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welcome disclosure around board committees and would
encourage Japanese companies to adopt a three-committee
system as an optimal governance structure with fully indepen-
dent Audit and Compensation Committees and a majority
independent Nomination Committee.

It is wonderful to hear about the work that Mr. Uda is lead-
ing as a member of the Nomination Committee. Investors will
be interested in the key role of the Nomination Committee. |
would like to see disclosure of the role of each committee and
the issues they were dealing with that year. In particular, a formal
and transparent approach to board director appointments is
important based on relevant and objective selection criteria,
led by an independent Nomination Committee. This helps
ensure board refreshment aligned with the company’s
long-term strategy, succession planning and diversity policy.

The S of ESG (Social) is an Even

Higher Priority During the COVID-19
Pandemic: Human Rights and Workforce
Safety Initiatives

Waring: In ICGN’s Global Governance Principles, we have two
new specific social-related principles. One on human rights,
requiring that the board is sufficiently informed on how human
rights and modern slavery may present material business and
reputational risks or compromise corporate value. And the sec-
ond key point is around workforce safety, asking if there is trans-
parent reporting and disclosure of how a company identifies and
prevents workforce safety risks in its operations and supply chain.
Burger: COVID-19 has really brought the S of ESG up the
agenda quite significantly. And | think that’s not going away.
There is a heightened scrutiny of social impact and the ways
companies are operating. One of the areas that Kerrie high-
lighted, modern slavery, is of particular interest. We’ve seen
significant issues and concerns in places like Myanmar and in
the Xinjiang region of China, and collected information to see
if the companies that we’re invested in are exposed to those
regions. And then we take a decision as to whether we, as an
investor, want to be involved with companies that are exposed
to those regions, and if they are exposed to modern slavery or
human rights abuses. Ideally, that exposure doesn’t exist. But
we recognize that we live in a global marketplace where it's
very difficult to not be exposed. If there is that exposure, we
ask the companies what they’re doing, and where they have
that level of exposure, how is that being managed. This kind of
reputational issue is very important to address because it’s not
just investors as stakeholders that are interested in limiting
their exposure to that reputational issue, but it’s also germane
from an external regulator’s perspective.

Regarding workforce safety, your safety numbers are top
drawer. That key important area of performance is crucial.

Uda: | would like to talk about the current issues and how |
approach them as an independent director. Human rights
issues are very important, and in an effort to make our position
on human rights clearer, we released the EBARA Group
Human Rights Policy in 2019. | think it’s important to continu-
ously discuss human rights issues and to clarify and disclose
our stance. It’s also very important for us to consider ESG
through our supply chain. In the Sustainability Committee, we
actively discuss the current situation not only for ourselves but
also for the entire supply chain. We have been working hard
on workforce safety, and serious accidents are extremely rare.

Listening to both of you today, | was able get a better
understanding of the importance of these themes. | would like
to ensure that the EBARA Group as a whole tackles these
issues thoroughly.

Burger: EBARA has continued to implement positive corpo-
rate governance reforms over the course of the last few
decades. It's a huge positive that we see cross shareholdings,
which investors are very interested in, have shrunk down to
zero at EBARA over the course of the last five years.

As investors, what we’re really trying to do from the disclo-
sures that a company makes is recognize where there’s “form
over substance” or “substance over form.” I’'m trying to get an
insight into what level of box-ticking there is versus what is
actually there in terms of belief in good corporate governance
and the corporate value that it holds. EBARA is definitely
more of the substance, not just form, and going above and
beyond. My interpretation is that EBARA understands that
good corporate governance can add value. It provides security
and effectiveness.

Uda: I've appreciated your feedback and opinions. It’s
extremely difficult to suddenly create corporate value in two or
three years. Real change takes time. It has been more than a
decade since we started our corporate governance reform,
and | think the changes we’ve made are significant. | will con-
tinue the reforms and keep enhancing EBARA’s corporate
value. Thank you very much for your time today.
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REFINED ESG-FOCUSED MANAGEMENT—GOVERNANCE
Composition of the Board of Directors

To ensure the Board of Directors effectively fulffills its roles and
responsibilities, the Company shall make up the Board with
directors of sufficient knowledge and experience inside and
outside the Company in areas related to business manage-
ment. Knowledge and experience important to the Company
are defined as the areas of “legal affairs and risk management,”
“personnel and human resource development,” “finance,

Basic Policies

B The majority of Directors shall be Independent Directors, and the
number of Executive Inside Directors shall be minimized.

B The members of the Nomination Committee, Compensation
Committee, and Audit Committee shall consist solely of Non-
Executive Directors, the majority of whom shall be Independent
Directors, and the chairperson of each committee shall be an
Independent Director.

B The Chairman of the Board of Directors shall be an Independent
Director.

B The Board of Directors shall be composed in a manner that
takes diversity into account in terms of gender, length of service,
and other factors.

Corporate Governance System at a Glance (as of March 26, 2021)

Format Company with Three Committees

Independent Director

Chairman of Board of Directors

Number of Directors o
Of whom are Independent Directors 7
Number of Independent Directors* 7

Term of Directors 1 year

Ratio of Non-Executive
Directors

Ratio of Independent
Directors

Directors concurrently
serving as Executive Officers
]

e o
3
7 O % 9 O %

Independent
Directors Directors not concurrently
7 serving as Executive Officers 9
(Of whom are Independent Directors 7)

Ratio of Female Ratio of Directors’

Directors length of service
Female 7 years or more
Directors 2
3
1-2 years
300/0 5-6 years . 3
1
Male
Directors
7 3-4 years
4

Composition of Three Committees

Nomination Compensation  Audit

Committee  Committee Committee

Number of members ) 3 A

Of whom are Independent Directors 2 3 2
Of whom are Inside Directors 1 0 1

*1. Independent Directors as designated under the Tokyo Stock Exchange (TSE)
listing rules.
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accounting, and capital policy,” “auditing,” “management of
individual businesses (in the Company),” “corporate manage-
ment and management strategy,” “research and develop-
ment,” “the environment,” “social,” and “internal controls and
corporate governance.” In addition to having appropriate
knowledge in all of these areas, the Company appoints nomi-
nees for Director positions by specifying areas in which the

Overview of the Board of Directors (As of March 26, 2021

—

N Classification
ame Committee positions
- i Director,
Toichi ' et
el Member of the Nomination em—
Maeda Committee
Masao Director, President and
. Representative Executive
Asami Officer
Independent Director,
Sakon Cha!rman of the Board
d of Directors,
Uda Member of the Nomination
Committee
Hajime Inde_pendent Director,
Chairperson of the
Sawabe Compensation Committee
Hiroshi Leagl Independent Director,
Chairperson of the
Oeda Nomination Committee
Masahiro Inde_pendent Director,
hi Chairperson of
Hashimoto the Audit Committee Audit Committee
Junko Independent Director,
i Member of the
Nishiyama Compensation Committee
Mie Independent Director,
. Member of the
Fuumoto Compensation Committee
NEW Independent Director,
:
Hisae Member of
Kitayama the Audit Committee Audit Committee
Akihiko Member of
Nagamine the Audit Committee Audit Committee

Non-Executive Inside Director

Independent Independent Director with notification submitted to

Tokyo Stock Exchange

| Nomination Committee | Member of the Nomination Committee

l Compensation Committee ‘ Member of the Compensation Committee

Audit Committee

Member of the Audit Committee




Company particularly expects them to contribute.
The Board of Directors appointed in the fiscal year ending
December 31, 2021 is composed of 10 Directors. Of these,
seven are Independent Directors and three are women. The
Directors have very diverse backgrounds in terms of gender,
global profile, and length of service, and have appropriate

knowledge and experience in ESG management and global
business that will contribute to the sustainable enhancement
of EBARA’s corporate value.

Reasons for the selection of individual Directors can be found in the proposal for the election of Directors contained in the Notice of the 156th Ordinary General Meeting of Shareholders

@ https://www.ebara.co.jp/en/ir/stock/shareholdersmeeting/__icsFiles/afieldfile/2021/03/23/E6361_156r1_1.pdf

Attendance at Board of Directors’ and committee meetings in
FY2020 Areas in which Directors (Non-Executive Directors) are expected to contribute*?
(Meetings attended / Total meetings)
Legal affairs | -ersonnel | Finance, mis;pzrri[:nt Research izl
Board of Nomination | Compensation Audit a?n d risk and human | accounting, Auditin ai d and The Social controls and
Directors Committee Committee Committee management| "€SeUrce and capital 9 management| development environment corporate
9 development policy M P governance
strategy
/\/" o o M
15/15 13/13 all L I F Y
15/15 — — — — — — — — —
o o M
15115 | 13/13 i bk |
/\/" o o M
14/15 1 il Pl | Eid
o o o
15115 | 13/13 i bl |
,\/J' o o M
15/15 77 17/17 il U Y
.. 3
15/15 17/17 L T Y
b it | 2
10/10% 5/5% V) il | g
March 2021 March 2021 Lo 2
Assumed Assumed A@ i tex)
Office Office
March 2021 March 2021 L. 2
Assumed Assumed A@ i 5
Office Office

*2. The above table does not represent all of the areas in which Directors possess expertise.
*3. Mie Fujimoto was newly appointed to the position of Director and as a member of the Compensation Committee at the 155th Ordinary General Meeting of
Shareholders that took place on March 27, 2020, and the Board of Directors meeting held the same day. Accordingly, her attendance figures pertain to Board of

Directors meetings and Compensation Committee meetings held after this date.
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REFINED ESG-FOCUSED MANAGEMENT—GOVERNANCE

Board of Directors
(As of March 26, 2021)

Hiroshi Oeda @ Masahiro Hashimoto @
Lead Independent Director Chairperson of the Audit
Chairperson of the Committee

Nomination Committee
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Mie Fujimoto @

Member of the
Compensation Committee

Sakon Uda @ Toichi Maeda

Chairman of the Board of Member of the Nomination
Directors Committee

Member of the Nomination

Committee

Hajime Sawabe @

Chairperson of the
Compensation Committee



Masao Asami Hisae Kitayama @ Junko Nishiyama @ Akihiko Nagamine

President and Representative Member of the Audit Committee Member of the Compensation Member of the Audit Committee
Executive Officer Committee

@ Independent Director
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REFINED ESG-FOCUSED MANAGEMENT—GOVERNANCE

Brief Personal Histories of Directors
(As of March 26, 2021)

Toichi Maeda Masao Asami
Director, Director,
Member of the Nomination President and Representative
Committee Executive Officer
Apr. 1981 Joined the Company Apr. 1986 Joined the Company
Apr. 2007 Executive Officer Apr. 2010 Executive Officer
Apr. 2010 Managing Executive Officer Apr. 2011 Division Executive, Sales and Marketing Division,
Apr. 2011 Head of Business Unit, Custom Pump Business Unit, Fluid Machinery & Precision Machinery Company
Systems Company Apr. 2014 Managing Executive Officer
Jun. 2011 Director Jun. 2015 Managing Executive Officer*
Apr. 2012 President, Fluid Machinery & Systems Company Apr. 2016 President, Precision Machinery Company
Apr. 2013 President and Representative Director Mar. 2019 Director (to present)
Jun. 2015 President and Representative Executive Officer* President and Representative Executive Officer (to present)
Mar. 2019 Director, Chairman of the Company (to present)
Member of the Nomination Committee (to present)
Sakon Uda

Independent Director,
Chairman of the Board of
Directors, Member of the

Hajime Sawabe

Independent Director,
Chairperson of the Compensation

Nomination Committee Committee
Apr. 1981 Joined Nippon Kokan K.K. (currently JFE Holdings, Inc.) Apr. 1964 Joined Tokyo Denki Kagaku Kogyo K.K. (currently TDK Corporation)
Aug.1989 Joined McKinsey & Company Jun. 1996 Director, Executive Vice President of Recording Device Business,
Feb. 2006 Executive Officer, Japan Post Holdings Co., Ltd. TDK Corporation
Oct. 2007 Senior Managing Executive Officer, Japan Post Holdings Co., Ltd. Jun. 1998 President & Representative Director, TDK Corporation
First Executive Officer, Japan Post Service Co., Ltd. Jun. 2006 Chairman & Representative Director, TDK Corporation
(currently Japan Post Co., Ltd.) Mar. 2008 Outside Director, Asahi Glass Co., Ltd. (currently AGC Inc.)
May 2010 Professor, Kenichi Ohmae Graduate School of Business (to present) Jun. 2008 Outside Director, TEIJIN LIMITED
Jul. 2010 Executive Officer, Chief Operating Officer, The Tokyo Star Bank, Limited Outside Director, Nomura Securities Co., Ltd.
Jun. 2011 Director (to present) Jun. 2009 Outside Director, Nomura Holdings, Inc.
Sep.2012 Counselor, Nuclear Damage Liability Facilitation Fund (currently Nuclear Mar. 2011 Outside Audit & Supervisory Board Member, Nikkei Inc.
Damage Compensation and Decommissioning Facilitation Corporation) Jun. 2011 Director, Chairman of the Board & Directors, TDK Corporation
Apr. 2014 Dean, Faculty of Business Administration Professor, Business Oct. 2011 Councilor, Waseda University
Breakthrough University (to present) Apr. 2012 Executive Advisor, Japan Management Association
Jun. 2014 Director, Business Breakthrough, Inc. (to present) Jun. 2012 Executive Advisor, TDK Corporation
Jun. 2015 Director, Public Utility Fund Japan-North America Medical Exchange Jul. 2014 Vice President, Board of Trustees, Waseda University
Foundation Jun. 2015 Outside Director, Japan Display Inc.
Chairperson of the Nomination Committee Director (to present)
Jul. 2015 Lead Independent Director Member of the Compensation Committee
Apr. 2016 Vice President, Business Breakthrough University (to present) Jul. 2018 President, Board of Trustees, Waseda University (to present)
Sep.2016 Advisor to Tokyo Metropolitan Government Apr. 2019 Adviser of the Executive Board, Value Creation 21 (to present)
Special advisor to the Tokyo Metropolitan Government Political Reform Mar. 2020 Chairperson of the Compensation Committee (to present)
Headquarters
Jun. 2017 Member of the Compensation Committee
Jul. 2017 Executive Director, Public Utility Fund Japan-North America Medical
Exchange Foundation (to present)
Mar. 2019 Chairman of the Board of Directors (to present)

Member of the Nomination Committee (to present)

* Indicates shikkou-yaku, a Japanese legal term which refers to executive officers who are appointed by the Board of Directors to execute company policy and strategy. The role and legal title of

such executive officers are described in the Companies Act of Japan, and as such they bear fiduciary duties to the Company.
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Hiroshi Oeda Masahiro Hashimoto
Lead Independent Director, Independent Director,
Chairperson of the Nomination Chairperson of the Audit
Committee Committee
Apr. 1980 Joined Nisshin Flour Milling Inc. (currently Nisshin Seifun Group Inc.) Apr. 1972 Joined The Daiwa Bank, Limited (currently Resona Bank, Limited)
Jun. 2009 Director, Nisshin Seifun Group Inc. Nov.1998 President, Bank Daiwa Perdania (Indonesia)
Apr. 2011 Director and President, Nisshin Seifun Group Inc. Jul. 1999 General Manager of International Division, The Daiwa Bank, Ltd.
Apr. 2015 Member of Management Council, Hitotsubashi University Jun. 2001 Managing Director and General Manager of Financial Department,
Apr. 2017 Director and Executive Advisor, Nisshin Seifun Group Inc. Dainippon Screen Mfg. Co., Ltd. (currently SCREEN Holdings Co., Ltd.)
Jun. 2017 Corporate Special Advisor, Nisshin Seifun Group Inc. (to present) Jun. 2004 Senior Managing Director, Dainippon Screen Mfg. Co., Ltd.
President, Seifun Kaikan Inc. (to present) Jun. 2005 Representative Director, President and Chief Operating Officer,
Dec.2017 Member of the Japanese National Commission for UNESCO Dainippon Screen Mfg Co., Ltd.
Mar. 2018 Director (to present) Apr. 2014 Vice Chairman, Dainippon Screen Mfg. Co., Ltd.
Member of the Nomination Committee Jun 2015 Senior Advisor (part-time), Dainippon Screen Mfg. Co., Ltd.
Jun. 2018 Outside Director, SEKISUI CHEMICAL CO., LTD. (to present) Apr. 2016 Industrial promotion advisor, Kumamoto Prefecture (to present)
Mar. 2019 Chairperson of the Nomination Committee (to present) Mar. 2018 Director (to present)
Jun. 2019 President, Hitotsubashi University Koenkai (to present) Member of the Audit Committee
Mar. 2020 Lead Independent Director (to present) Mar. 2019 Member of the Compensation Committee
Dec.2020 Vice Chairperson, Japanese National Commission for UNESCO Mar. 2021 Chairperson of the Audit Committee (to present)
(to present)
Junko Nishiyama Mie Fujimoto
Independent Director, Independent Director,
Member of the Compensation Member of the Compensation
Committee Committee
Apr. 1979 Joined Lion Fat & Oil Co., Ltd. (currently Lion Corporation) Apr. 1993 Registered as an attorney (to present)
Mar. 2006 Director, Finished Product Department, Purchasing Headquarters, Joined New Tokyo Sogoh Law Office
Lion Corporation Jun. 2009 Outside Corporate Auditor, Kuraray Co., Ltd.
Mar. 2007 Director, Finished Product Purchasing, Production Coordinating Apr. 2015 Joined TMI Associates (to present)
Department No. 2, Production Headquarters, Lion Corporation Jun. 2015 Outside Audit & Supervisory Board Member, SEIKAGAKU
Jan. 2009 Director, Packaging Engineering Research Laboratories, CORPORATION (to present)
Research & Development, Headquarters, Lion Corporation Jun. 2016 Outside Audit & Supervisory Board Member, Tokyo Broadcasting System
Jan. 2014 Director, CSR Promotion Department, Lion Corporation Holdings, Inc. (Outside Audit & Supervisory Board Member,
Mar. 2015 Standing Corporate Auditor, Lion Corporation Tokyo Broadcasting System Television, Inc.) (to present)
Mar. 2019 Adbvisor, Lion Corporation* Mar. 2019 Outside Director, Kuraray Co., Ltd
Director (to present) Mar. 2020 Director (to present)

Member of the Audit Committee
Jun. 2019 Outside Director, JACCS CO., LTD. (to present)
Jun. 2020 Outside Auditor, TODA CORPORATION (to present)
Mar. 2021 Member of the Compensation Committee (to present)
*Resigned as of March 31, 2021

Hisae Kitayama

Independent Director,
Member of the Audit Committee

Akihiko Nagamine

Director,

Member of the Audit Committee

Member of the Compensation Committee (to present)

Oct. 1982 Joined Asahi Accounting Company (Currently KPMG AZSA LLC)
Mar. 1986 Registered as Certified Public Accountant (to present)
May 1999 Partner, Asahi Accounting Company (Currently KPMG AZSA LLC)
Jul. 2013 Managing Executive Director, KPMG AZSA LLC
Jun. 2019 Chairman, Kinki Chapter of Japanese Institute of Certified Public
Accountants (to present)
Jul. 2019 Deputy Chairman, Japanese Institute of Certified Public Accountants
(to present)
Senior Executive Director, KPMG AZSA LLC
Jun. 2020 Outside Director, Tsubakimoto Chain Co. (to present)
Jul. 2020 Representative, Kitayama Public Accounting Office (to present)
Mar. 2021 Director (to present)
Member of the Audit Committee (to present)

Apr. 1982
Jun. 2006
Jul. 2010

Apr. 2014

Apr. 2015
Jun. 2015

Mar. 2021

Joined EBARA DENSAN LTD.

Director, EBARA DENSAN LTD.

Joined the Company as General Manager, Investment and Affiliates
Supervision Department, Finance & Corporate Accounting Division
Division Executive, Finance & Accounting Division

Executive Officer

Executive Officer

Responsible for Finance & Accounting, Group Management,

and Internal Control

Director (to present)

Member of the Audit Committee (to present)

EBARA Group Integrated Report 2021 62



REFINED ESG-FOCUSED MANAGEMENT—GOVERNANCE

Corporate Governance

The EBARA Group has established the “EBARA Way,”
composed of its Founding Spirit, Corporate Philosophy,
and CSR Policy, as the EBARA Group’s identity and set
of values to be shared across the Group. Under the
“EBARA Way,” the enhancement of corporate value
through sustainable business development and sharing
the results with all stakeholders, including shareholders,
are EBARA’s most important management objectives. To
achieve such objectives, we constantly seek the best

possible corporate governance systems and strive toward
further enhancement.

With this in mind, EBARA has adopted the Company with
Three Committees structure. Independent Directors serve in
important roles and Non-Executive Directors (Directors who
do not concurrently serve as Executive Officers), including the
Independent Directors, make up a majority of the Board of
Directors. The system also incorporates a clear separation of
supervision and business execution.

Corporate Governance Systems (As of March 26, 2021)

Supervision General Meeting of Shareholders

Board of Directors Nomination Committee ‘
Chairperson
Chairman
Independent Directors’ Meeting Compensation Committee
Independent Directors Chairperson
Chairperson Inside Directors Audit Committee
(non-executive) ‘ ‘ Chairperson
Inside Directors Audit Committee
(executive) Office
Audit Department
Supporting organization for
the Board of Directors
Corporate Strategic
. Planning Department
Business
Execution Management Meeting
President and
Representative ‘
T Executive Officer -
Risk Management Panel Corporate Audit
Department

— |

Sustainability Committee

I
Executive ‘ ‘ ‘ i i ‘ ‘
Officers ‘ ‘ ‘ ‘ ‘ ‘

: - - T Business Operating Organizations
Meeting bodies for business execution

Disclosure Committee

Management Planning
Committee

Independent Directors ‘ Inside Directors (non-executive) ‘ Inside Directors (executive) ‘ Executive Officers

Major Initiatives Taken in the Fiscal Year Ended December 31, 2020

Amid the uncertainty of the COVID-19 pandemic, the Board
of Directors kept a close watch on changes in the business
environment in the fiscal year ended December 31, 2020.
Since 2020 marked the first year of the long-term vision and
medium-term management plan, the Board of Directors firmly

deliberated and monitored the measures set forth in the plan
to ensure their realization. The Board of Directors was able to
further enhance its awareness of the Company’s important
medium- and long-term management issues and hold more
effective discussions.

Major Items Discussed by the Board of Directors in the Fiscal Year Ended December 31, 2020

= Monitoring of the long-term vision and medium-term management plan

= Set annual management plans and non-financial and financial KPIs for
each business unit

= Monitoring of and follow-up on management plan progress of
individual businesses
(Discussion of issues such as the evaluation of the impact of COVID-19)

* Medium- to long-term financial strategies
= Cross-shareholdings policies
= Evaluation of the effectiveness of the Board of Directors and follow-up
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Initiatives for Strengthening Corporate Governance

Around the turn of the century, the Company reacknowledged the importance and necessity of corporate governance systems.
Since then, we have been introducing improvements to our governance systems in phases to facilitate the Company’s sustain-
able growth and fulfill its social responsibilities. We will continue to improve our governance systems as necessary to achieve
further improvements and move them toward the ideal state in which the Board of Directors can fully exercise its functions.

Evolution of EBARA’s Corporate Governance System

Start of corporate

governance initiatives

= Introduction of Executive
Officer System

« Reduction of the number of
Directors stipulated in the
Articles of Incorporation

Commencement of

governance reforms

« Appointment of Independent
Directors

« Voluntary establishment of
Nomination / Compensation
Advisory Committee

« Revision of Directors’ and
Executive Officers’
compensation systems

Development of frameworks
to improve effectiveness

« Transition to the Company
with Three Committees
format

« Start of annual evaluations of
the effectiveness of the Board
of Directors

» Revision of Directors’ and
Executive Officers’
compensation systems

Pursuit of further transpar-

ency and impartiality

« Appointment of
Independent Director as
Chairman of the Board of
Directors

« Reduction of number of
Executive Inside Directors
to 1 (President,
Representative Executive
Officer)

April 2002-March 2007

April 2007-March 2015

April 2015-December 2018

January 2019-

Governance

Organizational format

Company with Board of Company Auditors

Company with Board of Company Auditors

06/15:Company with Three Committees

Committees

08/08: Voluntary establishment of
Nomination / Compensation
Advisory Committee

02/09: Membership of:

= Nomination Advisory Committee:

2 Inside, 2 Independent
= Compensation Advisory Committee:
2 Inside, 2 Independent

06/15: Establishment of Nomination /
Compensation / Audit Committee
as statutory committees under the
Board of Directors
06/17: Membership of:
= Nomination Committee:
2 Independent, 1 Inside

= Compensation Committee:
3 Independent

= Audit Committee:
3 Independent, 2 Inside

03/21: Membership of:

= Nomination Committee:
2 Independent, 1 Inside

= Compensation Committee:
3 Independent

= Audit Committee:
2 Independent, 1 Inside

* Each committee is chaired by an inde-
pendent director.

Chairman of the Board
of Directors

President of the Company

06/13:Director, Chairman
(Non-Executive Inside Director)

03/19: Independent Director

Separation of supervision
and business execution

05/02: Introduction of Executive Officer
System

06/02: Reduction of the number of
Directors stipulated in the Articles of
Incorporation (35 — 20)

06/05: Reduction of the number of
Directors stipulated in the Articles of
Incorporation (20 — 12)

06/15: Revision of rules of the Board of
Directors to delegate greater
authority to the business
executive team

03/19:Reduction of the number of
Executive Inside Directors
B-1)

Number of Members of
the Board of Directors

_ brectos 06/02: 20 ) 06/05: 12 )  06/08:12 ) 06/11: 12 ) 06/15:14 ) 06/17: 13 ) | 03/19: 11 e 03/20: 10
Independent Directors 06/08: 2 ) 06/11: 4 ) 06/15: 7 ) 06/17: 7 p |03/20; 7 ——p 03/21: 7
(of which, female) @ ) @ )
Outside Audit & Supervisory  gg/01: 2 > 06/07:3 I
Board members " "
Directors’ and Executive 06/02: Shortening of term of directors from  03/08: 10/19: Establishment of standards for
Officers’ nomination two years to one year = Establishment of standards for evaluating average Board meeting
independence of Independent Directors attendance and number of
= Establishment of basic policies for Directors’ concurrent positions at other
and Executive Officers’ nominations companies held by Directors
= Establishment of tenure limit for Directors
and Executive Officers
Directors’ and Executive 05/09: 03/18:

Officers’ compensation

« Establishment of Basic Policy on
Directors’ and Executive Officers’
Compensation

= Abolition of officer retirement benefit system

=Introduction of share-based payment

stock options

= Abolition of stock option system

= Introduction of restricted stock compen-
sation plan and performance-linked
stock compensation plan

Advisors

06/15: Abolition of the provision regarding
advisors in Articles of Incorporation

Evaluation of Board of
Directors’ effectiveness

06/16: Start of evaluations of the effective-
ness of the Board of Directors

06/17: Addition of individual interviews into
procedures for evaluating the effec-
tiveness of the Board of Directors

EBARA Corporate
Governance Basic Policy

11/15: Establishment

11/18: Revision (addition of regulations
regarding non-reappointment of
President, etc.)

01/21: Revision (The majority of direc-
tors are independent directors,
and each of the three committees
is chaired by an independent
director in principle.)
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REFINED ESG-FOCUSED MANAGEMENT—GOVERNANCE
Corporate Governance

Evaluation of the Effectiveness of the Board of Directors

Since the shift to the Company with Three Committees struc-
ture in the fiscal year ended March 31, 2016, the Board of
Directors has been conducting annual evaluations of its effec-
tiveness (including that of the Nomination, Compensation,
and Audit Committees) and disclosing the results. The pur-
pose of these evaluations is to verify how the Board of

Directors contributes to effective corporate governance as
well as to identify issues and make improvements. The
improvement status of issues identified in the previous year is
verified through the annual evaluation. Based on this verifica-
tion, the next issues are identified, and the PDCA cycle is
implemented to ensure continuous governance reform.

Evaluation of the Effectiveness of the Board of Directors in the Fiscal Year Ended December 31, 2020

New items were added to the evaluations about response to
changes in social conditions and issues surrounding the
Company, and the assessment items for the Audit Committee
evaluation were expanded and improved. In addition to the
annual benchmarking analysis,* new benchmarking was
created based on the disclosure materials of four international
companies highly regarded for their self-evaluations and
disclosing the Board of Directors’ activities. This additional
benchmarking was incorporated in order to implement
management measures to further improve the Company’s
effectiveness evaluations. Finally, a summary was made of
the five years since transitioning to the Company with Three
Committees structure, including excerpted key points from
evaluations that raised awareness and led to needed reforms
within the Board of Directors.

* To self-evaluate the Company’s corporate governance system, it is compared annually with
both Japanese and international governance standards and guidelines.

Analysis and Evaluation Process

With the assistance of an independent third-party, the
Company had each Director complete a questionnaire and
then held individual interviews with all of the Directors based
on their responses to the questionnaire. These results and the
benchmarking analysis results were shared with the Directors
and intensively discussed at the Board meeting. In addition,
based on the results of the evaluation of effectiveness, all
Directors (excluding the Chairman of the Board) evaluated*
the Chairman of the Board and deliberated on whether he
should continue serving as Chairman in the next fiscal year.

* Since an Independent Director has been serving as Chairman of the Board of Directors
since March 2019 onward, the Chairman of the Board is evaluated annually in light of the
role’s importance.

Questionnaires and Individual Interviews

Questionnaires are used to identify overarching trends
pertaining to important matters concerning the effectiveness
of the Board of Directors and the committees, while more
in-depth evaluations of particularly important matters are
performed through individual interviews.

65 EBARA Group Integrated Report 2021

Major Questionnaire Items

» Roles and functions of the
Board of Directors

» Size and composition of the
Board of Directors

 Status of operation of the
Board of Directors

= Composition and roles of the
three committees

= Status of operation of the three
committees

* Support systems for
Independent Directors

» Relationships with investors and
shareholders

= Self-evaluations

Major Topics of Individual Interviews

= View of businesses and management (business portfolio
transformations, corporate functions)

» View of Board and committee meetings (view of discussions,
the Chairman, number of participants, and format of meetings)
= Composition of Independent Directors and succession planning

« Status of the Audit Committee
= Dialogue with capital market actors

Summary of the Results of Analysis and Evaluation

In consideration of the survey results, it was confirmed that the
Board of Directors and its committees are conducting ade-
quate discussions on important issues, are operating appropri-
ately, and are making progress in addressing the issues raised
in the previous year. Therefore, it was determined that the
effectiveness of the Board of Directors is sufficient.

Action to Be Taken

The Board of Directors identified the following items to be dis-
cussed on an ongoing basis at Board and committee meet-
ings to further enhance the effectiveness of the Board of
Directors, in addition to continuing reforms that have already
been implemented.

* The Board will continue to select important medium- and long-term
material issues, provide opportunities for in-depth discussion, and
encourage execution of operations to quickly address issues based
on appropriate decision-making. The Board will continue to periodi-
cally verify, evaluate, and follow up on the results.

= To maintain the long-term composition and diversity of the Board of
Directors, the Board will provide its human resources portfolio and
succession plans for Independent Directors based on the discus-
sions of the Nomination Committee.

» The Board will discuss its basic approach and push for execution
that ensures effective and strategic dialogue with capital market
actors and dialogue with media with the capital market in mind.

= Based on the benchmarking analysis, the Board will consider ways
to clarify guidelines that are already in place in the Company but are
not yet clearly defined.



Nomination Committee

Members 3 (2 Independent Directors 1 Non-Executive Inside Director & )

Hiroshi Oeda possesses a wealth of general corporate management
experience, and he was appointed as chairperson of the Nomination

Reason for appointment
of chairperson

Committee so that his substantial insight can be utilized.

Meetings in FY2020 13

L

The Nomination Committee is mainly responsible for deciding
on the proposals to be submitted to the General Meeting of
Shareholders concerning the appointment and dismissal of
Directors, appointment and dismissal of the Chairman of the
Board of Directors and committee members, recommenda-
tions to the Board of Directors concerning the appointment
and dismissal of Executive Officers, and recommendations to
the Board of Directors concerning the appointment and
dismissal of Directors with special titles and Executive Officers
with special titles (the President and the Chairman of the
Company), in addition to succession planning for the
President and Representative Executive Officer.

Hiroshi Oeda

Succession Plan for the President and Representative
Executive Officer

The establishment and implementation of the succession plan
for the President and Representative Executive Officer is one
of the most important tasks for the Nomination Committee.
The Company’s succession plan has two major characteris-
tics. The first characteristic is that this plan is formulated
primarily by the Nomination Committee, of which the current
President is not a member. The second characteristic is that,
when selecting the next President, the Nomination Committee
coordinates with the executive team to systematically cultivate
candidates and select the successor over an extended period
of time. The Nomination Committee is composed of three
Non-Executive Directors, including two Independent Directors
and the Chairman of the Company. This membership ensures
the objective selection of ideal candidates. The Company has
a policy stating that excessively long terms should be avoided
for members of senior management (the President and the
Chairman of the Company) and that individuals in these posi-
tions should be changed periodically. The upper limit for the

Six-Year Cultivation and Selection Process

Lead Independent Director, Chairperson of the Nomination Committee

term of the President is six years. The current President, who
was appointed in March 2019, was selected through a process
of cultivating, evaluating, and narrowing down candidates that
began three years prior.

Cultivation and Selection Process

The Nomination Committee has formulated a new six-year
succession plan for selecting the next President, and training
on the cultivation and selection process for this plan
commenced in 2019.

EBARA’s succession plan begins with searching for candi-
dates with the potential to fill the position of President in the
future. A development program is then conducted to instill in
candidates the basic skills expected of executives. This future
manager development program includes discussions with
managers from Japan and from overseas, coaching from
external specialists on introspective thinking, and other provi-
sions designed to cultivate the sense of commitment required
of an executive while improving the viability of candidates.
During this process, the individuals that will be advanced to
the next step are chosen.

The next step of the plan is to have candidates address
specific business issues via the management issue resolution
program. Candidates who proceed to this stage are placed in
positions that take them out of the area in which they have
experience or have previously been responsible for through
means such as transfer to another division. They are then
expected to work to address actual management issues while
experiencing various new aspects of business.

The candidates to be submitted for final consideration are
selected from among the individuals that have excelled at this
step. Candidates for final consideration receive coaching on
the mindset and thought processes necessary of the

1st Year ‘ ‘ 2nd Year ‘ ‘

3rd Year

‘ ‘ 4th Year ‘ ‘ 5th-6th Years

Future Manager Selection Management Issue

Development Program

Candidate Search 1*

@

* Images do not represent actual numbers of candidates.

Selection

B ——

Future Manager

at Development Program ‘

Candidate Search 2*

@

Selection

Management Issue

Resolution Program Coaching /

Selection

Selection of
President

Selection Selection
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President from a professional executive coach and are
expected to apply what they learn accordingly. Candidates
are evaluated during the coaching process, and the results of
these evaluations are reported to the Nomination Committee.
The qualities required in the President include perseverance
and passion in addition to other qualities expected of executives.
Additional requirements are also defined based on the man-
agement circumstances at a given time. The final decision of who
will become the next President is made by the Nomination
Committee based on the degree to which the required qualities
are possessed as well as on qualities such as flexibility and
growth potential as decided based on the extent to which the
candidate grew before and after receiving coaching.

Compensation Committee

In 2020, the second year of the President’s six-year
succession plan, a medium-term management plan steering
committee meeting was held to identify specific management
issues and lead reforms. First, the committee examined what
was necessary to achieve E-Vision 2030, our long-term vision
announced in February 2020, and then formed market-specific
teams to plan business development from a market-oriented
perspective, one of the key items of the vision. The Nomination
Committee was actively involved in the implementation and
monitoring of this program. Going forward, advice will be
given on initiatives to promote further growth of the program
participants, such as rotating participating members, and to
cultivate management candidates.

Members

-

3 (3 Independent Directors )

Reason for appointment
of chairperson

Hajime Sawabe possesses an abundance of experience pertaining to general
corporate management, is well versed in corporate planning, and has a rich
background of serving as an outside director at other listed companies. He
was appointed as chairperson of the Compensation Committee so that he
can utilize his wide-ranging insight into various industries as he exercises
leadership in the development of the Company’s compensation systems.

Meetings in FY2020 7

Hajime Sawabe

The Compensation Committee decides on policies and
amounts of compensation for individual Directors and
Executive Officers in addition to making recommendations to
the Board of Directors concerning officer compensation
systems at affiliates and other companies.

Changes to Performance Indicators for Short-Term
Performance-Linked Compensation

Previously, we used operating income and operating income
ratio as performance indicators (Companywide and by
business), but to implement return on invested capital (ROIC)
management and achieve the medium-term management
plan, we have changed the indicators to consolidated ROIC,
consolidated operating profit, and service & support (S&S)
revenue. In addition, for individual targets set by Executive
Officers other than the President and Representative Executive

Independent Director, Chairperson of the Compensation Committee

Officer, we have established a system to set key performance
indicators (KPI) related to core elements of ROIC.

Change in Compensation Structure for Non-Executive
Inside Directors

Non-Executive Inside Directors are expected to fulfill their
supervisory roles and responsibilities completely independently
of business execution. Therefore, the compensation system
(basic compensation and restricted stock compensation) has
been standardized. Previously, in addition to basic compen-
sation and restricted stock compensation, short-term
performance-linked compensation and performance-linked
stock compensation were paid to Non-Executive Inside
Directors. However, starting in the fiscal year ending December
31, 2021, we have abolished the performance-linked
compensation system.

Total Amounts of Compensation for Directors and Executive Officers for the Fiscal Year Ended December 31, 2020

Total compensation by type (Millions of yen)
Total com-
tion Short-term
Position g;:;;is o Basic compensation performance-linked Stock options RS PLS Other
) compensation
Recipients | Amount | Recipients | Amount | Recipients | Amount | Recipients | Amount | Recipients | Amount | Recipients | Amount
Directors of
the Board
(excluding 154 3 98 2 24 (1) 3 39 3 5) — —
Independent
Directors)
independent | 19 | g | 102 | — — 0 8 | — | = | = | =
Directors
Executive 841 | 16 398 14 301 5) 15 77 16 35 1 32
Officers
Total 1,105 27 598 16 326 15 (6) 26 124 19 29 1 32
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Notes : 1. Compensation shown is the amount of compensation paid to Directors and Executive Officers in office as of December 31, 2020, for the term of office of
each Director and Executive Officer for the fiscal year ended December 31, 2020, and compensation paid to the two Non-Executive Directors who retired at
the conclusion of the 155th Ordinary General Meeting of Shareholders held on March 27, 2020, and the two Executive Officers, who retired at the conclusion
of the meeting of the Board of Directors held on the same day, according to their term of office, which began January 2020 and ended upon resignation.

2. Compensation paid to President and Representative Executive Officer, who concurrently serves as a Director, is included in the Executive Officers
compensation column.

3. The amount of compensation paid to Executive Officers includes ¥164 milion (basic compensation ¥76 million, short-term performance-linked compensation ¥53
million, and other compensation of ¥33 million) in compensation paid by subsidiaries to Executive Officers that serve concurrently as officers at subsidiaries.

4. The short-term performance-linked compensation of Non-Executive Inside Directors is based on Groupwide performance, and the short-term performance-
linked compensation of Executive Officers is based on both Companywide performance and on an evaluation of the degree of achievement of individual-
specific targets during the fiscal year under review, and amounts are determined individually through deliberation by the Compensation Committee.

5. Short-term performance-linked compensation shown is the total amount of short-term performance linked compensation paid in March 2021 to Directors
and Executive Officers (excluding Independent Directors) in office as of December 31, 2020, for the fiscal year ended December 31, 2020.

6. The stock option system was abolished in the nine-month period ended December 31, 2017, and a restricted stock compensation (RS) plan and
a performance-linked stock compensation (PLS) plan were introduced in the fiscal year ended December 31, 2018.

7. No new stock options were issued in the fiscal year ended December 31, 2020. However, the amount recorded as expenses during the fiscal year ended
December 31, 2020, in association with stock options issued in previous fiscal years is listed.

8. Restricted stock compensation shown combines the amount of restricted stock compensation paid in the fiscal year ended December 31, 2020, and the amount
recorded as expenses during the fiscal year ended December 31, 2020, in association with restricted stock compensation paid in previous fiscal years.

9. Performance-linked stock compensation shown is the amount of performance-linked stock compensation attributed to the fiscal year under review,
including that paid in May 2020 and that to be paid in May 2023 based on performance finalized in the fiscal year under review.

10. “Other” represents the total amount of compensation to be paid to Michael T. Lordi by a subsidiary in 2023, including ¥27 million of performance-linked

cash compensation and pension contributions of ¥4 million attributable to the fiscal year ended December 31, 2020.

Amounts of Compensation for Directors and Executive Officers Receiving Compensation Exceeding ¥100 Million for
the Fiscal Year Ended December 31, 2020

Total compensation by type (Millions of yen)
Total compen- Short-term
Name Company sation (Millions Basic perfor- .
of yen) compensation | mance-linked SHIE3ETIES RS A i
compensation
President and
Representative EBARA
Executive Officer CORPORATION 118 54 39 © 16 ° o
Masao Asami
EBARA
21 — 19 — — 2 —
Executive Officer CORPORATION
Michael T. Lordi i
Elliott Group 106 39 31 — — 3 32
Holdings, Inc.

Notes: 1. Short-term performance-linked compensation shown is the total amount of short-term performance-linked compensation paid in March 2021 for the fiscal

year ended December 31, 2020.

2. No new stock options were issued in the fiscal year ended December 31, 2020. However, the amount recorded as expenses during the fiscal year ended
December 31, 2020, in association with stock options issued in previous fiscal years is listed.

3. RS shown combines the amount of restricted stock compensation paid in the fiscal year ended December 31, 2020, and the amount recorded as expens-
es during the fiscal year ended December 31, 2020, in association with restricted stock compensation paid in previous fiscal years.

4. PLS shown is the amount of performance-linked stock compensation finalized in the fiscal year under review, including that paid in May 2020 and that to be
paid in May 2023, attributable to the fiscal year under review.

5. “Other” represents the total amount of compensation to be paid to Michael T. Lordi in 2023, including ¥27 million of performance-linked cash compensation
and pension contributions of ¥4 million attributable to the current fiscal year.

Composition of Compensation Paid to Directors and Executive Officers
(If 100% of the target for performance-linked compensation is achieved)
Not performance linked 100%

d »
N >
Independent Directors 90.9% 9.1%
Not performance linked 82.3% Performance linked 17.7%
< > < >

|
Non-Executive Inside Directors

0, ()
(Excluding Independent Directors) et ZE i sl

Not performance linked 59.1%

Performance linked 40.9% 3-473
»

A

President and Representative 45.5% . 27.3% 13.6%
Executive Officer

Not performance linked 59.5% Performance linked 40.5%

v
A
v

d
Executive Officers g
(0.25 stock compensation ratio) 47.6% . 28.6% 11.9%

Performance linked 40.0%

Not performance linked 60.0%

A

N »

Executive Officers
(0.2 stock compensation ratio)

M Basic compensation [ Restricted stock compensation [ Short-term performance-linked compensation [ Performance-linked stock compensation
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Audit Committee

Members

3 (2 Independent Directors

1 Non-Executive Inside Director 8)

Reason for appointment
of chairperson

Masahiro Hashimoto possesses a wealth of financial knowledge and in-depth
knowledge of the international finance field, and he was appointed as
Chairperson of the Audit Committee to exercise leadership and utilize his
experience in overall corporate management within the Company.

Meetings in FY2020 17

Masahiro Hashimoto

The Audit Committee is responsible for conducting audits to
assess whether or not Directors, Executive Officers, and
employees of the Company and its subsidiaries are in
compliance with legal obligations and internal regulations.

In addition, the Audit Committee endeavors to monitor
Executive Officers and verify whether they execute their duties
in a sound, fair, appropriate, and efficient manner in accor-
dance with basic policies for management and medium- and
long-term management plans established by the Board of
Directors, such as the E-Vision 2030 long-term vision and the
E-Plan 2022 medium-term management plan.

Changing the Composition of the Audit Committee and

Strengthening Systems that Support the Committee

We are reviewing the audit system to increase the Audit

Committee’s independence from business execution and to

ensure audit effectiveness throughout the entire Group.

Specifically, at the Ordinary General Meeting of Shareholders

held on March 26, 2021, an Independent Director was

appointed as chairperson of the Audit Committee and the
number of committee members was changed from four to
three (two Independent Directors, one Non-Executive Inside

Director). In addition, since January 2021, we have increased

the number of on-site inspection organizations under the

Audit Committee and strengthened collaboration between the

Internal Audit Division and subsidiary auditors.

1. A new audit department was established under the Audit
Committee in order to strengthen on-site inspection organi-
zations under the Audit Committee and to strengthen
collaboration with the Internal Audit Division. The head of
the Internal Audit Division and its members are concurrently
serving in the new audit department (9 members).

2. In order to facilitate closer collaboration between the Audit
Committee and the auditors of subsidiaries, the full-time
auditors (two auditors) of the Company’s major subsidiaries
(Elliott Ebara Turbomachinery Corporation and Ebara
Environmental Plant Co., Ltd.) are concurrently placed
under the Audit Committee.

3. Due to the importance of monitoring and supervising the

internal control of the Ebara Group, comprising the Company

and its subsidiaries, decisions on candidates for auditors of
affiliated companies are made only after obtaining the consent
of the Audit Committee.
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Independent Director, Chairperson of the Audit Committee

Activities of the Audit Committee

Discussions with Members of Executive Management
Members of the Audit Committee hold regular meetings with
the President and Representative Executive Officer and with
representatives of business units and corporate divisions to
discuss and share recognition and information pertaining man-
agement issues and business risks with the executive branch.

Attendance at Important Meetings

Members of the Audit Committee attend meetings of the
Management Meeting, the Sustainability Committee, the Risk
Management Panel, and other important meetings to improve
the effectiveness and efficiency of audits and maintain an accu-
rate and up-to-date understanding of relevant information.
Advice is also provided to the executive team as necessary.

On-Site Audits

On-site audits are performed at domestic and overseas
offices, operating sites, and subsidiaries, and members of the
Audit Committee observe audits by the Independent Auditor
and internal audit divisions as necessary to confirm that internal
control systems are functioning effectively at the Company
and across the Group.

Major Areas Assessed by the Audit Committee in

the Fiscal Year Ended December 31, 2020

Annual audit plans define items requiring intensive auditing
alongside items audited every fiscal year. Major areas
assessed by the Audit Committee in the fiscal year ended
December 31, 2020, include the following.

= Audit of the execution of duties and legal compliance system of
Executive Officers and others

= Key audit matters (KAM) such as the evaluation, selection, and dis-
missal of the Independent Auditor

= Development and operation status of the Group’s internal control
system in relation to the COVID-19 pandemic

= Appropriateness of accounting preparation for early adoption of new rev-
enue recognition standards and other important accounting matters

= Business segment-specific progress on KPIs and other measures of
the medium-term management plan E-Plan 2022



Collaborative Audits by Different Auditing Bodies
Coordination with and Evaluation of the Independent Auditor
Throughout the course of collaboration with the Independent
Auditor, the Audit Committee confirms that the Independent
Auditor maintains independence and conducts appropriate
audits, and receives reports regularly and as needed from the
Independent Auditor on the execution of duties. Furthermore,
the Audit Committee conducts efficient audits by holding
meetings with the Independent Auditor regularly and as need-
ed for the mutual exchange of information and opinions.
Based on the judgment of the eligibility, independence, and
overall capabilities of the Independent Auditor founded on the
results of annual assessments of whether or not to reappoint
the Independent Auditor, the Audit Committee proposed the
reappointment of Ernst & Young ShinNihon LLC as the
Independent Auditor for the fiscal year ending December 31,
2021, and examined the appropriate level of compensation.

Sustainability Promotion Systems

Coordination with Internal Audit Division

The Audit Committee coordinates with the Internal Audit
Division and divisions responsible for internal control, risk
management, and compliance as well as with the auditors of
Group companies.

= Information is exchanged on a regular and as-needed basis, includ-
ing the exchange of opinions on the internal audit plan formulated by
the Internal Audit Division, and advice is provided to the executive
departments as necessary.

= Information is exchanged with the internal control, risk management
and compliance division on a regular and as-needed basis, and
advice is provided to the executive departments as necessary.

= Group Auditor Conferences are held twice a year and attended by the
auditors of subsidiaries. Other attendees include Audit Committee
members, the heads of the Internal Audit Division, as well as the
heads of the internal control, risk management, compliance, and
finance and accounting divisions who meet to share necessary infor-
mation and receive business reports from the auditors of subsidiaries.

The Board of Directors will establish management policies based
on a long-term view of the operating environment so that the
Group can implement advanced ESG management, make
sustainable contributions to solving social issues including the
SDGs through its business, and increase its corporate value by
simultaneously improving its social, environmental, and economic
value. To promote and realize this, the Sustainability Committee
has been established as an executive body to deliberate on
policies, strategies, targets, and KPIs for activities that contribute
to the sustainability of society, the environment, and the Group,
as well as to monitor and review the results of these activities. The
purpose of this committee is to discuss sustainability, which
encompasses both the realization of a sustainable society and
environment along with the enhancement of the Company’s
medium- to long-term corporate value. In order to properly

Operational Execution System

oversee sustainability as an important management issue, the
Board of Directors encourages Non-Executive Directors to attend
Sustainability Committee meetings, and Non-Executive Directors
provide advice and other support as necessary. In addition, we
have established a system in which the Sustainability Committee
reports its deliberations to the Board of Directors, so that the
Board of Directors can accurately understand and appropriately
supervise the status of such deliberations.

In October 2020, an ESG presentation was held for the
second time for institutional investors and securities analysts,
with the President and Representative Executive Officer and
the Chairman of the Board of Directors speaking at the event.
The Chairman of the Board explained the Company’s
corporate governance and engaged in dialogue with investors
during the question and answer session.

Executive Officers are appointed through resolutions by the
Board of Directors. Executives are responsible for decisions
and duties in the operational execution area assigned to them
by the Board of Directors in accordance with the manage-
ment policies established by the Board of Directors, such as
the E-Vision 2030 long-term vision and the E-Plan 2022
medium-term management plan. In the fiscal year ending
December 31, 2021, the Company has 14 Executive Officers,
all of which are male, with one of them being of non-Japanese
nationality. However, the Company is examining the possibility
of appointing a female Executive Officer in the future from the
perspective of diversity.

Process for the Appointment and Dismissal of
Executive Officers

The Nomination Committee deliberates whether Executive
Officer candidates selected by the President and

Cross-Shareholdings

Representative Executive Officer have suitable qualities and
capabilities as Executive Officers and presents the results of
deliberation to the Board of Directors based on the Executive
Officer appointment criteria and appointment procedures for-
mulated through discussion by the Nomination Committee
and approved by the Board of Directors. The Board of
Directors makes decisions after receiving the deliberation
results from the Nomination Committee.

Furthermore, in the event the performance of an Executive
Officer (other than the President, Representative Executive Officer)
does not meet the criteria specified in the Company’s regulations,
the Nomination Committee will propose to the Board of Directors
not to reappoint the current Executive Officer until a specific
reason is cited for this lack of performance.

3E535ENE Basic Policy and Framework

@ https://www.ebara.co.jp/en/ir/governance/information/governance-policy.html

The Company completed the sale of its entire cross-shareholdings (including listed shares in the retirement benefits trust) by June 2020.

Cross-Shareholdings @ https://www.ebara.co.jp/en/ir/governance/information/crossshare-holdings.html
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Basic Approach

The EBARA Group systematically identifies and assesses
risks that may arise from its business operations and imple-
ments measures to minimize negative impacts that may
impact the ongoing survival and development of the Group.
We are shifting from a system that focused on responding ad
hoc to individual risks that emerge in the course of business
to a more systematic approach that emphasizes continuous
implementation of improvements to the system parallel to
enacting risk control measures.

3EEENe3y Basic Policy on Risk Management

@ https://www.ebara.co.jp/en/sustainability/governance/information/risk-management.html

Major Risks and Countermeasures

Risk Management System

Risk management

¢ information and results
¢ of Risk Management

_i Panel assessments ~ :
 reported to the Board :
 of Directors :

Board of Directors

Risk Management Panel

Chairperson: President, Representative

Executive Officer i Oversees and com-

Members: All Executive Officers ; prehensively examines

| : risk management H

 throughout the Group

¢ and provides guidance

i and support for :
{ improvements

Specialized Subcommittees

Business Continuity Management
Subcommittee

i Each business segment
| prepares countermea-
: sures for individual sales :
i project risks and for

 loans and investments
: risks, and risk manage-
{ ment measures :

Information Security Subcommittee

Company

Risk Management Committees

Subsidiaries

When establishing the E-Vision 2030 long-term vision and the
E-Plan 2022 medium-term management plan, the EBARA
Group performed analyses of the risks that may occur during
the course of its business through a scenario planning
approach accounting for medium- to long term changes in
social trends and operating environment conditions. In addition,
regular risk assessments are carried out Groupwide with regard
to changes in the Group’s current risk profile.

Risk assessments, which span all Group companies,
examine the possibility of identified risks materializing within
the Group, also analyzing their potential degree of impact and
the residual risk following countermeasures. The projected
risks compiled through assessments are clearly reflected into

Long-Term Fluctuating Risks

the operations of the divisions with which these risks are
associated after reevaluating risk response systems through
surveys and interviews with the individuals responsible for
relevant businesses.

In addition, as part of our risk response system, we have
set up a task force headed by the Representative Executive
Officer for matters deemed to require a Groupwide response,
so that the entire Group can promptly report, communicate,
and make decisions.

The major risks for the EBARA Group and the countermea-
sures being implemented are shown in the tables below
organized by short-term and long-term risks and by market.

Trends Risks

Countermeasures

Global environmental

and climate change

Operating environment changes due to phenomena such

as the following:

* Changes in economic conditions due to global warming

« Intensification of typhoons, forest fires, and other
natural disasters

= Projection of risks and opportunities and formulation of
countermeasures based on diverse, long-term scenario
analyses

» Preparation of BCPs and implementation of drills for
responding to natural disasters

Accelerated
Globalization

= Unexpected losses and reputation damages stemming
from a lack of management insight and expertise
pertaining to overseas transactions and bases

» Exhaustive Group governance and internal control
measures
» Global human resource development programs

Shrinking workforce
in Japan

eLack of human resources for continuing manufacturing
operations and other supply chain risks

« Product defect risks resulting from an inability to effectively
transmit techniques and expertise to new employees

» Global human resource recruitment and supply chain
optimization

= Translation of expertise into explicit knowledge stored
within organizations rather than solely in the minds of
people

Information security

= Possible suspension of important operations or
services, leakage of confidential or personal information,
and destruction or falsification of important data due to
such unforeseen circumstances as external cyber-at-
tacks, human negligence at the Company or its
contractors, natural disasters, or infrastructure failures

» Establishment of an information security management
system within the Group

» Establishment and application of information security
regulations, and implementation of employee education
and training

= Creation of security measures for software and devices
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Short-Term Volatile Risks

Trends

Risks

Countermeasures

Political factors

» Unexpected restrictions and expenses in business
activities due to impacts on economic and trade
conditions stemming from intensification of trade
friction between the United States and China, con-
flict in the Middle East, and the United Kingdom’s
decision to withdraw from the European Union

= Development of global supply chains and value
chains accounting for risks

Sudden natural disasters
and pandemics

Risks of adverse impacts to lives of employees and

others, business continuity, or profit due to the following:

» Earthquakes, volcanic eruptions, and other natural
disasters
= Fast-spreading pandemics

* Pre-assessment and preparation of BCPs by
utilizing global network

* Promotion of efficient and flexible work styles

* Implementation measures to combat pandemics
and prevent infection through coordination with
industrial physicians

Foreign exchange rate
fluctuations

= Increased costs as result of foreign exchange rate
fluctuations diverging from forecasts

= Appropriate foreign exchange risk hedging
measures, including exchange contracts and for-
eign currency borrowings

Risks by Major Markets and Businesses

Trends

Risks

Countermeasures

Oil and gas markets:

Fluid Machinery & Systems
Business (pumps business,
compressors and turbines
business)

Semiconductor market:
Precision Machinery Business

Rapid impacts on profits due to demand fluctuations

stemming from market condition changes or to large

movements in prices brought about by monopolies

» Pressure on earnings arising from surplus produc-
tion capacity or other factors attributable to drops
in order volumes or sales prices amid recessions

« Risk of diminished market share due to lack of pro-
duction capacity at EBARA and across the supply
chain in times of strong economic conditions

» Highly accurate resource management made possi-
ble through confirmation of leading indicators

= Reduction of break-even point through lead time
shortening, design and manufacturing automation,
and other streamlining measures

Domestic construction
equipment market:

Fluid Machinery & Systems
Business (pumps business,
chillers business)

« Deterioration of earnings following demand
reductions and accompanying market contraction
after the end of the Tokyo 2020 Olympic Games

Domestic public infrastructure
market:
Environmental Plants Business

» Reduced orders attributable to consolidation of
public facilities among domestic population decline

 Lack of plant operation staff due to workforce
contraction

* Compliance issues, including involvement in
government-initiated bid collusion

* Competitive edge maintenance through differentia-
tion of product development, focus on S&S
operations, and cost reductions by means of
operational streamlining

= Shifting of resources toward global markets

= Ongoing compliance education and internal audits

Strengthening Cyber Security

In February 2021, an overseas Group company experienced
a ransomware* attack. However, we immediately conducted
an investigation with experts and implemented recovery mea-
sures as well as measures to prevent the spread of damage,
and were able to restore operations without any damage to
our customers or people outside the company. Information
leaks that were recognized after the initial investigation were
dealt with on a case-by-case basis, and we have determined
that the impact on our customers and people outside the
company is limited. In order to prevent the recurrence of such

COVID-19 Preventive Measures

an incident, the Group is urgently revising its global security
levels, strengthening the global security response team, and
implementing various measures such as expanding the appli-
cation of security tools. As the number and sophistication of
cyber-attacks is expected to increase in the future, we will
strive to establish a system that will enable us to provide
ongoing value to our customers by continuously strengthen-
ing our cyber security.

* Ransomware is a malicious program that renders an infected PC unusable by disabling it or
encrypting its files, and then demands a “ransom” in exchange for restoration.

To prevent the spread of COVID-19 and ensure the Group’s
business continuity, we have established the COVID-19
Infection Control Headquarters, headed by the President. We
are continuously implementing preventive measures and, on a
weekly basis, monitoring the status of infections within the
Group. We are also practicing new work styles during the
pandemic, including working remotely whenever possible.

Each of our operating sites is working to prevent the spread
of COVID-19 in accordance with the policies of the relevant
government and region in addition to participating in work-
place vaccination schemes where possible. As a provider of
products and services to society and industry, we are con-
tinuing our business activities to minimize any impact on our
customers’ businesses and dalily lives.
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| Compliance

Basic Approach

M
l.u,.j “iﬁ /

The EBARA Group strives to act as a good corporate citizen
that earns the trust of stakeholders. For this reason, the
EBARA Way and the EBARA Group Code of Conduct are
shared among all employees to form a common identity and
set of values. With this as the foundation, it is our basic policy
to practice legal compliance along with faithful adherence to
internal rules, social norms, and common sense and to act
with good intentions and integrity. Our company policies,
rules, and regulations relating to risk management, which are
based on the principle of spreading compliance awareness,
guide us in creating systems for detecting risks and

Priority Strategies and Progress

preventing their realization and in establishing comfortable
and open workplace environments.

EBARA Group Code of Conduct
@ https://www.ebara.co.jp/en/sustainability/think/information/ebara-identity.html

AEEENe) Compliance System

@ https://www.ebara.co.jp/en/sustainability/governance/information/compliance.html

In line with the Anti-Corruption Program, domestic Group
companies worked to re-enforce the promotion of fair and
free competition, while overseas Group companies made
thorough anti-corruption efforts to increase the number of

external reporting offices overseas and expand the anti-cor-
ruption e-learning program to all overseas subsidiaries.

Priority Strategies

Principal Measures

FY2020 Progress

Establish frameworks
and implement
measures for
ensuring compliance

Implement Anti-Corruption Program
across the Group

* Monitored status of relevant regulations at Group companies and
provided guidance

= Introduced comprehensive anti-corruption e-learning programs at 38
overseas Group companies

= Instituted new guidelines at Group companies that incorporated policies for
managing third-party entities from the perspective of anti-corruption

Establish overseas
EBARA Group hotlines

= Expanded application of whistleblowing hotlines to overseas Group
companies lacking external consultation venues
(Total: 19 companies (2 new))
China: 10 companies (1 new)
Vietnam: 1 company
Indonesia: 2 companies
Thailand: 2 companies
Philippines: 1 company
Brazil: 1 company
Colombia: 1 company
Singapore: 1 company (new)
* Processed 1 report

Entrench compliance awareness
throughout the Group

= Increased the number of EBARA Group Compliance Network (domestic and
Chinese subsidiaries) meetings from once to twice a year to strengthen
information dissemination and communication throughout the Group

= Conducted training sessions for all employees on the EBARA Way
(participation rates of 99.4% at domestic Group companies and 90.3% at
overseas Group companies)

Implement ongoing
initiatives for improving
the capability of Group
companies to
independently manage
and improve compliance
and risk mitigation
activities

Prevent and quickly detect and
address improper activities through
swift response to consultations

* Processed 44 reports
= Provided training and education to divisions and in-house companies
deemed high-risk due to an increasing number of consultation issues

Enhance compliance liaison
member system to provide familiar
workplace consultation venues

* Trained 94 compliance liaison members (50 at EBARA CORPORATION,
44 at domestic Group companies)
= Stepped up communication with compliance liaison members
1. Integrated responses to consultation issues (2 in FY2020)
2.Upward trend of resolutions for consultation issues spearheaded by liaison
members

Foster comfortable
workplace environments
founded on respect

for human rights

and diversity

Promote respect for human rights
and diversity in workplaces through
activities of specialized divisions and
compliance liaison members

= Unveiled EBARA Group Human Rights Policy and established EBARA Group
Human Rights Committee

* Posted human rights-related educational content on Company intranet
(regarding Human Rights Week, requests for human rights slogans,
educational materials, etc.)

= Continued to participate in Global Compact Network Japan, the Industrial
Federation for Human Rights, Tokyo, and other external organizations
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Priority Strategies and Progress

Respect for Human Rights

Harassment Prevention Measures

The Company is establishing consultation hotlines and
spreading understanding regarding these hotlines and their
use in order to foster comfortable workplace environments
and to heighten its in-house capacity for addressing issues.

Basic Policy on Respecting Human Rights and Human Rights System

@ https://www.ebara.co.jp/en/sustainability/social/information/respect.html

In Japan, compliance consultation hotlines have been
installed at Group companies, and consultations are
addressed by the site at which the consultation is received
(head office, Group company).

At overseas Group companies, we continue to reinforce
overseas EBARA Group hotlines, which are designed to con-
tribute to increasing transparency across Group companies,
to bolster the internal whistleblowing hotlines of these compa-
nies, and to support healthy and autonomous operations.

Compliance Consultation Hotline Policies

1. Prevent improper activity from occurring

2. Quickly detect improper activity that may have occurred

3. Create comfortable workplace environments

4. Foster internal capabilities for resolving issues

5. Maintain the confidentiality of and protect those who consult

Consultations are accepted widely, from directors,
employees and their families, temporary employees working
in our group, and business partners. After consultations are
received, investigations are performed by internal compliance
divisions, and the appropriate response is taken based on
these investigations. Matters pertaining to the operation of
consultation hotlines are reported to the Sustainability
Committee, which sees participation by Directors, on an
annual basis to facilitate appropriate oversight. In the fiscal
year ended December 31, 2020, consultations processed
through overseas EBARA Group hotlines accounted for 1 out
of 44 overall consultations, and 2 out of 49 in the fiscal year
ended December 31, 2019.

43 investigations were completed during the fiscal year
ended December 31, 2020. Of these, there were 10 consulta-
tions regarding workplace environment or other issues, 11
consultations regarding inappropriate behavior, 1 consultation
regarding fraud and violations, 6 consultations regarding
harassment claims, and 15 miscellaneous consultations.
Starting in the fiscal year ended December 31, 2020,
investigations that uncover no inappropriate behavior are
categorized as “miscellaneous” consultations instead of as
“workplace environment or other issues.” This change resulted
in an increase in items in the “miscellaneous” category.

Reports Processed through Domestic Compliance
Consultation Hotlines in the Fiscal Year Ended December
31, 2020

Reports processed in FY2020

New consultations 44

Consultations continuing from

the previous fiscal year 13
Issues with investigations

. ) 14
continuing to next fiscal year
Issues closed in FY2020 43

Going forward, the Group will continue its efforts to track
risk information as promptly as possible and to prevent the
occurrence or spread of damages. Particularly, we will focus
on internally correcting potential legal violations.

Anti-Corruption

Regular Overseas Anti-Corruption Training

To establish Groupwide participation in the Anti-Corruption
Program, we expanded the anti-corruption e-learning pro-
gram (originally launched only in high corruption risk regions)
to all overseas subsidiaries in the fiscal year ended December
31, 2019, and will continue to implement the program
annually. We provide comprehensive training to those who
may be exposed to corruption risks (management and sales
divisions), such as those who have contact with public officials
overseas. Due to a change in timing, training for the fiscal
year ended December 31, 2019 was completed in the fiscal
year ended December 31, 2020, and as of June 2021,
training for the fiscal year ending December 31, 2021

is under way.

Anti-Corruption Training Statistics

2019/12 - 2020/12 2021/12

Applicable companies 36 38

Applicable employees 1,946 1,940
o Scheduled for completion
0/ %
Rate of participation 100.0% in July 2021

* Began in October 2019; 86% participation as of the fiscal year ended December 31, 2019;
completed in September 2020.

Anti-Corruption Policy and Program

@ https://www.ebara.co.jp/en/sustainability/governance/information/anti-corruption.html

Expansion of Overseas EBARA Group Hotlines

The number of companies with access to overseas EBARA
Group hotlines increased to 19 in the fiscal year ended
December 31, 2020, and we intend to expand the scope of
applicable areas and enhance the operational status of these
hotlines going forward.

Number of Overseas EBARA Group Hotlines

2017/3 | 2017/12 | 2018/12 | 2019/12 | 2020/12

Total number of Group
companies with 7 10 15 17 19
hotline access
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REFINED ESG-FOCUSED MANAGEMENT—GOVERNANCE

* Indicates shikkou-yaku, a Japanese legal term which refers to executive officers who are appointed
by the Board of Directors to execute company policy and strategy. The role and legal title of such
executive officers are described in the Companies Act of Japan, and as such they bear fiduciary
duties to the Company.

Executive Officers
(As of March 26, 2021)

Masao Asami

President and
Representative Executive Officer

Hideki Yamada

Executive Officer,

Division Executive,

Custom Pump Division,

Fluid Machinery &

Systems Company,

Chairman, EBARA GREAT
PUMPS CO., LTD.,

Chairman, EBARA MACHINERY
ZIBO CO., LTD.

Apr. 1986 Joined the Company
Apr. 2010 Executive Officer
Apr. 2011 Division Executive, Sales and Marketing Division,
Precision Machinery Company
Apr. 2014 Managing Executive Officer
Jun. 2015 Managing Executive Officer*
Apr. 2016 President, Precision Machinery Company
Mar. 2019 Director (to present)
President and Representative Executive Officer (to present)

Nobuharu Noji

Executive Officer,

President, Fluid Machinery &
Systems Company,

Responsible for Chillers Business,
Fluid Machinery &

Systems Company

Apr. 1984 Joined the Company

Apr. 2006 Division Executive, Components Division, Precision Machinery Company

Apr. 2008 Executive Officer

Apr. 2011 Managing Executive Officer

Apr. 2013 Division Executive, Standard Pump Business Division, Operations of
Technology and Production, Fluid Machinery & Systems Company

Jun. 2013 Director

Apr. 2014 Division Executive, Standard Pump Business Division, Fluid Machinery &
Systems Company

Jun. 2015 Managing Executive Officer
Responsible for Chillers Business, Fluid Machinery & Systems Company
(to present)

Apr. 2017 Division Executive, Standard Pump Business Unit, Fluid Machinery &
Systems Company

Mar. 2018 Director
Senior Managing Executive Officer
President, Fluid Machinery & Systems Company (to present)

Mar. 2020 Executive Officer* (to present)

Yoshiaki Okiyama

Executive Officer,

Division Executive, Standard
Pump Business Division,
Fluid Machinery & Systems
Company,

Chairman, Ebara Machinery
(China) Co., Ltd.

Apr. 1985 Joined the Company

Apr. 2008 General Manager, Global Sourcing Department, Custom Pump Business
Division, Fluid Machinery & Systems Company

Apr. 2011 General Manager, Procurement Control Department, Custom Pump
Business Division, Fluid Machinery & Systems Company

Apr. 2013 Executive Officer

Apr. 2015 Deputy Division Executive, China and East Asia Department, Strategy
and Technology Management Division, Fluid Machinery & Systems
Company
Chairman, EBARA GREAT PUMPS CO., LTD. (to present)

Apr. 2016 Division Executive, China and East Asia Department, Strategy and
Technology Management Division, Fluid Machinery & Systems Company

Jan. 2019 Division Executive, Industrial Pump Division, Fluid Machinery & Systems
Company

Oct. 2019 Managing Executive Officer
Division Executive, Custom Pump Division, Fluid Machinery & Systems
Company (to present)

Jan. 2020 Chairman, EBARA MACHINERY ZIBO CO., LTD. (to present)

Mar. 2020 Executive Officer* (to present)

Akihiro Kida

Executive Officer,

Division Executive,
System Business Division,
Fluid Machinery &
Systems Company

Apr. 1984 Joined the Company

Apr. 2011 Executive Officer
Deputy Head of Domestic Sales, Marketing & Service Business Unit,
Fluid Machinery & Systems Company

Jun. 2016 Executive Officer* (to present)
Head of Domestic Sales, Marketing & Service Business Unit,
Fluid Machinery & Systems Company

Apr. 2017 Division Executive, System Business Division, Fluid Machinery & Systems
Company (to present)

Michael T. Lordi

Executive Officer,

Responsible for Compressors and
Turbines Business, Fluid
Machinery & Systems Company,
Director and CEO,

Elliott Group Holdings, Inc.,

CEO, Elliott Company

Apr. 1983 Joined the Company

Apr. 2011 Executive Officer

Apr. 2017 Division Executive, Strategy and Technology Management Division, Fluid
Machinery & Systems Company

Mar. 2018 Executive Officer
Division Executive, Standard Pump Business Division, Fluid Machinery &
Systems Company (to present)
Chairman, Ebara Machinery (China) Co., Ltd. (to present)

Mar. 2019 Managing Executive Officer

Mar. 2020 Executive Officer* (to present)
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Apr. 2016 COO, Elliott Group Holdings, Inc.
COO, Elliott Company
Jan. 2019 Director CEO, Elliott Group Holdings, Inc. (to present)
CEO, Elliott Company (to present)
Mar. 2020 Executive Officer* (to present)
Responsible for Compressors and Turbines Business, Fluid Machinery &
Systems Company (to present)



Atsuo Ohi

Executive Officer,

President, Environmental
Engineering Company,

Chairman and Representative
Director of EBARA Environmental
Plant Co., Ltd.

Toru Nakayama

Executive Officer,

Division Executive, Legal, Internal
Control, Risk Management and
General Affairs Division

Apr. 1981 Joined the Company

Apr. 2008 Executive Officer

Oct. 2008 Division Executive, Corporate Strategy Planning Division

Apr. 2010 Managing Executive Officer

Apr. 2011 Head of Business Unit, Global Marketing & Sales Business Unit, Fluid
Machinery & Systems Company

Apr. 2012 Vice President, Fluid Machinery & Systems Company, Head of Business
Unit, Global Pump Business Unit, Fluid Machinery & Systems Company

Jun. 2012 Director

Apr. 2013 President, Fluid Machinery & Systems Company

Apr. 2014 Senior Managing Executive Officer

Jun. 2015 Senior Managing Executive Officer

Mar. 2018 President, Environmental Engineering Company (to present)
President and Representative Director of Ebara Environmental Plant Co., Ltd.

Jan. 2019 Chairman and Representative Director of Ebara Environmental Plant Co.,
Ltd. (to present)

Mar. 2020 Executive Officer* (to present)

Tetsuji Togawa
Executive Officer,

President, Precision Machinery
Company

Apr. 1986 Joined the Company
Apr. 2013 New Business Development Department, Precision Machinery Company
Apr. 2014 Executive Officer
Mar. 2019 Senior Managing Executive Officer
President, Precision Machinery Company (to present)
Mar. 2020 Executive Officer* (to present)

Seiji Katsuoka

Executive Officer,

Division Executive,

Equipment Division,

Precision Machinery Company

Apr. 1994 Joined the Company

Apr. 2009 Executive Officer

Apr. 2011 Division Executive, CMP Division, Precision Machinery Company

Jun. 2016 Executive Officer* (to present)

Jan. 2020 Division Executive, Equipment Division, Precision Machinery Company
(to present)

Shu Nagata

Executive Officer,

Division Executive,

Corporate Strategic Planning and
Human Resources Division

Sep. 2014 Joined the Company

Jan. 2018 Division Executive, Internal Control and Risk Management Division

Mar. 2018 Executive Officer* (to present)
Division Executive, Legal, Internal Control, Risk Management and General
Affairs Division (to present)

Shugo Hosoda
Executive Officer,

Division Executive, Finance &
Accounting Division

Oct. 1993 Joined the Company
Apr. 2015 Division Executive, Governance Promotion Department
Apr. 2016 Deputy Vice President, Elliott Group Holdings, Inc.
Deputy Vice President, Elliott Company
Jan. 2018 Vice President, Elliott Group Holdings, Inc.
Vice President, Elliott Company
Jan. 2019 Director, Elliott Group Holdings, Inc.
Mar. 2021 Executive Officer* (to present)
Division Executive, Finance & Accounting Division (to present)

Hiroyuki Kowase

Executive Officer,
Division Executive, Information &
Communication System Division

Apr. 2014 Executive Officer and CIO General Manager, IT Promotion Headquarters,
LIXIL Corporation

Dec.2015 Senior Managing Executive Officer and CIO General Manager, Information
Systems Headquarters, LIXIL Corporation

Jul. 2018 Deputy Chief Global Information Technology Officer,
Department Director, ICT Strategy & Platform Department, Shiseido
Company, Limited

Dec.2018 Joined the Company

Apr. 2019 Division Executive, Information & Communication System Division
(to present)

Mar. 2020 Executive Officer* (to present)

Hiroshi Sobukawa

Executive Officer,

Responsible for Technologies,
R&D & Intellectual Property
Division Executive,

Advanced Technology Division,
Precision Machinery Company /

Apr. 1990 Joined the Company

Oct. 2008 Managing Director of Ebara Pumps Europe S.p.A

Apr. 2017 General Manager, Global Sales and Marketing Department, Standard
Pump Business Division, Fluid Machinery & Systems Company

Mar. 2018 Executive Officer* (to present)
Division Executive, Corporate Strategic Planning Division

Mar. 2019 Division Executive, Human Resources Division

Jan. 2020 Division Executive, Corporate Strategic Planning and Human Resources
Division (to present)

Apr. 1987 Joined the Company

Apr. 2015 Executive Officer
Division Executive, Advanced Technology Division, Precision Machinery
Company (to present)

Apr. 2017 Division Executive of Technologies, R&D Division

Mar. 2019 Executive Officer* (to present)
Responsible for Technologies, R&D & Intellectual Property (to present)

EBARA Group Integrated Report 2021 76



CORPORATE DATA
Financial and Non-Financial Highlights

Data coverage for financial indicators includes EBARA CORPORATION and consolidated subsidiaries (fiscal year ended March 31, 2015-fiscal year ended December
31, 2019). The occurrence of the irregular nine-month period ended December 31, 2017, is the result of a change in the settlement date used by the Company.

The financial figures on pages 77-90 are based on Japanese GAAP (JGAAP)

Financial Indicators

ROIC** / ROE*?

Operating Income / Operating Income to Sales Ratio

(%) (Billions of yen) %)
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ROIC (JGAAP), a key performance indicator (KPI), was 6.6% for the
fiscal year ended December 31, 2020, exceeding the previous
year’s results and plan. With the transition to IFRS, the final year
targets of the medium-term management plan E-Plan 2022 have
been adjusted accordingly to 7.6% for ROIC (from 8.0%) and to
11.2% or more for ROE (from 11.0% or more).

Capital Expenditures / Depreciation and Amortization / R&D Expenses

M Operating income (left scale) -@- Operating income to sales ratio (right scale)

The operating income to sales ratio was 7.2% in the fiscal year ended
December 31, 2020, exceeding the previous year’s results and plan. This
was due to an improvement in the operating income to sales ratio of the
Fluid Machinery & Systems Business from 5.3% to 6.3%. Contributing to
this result, the Compressors and Turbines Business improved from 5.1%
to 7.8%, and the Chillers Business improved from 4.9% to 5.8%.

Dividends per Share*® / Total Return Ratio*

(Billions of yen) (Yen) (%)
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Ml Capital expenditures Bl Depreciation and amortization W R&D expenses

In the fiscal year ended December 31, 2020, in addition to the introduc-
tion of ERP throughout the company, we made aggressive investments
for growth, including the construction of a test stand for cryogenic
pumps for liquified natural gas (LNG) in the Compressors and Turbines
Business and capital investment for the full-scale operation of the auto-
mated dry vacuum pump plant in the Precision Machinery Business.

Shareholders’ Equity* / Equity Ratio

M Dividends per share (left scale) ~@- Total return ratio (right scale)

Our basic policy for shareholder returns is to target a consolidated
dividend payout ratio of 35% or more, and a consolidated dividend on
equity (DOE) of 2.0% or more.

Interest-Bearing Debt / Debt-to-Equity Ratio

(Billions of yen) (%) (Billions of yen) (Times)
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47.7%
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Ml Shareholders’ equity (left scale) @ Equity ratio (right scale)

An equity ratio of 47.7%, the same as the previous fiscal year, was
posted in the fiscal year ended December 31, 2020, indicating
ongoing stability.
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|| Interest-bearing debt (left scale) -@- Debt-to-equity ratio (right scale)

On December 31, 2020, the debt-to-equity ratio was 0.26 times,
lower than the level of 0.3 times-0.5 times (JGAAP) targeted over the
period of E-Plan 2022.



Non-Financial Indicators

Ratio of Female New Hires / Ratio of Non-Japanese New Hires*®

Total Recordable Incident Rate*”
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@~ Ratio of female new hires  -@- Ratio of non-Japanese new hires

The EBARA Group believes that diversity is essential for innovation and
that the employment of human resources with diverse backgrounds will
contribute to improved business performance. In the fiscal year ended
December 31, 2020, the Company hired 117 new employees, of which
30, or 25.6%, were women and 18, or 15.4%, were non-Japanese.
These figures surpassed the targets for the respective KPIs.

CO: Emissions (Scope 1 and 2)*®

Our goal is to reduce the total recordable incident rate (consolidated, in
Japan) to 0.80 or less by 2023. In the fiscal year ended December 31,
2020, we conducted risk surveys, safety culture diagnoses, and had
occupational safety consultants analyze industrial accidents at each
operating site. We will continue to implement measures such as follow-up
systems to prevent recurrence of industrial accidents, risk management,
and human resource development for safe work guidance.

Water Consumption*®

(Thousands of tons)

(Thousands of m?)
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To achieve the environmental targets for the period up to the fiscal
year ended December 31, 2020, we upgraded facilities and shifted
to lower-CO: electricity purchasing in order to continuously reduce
CO: emissions, but the total amount of emissions increased due to
increased business activities.

As a result of measures against water leakage, reuse of water in the
production of pure water, and other initiatives, we have achieved
our target of reducing water consumption by 30% from FY2000
levels by the fiscal year ended December 31, 2020.

Progress on E-Vison 2030 Social and Environmental Value Targets

Reduction of GHG Emissions through Sales of Low-GWP
Products (Chillers Business)

Renewable Waste-to-Energy Generation Volume Handled
(Environmental Plants Business)

2020/12 results: CO: reduced by the equivalent of 20,600 tons/year

One of the non-financial KPIs in E-Plan 2022 is reduction of GHG
emissions through sales of low-GWP products, and the Chillers
Business has set a target of a reduction equivalent to 33,000 tons
of CO: per year for the fiscal year ending December 31, 2022. In the
fiscal year ended December 31, 2020, we expanded the series of
turbo chillers with new refrigerants, developed refrigerant retrofit
technology, and introduced them to the market.

2020/12 results: 140,163 MWh

Environmental Plants Business has set renewable waste-to-energy
generation as one of the non-financial KPIs in E-Plan 2022, and has set
a target of 130,000 MWh for the fiscal year ending December 31, 2022.
In the fiscal year ended December 31, 2020, we exceeded the volume
target for contracted power as a result of positive municipal responses
to our initiatives to generate power locally for local consumption.

*1. ROIC: Profit attributable to owners of parent / (Interest-bearing debt (Average between beginning and end of period) + Shareholders’ equity (Average between

beginning and end of period)

*2. ROE: Profit attributable to owners of parent / Shareholders’ equity (Average between beginning and end of period)

*3. EBARA conducted a consolidation of common shares at a rate of one share for every five shares with an effective date of October 1, 2016. Figures for dividends
per share have been adjusted based on the assumption that this consolidation was conducted on April 1, 2015.

*4, When the annual dividend of ¥36.00 for the fiscal year ended March 31, 2017 (including an interim dividend of ¥6.00), is converted after the consolidation of
shares, it is equivalent to ¥60.00 per share, consisting of an interim dividend of ¥30.00 and a year-end dividend of ¥30.00. Accordingly, the total return ratio is

calculated based on an annual dividend of ¥60.00 per share.

*5. Shareholders’ equity: Total net assets — (Subscription rights to shares + Non-controlling interests)

*6. EBARA CORPORATION (non-consolidated)
*7. EBARA Group (consolidated, in Japan)

*8. Figures are on a consolidated basis combining Scope 1 and Scope 2 emissions for the Company and domestic Group companies. The base year for emissions
targets is the fiscal year ended March 31, 2001. The Company uses the emissions coefficient of 0.357 kg/kWh prescribed in the Order for Enforcement of the Act

on Promotion of Global Warming Countermeasures in 2000.

*9. Aggregate figures for EBARA and domestic Group companies from the fiscal year ended March 2016 to the fiscal year ended March 2017. Figures include

overseas Group companies from the fiscal year ended December 31, 2017.
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CORPORATE DATA
11-Year Financial Summary

EBARA CORPORATION and consolidated subsidiaries (Fiscal year ended March 31, 2011-Fiscal year ended December 31, 2020) The occurrence of the irregular
nine-month period ended December 31, 2017, is the result of a change in the settlement date used by the Company.

2011/3 2012/3 2013/3 2014/3 2015/3
Financial Results:

Orders ¥430,992 ¥394,921 ¥428,540 ¥512,276 ¥487,553

Net sales 401,675 412,076 426,302 448,657 482,699

Operating income 31,541 23,266 25,084 32,194 34,567

Ordinary income 28,750 21,086 25,663 31,311 36,258

Profit attributable to owners of parent 28,191 2,889 15,303 18,973 23,580

Depreciation and amortization 13,523 12,764 12,355 12,117 13,038

Capital expenditures 8,189 12,316 12,302 18,152 15,846

R&D expenses 4,066 3,827 5,025 6,465 6,754

Financial Position*?:

Total assets** ¥507,898 ¥488,964 ¥504,576 ¥530,211 ¥570,392

Total net assets 154,939 154,653 191,788 215,048 247,553

Shareholders’ equity*® 151,950 151,060 186,885 208,037 239,058

Interest-bearing debt 160,412 143,617 138,914 119,672 121,500

Retained earnings 40,759 41,750 53,886 70,629 91,815

Cash Flows:

Cash flows from operating activities ¥ 26,604 ¥ 12,588 ¥ 34,014 ¥ 26,615 ¥ 11,296

Cash flows from investing activities 10,996 (8,837) (33,130) 3,540 (15,894)

Cash flows from financing activities (14,096) (19,997) 3,265 (25,336) (7,044)

Free cash flow 37,601 3,750 883 30,155 (4,597)

Cash and cash equivalents at end of period 104,002 87,294 93,792 102,341 95,604

Share Data*®

Number of issued shares (1,000 shares) 459,245 422,899 465,118 465,187 465,644

Cash dividends (yen and U.S. dollars) ¥ 5.00 ¥ 5.00 ¥ 5.00 ¥ 750 ¥ 12.00

Total return ratio (%)* 7.5 73.0 13.9 18.4 23.6

Earnings per share (EPS) (yen and U.S. dollars)*® ¥ 66.78 ¥ 6.85 ¥ 35.93 ¥ 40.86 ¥ 50.77

Book value per share (BPS) (yen and U.S. dollars) ** 360.01 357.79 402.41 448.05 514.38

Financial Indicators:

Return on invested capital (ROIC) (%)* 9.1 1.0 4.9 5.8 6.9

Return on equity (ROE) (%)**° 20.0 1.9 9.1 9.6 10.5

Debt-to-equity ratio (times) 1.06 0.95 0.74 0.58 0.51

Operating income to sales ratio (%) 7.9 5.6 5.9 7.2 7.2

Equity ratio (%) 29.9 30.9 37.0 39.2 41.9

Overseas sales ratio (%) 44.1 44.0 50.6 52.8 53.6

Major Non-Financial Indicators:

Number of employees (persons) 14,007 14,695 15,170 15,168 16,030
Number of overseas employees 6,081 6,816 7,264 7,336 8,165
Overseas employee ratio (%) 43 46 48 48 51

CO: emissions (thousands of tons)****2 42 41 39 37 39

Material recycling rate (%)** 96.7 98.6 98.6 92.6 98.7
Landfill disposal rate (%) 2.6 1.2 1.2 7.0 1.1

Water consumption (thousands of m3)** 576 574 608 628 555

*1. The U.S. dollar amounts are included solely for convenience and have been translated at the rate of ¥103.50=US$1, the rate of exchange prevailing on December

30, 2020.

*2. At the 152nd Ordinary General Meeting of Shareholders held on June 23, 2017, it was resolved to change the Company’s settlement date from March 31 to
December 31. As a result, 2017/12 represents an irregular nine-month period aggregating performance from April 1 to December 31, 2017, for EBARA
CORPORATION and consolidated subsidiaries that previously had a settlement date of March 31, and from January 1 to December 31, 2017, for consolidated
subsidiaries that previously had a settlement date of December 31.

*3. Effective January 1, 2019, the Company adopted “Partial Amendments to Accounting Standard for Tax Effect Accounting” (Accounting Standards Board of Japan
(ASBJ) Statement No. 28, revised on February 16, 2018). Accordingly, figures for the fiscal year ended December 31, 2018, have been restated to reflect the

adoption of this standard.

*4. The provisional accounting treatment concerning business combinations implemented in the fiscal year ended March 31, 2016, was finalized in the fiscal year ended
March 31, 2017, and the finalized details of the provisional accounting treatment have been reflected in total assets for the fiscal year ended March 31, 2016.
*5. Shareholders’ equity: Total net assets — (Subscription rights to shares + Non-controlling interests)
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In order to improve the international comparability of its financial information, the EBARA Group has adopted the International Financial Reporting Standards (IFRS)

instead of Japanese GAAP from the fiscal year ending December 31, 2021.

Millions of yen

Thousands of U.S. dollars*

2016/3 2017/3 2017/12* 2018/12 2019/12 2020/12 2020/12
¥491,280 ¥ 477,956 ¥ 413,569 ¥ 575,576 ¥ 552,225 ¥ 511,921 $4,946,097
486,235 476,104 381,993 509,175 522,424 523,727 5,060,164
38,011 29,995 18,115 32,482 35,298 37,879 365,981
36,471 28,464 16,529 31,281 35,571 36,859 356,126
17,254 20,587 9,531 18,262 23,349 24,473 236,454
11,610 13,739 11,923 15,266 15,132 15,963 154,232
15,729 22,675 12,386 19,364 34,364 32,295 312,029
7,632 8,758 7,218 10,698 11,530 12,514 120,908
¥579,860 ¥ 588,457 ¥ 612,919 ¥ 591,582 ¥ 595,239 ¥ 621,578 $6,005,585
250,444 277,509 284,788 286,778 291,827 304,470 2,941,739
241,016 271,356 277,955 279,640 283,651 296,232 2,862,145
120,126 96,531 114,592 79,137 80,986 76,143 735,681
102,446 117,883 121,321 135,715 141,675 156,486 1,511,942
¥ 21,528 ¥ 33816 ¥ 44,157 ¥ 34,610 ¥ 26,720 ¥ 64,234 $ 620,618
(14,344) (18,563) (7,906) (15,927) (24,077) (29,071) (280,879)
(9,655) (15,102) 11,296 (46,412) (20,188) (9,628) (93,024)
7,184 15,252 36,250 18,682 2,643 35,163 339,739
91,185 90,683 139,102 110,556 93,351 120,544 1,164,676
466,044 101,736 101,783 101,957 95,129 95,391
¥ 12.00 ¥ 36.00 ¥ 45.00 ¥  60.00 ¥ 60.00 ¥ 90.00 $ 0870
32.3 28.1 48.0 60.5 88.8 35.0
¥ 3712 ¥ 213.71 ¥ 9384 ¥ 179.94 ¥ 241.79 ¥ 256.85 $ 2482
518.16 2,672.19 2,735.94 2,795.72 2,981.91 3,106.10 30.011
4.8 5.6 2.5 4.9 6.5 6.6
7.2 8.0 3.5 6.6 8.3 8.4
0.50 0.36 0.41 0.28 0.29 0.26
7.8 6.3 4.7 6.4 6.8 7.2
41.6 46.1 45.3 47.3 47.7 47.7
52.2 52.7 60.1 55.0 55.3 55.0
16,270 16,317 16,219 16,556 17,080 17,480
8,438 8,319 8,343 8,678 9,148 9,404
52 51 51 52 54 54
38 52 70 116 111 111
97.2 98.8 98.0 96.3 97.9 97.5
2.3 0.9 1.6 2.8 1.7 1.9
631 623 852 992 1,053 1,153

*6. EBARA CORPORATION conducted a consolidation of common shares at a rate of one share for every five shares with an effective date of October 1, 2016.
*7. When the annual dividend of ¥36.00 for the fiscal year ended March 31, 2017 (including an interim dividend of ¥6.00), is converted after the consolidation of
shares, it is equivalent to ¥60.00 per share, consisting of an interim dividend of ¥30.00 and a year-end dividend of ¥30.00. Accordingly, the total return ratio is

calculated based on an annual dividend of ¥60.00 per share.

*8. EPS is based on the average number of shares outstanding (excluding treasury stock) during the fiscal year. BPS is calculated using the number of shares out-

standing (excluding treasury stock) as of the end of the fiscal year.

*9. ROIC: Profit attributable to owners of parent / (Interest-bearing debt (Average between beginning and end of period) + Shareholders’ equity (Average between
beginning and end of period))

*10. ROE: Profit attributable to owners of parent / Shareholders’ equity (Average between beginning and end of period)
*11. Figures are for EBARA and domestic Group companies from the fiscal year ended March 31, 2011 to the fiscal year ended March 31, 2017. Overseas Group

company results are included starting from the fiscal year ended December 31, 2017.

*12. The emission coefficient for the year 2000 (0.357 kg/kWh) is applied from the fiscal year ended March 31, 2011 to the fiscal year ended March 31, 2016. The
emission coefficient for electricity providers (published by the Ministry of the Environment and the Ministry of Economy, Trade and Industry) was adopted from

the fiscal year ended March 31, 2017.
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Analysis of Business Results, Financial Position, and Cash Flows

Analysis of Business Results

In the fiscal year ended December 31, 2020, the future of
the global economy remained uncertain due to the eco-
nomic stagnation caused by the COVID-19 pandemic. In
the Japanese economy, capital investment continued to
decline amid the severity of the ongoing situation, but pub-
lic investment remained strong for restoration and recon-
struction related to large-scale natural disasters.

In the building equipment market, one of the Group’s
major markets, the COVID-19 pandemic led to the suspen-
sion or delay of construction work in some countries and
regions. In the oil and gas market, in addition to the impact
of COVID-19, there were also project delays and postpone-
ments due to falling crude oil prices. On the other hand, in
the semiconductor market, despite the trade friction
between the U.S. and China, demand was firm and
showed signs of recovery.

Net sales for the fiscal year ended December 31, 2020
increased ¥1.3 billion year on year to ¥523.7 billion. In the
Fluid Machinery & Systems Business, sales to the building
equipment market decreased, but sales were strong in the
Precision Machinery Business, due to increasing demand
for semiconductors, resulting in a slight boost to overall sales.

Operating income rose ¥2.5 billion to ¥37.8 billion, main-
ly due to higher sales in the Precision Machinery Business,
as well as improved product profitability and a reduction in
fixed costs at the Fluid Machinery & Systems Business.

Net income attributable to owners of the parent increased
by ¥1.1 bilion compared to the previous fiscal year to ¥24.4
billion. Increased profit was partly offset by an increase in

Results by Business

non-operating expenses, including foreign exchange losses
caused by appreciation of the yen and a decrease in
extraordinary income, including gain on sales of investment
securities, compared to the previous fiscal year.

Net Sales Operating Income
(Billions of yen) (Billions of yen)
522.4 523.7
7.
-0.5
2019/12 2020/12 2019/12 2020/12

M Fluid Machinery & Systems Business [ Environmental Plants Business
M Precision Machinery Business M Other

Fluid Machinery & Systems Business

Net sales were ¥313.5 billion (down ¥9.5 billion year on year)
while operating income rose to ¥19.7 billion (up ¥2.5 billion
year on year). Although sales decreased from the previous fis-
cal year, the improved profitability of each business and the
curbing of fixed costs contributed to overall performance.

Pumps Business

Despite strong sales of petrochemical projects in China and
domestic public sector projects, sales and profits decreased
due to slow recovery of demand in the building equipment
market, which was impacted by the COVID-19 pandemic.

Compressors and Turbines Business

Sales decreased in the oil and gas market due to COVID-19,
as well as postponement of new investment projects (given the
decline in crude oil prices) and restrictions on personnel move-
ment, but profits increased on improved product margins and
an improved mix of service & support (S&S).

Chillers Business

Demand in the Chinese market is on a recovery track, but
severe price competition remains ongoing. Earnings increased
mainly due to improved profitability and cost control in the
domestic cooling tower business.
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Environmental Plants Business

Net sales were ¥67.5 billion (down ¥1.9 billion year on year),
and operating income was ¥7.1 billion (down ¥0.3 billion year
on year).

Both sales and profits decreased due to the break in pro-
gress of EPC* projects, which are based on the percentage-
of-completion method, but profitability improved due to steady
progress in cost reduction measures for long-term comprehen-
sive operation and management outsourcing services.

* EPC: Engineering, Procurement, Construction

Precision Machinery Business

Net sales expanded to ¥141.1 billion (up ¥12.8 billion year on
year) while operating income rose to ¥11.4 billion (up ¥1.0 bil-
lion year on year).

Sales of chemical mechanical polishing (CMP) systems
increased with demand for semiconductors, while parts and
overhaul sales increased as customers continued to operate
their plants at high levels of production. Operating income
increased on higher sales, although fixed costs increased
from the previous fiscal year due to costs related to the auto-
mated dry vacuum pump plant in the Components Business.



Financial Position

Assets
Total assets as of December 31, 2020 amounted to ¥621.5
billion, an increase of ¥26.3 billion compared to the end of the
previous fiscal year. Main factors included a decrease of
¥22.4 billion in work in process, which was more than offset
by increases of ¥27.9 billion in cash and deposits and ¥11.5
billion in construction in progress. The latter was mainly due
to the execution of growth investments, such as the expan-
sion of domestic plants in the Precision Machinery Business.
By segment, assets stood at ¥315.8 billion (up ¥2.8 billion
year on year) in the Fluid Machinery & Systems Business, ¥53.3
billion (up ¥0.9 billion) in the Environmental Plants Business,
¥150.5 billion (up ¥8.6 billion) in the Precision Machinery
Business, and ¥24.1 billion (down ¥3.1 billion) in Others.

Liabilities
Total liabilities as of December 31, 2020 increased by ¥13.6
billion to ¥317.1 billion, mainly due to a ¥22.8 billion increase

Assets

Notes and
accounts
receivable-

(Billions of yen)

Tangible Intangible

G 2 bed Mo
leposits A
+279 . - Other current +11.3 ﬁ ,,,,, 621.5

assets [ oo
Investments

,,,,,, and
other assets

Inventories
-18.4

<

2020/12

2019/12

Cash Flows

in advances received and a ¥10.0 billion increase in bonds
payable, while short-term loans payable decreased by ¥22.9
billion compared to the end of the previous fiscal year.

Net Assets

Total net assets as of December 31, 2020 amounted to
¥304.4 billion, a year-on-year increase of ¥12.6. Principal
changes included a ¥14.8 billion increase in retained earnings
and a ¥3.3 billion decrease in translation adjustments. The
¥14.8 billion increase in retained earnings includes a ¥24.4
billion increase in net income attributable to owners of the
parent, a ¥0.5 billion increase due to changes in the scope of
consolidation, a ¥4.4 billion decrease in the opening balance
due to the application of the Accounting Standard for
Revenue Recognition, and a ¥5.7 billion decrease in cash
dividends paid. Shareholders’ equity stood at ¥296.2 billion,
and the equity ratio was 47.7%.

Liabilities / Net Assets

f
(Billions of yen) Liabilties +13.6 Net Assets +12.6

\ [ \
Retained Other net
Issuance eamnos assets
accounts ofbonds  mmmcmmE
payable- Advances  4+10.0 Translation
trade received . """ adjustments
493 +22.8 Other 33

Notes and

595.2 . liabilities
""" 6.5

Short-term
loans payable
-22.9

T

2019/12

2020/12

For the fiscal year ended December 31, 2020, net cash pro-
vided by operating activities came to ¥64.2 billion (an increase
of ¥37.5 billion from the previous fiscal year), supported by
strong operating income.

Net cash used in investing activities amounted to ¥29.0
billion (a year-on-year increase of ¥4.9 billion in cash outflow),
mainly due to the purchase of fixed assets totaling
¥31.1 billion.

Free cash flow, the sum of cash flows from operating and
investing activities, came to ¥35.1 billion, an increase of ¥32.5
billion year on year.

Net cash used in financing activities amounted to ¥9.6 bil-
lion for the fiscal year ended December 31, 2020, a year-on-
year decrease of ¥10.5 billion in net outflow. This was
primarily due to a net decrease in short-term and long-term
loans payable of ¥11.8 billion and cash dividends paid of ¥5.7
billion, despite proceeds from issuance of bonds payable of
¥10.0 billion.

As a result, cash and cash equivalents at December 31,
2020 increased by ¥27.1 billion year on year to ¥120.5 billion.

Consolidated Cash Flows

(Billions of yen)
75.0

64.2
50.0

25.0

0

ot

-25.0

-50.0

2019/12 2020/12
[l Cash flows from investing activities
® Free cash flow

2017/12 2018/12
M Cash flows from operating activities
Cash flows from financing activities
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Consolidated Balance Sheets

Millions of yen

2017/3 2017/12% 2018/12% 2019/12 2020/12
ASSETS
Current Assets
Cash and deposits 90,381 138,475 110,610 94,014 121,996
Notes and accounts receivable-trade 202,874 169,298 176,895 182,944 187,289
Electronically recorded monetary claims 4,511 6,021 6,990 9,218 11,374
Securities 2,498 2,411 1,668 1,097 1,035
Merchandise and finished goods 12,716 15,191 18,082 18,386 20,333
Work in process 56,569 60,993 65,845 70,082 47,648
Raw materials and supplies 28,041 33,353 38,731 32,633 34,621
Deferred tax assets 11,644 10,484 8,309 — —
Others 17,419 14,954 14,714 15,659 16,727
Allowance for doubtful accounts (3,250) (3,694) (3,308) (2,107) (2,387)
Total current assets 423,407 447,491 438,540 421,929 438,637
Fixed Assets
Tangible fixed assets
Buildings and structures, net 46,431 47,005 44,269 56,022 56,342
Machinery and equipment, net 28,974 28,632 28,599 27,960 28,501
Land 21,153 20,904 19,810 19,607 19,581
Construction in progress 5,207 5,830 7,558 13,665 25,204
Others, net 8,364 7,853 7,640 7,642 6,573
Total tangible assets 110,131 110,227 107,879 124,898 136,202
Intangible assets
Goodwill 2,279 1,831 1,148 774 369
Software 8,275 7,370 6,584 6,496 9,485
Others 2,679 2,879 2,937 3,072 3,003
Total intangible assets 13,234 12,080 10,670 10,343 12,858
Investments and other assets
Investment securities 26,202 25,226 22,301 19,666 12,766
Long-term loans receivable 263 262 153 144 127
Defined benefit asset 118 3,202 3,038 5,017 5,181
Deferred tax assets 2,660 1,742 4,572 9,475 10,631
Others 17,237 17,088 9,623 9,205 10,339
Allowance for doubtful accounts (4,799) (4,403) (5,187) (5,442) (5,166)
Total investments and other assets 41,683 43,120 34,503 38,067 33,879
Total fixed assets 165,049 165,428 153,052 173,309 182,940
Total Assets 588,457 612,919 591,592 595,239 621,578

*1. The occurrence of the irregular nine-month period ended December 31, 2017, is the result of a change in the settlement date used by the Company.
*2. Effective January 1, 2019, the Company adopted “Partial Amendments to Accounting Standard for Tax Effect Accounting” (ASBJ Statement No. 28, revised on
February 16, 2018). Accordingly, figures for the fiscal year ended December 31, 2018, have been restated to reflect the adoption of this standard.
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