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We are shaping the future, paving the way to tomorrow

for people, automobiles, and the environment

by continually innovating and offering new products worldwide.

Our Credo

Code of Conduct

Vision

Basic Sustainability Policy

Respect human dignity Cutting-edge technology Sound corporate management

+ Strive for self-development under the motto of admiration and mutual trust
* Provide high-quality, low-cost products using cutting-edge technologies
+ Be independent and use knowledge and agility to give back to society

Shape a better future for people, automobiles, and
the environment through the fusion of passion and innovation.

We will strive to realize a sustainable society and improve corporate value through business activities
for the better future for people, automobiles and the environment to which G-TEKT aspires.

Shape
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G-TEKT has published an integrated report since 2019 to report
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Top Message

Message
H

the President

President, Chief Executive Officer

Naohiro Takao

Anticipating the future, steadily going forward.

G-TEKT will keep evolving in all situations.

2 G-TEKT REPORT 2021

Building the foundation for becoming
the development partner of global
automotive OEMs

Ten years have passed since the launch of G-TEKT on April
1, 2011. | would like to express my sincere gratitude to our
stakeholders for their support.

The automobile industry in recent years has been undergoing
a major transformation, commonly referred to as CASE, as
well as the global shift to electric vehicles (EVs), specifically in
China and Europe, in response to the accelerating climate
change. During the past 10 years, by combining our
technologies for auto body components weight reduction and
body performance analysis, we have worked to strengthen
our proposal capability in whole-vehicle body development,
achieving lightweight, low environmental impact, and safe car
manufacture, and in so doing have become a presence
acknowledged by automobile OEMs.

In anticipation of the shift to EVs, we have also developed a
flexible EV battery housing permitting customization
according to the needs of automobile OEMs. It is called
flexible because it can be freely sized according to the
dimensions of the car body, allows for the use of various
materials such as aluminum and iron, and strength and cost
performance can be changed as needed. A growing number
of components manufacturers are entering the market for
EV battery housings, but | think without consideration of
car-body relevance to its products, it is not enough. In the
case of G-TEKT, our special strength is a system we have
established that enables the bulk development of EV
platforms from the initial development stage. Furthermore, in
order to capture the expanding EV market and its growth,
we have decided to enter the market segment for motor
cores, a major component of automotive motors. We are
aiming to commercialize this product at an early stage and
to this end use press processing technology that we have
been cultivating to date. There can be no doubt that in
future the development of car bodies will transfer from
automobile OEMs to suppliers. We will engage in the
contest with the largest suppliers around the world,
demonstrating our presence through our unmistakable
“G-TEKT Quality.”

To be sure, the automobile market is expected to undergo
major changes in the time ahead. However, whatever next-
generation eco-car may replace the combustion engine car,
the car body will not change, even if self-driving and
connected cars become widespread. We will work to
expand our business by riding the shift to EVs and
contribute to the realization of a carbon-free society.

G-TEKT REPORT 2021
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Although the results for the fiscal year ended
March 31, 2021 exceeded initial expectations,
the current outlook is harsh

The fiscal year ended March 31, 2021 was dealt a major blow by the
COVID-19 pandemic. Fortunately, our global production has recovered faster
than expected, and our business performance has picked up rapidly after
bottoming in the April-May 2020. At our Chinese base, net sales and operating
profit reached record highs, and at our North American base, production
structure improvements were advanced. As a result, we posted better results
than initially estimated.

However, in the current fiscal year ending March 31, 2022, car manufacturers
suffered production stops as semiconductor shortages continuing from last
year and lockdowns due to the COVID-19 spread in Southeast Asia caused
further semiconductor shortages as well as parts procurement difficulties.

In the face of these rapid changes in the business environment, we will do our
best in working for a recovery of our business performance.

Formulation of the new G-TEKT management
strategy based on the external environment

The external environment in the last few years has shifted in significant ways,
with major transformations in the automobile industry, climate change issues,
and the COVID-19 pandemic. With a view to drawing a new path for the future,
in May 2021 we introduced the new G-TEKT management strategy calling for
our “Action for the global environment,” “Establishment of EV-related business,”
“Improvement of the diversity of human resources,” and “Transformation of
existing businesses.” As a manufacturer of auto body components, we will
work to achieve further growth by accelerating our efforts in the EV field and by
actively engaging in climate change issues.

The new G-TEKT management strategy

1) Promote initiatives that contribute to the realization of
a carbon-free society

In order for a company to grow sustainably, the first issue to be addressed is
“Action for the global environment,” one of the pillars of our management
strategy, especially reducing greenhouse gases such as CO.. By reducing
electricity consumption at our production bases through energy saving
measures, productivity enhancements, and proactive usage of renewable
energy, we are promoting the reduction of CO. emissions also at affiliated
companies including overseas affiliates.

As for CO. emissions reduction targets, Scope 1 + 2 call for a 50% reduction
by 2030 and a 100% reduction by 2040 respectively compared with 2013. To
achieve our goal, with regard to Scope 1 we are switching to in-house power
generation by installing solar panels at our factories around the world. As for
Scope 2, given that the hot stamping process used to render lightweight steel
highly rigid consumes a lot of power in the electric furnace, we are looking for
an alternative processing technology. Since it would defeat the purpose if EV
manufacture were to give rise to CO, emissions, we are aware of the need to
not only purchase electricity derived from renewable energy sources but also to
change our manufacturing technology.

We cannot catch up if “we make
a move once auto manufacturers do.”
We will execute investment by

anticipating changes in

the market.

Scope 3 requires to quantitatively evaluate the environmental impact for each
step of the life cycle assessment (LCA) of our products. Since we cannot do
this alone, a comprehensive effort is needed that includes automobile OEMs.
Therefore, we are doing everything within our reach, such as reducing logistics-
related CO, emissions by improving how we transport our products. In addition
to the above measures, since we would like to achieve carbon neutrality, we
are considering also CO, absorption measures.

If carbon pricing becomes mainstream in the future, CO, emissions may affect
our profits. By being at the vanguard in promoting CO, emissions reductions,
we aim to fulfill our corporate social responsibility and avoid business risks.

CO. emissions reduction target (Scope 1 + 2)* CO. emissions reduction target (including Scope 3)

FY 2030 FY 2040 FY 2050

50°/o reduction 1 000/0 Targetlng Vl.rtu-a"y
) zero CO, emissions

* Announced in November 2020

(Compared to 2013
reduction

* Scope 1: Direct emissions from fuel combustion (light oil, kerosene, etc.) Scope 2: Indirect emissions from energy purchases (electric power, etc.) Scope 3: Supply chain

G-TEKT REPORT 2021
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Development and proposal of EV dedicated platforms

2) Focus on China as a target for EV business and advance into
new business fields

We are looking at the global shift to EVs as an opportunity for growth. For our
EV business, we are considering three targets: China, North America, and
Europe. In particular, in order to actively develop sales operations in China,
where the EV market is rapidly expanding, we will strengthen the functions of
our research office in Shanghai and focus on winning new customers.
Moreover, we will build efficient customer-specific production systems in China
and establish a new third plant in Guangzhou to manufacture auto body
components for EVs. In order to realize a low-cost and highly efficient plant set-
up, we will procure the latest equipment locally and save labor by using on-site
logistics systems linked to automated lines.

As to the performance requirements for body frame parts, being light-weight
and highly rigid, there is essentially no difference between EVs and combustion
engine vehicles. However, EVs require the protection of the battery that is
mounted across the entire underfloor, and with our whole-vehicle body analysis
technology we are able to propose optimum weight reduction including for the
battery housing.

Similarly, for EV motors, the powertrains widely installed in electric and hybrid
vehicles, the market is expected to expand. With a view to our further growth,
we have decided to create a new business line to incorporate this field into our
operations. Specifically, among electric powertrain components, we will start
with the development of motor cores and other elements, and focus our
management resources on commercializing these products in a short period of
time. In the future, we will grow this field into a cornerstone of our new
business line with a view to expanding also overseas. We believe that by
engaging in products for EVs we can also contribute to solving global
environmental issues through our business.

Creation of new businesses for EV

Bundled development of body and

Development of motor cores, etc.

battery housing .

¥

Proposal of optimal platforms

EV dedicated platform

Body

G-TEKT REPORT 2021

Early commercialization with
a view to overseas expansion

Battery housing EV related motor

Initiatives to Create Value Top Message

3) Make efforts at effective transfer of technical know-how using
digital transformation and transform our corporate structure

In order to respond to the transformation of the automobile industry occasioned by
the evolution of Al and IoT, we will launch a new digital transformation (DX) project
under the direct control of the President and promote organizational transformation
including principles of digital technology-driven operations.

In quality assurance, which is the foundation of customer trust, we aim at
management based on predictive prevention by rendering the Group’s quality
information visible and monitoring quality at a global level. For example, through
the introduction and usage of digital technology in the mold manufacturing
process, we succeeded by way of systematization to do away with the
completion inspections previously performed by our most experienced
technicians on-site at mold manufacturers, and through systematization enabled
both the transfer of technical know-how and the global procurement of excellent
molds matching our highest quality standards. This system can be easily used
on smartphones and tablets by installing an app for which we recently obtained a
patent. Regarding cost control, we will capture manufacturing costs in more
detail and real time than before and use the data in our management decisions.
This will allow improving the accuracy of cost planning and thus enable designing
highly profitable products from the development stage.

In order to ensure the sustainable growth of the Company, in the manufacturing
industry’s critically important areas of quality and cost control, we will
dramatically enhance reliability and corporate value, transform our corporate
structure, and use this strong corporate structure as a bridgehead connecting
to the future. We believe that this is the way of G-TEKT DX.

4) Secure diverse human resources through the review of
the personnel system

With the automobile industry undergoing dramatic changes in what is
considered a once-in-a-century transformational period, raising the diversity of
human resources has become a necessity. Moreover, both EV and new
business development are subject to constraints which leave not enough time
for nurturing these human resources from the ranks. For mid-career hires, we
will introduce an assignment-defined employment system that clarifies duties
and is remuneration-sensitive. In this way, we will secure appropriate human
resources. This job-based system will be applied mainly to mid-career hires
with knowledge of motors, etc., relevant to EVs to accelerate the speed of
change and to develop new fields. We are also considering a retirement benefit
system that is not proportionate to the years of service as well as widening our
corporate pension system. In this way we will acquire competent human
resources and build a system where employees can work with peace of mind.

As part of promoting the diversification of human resources, we will nurture
female leaders and also start the full-scale recruitment of women for factory
shop-floors in Japan. Initially, with our Tochigi Plant designated as a model
case, we will step up hiring at the precision parts inspection department, and
plan to raise the ratio of women at production sites to about 10%.

To our stakeholders

Global conditions and prospects for the global economy in the time ahead are seen to remain opaque and unstable. In
order to survive in this era of uncertainty, it is essential for us to be a company with the ability to respond swiftly and
flexibly to changes in the environment and to turn changes into opportunities for growth. With the entire management
team including myself taking the lead, the whole Group will make every effort to achieve our strategic goals.

G-TEKT, centering on its technological capabilities and human resources, will continue to achieve sustainable growth and
evolution in all circumstances, and will actively work to solve social issues through its core business.

| would like to sincerely request our stakeholders to give us your continued support.

G-TEKT REPORT 2021
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|_New work sle i he post-COVID sodidty |

|_Declining working population |

| Global envionmentalissues |
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New work style in the post-COVID society
Declining working population

Global environmental issues

Sources of strength of G-TEKT

Promote the four measures at the core of the new G-TEKT management strategy, strengthen human-resources capability
(the source of corporate strength), and reinforce proposal capability for Whole-vehicle body development

Management resources The new G-TEKT management strategy
- Main themes

Human capital

+ Human resources capable of playing

an active role globally Action for Establishment

the global of EV-related
environment business

* Professional personnel conversant
with manufacturing

+ Corporate culture that allows for
diversity

Intellectual capital
(production/technology)

+ Global production and supply
systems

P 29 factories and 5 R&D hubs in 12
countries around the world

Improvement of Transformation
the diversity of of existing
human resources businesses

+ High productivity and strong quality
assurance system

+ Advanced production technology

P Hot stamping, ultra-high-tensile steel
processing technology, aluminum
material processing technology

+ Body structure analysis capability
comparable to automobile
manufacturers

+ Global R&D network and R&D system

Marketing Technology

Human capital

Financial capital Corporate governance

+ Strong financial base
P High equity ratio,R&I Credit Rating A- Sustainability management

The future that G-TEKT aspires to and
the value it provides through its business

Execute the new G-TEKT management strategy

to achieve the new corporate value

[Users]

+ Strong and safe vehicle body
(passenger protection)

Deepening sustainability
management by executing
new management strategies

* Improved fuel efficiency
+ Comfortable driving
[Car manufacturers]

+ Reduction of automobile

[Action for the global environment] development man-hours

CO. emissions reduction target » High quality products

(Scope 1 + Scope 2) * Lightweight, high-rigidity new technology

Fy 2030 50 % reduction
* Compared to FY 2013

Shareholders and investors

+ Stable dividends and shareholder
returns (11 consecutive years of
dividend increases)

Fy 2040 1 00% reduction
* Compared to FY 2013

(Scope 1 + Scope 2 + Scope 3)

Fy 2050 Virtually zero emissions

* Improvement of corporate value

[Establishment of EV-related business]
+ Development and proposal of EV dedicated
platforms

Employees

* Rewarding workplace

+ Creation of new businesses for EV

[Improvement of the diversity of * Appropriate personnel evaluation

human resources]

+ Development of environments that allow for
the deployment and active role of diverse
human resources

* Full-featured welfare program

Supply chain

[Transformation of existing businesses] . Stable transactions

+ Transformation of corporate structure

through DX + Fair and equal business relationships

Environment and society

+ Reduction of greenhouse gases
(GHG) from automobiles

+ Environmentally friendly production
plants

+ Global job creation
+ Contribution to local communities

G-TEKT REPORT 2021
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Message from the R&D Operations Director

We support action and drive growth from
the development side for a carbon-free society
and the shift to EVs

G-TE)
Sy

Officer of the Company,

R&D Operations Director

Koki Sugawara
—

G-TEKT REPORT 2021

Overview and strengths of R&D Operations

The R&D Operations is a division established in April 2020 to
accelerate the development of high-value-added products by
focusing on our strengths in whole-vehicle body development
and advanced technologies. The division is based at the
G-TEKT TOKYO LAB (GTL) in Japan. We are mainly
responsible for advanced development elements, and we are
proceeding with our development work in collaboration with
research institutes in China and Germany. We place great
importance on aggressively protecting and managing the
intellectual property obtained through our steady technological
development and production, and are focusing on activities
where we can increase future value. In addition, different
technology development department is charged with turning
development results into production activities. With the
automotive industry in a once-in-a-century transformational
period, and with the Company in the midst of it, R&D
Operations fills a critically important position responsible for
product development able to correctly capture and flexibly
respond to shifting industry trends and customer needs.

The Company, which celebrated its 10th founding anniversary in

Two key phrases for future growth

April 2021, has over the last 10 years grown to become an
enterprise with technological and development capabilities trusted
also by the development departments of automobile OEMs. In our
development capabilities, we have acquired the ability to flexibly
respond to the needs of diverse automobile OEMs, which sets us
apart from other auto body components manufacturers.

Until March 2021, | myself was involved in development on the
automobile OEMs side. Development at Japan’s domestic
automobile OEMs often has their own development department
work together with the auto body components manufacturer to
coordinate technologies. By contrast, at European automobile
OEMSs, manufacture occurs at many companies by division of
labor, with specific suppliers appointed to supply specific
modules, and it has been my impression that the major
European suppliers trained in such an environment have superior
R&D and proposal capabilities. Against this background, from
the time we were working together as partners, | felt that as one
of the leading metal press manufacturers in Japan, G-TEKT has
R&D and proposal capabilities comparable to those of major
European competitors.

The automobile industry is undergoing a once-in-a-century
transformation marked by an accelerating global shift to
electric vehicles (EV) toward a carbon-free society. Action for
a carbon-free society and shift to EVs are important key
phrases in support of the Company’s future growth.

1. Action for a carbon-free society

With climate change becoming an increasingly serious issue,
many countries and regions around the world have started
committing to carbon neutrality. Responding to this trend,
global automobile OEMs are following suit. For the Company,
too, taking responsible action is essential.

In April 2021, we launched our Green Transformation (GX)
project and have been working to establish system and
strengthen our efforts surrounding action for the global
environment. As for the reduction of CO. emissions, in addition
to Group-wide efforts to save energy and utilize renewable
energy under Scope 1 and Scope 2, regarding Scope 3 (the
area concerning the steps of Life Cycle Assessment (LCA)
promoted by automobile OEMS) it is necessary for us as the
department charged with development to work on environmental
response measures ahead of a large number of suppliers.

The first action required toward this end, as the department
responsible for development, is to properly measure and
render visible the CO. emissions generated during the

production process, and to correctly grasp the situation.

Furthermore, in each process of LCA where negative factors that
cause CO; emissions need to be improved by the Company, it is
essential to identify through the analysis of the production action,
including material selection and manufacturing methods, the
development angle that will lead to product enhancements.

Environmental action cannot wait and the time is near when
failure to clear the levels expected by automobile OEMs could
cause trading itself to stop. This is why we will in our
development work pay close attention to and proceed with
action for the environment.

2. Efforts at the shift to EVs

The shift to EVs is one of the important steps promoted by
the automobile industry toward the realization of a carbon-
free society. For the Company, the focal point in the shift to
EVs is the participation in the development of the EV
platforms built by automobile OEMs.

To be sure, we have also achieved good results in the body
development of automobile OEMs in the era of internal
combustion engines. However, in the development of
platforms for EVs, we use our specialty field of collision and
rigidity analysis technology for proposals surrounding
structures and materials, and are proud to be able to
participate from the upstream development stage.

G-TEKT REPORT 2021
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Our greatest advantages concerning EVs are our car body
development and manufacturing technologies. Given the
Company'’s continuous evolution as a metal press manufacturer,
we own the base potential of iron and aluminum molding
technology and joining technology. We believe it is a major
strength of the Company that on top of the solid foundation of
this technological potential, we are able to add technologies that
meet new needs such as, for example, EV related components.

Regarding battery housings, we are currently developing
next-generation technologies, including those that concern
material selection and manufacturing methods. For example,
we will deliver optimal development results by combining at a
high technological level areas such as molding, joining, and
analysis technologies, etc., which are unique to the Company
and have been cultivated by us over many years as a metal
press manufacturer.

Message from the R&D Operations Director

By making full use of these technologies, we would be
capable of proposing products to automobile OEMs based
on our own concepts, but we think it is more efficient to
deliver suitable proposals based on a full understanding of the
concepts of automobile OEMs. For us it is important that in
our work an interlocking relationship exists between our
fundamental research and the tangible result in the form of
the product we provide to the customer.

Moreover, there are some automobile OEMs who look to use
the battery housing as a support for the collision
performance, rigidity, and strength of the entire vehicle body,
including the battery housing itself. With our capability to run
performance evaluations combining vehicle body and battery
housing, we are aware that one of our major strengths is our
ability to advance proposals to automobile OEMs based on
the discernment of the car body’s overall balance.

Proposing a concept enabling balanced cost-weight choices by combinations of
materials and construction methods for main structures of various vehicle models

Side frame
Hot stamping Roll forming (St)
Adaptor bracket
Folding VarioStruct® (AL/St)
Battery tray

Cold stamping

Cross member

Warm stamping (AL)

Full steel version

Cost-oriented
+12%

Benchmark
(Aluminum battery housing) +1%

M Cost

The main function of the battery housing is to protect the battery contained inside.
Our strength is the ability to establish performance assurance by way of collision
simulation using our capability in body performance analysis technology.

The simulation confirms that on
impact on a utility pole the battery
housing maintains its shape
despite car body deformation.

G-TEKT REPORT 2021

Roll forming (St)

W Weight

Mixed materials version

Cost/weight balance type

China as the most important region for developing our EV business operations

The EV market is expanding rapidly in China, the world’s
largest market. EVs made in China have advanced to an
extremely high technical level compared with a few years ago,
and many very original vehicles have come to be produced in
recent years. Our fundamental strategy is to build trust and
track records with European automobile OEMs through a
European strategy centered on G-TES, our production base
in Slovakia, with the aim of gaining in this way the EV
business in China. However, of late, newly emerging EV
manufacturers have been coming to the fore, posing a threat
to the leading automobile OEMs. With our strengths in battery
housings and other areas which we would like to
demonstrate, we are interested in establishing stronger
partnerships with newly emerging EV manufacturers. Many
future factors are still unknown, however, leaving us to search
for the best way forward while offering well-balanced
proposals surrounding costs and specifications.

Since the production bases of automobile OEMs are

Development personnel to take charge of the era of change

scattered all over the world, it will be necessary for us to
expand our business, for example through research
institutions in China and Germany, to identify the specific
needs of each production base and to put this information to
use for automobile OEMs. In other words, it is important to
reliably capture information that is available only in the field
and to systematize this information through our networks.

Efforts at systematizing relevant information in major regions
are still in progress and must be upgraded in the future. In
order to meet the expectations of automobile OEMs, we will
accurately identify the requirements of our individual
production bases. For needs that production bases cannot
procure themselves and for issues that require a fundamental
approach, ideally a division of labor should be instituted in
which R&D Operations at the parent entity G-TEKT in Japan
should take charge. To that end, we plan to further expand
the number of personnel at the R&D Operations in the future.

Although some say that the auto industry is going through a
once-in-a-century transformation, | think that countless similar
waves of change will happen. | believe that in the time ahead
the development department too will always need people with
the ability to properly watch, catch, and ride these waves.

In the time ahead, when social rules and value preferences
are changing, what we need are people who have the ability
to properly respond to such changing rules and value
preferences. Their age or other attributes play no part in this.

We aim to be a company that is able to contribute to society and the global environment while providing
new value to our customers, automobile OEMs, business partners, as well as car users.
For us to continue being this kind of company, we at R&D Operations want to be a leading force providing

support from the development side.

G-TEKT REPORT 2021
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Message from the Officer
in Charge of Environmental
Management

Officer of the Company,
Chief Global Environmental Manager

Takuto Fujii

Formulation of an Environmental Road Map

In order to strengthen our action related to climate change
issues, we have formulated an Environmental Road Map as an
action guideline and medium- to long-term plan for dealing with
climate change issues in the period from FY 2021 to FY 2050.

CO: emissions reduction target

(Scope 1 + Scope 2)
FY 2030 50% reduction * Compared to FY 2013

Targeting a level at “Well Below 1.5 Degrees” (WB1.5°C), we FY 2040 1 00% reduction * Compared to FY 2013
have adopted greenhouse gas reduction targets compliant with

the Science Based Targets (SBT) as our management strategy. (Scope 1 + Scope 2 + Scope 3)

Fv 2050 Virtually zero emissions

Scheduled

FY 2021 to FY 2025 ‘ FY 2026 to FY 2030 ‘ to FY 2040 ‘ to FY 2050

Environmental Road Map

For the realization of a sustainable society

As a company that plays a part in the supply chain of the
automobile industry, we are aware of the extreme importance
of taking appropriate measures against negative
environmental impacts arising in the course of corporate
activities. In support of the objectives of the 2050 Carbon
Neutral Declaration released by the Japanese government,
the Company has been proactive in disclosing greenhouse
gas reduction targets and in the implementation of relevant
measures. In particular, viewing climate change as a

Improvements to products’ environmental contribution and supply chain engagement

management risk as well as an opportunity, we have
formulated an Environmental Road Map until FY 2050. In
addition, we are steadily proceeding with our internal
preparations to support the TCFD recommendations, and will
strengthen our information disclosure on the effects of climate
change. Moreover, in support of creating a sustainable
society, we seek to contribute to the reduction of greenhouse
gas emissions and fulfill our social responsibilities.

According to automobile life cycle assessment, most of
greenhouse gases are emitted while driving. We believe that
creating lightweight products of high rigidity, which has been
our development stance to date, will find appreciation from
the perspective of contributing to decarbonization. In the
future, we believe that we will be assessed by automobile
OEMs not only based on our technology prowess and price
competitiveness but also in terms of products’ extent of
environmental contribution. We consider it therefore our duty
to strive to provide automobile OEMs with products made

Toward carbon neutrality

with consideration of their environmental load across the
width from development to manufacture. Especially in trading
with European automobile OEMs, external certifications and
high ESG evaluations have become important criteria of
supplier selection. Given the many issues that cannot be
solved by the Company single-handedly, we will share
information with our business partners, strengthen
cooperation in policy planning, and strive to improve supply
chain engagement.

| believe an important point in order to reduce greenhouse
gas emissions is for employees of the Group to work on their
own and build an implementation system, taking the energy-
saving efforts we are facing as the foundation. We hold that
greenhouse gas reduction depends on three pillars of
support, namely, our efforts to date at company-wide
promotion of energy conservation, as well as energy
generation through the introduction of solar power generation

equipment, and the utilization of renewable energy. For the
adoption of solar power generation and the switching to
renewable energy, which constitute major environmental
investments, efforts must involve identifying its power
composition characteristics and the transition timing for each
region and country. We will ascertain and energetically
implement these measures and in so doing advance toward
global carbon neutrality.

To achieve global carbon neutrality, we will steadily promote our efforts in collaboration with people inside and

outside the Group.

G-TEKT REPORT 2021

Energy saving

= i - 04 i
(Scopes 1 +2) Energy-saving measures at factories (-10% in FY

Utilization of

electricity derived

from renewable energy
(Scope 2)

Phase 1: Procurement of electricity derived from renewable energy

Phase 2: Energy generation for own use through installation of solar power generation equipment

Phase 3: Energy generation + Off-site renewable energy power supply + Energy supply from storage batteries

Fuel/equipment
replacement
CO:; absorption
(Scope 1)

Replacement with low-carbon fuel (for example, replacement with natural gas derived from renewable energy)
_—

Replacement/substitution with decarbonization equipment

G-TEKT'’s Forestation Program (afforestation) (forest-based CO, absorption) , U

tilization of new technologies

Scope 3 action
(Supply chain/materials)

Switching to low-carbon materials

Supplier engagement (Scope 3 emissions zero by 2050)

Information disclosure efforts in line with TCFD recommendations

We are currently preparing information disclosure and information dissemination in line with the recommendations of the Task Force

on Climate-Related Financial Disclosures (TCFD).

Governance

+ The President, Chief Executive Officer chairs the Global CSR
Conference, which monitors global environmental management

* Yearly reports to the Executive Board and the Board of Directors
on the contents of the Global CSR Conference

+ Reports by the officer serving as Chief Global Environmental
Manager to the Executive Board on business strategies with
consideration of environment-related risks and opportunities, and
reports on actual CO, emissions and basic unit forecasts and results

Risk management

* Implement climate-related risk identification and evaluation in the
GX project and release upon approval by the Chief Global
Environmental Manager (CDP)

+ Evaluate risks and opportunities according to time horizon
(short-term, medium-term, long-term), probability, and impact
degree

Strategy
+ Long-term: Release of 2050 target
* Medium-term: Release of 2030 and 2040 targets
+ Establish medium- to long-term CO. emissions reduction targets

* Report to CDP on three items each of transition risks and
opportunities in 2020

Goals and indicators

Medium-term and long-term goals
+ Disclose emissions reduction targets for 2030, 2040, and 2050

Monitoring indicators
+ CO; emissions and energy amount of Scopes 1, 2 and 3
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Cost of capital and profitability 4

Message from the Officer
in Charge of Finance

Profitability exceeding the cost of capital is required for the
enhancement of corporate value. The Company is endeavoring
to enhance investment efficiency while emphasizing ROE and
ROIC. Since the transformation that took place in the automobile
market in FY 2019, ROE and ROIC have both falling below the
target levels. Of the components of ROE, we will fix the inverse
of the equity ratio at 2 to enhance the profit margin on net sales
and also the turnover rate. In future situations where production
recovers or there are increased orders received, we will improve

asset turnover by shortening lead time of the die equipment
production and reducing the cost of equipment, while aiming to
quickly restore KPI targets by maintaining the low-cost structure
implemented during COVID-19 and improving operating profit on
net sales and the rate of return on total assets. Furthermore, we
use EBITDA as an indicator to measure earning capacity. We will
make profitable investment choices with emphasis on recovery
of cash due to new capital investment being required for the
expansion of sales.

Member of the Board,
Senior Managing Officer of the Company,
In charge of Corporate Management

Isao Yoshizawa

Certified Member Analyst of the Securities Analysts Association of Japan

ROE (return on equity) target » 10% ROIC (return on invested capital) target » 6% EBITDA (earnings before interest, taxes, depreciation,

In addition to serving as the Financial Manager, oversees “corporate,

(TS

personnel and general affairs” and “systems”

In addition to serving as the Group’s Financial Manager, | have
overseen “corporate,” “personnel and general affairs” and
“systems” as the Director in charge of Corporate Management
since FY 2014. | have supported efficient business operation by
centrally managing resources in accordance with management

Maintaining sound financial standing for supporting the period of transformation and revenue targets

targets. Within the division, we are proceeding with digitalization
and the shift online, and are working to reduce indirect costs
and ensure permeation throughout operational divisions by
reforming organizational culture through the improvement of the
skills of division members and sharing of information.

4

In response to the rapid shift toward EVs, G-TEKT has promoted
development of lightweight, highly rigid vehicle bodies, in addition
to starting battery housing development and new development of
motor cores as EV-related businesses. The TOKYO LAB serving
as an R&D base is expanding functionality with the addition of
marketing functions. Sound financial standing in addition to
abundant operating cash flow are essential for the research and

Impact of COVID-19 and emphasis on financial discipline

implementation of advanced technology. The Company targets
net sales of ¥300.0 billion and operating profit of ¥20.0 billion in
the first half of the 2020s, but these targets have not been
reached due to changes in the automobile market since 2019. In
addition to increasing net sales through the expansion of
business areas, we will proceed with thorough cost management
and reduction of indirect expenses.

A

The temporary securing of funds that arose due to COVID-19
last year has normalized due to the resumption of production.
Although active financial and monetary policies implemented
by national governments paid off, it is important to maintain a
robust financial standing able to absorb dynamic funding in

Aim of expansion of investment in intangible assets

the event of a crisis, and we will place emphasis on financial
discipline maintaining a credit rating of A- (stable) in future.
We will maintain the current equity ratio in preparation for
serious risks such as future climate change and novel
infectious diseases.

4

G-TEKT is actively conducting research and development of
advanced technology, and has also begun the creation of
intellectual property in line with the management strategy. We
are continuing to actively invest in development regardless of
the revenue environment, but are also giving consideration to
future monetization. Furthermore, we are currently preparing
for the promotion of DX in the areas of quality and cost. In
terms of personnel, we are engaged in reskilling personnel
well-versed in manufacturing. For example, we have
introduced financial and management accounting to
promotion exams, and have established the foundations for
deploying financial KPIs throughout the entire company
through deeper understanding of finances and costs on a
workplace level. We will review the retirement benefits
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scheme as a measure to address the turnover of personnel,
and also enhance the investment of contributions through
financial guidance. We will seek to improve the continuously
low price book-value ratio through the accumulation of
intangible assets and engagement with the market.
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