structure. We are committed to implement-
ing various initiatives to achieve this.

We recognize that we are now in an era
where employees choose the companies
they want to work for. We must become
a company actively chosen by employees
and job seekers. However, our goal is not
merely to become a “employee-friendly
company” known for being easy to work
for, but to become a platinum company that
achieves both “ease of work” and “job sat-
isfaction.”

—What is needed to
enhance job satisfaction?

Aoba: First, | believe it's about making em-
ployees feel their work and their organiza-
tion’s role are interesting and rewarding.
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Toward a new personnel system
where innovation flourishes to achieve

Masahiko Aoba
Representative Executive Director
Head of HR Strategy Structure

Reflecting on our previous medium-term
management plan, one shortcoming was
insufficient explanation of management pol-
icies to employees. We set goals, but | feel
“they lacked soul.”

Therefore, it is essential that frontline em-
ployees understand the Group’s manage-
ment goals and the thinking of senior man-
agement. We must break down company
goals into organizational goals, then further
into individual goals, ultimately making them
feel like “their own responsibility.”

Furthermore, appropriately evaluating the
results of that work is crucial for employees
to feel a sense of fulfillment. To realize this
approach, we have reformed our personnel
system and launched the new system start-
ing this April.

—What specific initiatives are yo
considering?

Aoba: To ensure our management policies
permeate throughout the entire workforce,
we hold roundtable discussions with Direc-
tors at each base. Rather than unilaterally
communicating goals and policies, we fos-

HR Strategy: Reforming Personnel System

ter mutual understanding and shared ex-
pectations through dialogue between man-
agement and frontline employees.

| firmly believe people are crucial
for the company’s future growth. Creating
systems where individuals feel motivated
to “thrive” and “take on challenges,” and
establishing mechanisms to recognize the
results of those efforts, form the core pillars
of our new HR strategy.

The new personnel system incorporates
mechanisms to encourage and recognize
challenges, sets clear job descriptions de-
fining expected roles by position level, and
implements a framework to align perspec-
tives when evaluating performance.

Central to this new personnel system is
the new personnel evaluation system. For
certain job types, the concept of “chal-
lenge” may not resonate immediately. To
enhance fairness and acceptance of per-
sonnel evaluations for employees in these
roles, we revised evaluation criteria and
introduced a new assessment axis called
“Behavioral Evaluation.” By evaluating not
only “performance” (results) but also “be-

havior” (potential aspects like ability, knowl-
edge, and values), we expect to achieve a
more equitable and convincing personnel
evaluation system.

Furthermore, by linking these appraisal
results to compensation, we believe this
will create a system where “hard work is
rewarded.”

We expect that these initiatives will make
us a more attractive company, leading to
improved employee engagement and pro-
mote the development of human assets,
ultimately achieving a corporate culture in
which innovation can flourish.

—What are the challenges in
advancing HR strategy?

Aoba: We believe it will take time for HR
strategy to permeate and ultimately achieve
our goal of “Fostering a corporate culture full
of vitality in which innovation can flourish.”
To prevent this system from becoming a
mere formality without substance, continu-
ous follow-up and verification of effective-
ness through the PDCA cycle are essential.
One measure of this effectiveness is

Strategy & Technology

Ms. Y

Personnel &
General Affairs Division

the engagement score. Our current medi-
um-term management plan sets a high tar-
get of 59 points for FY2027, representing a
3-point increase from FY2024.

The key to the new personnel sys-
tem lies in the role of managers. Their re-
sponsibilities are heavier than under the pre-
vious system: communicating dialogue with
senior management to their departments,
aligning individual goals with corporate ob-
jectives to drive motivation, and ensuring
proper implementation of the new person-
nel evaluation system.

To support this, we are considering plans
to add training specifically for managers.
The Personnel Department also aims to
provide opportunities for managers to ac-
quire the knowledge and skills needed to
deliver results through effective organiza-
tional management.

—What do you expect from peop!
you want to hire going forward?

Aoba: We believe our role is to create an
environment where people who understand

the Dainichiseika Group and have a clear
purpose for how they want to contribute
can join us and fully unleash their abilities.

In our recruitment activities, we seek
individuals who can “pave the way to the
future and think and act independently.”

As a company, we believe achieving our
current medium-term management plan
and our ultimate goal of becoming an ex-
cellent company in the field of functional
materials requires proactive drive and initia-
tive. We want those joining our company to
break free from existing concepts, embrace
challenges without fear of failure, and trans-
form those experiences into growth.

—How do you envision
developing our current
employees?

| feel the Group’s employees are a
highly specialized group of professionals.
To leverage their current expertise and
further develop it, | believe we need to in-
tegrate know-how and gain multifaceted
perspectives and experiences. To achieve
this, | think it's necessary for employees to
experience other departments. | believe that
transfers and internal assignments will intro-
duce new perspectives and values, leading
to innovation. Therefore, within the new per-
sonnel system, establishing a career path
system is a key priority, and we are continu-
ing to explore this.

Especially for our younger employees,
we want to build a system where they can
proactively take on challenges, overcome
obstacles, and gain tangible experience of
their own growth through these successes.
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We aim to contribute to the creation of a sustainable society by linking and
integrating our three core technologies to target four developing markets

Technologies and R&D Behind Our Products

In order to propose solutions to the issues faced by the four developing markets, we will further promote links and integration
across organizational boundaries, making use of the Group’s three core technologies, with the aim of creating new products and
achieving early commercialization.

m Challenges and changes in creating a sustainable society

The Group has returned to the basics of creating new value and contributing to society for our sustain-
able growth and is actively pursuing R&D activities to become a chemical manufacturer that co-cre-
ates new value with its customers and creates a comfortable and sustainable society by strengthening
its business foundation to respond quickly to the changing economic environment. In order to embody
the missions of our current medium-term management plan, “Leverage our technological capabilities
in niche markets so we can continue contributing to society” and “Work on finding solutions and cre- Taiyo Aoyagi

Secure a competitive advantage through technology initiatives
— R&D Structure’s Overall Strategy: Target Domains —

New development markets

Functional Materials for IT and Electronics Life Science & Personal Care

and products originating from the R&D Structure.

ate new value for a sustainable society,” we have been working on “Secure a competitive advantage
through technology initiatives” since the previous medium-term management plan. Structure

To achieve this, the R&D Structure underwent a reorganization in April 2025. Its mission is clear: to
strengthen development capabilities for next-generation materials and products through open innovation and similar initia-
tives, and to rapidly create new businesses. This reorganization also involved revising existing R&D themes, shifting from a
structure organized by technology to one organized by development stage. For product development, it created an organi-
zation integrated with the technology departments in the Business Structure.

Under our current medium-term management plan, we are working toward the goal of increasing sales of new technol-
ogy-driven products by 2.6 billion yen by FY2027 compared to FY2024. Progress is generally on track for FY2025, but we
recognize that the changing economic environment means we cannot afford to be complacent.

The mission of this reorganization is challenges and changes to achieve new products and new businesses. The R&D
Structure will unite to achieve the goals of the current medium-term management plan by rapidly commercializing materials

Director, Head of R&D

Three core technologies

Our technologies began with the synthesis of high-quality, highly functional pigments and evolved to the stable dispersion
of pigments in various materials to improve their coloring and functionality. In addition, they evolved to the acquisition of the
technology to synthesize the synthetic resins themselves that form the base of such dispersions. We will continue to meet our

customers’ needs by linking and integrating these three technologies.

Pigment Synthesis and Surface Treatment Technology

@ Realize a comfortable IT and electronics-driv-
en society by combining material development
with formulation and dispersion processing
technology

@ Enrich people’s lives through products that
pave the way to next-generation communica-
tions infrastructure (Beyond 5G/6G)

@ Contribute to a sustainable society by solving
material challenges such as energy man-
agement accompanying miniaturization and
increased functionality

Specific examples

Rechargeable battery materials, conductive
materials, heat management materials,
functional polymers,

and high-value-added pigments and dispersions

@ Provide high-value-added products
derived from natural sources

@ Contribute to a sustainable society with
safe and secure products

Specific examples

Biodegradable microparticles and
naturally-derived cosmetic raw materials

Ongoing development markets

Mobility
@ Create comfortable interior spaces with
high-performance products

@ Contribute to a sustainable society with
materials geared to CASE and other changes

Specific examples

Urethane/acrylic/silicone polymers,
lightweight, high-strength resin compounds, and
decorating films

Environmentally Friendly Packaging

@ Provide completely solvent-free,
environmentally friendly inks

® Provide gas barrier materials made from
CO,

@ Contribute to a sustainable society
through new customer value

Specific examples

Water-based flexo inks,

gas barrier coating materials,
environmentally friendly adhesives,
and high-durability inks

Pigment synthesis is a technical field that leverages knowledge of chemical substances, color develop-
ment theory based on chemical bonding, and physical chemistry and interfacial chemistry. Beyond syn- h
thesis, we possess technology to chemically treat pigment surfaces, imparting new functions—such 3 ' ' | l ! Wdﬂ

Joint research and new technology creation through open innovation

The Group is promoting exchanges and joint research with uni-
versities, research institutions, and companies both in Japan and

as pigments for color filters in liquid crystal panels. Functional material technologies, including heat and

- e external collaborations, including participation in various consor-
wavelength control, also originate from this field.
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Formulation and Dispersion Processing Technology

Achieving uniform and stable dispersion of pigments that are insoluble in water or oil within target ma-
terials requires extensive know-how. QOur broad range of formulation and dispersion processing tech-
nology, adaptable to various materials, enables the imparting of functionalities beyond coloring, such as 1
conductivity, flame retardancy, and strength. We have also established stable dispersion technology for  gesore dispersion  After dispersion
fibrous fillers, which are notoriously difficult to disperse uniformly.

i
i

Polymer Synthesis Technology

We possess polymer resin design and synthesis technologies that leverage our deep understanding of raw ma-
terials—including polyurethane resins, imide resins, acrylic resins, and naturally-derived functional polymers—to
achieve target performance. Utilizing this expertise, our integrated production capability from raw materials to
final products enables us to deliver high-value-added products precisely tailored to customer needs.

Intellectual property strategy

Intellectual property (hereinafter referred to as IP) is essential for pro-
tecting the rights of existing products and ensuring the competitive-
ness of newly developed products. We are promoting an increase in
the number of applications as a common goal across all technical de-
partments. Specifically, we aim to achieve efficient patent acquisition
by implementing the following measures:

Integrated Report 2025

(1) Establishing systems to encourage proactive filing, such as
stationing IP staff members within technical departments

(2) Training and deploying IP staff members with specialized
expertise in each technical field

(3) Enhancing budgets for overseas filings necessary for overseas
business strategies

(4) Strengthening IP education through the employment of patent
attorneys

(5) Improving information gathering capabilities through measures
like introducing Al-powered patent search systems

overseas. We are imagining future issues and working to intro-
duce new technologies for their resolution, while also integrating
and developing our own technologies with a focus on electronic
materials and biomass materials. We are also actively involved in

tiums, and are collecting information on evaluation methods and
other topics for new development markets.

In recent years, we have used trade shows to promote prod-
uct development based on feedback from visitors representing
different fields and new markets.

IT and electronics: Product examples using functional materials

©® Modified imide resin with low-boiling-point solvent-soluble
Demand is growing for adhesives used in semiconductor pack-
ages and automotive motor peripheral components to provide
functional properties such as long-term heat resistance, ad-
hesion, and low dielectric characteristics. We have developed
products that solve these challenges using our proprietary
technology and are strengthening our customer proposals.

©® Thermally conductive inorganic powder
(Dipyroxide#7300 Series)

As electronic devices become
more sophisticated, there is a
growing need for thermal man-
agement of components. We are
advancing customer proposals
for thermally conductive mate-
rials that offer excellent perfor-
mance balance, including insulation and water resistance,
while also reducing wear between fillers and molding equip-
ment during resin molding. :

The employment information page of our corporate website
@ includes project stories from our research and development
team. (Japanese only)
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Segment Information & Strategy

Color & Functional Products

Main applications
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— Pigments and Secondary Pigment Processed Products —

Business description

This segment is engaged in the manufacture and sale of pigmented colorants for textiles*', colorants for plastics,
resin compounds*?, pigment dispersions, and functional materials, with a focus on pigments and secondary

processed products of pigments.

Achievements in Color & Functional Products

Net sales (biliions of yen)

Operating profit (illions of yen)

Inorganic and organic pigments*?
are used in a wide range of applica-
tions, including paints, printing inks,
and for displaying and recording
information, as well as for imparting
functionality such as heat dissipa-
tion and infrared reflection

Colorants for information display
and recording materials, mass colo-
rants for synthetic fibers*, pigment

Main products

® General-purpose pigments
® Pigments for color filters

® Pigments for inkjet printers
® Pigments for toners

® Cellulose powder

® Thermally conductive inorganic
powder

Color filters for LCD panels

Main products

® Colorants and functional material
master batches for thermoplastic
resins

» Mass colorants for synthetic fibers

Inks for inkjet printers

Main applications
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a1 W Review of FY2025
Color & Functional Products SWOT analysis The transportation equipment industry experienced sluggish per- pact of market shifts triggered by model changes. Overseas, while
) formance due to reduced production volumes following automaker sales of products for use in home appliance and office automation
Advantage Disadvantage production halts and weak sales of Japanese automobiles in China, applications were sluggish in China, we gained market share from
though it gradually recovered in the latter half of the fiscal year. Over- the shift to Southeast Asia due to China risk, translating into results.
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S accumulated through consistent experience in W high market share seas, the launch of hew initiatives in Thailand contributed positively. For the industrial materials industry, colorants for textile applica-
e E:grr::ﬁr?; ?ggdr%sig;) Z)r/snighnersalrso' ngsr;?ﬁg treatment, weaknosses TG :Or:%fgsggcry due to high-mix low-volume For the information/electronics industry, display applications saw tions and power cable applications performed steadily.

©® A wide range of production facilities and
reliable production site capabilities

©® The provision of high-quality, stable products

@ Problem-solving and proposal-making
capabilities

©® Global network of production bases

uiblio [eusaiu|

©® Growing demand for automotive weight
reduction

© Demand for lighter weight due to the
electrification of automobiles and the progress

parts and electrical components
©® Expansion of the renewable energy industry

©® Growing focus on high added value
(functionality, quality, design)

® Rising demand for high quality overseas and
growing demand in high-growth countries

©® Faster communication speeds

©® Regulations on microplastics in cosmetics
@ Increase in digital printing methods

© Larger display sizes
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of CASE, and the expansion of demand for new

T

Threats

® Delay in updating equipment due to high
utilization rate

® Time lag before passing on price increases

® Decrease in publications, reducing plastic use
©® Move towards colorless products for recycling
©® CO; emissions regulations

® Rising raw material prices and distribution costs

©® Unforeseen circumstances (geopolitical risks,
business withdrawals, brand consolidations,
discontinued products, climate change,
equipment accidents, etc.) causing raw material
procurement instability

® Internal production

® Tightening of environmental regulations for
chemical substances

*1 Colorants: Since pigments are insoluble or poorly soluble in water or oil, dispersion technology that takes advantage of the characteristics of the pigment is required to
disperse them. Colorants are products born from this dispersion technology, and are synonymous with dispersions, processed pigments, and masterbatches.
*2 Resin compounds: A molding material in which additives such as pigments and reinforcing agents are mixed into plastic.

Integrated Report 2025

some new adoptions but sales remained sluggish due to the im-

Business strategy

In the pigment and colorant business for color filters and inkjet print-
ers, we expect to expand our colorant business by utilizing our own
dispersants and dispersing technology, and we are increasing the
capacity of our facilities. In the compound and colorant business,
we are expanding sales and increasing capacity, primarily in high-
GDP growth countries in Asia, to address the automotive CASE
trend. We will also expand sales of colorants for communication

cables, primarily overseas.

In the area of functional materials for sustainable products, we
will develop heat management materials and cellulose powder for
cosmetics into businesses with stable growth. For general-purpose
pigments and colorants, we are working to strengthen profitabili-
ty through brand consolidation aligned with demand and price in-
creases for unprofitable products.

Priority measures

® Capital expenditure to expand sales of functional materials
® Expansion of facilities for pigments for the information/elec-
tronics industry

® Sales expansion in the Asian region with a view to strength-
ening local production capacity

® Production rationalization through brand integration and up-
dating to the latest facilities

*3 Inorganic and organic pigments: Pigments, which are the source of color, can be divided into inorganic pigments made from inorganic substances such as metals, and

organic pigments made from organic substances.
*4 Mass colorants: A colorant that is added to the resin before it is spun.
*5 Printing agents: A material used when printing on cloth.
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Segment Information & Strategy

Polymer & Coating Materials

Main products Main applications
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*1 UV and EB curable coating agents: A coating agent that causes a chemical reaction using the energy of ultraviolet rays or electron beams, instantly changing the liquid into a solid.

This segment is primarily engaged in the manufacture and sale of synthetic resins and specialty coating agents,
including Polyurethane resins, naturally-derived functional polymers, and UV and EB curable coating agents*'.

— Synthetic Resins and Special Coating Agents —

Business description

suisal sueyjainAjod

Polyurethane resins and colorants
used in synthetic leather and mold-
ed products, special coating agents
and adhesives that impart function-
ality, and imide resins, which are
representative heat-resistant resins

® Polyurethane resins, surface
treatment agents, adhesives, and
colorants for synthetic and artificial
leather

® Adhesives for flexible packaging
materials and industrial materials

® Coating agents for thermal
recording, functional coating agents

© Paint additives

® Materials for various types of
molding (injection, extrusion,
calendaring, etc.)

Automotive interior materials

Main applications

-
Achievements in Polymer & Coating Materials = z Main products
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Polymer & Coating Materials SWOT analysis

S

Strengths

O

Opportunities

Advantage

© Problem-solving and proposal-making
capabilities based on accumulated resin design,
development and evaluation technologies

© Formulation and dispersion processing
technology that add value
(functionality and design)

©® Wide range of resin products

©® Product lineup of sustainable products derived
from water-based, solvent-free, biomass, and
CO: sources

© Progress in the electrification of automobiles
and CASE

® Increased demand for sustainable products

® Increased demand for high functionality and
high quality

©® The trend towards monomaterialism due to the
increased recycling of plastics

® Faster communication speeds and higher-
performance electronics

® Increased demand for design quality
® Increased demand for semiconductors

® Streamlining and sustainability in coating
processes

® Increased demand for adhesives

Integrated Report 2025

Disadvantage

© High utilization of production facilities
W © Insufficient testing and research facilities and

Weaknesses production facilities

© Progress in the elimination of plastic and the
use of recycled plastic

©® CO: emissions regulations

© Rising raw material prices and distribution costs

©® Raw material procurement concerns
(geopolitical risks, business withdrawals, brand
consolidation, discontinued products, climate
change, equipment accidents, etc.)

© Tightening of environmental regulations on
chemical substances

© Risks associated with switching to other
materials

Threats

ing agents used in the information
and electronics fields, the automo-
tive field, and the interior building
materials field, etc.
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® UV and EB curable coating agents

IT devices

Review of FY2025

Although sales of Polyurethane resins to the transportation equip-
ment industry were strong for North America, overall performance
was weak due to reduced production volumes by automakers and
sluggish sales. Sales to the apparel industry were strong in Japan
and China, particularly for outdoor wear applications as global in-

ventory excesses were resolved. Sales of coating agents to the in-
formation/electronics industry remained solid from the start of the
period, driven by LCD display applications. Sales for use in semi-
conductors were strong overall for the full year although inventory
adjustments began in the fourth quarter.

Business strategy

We will make use of our wide range of Polyurethane resins to ex-
pand sales both in Japan and overseas, targeting the transportation
equipment and apparel industries. In addition, against the backdrop
of growing awareness of the global environment, we will focus on
developing and selling sustainable products, such as water-based,
solvent-free and biomass products, as well as developing and sell-
ing heat-resistant high-performance resins for use in next-genera-

tion automobiles and electronic devices, which are becoming small-
er and more sophisticated. In the field of coating agents, we are
particularly strong in the development of original and customized
products based on our accumulated formulation and dispersion
processing technology, and we will continue to propose and pro-
vide products that meet customer needs, including UV adhesives.

Priority measures

® Develop new customers in North America

® Strengthen cooperation with overseas subsidiaries
(Taiwan, China, USA)

® Restructure production bases and increase capacity
(domestic/overseas)

® Focus on development and sales of decorating films
® Consider building a new production facility
(Bando Process Laboratory)

*2 Chitosan: A naturally occurring material found in the shell skins of arthropods and crustaceans such as crabs and shrimps. It is a substance obtained by alkali treatment of

polysaccharides whose chemical structure resembles cellulose.
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Segment Information & Strategy

Graphic & Printing Materials

— Inks for Packaging and Advertising & Publishing —
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Business description

This segment develops, manufactures, and sells of inks a wide range of gravure and flexo inks*! and offset inks*?
for various applications, with a focus on packaging and advertising publication inks.

Achievements in Graphic & Printing Materials

Net sales (biliions of yer)
S5k
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Operating profit (illions of yen)
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FY2024 FY2025 FY2026
result result plan

Graphic & Printing Materials SWOT analysis

Advantage

© A wide range of products that can be used with
S a variety of base materials
@ A production line that can handle a wide range
of products, from small lots to large batches

© Development capabilities for sustainable
products, such as the use of water-based
materials and biomass materials

© The ability to respond to new demand arising
from changes in industrial structure

@ The provision of high-quality, stable products

© The latest evaluation equipment and evaluation
technology

Strengths
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@ Increased demand for sustainable products

© The birth of new markets in response to
changes in the social environment

@ The trend towards monomaterialism due to the
increased recycling of plastics

© The trend towards replacing plastic with paper
as a base material

@ Increased interest in high-quality product
packaging
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Weaknesses

T

Threats

Disadvantage

® Inefficiency due to high-mix low-volume
production

® Time lag before passing on price increases

® Market contraction due to the move away from
plastic and food loss reduction

® CO; emissions regulations
® Rising raw material prices and distribution costs

©® Raw material procurement concerns
(geopolitical risks, business withdrawals, brand
consolidation, discontinued products, climate
change, equipment accidents, etc.)

® The trend toward plain food trays, etc.

® Decreasing demand for printing due to the
move towards paperless systems

® Tightening of environmental regulations on
chemical substances

*1 Gravure and flexo inks: Gravure inks, coating agents and water-based flexo printing inks that can be used to print on a wide range of materials.
*2 Offset inks: Offset printing inks and special inks used for paper media such as newspaper inserts, books, and packaging materials.

Integrated Report 2025

Strategy & Technology

Gravure printing inks, coating agents, Main products

L and water-based flexo printing inks .

§: that can all be used to print on a OGravure inks
5 variety of base materials, and offset ® Flexo inks

‘8' printing inks and special inks used ® Coating agents
% for paper media such as newspaper ® Offset inks

7] inserts, books, and packaging mate- ® Adhesives

rials

Main applications

100000 ODD

Environmentally friendly packaging

Beverage bottle labels

Paper packaging materials for Books and advertisements
daily necessities

Review of FY2025

Sales of gravure inks for the packaging industry remained robust
despite consumers holding off on purchases due to rising prices,
as inventory adjustments for flexible packaging applications were
completed. Inks for beverage packaging also performed well, driv-
en by weather factors such as intense heat and increased inbound
tourism. Sales of inks and coating agents for functional fims used in

smartphones and other information devices were also strong. The
building materials field performed well, driven by growing exports.
Overseas, sales volumes were weak due to competition with com-
petitors at our Indonesian subsidiary, but significant profit growth
was achieved through price increases and cost reduction activities
such as rationalization measures.

Business strategy

Cost reductions have progressed with the completion of the reloca-
tion from the former Kawaguchi Production Plant to the newly es-
tablished Bando Production Plant. We will continue to pursue pro-
duction rationalization utilizing the latest production equipment to
strengthen the fundamentals of our existing businesses. We will also
implement appropriate price revisions in response to the rising cost
of raw materials, while seeking the understanding of our customers.

We will expand sales of strategic products with high technological
superiority (label inks and water-based flexo inks), and develop new
businesses with a focus on the information and electronics, and in-
dustrial materials fields, where profitability improvement is expected.

At our overseas subsidiaries, we will monitor market trends to
determine the timing of capital expenditure in order to secure pro-
duction capacity in line with demand.

Priority measures

® Focus on products with high technological superiority (label
inks and water-based flexo inks)
® Create new markets
» Develop sales channels for new products using
exhibitions, etc.
» Enter new fields through collaboration with R&D Structure
and other divisions
» Focus on industrial materials and promote sales
expansion in target fields

® Implement rationalization measures
® Consider increasing capacity at overseas subsidiaries
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Our Approach to CSR and ESG

CSR and ESG Initiatives

CSR and ESG Materiality

(key issues)

The Group incorporated the philosophy that by contributing to our customers and society, and being sustained by society, we too

: . L . . i . . Materiality matrix
will develop alongside society into our business creed, which was established in 1968. To this day, management and all employees

@ Product development capabilities and new business promotion @ Environmental solutions

Materiality identification process
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proudly adhere to this creed as the foundation of our sustainable management. Building upon this business creed, we established the step [N ‘n”q’aen‘a‘;j;;gxt‘f;‘;:; ggﬁgi e BIOHIONS e ® Social solutions @ Governance solutions
“CSR and ESG Basic Policy” in 2022 to accelerate sustainable growth. As a chemical manufacturer, we have established a promotion g [ icentification [0ty SORETL, D ETemmen, el it A @ Product development
b <
system to address social issues throughout the entire product lifecycle and create value for business growth. _ % @ ® Stakeholder communication 23212'23;2?“ gz‘gn
STEP . We analyze risks and opportunities of the issues, 'g S ® Climate change
Priority understan_d _the extent of their impact and g_ @ Management of chemical substance countermeasures
2 assessment evaluate priorities from the perspectives of both Q ) vl Cesmemy Famaian
. . stakeholders and the Group’s business. 3
CSR and ESG BaS|C POIlcy (Established July 13, 2022) This CSR and ESG Basic Policy applies to the Group. 8 @ Sustainable raw @ Diversity & Inclusion ® Human capital investment
3 material procurement and human asset
SIEE Under the direction of the Representative o © Ensuring compliance development
T Director and President, we confirm the <) :
i « n ’ . 0 5 5 " " Validation : T vt x ® Occupational health and
Based on our corporate philosophy of “Have an interest in we will strive to maintain and strengthen relationships of 3 gz%gggﬁézgeﬁfeﬂ ;’lﬂra;:gggtgv to be prioritized at 2 Safetf improvement
people,” “Have an interest in something new,” and “Have trust with our stakeholders as a good corporate citizen with s
an interest in the future,” the Dainichiseika Group high ethical standards, not to mention respect for human 2 @ Pandemic and BCP measures @ Preserving biodiversity
recognizes that contributing to the realization of a rights and compliance with laws, regulations, and social S8 Formulation  We develop targets and measures to achieve Lo maionlecivisastics
sustainable society will lead to the creation of new value, norms, both within and outside of Japan. We will also strive BN (o o cach materiity. g
and aims for sustainable growth together with society by to enhance corporate value by building an appropriate High Very high

working to preserve the global environment and solve
social issues. In the development of our business activities,

governance system and promoting the growth and
success of each and every employee.

The following policies have been established as guidelines for promoting sustainability activities.

M Environmental Policy Il Quality Policy Il Purchasing Policy Bl Information Security Policy

M Health and Safety Policy Il Human Rights Policy Il Multi-stakeholder Policy
M Human Asset Development Policy Ml Internal Environment Development Policy ll Health Management Policy

@ Please refer to this website for the respective policies of the Group.  https://www.daicolor.co.jp/english/csr/policy/index.html

Promotion system

The Group has established an internal control system to ensure
the soundness and efficiency of our business activities and to
realize a sustainable society. Under the direction of Represen-
tative Director and President, the CSR/ESG Promotion Group
Headquarters formulates targets and measures for our sustain-
ability initiatives and assigns implementation activities to each
executive department. The status of activities at each executive
department is reported to the eight internal control committees,
which evaluate them from various perspectives. The evaluation
results are reported regularly to the Representative Director and
President and the Board of Directors by each committee, as
necessary, and are supervised and directed, and feedback is
provided to each committee and the executive department. In
addition, the Internal Audits Division independently audits the
activities of the executive department based on the reports
of the committees related to internal control and reports the
results to the Representative Director and President and the
Board of Directors. During FY2025, the Board of Directors met
a total of 13 times, of which 10 were for reporting and delib-
erating on sustainability. Furthermore, we have incorporated
performance evaluations of sustainability-related work into our
personnel evaluation system, and we are operating a system
that reflects these evaluations in employee salaries. In FY2025,
we set the evaluation weight for sustainability issues at 7.5%.
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[Executive Department] Business Structure, Business Promotion

Structure, R&D Structure, Plant Operation Structure, HR Strategy
Structure, and Group companies :

Importance to the Group

Description of the main materialities and related SDGs

Materiality

Product development capabilities
and new business promotion
(sustainable products)

Climate change
countermeasures
(Global Warming

Reason for selection, activity policy

Related SDGs

In order for society and the Group to achieve sustainable development, we will promote the
development of products that contribute to society through our business, while co-creating
value with our supply chain partners.

Recognizing that the impact of climate change on the global environment is a worldwide social
issue, we will actively work on business activities and product development aimed at realizing
a decarbonized society.

@ Please refer to P.45 for “Initiatives for TCFD Recommendations.”

E Countermeasures)

Circular economy
promotion

As a company that uses raw materials derived from limited fossil resources, we’re committed
to reducing the environmental impact of waste and establishing a Circular Economy that
safeguards against resource depletion.

Environmental

Preserving
biodiversity

We recognize that our lives are sustained by the benefits of natural capital, and we will work to
minimize the impact of our business activities on the ecosystem, while also striving to protect
and restore them.

Occupational
health and safety
improvement

Management of
chemical substances

We will work to minimize anticipated risks throughout the product lifecycle, including risks to
the environment and human health from raw materials handled by the Group and risks such as
fire in our operations.

Diversity & Inclusion

We aim for sustainable growth by fostering a workplace where all individuals associated with the
Group can thrive, through mutual respect for the diversity of our workforce and differing values.

Human capital
investment and
human asset
development

We are implementing personnel system reforms to enhance employee engagement and achieve
management goals by introducing an evaluation system that fosters a sense of satisfaction,
maximizing the potential of our human assets, and supporting employees’ self-directed growth
mindset.

Sustainable
raw materials
procurement

We will procure raw materials that take into consideration human rights, working conditions, the
natural environment, resource conservation, and compliance, and strive to remain a company
that is trusted by all stakeholders.

Stakeholder
communication

Recognizing the importance of co-creating value with our diverse stakeholders, including
shareholders, customers, employees, suppliers, creditors, and local communities, we will strive
for the sustainable development of the economy as a whole by appropriately distributing the
profits and achievements we generate to our stakeholders.

Ensuring compliance

To enhance trust from our stakeholders, we will go beyond mere legal compliance. We will
cultivate high ethical and moral standards and strive for self-disciplined actions.

G Information security

measures

To ensure the trust of our stakeholders and the stability of our business activities, we will work
to strengthen our defense and resilience against cyber-attacks which have been increasing in
recent years.

Governance

Pandemic and BCP
measures

We have formulated a business continuity plan (BCP) centered on core products that have a
significant economic impact, in anticipation of infectious diseases and large-scale disasters.
We have also been striving to improve our decision-making capabilities by establishing rules for
initial response and conducting regular drills.
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CSR and ESG Activity Evaluation and Targets for the Next Fiscal Year

Materiality

Climate change
countermeasures
(Global Warming
Countermeasures)

Circular economy
promotion

Preserving
biodiversity

Management of
chemical substances

Quality assurance

Occupational
health and safety
improvement

Diversity & Inclusion

Human capital
investment and
human asset
development

Sustainable raw
material procurement

Ensuring compliance

Information security
measures

Risk management
Pandemic and BCP

Stakeholder
communication

Main issues

Contribute to preventing global warming through our business.
® Reduction of CO2 emissions
® Risk countermeasures against natural disasters

Promote resource recycling mainly to prevent the depletion of fossil

resources and reduce environmental impact.

® Promote reduction and recycling of waste generated by business
activities

® Expand sales of products that contribute to resource recycling

Minimize the impact on ecosystems throughout the entire supply
chain and strive to protect and restore ecosystems.

® Reduce emissions of substances that pollute ecosystems and
ensure proper operation of pollution control equipment

® pPromote the development and sales of products that help prevent
ecosystem pollution

Strengthen chemical substance management systems to ensure
environmental protection and people’s healthy lives.

® Establish and maintain a chemical substance management system

® Strengthen management of hazardous chemical substances in
products

Contribute to people’s health through the manufacture and stable
supply of high-quality products.

® Establish a system for unified QMS operation
® Manage suppliers appropriately

Work on improvement of safety measures and safety awareness to
create a comfortable work environment and prevent accidents.

® Comply with laws and regulations related to occupational health
and safety

® Reduce the number of occupational accidents

Aim for sustainable growth by having employees with diverse

perspectives and values who have different knowledge, skills,

experience, abilities, and attributes play a role in management.

® Actively recruit women, foreign nationals, and mid-career hires and
promote employees who can make the most of their diversity

@ |ncrease the ratio of women, foreign nationals, and mid-career
hires in managerial positions toward management that makes the
most of diversity

Aim to improve engagement in order to maximize the abilities of
human assets and achieve management strategies and goals.
® Improve motivation to contribute to the organization

® Improve job satisfaction

® Evaluation system that provides a sense of satisfaction

Procure raw materials that take into account human rights, working
conditions, the natural environment, resource conservation and
compliance, and continue to be a company that is trusted by all
stakeholders.

Comply with not only relevant laws, regulations, and ordinances, but
also internal rules and codes of ethics, and strive to act in a fair and
transparent manner.

® Compliance awareness and education

Prevent harm and improve operational efficiency in the digital society
® Strengthen defense and resilience against cyber attacks
® Promote digitalization to enhance operational efficiency

Identify risks that require management action and take measures to
avoid risks and reduce their impact.

® Periodically assess risks and respond to major risks
® Formulate business continuity plan (BCP)

Activities aimed at coexistence with shareholders, customers,
employees, suppliers, and neighboring communities.
® Actively participate in community contribution activities

FY2025: Main activity plans and targets

® Promote development and sales of sustainable products

® Reduce CO: emissions associated with energy consumption.
Target: CO2 emissions (Scope 1 + Scope 2)
Reduce by 31% compared to FY2020 by FY2027

® Implement continuous, planned energy-saving measures

® Promote waste plastic and waste solvent recycling
Target: Medium-term target for domestic waste plastic recycling
rate
Improve by 3 percentage points compared to the average of the
previous three-year period by FY2027

® Promote product development that contributes to plastic resource
recycling

® Promote efficient use of water resources (domestic)
® Reduce the ecological impact of potentially harmful chemicals.
® Actively participate in local ecosystem conservation activities.

® Promote the introduction of a new chemical substance
management system

@ Strengthen management of hazardous chemical substances in
products

- Implement measures in response to revisions to the Order for
Enforcement of Industrial Safety and Health Act

+ Implement internal audits on management of environment-
related substances to be controlled

® Implement employee training on chemical substance management

® Operate the company-wide QMS
+ Conducted mutual internal audits
- Conduct audits of external providers
® Work to reduce complaints and claims and prevent recurrence.

® Conduct quality-related training to develop human assets with the
necessary competencies for product compliance

® Disseminate the causes and countermeasures of past
occupational accidents company-wide to further reduce their
occurrence.

@ Reflect the results of past occupational accident cause analysis
in health and safety training content to enhance training
effectiveness.

® Provide guidance to enhance the effectiveness of risk assessments
at manufacturing bases

Develop the following action plans and targets to create a work
environment where personnel can work for a long time regardless of
gender.

® Ratio of female new graduate hires: 30% or more
Create an environment that enables the placement of women in
manufacturing workplaces

® Paid leave uptake: 70% or more
Survey the current situation and make efforts to promote uptake
of paid leave

® Management ratio of women, foreign nationals, and mid-career
hires: Improve by 6 percentage points by FY2031 (compared to
FY2021)

® Establish the HR Strategy Structure to promote human capital
investment and human asset development.
Undertake personnel system reforms aimed at improving
employee engagement

® Establish CSR Procurement Guidelines for supplier selection
criteria covering CSR aspects such as human rights, working
conditions, compliance, and environmental conservation.
Select suppliers and procured items based on fair and impartial
evaluation.

® Conduct a CSR Questionnaire Survey with suppliers to understand
their actual practices.

Comply with laws, regulations, ordinances, internal rules, code of
ethics, etc., and strive to act in a fair and transparent manner

® |mplement compliance training
® |mplement compliance audits
® Compliance awareness and education

Prevent harm and improve operational efficiency in the digital society
® Improve information security infrastructure

® Improve incident countermeasures

® Improve security measures in line with DX promotion

Take measures to avoid management risks and reduce their impact,
while promoting the transformation into a resilient company.

® Engage in Group-wide risk management
® Review and implement business continuity measures

Continue to engage in activities that contribute to harmonious
coexistence with the local community.

® Actively participate in local greening and beautification activities

Corresponding SDGs
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FY2025: Key activity results

® pPromote development and sales of sustainable products
Result: 0.5 billion yen increase in sales

® CO: emissions associated with energy consumption
Result: 53% reduction compared to FY2020

® Energy-saving measure implementation rate: 184%

® Promote waste plastic and waste solvent recycling
Result: Domestic waste plastic recycling rate (domestic)
7-point improvement compared to FY2021

® Products that contribute to plastic resource recycling
Paper coating agents, film adhesives

® |ncreased water recycling in production processes

(] F’ro.pe.rly operated pollution control equipment to curb hazardous chemical
emissions

® Participated in neighborhood cleanup activities and ecosystem conservation
activities: 13 events

® Continued to work on the introduction of a new chemical substance
management system

® Action to strengthen management of hazardous chemical substances in
products

- Complied with revisions to the Industrial Safety and Health Act Enforcement
Order

+ Conducted a SDS sampling survey
® |mplemented employee training on chemical substance management 8 times

® Started operating the company-wide QMS
- Conducted mutual internal audits
- Conducted audits of suppliers

® Implemented verification of effectiveness for reducing complaints and claims
and preventing recurrence

® Conducted internal quality-related training

® Proposed improvement measures through company-wide health and safety
patrols, implemented company-wide horizontal deployment, and thoroughly
instilled safety awareness through on-site managers (foremen). However, the
number of occupational accidents (work-related injuries) remained unchanged.

® Guided the implementation of risk assessments at manufacturing bases and
increased their effectiveness.

® Female percentage of new graduates: 38% (domestic)

® Annual uptake of paid leave: 76% (domestic)

® Male percentage taking childcare leave: 73% (Parent company)

® pPromoted opportunities for women to be appointed to manufacturing and
sales positions, where there have traditionally been few female employees, and
improved the environment for them

® Implemented a personnel system featuring a highly transparent evaluation
system and fair promotion opportunities

® Explored new personnel systems aimed at foster a corporate culture full of
vitality in which innovation can flourish.

@ |ntroduced mechanisms to encourage and evaluate challenges through a
success-based incentive system and new personnel evaluation system.
Established job descriptions clarifying expected roles by position level and
implemented systems to evaluate performance.

® Implemented timely and appropriate selection of suppliers and procurement
items based on the “CSR Procurement Guidelines”

® Conducted a “CSR Questionnaire Survey” with suppliers, and received
responses from approximately 80% of them.

® Carried out compliance training for new employees, as well as those in their
third and fourth years at the company, with all participants having completed
the training
Additionally, carried out a compliance mini-test for all employees

® The results of an external survey on compliance showed that compliance
awareness was in a good state

Prevent harm and improve operational efficiency in the digital society
® Began drafting information security regulations
® Established a CSIRT to efficiently implement incident countermeasures

® Implemented employee education on information security measures
There were no major incidents in FY2025

® Conducted risk management under the direction of the Director in charge of
each organization, with two categories of risk: priority risk and ongoing risk

® Carried out evacuation drills in preparation for disasters at manufacturing
bases, Head Offices and branch offices

® Actively participated in local environmental beautification activities (Tokai
Production Plant, Tokyo Production Plant, UKIMA CHEMICALS & COLOR
MFG. CO., LTD. etc.)

® Expressed support for the realization of a “Zero Carbon City” promoted by
Iwata City, Shizuoka Prefecture
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Medium-term or FY2026 activity plan

® pPromote development and sales of sustainable products

® Reduce CO: emissions associated with energy consumption.
Target: CO2 emissions (Scope 1 + Scope 2)
Reduce by 31% compared to FY2020 by FY2027

® Implement continuous, planned energy-saving measures

® pPromote waste plastic and waste solvent recycling
Target: Medium-term target for domestic waste plastic recycling rate
Improve by at least 3 percentage points compared to the average of the previous three-year
period by FY2027

® Promote product development that contributes to plastic resource recycling

® Promote efficient use of water resources (domestic)
® Reduce the ecological impact of potentially harmful chemicals.
® Actively participate in local ecosystem conservation activities.

® Promote the introduction of a new chemical substance management system
® Strengthen management of hazardous chemical substances in products

- Implement measures to comply with the partial revision of the enforcement order of the Industrial
Safety and Health Act

« Implement internal audits on management of environment-related substances to be controlled
® Implement employee training on chemical substance management

® Operate the company-wide QMS
+ Conducted mutual internal audits
- Conduct audits of external providers
® Work to reduce complaints and claims and prevent recurrences.

® Conduct quality-related training to develop human assets with the necessary competencies for
product compliance

® Disseminate information on the causes and countermeasures for past occupational accidents
throughout the company, and further reduce the occurrence of occupational accidents

® Reflect the results of past occupational accident cause analysis in health and safety training
content to enhance training effectiveness.

® Provide guidance to enhance the effectiveness of risk assessments at manufacturing bases.

® Enhance VR experiential training to prevent unsafe behaviors.

Develop the following action plans and targets to create a work environment where personnel can
work for a long time regardless of gender.

® Female ratio among full-time employee: 23% or more
® Average monthly overtime hours for full-time employee: 7 hours or less
® Aim to achieve the following parental leave uptake and average days taken, set separately for men
and women
Women: Parental leave uptake: 100%, Average days taken: 300 days or more
Men: Parental leave uptake: 80%, Average days taken: 60 days or more
® Management ratio of women, foreign nationals, and mid-career hires:
Increase by 6 percentage points by FY2031 (compared to FY2021)

® | aunch new personnel system

® Design new training framework master plan

® Establish new career path system

® Engagement score: FY2024: 56.0 —FY2027: 59.0

® Continue to select suppliers and procurement items based on the “CSR Procurement Guidelines”

® Recognize the strengths and weaknesses of suppliers obtained from the “CSR Questionnaire
Survey,” and provide feedback on the survey results internally to contribute to co-creating value
with suppliers.

® Plan to conduct compliance training for new employees, as well as those in their third and fourth
years of employment

® Plan to conduct an internal compliance audit to check compliance status

® Review the content of compliance training based on the results of the compliance audit

Prevent harm and improve operational efficiency in the digital society
@ Strictly enforce and update internal information security rules in a timely manner
® Conduct training to confirm the effectiveness of CSIRT

® Promote the development of security measures and improve security measures in line with DX
promotion

Establish an effective risk management system that comprehensively and strategically identifies risks
and opportunities across the company and maximizes corporate value.

Consider BCP that assumes various risks, including not only natural disasters but also cyber
attacks.

Continue to engage in activities that contribute to harmonious coexistence with the local community.
® Actively participate in local greening and beautification activities
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Environmental Management

Promotion system
The environmental management of the Group is based on the
“Environmental Policy” and is implemented by the Environmen-
tal Management System (EMS) of each executive department
(manufacturing bases, Head Branches, and Branches) under
the direction of the Representative Director and President.
The activities of each executive department are managed
by the Environment Committee and regularly reported to the
Board of Directors for auditing and supervising, and the results

Environmental impact data

Energy consumption (crude oil equivalent)

W Domestic M Overseas

(thousand ke)
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*Scope 2 emission factors are calculated according to GHG Protocol Market-based method
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*Scope 2 emission factors are calculated according to GHG Protocol Location-based method

Specific energy consumption (¢/t) and production volume (thousand tons)
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Environment

are used for continuous improvement activities.
In FY2025, there were no penalties under environmental
laws and regulations, either in Japan or overseas.

@ Please refer to this website for our “Environmental Policy.”

https://www.daicolor.co.jp/english/csr/policy/index.html#no02

Waste recycling rate and final disposal volume

I Domestic final disposal volume M Overseas final disposal volume
-o- Domestic recycling rate -~ Overseas recycling rate
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GHG supply chain emissions
Scope 1-2-3 Domestic Breakdown for FY2025

GHG supply chain emissions are calculated in accordance
with the “Basic Guidelines on Accounting for Greenhouse Gas
Emissions Throughout the Supply Chain (ver. 2.6)” of the Min-
istry of the Environment and the Ministry of Economy, Trade
and Industry and the GHG Protocol Guidelines of the World
Resources Institute.

Supply chain emissions breakdown

Scope 2 calculation conditions: GHG Protocol Market-based method

Scopel :1.7%
Scope2 : 0.0%
Scope3-Category2 : 2.8%
Scope3-Category3 : 1.1%
Scope3-Category4 : 0.9%
Scope3-Category5 : 0.6%
Scope3-Category6 : 0.2%
Scope3-Category1 Scope3-Category7 : 0.1%
92.5% Scope3-Category8 : 0.0%

610,186
t-CO2

Scope 2 calculation conditions: GHG Protocol Location-based method

Scopel :1.6%

- Scope2 : 4.0%
Scope3-Category2 : 2.7%
635,758 ’ Scope3-Category3 : 1.0%
+co» Scope3-Category4 : 0.9%
Scope3-Category5 : 0.6%
Scope3-Category6 : 0.2%
Scope3-Category1 Scope3-Category7 : 0.1%
88.8% Scope3-Category8 : 0.0%

Material balance of business activities

INPUT

Total material input (domestic) *'

Total amount 141,417 t 145,916 t
Resins 70,408 t 67,650 t
Solvents 23,105t 23,996 t
Pigments 11,941t 11,616 t
Additives 35,963 t 42,654 t

Total energy consumption (domestic/overseas) (crude oil equivalent) *2
| Fvao4 [ Fams |
32,075k 32,131 k& (vs. the previous year 100%)
Domestic 20,835 ko 20,071 ke
Overseas 11,240 k@ 12,060 k@

Breakdown

Energy & fuel consumption (domestic/overseas) (crude oil equivalent) *2

T Fraoes

5,858 kg 5,129 k@ (vs. the previous year 88%)

Domestic 5,414 ko 4,773 k@
Breakdown
Overseas 444 k@ 355 ko
City gas 4,503 thousand Nm® 4,301 thousand Nm®
LPG 162t 157t
. Heavyoil A 15 k@ 14 k@
Domestic
Kerosene 23 ke 22 ko
Diesel oil 3ke 3ke
Gasoline 115 ke 111 ke
Naturalgas 278 thousand Nm® 269 thousand Nm?
LPG 18t 12t
Heavy oil A 0ke 0ke
Overseas
Kerosene 21 ke 20 ke
Diesel oil 29 ko 6 ke
Gasoline 55 ke 61ke

Energy & power consumption (domestic/overseas)
Power consumption includes solar power generation at our own bases

L FY2024 FY2025

106,778 thousand kWh
104,763 thousand kWh (vs. the previous year 102%)

Domestic 61,323 thousand kWh
Overseas 43,440 thousand kWh

60,827 thousand kWh
45,951 thousand kWh

Breakdown

Water consumption (domestic/overseas)

L FY2024 FY2025

2,471 thousand m? 2,725 thousand m®

(vs. the previous year 110%)
2,616 thousand m?
108 thousand m?

Domestic 2,364 thousand m®
Breakdown
Overseas 107 thousand m*

ESG investment amount

(environmental measures and pollution prevention; occupational health and
safety; diversity; legal compliance)

[ Fveo24 [ Fy2025 |

482 million yen 605 million yen

Office activities
FY2025
Office electricity 1,074 K kWh
Copy paper | Green procurement rate (non-consolidated only) 66 %
Gasoline 81ke
Vehicle fuel i k
Diesel oil 0.8 ke
*1 Estimated value (the top 80% of purchased raw materials by weight are surveyed *3 Continued
by item, and the remaining 20% are based on the ition ratio
of the top 80%)

CSR and ESG Initiatives

Production

activities

Research
activities

Sales and
marketing
activities

OUTPUT

Products (domestic/overseas own-plant production)
I 77 7
219,825t 226,401 t (vs. the previous year 103%)
Domestic 108,294 t 106,345 t
Overseas 111,531t 120,057 t

Breakdown

Energy intensity (domestic/overseas) (crude oil equivalent) *2
| Fvox FY2025
Domestic 192.3 0/t 188.7 0/t

Breakdown
Overseas 100.8 0/ 100.5 @/t

GHG emissions (domestic/overseas energy-related CO2 emissions) *2 * *
Scope 2 calculation conditions: GHG Protocol Market-based method

I 7 = S
Scopel 11,797 t+-COz 11,193 t-COz (vs. the previous year 95%)

Scope2 28,310t-CO2 23,812 t-COz2 (vs. the previous year 84%)

Group total Scope1+2 40,107 t-CO2 35,005 t-COz2 (vs. the previous year 87%)
Scopel 10,962 t-CO2 10,426 t-CO:z (vs. the previous year 95%)
Scope2 0t-CO2
Subtotal 10,962 t-CO> 10,426 t-COz2 (vs. the previous year 95%)
Scopel 835 t-CO2 767 t-COz2 (vs. the previous year 92%)
Scope2 28,310t-CO2 23,812 t-COz2 (vs. the previous year 84%)
Subtotal 29,145t-CO> 24,579 t-COz2 (vs. the previous year 84%)

Group total

0 t-CO:2 (vs. the previous year — %)

umopsfealg
seeslenQ | onsswoq

Scope 2 calculation conditions: GHG Protocol Location-based method*? *3 *#
I =77 =7
Scopel 11,797 t+-CO2 11,193 t-COz (vs. the previous year 95%)
Scope2 55,358 -CO2 49,511 t-COz2 (vs. the previous year 89%)
Group total Scope1+2 67,155 t-CO2 60,704 t-CO:z (vs. the previous year 90%)
Scopel 10,962 t-CO2 10,426 t-COz (vs. the previous year 95%)
Scope2 26,789 t-CO2 25,578 t-CO:z (vs. the previous year 95%)
Subtotal 37,751 t-CO2 36,004 t-CO:2 (vs. the previous year 95%)
Scopel 835 t-CO2 767 t-COz2 (vs. the previous year 92%)
Scope2 28,569 t-CO2 23,933 t-COz2 (vs. the previous year 84%)
Subtotal 29,404 t-CO> 24,700 t-CO:2 (vs. the previous year 84%)

Group total

umopsfealg
seeslenQ | onsswoq

GHG emissions intensity (domestic/overseas energy-related CO,) *2 **
Scope 2 calculation conditions: GHG Protocol Market-based method

0.182 t-CO2/t 0.155 t-CO2/t

Per ton of production (vs. the previous year 85%)

0.33 t-CO2/million yen  0.23 t-CO2/million yen
Net income per million yen 10.96 t-CO2z/million yen  3.40 t-CO2/million yen

Per million yen of sales

Waste recycling rate and final disposal amount

Total amount generated 10,285t 10,853 t
Recycling amount 6,568 t 7,909 t
Recycling rate 63.9 % 729 %

Effluent volume (domestic/overseas)

2,456 thousand m® 2,458 thousand m® (vs. the previous year 100%)

Domestic 2,359 thousand m® 2,359 thousand m? (vs. the previous year 100%)
Breakdown
Overseas 97 thousand m° 99 thousand m® (vs. the previous year 102%)

[Calculation Standards, Emission Factors]
® CO:z Emissions from Fuel Use

Based on the “List of Calculation Methods and Emission Factors for Greenhouse Gas Emissions Ministry of the Environment, Japan”.

*2 Starting with the calculation for FY2025, we use the unit calorific value and
emission factors specified in the revised “Ordinance on Calculation of Greenhouse
Gas Emissions Associated with the Business Activities of Specified Emitters.”

*8 Scope 1 and 2 Calculation Scope, Main Standards, and Emission Factors

@ CO: Emissions from Electricity Use
Location-Based Method
(domestic/overseas) Calculated using emission factors published by the Ministry of the Environment and national environmental agencies.
Market-Based Method

[Scope] (domestic) Calculated using the emission factors for each electricity provider's menu items from the “List of Emission Factors by Electricity
Supplier (Ministry of the Environment)”

Aggregates CO: emissions from fuel and electricity consumption within the Group.
The scope of operations subject to calculation includes Dainichiseika Color &
Chemicals Mfg. Co., Ltd. and its consolidated subsidiaries.

However, power consumption at leased facilities is excluded from Scope 2.
Additionally, company-owned housing and dormitories are excluded from the
calculation.

(overseas) Calculated using emission factors obtained from the electricity supplier; if unavailable, using emission factors published by

national environmental agencies.

*4 Starting with the calculation for FY2025, the emission factors for electricity at our China sites has been changed to the “National average
emission factor (FY2022 actual)” published by the Ministry of Ecology and Environment of the People’s Republic of China in December 2024.
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@@ Initiatives for

Environment

TCFD Recommendations

The Group has positioned climate change response as an important management issue that is unavoidable for the realization of

a sustainable society, in 2021, we endorsed the TCFD*' recommendations and in 2022, we participated in the CDP*? climate
change program. Taking this opportunity, we are actively sharing information internally about our response to climate change
and the results of external evaluations and working to raise awareness throughout the company. We will continue to strengthen
our efforts to achieve Society 5.0 with Carbon Neutral in line with the 1.5°C scenario in the sixth report of the IPCC*.

Governance

The Group considers company-wide activities related to cli-
mate change risks and opportunities to be one of its most im-
portant management issues, and under the instruction of the
Representative Director and President, the Group is working
to address these issues through the CSR/ESG concepts and
promotion system shown on P.39.

Risk management/opportunity analysis and
strategy

CSR/ESG Promotion Group Headquarters considers the risks
arising from climate change as transition risk, which refers
to the strengthening of regulations and changes in the sup-
ply-demand structure due to revisions of laws and regulations
and changes in industry trends, and physical risk, which refers
to the strengthening of resilience to natural disasters and the
deterioration of the labor environment due to global warming.

Acceleration of tighter regulations to prevent global warming and changes in
demand structure that contribute to global warming prevention. It is expected that
in the future, the unit price of carbon tax will rise to the same level as in developed
Western countries. Assumes that the impact of natural disasters will need to be
more focused than at present.

Depending on the nature of these risks, each organization
and related department, which is the executive department,
is instructed to perform risk response operations. Under the
direction of the Representative Director and President, we are
conducting risk analysis based on the policies and requests
of our supply chain partners, international research reports*,
and the Ministry of the Environment’s explanatory documents,
in order to contribute to climate change countermeasures as
a member of the supply chain. We are working to achieve the
1.5°C scenario to limit the rise in the average global tempera-
ture to less than 1.5°C, and to set new targets and transition
plans for Society 5.0 with Carbon Neutral. Risks and opportu-
nities from each scenario are prioritized based on their impact
and likelihood of occurrence, and are incorporated into the
Group’s product development and business strategies, and
we will continue to closely monitor various trends, regularly
evaluate and review them, and disclose information.

4°C scenario assumption summary

Global warming becomes more serious, causing changes in demand structure and
impacts on the working environment due to rising average temperatures. Business
activities will be frequently affected by large-scale natural disasters.

Risk analysis and countermeasures

Risk classification

Assumed risks and financial impact

Countermeasures

@ Increased financial burden due to introduction of carbon tax*

@ Reducing GHG emissions and financial impact by procuring

@ Stricter regulations to reduce GHG emissions

renewable energy at appropriate prices
® Ongoing energy-saving measures

Estimated reduction in carbon tax: approx. 371 million yen

Transition risk

@ Increased GHG reduction requirements from customers

(domestic group)

o Difficulty in procuring raw materials derived from fossil resources

® Moving to decarbonized raw materials

®Loss of business opportunities due to changes in the supply-
demand structure

® Promptly deploying internal measures reflecting industry trends to
enhance business activities

Physical risk

@ Impact of stagnation of business activities due to supply chain
disruptions caused by natural disasters

@ Diversify raw material procurement regions and sources
@ Inventory management to reduce impacts on logistics

@ Deterioration of the work environment at manufacturing sites and
resulting increase in capital expenditures

® Making efficient capital expenditures that contribute to improving the
work environment and production efficiency

Transition risk

® Strengthen product development capabilities to respond to changes
in the supply-demand structure

® Promptly disseminate industry and market trends internally and
reflect them in product development and business planning

4°C scenario

Physical risk

©® Impact of stagnation in business activities due to damage to facilities
caused by large-scale natural disasters

® Loss of product and raw material inventory due to flooding during
torrential rains (estimated amount calculated but undisclosed)

® Promoting facility renovation in accordance with hazard maps

® Decentralization of production bases

@ Implementing measures to prevent the release of hazardous
substances in the event of torrential flooding

® Increased capital expenditures to improve the deteriorating work
environment at manufacturing sites

® Preventing a decline in production efficiency by investing in equip-
ment to reduce heat and human workload at manufacturing sites

* Implementation of internal carbon pricing (domestic group)

Set unit price: 14,500 yen/t-CO2

Impact: 0.93 billion yen for CO2 emitted by the Group
Maximum estimated amount: 9.22 billion yen for CO2 emissions in the supply chain
(domestic group only)

*1 TCFD: Task Force on Climate-related Financial Disclosures
*2 CDP (Carbon Disclosure Project): A non-profit organization that operates a global system for the disclosure of environmental information by companies and local governments
*3 IPCC: Intergovernmental Panel on Climate Change
*4 |PCC: SSP1-1.9, IEA(International Energy Agency) World Energy Outlook: Net Zero Emission by 2050 Scenario

*5 Calculated using the adjusted CO- emissions factor for an electric power company that procures electricity from 100% real renewable energy sources
*6 Aqueduct Water Risk Atlas: Tool for assessing water risk by basin published by the World Resources Institute (WRI), an international environmental NGO
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Example of use: Business profitability analysis

Included in the amount of improvement effect when introducing
energy-saving equipment to promote investment.

Opportunity analysis and strategy

Revenue opportunity

e o Anticipated opportunity

CSR and ESG Initiatives

Strategy (development and sales promotion of the following
products)

Increased demand for products contributing to
decarbonization

Promotion of EVs and self-driving automobile
Promotion of automobile weight reduction
Increased demand for power infrastructure

Changing demand for a circular economy
Accelerated recycling of plastic resources
Increased demand for biomass-derived products

Expand sales of
sustainable products:
Increase by 3 billion yen ;

in FY2027 Polyurethane resins made from CO-
(compared to FY2024)

Products for rechargeable batteries

Wiring harness-related products for automobiles
Products contributing to automobile weight reduction
Products for solar cells

Deinking inks for flexible packaging materials
Resin powders made from biomass-derived raw materials
Inks and adhesives made from biomass-derived raw materials

® Changes in building specifications to cope with heat
@ Increased demand for beverage containers

Changes in lifestyles and supply-demand structure due to rising temperatures

® Heat Shielding Paint for energy-saving air conditioning in buildings
@ Ink-related products for flexible packaging for beverages

4°C scenario Growing demand for products to expand projects of strengthening

infrastructure in preparation for severe natural disasters

® Growing demand for building renovation projects

@ Growing demand for renewal of power and telecommunications infrastructure

@ Colorants for coating materials for high-speed, high-capacity
communication lines

® Coloring materials for high weatherability coatings for building
exteriors

@ Colorants for high-strength and high-durability fibers

Metrics, targets, and progress

1 Metrics (KPI): Greenhouse gas emissions from energy con-
sumption at domestic and overseas bases
(Scopel1+Scope2) (Market-based method)

Target: 31% reduction in FY2027 compared to FY2020*
Progress: 53% reduction in FY2025 compared to FY2020

B Aim to increase sales of sustainable products (including cli-
mate change action) by 3.0 billion yen in FY2027 vs FY2024.

Progress: Sales results for sustainable products for FY2025
increased by 0.48 billion yen vs FY2024

Corresponding sustainable products
Climate change (global warming)

Circular economy support

W Results of main energy-saving measures at manufacturing
bases for FY2025

@ Number of Energy-saving Measures Implemented: 76
Annual effect equivalent to 378 KL (crude oil
equivalent) (1.2% of total energy consumption)

Major items

@ Improving thermal utilization efficiency in boilers and
steam piping:

Annual effect: 211KL (crude oil equivalent)

@ Installation of solar power generation facilities:

Annual effect: approx.
120 MWh per year (31 KL
(crude oil equivalent))

[ — - —————— =
g =

Solar power generation facilities are in operation at
manufacturing bases in Japan, China and Thailand
Photo shows a sustainability-contributing product
from our affiliate KYUSHU KAKO CO., Ltd.

Other items for social contribution

) Materials for rechargeable batteries and solar cells

) Resin products that contribute to automobile
weight reduction

) UV/EB inks and coating agents
) Materials made from CO:

) Heat shielding coating agents for energy-saving in
buildings, and resin products for high insulation windows

(chitin and chitosan)

Dealing with water risks and making effective
use of water resources

Amid the growing severity of issues such as droughts and
floods due to the effects of climate change both in Japan and
overseas, the Group recognizes the understanding and man-
agement of water risks and the effective use of water resources
as important issues. Water risks such as flooding and water
quality regulations have a significant impact on the activities of
our manufacturing bases, so we are working to identify and
manage appropriate water risks at each base. At our domes-
tic bases, we are conducting risk surveys by region based on
hazard maps and other information provided by local govern-
ments. At our overseas bases, we are considering conducting
interviews to understand the water risks in the river basin and to
determine how to deal with and counter these risks. For bases
that are considered to be at high risk of flooding, we assess
flood risk for each individual manufacturing base. We treat this
as a natural disaster-related risk within our risk management
framework (as described on page 74), linking it to future busi-
ness plans and incorporating it into medium- to long-term busi-

) Biomass-derived products
(inks, polyurethane resins, resin powders)

» Deinking inks for flexible packaging recycling
) Naturally-derived functional polymers

» Adnesives for gas barrier coating materials
(reducing food loss) “Mitigation”

) Materials for high-voltage transmission line
sheathing, power infrastructure
(strengthening power infrastructure) “Mitigation”

) Colorants for coating materials for high-speed,
high-capacity communication lines (strengthening
communication infrastructure) “Mitigation”

ness planning. Using the Aqueduct Water Risk Atlas*® as an
evaluation tool, we have identified manufacturing sites located
in regions where water stress and drought risk were assessed
as “high” or higher (Shanghai, China; Vietnam; India). At these
bases, we rigorously implement water recycling, report water
usage volume, COD discharge volume, and water intensity per
product, and conduct evaluations. Furthermore, to protect wa-
ter resources and prevent water pollution risks, manufacturing
bases implement water recycling for production purposes and
appropriate wastewater management. The Group recognizes
water as a precious natural resource and strives to recycle it.
We treat wastewater from manufacturing bases using appro-
priate facilities, such as activated sludge treatment systems,
ensuring it is purified beyond discharge standards before re-
lease. In addition to the physical risk assessment, we plan to
implement an impact assessment at manufacturing bases in
the future and reflect the results in our business strategy by
taking necessary measures and dealing with the resullts.
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Preserving Biodiversity

Environment

The Group believes that it is necessary to plan our business in a way that enables sustainable growth by evaluating both the
benefits we receive from nature and the impact we have on nature throughout the entire product lifecycle. Based on this idea,
we are working to understand the impact of our business activities on the ecosystem throughout the product lifecycle from
both a risk and opportunity perspective, based on the framework of TNFD*', and we are working to create value that
contributes to the preservation of biodiversity and the realization of a sustainable society by leveraging our technology, while

also working in collaboration with the TCFD initiative.

Governance

As part of our sustainability activities, we have established a
governance system for initiatives related to the preservation
of biodiversity.

@ Please refer to “Promotion system” in “Our Approach to CSR and ESG”
on P.39

Lifecycle Risks and opportunities

Strategy

The Group identifies changes in regulations and supply and
demand structures due to factors such as revisions to laws
and regulations concerning the preservation of biodiversity
and changes in industry trends, and reflects risks and oppor-
tunities in its business plans.

Initiatives of the Group

There will be restrictions on the collection of plants and miner-
als in order to prevent the destruction of ecosystems and the
extinction of rare species, and to preserve them.

In accordance with our Purchasing Policy, we will stop procuring raw materials from sup-
pliers that have been confirmed to have a negative impact on the ecosystem.

Raw material

procurement There will be restrictions on the amount of water pumped in

water-risk areas.

Striving for the recycling of water and reducing the amount of water pumped and the
effluent volume.

The market value of products that help prevent the depletion
of valuable resources will increase.

Considering developing products that use general-purpose raw materials as substitutes
for rare metals.

Regulations on the management of wastewater from facto-
ries will be tightened in order to preserve aquatic ecosys-
tems.

Managing thoroughly the wastewater treatment facilities at our factories, and working to
reduce the burden on the aquatic ecosystem while also striving for preservation.
Promoting the recycling of waste plastic to prevent marine pollution, especially from waste
plastic.

Regulations on the use of raw materials and materials con-

Working to reduce the harmful substances (mainly volatile organic compounds) and

Product taining hazardous substances that lead to air pollution will be  greenhouse gases generated in the manufacturing process of our products, while striving
development tightened. toward conservation.

Manufacturing Promoting the development and sales of products that reduce the amount of harmful

and logistics The market value of environmentally friendly products that use  substances (mainly volatile organic compounds) and greenhouse gases emitted into the

less harmful substances will increase.

atmosphere and harmful substances discharged into water systems, when customers
use our products.

Awareness and legal regulations related to preventing water
pollution caused by waste plastic will increase.

Promoting the development of biodegradable plastics for use in water systems.
Developing alternatives to fossil-based plastics using raw materials derived from natural
sources.

The risk of the spread of soil contaminants that have occurred
in the past on the premises of the Group.
Others

At the bases where soil contamination was confirmed, we immediately began taking mea-
sures to prevent the spread of contamination and started cleanup work after consulting
with the local administration.

Participate in conservation efforts for the ecosystems in neigh-
boring areas outside our bases to increase social value.

Working with the local community to promote activities to beautify the area around our
bases, support greening, and preserve the water system.

Anticipated opportunity

Focus businesses (development and sales promotion of the following products)

The market value of environmentally friendly ~ @ Water-based paints, inks, and non-toluene inks that use less volatile organic compounds
products that use less harmful substances in @ UV coating agents and EB coating agents that can reduce volatile organic compound emissions and CO.

the atmosphere will increase.

emissions associated with drying energy consumption during the drying stage of the coating process

The market value of environmentally friendly
products that use less harmful substances in
water systems will increase.

® A dye used in the spinning stage of chemical fibers to avoid environmental impacts on the water system
caused by wastewater from the textile coloring process using chemical dyes

Awareness and legal regulations related to pre-
venting water pollution caused by waste plastic
will increase.

® Resin powder made from natural materials that are biodegradable and can be used in cosmetics, which can
contribute to preventing marine pollution caused by microplastics

Risk management

In the Group, CSR/ESG Promotion Group Headquarters is-
sues instructions to each organization and related department,
which are the executive departments, on how to handle risk
depending on the type of risk. The results of identifying risks,
the work involved in dealing with them, and the implementation
status are reported to the Internal Control Environment Com-
mittee on a quarterly basis and are also reported to the Board
of Directors at least once a year, where they are supervised.

*1 TNFD: Taskforce on Nature-related Financial Disclosures

Integrated Report 2025

Metrics and targets

The metrics and targets for FY2025 for initiatives related to
the preservation of biodiversity are as follows: “Sales of sus-
tainable products: increase of 3.0 bilion yen compared to
FY2024 by FY2027,” “Reduction of water usage per unit of
production by 1% compared to the previous year,” and “Re-
duction of emissions of substances subject to the PRTR Law
by 1% compared to the previous year (domestic).”

@ Circular Economy Promotion

CSR and ESG Initiatives

Environment

We believe that the transition to a circular economy cannot be achieved by the Group alone, and that it is an issue that requires
efforts to be made throughout the entire supply chain. We will work to promote a circular economy with the aim of “finding
solutions and create new value for a sustainable society,” as set out in our long-term vision.

Expanding sales of products that contribute
to resource recycling

In recent years, there has been a growing movement to pro-
mote the use of recycled materials in plastic products starting
in Europe, and discussions are also progressing in Japan re-
garding the standardization and market development of re-
cycled materials. In addition to the sustainable products that
we have been working on in the past, the Group is focusing
on expanding sales of products that contribute to resource
recycling by promoting the development and commercializa-
tion of products that use recycled materials. Specifically, we
are considering the development of label inks that are easy
to deink and can be recycled, as well as products that use
recycled carbon fiber, and products utilizing raw materials de-
rived from residues or natural sources. We are also holding
meetings with our main suppliers to exchange opinions and
information with the aim of building a circular economy sys-
tem in the supply chain.

Waste reduction and recycling

We believe that it is important to reduce waste in the pro-
duction process, such as by improving yield to reduce man-
ufacturing losses at each base and controlling the generation
of defective products, and we are promoting the reduction
and recycling of waste associated with our business activ-
ities. In FY2025, we reduced sludge, waste plastics, etc.,
and achieved the following activity targets. By reducing the
amount of waste generated, we have also been able to re-
duce the amount of waste that requires final disposal, and
we will continue to promote waste reduction and recycling in
the future.

Activity target 1

Target: Recycling rate: Improve by 1 point from the actual results
for FY2024

Results: 68.7% for FY2024,
— 79.1% for FY2025 (an improvement of +10.4 points)

Activity target 2

Target: Final waste disposal amount: Reduce by 1% compared to
the actual results for FY2024

Results: 2,256 tons for FY2024,
— 1,664 tons for FY2025 (a 26% reduction)

Medium-term target

Target: Solvent recycling rate: Maintain a recycling rate of 99.9% or
more
Results: Maintained at 99.9% or more in FY2025

(the above three targets apply to the domestic group)

@ For more detailed information, refer to pages 79-80

Reducing the amount of waste plastic
generated and recycling it

In April 2022, the “Plastic Resource Circulation Act” came into
force in Japan, requiring businesses that generate waste to
take steps to reduce the amount of waste they generate and
to recycle it. As a business that generates a large amount
of industrial waste from products that use plastic, the Group
is working to reduce the amount of waste plastic generated
and to recycle it. In FY2025, production bases where plas-
tic waste recycling was previously limited made progress in
transitioning to recycling, leading to improved recycling rates
and a significant reduction in final disposal volumes. How-
ever, since thermal recycling remains the primary method at
present, we will focus on transitioning to material recycling
and chemical recycling moving forward, promoting more ad-
vanced resource recovery.

Targets

Short-term target:  Maintain the waste plastic recycling rate
achieved in FY2024 (91.9%) and aim for a
1-point improvement.

Medium-term target: Improve the waste plastic recycling rate by
3 points compared to the average of the
previous medium-term management plan
(87.4%) by FY2027.

Results: 94.4% for FY2025 (an improvement of 2.5 points
compared to the previous fiscal year)

Amount of waste plastic generation: 1,907 tons
(as of end of February)

Amount Recycled: 1,799 tons
(the above targets apply to the domestic group)

@ For more detailed information, refer to pages 79-80

Collaboration with the Supply Chain

In March 2025, our company joined the ‘Do What We Can’
consortium, which aims to effectively utilize waste and reduce
plastic usage.

As the name suggests, the consortium aims to realize a
zero waste, zero residue society based on the philosophy that
“what one company cannot do alone, we will do together.”
Marubeni Chemix Corporation serves as the consortium’s li-
aison. At its founding, 29 companies participated. Leveraging
each company’s unique technologies and facilities, the con-
sortium works to realize a circular economy within the supply
chain through cross-industry collaboration.

The group is responsible for
the process of compounding
raw materials—produced by
drying and pulverizing resi- ‘ U
dues, waste, and thinned tim-
ber—with resins and paper.
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Management of
2 Chemical Substances

We are working with each committee to properly manage the chemical substances handled by the Group and to ensure their
proper and safe use. We are also working to develop a system that enables us to promptly provide safety data on chemical

Environment

|
CSR and ESG Initiatives

e o

Quality Assurance ~ Socal

To ensure our customers can use our products with confidence, the Group views not only product performance but all
corporate activities—from development to delivery of products and services—as “quality.” We maintain a company-wide

substances.

Introduction of new chemical substance
management system

For more efficient management of chemical
substances

Chemical substance management is becoming increasingly
important as regulations on chemical substances become
stricter. In order to make these operations more accurate and
efficient, the Group is establishing a new chemical substance
management system.

The introduction of this new chemical substance manage-
ment system will centralize the management of the latest
information on chemical substance regulations and related
matters. This will enable us to quickly and accurately provide
information on the chemical substances contained in the
Group’s products and the associated regulations.

Furthermore, we are also advancing organizational restruc-
turing in conjunction with the introduction of the new chemical
substance management system, aiming for further improve-
ments in operational efficiency.

Strengthening chemical substance management
throughout the supply chain
To address legal and social chemical substance issues
throughout the product lifecycle from manufacturing to dis-
posal after use, the Group promotes chemical substance
management through a variety of initiatives, including the
development of internal systems to ensure compliance with
domestic and international chemical substance-related laws
and regulations, and the provision of information on product
safety and applicable laws and regulations to our customers.

To reduce the environmental impact of our products, we
have established a dedicated department. This department
continuously and periodically investigates the chemical sub-
stances contained in the raw materials we use, striving to
maintain accurate knowledge. At the same time, we collect
information on enactment and revision of laws and regula-
tions, ensure appropriate response, and advance the pro-
vision of information to customers regarding chemical sub-
stances contained in our products. Through these activities,
we strive to strengthen our chemical substance management
and minimize risks throughout the supply chain.

In FY2025, there were no instances of penalties due to legal
violations.

Integrated Report 2025

Toward better management of hazardous
substances

Strengthening the system for chemical substance
risk assessment

Recently, laws and regulations related to chemical substances
have been revised one after another in Japan. The Group is
also working to comply with the revised Industrial Safety and
Health Act. The basic concept of the management of chemi-
cal substances is shifting toward reducing the risk of individual
chemical substances. In response to these changes, we are
working to ensure that information on chemical substances
found in raw materials is collected at the raw material adoption
stage and to strengthen our hazard and toxicity checks, in-
cluding checks of health and environmental effects. In addition,
we are working to maintain and strengthen our chemical sub-
stance management by conducting regular internal audits on
chemical substances to check the management system and
operational status related to chemical substance management,
and requesting improvement measures as necessary.

Knowledge enhancement through education on
chemical substance management

We provide education on chemical substance management
to related departments and group companies to accurately
respond to chemical substance laws and regulations.

For FY2025, we held internal seminars linking chemical
substance management to import/export trade management
and management systems. This initiative aimed to facilitate
the import of raw materials and export of products while en-
suring proper integration into our management systems.

Compliance with laws and regulations in each
country
In order to manufacture and export products, it is necessary
to correctly understand the laws and regulations of each
country and to take appropriate procedures and actions. To
this end, the Group has additionally implemented a legal/reg-
ulatory database service. In all countries and regions where
we do business, the Group fulffills its social responsibilities as
a company by understanding and complying with laws and
industry standards, and by properly managing chemical sub-
stances in each country and region.

As a result, there were no violations of laws and regulations
regarding registration and notification of chemical substances
in Japan or overseas during FY2025.

@ Please refer to this website for our management of chemical  [w] gl []
substances. Ly i

https://www.daicolor.co.jp/english/csr/csr/management/index.html k l?’
] &

quality assurance system and strive to enhance customer satisfaction.

Quality assurance
Approach to quality assurance
The Group recognizes that maintaining and improving the re-
liability and safety of our products and services throughout
all stages—from design and manufacturing to inspection and
delivery—is a critical societal requirement. We prioritize consis-
tently delivering the quality our customers demand, while also
ensuring full compliance with all relevant laws and regulations.
The Group’s products are used across diverse fields such
as information/electronics, automotive, books, industrial
materials, stationery, and packaging, resulting in highly var-
ied customer quality expectations. Leveraging our cultivated
technical expertise, we strive daily to maintain and improve
quality so we can continue providing products and services
that meticulously meet customer needs. We also provide ap-
propriate product information.

@ Please refer to this website for our “Quality Policy.”

https://www.daicolor.co.jp/english/csr/policy/index.html#no03

Quality assurance system
The Group has obtained ISO 9001 certification and operates a
“Quality Management System (QMS hereinafter)” as a mech-
anism for continuously improving the quality of products and
services provided to customers by each business division and
group company.

In 2013, we established a Quality Control Committee com-
posed of quality management personnel from each business

Board of Directors
Instructions + Reporting
Quality Control Committee

Coordination A $ Supervising and Auditing

CSR/ESG Promotion Group
Headquarters
@ Quality Products Supervisory Department

Information sharing
and horizontal
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within the Group. Through four annual plenary meetings, we
have promoted policy deployment and information sharing. In
2019, we established the Quality Products Supervisory Depart-
ment to oversee the management and operation of the Group-
wide QMS. After thorough system review, we commenced full-
scale operation of the Group QMS starting in FY2024, building
a framework to advance the maintenance and improvement of
quality assurance across the Dainichiseika Group.

Group-wide activities include strengthening management
systems for raw material suppliers and manufacturing contrac-
tors, conducting mutual internal audits between departments,
and implementing quality inspection audits from a specialized
perspective by the Quality Products Supervisory Department.
These efforts advance the establishment of an appropriate qual-
ity management system. We also regularly hold various training
sessions aimed at enhancing employees’ quality-related aware-
ness and skills. Moving forward, we will continue to identify chal-
lenges to adapt to changes in the social environment, enhance
our quality assurance system through continuous improvement,
and strive to increase customer confidence and trust.

Mechanisms for reflecting customer feedback

The Group captures customer needs and translates them into
the provision of functional products with meticulous attention
to detail.

Furthermore, we have established a system to promptly verify
the facts and take appropriate action regarding quality-related
complaints and issues received from customers. We investigate
the root causes of received complaints and issues, ensure ef-
fective recurrence prevention measures are implemented, and
utilize the valuable insights gained during this process to devel-
op and improve our products and services. This leads to the
provision of products and services that satisfy our customers
and the co-creation of new value. Furthermore, this information
is shared across the entire Group through the Quality Control
Committee within our internal control structure, advancing ef-
forts to prevent similar quality issues before they occur.

Disclosure of product information

The Group thoroughly verifies compliance with laws and reg-
ulations and product information from the development stage,
providing customers with accurate information regarding prod-
uct performance and safety. In addition, we are working to build
a system that prevents data input errors and falsification, and
reviewing our daily management operations, in order to ensure
the reliability and transparency of product inspections. Further-
more, we are working to disclose information on the hazards
and risks of our products by providing Safety Data Sheets
(SDS). In FY2025, there were no violations related to product
performance and safety.
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CSR procurement

A purchasing policy that is in step with the times
In order to provide the products and services that our cus-
tomers want and to continue to be trusted by all of our stake-
holders, we have revised and are implementing our “Purchas-
ing Policy” in April 2019 to promote CSR initiatives throughout
the supply chain. By adding CSR-related initiatives such as
human rights, labor conditions, environmental preservation,
and compliance to the supplier selection criteria, we are se-
lecting suppliers and procurement items based on fair and
impartial evaluations.

Establishment of CSR Procurement Guidelines

In April 2019, the Group established new “CSR Procurement
Guidelines” at the same time as revising its “Purchasing Poli-
cy.” The standards clearly state the Group’s requirements
regarding CSR for suppliers, and together they promote “sus-
tainable procurement.”

We are open to new suppliers who wish to do business with
us, and we select suppliers and procurement items based
on fair and impartial evaluations, using product quality, safe-
ty, performance, price, delivery time, stable supply, and CSR
initiatives such as human rights, working environment, com-
pliance, and environmental preservation as supplier selection
criteria. In addition, the Group participated in the Declaration
of Partnership Building*" in March 2023. We will focus on
“coexistence and co-prosperity throughout the supply chain
and new partnerships that transcend scale and affiliation” and
“compliance with promotion standards,” and we will promote
partnerships and coexistence and co-prosperity with each
supplier and business operator that aims to create value.

Conduct CSR survey

To achieve “sustainable procurement,” the Group has been
conducting a survey of its suppliers, using the “CSR Procure-
ment Self-Assessment Questionnaire (SAQ)” since FY2023
and has received responses from approximately 80% of
suppliers. We provided feedback on the results of the ques-
tionnaire analysis and evaluation, and requested that suppli-
ers make efforts to continuously improve their performance
by taking corrective action. We will continue to implement
monitoring activities and audits to expand our CSR initiatives
throughout the supply chain, and strive to improve the satis-
faction of all the Group’s customers.

*1 Declaration of Partnership Building: An initiative in which a representative of a
company makes a declaration in the name of the client side to build new
partnerships by promoting collaboration, coexistence and co-prosperity with
“suppliers” in the supply chain and businesses that aim to create value.

*2 “Child” used in this provision is defined as anyone under the age of 15, or under
the age for completing compulsory education, or under the highest of the lowest
working ages stipulated by local laws and regulations.
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Prevention of child labor and forced labor

The Group supports and respects international norms on hu-
man rights, such as the “International Bill of Human Rights,”
which sets forth the principles of respect for fundamental hu-
man rights, the “ILO Declaration on Fundamental Principles
and Rights at Work,” established by the “International Labour
Organization (ILO),” “the Guiding Principles on Business and
Human Rights,” and the “Ten Principles of the UN Global Com-
pact,” established by the United Nations, and has established
its Human Rights Policy based on the CSR/ESG Basic Policy.

In the “CSR Procurement Guidelines,” we are committed to
respecting fundamental human rights, eliminating discrimina-
tion, forced labor, and child labor, and improving the working
environment.

(excerpt below from the CSR Procurement Guidelines)

1. Respect basic human rights; eliminate discrimination, forced la-
bor, and child labor; and make efforts to improve the labor envi-
ronment.

3) Prohibition of forced labor and child labor
Never force labor through threats, restraints, or other means.
Furthermore, never use child*? labor at any stage of the manu-
facturing process.

4) Ensuring a (health and safety) work environment
Comply with laws on labor, health and safety; ensure a safe,
healthy, and comfortable work environment for all per-sons in-
volved in the company’s business activities; and make efforts to

maintain and improve such an environment.

Open innovation initiatives

Basic materials presentation planning activities

The Central Purchasing Division interacts with various
suppliers daily, gathering extensive raw material information.
To disseminate this information internally, we request suppliers
to create and deliver “Basic Materials Presentations” tailored
for our company. We plan and manage these presentations
to deepen internal knowledge of basic materials, thereby
supporting skill development for less experienced employees
while also aiming to further advance new product development
and market exploration. We hope these initiatives will lead to
open innovation with the suppliers introduced here, fostering
new collaborations and mutual prosperity.

Feedback from our employees who attended the basic
materials presentation

My knowledge of materials has deepened. | hope to apply
this to expanding the uses of our products and to product
development.

| gained a better understanding of the characteristics of raw
materials and products. | believe this will be extremely useful in
conversations with customers.

Logistics

|
CSR and ESG Initiatives

Social

Since the establishment of the Japan Responsible Care Council (JRCC) in 1995, the Group has been a member of the
JRCC and has been working to prevent accidents and disasters in logistics as well as to promote environmental

initiatives.

Logistics initiatives

Approach to safety and quality

The Group selects logistics partners in accordance with our
safety and quality standards. We share necessary information
with our logistics partners in a timely manner and ensure that
the information is linked to risk assessment and safety manage-
ment on the “front line.”

Promotion system for safety and quality

We collaborate with logistics partners with whom we have
3PL*" contracts and promote centralized management by uti-
lizing the core system SAP and WMS*2 introduced in October
2018. We work in collaboration with the operational depart-
ments that handle orders and shipping and ensure that safety
and quality are properly managed.

In terms of transportation safety, we hold regular quality sub-
committee meetings with our logistics
partners, and we are working to im-
prove transportation quality by analyz-
ing the causes of transportation acci-
dents and setting annual targets. For
bases and subcontractors with a high
number of transportation accidents, we
are implementing continuous improve-
ments through on-site quality patrols.

Classification Initiatives

Building a sustainable logistics system

We are working to build a sustainable logistics system based
on the principle that safety
comes first in everything
we do. In domestic trans-
port, we are working to
reduce the environmen-
tal impact by promoting
modal shifts and improv-
ing loading efficiency, and
reducing energy use and  Activities to promote modal shifts in long-
C02 emissions. distance transport

Initiatives for the revised logistics Laws

To address various challenges, including the “2024 Logistics
Problem,” (upper limits placed on truck driver working hours)
and achieve sustainable logistics, the revised logistics laws (Act
on Advancement of Integration and Streamlining of Distribution
Business and Motor Truck Transportation Business Act) were
enacted in April 2025.

The revised logistics laws require not only logistics operators
but also shippers to engage in logistics efficiency intiatives. The
Group is proactively addressing these challenges and promot-
ing the following initiatives to build efficient supply chains in col-
laboration with logistics operators.

Contents

Compliance with revised Act on Rationalization
of Energy Use and Shift to Non-fossil Energy

® Formulate logistics strategies to curb CO2

Environmental measures Promoting a modal shift

® Shift to transportation methods with less environmental impact

Improvement in loading efficiency

® Consolidation of trunk line transport
® Reduction in low-loading flights by relaxing delivery conditions

Addressing the 2024 Problem

® Review ancillary operations
® Secure delivery lead times ~ ® Receive appropriate freight rates

Solving logistics challenges

® Solving issues through logistics information visualization and data analysis

Revised logistics laws Shipper decision criteria

® Reduction of cargo waiting and handling times
©® Improvement of loading efficiency

Regulatory measures for shippers

® Preparation of medium- to long-term plans and regular reporting

Behavioral change of shippers

® Raise management awareness
® Clarification of the role and authority of logistics management supervisors

Logistics valus Efforts to optimize logistics costs

® Planning and implementation of logistics measures

enhancement Efforts to improve logistics quality ©® Hold quality subcommittee meetings with logistics partners
. . , ® Comply with laws and regulations such as the Fire Service Act and Motor
) Compliance with laws and regulations Truck Transportation Business Act
Compliance

Thorough enforcement of yellow cards

® Implement emergency measures in the event of accidents

*1 3PL (Third-Party Logistics): Comprehensive outsourcing of logistics operations
*2 WMS: Warehouse Management System
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Respect for Human Rights —social

Our approach to respecting human rights

The Group believes that respecting human rights is a com-
pliance issue that must be prioritized above all others in our
business activities. To achieve sustainable development
alongside society, we must commit to respecting the human
rights not only of our employees and local residents, but also
of all individuals involved throughout our entire supply chain—
from the sourcing of raw materials to the disposal of products.

Based on this philosophy, the Group supports and re-
spects international human rights norms such as the “In-
ternational Bill of Human Rights,” which establishes the
principle of respecting fundamental human rights; the “ILO
Declaration on Fundamental Principles and Rights at Work”
established by the “International Labour Organization (ILO)”;
the “United Nations Guiding Principles on Business and Hu-
man Rights” and the “Ten Principles of the UN Global Com-
pact.” Guided by our “CSR/ESG Basic Policy,” we have
established a “Human Rights Policy” and are advancing
initiatives to respect human rights.

In accordance with the Guiding Principles on Business and
Human Rights, the Group has established a human rights
due diligence system. Led by the CSR/ESG Promotion Group
Headquarters, the Group works to identify, prevent, and miti-
gate human rights risks associated with its business activities.
Should any human rights violations be confirmed, the Group
will promptly pursue remedial action, verify its effectiveness,
and implement measures to prevent recurrence.

To prevent and mitigate human rights risks, we provide
our employees with compliance training on respecting hu-

man rights. For the Group suppliers, we present the “CSR
Procurement Guidelines,” which clearly outline our human
rights respect guidelines, and request their commitment to
these efforts.

The status of our initiatives for respecting human rights is
regularly reported to the Board of Directors as part of our
compliance promotion activities, and we disclose information
as necessary.

Promotion structure

Within the Group, the CSR/ESG Promotion Group Headquar-
ters takes the lead, collaborating with related organizations
such as the Personnel & General Affairs Division and the Cen-
tral Purchasing Division to identify, assess, prevent, and miti-
gate human rights risks.

For major human rights
risks, the respective com-
mittees of the Internal Con- Instruction ¢ Report
trol Committees evaluate
the effectiveness of counter-
measures and report the re-
sults to the Board of Direc-
tors on a regular basis and
as needed.

Both the CSR/ESG Pro-
motion Group Headquar-
ters and the Internal Control

. Impl tati
Committees are headed by — "Sfmessues. ¢ t Dialogue
and remedies

Directors or Titled Executive

Officers with responsibilities.

Internal Control Committees

Evaluation ¢ A Collaboration

CSR/ESG Promotion Group
Headquarters

Related organizations

(Personnel & General Affairs Division,
Central Purchasing Division, etc.)

Group companies

Respect for human rights initiatives

The process for the Group’s respect for human rights initia-
tives is as follows.

. Human rights due .

Commitment

To advance our human rights initiatives, the Group resolved to
establish and publish the “Human Rights Policy” at the Board
of Directors meeting held in July 2022 (revised April 2025).

@ Please refer to this website for the “Human Rights Policy”.

https://www.daicolor.co.jp/english/csr/policy/index.html#no07
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Human rights due diligence

The Group has established a human rights due diligence sys-
tem to identify human rights risks associated with our busi-
ness activities and strive to prevent and mitigate them.

Identification and assessing
human rights risks

Prevention and mitigation of
human rights risks

We implement prevention,
mitigation, and other measures
according to the nature of the
human rights risks.

We investigate the entire supply

chain to identify and assess
human rights risks.

Explanation and information
disclosure

We disclose information about
human rights risks and the

measures taken on our website
and other channels.

Evaluation of the
effectiveness of initiatives
We assess whether the measures
were effective in preventing and

mitigating human rights risks.

Main human rights risks

The main human rights risks that the Group recognizes as
requiring consideration are as follows.

Human rights risk Main initiatives

Harassment ® Harassment prevention training (see P.73)

Excessive/Unreasonable

working hours ©® Compliance with the 36 Agreement

Safe and healthy working ® Promotion of occupational health and safety (see
environment P.58

©® Implementation of age verification during hiring

Child labor and forced labor | g prShibition of company retention of passports, etc.

Human Rights Issues in the

Supply Chain ® Conduct CSR Surveys (see P.51)

® Implementation of responsible mineral sourcing (see
Human rights issues in P.51
conflict-affected areas ® Thorough implementation of security trade

management

Right to access remedies (See “Remedies”)

Prevention of harassment

The Group considers the prevention of workplace harassment
to be one of the most important initiatives in respecting hu-
man rights.

The Group has established the “Regulations for the Preven-
tion of Harassment, etc.” and is implementing measures to
prevent harassment. The Harassment Prevention Committee
works in collaboration with Harassment Counselors stationed
at each bases.

The results of our initiatives for FY2025 are as follows:

® Handling Harassment Consultations
(through collaboration with Harassment Counselors)

® Revision of the “Regulations for the Prevention of Harass-
ment, etc.”(clarifying the prohibition of harassment not
only against other employees but also against all stake-
holders of the Group)

@ Holding of the “Company-wide Harassment Prevention
Committee Meeting”
(attended by the Chairperson of the Harassment Preven-
tion Committee, the Secretariat, Harassment Counselors,
and Managers from each base)

® Regular distribution of the “Harassment Prevention News-
letter”

@ Implementation of e-learning training for all employees
® Implementation of training for Harassment Counselors

Education

The Group thoroughly communicates various human rights
regulations, including the “Human Rights Policy” and the
“Regulations for the Prevention of Harassment, etc.,” to of-
ficers and employees by posting them on groupware and
other platforms.

Furthermore, through our compliance promotion activities
(see P.73), we regularly address themes related to respect
for human rights to enhance officers and employees’ aware-
ness of human rights.

|
CSR and ESG Initiatives

Evaluation

The human rights initiatives evaluated for effectiveness by
each internal control committee are as follows.

Committee Evaluation item Primary related organization
: Prevention of health :

environmental pollution
Corporate ) Personnel & General Affairs Division
Health Ensuring worker safety and CSR/ESG P on G
and Safety health romotion Group
Committee Headquarters
Chemical
Substances Preventing harm from CSR/ESG Promotion Group
8ontro| hazardous chemicals Headquarters

ommittee

Preventing the proliferation
Eé?gr?ﬂgggtrd of goods linked to human | Overseas Business Division

rights violations
Quality Control ; CSR/ESG Promotion Group
Committee Ensuring product safety Headquarters

('_:'SFZESG Promotion Group
Information . , eadquarters
Management Eggup”r?\%ge right to know Personnel & General Affairs Division
Committee Information Management System
Division

Harassment ; .
Prevention Erswg:wgarégassment n Personnel & General Affairs Division
Committee

In addition, the CSR/ESG Promotion Group Headquarters
evaluates the effectiveness of initiatives through conducting in-
ternal compliance audits and collaborating with various commit-
tees and related organizations responsible for internal controls.

For the Group’s suppliers, in addition to the “Human Rights
Policy,” we present the “CSR Procurement Guidelines,” which
explicitly state respect for fundamental human rights, the elim-
ination of discrimination, forced labor, and child labor, and the
improvement of working conditions. We then evaluate the ef-
fectiveness of initiatives across the entire supply chain through
the implementation of the “CSR Questionnaire Survey” (see
P.51).

Information disclosure

The status of the Group’s human rights initiatives is reported
to the Board of Directors and published on our website and
other platforms.

We also respond to customer questionnaires on regarding
for human rights respect, submit reports to external evalu-
ation organizations, and address human rights initiatives as
necessary in stakeholder dialogues (see P.75).

Remedies

The Group has established a Corporate Ethics Hotline and
Harassment Counselors (see P.73) to handle reports and
consultations from officers and employees regarding human
rights risks.

Furthermore, we have established a “Inquiries” page (Japanese
/English) on our website to receive reports and inquiries from
stakeholders.

For any reports or inquiries received through these chan-
nels, we investigate the facts and promptly implement correc-
tive measures as necessary. We also strictly protect personal
information and prevent any disadvantageous treatment of
the reporting individual.
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Concept of human capital
Relationship between management strategy and
HR strategy

The Group is promoting an HR strategy that is linked to the man-
agement strategy. The measures and initiatives to realize our cur-
rent medium-term management plan “TRANSFORMATION for
TOMORROW 2027” are as follows. In addition, indicators and
targets for each theme will be reviewed as appropriate in light of
the status of the project.

Towards the realization of HR strategy

The Group recognizes that in order to promote management
strategy, it is essential to foster a corporate culture full of vitality
in which innovation can flourish. For this reason, we recognize
the need to increase opportunities for dialogue between man-
agement and employees, to share their expectations with each
other and give them concrete form. It is essential that every em-
ployee understands and empathizes with management policies
and strategies as their own responsibility, integrating them into
their daily work goals.

As a result, “achieving company goals and realizing the ide-
als of individual employees” become one and the same, and
we will promote HR strategies that are expected to improve
engagement as employees of manufacturing companies.

We launched new personnel system in April 2025. This
system incorporates mechanisms to encourage and evaluate
challenges through a success-based incentive program and
a new personnel evaluation system. It also establishes clear
job descriptions defining expected roles by position level and
implements mechanisms to evaluate behavior. These changes
aim for a more balanced evaluation and “fostering a corporate
culture full of vitality in which innovation can flourish.”

Through these measures, we aim to foster a vibrant orga-
nizational culture where innovation naturally emerges, starting
with creating an environment that inspires employees to take
on challenges.

We are confident that thoroughly communicating the purpose
of these measures internally and ensuring their consistent im-
plementation will improve engagement, promote human asset
development, and ultimately achieve innovation.

@ Please refer to this website for “human capital approach” E mrm
n
(Japanese only) T

https://www.daicolor.co.jp/csr/social/human/index.html

Human asset development and utilization
Approach to human asset development
Recognizing the importance of investing in human capital and
intellectual property and developing human assets, the Group
established the “Human Asset Development Policy” and
“Internal Environment Development Policy” in April 2023.

Please refer to this website for the “Human Asset Development  [m] 235
Policy” and the “Internal Environment Development Policy.” e

https://www.daicolor.co.jp/english/csr/policy/index.html
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Personnel system

As mentioned earlier, we launched the new personnel system in
April 2025. The core of this system revision is the personnel eval-
uation system. To enhance perceived fairness and acceptance
of appraisals, we revised appraisal criteria and introduced a new
evaluation axis called “Behavioral Evaluation.” By evaluating not
only visible “performance” but also “behavior” — which reflects
underlying aspects like skills, knowledge, and values — we aim
to achieve fairer evaluations and greater developmental impact.
Furthermore, by linking these results to compensation, we imple-
ment a system where “hard work is rewarded.” We will continue
to review and refine our personnel system, aiming to foster a
corporate culture full of vitality in which innovation can flourish.

Student recruitment and selection strategy

The Group conducts recruitment activities with the aim of finding
“people who can think and act for themselves” and “can pioneer
paths to the future.”

Through a “personality-focused” selection process that guar-
antees interviews for all applicants, we strive to understand
each candidate’s unique characteristics and values to prevent
post-employment mismatches. Furthermore, by providing op-
portunities for interviews with existing employees and Personnel
Department during the selection process and after conditional
job offers are made, we focus on conveying our corporate cul-
ture and career paths, enabling candidates to join with a con-
crete vision of their future contributions.

Active promotion of women, foreign nationals, and
mid-career hires

In July 2022, the Group established the “Human Rights Policy.”
We are working to eliminate human rights violations in hiring and
promotion, and provide equal opportunities to play an active
role. The percentage of female employees among new gradu-
ates hired in the last three years increased to 37%. By expand-
ing opportunities for female employees to be promoted to sales
departments and production sites, where the number of female
employees assigned has been low, and by reviewing systems
like childcare leave and ensuring diverse work styles aligned with
life events, the number of female employees who are active over
the long term is increasing year by year.

In addition, from the perspective of prioritizing the early occur-
rence of “human assets chemistry” we are actively creating op-
portunities for recruitment without distinction of gender, national-
ity, or time of recruitment. Through appropriate use of on-the-job
training and off-the-job training directly linked to the acquisition
of skills for daily work, a highly convincing and accurate person-
nel evaluation system, and fair opportunities for promotion, we
will gradually increase the ratio of women, foreign nationals, and
mid-career hires in managerial positions above the section Man-
ager level from 13.4% in FY2025 to 17% in FY2031.

Percentage of female employees among newly hired graduates
(domestic group)

Fy2021 FY2022 FY2023 FY2024 FY2025

26% | 34% | 4% | 3% | 38%

Percentage of female employees (domestic group)

FY2021 FY2022 FY2023 FY2024 FY2025

17% ‘ 18% ‘ 19% ‘ 20% ‘ 21%

Ratio of female, foreign nationals, and mid-career hires in managerial
positions* (domestic group)

FY2021 FY2022 FY2023 FY2024 FY2025  FY2031 (target)

11.0% ‘ 12.1% ‘ 12.0% ‘ 13.3% ‘ 13.4% ‘ 17.0%

Award system

Once a year, after careful consideration, the Group awards
the President’s prize to projects that have achieved signifi-
cant results, made significant improvements, or were started
by employees’ own initiative, in order to raise employee
motivation. We also introduce the results within the company
to raise motivation across the company.

Training system

The Group implements training programs tailored to the lev-
el of each employee. By accumulating training programs for
each level, we are able to instill our corporate philosophy and
compliance, improve employee skills, and enhance trust and
a sense of responsibility with our stakeholders.

“Career Development Training” combines with our career
path system to provide training that equips employees with
the skills required for higher positions and translates these into
tangible outcomes. “Quality Improvement Training” equips em-
ployees with the knowledge and skills necessary to practice
quality assurance and enhance quality management capa-
bilities, ensuring customers can use our products with confi-
dence. Due to upcoming changes in our personnel system, we
will continuously review training content. Accordingly, we have
added information on two items starting this fiscal year.

Major training results for FY2025 (domestic group)

Total number of  Total training Training cost

trainees hours (excluding tax)

Individual training 431 persons 4,019 hours 11,300,351 yen
Career development

training 196 persons 1,916 hours 8,580,664 yen
Quality improvement

training 141 persons 914 hours 1,466,143 yen
Harassment training 28 persons 168 hours 462,000 yen
Subtotal 796 persons 7,017 hours 21,809,158 yen

Comfortable work environment

The Group recognizes that promoting workplace develop-
ment from the perspective of both “job satisfaction” and “ease
of work” will lead to employee retention and success, produc-
tivity, and business performance improvement. For example,
to retain young employees, we provide continuous support
over the first three years after initial assignment through a
communication sheet involving the young employee, their
assigned department, and the Personnel Department. We
have also introduced a mentor system. We train mentors in

CSR and ESG Initiatives

approaches that prioritize psychological safety to help new
employees smoothly adapt to their work and workplace. We
foster an environment conducive to open communication and
maintain a workplace where employees can work in a healthy
manner, both mentally and physically.

Employee benefits

The Group has introduced a funded defined-benefit pension
plan and a lump-sum retirement allowance provided by the
company as retirement benefits.

Furthermore, we support employees’ voluntary efforts in
as-set building by combining measures such as a corporate
defined contribution pension plan that is optional for employ-
ees, a property accumulation savings plan, and an employee
stock ownership plan.

Employee engagement survey

To foster a supportive workplace environment, the Group reg-
ularly conducts employee engagement surveys. In our current
medium-term management plan, we have set engagement
scores as KPIs for our HR strategy. Based on the survey re-
sults, we will implement approaches tailored to each organi-
zation, with the aim of improving employee job satisfaction
and motivation.

Labor-management council

To maintain and improve sound labor-management relations,
the Group holds labor-management council meetings on a reg-
ular basis to foster a relationship of trust based on dialogue
(eight meetings were held in FY2025). At the labor-manage-
ment council meetings, management information and work-
place issues are shared, and working conditions are improved
through active exchange of opinions.

The Group’s labor union membership rate (union mem-
bership rate of employees with the right to join a labor union)
is 98.9%.

Roundtable discussions between Directors
and young employees

As part of our HR strategy, Directors visit each bases to
hold roundtable discussions with young employees.

During FY2025, we held 22 sessions.

By engaging in frank exchanges about the company’s
future direction, daily challenges, and proposals, Directors
and young employees share mutual expectations and
improve engagement.

* We do not set targets for women, foreign nationals, or mid-career hires because we believe that excellent employees should be promoted to management positions
without preference for women, foreign nationals, or mid-career hires, and that setting numerical targets for each attribute violates equality of opportunity. We have set a
mid-term target for the promotion of women, foreign nationals, and mid-career hires to managerial positions as a total figure and are monitoring the situation.
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Diversity & inclusion

Leveraging skills and
diversity cultivated
across industries

to contribute to
sustainable growth

Manager, Bando Group
Material Procurement Department,
Central Purchasing Division

In my previous role, | spent approximately 10 years in
a different industry, primarily engaged in supply chain
management and cost optimization. After joining as a mid-
career hire, | worked at the Kawaguchi Production Plant
and am currently a member of the Bando Group.

My primary responsibilities now involve negotiating
with suppliers and internal stakeholders to ensure
stable procurement of raw materials, supporting stable
production activities within the manufacturing department.
Additionally, as a manager, | consider it a key role to
support the overall performance improvement of the team
and the growth of each individual member.

| feel our company is a flat organization that fairly
evaluates individual ability and motivation, regardless
of gender or background, and provides opportunities
for contribution. | particularly feel that being a woman
and a mid-career hire allows me to leverage my unique
background as a strength. By utilizing my accumulated
experience, | aim to bring new perspectives and value
to the organization and play a part in developing human
resources with multifaceted viewpoints.

Moving forward, | intend to contribute to the company’s
sustainable growth by strengthening purchasing
strategies while leveraging my career experience. | also
aim to actively share insights on diverse work styles and
career paths, not only focusing on my own growth but
also striving to be a role model for female employees and
junior colleagues who joined mid-career, so they feel “they
can thrive here.”

Furthermore, | aspire to build a vibrant team where we
work enjoyably, supporting each other with consideration,
embracing new challenges, and growing together.

Integrated Report 2025
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Support for diverse work styles

We believe that each employee’s ideal work style changes de-
pending on his or her lifestyle and life stage.

We respect the diverse work styles envisioned by our em-
ployees and have introduced following various systems to en-
able them to realize their ideal work styles.

Childcare and nursing care system

To enable employees to balance childcare and nursing care
with work, we are working to improve the employment en-
vironment by making it easier to take childcare and nursing
care leave, introducing reduced hour work and flextime sys-
tems, etc.

In FY2021, we extended the scope of the childcare flextime
system until the child reaches the fourth grade of elementa-
ry school, and enable employees to work both shorter hours
and flextime systems.

In addition, in FY2024, we established a system for male
employees to take childcare leave in installments. We are
also working to create a culture that encourages male em-
ployees to take childcare leave by sharing their experiences
within the company.

Additionally, in FY2026, in accordance with revisions to the
Act on Childcare Leave, Caregiver Leave, and Other Mea-
sures for the Welfare of Workers Caring for Children or Oth-
er Family Members, we have extended the age eligibility for
child nursing leave to children up to the completion of the
third grade of elementary school. We have also added class
closures, entrance ceremonies, and graduation ceremonies
as additional reasons for taking this leave.

In FY2025, 73.2% of eligible male employees (non-con-
solidated) and 100% of eligible female employees took child-
care leave. A total of 91 employees took advantage of the
reduced work hours and flextime systems, showing a steady
increase in the number of male as well as female users of
these systems.

Reemployment system after retirement

We have introduced a system aimed at passing on (inherit) the
skills and wisdom gained through years of work experience,
utilizing human assets, and supporting employees’ life plans
after retirement. The system offers one-year reemployment,
providing temporary employment contracts until the employ-
ee reaches the age of 65 after retiring at 62. In FY2025, the
number of employees using the retirement reemployment
system was 113.

Employment of people with disabilities

Dainichiseika’s employment rate of people with disabilities
(non-consolidated) for FY2025 was 2.56%. We will continue
to make efforts to achieve long-term employment for people
with disabilities, taking their aptitudes into consideration.

CSR and ESG Initiatives

E Occupational Health and Safety =~ seca

The Group believes that all employees working in a safe and comfortable working environment will lead to improved productivity,
maintenance and improvement of quality, and increased job satisfaction for employees. Accordingly, we established our “Health
and Safety Policy” in 2022. In addition to complying with relevant laws and ensuring safety, we are promoting autonomous
management of occupational health and safety activities to promote health and enable employees to work for longer.

Promotion system

Under the direction of Representative Director and President
and the director in charge of the Plant Operation Structure,
the Health and Safety Committee at the Head Office and each
production base share risks and countermeasures to improve
occupational health and safety and disaster prevention. The
status of these efforts is audited by the Internal Audits Division
and the Corporate Health and Safety Committee.

Targeting zero accidents and zero occupational
injuries

At the Group’s production sites, we ensure risk assessment
of chemical substances, evaluate the hazards and toxicity of
each chemical substance handling process and ensure that
all workers on site are aware of how to deal with risks to pre-
vent occupational accidents and incidents. Each workplace
discusses the causes of and countermeasures for accidents
and disasters that have occurred by applying them to their own
workplaces to increase the sense of responsibility and dissem-
inate the discussions throughout the Company. We are also
taking account of recent trends in workplace accidents and im-

plementing company-wide preventative measures. We provide
education using virtual reality (VR) to simulate hazardous situ-
ations, and have strengthened education for site supervisors,
who are crucial to worksite safety.

The site supervisors training conducted by an in-house
instructor

Occupational accident incidence

In FY2025, there were three lost time injuries with a frequency
rate of 0.85 (1.96 in the previous year) and an intensity rate of
0.002 (0.064 in the previous year). There were no occupation-
al illnesses or fatalities.

The Group (domestic) Manufacturing industry average Chemical industry average
FY2023 FY2024 FY2025 FY2023 FY2024 FY2025 FY2023 FY2024 FY2025
Number of lost-time accidents 15 7 3 — — — — — —
Frequency rate 415 1.96 0.85 1.25 1.29 1.3 1.16 1.04 1.28
Intensity rate 0.031 0.064 0.002 0.08 0.08 0.06 0.06 0.08 0.04

Number of lost-time accidents: Work-related accidents requiring work stoppage starting the day after the incident. Frequency rate: Number of work-related accident
casualties per million aggregate extended actual working hours, indicating the frequency of accidents. Intensity rate: Number of lost-work days per 1,000 extended aggregate
working hours, indicating the severity of accidents. Manufacturing: Average for companies with 100 or more employees. Chemical Industry: Average for companies with 100
or more employees. Data Source: Ministry of Health, Labour and Welfare’s Industrial Accident Trends Survey (2022-2024)

Health and Safety Committee

Health and Safety Committee, composed of members man-
dated by the Industrial Safety and Health Act, are held month-
ly at each base. These committees discuss and resolve health
and safety issues.

Discussions cover problems identified during KY (hazard
prediction) patrols and causes of occupational injuries occur-
ring at other bases. Continuous improvement activities are
conducted to prevent occupational injuries.

Corporate Health and Safety Committee

The Group has established a Corporate Health and Safety Com-
mittee, chaired by the officer in charge of the Plant Operation
Structure, to oversee the Health and Safety Committees estab-
lished at each base from a company-wide perspective and en-
hance their functionality through mutual cooperation.

This Corporate Health and Safety Committee conducts
patrols of production sites with members possessing diverse

expertise, identifies unsafe work practices and equipment-re-
lated issues, and implements measures to prevent accidents
before they occur. During FY2025, these patrols were con-
ducted at 10 business sites.

Furthermore, we hold company-wide committee meetings
twice a year with the Health and Safety Committee from all
domestic bases. By exchanging opinions with other sites and
discussing company-wide challenges, we strive to create a
safe and comfortable workplace environment.

A health and safety patrol
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@ Health Management

Concept of health management

The Group recognizes that enhancing human capital and
improving productivity are both critical to achieving “sustain-
able enhancement of corporate value.” To create a workplace
where employees can work healthily and energetically, we es-
tablished our Health Management Policy in September 2023.
Under this policy, with the Representative Director and Pres-
ident responsible for promoting continuous and specific ac-
tivities, we continuously advance measures to enhance em-
ployees’ physical and mental well-being. Specifically, starting
in FY2024, we established a health management promotion
framework and identified health issues. In FY2025, we formu-
lated a health management strategy and implemented activi-
ties to raise employee health awareness, deploying initiatives
centered on personnel responsible for each nationwide base.
For FY2026, we will formulate a more advanced health man-
agement strategy and further strengthen collaboration with
our health insurance association, each base, and our occu-
pational physicians. By improving our business performance,

Measures and roadmap for health management

FY2025 (actual results)

HR Strategy/Health Management Strategy
® Disclosure of strategy map and health-related KPls
Measures for key KPIs
= Absenteeism improvement
= 0.1 point improvement
= Presenteeism improvement
= 0.7 point deterioration
= Work engagement improvement
= 0.3 point improvement
Health awareness enhancement initiatives
® Initiatives engaging all bases
= Healthy meals, no-smoking day, exercise apps
Webcasts of occupational physician seminars
(sleep, alcohol consumption, eye strain,
shoulder stiffness/stress, hay fever, etc.)
Continuing to address existing health
challenges and identifying new ones
® Revision of the strategy map

to long-term

awareness
participation

rates

® Revise strategy map

Health management promotion system

Head of health management Representative Director and President

Instructions i Reporting

Officer in charge of health management

Personnel & General Affairs Division Relevant Director or Titled Executive Officer

Instructions Reporting

Health management promotion organization

General Manager of Personnel & General Affairs Division <
Personnel & General Affairs Division,
Dainichiseika Health Insurance Association
Each base and group companies
(General Affairs Department, Health and Safety Committee) <

Initiatives

Survey results

Employees and their families

Integrated Report 2025

FY2026 (implementation)

HR Strategy/Health Management Strategy

® |[dentify ongoing health issues and new issues
based on key KPI performance
= Disclose new strategy map

Enhance health awareness and reduce health
insurance medical expenses over the medium-

Focus on early disease detection and
prevention of severe conditions among
the elderly, while further enhancing health

Social

we will return benefits to our employees’ lives, and we will
build a relationship where the Group, society, and employees
are all in a WIN+WIN+WIN situation.

Photo 1: Nationwide web broadcast of the ‘Industrial Physician Health Seminar’
initiative implemented since FY2025.
Recent themes: Sleep, alcohol consumption, eye strain, stiff shoulders,
stress, hay fever, etc.

Photo 2: Initiative implemented in FY2026: ‘Improving Measurement Habits
through Blood Pressure Monitor Installation.’
Aims to prevent the worsening of lifestyle-related diseases by raising
health awareness among employees in their late 40s to 50s who are
approaching the senior generation.

FY2027 and Beyond (planned)

HR Strategy/Health Management Strategy

©® Key KPlIs (3-year) performance review and
evaluation

® Creation and disclosure of new strategy map

Enhancing health awareness and reducing

medium- to long-term health insurance

medical costs

® Policy effectiveness (KPI verification)
Understanding and addressing health issues
® Strategy map revision

= Increase comprehensive health checkup

= Improve detailed examination participation

Understanding and addressing health issues

@ Please refer to this website for “health management.”
(Japanese only)

https://www.daicolor.co.jp/csr/social/health/index.html

Health management strategy map

Health issues

CSR and ESG Initiatives

Health investment effectiveness

Issues discussed with
the occupational
physician, health
insurance association,
and general affairs
departments at each
base based on analysis
results of health
checkups, stress
checks, and labor
metrics.

Specific initiatives

Awareness & Education

® Briefings and discussions by the
secretariat with personnel at all
national bases

® Briefings at each base’s Health and
Safety Committee

® Implementation of comprehension
surveys

@ Distribution of the ‘Health
management newsletter’ to all
employees

Improving employee awareness

Expected effects

Targeted effects

Management issues to
be addressed through
health management

Risk of visceral fat
obesity

Risk of hypertension

Industrial physician seminar

(webcast)

® Sleep, alcohol consumption,
eye strain, lifestyle-related
diseases, etc.

Improving rates of health checkup

@ Rate of regular health checkups
FY2027 Target: 100%

® Rate of specific health checkups
FY2027 Target: 100%

® Rate of specific health guidance
FY2027 Target: 20.0%

Risk of diabetes

Risk of liver dysfunction

Exercise support
® Walking events using exercise
support apps, etc.

Risks associated with
alcohol consumption

Meal support
® Continued provision of healthy
meals at the employee cafeteria

Risk of inadequate
sleep

Promotion of health screenings
Increase screening rate for
employees aged 55 and over

uleay [eoishud

Top health insurance

medical expenses

® Cardiovascular
diseases
(hypertension,
cerebral hemorrhage)

® Neoplasms (cancer)

Addition of specific health check
items
® Fundus examination

Blood pressure measurement
habit

® |nstallation of blood pressure
monitors

Improving health awareness

® Rate of comprehensive medical
examination participation
FY2027 Target: 100%

@ Rate of people with appropriate
exercise habits™'
FY2027 Target: 37.3%
=Achieved in FY2025 (39.8%)

@ Rate of people with appropriate eating
habits*'
FY2027 Target: 62.3%

® Rate of people with appropriate
drinking habits*'
FY2027 Target: 86.8%

® Rate of people with appropriate
sleeping habits*!
FY2027 Target: 67.6%

Risks for smokers

Company-wide no-smoking day

® Display materials to increase
smoking cessation intention
rate

Smoking rate*'
® Target for FY2027: 26.2%

Reduce rate of
individuals requiring
specific health
guidance
(lifestyle-related
disease risk)

Reduce medium- to
long-term health
insurance medical
expenses

Improving absenteeism
(being able to come to
work in good health)

Improved stress
response

Implement stress check self-care
education
® Self-analysis training

Improve stress check participation rate
® Target for FY2027: 95.4%

Line manager-led health support

® Assess and improve workplace
environment

® Support returning to work for
those on leave

<
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Enhanced
psychological safety

High-stress workplace support
® Management training for target
workplaces

Improve utilization rate of counseling for
people under high stress

Reduce rate of
people under high
stress

Improving presenteeism
(a state in which
employees are able to
work energetically
without feeling any
physical or mental
discomfort)

S[euelewW [BUOIOUNS JO Piel 8y} Ul Auedwoo Jus|jeoxe Uy

Harassment training
® Training for counselors
® e-Learning for employees

Improve management awareness of
workplace stress

Improve harassment

Reduce recurrence
of stress-related
ilnesses
(improved
psychological safety)

Securing time for
healthy and fulfilling
lives

Annual paid leave utilization

promotion

® Reports submitted via
organizational leaders by the
end of the third quarter

Improve annual paid leave utilization rate
® FY2027
Target: 15.5 days/year

Choice of diverse work
styles and lifestyles

20UB[Rq B)|-HOM

Overtime restrictions
® Monthly warnings issued via
organizational leaders

Reducing overtime hours

® FY2027
Target: Eliminate 80 hours of overtime/
month

Promoting childcare leave

® Inform managers and
employees (male and female
employees)

Reduce turnover rate through effective
system utilization
® FY2027 Target: 1.7%

Improve work and
family satisfaction

Improvement in work
engagement (a state of
innovation and vitality)
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[ ] Measures implemented since FY2025 [ |New Measures to Be Implemented in FY2026

*1 Among health insurance subscribers aged 40 and over

While physical health, mental health, and work-life balance are linked to the most highly relevant areas, we formulate strategy maps and implement PDCA cycles while also
identifying and analyzing relevance to other areas.

Promoting mental health care

Health & Productivity Management Outstanding

® Occupational physician
® External counselor

P> @ Health support partner
company

® Dainichiseika Labor Union

Evaluation
,,,,,,,,,,,,,,,,,,,,,,,,,, ® Corporate Health and
Safety Committee

Coordination

(advice, etc.)

The Group is taking comprehensive measures to promote
mental health, including activities to prevent mental illness and
support a smooth recovery from leave of absence. We began
voluntarily conducting stress checks in 2014, before the revi-
sion of the Industrial Safety and Health Act. The response rate
was 93% for both FY2024 and FY2025. In FY2025, we intro-
duced a new initiative: providing support to high-stress work-
places using Action Plan Sheets (workplace improvement
plans). We will continue to actively pursue initiatives aimed at
creating a more comfortable workplace.

Organization (Large Enterprise Category)

In 2025, we continued to apply for and were certified as a 2025
Certified “Health & Productivity Management Outstanding Or-
ganization (Large Enterprise Category)” by the Ministry of Econ-

omy, Trade and Industry (MET) ‘/

and Nippon Kenko Kaigi. We g —

i i e 4
will continue to advance health :\
management, aiming to further -

I ; 2025
maintain and |mprov§ employee B AR B S A
health, enhance motivation, and ! -

KENKO Investment for Health
increase productivity.
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As the Company with a Board of Company Auditors, we ap-
propriately supervised and audited the execution of duties by
Directors. Furthermore, by electing an appropriate number of
Qutside Directors, we enabled transparent and rational deci-
sion-making within the Board of Directors, facilitated by the
active expression of opinions from these Outside Directors
from a neutral standpoint.

Corporate governance structure

Pursuant to a resolution at the 122nd Annual General Meet-
ing of Shareholders held in June 2025, we transitioned from a
Company with a Board of Company Auditors to a Company
with an Audit and Supervisory Committee. By incorporating
the perspectives of Director who is an Audit and Supervisory
Committee Member into Board decisions, we will strive to fur-
ther strengthen our corporate governance.

General Meeting of Shareholders ‘

Instruction

_— >
Reporting
o
o
k] 2
) =4
8| |E
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A
A A Coordination
Auditing and i e S
Supervising ! Coordination
: \4

f Operating Committee
:V of Top Management
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A

Buisiniadng
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Representative Director
and President

Election Election Election
and dismissal and dismissal and dismissal
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Auditing and Coordination
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CSR/ESG Promotion Group Headquarters

Corporate Management

Internal Audits Division

Committee

Operating Control
Committee

Management Liaison
Committee

Officer in charge

Business Structure, Business Promotion Structure, R&D Structure, Plant Operation Structure, HR Strategy Structure, Group companies

Decision making and business execution system

Qur company clearly defines the scope of decision-making
authority and responsibility for significant business execution
in our Authority and Responsibility Regulations. Particularly
important matters are thoroughly deliberated in appropriate
meeting bodies, such as the Operating Committee of Top
Management, Corporate Management Committee, or Oper-
ating Control Committee, depending on their content, before
being submitted to the Board of Directors for decision-making.
Matters decided by the Board of Directors are executed under
the responsibility of the Director in charge of operations or the
Titled Executive Officer in charge. Progress and results of ex-
ecution are reported to the Board of Directors as necessary.
Other matters not deliberated by the Board are decided by the
decision-makers designated in the Authority and Responsibility
Regulations and executed by the responsible organization. This
structure enables rational and prompt decision-making and op-
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erational execution through appropriate delegation of authority.

Audit system

QOur Audit & Supervisory Board enhances the effectiveness of
financial audits and operational audits by regularly exchanging
information and closely coordinating with the Financial Auditor
and the Internal Audits Division. Furthermore, Audit & Supervi-
sory Board Members have the right to attend Board of Direc-
tors meetings and other important meetings, request explana-
tions as necessary, and express opinions. They also have the
right to inspect important documents such as meeting minutes
and approval documents. This enables them to confirm that
the Group’s decision-making and business execution are con-
ducted lawfully and appropriately, including the status of Direc-
tors’ execution of duties, the rationality of decision-making in
business execution, and the effectiveness of internal controls.

Nomination and Remuneration Committee

The Company has established a Nomination and Remuner-
ation Committee as a voluntary body, composed of three or
more directors, a majority of whom are Outside Directors. The
Committee operates under its own regulations. The Represen-
tative Director and President or other Directors consult with the
Committee on important decisions and obtain its recommen-
dations. This ensures the fairness and transparency of deci-
sions made by the Board of Directors and Individual Directors.
Members of the Nomination and Remuneration Committee are
elected by resolution of the Board of Directors, with the Chairper-
son selected by mutual vote from among the Outside Directors.
Furthermore, considering the importance of the matters consult-
ed, Outside Audit & Supervisory Board Members may attend as
observers to confim whether deliberations were conducted ap-
propriately. The Committee may also request the attendance of
relevant parties concerning agenda items to seek explanations.
The scope of consultation primarily covers matters related to
personnel decisions for Directors and Titled Executive Officers,
policies regarding the determination of compensation amounts
or calculation methods, individual compensation amounts, suc-
cession planning, and evaluations of the Board’s functionality. If
the Representative Director and President or any other Director
requesting consultation is a party to the matter under consulta-
tion, they are prohibited from participating in that consultation.
Minutes are prepared for the Nomination and Remunera-
tion Committee’s consultations and recommendations, con-
firmed by all attending members, and retained for 10 years.
As of March 31, 2025, the Nomination and Remuneration
Committee consists of two QOutside Directors and one Inside
Director, with Mr. Yoshiaki Nakagawa, an Outside Director,
serving as Chairperson.

Outside Director and Auditor Liaison Committee

In addition to holding regular meetings of the Outside Director
and Auditor Liaison Committee, which consists of all Outside
Directors, our company also convenes meetings as needed.
We provide Qutside Directors with timely and appropriate
information by summarizing key points regarding important
matters related to business execution, the status of respons-
es to legal and regulatory changes, and management issues.
This meeting serves as an opportunity for Outside Directors
to deepen their understanding through the exchange of opin-
ions. By reducing the information gap between inside and
Outside Directors, the Outside Directors can freely and open-
ly express their opinions from a fair, impartial, and objective
standpoint during Board of Directors, enabling the Board to
function as an effective forum for discussion.

As of March 31,2025, the Outside Director and Auditor Liaison
Committee consists of two Outside Directors and two Outside Au-
dit & Supervisory Board Members. No chairperson is designated.

The Company elects candidates for the position of Repre-
sentative Director and President based on its Standards for
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election of Directors. After consulting with the Nomination and
Remuneration Committee, the Board of Directors makes the
final decision based on the Committee’s recommendation.

In electing the Representative Director and President, we
consider not only the candidate’s age, gender, motivation,
and achievements, but also their knowledge, experience, and
skills related to items we deem important for Directors’ execu-
tion of duties and included in our skills matrix. These include
leadership and command abilities concerning corporate man-
agement and business strategy, as well as knowledge and
skills related to CSR, ESG, and compliance. We also consider
the balance with the knowledge, experience, and skills pos-
sessed by other Director candidates.

Simultaneously, the decision is made after comprehensive-
ly considering the candidate’s performance and explanations
during Board of Directors meetings and other important internal
meetings. Currently, we do not have Standards for election of
the Representative Director and President or a candidate list
for the Representative Director and President distinct from the
Standards for election of Directors. However, we believe that by
accurately executing these processes, we can sufficiently de-
termine whether a candidate possesses the appropriate quali-
ties to serve as Representative Director and President.

Regarding Koji Takahashi, our Representative Director and
President, we evaluate him as an individual who, primarily
from a management perspective, has accumulated extensive
practical experience and possesses thorough knowledge of
all business operations through his involvement in the com-
pany’s overall affairs. Simultaneously, we recognize him as
someone capable of demonstrating strong leadership in cor-
porate management and business strategy. We judge that
fully leveraging his experience and insights within the Board
of Directors can significantly enhance the effectiveness of the
Board’s decision-making and supervisory functions. Further-
more, we believe he is central to the steady execution and
achievement of the current medium-term management plan
announced in June 2024, while also being able to steadily
contribute to enhancing the corporate value of the Group.

In order to improve the effectiveness of the Board of Directors,
we conduct an analysis and evaluation of the effectiveness of
the Board of Directors as a whole once a year.

Evaluation summary

Evaluation The Company’s Board of Directors meetings (5 times in total) held

target between July and November 2024

The Company’s Directors, Audit & Supervisory Board Members, and

Titled Executive Officers (16 people in total)

* At the Company, Titled Executive Officers also attend Board of
Directors meetings as those responsible for business execution.

Evaluators

Evaluation

method Questionnaire (developed with advice from an external organization)

(1) Board of Directors composition (appropriateness of members,
careers, etc.)

(2) Board of Directors role (appropriateness of discussions on
management strategy and medium-term management plans, results
analysis, performance evaluation, etc.)

(3) Board of Directors operation (appropriateness of materials,
appropriateness of items for discussion and reporting, time
allocation for items for discussion and reporting, etc.)

(4) Free-form comments (general evaluation)

Conducted in November each year, with results reported to the Board

of Directors in December

Implementation  * An opportunity to review the performance of Directors who have been

period in office for approximately six months is used to assess the overall

performance of the directors, identify any issues, and address them in
the execution of their duties during the second half of the year.

Evaluation
items
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Results of the analysis and evaluation of the
effectiveness of the Board of Directors for FY2025

The analysis and evaluation of the Board of Directors’ effective-
ness and a summary of the results are as follows.

The Company’s Board of Directors is composed of directors
with expertise in various fields, elected in a balanced manner. It
also includes three Outside Directors (excluding Directors who
are Audit and Supervisory Committee Members) with experi-
ence in executive roles at other companies or organizations, as
well as in auditing and supervising functions, and two Outside
Directors who are Audit and Supervisory Committee Members.
This composition ensures the Board possesses the necessary
knowledge, experience, and skills required of a Board of Direc-
tors. The Company judges that this structure sufficiently ensures
the Board’s effectiveness in decision-making and meeting op-
erations.

The effectiveness of the Board as a whole is specifically en-
sured through the following methods:

1. Meetings are held monthly as a rule, allowing ample time for delib-
eration on important matters while maintaining a focused and timely
operation.

2. The Board thoroughly analyzes results, such as business plans,
during its meetings.

3. When necessary, materials required for Board deliberations are
compiled with appropriate content and volume. The Board Sec-
retariat provides explanations on agenda items and the underlying
business context in advance, deepening understanding. This en-
ables active discussion and thorough deliberation during Board of
Directors.

4. Progress and results of resolved matters are reported to the Board
of Directors as appropriate, ensuring proper monitoring and over-
sight of duty execution.

The Board of Directors conducts an annual survey in Novem-
ber regarding the composition, operation, effectiveness, and
appropriateness of the Board of Directors. This survey is ad-
ministered to Directors and attending Titled Executive Officers.
The results are reported at the Board of Directors the following
month in December to share information.

For FY2025, the Board of Directors continued to receive gen-
erally high evaluations from the previous year regarding both its
composition (number of Directors, diversity in terms of career
backgrounds, knowledge and understanding of business op-
erations, etc.) and its operations (frequency of meetings, num-
ber and content of items deliberated and reported, deliberation
time, etc.). However, regarding individual items, while the Board
of Directors functions as a venue for constructive discussion on
important matters such as management strategy, the current
medium-term management plan, and investment plans, the
lack of depth in cause-and-effect analysis within Board mate-
rials was recognized as a current challenge. It was suggested
that further agenda items for broad strategic discussions with
a forward-looking perspective are expected going forward. To
facilitate active exchange of opinions at the Board of Directors,
the monthly Outside Director and Auditor Liaison Committee pro-
vides an overview of the content and key points of agenda items
to be submitted to the Board.

Furthermore, starting in October 2024, a new “Corporate
Management Committee” was established as an operational
meeting body. This deepens discussions among Inside Directors
on a wide range of management issues and strategies, enhanc-
es understanding of various points for resolving challenges, and
promptly shares this content with Outside Directors. This ensures
that the content and key points of important matters are orga-
nized in advance, enabling the Board of Directors to evolve into
an even more dynamic forum for discussion.

Furthermore, depending on the theme, separate meetings
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with internal officers and responsible personnel are scheduled.
This creates flexible discussion forums outside the Board of Di-
rectors, increasing opportunities for exchanging opinions.

Transition to a Company with an Audit and
Supervisory Committee

The Company proposed and obtained approval at the 122nd
Annual General Meeting of Shareholders held on June 27,
2025, to transition from the Company with a Board of Com-
pany Auditors to a Company with an Audit and Supervisory
Committee. This transition aims to strengthen the auditing and
supervising functions over the execution of duties by Directors,
further enhance the fairness, objectivity, and transparency of de-
cision-making, and ensure prompt and efficient business execu-
tion. As of June 30, 2025, the Audit and Supervisory Committee
consists of three Directors who are Audit and Supervisory Com-
mittee Members, including two Outside Directors serving in this
capacity. This brings the ratio of Outside Directors to the total
number of Directors to 50%, further enabling the free and open
expression of diverse perspectives by Outside Directors. This
enhances the objectivity and effectiveness of discussions within
the Board of Directors.

Furthermore, the Audit and Supervisory Committee imple-
ments a three-pronged audit approach through strong collab-
oration with the Financial Auditor and the Internal Audits Divi-
sion, which is independent from business operations. By having
Directors who are Audit and Supervisory Committee Members
review each audit result, the Committee enhances the effective-
ness and quality of the audits.

The “Policy on Determining the Amount or Calculation Method
of Executive Compensation” established as the basic policy re-
garding compensation for Directors and Auditors is recognized
as a significant matter pertaining to management policy and
strategy. Its content is reviewed at the Operating Committee
of Top Management after which the Representative Director
and President consults with the Nomination and Remuneration
Committee. The Board of Directors makes the final decision
based on the Committee’s report.

The annual compensation for Directors shall be within 500
million yen (including up to 50 million yen for Outside Directors;
excluding employee compensation). The Board of Directors is
authorized to determine the specific amount for each Director,
the timing of payment, and other details. This was resolved at
the 111th Annual General Meeting of Shareholders held on June
27, 2014. Furthermore, at the 118th Annual General Meeting
of Shareholders held on June 29, 2021, it was resolved to in-
troduce a restricted stock compensation system as perfor-
mance-linked compensation for Inside Directors. The monetary
compensation claims paid for granting restricted stock shall be
within the aforementioned compensation range, not exceeding
50 million yen annually (excluding employee salaries). The specif-
ic timing and allocation for each eligible Director shall be entrust-
ed to the Board of Directors. Within this range, compensation
shall be paid based on an appropriate level determined by con-
sidering performance, duties, experience, and insight, while also
ensuring consistency with employee compensation. The com-
pensation for Inside Directors consists of two components: (1)
a fixed monthly base compensation, and (2) stock remuneration
based on a restricted stock remuneration system, paid once a
year. The compensation for Outside Directors consists solely of
(1) base compensation.

The amount of individual base compensation and stock-
based compensation is determined and paid as an annual
amount reflecting individual performance evaluations, calculat-

ed according to the Director’s position and rank in accordance
with the “Remuneration Regulations for Directors and Corporate
Auditors.” The position of each Director is determined by resolu-
tion of the Board of Directors based on proposals made by the
Representative Director and President, considering each Direc-
tor's expertise, background, and contribution to performance,
and after consultation with and receiving recommendations
from the Nomination and Remuneration Committee. The rank
of each Director is determined by the Representative Director
and President after consultation with and receiving recommen-
dations from the Nomination and Remuneration Committee.
Furthermore, regarding the determination of individual Director
compensation, the Board of Directors confirms that the advice
and recommendations of the Nomination and Remuneration
Committee are fully respected and then delegates the final deci-
sion to the Representative Director and President.

Furthermore, in addition to the above, as a form of perfor-
mance-linked compensation, management bonuses may be
paid when annual performance improves and profits significantly
exceed plans. When paying management bonuses, the Repre-
sentative Director and President proposes the amount, obtains
consultation and recommendations from the Nomination and
Remuneration Committee, and then submits the matter to the
General Meeting of Shareholders for approval.

The basic policy regarding remuneration for auditors is to pay
at an appropriate level based on consideration of performance,
skills, duties, experience, and insight, while ensuring consistency
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with employee compensation and taking into account Director
remuneration. Specifically, the 89th Annual General Meeting of
Shareholders held on June 26, 1992, resolved that the annual
remuneration for auditors shall not exceed 95 million yen, and
that the specific amount for each auditor, the timing of pay-
ment, and other details shall be determined through consulta-
tion among the auditors. In accordance with the “Remuneration
Regulations for Directors and Corporate Auditors,” only base
compensation is paid. Furthermore, similar to Directors, bonus-
es for officers may be paid.

Furthermore, pursuant to a resolution at the 122nd Annu-
al General Meeting of Shareholders held on June 27, 2025, the
Company transitioned from a Company with a Board of Company
Auditors to a Company with an Audit and Supervisory Commit-
tee. At that same shareholders’ meeting, it was resolved that the
remuneration for Directors (excluding Directors who are Audit and
Supervisory Committee Members) shall be within 500 million yen
per year (of which, up to 50 million yen shall be per year for Out-
side Directors (excluding Directors who are Audit and Supervisory
Committee Members), but excluding employee salaries), mone-
tary compensation claims for granting restricted stock to Inside
Directors (excluding Directors who are Audit and Supervisory
Committee Members) within the aforementioned compensation
shall be within 50 million yen annually (excluding employee sala-
ries), and compensation for Directors who are Audit and Supervi-
sory Committee Members shall be within 95 million yen annually).

Total remuneration for each classification of officer, total remuneration by type of remuneration, and number of Directors and officers covered by

the plan (FY2025)

Total remuneration, etc.

Classification of officer (millions of yen)

Total amount of remuneration, etc. by type (millions of yen)

Number of Directors

Restricted stock and officers covered

Basic remuneration Bonus Ao by the plan (persons)
Directors (excluding Outside Directors) 174 161 — 13 6
Audit & Supervisory Board Members (excluding Outside 32 32 _ . 2
Audit & Supervisory Board Member)
Outside Officers 34 34 — — 5

In accordance with our “Basic Policy on Cross-Shareholdings,”
we have decided to reduce the number of shares we hold in
companies other than our business partners, with the am of
achieving sustainable growth and enhancing our long-term cor-
porate value. Each fiscal year, the Board of Directors examines
each individual stock from the perspective of the purpose of
holding, the benefits and risks associated with holding, the cost
of capital, etc., and determines whether or not to hold the stock.

In FY2025, we sold all of our holdings in six stocks and partial-
ly sold our holdings in nine stocks, after considering the status
of transactions with the companies in which we hold shares, our
management strategy, and other factors, and comparing and
examining the dividend yield and earnings from transactions on
the stocks we hold with our cost of capital.

Furthermore, under the three-year medium-term management
plan “TRANSFORMATION for TOMORROW 2027,” the Compa-
ny aims to reduce its strategically held shares by more than 15%
over the three-year period from FY2025 to FY2027. For FY2025,
the Company achieved a reduction of approximately 3% by fully
selling six holdings, partially selling nine holdings, and reducing
two holdings through liquidation.

Regarding the exercise of voting rights for shares held, we
make appropriate decisions and exercise these rights in accor-
dance with our “Criteria for the Exercise of Voting Rights” from
the perspective of enhancing long-term corporate value and
strengthening the relationship with the Company.
< Basic Policy on Cross-Shareholdings >
1. Purpose of holding

Dainichiseika Group acquires and holds shares in its business

partners for purposes other than pure investment (so-called
cross-shareholdings) in order to achieve sustainable growth
and enhance long-term corporate value.

2. Verification of appropriateness of holding
At least once a year, Dainichiseika Group will conduct a quan-
titative evaluation of whether the dividend income and trading
income, etc. of the company in which it holds shares is com-
mensurate with Dainichiseika Group’s cost of capital, etc.,
and will also conduct a qualitative evaluation of the status of
transactions with the Company in which it holds shares and
Dainichiseika Group’s management strategy, etc., and Dain-
ichiseika Group’s Board of Directors will verify the appropri-
ateness of holding the shares.

3. Holding and reduction
If the appropriateness of holding cross-shareholdings is
verified and it is determined that Dainichiseika Group does
not have a valid reason for holding them, such cross-share-
holdings will be reduced.

<Criteria for Exercising Voting Rights>

1. Policy on exercising voting rights
The Company will exercise voting rights for listed shares held
by the Company appropriately from the perspective of im-
proving the Company’s medium- to long-term corporate val-
ue and maintaining and developing good relationships with
business partners.

2. Criteria for exercising voting rights
In addition to a close examination of each proposal, the deci-
sion to vote for or against each proposal will be made based
on a comprehensive assessment of the Company’s initiatives
to enhance shareholder value, the state of corporate gover-
nance, and other factors.
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List of Directors and Titled Executive Officers (as of June 27, 2025)

Directors (excluding Directors who are Audit and Supervisory Committee Members)

CSR and ESG Initiatives

Name Koji Takahashi Masahiko Aoba Osamu Takeda Taiyo Aoyagi Yoshiaki Nakagawa Akiko Nagahama Kiyofumi Nakano
Representative Director and | Representative Executive Senior Managing Director Director Outside Director Outside Director Outside Director
President Director Head of Business Structure | Head of R&D Structure Nomination and Nomination and Nomination and
. Chief Information Security Head of Plant Operation Remuneration Committee Remuneration Committee Remuneration Committee
Position| Officer Structure Chairperson Member Member
Nomination and Head of HR Strategy
Remuneration Committee Structure
Member
Directors who are Audit and Supervisory Committee Members Titled Executive Officers
Name Shuichi Murata Ichiro Wakabayashi Shuichiro Ikari Tatsuhiko Komada Toshio Tani Takahiro Shoda
Director Outside Director Outside Director Senior Managing Executive Managing Executive Officer Managing Executive Officer
Full-time Audit and Audit and Supervisory Audit and Supervisory fficer Plant Operation Structure Business Structure
" Supervisory Committee Committee Member Committee Member Head of Business Administrator Administrator
Position | Member Independent Committee Independent Committee Promotion Structure
Designated Audit and Member Member Chief Financial Officer
Supervisory Committee IR Administrator
Member

Integrated Report 2025

66



67

Skill matrix of Directors and Titled Executive Officers (as of June 27, 2025)

Directors (excluding Directors who are Audit and
Supervisory Committee Member)

Knowledge/experience/skills, etc.
and fields expected

Takahashi ~ Aoba Takeda

Directors who are
Audit and Supervisory
Committee Members

Titled Executive
Officers

Nakagawa Nagahama Nakano  Murata Wakabayashi  Ikari Komada Tani Masada

-

. Corporate management/Business
strategy/Leadership

2. CSR/ESG/Compliance

w

. Finance/Accounting/Tax affairs

4. [T/Information systems

[&)]

. Personnel affairs/Labor affairs/Human
asset development

o

. Technological development/
Technological development
management

~

. SCM/Logistics

[or]

. Industry and industry trends/Marketing/
New businesses

©

. Supply/Manufacturing

10. Internationality/Diversity

The Group has defined where we want to be in 10 years as
“Become an excellent company in the field of functional ma-
terials.” In our three-year medium-term management plan
“TRANSFORMATION for TOMORROW 2027,” announced in
June 2024, we established the following as our core strat-
egies: “Secure a competitive advantage through technology
initiatives” “Expand overseas business to strengthen business
foundation,” “Promote ESG-focused management to realize
a sustainable society” “Promote HR strategy and DX,” and
“Implement capital-efficiency-oriented management.” To en-
sure the reliable execution of these measures, the Board of
Directors has defined the following as particularly important
skills: “Corporate management/Business strategy/Leader-
ship,” “CSR/ESG/Compliance,” “[T/Information systems,”
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“Personnel affairs/Labor affairs/Human asset development,”
“Technological  development/Technological — development
management,” “Industry and industry trends/Marketing/New
businesses,” and “Internationality/Diversity.” We elect Direc-
tors and Titled Executive Officers with consideration for the
skills expected of individual Directors and Titled Executive Of-
ficers and the balance of the Board composition.

Furthermore, we transitioned from a Company with a Board
of Company Auditors to a Company with an Audit and Super-
visory Committee pursuant to a resolution at the 122nd An-
nual General Meeting of Shareholders held on June 27, 2025.
The above represents the skill matrix for all Director who are
Audit and Supervisory Committee Members, and Titled Ex-
ecutive Officers.

Skill

.|
CSR and ESG Initiatives

Reasons for selection

Corporate management/
Business strategy/Leadership

In order to increase sustainable corporate value, it is important to be able to identify risks and opportunities
in corporate management in a timely manner and put them into action. We have therefore selected as
necessary items the ability to solve problems based on a wealth of experience and knowledge for appro-
priate decision-making, and the leadership skills to reliably transform intentions into organizational action.

CSR/ESG/Compliance

The Company recognizes that non-financial information is an important element in improving corporate
value. Development of action plans to realize a sustainable society and ensuring the reliability of those
results requires a strong internal control system, and is selected as a necessary item for Directors and
Titled Executive Officers.

Finance/Accounting/
Tax affairs

As the foundation for providing timely and appropriate financial information and ensuring the reliability of
financial information, accurate and appropriate analysis of financial information plays an important role in
constructing the business strategy and financial strategy. Also, skills related to tax affairs are selected as a
necessary item in order to address the risks of tax compliance.

[T/Information systems

Advanced data analysis is needed to develop business strategies, and the accuracy and freshness of
information are essential. At the same time, the accuracy of information processing and the security of
information assets are considered important. In promoting DX to improve business efficiency in the future,
this skill is selected as a necessary item.

Personnel affairs/
Labor affairs/
Human asset development

The Group considers “human assets” to be its most important management resource. Based on the
recognition that it is essential to improve the skills of each employee and to foster a corporate culture full
of vitality in which innovation can flourish, as well as our “HR Strategy” that is one basic strategy in the
medium-term management plan “TRANSFORMATION for TOMORROW 2027,” we have selected skills
related to personnel strategies, labor measures, and human asset development as necessary items.

Technological development/
Technological development
management

We have selected skills related to information gathering, technological sense, the ability to break out of
the status quo, and market forecasting abilities that capture the changes to customer needs as necessary
items in order to match the core technology of the Group and new technology and generate innovation in
areas established as ongoing development markets and new development markets.

SCM/Logistics

We recognize that the secure management of chemicals in all parts of the supply chain, from selection
and procurement of raw materials to production, sale, and delivery, as well as optimal procurement of
raw materials and streamlining of transportation, are important topics. Therefore, we have selected these
related skills as necessary items.

Industry and industry trends/
Marketing/New businesses

In addition to tapping into new business areas, we recognize that accurately understanding the Group's
position in the target market and selecting areas in which to focus and invest the strengths of the Group are
important issues that directly affect revenue, and we have selected these as necessary items.

Supply/Manufacturing

As a company responsible for supplying manufacturing companies, we have selected these as necessary
items based on the recognition that environmental considerations, safety and efficiency of manufacturing
sites, and maintenance and management of profitability, while fulfilling our responsibility in terms of safety,
quality stability, and continuity, are essential conditions for continuously increasing our corporate value.

Internationality/Diversity

In addition to information gathering for balanced progress in business development in overseas markets,
sufficient knowledge, experience, and understanding of local cultures, laws, customs, and trends are re-
quired for management and compliance responses. Therefore, skills related to internationality and diversity
have been selected as necessary items.

*Skills that we recognize as being particularly important are written in red.

QOutside Directors

(FY2025)

Reason for election

Yoshiaki Nakagawa

In addition to his years of experience in organizational management and administration as a general officer
in the Ground Self-Defense Force, his extensive experience and broad insight gained from serving as an
advisor to operating companies enable him to provide valuable advice on the Group's corporate activities,
including organizational management and corporate governance, from a broad and sophisticated per-
spective. He has therefore been re-elected as an Outside Director.

Akiko Nagahama

Possessing specialized knowledge and experience as an attorney, particularly with expertise in compliance
and corporate legal affairs, she is expected to contribute to strengthening the Group's legal risk manage-
ment and corporate governance. She has therefore been re-elected as an Outside Director.

Kiyofumi Nakano

We have newly elected him as an Outside Director (excluding Director who is an Audit and Supervisory
Committee Member) as we judge him to be a valuable individual who can further strengthen and enhance
our management structure, such as by enhancing the supervisory function of the Board of Directors fol-
lowing the transition to a Company with an Audit and Supervisory Committee, by leveraging his extensive
experience and broad insight gained as a manager at multiple companies, including financial institutions,
investment companies, and operating companies.
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Contributing to solving societal challenges
as an “excellent company in the field of functional materials”
we expect accelerated innovation

Yoshiaki Nakagawa

Outside Director

Nakagawa: Our Board of Directors fosters an atmosphere where
opinions can be freely expressed, with Outside Directors from di-
verse backgrounds offering perspectives from varied viewpoints.

Companies must establish robust governance to create social
value, translate it into economic value, and achieve sustainable de-
velopment. To enhance the effectiveness of this governance, as an
Independent Outside Director entrusted by shareholders, | actively
strive to make proposals that contribute to solving the challenges
Inside Officers are tackling, aiming for the company’s sustainable
growth and long-term enhancement of corporate value.

Originally serving as a Self-Defense Forces officer in the Ground
Self-Defense Force, | spent approximately 10 years in the Ministry
of Defense’s research and development department. There, | was
involved in a full range of activities, from establishing development
organizations to project management and evaluating deliverables.
| intend to leverage this experience, particularly to contribute to re-
search and development initiatives. | expect the company to focus
even more intensely on developing sustainable products.
Nagahama: | am a lawyer, but in recent years, | have increasingly
been asked to serve in a supervisory role from a third-party per-
spective. For example, | am participating more often in various is-
sues at administrative agencies and educational institutions from a
third-party perspective, conducting investigations and making rec-
ommendations. In terms of providing oversight from a third-party
perspective, | feel Outside Directors share a similar stance.

Our Board of Directors engages in in-depth discussions from
a broad perspective, considering the company as a whole, and
sometimes these discussions become quite heated. Furthermore,
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Akiko Nagahama

Outside Director

information sharing and explanations provided to Outside Direc-
tors before Board of Directors are thorough. In October 2024, the
Corporate Planning Division was newly established and began
operating a Corporate Management Committee. The minutes of
these meetings are shared with Outside Directors in a timely man-
ner, allowing us to understand what issues are being addressed
internally and what discussions have taken place. Detailed ma-
terials are provided one week prior to Board of Directors, and the
Outside Director and Auditor Liaison Committee is held before-
hand to facilitate frank exchanges from multiple perspectives. This
enables Directors to ask questions about unclear points during the
Board of Directors and receive detailed explanations, leading to
more substantive discussions.

An annual effectiveness assessment of the Board of Directors
is conducted. Most recently, a survey was administered to all Di-
rectors in November 2024, and there was an opportunity to review
the results. While the effectiveness of the board’s functions was
confirmed to be improving, challenges identified for the future in-
clude encouraging more active input from Internal Directors and
deepening discussions on long-term management.
Nakagawa: For long-term growth, as our core business since
founding —colorants—becomes commoditized, we have set the
vision for where we want to be in 10 years: “Become an excellent
company in the field of functional materials.” We are targeting to
expand our business in the functional materials field. | repeatedly
convey to management that, as Japan’s population continues to
decline and the market shrinks, we must possess a clear sense
of mission and urgency about what social value we will create to
ensure our survival.
Nagahama: The presence and influence of companies in soci-
ety are growing. The old mindset that a business company only
needs to generate profits is no longer sufficient to keep pace with

the times. To achieve long-term corporate value enhancement,
companies must recognize their public role. They must focus on
creating products that contribute to society, on taking initiatives for
the environment and human rights, and on building systems and
a corporate culture that prevent risks damaging corporate value,
such as scandals, before they occur.

Nagahama: Our current medium-
term management plan, “TRANS-
FORMATION for TOMORROW
2027,” emphasizes the Promotion
of HR strategy and DX. To enhance
employee fulfilment and engage-
ment, a new personnel evaluation
system was introduced in April
2025. This represents a major shift
toward a system where achieve-
ments are appropriately recog-
nized and transfers are facilitated.
We expect this to foster a culture
where employees can boldly take
on new challenges without fear of
failure. Furthermore, increased personnel rotation will promote
cross-departmental interaction, facilitating the circulation of ideas.
Nakagawa: One of our strengths in sales activities is providing
meticulous support to a diverse range of customers. However, as
Japan’s working population declines and recruitment becomes in-
creasingly challenging, we must advance efforts toward labor-sav-
ing initiatives.

While the Promotion of HR strategy and DX is just getting start-
ed, these two areas are closely interlinked, making it crucial to
advance them in parallel. By collecting and digitizing the scattered
technologies and know-how within the company, newly hired em-
ployees can also utilize these assets. This also allows us to iden-
tify where human assets with exceptional expertise are located.
We expect that centralizing employee capabilities and skills into
a unified database and promoting human asset allocation across
organizational boundaries will fostering a corporate culture full of
vitality in which innovation can flourish.

To generate corporate value, every employee must embrace the
company’s overall vision as “their own responsibility.” Managers,
who stand alongside frontline employees facing customers, are
pivotal to this. To enable Managers to clearly communicate the
corporate vision and their own intentions to subordinates, they
must be granted authority, goals, and the means to achieve them.
Simultaneously, it is vital to cultivate human assets capable of such
robust management and bridge the gap between executive lead-
ership and the field.

Nagahama: The reorganization of the technology departments
was carried out as explained to the Board of Directors in April
2025. Moving forward, under the R&D Innovation Center Project,
consolidating all company R&D functions is expected to acceler-
ate innovation. This will enable us to better meet customer needs

CSR and ESG Initiatives

while advancing research and development of new technologies
with a long-term perspective.

Nakagawa: Until FY2025, the technology departments were si-
loed. However, teams tackling specialized technical themes have
transitioned to organizations structured by development stage.
This has increased human assets exchange with business divi-
sions and enabled transfers. We've actually seen employees
transfer from business divisions, and | feel a shift in mindset is
progressing.

Nakagawa: In addition to the Op-
erating Control Committee and the
Management Liaison Committee,
we started holding the Corporate
Management Committee in October
2024. To realize our vision of becom-
ing an “Excellent Company in the
Field of Functional Materials,” | want
us to deepen discussions from a
long-term perspective. This includes
defining what that excellence looks
like, how we will pioneer new areas,
and how we will proceed with M&A
and investments to achieve it. | also
want us to tackle this with a sense of urgency.

Nagahama: The Corporate Management Committee is operated
to gather opinions from many employees, regardless of depart-
ment or position, and the discussed content is shared with man-
agement. Our current medium-term management plan includes
M&A in the transportation equipment and information electronics
fields both domestically and internationally, and | feel these dis-
cussions are also progressing with a sense of urgency. We are at
the stage where a new foundation for where we want to be in 10
years is being established, and we are starting to move in earnest.
While various challenges will surely arise from now on, it is crucial
to address them swiiftly.

Nakagawa: Employees hired as new graduates will work for our
company for approximately 40 years from now. Considering this,
the management team bears a significant responsibility. | want
them to approach their work with pride, so that when these em-
ployees look back on their entry into the company in the future,
they will evaluate the management at that time as “excellent.” To
achieve this, the management team, including Executive Officers,
must envision a broader future: what form the company should
take 100 years from now, and how we will forge that path.
Nagahama: When the management team shares a common vi-
sion and communicates it effectively to employees, | believe di-
verse ideas will emerge from the front lines. Furthermore, | firmly
believe that increasing opportunities for dialogue between man-
agement and employees, and establishing a cyclical system for
gathering opinions, will drive even greater growth.
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Kiyofumi Nakano

Outside Director

Role as an Outside Director

Throughout my career, | have been deeply involved in corporate
management strategy and engaged with capital markets while
working in the finance sector at foreign banks and investment
banks. Additionally, at a private equity investment firm, | support-
ed the growth of companies possessing distinctive products or
market share, albeit on a smaller scale, through equity invest-
ments, referring to them as “Special Little Leaders.”

Subsequently, | built my career as a corporate executive at a
listed company, Ultrafabrics Holdings Co., Ltd., which primarily
manufactures and sells urethane leather and is a business part-
ner of our company. When | transitioned from Outside Audit &
Supervisory Board Member to Director, the company possessed
excellent product quality and a stable financial structure, posi-
tioning it as a potential Special Little Leader. However, it also
faced challenges: aging manufacturing equipment, saturated
production capacity, uncertainty about new capital expenditures
due to customer concentration, and delays in developing man-
agement human assets. The situation was stifling. Furthermore,
from a management perspective, the stock price was significant-
ly undervalued.

Amidst this situation, to clarify the path for future growth, we
decided to acquire an overseas sales agency that handled over
80% of sales to diversify our customer base. Simultaneously,
we committed to building a new factory and making new capital
expenditures to double production volume. Consequently, the
entire management team and employees had to embrace sig-
nificant changes, including the drastic organizational shift from
acquiring the overseas sales company and increased borrowing
to fund the capital expenditures and acquisition.

Thanks to these investments and the combined efforts of
management and employees, the company increased its sales
revenue, enabling new employee hires and the expansion and
renewal of production facilities. | also believe the stock price sub-
sequently reflected these results. Building on this background, |
intend to serve diligently as an Outside Director of the company,
acting as a bridge between the company, the capital markets,
and investors.
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Recognition of challenges for medium- to
long-term growth

Looking at our company’s current situation, we recognize that
we must steadily execute and monitor the growth and invest-
ment strategy outlined in our current medium-term management
plan to “Become an excellent company in the field of functional
materials.”

| intend to convey my objective opinions, leveraging my exper-
tise, at the Board of Directors. This is to ensure the path toward
realizing the strong commitment of the Representative Director
and President to this medium-term management plan and the vi-
sion for growth is accurately communicated externally. While sig-
nificant upfront investments are required to advance the growth
strategy, these investments demand the successful execution of
measures within the business strategy and the generation of ap-
propriate returns to recoup the investment.

As a finance-trained executive, | actively embrace investments
for medium- to long-term growth. | also believe that “cash does
not create corporate value,” viewing precise capital expenditure
as the very source of growth. | intend to monitor investment ex-
ecution, progress, and monetization from an investor’s perspec-
tive.

Toward sustained enhancement of

corporate value

My impression of our company’s competitive advantage, as seen
by the aforementioned company, is that we possess the agility
to respond flexibly and swiftly to customer demands compared
to competitors, while also boasting superior technological ca-
pabilities and market share. Although our scale differs from that
company, | believe we are truly a Special Little Leader within our
industry. This suggests we possess the full potential to “Become
an excellent company in the field of functional materials,” as out-
lined in our current medium-term management plan.

However, the aspects of our business | have observed thus far
represent fragments of diverse operations, each requiring high
levels of specialization. Consequently, gaining a deeper under-
standing of the company will likely take some time. Going for-
ward, | hope not only to maintain an overview of management
but also to increase communication at the operational level and
delve deeper into understanding the businesses themselves. |
will strive to monitor the company from an external perspective
and contribute to the sustainable enhancement of corporate val-
ue.

Furthermore, as we transitioned to a Company with an Audit
and Supervisory Committee this fiscal year, | intend to collabo-
rate with the other Outside Directors and Directors who are Audit
and Supervisory Committee Members to contribute to further
strengthening our governance framework.

The Audit and Supervisory Committee is established within the
Board of Directors and consists of three or more “Director who
are Audit and Supervisory Committee Members,” with a majority
being Outside Directors.

It aims to separate business execution and oversight within the
Board of Directors, while the Audit and Supervisory Committee,
primarily composed of Outside Directors, conducts audits as an
organization. Furthermore, each committee member holds voting

The Audit & Supervisory Board of our company fundamental-
ly conducts audit activities to establish a high-quality gover-
nance structure and internal control system that meets social
trust. This is done in light of the Group’s CSR promotion and
ESG-focused policies, to ensure the sound and sustainable
growth of the company and the appropriateness of the exe-
cution of duties by Directors. In addition, we will monitor and
verify whether each system of the internal control system es-
tablished based on the resolution of the Board of Directors is
appropriately responding to risks that may cause significant
damage to the company through daily audit activities.

Based on the above basic policy, the Audit & Supervisory
Board has selected the following items as continuing and new
important issues for FY2025.

Monitoring and verifying the status of the development and

operation of the internal control system

Strengthening information sharing with the Financial Auditor
and evaluating the appropriateness of reappointing the Finan-
cial Auditor

Promoting coordination through regular meetings with the In-
ternal Audits Division, etc.

Confirming the progress and results of the main implementa-
tion themes of the Group

Assessing the penetration of management policies and progress of
management plans

Monitoring and verifying the business environment of overseas sub-
sidiaries

Verifying safety management and labor management at production
bases

Addressing Key Audit Matters (KAM) and other related matters
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Full-time Audit and Supervisory Committee Member: Shuichi Murata

rights in the Board of Directors and participates in its discussions.
Beyond auditing the legality of business execution, each mem-
ber’s involvement as a Director in auditing the appropriateness
of business execution contributes to strengthening governance.

We intend to continue playing a role in the Company’s develop-
ment while strengthening coordination with the Financial Auditor
and the internal audit department.

Overview of the Audit & Supervisory Board and main
activities over the past year (FY2025)

Chairperson Shuichi Murata
Full-time Audit & Supervisory Board Member: 2 persons
Composition Outside Audit & Supervisory Board Member: 2 persons

Staff Members (concurrent roles): 2 persons

Number of times held 17

Matters to be resolved:

Audit policy and methods, audit plan, audit reports of
Audit & Supervisory Board, and plans; Agreement on the
proposals for appointing directors serving as Audit and
Supervisory Committee members and alternate members,
and partial amendments to the Articles of Incorporation,
in preparation for transition to a Company with an Audit
and Supervisory Committee; Reappointment of the
Financial Auditor; Approval of the Financial Auditor’'s audit
plan and audit fees, etc.

Matters discussed:

Details of requests for submission of written confirmation
of Directors” performance of their duties, draft agenda for
regular meetings of Representative Directors, Audit &
Supervisory Board Member discussions on key audit
matters (KAM), discussions on revisions (or establishment)
of regulations related to the planned transition to a
Company with an Audit and Supervisory Committee, etc.

Main agenda items

Matters reported:

Monthly operational audit reports (including reports on
important documents such as internal approval
documents, reports on the content of meetings attended,
and reports on the results of on-site inspections of bases
and subsidiaries), explanations from the Accounting
Department regarding matters related to subsidiaries,
Internal Audits Division audit plans and audit results
reports, understanding the current situation regarding
occupational health and safety at each production base
and checking the status of initiatives, etc.

On-site inspections of bases, etc.: 20 cases

Regular meetings with the Representative Director and
President: 2 times .
+ Overview report on the “Audit & Superyisory Board
Member Audit Implementation Plan”™ and “Key Issues
* Issues that the company should address, the current
situation and future initiatives
- The medium-term management plan
- The operation of the Corporate Planning Division
- The expansion of overseas operations
- Securing human assets
* Other issues requiring company action and risks
surrounding the company

Other activities

BLelel

Name Position

Outside Audit &

Hidemi Yamaguchi Supervisory Board Member

Full-time Audit & Supervisory

Yoshiro Gamo Board Member

Full-time Audit and

Shuichi Murata Supervisory Committee Member

Audit and

Ichiro Wakabayashi Supervisory Committee Member
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AT

Led by the CSR/ESG Promotion Group Headquarters, we
conduct company-wide compliance training and audits of
compliance adherence.

The main activities implemented are as follows.

A compliance message is sent out from the top every month,
followed by communication from managers to frontline em-
ployees

To raise awareness among all employees, we regularly distrib-
ute “Compliance Letters” and “Compliance Mini Tests” that
address problems of compliance in their daily lives

Compliance training for young employees

Regular survey on compliance

Regular harassment prevention course for management-level
employees

As a mechanism for easy consultation to maintain a favorable
work environment, all bases have “Harassment Counselors”

Training for local employees of overseas group subsidiaries to
raise compliance awareness

In consideration of effectiveness and efficiency, we utilize face-to-
face group training as well as video training through e-learning.
We also regularly conduct .
periodic compliance audits
in the form of questionnaires
for all departments, reflect-
ing the results in improving
internal systems and shap-

ing future training content. Compliance training session at
DAICOLOR SHANGHAI MFG. CO., LTD.

We strive to ensure fair trade by stipulating compliance with
the Antimonopoly Law in the “Code of Conduct for Officers
and Employees” and by providing training based on the “Ac-
tion Guidelines for Compliance with the Antimonopoly Law.”
We have also participated in the Declaration for the Estab-
lishment of Partnerships and regularly hold seminars on the
Act against Delay in Payment of Subcontract Proceeds, etc.
to Subcontractors. No violations of the Act on Prohibition of
Private Monopolization and Maintenance of Fair Trade and the
Act against Delay in Payment of Subcontract Proceeds, etc.
to Subcontractors arose during FY2025.
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In light of the Group’s global business expansion and the
strengthening of global anti-bribery regulations, we are pro-
moting awareness activities for employees based on the es-
tablishment of our “Basic Anti-Bribery Policy” and “Anti-Brib-
ery Regulations,” as well as our “Anti-Bribery Handbook.” We
also provide anti-corruption training as part of e-learning com-
pliance programs targeted at young employees. As a result
of these efforts, no corruption, bribery or disciplinary action
occurred in Dainichiseika Group in FY2025.

The Corporate Ethics Hotline has been established by the
CSR/ESG Promotion Group Headquarters, Audit and Super-
visory Committee Members, and a law firm as a third-party
contact for the purpose of early detection and correction of
actions violating laws, internal regulations, or social ethics, or
matters posing such risks during the corporate activities of
the Group. The hotline accepts consultations and opinions
from officers and employees via a dedicated telephone num-
ber and e-mail address, and the personal information of the
person consulting and the content of the consultation are
strictly managed to ensure that the person consulting will
not be treated unfairly. Eight internal reporting cases arose in
FY2025, and we received one case involving a violation of in-
ternal regulations. Appropriate disciplinary actions were taken
against the violator. To prevent recurrence of similar violations,
we are reviewing compliance training programs and consider-
ing revisions to internal regulations.

The Group complies with the tax-related laws and regulations
of each country and region, and strives to pay the appropri-
ate amount of tax. Although tax planning that benefits cash
flow is implemented, we do not engage in any activities that
are intended to avoid taxation, such as profit shifting to light-
ly taxed countries. For international transactions, we prepare
transfer pricing documents in accordance with the laws and
regulations of each country, based on arm’s length pricing in
accordance with the OECD transfer pricing guidelines, and
allocate profits appropriately. We conduct a thorough review
of tax risks in advance and seek to mitigate tax risks by pro-
viding expert advice and guidance as necessary. There were
no statutory violations regarding tax matters for FY2025.

The Group has established the “Risk Management Regulations”
and is responding to various risks in the management organi-
zation and departments. Risks that may be anticipated during
business activities are identified through regular internal investi-
gations and risk management meetings held by management,
and risks that should be addressed are prioritized. Matters re-
quiring action are directed by the Directors and Executive Offi-
cers of each organizational unit to the operational departments,
who manage the progress of risk responses. This information
is shared with the Corporate Planning Division, where risk re-
sponses are considered in close alignment with management
strategy. The status of risk response is reported regularly to the
CSR/ESG Promotion Group Headquarters, and is supervised
by the Board of Directors and the Audit and Supervisory Com-
mittee. During FY2025, we established the Corporate Planning
Division to promote risk responses related to business strategy
and development. Additionally, we made progress in consider-
ing personnel system reforms to contribute to risk responses
concerning personnel and labor affairs.

In addition, committees have been established to deal with
risk management across the entire company, including health
and safety, security and disaster prevention, environmental
protection, and chemical substance management. These
committees are responsible for formulating policies for reduc-
ing risk and supervising business execution.

Potential risks in business activities

Business operations @ Risks related to business planning and operations
and management ® Risks related to business strategy and development
strategy ® Risks related to overseas business activities

® Risks related to sales and marketing

® Risks related to technology and product development
® Risks related to production and product supply

® Risks related to purchasing and procurement

® Risks related to personnel and labor

® Risks related to finance and fund procurement

® Risks related to information systems

® Risks related to facilities and equipment

Operations

® Risks related to financial reporting

® Risks related to export operations

® Risks related to environmental pollution

® Risks related to chemical substance management

® Risks related to quality control

® Risks related to health and safety

® Risks related to information security

® Risks related to violations of various laws and regulation

Compliance

® Risks related to natural disasters

Crisis management . ; )
9 ® Risks related to large-scale accidents and crimes

In order to be able to respond quickly to management crises
such as large-scale disasters, the Group has established a
crisis management system at our head office and has also
set up a disaster response system at each of our business
bases. In addition to natural disasters and fires, we consider
cyberattacks and the risk of procuring raw materials and fuel,

CSR and ESG Initiatives

and we are considering the necessary measures to continue
our business as a BCP (business continuity plan). We are also
promoting the development of alternative systems for our main
businesses and product supply, taking into account the bal-
ance with profitability.

The majority of the confidential information handled by the
Group is managed using information systems. If data is tam-
pered with, lost, or leaked due to cyberattacks or unautho-
rized access, or if systems are shut down due to disasters or
other problems, there is a possibility of negative effects like
operational stoppages of business activities across the entire
supply chain. In order to reduce these risks, we are working
on information security measures such as network monitoring,
virus countermeasures, and account management, as well as
appropriate data preservation such as backups, information
security education for employees, and the development of a
system to respond to security incidents. In FY2025, no inci-
dents of leakage of corporate or personal information arose.

Management system

The Group has established the “Information Security Manage-
ment Regulations” based on the “Information Security Policy.”
We have clarified responsibilities and roles by appointing “Infor-
mation Security Managers” to oversee the “Information Security
Implementation Managers” in each department and base where
the practical work is carried out, and by appointing a “Chief In-
formation Security Officer” to oversee the entire Group, as well
as an “Information Management Committee” to evaluate the ef-
fectiveness of these activities. To prepare for any potential secu-
rity incidents, we have established an internal CSIRT (Computer
security incident response team) within the company.

Initiatives

The Group implements information security measures through
a specialized department to promote DX and our information
security management system. These include ensuring appro-
priate handling of information assets, managing access rights
within information systems, and introducing systems to en-
hance endpoint security. We actively incorporate external infor-
mation on rapidly evolving cyber threats, and work to improve
productivity and reduce the risk of information leaks by promot-
ing education and improving the environment so that officers
and employees can handle information appropriately.

We will continue to implement a balanced approach to IT
utilization and information security measures.
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The Group has established the “Basic Policy on Corporate Governance,” which states that we “cooperate as appropriate with our stake-
holders, including our shareholders, employees, customers, suppliers, creditors, the local community, and a variety of others.” Through
various dialogues with our stakeholders, we listen to their opinions and appropriately reflect them in our business activities in order to earn
the trust of the many people with whom the Group interacts.

Stakeholders Dialogue opportunities Communication tools
® Sales activities ® Product brochures ® Release of appropriate
® Consultation services, such as websites ® PR magazines publicity to the media
® Quality assurance support (results: once a year) ® \Website
Customers ® Various exhibitions (results: 8 times a year) ® Integrated Report ® Company introduction
® News releases video
(results: 18 new releases a
year on our website)
® Group intranet ® Company social gathering ® Company introduction ® News releases
® Message from the President ~ ® Periodic personal interviews video (results: 18 news releases a
at the beginning of the year (twice a year) ® |ntegrated Report year on our website)
Employees and on the anniversary of ® Harassment consultation ® Employee surveys ® \Website
the company’s founding desk ® PR magazines
® Labor-management council ~ ® Internal reporting (results: once a year)
® Training by job level
® Communication through individual transactions ® Questionnaire survey on the ~ ® Integrated Report
® Various exhibitions status of CSR promotion ® Conflict Minerals Reporting
Suppliers ® Joint research through open innovation ® Feedback sheet Template
® Extended Minerals ® PR magazines

Reporting Template ® \Website

Shareholders and
investors

® General meeting of shareholders
® |ndividual meetings
(including teleconferences and web conferences)
(results: 28 meetings a year)
® Financial results briefing (2nd quarter, fiscal year end)
® |ndividual investor briefing (results: once a year)

® Consolidated Financial ® Semi-annual report
Results ® Timely disclosure
® Annual Securities Report ® Shareholder newsletter
® Notice of the General (interim report)
Meeting of Shareholders ® News releases
® Corporate Governance (results: 18 news releases a
Report year on our website)
® Company introduction ® PR magazine
video (results: once a year)
® |ntegrated Report ® \Website

Society
(community,
government,
schools)

® |ndustry-university ® School visit
cooperative projects ® Hosting of work experience
® Service activities in the ® |nteraction at community
neighboring communities events
® Digpatch of lecturers for
lectures and educational
opportunities

*When the Group provides support for political activities, we comply
with the laws and regulations of each country, and we also take into
consideration our social position in light of our corporate philosophy.
When making political donations in Japan, we strictly adhere to internal
procedures, such as examining the content in advance in accordance
with the Political Funds Control Act and internal rules on job authority.

® Company introduction video
® Integrated Report
® Newspapers
® Website
® PR magazines
(results: once a year)
® News releases
(results: 18 news releases a year on our website)
® Magazines

Integrated Report 2025

The Group believes that constructive dialogue with shareholders
and investors contributes to both shareholder and corporate val-
ue enhancement and utilizes their feedback in management. As
part of our internal structure, the IR Administrator plays a central
role. Through joint efforts among all relevant divisions, we share
information and promote dialogue, with the Public Relations
Division serving as the point of contact. In addition, we have

IR calendar

|
CSR and ESG Initiatives

actively promoted IR activities, including company briefings and
individual interviews. Through direct dialogue with shareholders
and investors, we will promote understanding of the Group’s
business and strive to be a corporate group that is trusted by
and has a long-lasting relationship with our shareholders and
investors.

1st quarter 2nd quarter 3rd quarter 4th quarter

Apr. May Jun. Jul. Aug. Sept.

Annual General Announcement
Meeting of of 1Q financial

IEarnings an-
nouncement Shareholders results

Financial results briefing

To provide a better understanding of the Group’s business activ-
ities and ESG management initiatives, we held briefings for insti-
tutional investors and sell-side analysts in FY2025. In June, we
provided a summary of the previous medium-term management
plan and financial results, along with an explanation of the cur-
rent medium-term management plan “TRANSFORMATION for
TOMORROW 2027.” In December, we held a briefing for the 2Q
financial results, explaining the strategies of the medium-term
management plan, which include the technology development

Company briefing/Financial results briefing

Jan. Feb. Mar.

of 2Q financial results briefing of 3Q financial

IAnnouncement T2Q financial TAnnouncement
results results

Individual investor
briefing

strategy, sustainable product sales expansion strategy, and the
overseas strategy. For individual investors, we held a company
briefing in January. We aim to continue enhancing opportunities
for dialogue and to disclose information in a timely, appropriate,
and equitable manner.

@ Please refer to this website for the contents of
the dialogue and feedback received. (Japanese only)

https://www.daicolor.co.jp/ir/stock/conversation/index.html

Date Type Number of participating companies
Financial results briefing Domestic investors 7 companies
June 2024 Medium-Term Management Securities companies 4 companies
Plan briefing Others 9 companies
Domestic investors 10 companies
December 2024 Financial results briefing Securities companies 4 companies
Others 8 companies
January 2025 Individual investor briefing Individual investors 58 people

Meetings with individual institutional investors

Date Number of meetings (total)

Number of participating companies (total)

From April 2024

to March 2025 28 times

Overseas investors 7 companies
Domestic investors 17 companies
Securities companies 4 companies
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Ten-Year Summary of Key Management Indicators
(consolidated)

FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025

Profit and Loss

Net sales*' (millions of yen) 160,770 157,185 167,446 170,394 155,108 138,491 121,933 122,005 119,824 124,760
Operating profit (millions of yen) 9,954 11,982 13,079 8,718 4,850 4,920 7,446 2,635 4,550 7,004
Ordinary profit (millions of yen) 10,379 12,204 13,774 9,264 5,582 5,613 8,315 3,373 5,003 7,764
Profit attributable to owners of parent (millions of yen) 3,946 9,950 8,361 3,876 3,977 6,343 6,166 2,007 3,660 10,289
Comprehensive income (millions of yen) (876) 13,519 10,177 658 1,267 9,165 8,210 5,343 9,239 14,007

Financial Position

Total assets (millions of yen) 173,744 188,248 200,948 190,701 187,296 197,717 196,709 192,765 194,852 196,784
Net assets (millions of yen) 76,093 88,439 97,026 96,055 95,675 108,660 110,487 114,301 119,166 130,497
Equity ratio (%) 42.3 45.9 47.3 49.3 50.1 51,8 55.1 58.1 59.9 65.0
Cash Flows

Net cash provided by (used in) operating activities (millions of yen) 6,246 12,981 11,9583 266 12,829 11,622 7,579 3,002 9,020 4,165
Net cash provided by (used in) investing activities (millions of yen) (2,720) (2,732) (8,624) (6,925) (3,552) (3,769) (6,643) (2,195) (1,445) 1,415
Net cash provided by (used in) financing activities (millions of yen) (6,180) (3,520) 4,810) (1,183) (3,026) (358) (11,424) (3,836) (10,209) (7,000)
Cash and cash equivalents at end of period (millions of yen) 24,380 31,117 29,683 21,419 27,636 34,438 24,879 23,103 21,425 21,696

Per Share Information*?

Net assets per share (yen) 791.43 4,650.77 5,114.07 5,068.65 5,052.36 5,516.08 5,868.51 6,060.11 6,804.81 7,459.16
Profit per share (yen) 42.51 535.98 450.33 208.81 214.24 341.95 333.70 108.58 207.95 599.63
Dividend per share (yen) 70.00 77.50 85.00 85.00 77.50 45.00 80.00 80.00 110.00 156.00
Price earnings ratio (PER) (multiples) 10.6 7.0 9.7 14.5 11.0 7.2 6.2 16.4 14.4 5.0
Price-to-book ratio (PBR) (multiples) 0.56 0.80 0.85 0.59 0.46 0.44 0.35 0.29 0.44 0.40
Payout ratio (%) 32.9 14.5 18.9 40.7 36.2 13.2 24 73.7 52.9 26.0

Other Indicators

Return on equity (ROE) (%) B3 12.5 9.2 4.1 4.2 6.5 5.9 1.8 3.2 8.4
Return on Assets (ROA) (%) 5.9 6.7 7.1 4.7 3.0 2.9 4.2 1.7 2.6 4.0
Number of employees (persons) 3,698 3,888 3,943 3,904 3,871 3,809 3,750 3,666 3,634 3,594
Capital investment amount*® (millions of yen) 5,117 5,002 8,189 7,308 7,986 9,107 4,965 4,249 4,779 5,907

*1 Effective from FY2022, the Company has adopted the “Accounting Standard for Revenue Recognition.”
*2 Adjusted for the effect of reverse stock split.
*3 Capital investment include property, plant and equipment (including land and construction in progress) and intangible assets.
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Non-Financial Data
Targets and results of major waste management initiatives (domestic group)

Initiatives: Improve vyields and reduce generation of nonconforming products in manufacturing processes, and reduce sludge
. generation in wastewater treatment

Sales of sustainable products (billions of yen)

Targets: Increase recycling rate by 1 percentage point from the previous year, and reduce final disposal by 1% from the previous year
118th Period: 119th Period: 120th Period: 121st Period: 122nd Period:
2021/3 2022/3 2023/3 2024/3 2025/3 Results: Increased recycling rate by 10.4 percentage points from the previous year, and reduced final disposal by 26% from the

revious year
28.05 34.10 33.28 34.58 35.07 P s
Recycling rate of waste solvents (%) (domestic group) Environmental Management System (EMS) initiatives
® Reducing waste generation by improving manufacturing
_ 118th Period: 119th Period: 120th Period: 121st Period: 122nd Period: processes to increase yields
2021/3 2022/3 2023/3 2024/3 2025/3 ° Reduo_ing waste generation by suppressing the generation of
99.78 99.99 99.95 100.00 100.00 defective products
® Promoting recycling through waste separation and collection

Recycling rate of waste plastic (%) (domestic group)

_ 118th Period: 119th Period: 120th Period: 121st Period: 122nd Period: Total waste (hazardous + non-hazardous) (domestic Group)
AR AR AR AL VAR 118th Period: 119th Period: 120th Period: 121st Period: 122nd Period:
82.0 85.0 85.2 91.9 94.4 2021/3 2022/3 2023/3

2024/3 2025/3
Amount generated (t) 8,417 10,169 8,626 8,235 8,451
Amount discharged from
PRTR (including VOCs) emissions (air, water, soil) (t) (domestic group) factories () 8,417 10,169 8.626 g 8,451
: : : : : Amount recycled (t) 5,785 6,279 5,379 5,654 6,687
_ 1182182'31%0d1 119;82'32%(’(* 120;82'?32“1 2 235229/20(11 12226122%'0‘* Amount landfilled (t) 2,144 3,239 2,885 2,256 1,664
Effective utilization rate (%) 68.7 61.7 62.4 68.7 791
168.4 178.8 152.3 142.5 137.0

Water consumption (domestic group) Social

118th Period: 119th Period: 120th Period: 121st Period: 122nd Period: - T . . .
_ 2021/3 2022/3 2023/3 2024/3 2025/3 Number of fatalities and injuries due to occupational accidents (domestic group)
Groundwater (thousand md) 2,065.0 2,264.7 2,057.9 2,013.5 2,281.7 118th Period: 119th Period: 120th Period: 121st Period: 122nd Period:
2021/3 2022/3 2023/3 2024/3 2025/3
137.3 136.4 135.3 141.1 137.8

Municipal water (thousand m?)

Number of fatalities due to 0 0
Industrial water (thousand m?) 305.0 277.7 239.2 209.1 197.0 work-related accidents (persons)
Number of injured due to non-lost
workday accidents (persons) 16 27 18 19 24
COD (water pollution load) (t) (domestic group) Number of injured due to 5 4 15 2 3

lost-workday accidents (persons)

_ 118th Period: 119th Period: 120th Period: 121st Period: 122nd Period: Total (persons) 18 31 33 26 27
2021/3 2022/3 2023/3 2024/3 2025/3 Total Recordable Injury Rate 9.13 7.3 7.65

COoD(t) <TRIR> (persons/million hours) 487 82

Number of process accidents/process accident rate (domestic grou
CFC leakage (CO: equivalent) (domestic group) p p ( group)

118th Period: 119th Period: 120th Period: 121st Period: 122nd Period:
118th Period: 119th Period: 120th Period: 121st Period: 122nd Period: 2021/3 2022/3 2023/3 2024/3 2025/3
2021/3 2022/3 2023/3 2024/3 2025/3

Number of accidents (cases)

reo: Accident rate 0.06 0.37 0.28 0.11 0.11
% 4161 45 124.7 165.2 3.7 (cases/200,000 hours) : : : ' .
*including CFC substitutes

Number of lost-workday accidents/Incident intensity rate/Incidence of lost-workday accidents (domestic group)

Nitrogen oxide (NOx)/Sulfur oxide (SOx) emissions (air pollutants) (domestic group) 118th Period: 119th Period: 120th Period: 121st Period: 122nd Period:
2021/3 2022/3 2023/3 2024/3 2025/3
118th Period: 119th Period: 120th Period: 121st Period: 122nd Period:

Intensity rate (9 001 . 081 064 .002
NOX (1) a0 In ?QSI y ra fel(/ot) - 0.00 0.038 0.03 0.06 0.00
nciaence ofr lost-workaays
SOx (1) 0.7 0.8 0.2 0.2 0.1 (person/million hours) 0.61 1.01 4.15 1.96 0.85
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Non-Financial Data

Human resource data

122nd Period:

2025/3
Male 1,230 1,180 1,178 1,145 1,104
Total number of employees (persons)*! Female 253 263 273 292 301
Overall 1,483 1,443 1,451 1,437 1,405
Male 43.0 42.4 42.9 42.6 42.5
Average age (years)*' Female 35.6 35.8 36.1 36.3 36.5
Overall 41.8 41.2 41.6 41.3 41.2
Male 19.2 18.6 19.0 18.6 18.4
Average years of service (years)*' Female 12.2 12.2 12.6 12.5 12.6
Overall 18.0 17.4 17.8 17.4 1741
Male 63 42 40 56" M
New graduate hires (persons)*! Female 22 22 27 29" 25
Overall 85 64 67 85* 66
Eﬁ;ze(r;jge of female employees among new graduate 26 34 40 34 38
Percentage of female employees (%)* ** 17 18 19 20 21
Male 93 91 84 95* 85
Retention rate for new graduate hires after three years (%)*? Female 92 100 100 96* 85
Overall 93 94 88 95* 85
Male 34 34 39 37 49
Percentage of mid-career hires (%)*? Female 21 12 10 27 31
Overall 31 28 30 34 43
Number of empl who retired (for personal e n: M & & et =5 52
e;cludeing t:oszc\i\),:ssretim:d :l thire?ne?\? eslge)a(p:-:f‘ssoonss)’2 *s [FENTELD o g 12 i g
Overall 47 39 53 61 71
Male 2 2 2 3 3
Turnover rate due to voluntary resignation (%)*? *® Female 3 2 3 3 4
Overall 2 2 2 3 3
. Male 49 56 52 48 58
Total number of employees granted the right to take el 12 1 10 12 16
childcare leave (persons)*? *4 *6
Overall 61 67 62 62 75
i Male 6 17 33 36 40
;I;);?;g:sn;gir gf employees who took childcare leave Female 12 1 10 12 16
Overall 18 28 43 50 56
Total number of employees who returned to work from e g > & & o
childcare leave durirr:g ¥he reporting period (persons)*? *4 *8 fomale 1y 1 Y i3 1o
Overall 23 29 39 47 55
Total number of employees still employed at the company at Male — 6 16 28 31
the end of 12 months after returning to work from childcare Female 12 16 14 9 12
leave (persons)® * ** Overall 12 22 30 37 43
. i Male 100.0 100.0 100.0 100.0 100.0
Percentage of employees returning to work after childcare Eamels 100.0 100.0 100.0 100.0 90.9
leave (%) * *10
Overall 100.0 100.0 100.0 100.0 98.2
Male — 100.0 93.8 93.3 91.2
Retention rate for employees after parental leave (%)*? * *1 Female 85.7 94.1 100.0 100.0 92.3
Overall 85.7 95.7 96.7 94.9 92.2
) ) Male 10 15 21 23 34
g;;zg::eo{pirgpgggfsi\iszlng shortened working hours for el 29 47 20 54 56
Overall 59 62 61 77 90
rl?‘a;t:;g;\a/g;?eprggﬁigir}%?gonals, and mid-career hires in 1.0 121 120 133 134
Average annual salary (yen)*' *2 7,123,158 7,073,496 7,363,199 7,056,324 7,307,707
All workers 68.1 69.0 69.8 71.8 73.0
Difference in wages between male and female workers Full-time employees 69.9 70.5 70.9 71.8 72.2
(%) 7218 Part-time and fixed-term 60.8 60.1 63.7 66.1 64.7
employees ) . | | 3
e e
Tokyo 151.7 146.2 153.1
Osaka 159.0 152.9 159.8
Aichi 165.0 158.4 165.3
Comparison of standard entry-level salaries to regional Shiga 1755 168.2 175.0
minimum wages Ibaraki 178.6 170.7 17741
(comparison to minimum wages) (%) *2 *° Shizuoka 172.3 165.3 1721
Saitama 164.8 168.2 165.1
Chiba 165.3 168.5 165.4
Kumamoto — 16 —*16 — 8
Fukuoka 164.4 167.3 173.4

*1 Non-consolidated *2 Domestic Group *3 As of April 1, 2025 *4 All employment types *5 Full-time employees only *6 Male employees: Number of employees whose child’s birth date
falls within the fiscal year; Female employees: Number of employees whose maternity leave ended within the fiscal year *7 Male employees: Only first leave taken is counted; Female
employees: Number of employees whose childcare leave start date falls within the fiscal year after maternity leave ends “8 Number of employees whose childcare leave ended within the
fiscal year *9 Number of employees still employed 12 months after the “total number of employees who returned to work from childcare leave during the reporting period” in the previous
fiscal year *10 Return-to-work rate = Total number of employees whose childcare leave ended within the fiscal year and who returned to work the day after *11 Retention rate = Percentage
of employees who returned to work from childcare leave in the fiscal year prior to the reporting year and were still employed at the end of the reporting year. Total number of employees
whose childcare leave ended within the previous fiscal year and who were still employed 12 months later *12 Employees who utilized reduced working hours for childcare purposes or the
childcare flex system within the current fiscal year *13 Calculated as the ratio of the average monthly wage for women to the average monthly wage for men. Includes base salary and other
fixed wages, overtime and holiday premium pay, and bonuses; excludes severance pay and commuting allowances. *14 Percentage of employees eligible for union membership who are
union members. *15 University graduate. Calculated based on each prefecture’s minimum wage, 20 days per month, and 7.5 hours per day. Complies with the statutory minimum wage
and applies a unified compensation system across genders for the same qualifications and job levels. Includes a life plan allowance of 25,000 yen. *16 No starting salary set as there is

no record of new graduate hiring.

Integrated Report 2025

DATA

Company Profile and Group Network

Company Profile

Dainichiseika Color & Chemicals Mfg.

Co., Ltd.

1-7-6 Nihonbashi Bakuro-cho, Chuo-ku, Tokyo

103-8383, Japan

Manufacturing and sales of:

-inorganic, organic, and prepared pigments
-colorants for plastics and textiles

-printing inks, coating agents, and related

equipment

-synthetic leather materials and other
polyurethane resins

-naturally-derived functional polymers

-functional materials and CCM systems

October 16, 1931

Koji Takahashi, Representative
Director and President

10,039 million yen
(Tokyo Stock Exchange, Prime Market)

Dainichiseika: 1,405
Consolidated: 3,594
(As of March 31, 2025)

Group network

Domestic

Sales bases
Total 9 bases

Production bases
Total 6 bases

® East Japan Head Branch

©® Hokkaido Branch

® Shizuoka Office

® Central Japan Head Branch
® Hokuriku Branch

® West Japan Head Branch
® Chugoku Branch

® Hiroshima Branch

® Shikoku Branch

Group company 1 base

©® KYUSHU DAINICHISEIKA
CO., LTD.

® Hokkaido Branch

©® Bando Production Plant
® Tokyo Production Plant
® Tokai Production Plant
® Osaka Production Plant
® Shiga Production Plant

Group Companies
Total 5 companies (7 bases)

©® UKIMA CHEMICALS & COLOR
MFG. CO., LTD.
Sakura Production Plant

® HI-TECH CHEM CO., LTD.

® DAINICHI COLOR COMPOSITE
CO., LTD.
Kazo Production Plant

® DAINICHI COLOR COMPOSITE
CO., LTD.
Togo Production Plant

® DAINICHI COLOR COMPOSITE
CO., LTD.
Katano Production Plant

©® KYUSHU DAINICHISEIKA
CO., LTD.

® KYUSHU KAKO CO., LTD.

Organizational diagram

[ Office of the President

Corporate Planning Division

gﬁu%ttﬁt:gy Personnel & General Affairs Division

— Corporate Planning & Control Division

— Corporate Finance & Accounting Division

Board of —
Directors

Business — Information Management System Division
Promotion —|
Structure — Public Relations Division

Representative Director
and President

CSR/ESG
Kﬂer‘nal Promotion
udits
Division | | Group
Headquarters

Audit and Supervisory
Committee

— Central Purchasing Division

— Overseas Business Division

— Pigments Division
— Specialty Colors Division
— Plastic Colors No.1 Division

— Plastic Colors No.2 Division

Business || . 3 B Fref
Coating Materials Division

— Advanced Polymers Division
— New Business Development Division
— Gravure Inks Division

— Offset Inks Division

— Research & Development Division

Future Innovation Division

:
Structure | | gy siness Development Division

— Technical Coordination Division

— Plant Operations Headquarters

Plant

Operation —— Production Plants

Structure

Overseas Group companies

Asia Total 13 bases

— Composite Plant Engineering & Planning Division

America 1 base

® DAINICHISEIKA(HK)LTD.

® DAINICHISEIKA(HK)
COLOURING CO., LTD.

® DAINICHISEIKA(SHENZHEN)
TRADING LTD.

©® DONGGUAN DAINICHI
CHEMICAL MANUFACTORY
CO., LTD.

® DAICOLOR SHANGHAI MFG.
CO., LTD.

® SHANGHAI MITSUI PLASTIC
COMPOUNDS LTD.

@ TAI CHIN CHEMICAL
INDUSTRY CO., LTD.

® AEOLIAN CORPORATION

® SAMBO FINE CHEMICALS
MFG. CO., LTD.

® PT. HI-TECH INK INDONESIA

® DAINICHI COLOR VIETNAM
CO., LTD.

® DAINICHI COLOR (THAILAND)
LTD.

® DAINICHI COLOR INDIA
PRIVATE LTD.

® HI-TECH COLOR, INC.

Europe 1 base

® DAICOLOR ITALY S.R.L.
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External Evaluation and Basic Stock Information

External evaluations

ﬁ‘/, SEP/IPK
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2025 fim
RERZSERIEAN
KENKO Investment for Health
A FSUREA B8P

Selected as a constituent of the
S&P/JPX Carbon Efficient Index

Designated as a 2025 Certified
Health & Productivity Management
Outstanding Organization
(Large Enterprise Category)

Received a B score in the CDP
Climate Change Questionnaire 2024

Organizational memberships

Japan Chemical Industry Association (JCIA)

Japan Dyestuff and Industrial Chemicals Association (JDICA)
JAPAN FASHION COLOR ASSOCIATION (JAFCA)

JAPAN POLYETHYLENE PRODUCTS INDUSTRIAL FEDERATION
Japan PET Tray Association

Japan Printing Ink Makers Association

Basic Stock Information

el Tokyo Stock Exchange, Prime Market

Stock code 4116

Industrial .
T Chemical

classification

Trading unit of 100 shares

shares

Total number
of authorized 50,000,000 shares
shares

Total number
of shares
issued

18,113,110 shares
(Treasury stock 951,919 shares)

Number of

shareholders 6,027

Integrated Report 2025

Participation in external initiatives

Endorsement of the TCFD
(Task Force on Climate-related
Financial Disclosures)

Signing the United Nations
Global Compact
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CLOMA

Endorsement of the Partnership
Building Declaration

Participation in the Japan Clean
Ocean Material Alliance (CLOMA)

Third-party verification

To enhance the reliability of the non-financial information
disclosed in our “Integrated Report 2025,” the Group has
obtained assurance from the independent third-party
organization “ASUENE VERITAS Inc.” regarding the calculation
of CO2 emissions (Scope 1 + Scope 2, domestic and overseas)
and the resulting figures.

Settlement One year from April 1 of each year to
date March 31 of the following year

Annual general
meeting of
shareholders

June, every year

Record date
ol =lrellsl= o March 31, every year
determination

The Company uses electronic public notices.
(The Company’s website is https://www.
daicolor.co.jp/english/ir/index.html)

In the event that we are unable to make
electronic public notices due to an accident
or other unavoidable circumstances, public
notices will be posted in the Nikkei.

Method of
public notice






