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From the Biosphere to
Quter Space
Sustainable Chemistry for You

The NOF Group is a chemical manufacturer that provides products in a wide
variety of fields, ranging from the biosphere to outer space.

We believe that, for a chemical manufacturer to engage in sustained
business activities, its activities and products should be not only useful to
society but also in harmony with social environment and natural environment so
that they can be recognized, appreciated and accepted by society.

We intend to convey products that truly fit the needs of society and
people’s lives.

The NOF Group supports customers around the world through various
businesses at anytime and anywhere.
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The NOF Group is dedicated to contributing to mankind and society through the creation of new value
“from the biosphere to outer space.”

1. Satisfy customer needs by providing the highest quality products and services on a global basis.

2. Leverage the Group’s collective strengths to develop cutting-edge technologies and superior
products that open up new possibilities.

3. Work in harmony with the environment and ensure the safety of products and business

activities.

. Maintain suitable levels of earnings and reward stakeholders with fair return.
. Encourage employees to take on new challenges, working to create a rewarding place to work

and fulfilling lifestyles.



Message from the President
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We will create new value that will contribute to
mankind and society in a wide variety of fields

from the biosphere to outer space.

Thank you very much for your interest in the Integrated Report 2021 of the NOF Group.
The NOF Group is engaged in multifaceted business operations offering innovative products under the
Corporate Philosophy of “Contributing to Mankind and Society through the Creation of New Value in Wide-rang-

ing Fields from the Biosphere to Outer Space” in our three prioritized business fields of “life/healthcare,” “electron-
ics/IT” and “environment/energy.”

To take its next leap forward, the NOF Group formulated NOF VISION 2025, which kicked off in 2020. We
have defined the first three years of the vision, or the period covered by our 2022 Mid-term Management Plan, as
Stage |: Strengthening Foundation, and the latter three years as Stage Il: Expanding Profit. Under this scheme,
we are pursuing initiatives such as investing actively in growth areas and enhancing our profitability.

Today, society is facing many challenges, including climate change, shortages of water and food resourc-
es, and human rights issues, and the expectations and demands on companies regarding the achievement of the
Sustainable Development Goals (SDGs) adopted by the United Nations in 2015 are growing year by year. Espe-
cially this past year, ambitious policies were announced by Japan and other countries around the world to com-
bat climate change and achieve decarbonized societies. Strong calls for companies to reduce their greenhouse
gas emissions also became even more accelerated.

The COVID-19 pandemic has also been spreading globally for more than a year. As social life and corpo-
rate activities have been greatly restricted, social systems have changed centered on digitization, while people
have grown increasingly conscious of safety and security.

The NOF Group will flexibly accommodate such social changes and needs, endeavor to create new value
with the power of people and chemistry, and continue to meet the expectations of all of our stakeholders, with
the aim of achieving a secure and affluent society.

We shall be grateful if you would give your further support to the NOF Group and express your candid

opinions.

President and Chief
Executive Officer

Takeo Miyaiji
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Message from the President

We will accurately assess and
respond to changes in the business
environment and boldly take on new

challenges.

President and Chief Executive Officer

Takeo Miyaiji

Reflecting on fiscal 2020 and assessing conditions in fiscal 2021

Business environment remains uncertain as the impact of the
COVID-19 pandemic continues

Fiscal 2020 experienced a rapid deterioration of the economy due to the global spread of
COVID-19 infections, but there were some signs of recovery toward the end of the fiscal year.
Economic conditions remain challenging in fiscal 2021 as variants of the virus spread and
restrictions on economic activities are once again tightened.

While we expect to see continued impact from COVID-19, we anticipate further recov-
ery in economic levels and demand driven by the economic stimulus measures of govern-
ments around the world and increased vaccine availability. At the same time, we see such risks
as supply chain instability caused by prolonged tensions between the United States and Chi-
na, as well as higher raw fuel prices. As such, uncertainty persists in our business environment.
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Although net sales and operating income were down year-on-
year, consolidated ordinary income remained on par with the
previous year’s level in fiscal 2020

In fiscal 2020, consolidated net sales were down from the previous fiscal year. In the Life
Science Segment, demand increased for MPC-related products and raw materials for drug
formulations. However, in the Functional Chemicals and Explosives & Propulsion segments,
demand decreased and net sales fell sharply due to factors such as reduced automobile
production and the loss of inbound tourism demand caused by the COVID-19 pandemic.
Consolidated operating income did not reach the previous year’s level despite growth in the
Life Science Segment offsetting the decline in the Functional Chemicals Segment.

In the latter half of fiscal 2021, the impact from the pandemic is expected to be miti-
gated and demand is projected to recover in many fields. However, we also anticipate that
demand for MPC-related products will become subdued while demand for raw materials for
drug formulations will continue.

We expect total consolidated net sales for fiscal 2021 to recover to a level exceeding
that of fiscal 2020, driven primarily by growth in the Functional Chemicals Segment on the
back of a recovery in demand. As with net sales, we expect consolidated operating income
to recover in fiscal 2021, driven primarily by the Functional Chemicals Segment, and while we
expect to see impact from higher raw fuel prices, we will implement initiatives aimed at
achieving the total operating income result that we forecast at the beginning of the fiscal year.

Update on Stage | of NOF VISION 2025 (2022 Mid-term Management Plan)
Striving to achieve 2022 Mid-term Management Plan

Under NOF Vision 2025, we have defined the period covered by our 2022 Mid-term Manage-
ment Plan as Stage |: Strengthening Foundation. During this stage, we have been investing
actively in growth fields and working to bolster the earnings bases of businesses with low
profitability. Given the importance placed on diversity and the extremely rapid pace of chang-
es in the social environment today, the NOF Group is being called on as a functional materials
manufacturer to create diverse materials based on more flexible thinking than ever before. In
keeping with our 2022 Mid-term Management Plan’s basic policy of “Challenge and Co-Cre-
ate,” we will create new value by taking on changes and pursuing synergies both within and
outside the Group. In fiscal 2022, the final year of this stage, we plan to achieve operating
income of ¥29.0 billion, an operating income margin of at least 15%, and both ROA and ROE
of at least 10%, and implement various measures to realize our vision for fiscal 2025.
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Message from the President

Striving to provide new value in our three prioritized business
fields of “life/healthcare,” “electronics/IT,” and “environment/
energy”

In our efforts to provide new values to realize a prosperous and sustainable society, we have

” o«

identified the following four materiality items: “innovation through business,” “contribution to
medicine, medical care, and health,” “contribution through environmentally-friendly products,”
and “contribution to smart society.” We have incorporated these items into our 2022 Mid-
term Management Plan in the form of three basic strategies: “expanding business into the

” o«

growth market,” “accelerating development of new products and techniques,” and “strength-
ening collaboration internally and externally,” and we will undertake concrete initiatives based
on these strategies.

In the “life/healthcare” and “environment/energy” fields, we have already developed
new products capable of responding to new demand and will be rolling those out to the
market. In the “electronics/IT” field, we will work on developing technologies that address
changes in demand such as the advent of 5G.

In fiscal 2020, net sales of high-function and high-value added products in the “life/
healthcare” field rose to 107.8 if the previous fiscal year’s level is set at 100. We intend to

continue to focus on this field as we can expect continued growth of the market.

Investing actively in growth fields

At our Kawasaki Works, we completed additional construction of a manufacturing facility for
life science products on schedule, spending roughly ¥2.4 billion, and the facility is expected
to start its operation in the autumn of 2021. We have booked a wide variety of projects rang-
ing from research to clinical trials and approved drugs in the field of biotech drugs using the
likes of proteins and antibodies. We will fuffill this abundant demand.

Other investments in growth areas include additional construction of manufacturing
facilities for functional chemicals products at our Amagasaki Plant and Kawasaki Works. We
expect both facilities to be completed and start operation on schedule.

Our capital investment totaled ¥8.4 billion in fiscal 2020, and we will continue our
active investment, as we plan ¥9.1 billion in capital investment for fiscal 2021.
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Increasing R&D spending with a focus on Life Science
Segment and Corporate R&D Division

In fiscal 2020, we established the &S (Innovation & Solution) department and opened an
R&D facility at iCONM (Innovation Center of NanoMedicine, Kawasaki Institute of Industrial
Promotion). In addition to undertaking research into next-generation materials and technolo-
gies at our Advanced Technology Research Laboratory, we will use our newly established 1&S
department and the research base at iCONM to promote open innovation related to ad-
vanced medical technique and regenerative medicine in the “life/healthcare” field in collabora-
tion with government and academia.

In fiscal 2021, we will expand our research themes centered on iICONM’s research
base and build a system for providing new products by installing GMP-compliant small-lot
production system. Furthermore, with the aim of discovering new materials and developing
new formulations using materials informatics (Ml), we will work toward the introduction of M,
while undertaking a proof-of-concept experiment.

More robust governance

A new Board of Directors

At the 98th General Meeting of Shareholders held in June 2021, NOF transitioned to a Com-
pany with an Audit and Supervisory Committee, for the purpose of further strengthening the
oversight function of the Board of Directors and enabling flexible decision-making in order to
enhance management efficiency. In addition, we formed a new Board of Directors comprised
of five Internal Directors and five Outside Directors, two of whom are female Directors.

With the ratio of Outside Directors increased to 50% and the ratio of female Directors
increased to 20%, the new board will endeavor to ensure more objective and fair manage-

ment.

10 Directors

hddd &L
S Ahd

5 Outside Directors

Supervisory

Audit and
Committee

5 Internal Directors

(5 independent officers)
(2 female officers)
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Message from the President

Creating a comfortable workplace

Work-from-home system made into an official system after a
yearlong trial period

The NOF Group is working to ensure the safety of Group employees and other relevant
parties by taking a variety of measures to prevent COVID-19 infections. As of April 2021, we
made the work-from-home scheme, which had been practiced on a trial basis as a means of
preventing infections, into an official system. Our objective is not only to ensure business
continuity in the event of emergency and to respond to societal demands, but also to enable
flexible working styles.

The NOF Group has been preparing systems to support working styles that empha-
size a balance between work and life outside of work, such as childbirth, parenting, and
nursing care. These systems are intended to allow individual employees to choose flexible
working styles suited to each stage of life. We have decided to give our employees an addi-
tional working style option by establishing the new work-from-home system.

The NOF Group will continue to create systems that enable all its employees to
demonstrate their maximum potential.

Combatting climate change
Creating a roadmap to carbon neutrality

Japan’s prime minister declared in October 2020 that Japan would achieve carbon neutrality
by 2050. In April 2021, it was also announced that Japan would target a 46% cut in green-
house gas emissions in fiscal 2030 compared to the fiscal 2013 level. In response to these
announcements, the NOF Group also began specific discussions on measures for reaching
carbon neutrality by 2050. At present, the NOF Group continues to engage in initiatives to
reduce greenhouse gas emissions with a target of reducing our CO2 emissions/basic unit per
net sales by 30% in fiscal 2030 compared to the fiscal 2013 level. In parallel to these efforts,
we will finalize a broad outline of key measures during the period covered by our 2022 Mid-
term Management Plan.

The NOF Group is a chemical manufacturer engaged in B2B businesses whereby we
manufacture a variety of chemical products to be used as raw materials for the products of
our client companies. Approximately 90% of the greenhouse gases that we emit originate
from energy. One example of such energy is the electricity used to operate equipment in our
plants (mixers, pumps, measuring equipment, freezers), keep our products and materials
stored at low temperatures, and provide light. Other examples include the fuels such as the
utility gas and LPG that powers the boilers that we use to create steam for applying heat. For
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this reason, we will work to reduce our greenhouse gas emissions by focusing on achieving
low-carbon or zero-carbon manufacturing processes.

Decarbonization by using power generated from renewable sources such as solar or
wind is a major direction in our efforts, and the NOF Group will proceed with efforts to electri-
fy our non-electric equipment. However, there are also many external and internal challenges
to be overcome, including the fact that we are not necessarily able to procure 100% of our
power from renewable sources, that there is a possibility that some manufacturing processes
remain unable to be electrified, and that there will be some by-products that need to be incin-
erated. In order to achieve decarbonization, we will need to strive for carbon neutrality by
combining low-carbon (i.e., transitional) technologies and negative emission technologies. To
that end, we will also consider proactively adopting externally developed technologies.

In order for a product to be carbon neutral throughout its life cycle, it is important to
design it with intentions to achieve carbon neutrality from the R&D stage. It is essential that
we establish specifications and mechanisms conscious of carbon neutrality in all processes,
ranging from raw material procurement, through manufacturing, sales and logistics, and
usage, to disposal. For that purpose, | believe that we are required to conduct R&D activities
that break away from traditional ones.

Looking ahead to fiscal 2025

In the future, even if the spread of the COVID-19 pandemic is con-
tained, we expect the way we work and our social systems, which
have drastically altered, will further continue to change without
returning to what they used to be. Under NOF VISION 2025, we will
continue to create the NOF Group’s system that is attuned to these
changes as we prepare for our next leap forward.

In an ever-changing society, corporate social responsibility
(CSR) is a never-changing important issue. Being a part of efforts to
achieve the SDGs and contributing to realizing a sustainable society
is not only our duty as a corporate citizen but also a challenge to be
tackled. It is vital to have the mindset of trying to achieve greater
wealth of society as a whole while trying to increase earnings for
ourselves as a company. The NOF Group will steadily implement its
CSR initiatives and continue to contribute to the realization of a
sustainable society.

Integrated Report 2021
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Mid-term Management Plan

Toward Our Vision for 2025

Vision
A corporate group that co-creates new value with the power of chemistry

in the three business fields of “Life/Healthcare,” “Electronics/IT,” and “Environment/Energy,”
in order to realize a prosperous and sustainable society

NOF VISION 2025

2022 Mid-Term Plan - Stage |

2025 Mid-Term Plan - Stage I

Strengthening Foundation

* Actively invest in growth fields

Expanding Profit
« Establish high-profit structure
« Improvement in profitability of less profitable businesses

FY2022 FY2025

Operating income Ratio of operating income to net sales

¥29.0billion over1 5%

Operating income Ratio of operating income to net sales

¥38.0billion over 1 5%

I Basic policy for 2022 Mid-Term Plan

challenge and co-create

Expanding business  Accelerating development of ~ Strengthening collaboration Improving Promoting
into the growth market  new products and techniques internally and externally productivity CSR activities

(Billions of yen)

40.0 —
30.0 [~
20.0
10.0 -
156.3 24.3 26.9
FY2013 FY2016 FY2019 FY2022 FY2025
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I 2022 Mid-Term Plan Targets

(Billions of yen, %)

FY2020 Results FY2021 Forecast FY2022 Plan FY2025 Plan
Net sales 172.6 175.0 (183.7) 179.0 (188.0) 210.0 (222.0)
Operating income 26.6 26.5 29.0 38.0
ECCEEe Y 15.4 15.1 (14.4) over 15 over 15
income to net sales
ROA™ 11.4 over 10 over 10 —
ROE™? 12.2 over 10 over 10 —

Figures in parentheses are prior to the adoption of the “Accounting Standard for Revenue Recognition” (ASBJ Statement No. 29), etc.
*1: ROA: Return on assets, ratio of ordinary income to total assets
*2 : ROE: Return on equity, ratio of net income to shareholders equity

Prioritized business fields of the NOF Group

A

Environment/Energy field Life/Healthcare field

(Jcean development devices

High-function antifog agents

Vaccine materials

High-functional anti-fog agents Modifiers for peptide drugs -
Chemicals for water : .
treatment membranes Hycrogel materialsfor medical use Modiers for proten drug ey
Functional elastomers regenerative medicing
Base materialforrefigerating il L0 Anti-aging materials
Waterbore o o
Lipids for nucleic acid drugs

anti-corrosion coatings

Functional additives PP
Cosmeics materias %‘m:zgg;ggga"gmg r—
Eco-frigndly ani-freezing agents odifiers for antibody drugs
Health food Contact lens materials Fye-op mateils

Oral care materials
Eyecare products Additives for conductive pastes

Pholopolymerlzatlon initiators Capacitor materials

Steam pressure
fracturing agents

Electronics/IT field

Propellants
and gun powder

Industrial explosive
Edible

Binders for metal microparticles

Printed electronics materials
Toner adffves Resist materials

Colorfiter coaing agnts High-function adhesive
& New technology development

Existing products Newly-developed products |Next-generation new products

(Note) Ethylene oxide/propylene oxide derivatives PAGE 8

Integrated Report 2021 12
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Net sales (billions of yen)

Corporate History 2000

Life science Segment

From Just One Drop of Qil...to a Global Leader in Chemicals

Founded on businesses using “oils and fats,” materials that offer unlimited possibilities, the NOF Group has ceaselessly .

and boldly diversified into a variety of state-of-the-art fields. True to our slogan of being active “From the Biosphere to Out- Cleglesleioice 1,000
er Space,” we have been expanding our business reach into areas far beyond our original sphere as a chemicals produc-

er. NOF’s current businesses include oleo & specialty chemicals, functional chemicals & polymers, explosives & propulsion

systems, functional foods, life science products, DDS development, and anticorrosive. Our unique technologies and

expertise cultivated in each of these businesses have earned the high regard and trust of our customers in a wide range

of industrial and lifestyle fields. Looking ahead, the NOF Group will aim to provide new value in its three prioritized busi-

ness fields of “life/healthcare,” “electronics/IT,” and “environment/energy” to realize a prosperous and sustainable society. Consolidated sales

Qil products

Non-consolidated sales Explosives & Propulsion

Segment
f‘. 1910 )) 1930 1940 1950 1960 1970 1980 1990 0
\( T T T T T T T T
d 1910s ‘} 1930s i 1940s i 1950s i 1960s i 1970s i 1980s i 1990s i 2000s i 2010s i 2020s
¢ i i i i i i New Business Life Science i i S LS
% i i i i i Development Dept. Products Div. i i 7 @
 — O +
| | | | | | 1 | | | c C
i i i Edible Qils| | | Functional | | | <, Functonal (oS
! bia ! ! ! Div. ! ! Foods Div. ! ! ! 7 foods  [ERR=
(0]
| | | | | | ! | | | £
j ‘ ‘ ‘ ‘ | Health food | : 1 1
| | | || Edible oils i i i r DDS Div. | | g
| | | | | | | | | |
| | | | | | . | | |
‘ ; ! H i Oleo & Specialty ! ! ) Oleo & Specialty] ! ! Oleod specily
I Oil & fats
i i i i Chemicals Div. i i Chegiw\:cals Chemicals Div. i i i chemicds
| | | | | | ) ] | |
| | | | | | Petrochemicals ‘ Functorel Chemicais | | P e
i i i i i i Div. i PojmesDiv. | Functional ; s
| | | | | | | | |
! ! ‘ e ‘ ‘ —— w w Films Div. Display ! koo
i i i i i i i i Eecton Neteras Busiess ; Materials Div. | | Clocar:mrr;:we
| | | | | | | . | |
} . } } } Explosives & | ! | | | | | N Explosives &
| Explosives ; ; ; et i W } ! ; 1 | I Propulsion Segment
| | | | | | | | | |
| | | | | | | | | |

1937~

NOF was established as the first Nippon Oil & Fats in
June 1937 when its forerunner, Associated Oil and Fats,
merged with three companies in the Nippon Sangyo
Group — Nippon Food Industries, Kokusan Industry Fuii
Paint Works, and Velvet Soap.

After its founding, the Company continued to
diversify through mergers with leading companies in
other sectors, including Teikoku Explosives Industries, to
ultimately grow into a widely diversified chemical industry
manufacturer.

Societal Changes and Challenges

Japan’s Modernization

* Development of water supply infrastructure

¢ |nsufficient agricultural land

® Recovery from the Great Kanto Earthquake of 1923
e Industrial advancement

In 1945 the Company acquired the chemical division of
Nippon Mining Co., Ltd. and changed its name to Nissan
Chemical Industries, Ltd. In 1949, in accordance with the
Corporation Reconstruction and Reorganization Law, the
Company inherited the oil and fats, explosives, coating,
and welding divisions of Nissan Chemical Industries, and
once again took the name Nippon Oil and Fats. During
this time, the Company entered the petrochemical field,
establishing the Chidori Plant in 1961 and the Oita Plant
in 1969. In 1983, NOF became one of the first compa-
nies to set up a research facility in Tsukuba City. The facil-
ity’s expertise has been used to good advantage in the
pharmaceutical field.

Japan’s Postwar Recovery and Rapid Economic Growth

¢ Shortages of food and daily necessities

* |nsufficient electric power

¢ Transition to heavy and chemical industries
e Increase in plants constructed overseas

1984~

In 1984, NOF moved into the US market for the first time with
an investment in METAL COATINGS INTERNATIONAL INC.
(now NOF METAL COATINGS NORTH AMERICA INC.),
followed by the establishment of NOF AMERICA CORPORA-
TION in 1988. In 1991, the Company moved into Europe. In
2014, it established a German subsidiary, NOF Europe GmbH.
In Southeast Asia, NOF set up an Indonesian organic peroxide
joint venture in 1995. In addition, to take advantage of China's
extraordinary development, the Company established a
company in 2004 to manufacture and market fatty acid deriv-
atives and organic peroxides.

An Increasingly Digitalized Society

® Growth of the ozone hole, desertification, and global warming

¢ |nsufficient waste disposal sites

e Creating a resource-recycling society

o Growth of the semiconductor market and increasing demand for semiconductors

- 1999 D

As new business ventures, the Company embarked on the
life sciences business in 1999 and the DDS business in 2001.
Today both businesses form part of the Company’s business
operations along with its core business operation consisting of
oleo & specialty chemicals, functional chemicals & polymers,
explosives & propulsion systems, functional foods, and
anti-corrosive. In addition, in 2000, to meet the need to focus
and consolidate business territory and management resourc-
es, the Company transferred its welding business to TASETO
Co., Ltd. and its coatings business to BASF NOF Coatings
Co,, Ltd. (now BASF Japan Ltd.).

Further, the Company established the Daishi Plant, a
new factory for manufacturing edible oils in Kawasaki City in
2004, and the DDS Plant in 2005.

Seeking a Sustainable Society

o Greater interest in environmental issues and stronger measures to prevent global warming
e Increased demand for measures to conserve energy and increase efficiency
e Sudden inflows of rainwater, due primarily to the heat island effect
e Advancement in ICT and accelerated semiconductor technology innovation
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Value Creation Process

The NOF Group will roll out new products, created by combining the core technologies we have cultivated through our di-
verse business developments, in our three prioritized business fields.

By promoting initiatives to address the materialities identified on the basis of various challenges and changes to
society, we will achieve growth while maintaining harmony with society.

social Changes JANE _Input Materiaiity ™ output

Vision
(FY2019) .
© Fatty acids
\*\ Human capital . © Fatty acid derivatives
\\\ Number of employees Provide new values ST © Ethylene oxide/propylene Corporate
1,675 (non-consolidated) to realize a oxide derivatives o
- \\ - . . .

Climate change e Chemicals . POrtga:lc P‘Tr‘:;‘;dzs o - Vision

\ _ - _ Segment etroc .emlca products (polybutene, etc) Contribution to for

\ Financial capital sustainable society © Functional polymers
Deforestation \ R& (Rating and Investment Information, Inc.)

© Electronic materials (LCD materials, etc.) the realization of
© Special corrosion prevention agents a sustainable

society

A (Long-term rating)

2025

Food issues \

\ Intellectual capital ® Edible oils

corporate group that
Patents held: 2,168 ® Functional foods (medical nutrition-
Resource depletio R&D spending: ¥6.1 billion al products, health-related products) o-creates new value with
Strengthen the Life Science ® Biocompatible materials (MPC ] ] ]
polymers, MPC monomers) e power of chemistry in
Manuf . ital business foundation Segment
Decling birthate/aging populati anufacturing capita

©® Raw materials for DDS drug
formulations (activated PEG,
functional lipid, surfactants for
drugs)

e three business fields of
Capital investment: ¥8.0 billion

Health issues |

Social capital
‘° Countries sold to: 53

ife/Healthcare,” “Elec-

onics/IT,” and “Environ-
Enhancement of

corporate value

Healthy life expecténcy

ent/Energy,” in order to
Natural capital
Raw materials: 239 thousand tons

Energy: 2,917 thousand GJ care activities
Water resources: 334 thousand m* Segment
*Water input — water discharged

Explosives & @ Industrial explosives
Smartification

ealize a prosperous and
Promote responsible

® Space rocket products
® Defense products

Propulsion

ustainable society

® Functional products

Corporate Governance

Corporate Philosophy We are dedicated to contributing to mankind and society through the creation of new value in wide-ranging fields from the biosphere to outer space.

Il

Investment in the promotion of CSR activities

i —
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Materiality

The NOF Group has identified the materialities it needs to address to realize the vision contained in NOF VISION 2025.

I Process of identifying materialities

Identify social challenges

We referred to the following to draw up a list of 64 potential themes.

® SASB CHEMICALS
® Competitors’ materialities

® |SO26000
® GRI Standards
® Sustainable Development Goals (SDGs) ® In-house workshops

Adding the themes that were set in previous CSR activity plans, we divided the po-
tential themes into categories and narrowed them down into 24 materiality factors.

Set priority levels

We assessed the priority levels with which to tackle the 24 materiality factors based
on the two axes of “degree of impact on society” and “degree of impact on the
company.” We also added the following elements to our considerations in this as-
sessment process.

® Results of evaluation of the Company by ESG rating agencies

® ESG-related opinions received from shareholders in the past twelve months

® Perspectives of issues pursued by the NOF Group in past CSR activity plans
After summing up the opinions of the individual divisions that handle the promo-
tion of CSR activities, we held discussions at Strategic Meetings, which comprise
Operating Officers with a title, and in the CSR Committee chaired by the Presi-
dent, and selected 11 materialities. The lead divisions and divisions tasked with
handling the materialities also drafted KPIs and numerical targets.

Approval

The 11 materialities were approved by the Board of Directors. The KPIs and nu-
merical targets of each materiality were also adjusted as required based on the
opinions of the Board of Directors.

Based on this, the individual divisions will carry out their respective activities.

v

Review

The 11 materialities will undergo periodic reviews. By incorporating internal and
external stakeholders’ opinions into the materialities, Steps 1-3 will be followed
again and the materialities will be reviewed.

Integrated Report 2021
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I Materiality matrix

The 24 materiality factors were mapped according to the two axes of “degree of impact on society” and “degree of impact
on the company” to create a materiality matrix. The 11 items shown in the top right domain were identified as materialities.

Fairly
high Contribute to communities Promote labor safety and health Respond to climate change
Share and assess the principle of respect for human rights Contribute through environmentally-friendly products Innovation through businesses
Contribute to smart society Contribute to medicine, medical care and health
> Preserve water resources Manage chemicals Improve resilience
k)
8 Work for biodiversity Better performance of human resources Create a comfortable workplace
7]
8 Promote CSR-based procurement
k3]
v}
Q
g Enhance information security Work toward saving resources Corporate governance
Improve product quality Help improve QOL Risk management
Compliance
Smart operations
high Economic performance
high Impact on the company Fairly high

v

The 11 materialities are broadly divided into three categories, and KPIs and numerical targets set (next page) and put into
action.

Materiality Details of major initiatives

. . Targeting the three prioritized business fields, we will aim to offer new
Provide new values to realize a o _ ,
value by combining the core technologies we have cultivated through

rosperous and sustainable societ , ,
prosp y our diverse business development.

As well as building a corporate culture that accepts diversity of values,
Strengthen the business foundation | we will appropriately identify changes in the environment and techno-
logical progress and enhance our resilience.

. By securing the environment, safety, and health in all processes, from
Promote responsible . o
product development and manufacture to disposal, we will aim to be a

care activities . .
corporate group that is trusted by the whole of society.
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Materiality

Our Aims

Corporate Governance

Financial Data/Corporate Information

Materiality Details of major initiatives Goals (KPI) Numerical targets Target year FY2020 Results
) 3-year cumula- ) o
R&D investment . - 2022 R&D investment: ¥5.7 billion
. . ® Promote joint research tive: ¥21.6 bilion
Innovation through business S e !
® Enhance R&D capabilities 3-year cumula-
Number of patent applications ive: 450 2022 Number of patent applications: 163
ive:
Provide new values to . . ® Supply high-function and high-value Net sales of high-function and Average 5%
Contribution to medicine, dded ducts to the life/health high-val dded ducts to th i 2022 If th i is 100, 107.8
i added products to the life/healthcare igh-value added products to the increase per e previous year is , .
realize a prosperous medical care, and health . P ) 9 ] P P P Y
) field life/healthcare field year
and sustainable
society Contribution of environmen- ® Supply high-function and high-value Net sales of high-function and Average 5%
tally-friendly products (reduc- added products to the environment/ high-value added products to the increase per 2022 If the previous year is 100, 91.2
tion of environmental burden) energy field environment/energy field year
® Supply high-function and high-value Net sales of high-function and Average 5%
Contribution to smart society added products to the electronics/IT high-value added products to the increase per 2022 If the previous year is 100, 87.3
field electronics/IT field year
A | paid | ; 0% 0022 Annual paid leave usage rate: 69.3%
©® Promote work-life balance nnual paid leave usage rate o ormore -
Creation of comfortable _ (Sept. 2019 - Sept. 2020)
orkplace ® Health-conscious Management
w
P ® Support childcare and nursing care Percentage of employees who took 100% Every year 100%
stress tests
® Promote the active participation of Percentage of women among ca- 30% or more Every year Percentage of women among career-track
Strengthen the Better performance of human women reer-track hires hires: 35.3% (joined in April 2020)
business foundation resources © Promote employment of people with Percentage of employees with By March Percentage of employees with disabilities:
disabilities N 2.30% or more
disabilities 2022 2.301% (as of Mar. 31, 2021)
. . . . Coverage rate of CSR questionnaire Cumulative coverage rate of CSR question-
Promotion of CSR procurement | ® Conduct CSR questionnaire for suppliers 70% or more 2022 )
(based on value of purchases) naire: 48%
. . ) . Total of 3,000
Resilience enhancement © Develop a BCP and conduct BCP audits BCP education and training hours N Every year Total of 3,900 hours or more
ours or more
. . ) Greenhouse gases emissions: 10% reduc-
® Promote energy saving through improve- Compared with , )
. . o tion compared with 2013
Responses to climate change ments to equipment and processes CO2 emissions/net sales FY2013 2030 )
. , Power generated from renewable energies:
©® Adopt renewable energies 30% reduction
17 MWh/year
. [dentification of emis-
Promote responsible ® Reduce (control) emissions of PRTR o , , , , ,
. Emissions of substances subject to sion of chemicals Reductions of 44% (consolidated) and 47%
care activities Management of chemicals Act-controlled substances . , 2021 , ,
. . PRTR Act after revision Setting of (non-consolidated) compared with FY2010
® Reduce industrial waste .
reduction targets
® Promote safety education Frequency rate of labor accidents 0 Every year 1.70
Labor safety ® Promote intrinsic safety through @qUID-
ment improvements Number of labor accidents 0 Every year 10
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Provide New Values to Realize a Prosperous
and Sustainable Society (R&D)

As long-term challenges become increasingly serious on a
global scale, such as global warming, food shortages due
to rising populations, and the depletion of resources and
energy, there are more and more expectations for innova-
tions in the field of chemical materials to move toward a
sustainable society.

To respond to these challenges, the Company is
engaged in the development of new technologies and
products in its three prioritized business fields of “life/
healthcare,” “electronics/IT,” and “environment/energy.” This
development is being pursued by research laboratories in
its core business units of Oleo & Specialty Chemicals,
Functional Chemicals & Polymers, Explosives & Propulsion,
Functional Foods, and in two research laboratories in its
priority business areas of Life science and DDS.

The Corporate R&D Division, meanwhile, plans and
proposes company-wide research strategies and imple-
ments various measures aimed at the creation of new
business. The Corporate R&D Division’s Advanced Tech-
nology Research Laboratory develops creative and pio-
neering materials and technologies that have the potential
to drive future markets, and engages in basic research for
their application. It has also established a research base in
the Innovation Center of NanoMedicine ((CONM), where, in

R&D at NOF

collaboration with government and academia, it is promot-
ing open innovation related to advanced medical technique
and regenerative medicine in the life/healthcare field for
new business creation.

Going forward, we will further expand our contribu-
tion to a sustainable society. To that end, we will proceed
with sustainable technological development that takes into
account not only raw materials procurement, but also the
production front, in order to provide products that are more
environmentally friendly. We will proceed with environmen-
tally friendly product development by developing and
introducing technologies that utilize biotechnology and
fermentation to enable a shift from petroleum-derived
materials to sustainable materials, as well as technologies
that reduce environmental load during production. We will
engage in these efforts in cooperation with companies,
universities, and research institutions inside and outside
Japan.

For the further promotion of R&D, we are aiming to
build company-wide R&D frameworks for the introduction
and utilization of material informatics (Ml), which is a meth-
od that uses artificial intelligence (Al) to make materials
development more efficient, as a way of improving R&D
efficiency.

Uncharted
research area

Corporate R&D Division

Search for and research of advanced technologies
FS of new businesses

Creating synergy by combining NOF’s unique technologies
Acquisition/utilization of intellectual property

Innovation of coreltechnologi€es;
Adaptation to changes/inimarket
Improvement: of; profitability,
of core technologies

Core Business
Research Laboratories

Oleo & Specialty Chemicals, Functional Chemicals & Polymers,
Explosives & Propulsion, Functional Foods, Anti-Corrosion

-Fatty acid derivatives -‘Marine equipment
‘PEG -Edible oils
-Organic peroxides -Functional foods
-Polymer modifiers -Chromium-free
-Solid rocket boosters anti-corrosion coatings
-Industrial explosives

Integrated Report 2021

NOF Group

Concentration of research resources
Expansioniofinew core technologies
Expansionin growing markets

Growing Business
Research Laboratories
Life Science product

DDS development

Biocompatible materials
-DDS materials

-Materials for medical hydrogel
-Surfactants for drugs

Our Aims

Corporate Governance Financial Data/Corporate Information

| Life/Healthcare field

In the pharmaceuticals field, using precision synthesis,
advanced refining technology, and high-level quality
control systems, we are developing business in phospho-
lipids (COATSOME® Series) and activated PEG (polyeth-
ylene glycol; SUNBRIGHT® Series) as DDS (drug delivery
system) materials for biotech drugs, with a focus on
protein pharmaceuticals. We are also developing mono-
dispersed PEG and cationic lipids for nucleic acid delivery
for use in antibody drugs and nucleic acid drugs.

Highly pure functional lipid derivatives

el

[

VY

Activated PEG

In the medical field, we are developing business
in MPC polymers (LIPIDURE® Series) as biocompatible
materials in areas such as eye-care, diagnostics, and

medical equipment-related fields. We are also pursuing
the development of new high-function materials for the
regenerative medicine sector.

Diagnostics Contact lenses

In the cosmetics field, we have a wealth of exper-
tise in areas such as various types of biocompatible
materials, natural bioavailable substances, interface
control technology, and mix design technology. We will
use this expertise to respond rapidly to functional ad-
vances and changing consumer needs.

™

Cosmetics

I Electronics/IT field

In the telecommunications and electric vehicle fields, we
are conducting business in products such as LCD protec-
tive agents, wetting and dispersing additives for metals,
ceramics, etc., and copper inks. Going forward, we will
also strengthen our response to the CASE trends that the
automotive manufacturers are pursuing.

I Environment/Energy field

In the environment/energy field, we are contributing to the
environment and safety with the development of eco-friend-
ly products including biodegradable lubricants made with
materials derived from natural oils and fats, base materials
for refrigerating oils designed for next-generation refrigerants
with a low global warming coefficient, as well as high-func-
tion products including dispersing agents for inorganic
particles for next-generation high-capacity fuel cells.

Integrated Report 2021
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Strengthen the Business Foundation

I Better performance of human resources

NOF, which began as a chemicals producer using natural oils and fats, has ceaselessly taken on the challenge of entering
new fields to earnestly address the ever-changing and diversifying needs of the market. Today, we are expanding our busi-
nesses into a wide range of fields from the biosphere to outer space.

In order to support and further expand its wide range of businesses, NOF engages in recruiting activities that
respect the individualism and values of diverse human resources.

“People” are what make up an entity, and it is important that diverse human resources of different specialties and
expertise collaborate, inspire each other and lift each other up. For this reason, NOF will proactively promote the recruit-
ment of mid-career workers and returnees from abroad, regardless of whether they are new-graduates or mid-career
recruits, as well as foreign nationals including exchange students.

For the recruitment and selection of candidates graduating with bachelor’'s or master’s degrees for fiscal 2021,
NOF is engaged in proper recruitment activities that “enable students to engage in job-hunting activities with peace of
mind while ensuring sufficient time for their studies,” based on the government’s “Approach to Job-hunting and Recruit-
ment Activity Schedules.”

I Promote the active participation of women

In addition to the active recruitment of women, NOF
strives to enhance its workplace environment in which
women are able to participate actively. Specifically, in
fiscal 2016, we set a target of 30% or more for the
percentage of female new graduates recruited for ca-
reer-track positions, and we conduct ongoing training of
new-graduate employees and newly appointed manag-
ers every year to promote the active participation of
female employees.

I Approach to diversity

In order to fulfill our Corporate Philosophy to “Encourage
employees to take on new challenges, working to create
a rewarding place to work and fuffilling lifestyles,” NOF
accepts and respects diversity in the attributes of our
people, such as nationality, gender, race, and whether or
not they have a disability. That acceptance and respect
also extends to diversity of work styles, including short-
ened working hours, and of working conditions, such as
employment status and working location. NOF aims to
establish and is currently building an organization in
which willing and capable employees are properly evalu-
ated in every aspect including recruitment, treatment after
recruitment and promotions, and are allowed to demon-
strate their capabilities.

Employee-related data (NOF non-consolidated)

FY2016 FY2017 FY2018 FY2019 FY2020
N Male 1,494 1,490 1,462 1,480 1,505
employees Female 164 178 186 195 210
N Male 30 27 33 33 4
employees Female 18 18 14 15 16
Re-employment of retirees 12 6 20 27 15

I Talent development

NOF promotes a multifaceted talent development system
resources regardless of nationality, the NOF Group including support for “correspondence courses,” in which
intends to secure appropriate human resources, includ- each employee is allowed to choose his/her own training
ing experienced workers, particularly for the expansion of menu, “training at the organizational level,” which is

its overseas businesses. Our overseas Group companies designed for employees with different issues in different
(overseas local subsidiaries) are continuing to step up hierarchy, as well as “training regarding specific issues,”
their efforts to recruit local employees and promote them which is suited to enhance the employees’ expertise and
to management positions. is made in accordance with specific issues that arise in
execution of duties.

This system effectively promotes talent develop-
ment suited to each individual and his/her work, while at
the same time making work more rewarding, invigorating
the organization, establishing a sustainable business
foundation and enabling stable employment.

I Promotion of international human resources
Recognizing the importance of securing superior human

Integrated Report 2021
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I Creation of comfortable workplace

NOF is developing a work environment in which the staff can work well motivated while attaching due importance to the
work-life balance between work and non-work activities including child care, nursing care, hobbies, studies, rest and
community activities.

I Promotion of work-life balance

For each and every employee to enthusiastically take on the challenge of business innovation and their own innovation, it is
important to create a rewarding workplace environment and to strive to realize a fulfilling life through the enhancement of
both work and life outside work. To promote work-life balance, NOF is creating an environment that supports diverse
workstyles by means of measures such as work-from-home and flextime systems. In addition, we are working on initiatives
such as the reduction of working hours through the improvement of productivity and operational efficiency and encouraging
employees to take their yearly paid holidays (target: 70% or more). We are also striving to improve the workplace environ-
ment, while raising awareness of the need for self-care by increasing the percentage of employees taking stress tests.

Employee-related data (NOF non-consolidated)

FY2017 FY2018 FY2019 FY2020
Number of employees Male 17 26 26 29
utilizing childcare leave | Female 4 7 5 8
Utilization rate of yearly paid holidays 65.2% 66.4% 69.4% 69.3%
Monthly average overtime work hours 13.6 hours 14.7 hours 14.1 hours 13.0 hours

*Based on the data as of March 31 each year.
*The utilization rate of yearly paid holidays is calculated for the period from September 21 of the previous year to September 20 of the current year (12-month period to take yearly paid holidays at NOF).
*Monthly average overtime work hours for previous years are recalculated based on objective data.

I Promotion of health-conscious management

In the belief that ensuring the health and safety of our employees and creating comfort-

able workplace environments are the foundation for a company to achieve sustainable " ferd
growth, NOF is pursuing the creation of safe and comfortable workplace environments ::-_"_..“___r-_.’-"r Hﬂﬂlﬂﬂl
to enable employees to live spiritually rich lives. With the aim of creating workplaces in -

which employees can work with vitality, we are promoting initiatives for the maintenance

and promotion of employees’ health.

1. Creation of a pleasant working environment 2. Mental healthcare 3. Maintenance and promotion of health
+ Promote operational efficiency and curb long working hours - Encourage employees to take stress tests - Ensure toimplement health examinations and appropriate health quidence
+ Further expand programs to assist the - Raise awareness of self-care through + Encourage follow-up examinations and understanding of results

balance of work and family life

mental health training - Promote exercise in dalily life

- Prevent passive smoking - Enhance mental health consultation framework

<Examples of initiatives>
<Examples of initiatives> For the maintenance and promotion of health, encouraged

Aimed to raise self-care awareness and to participate in the “Health Promotion Walking” program
run by the NOF Health Insurance Association

<Examples of initiatives>
Encouraged to take at least 8 days of

yearly paid holidays encouraged to take stress tests

Target participation rate

Target utilization rate of yearly paid holidays Target percentage of tests taken

FY2019  69% (results) FY2019  99% (results) FY2019  48% (results)
FY2020  69% (results) FY2020  100% (results) FY2020  48% (results)
FY2022  70% or more FY2021  Maintain 99% or more FY2021  50% or more

I Support for child-rearing and nursing care

To support employees in balancing work with child-rearing/nursing care, NOF is expanding its programs,
including raising the age limit for children subject to short hour work system and extending the duration of
childcare leave and nursing care leave. We are also expanding our support measures, including the introduc-
tion of a childcare support program to assist employees while on childcare leave, and preparing a handbook
to assist the balance of work and nursing care.
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Promote Responsible Care Activities

Responsible Care (RC) activities are ones that the chemi-
cal industry is promoting on a worldwide basis. It is an
optimal method for managing safety of chemicals, with
the aim of ensuring environmental sustainability, health,
and safety, through the entire life cycle of chemicals. The
NOF Group is a chemical manufacturer, and nearly all of
the chemicals we manufacture are used as raw materials
for products of client companies. Therefore, we consider
RC activities as our core CSR activities and instituted the
Management Policy Regarding Responsible Care and the
Responsible Care (RC) rules in 1995, and we have been
promoting our RC activities since then. Furthermore, NOF
became a signatory of the Responsible Care Global
Charter, proposed by the International Council of Chemi-
cal Associations in 2014, and declared its support of the
Charter and its commitment to practice RC activities both
in Japan and overseas.

The NOF Group classifies its RC activities into
Five Core Components including “environmental safety,”
“labor safety,” “plant safety,” “product safety,” and “trans-
portation safety” and assigns RC managers to all busi-
ness units, works, and affiliates involved in its business
activities, and has established a supervision and support
system by the RC Committee.

Please see page 23 of the ESG Data Book

I Management of chemicals

©® Management system

Product stewardship refers to activities to safely manage
chemicals throughout the supply chain, and it is one of
the initiatives of the RC activities. The NOF Group man-
ages all chemical substances it handles throughout their
life cycle, from the procurement of raw materials, through
the development, production, distribution, and use of
products, to their final disposal, in accordance with the
Japan Initiative of Product Stewardship (JIPS), which is
promoted by the Japan Chemical Industry Association as
a voluntary activity.

Please see page 36 of the ESG Data Book

@ Initiatives in the supply chain
Procurement of raw materials
In deciding on suppliers, we place importance on the
initiatives to protect health, safety, and the environment
as well as social responsibility, and in the procurement
process, we prepare a list of controlled substances with
respect to risks and hazards and strive to collect informa-
tion on the safety of raw materials. We conduct CSR
procurement for the raw materials we use, which consid-
ers impact on the environment and health in addition to
quality, cost, and delivery time.

The list of controlled substances is decided on
the basis of the POPs convention, RoHS directives,
REACH regulations, Japan’s Act on the Evaluation of
Chemical Substances and Regulation of Their Manufac-
ture, etc., Industrial Safety and Health Act, and the
Poisonous and Deleterious Substance Control Act, and is
reviewed once a year.

Please see page 40 of the ESG Data Book
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Product development
In order to realize a sustainable society, the NOF Group is
developing products that contribute to recycling and
energy-saving of the end products and eco-friendly
products that are biodegradable or that do not contain
harmful substances in an effort to reduce environmental
impact.

Please see page 4 of the ESG Data Book

In addition, we conduct screening tests on the risks and
harms of all chemical substances we handle, including
raw materials, products, and byproducts, during design
screening in the product development phase and assess-
ments in the commercial production transition phase of
new products, thereby developing products with low
environmental impact.

Please see page 37 of the ESG Data Book

Flowchart of product safety management when developing a new product

Raw materials hazard study
Obtain raw materials SDS
Make application for new

chemical substances

Test and research L

Product hazard study
Classify the product according to
the GHS and prepare labels
Prepare and distribute product SDS

Product designing L

Confirm various compliance laws
and make application
Conduct internal safety assessment

Plant designing
Construction

Confirm various compliance laws
and make application
Prepare working standards and
procedures

Production  lamm

Distribute the product SDS

e Put GHS labels on the product
Register for chemSHERPA

Prepare and provide a Yellow Card

Production

As for new products, we verify that they are manufac-
tured according to the development plan before com-
mencing commercial production. We work to reduce
environmental impact by stable operation of our environ-
mental treatment facilities that minimize the environmen-
tal release of substances and optimizing the recovery
conditions. Furthermore, we started working on Chemical
Substances Risk Assessment (RA) in 2008, before
relevant laws and regulations came into effect in 2016.
We conduct risk assessment and review of chemical
substances as needed to prevent accidents caused by
chemical substances and ensure safe production.

Our Aims

Distribution and use (providing information to customers) —
We conduct hazard assessment and related evaluation
for the products to be distributed in the market, use this
data as the basis to classify planned products according
to the GHS, and prepare safety data sheets (SDS), which
are managed centrally in a company-wide system. We
put GHS labels on our products and provide them to
customers with SDS. In addition, we have close commu-
nication with transport operators involved and provide
yellow cards for bulk transportation products to ensure
safe transportation. In this way, our products are securely
delivered to the customer and used safely.

The NOF Group is a member of the Joint Article
Management Promotion-consortium (JAMP) and utilizes
the chemSHERPA tool to share information on chemical
substances contained in our products with customers.

Please see page 38 of the ESG Data Book

Disposal and recycling
The NOF Group is promoting activities with the goal of
Zero Emissions, which involves reducing the final dispos-
al of waste by landfill to 0.1% or less of the total amount
of waste generated.

Chemical substances discharged from produc-
tion processes that are no longer needed are separated
and treated in each works. Useful chemical substances
are put on the market-wide recycling process as valu-
ables, while those that are not put on the recycling
process are thermally recycled. With regard to waste
disposal, we outsource the waste treatment to external
companies that not only have received certification of
excellence by the government but also satisfy our certifi-
cation requirements. We provide them with information
on hazard assessment and related evaluation of chemical
substances discharged, and conduct audits on a regular
basis to ensure compliance with the Waste Management
and Public Cleansing Act.

Please see page 30 of the ESG Data Book

® Meeting laws and regulations
In Japan, we comply with the prior notification of new
chemical substances for products we handle in the
product development phase, pursuant to the Act on the
Evaluation of Chemical Substances and Regulation of
Their Manufacture, etc. and the Industrial Safety and
Health Act. In order to make proper notifications, when
launching a new chemical substance on the market, we
confirm compliance with laws and implement thorough
control to ensure that there are no excesses beyond the
volume that has been authorized for manufacture or
import. We also train our responsible personnel regarding
related regulatory matters in order to keep them informed
of the latest information. Furthermore, we provide training
on laws and regulations and conduct an audit every year
for researchers engaged in R&D to ensure that they
acquire correct knowledge of laws and regulations and
improve their management capabilities.

As for our overseas business, the NOF Group
engages in active exports to the EU region and complies
with REACH in accordance with the export volume of the

Corporate Governance Financial Data/Corporate Information

chemical substances subject to control under the regula-
tion. In addition, as for exports, the Security Export
Management Task Force has been organized to ensure
that products are always exported in compliance with the
Foreign Exchange and Foreign Trade Act and other
government ordinances, ministry ordinances, directives,
etc. based on the Act (Foreign Exchange and Foreign
Trade Act, etc.).

Please see pages 36-37 of the ESG Data Book

©® Management of emission of chemical substances
The NOF Group strictly manages chemical substances
emissions in order to comply with environmental stan-
dards. Furthermore, we manage each location by using
self-management values to prevent disasters and improve
the environment.

We work to assess and reduce emissions of
PRTR Law-designated substances, including voluntarily
controlled substances designated by JCIA. The emissions
of PRTR Law-designated substances were 147 tons in
fiscal 2020, a reduction of 11 tons compared to fiscal
2019 and 122 tons (45%) from the level of our reference
year of fiscal 2010.

Regarding measures to reduce emissions of PRTR
Law-designated substances, we substantially reduced the
emission volume by installing cumene deodorizing equip-
ment at the Kinuura Plant and an allyl chloride (3-chloro-
propene) recovery system at the Chidori Plant in 2015. At
NOF Metal Coatings Asia Pacific Co., Ltd., we had been
studying the use of alternative solvents to dichlorometh-
ane that was used in large quantities in the metal cleaning
process prior to the application of GEOMET®, a corrosion
prevention agent. The study work was completed in fiscal
2020 and we have completely abolished the use of di-
chloromethane in our facilities. In addition, a cumene
recovery system is scheduled to be installed at the Kinuu-
ra Plant in fiscal 2021, and we will further reduce emis-
sions of PRTR Law-designated substances.

For fiscal 2021, we plan to assess actual emis-
sions of new PRTR Law-designated substances, which
will come into effect in fiscal 2022, to set new reduction
targets. We will work on further reduction of such sub-
stances on a group-wide basis.

Please see page 31 of the ESG Data Book

Emissions of PRTR Law-designated substances of the NOF Group (reference year: FY2010)

I Enissions of PRTR Law-designated substances (domestic NOF Group) Emissions of PRTR Law-designated substances (NOF)
@ Enmission reduction rate (domestic NOF Group) @ Enmission reduction rate (NOF)
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Promote Responsible Care Activities

I Responses to climate change

The NOF Group has set reducing greenhouse gas emis-
sions as our internal target, and worked on measures
including promoting energy saving activities and remod-
eling facilities since fiscal 1998. In fiscal 2020, we set a
goal of “reducing CO2 emissions/basic unit per net sales
by 30% by fiscal 2030 compared to the fiscal 2013 level”
as a KPI for the materiality “Promote Responsible Care
Activities: Responses to climate change” to further clarify
the relationship between our business performance and
greenhouse gas emissions as the Group as a whole aims
to expand its business.

In fiscal 2020, we reduced energy-derived CO2
emissions by about 7,000 tons by improving equipment
through utilization of a steam diagnostic program and
accelerating the use of LED lamps at each factory, and
replacing air conditioners and refrigerators with high-effi-
ciency models. As a result, the Group as a whole re-
duced greenhouse gas emissions by about 33,000 tons
(approx. 17% reduction compared to the fiscal 2013
level), and reduced CO: emissions/basic unit per net
sales by approx. 23% (compared to the fiscal 2013 level).

In response to the declaration by the Japanese
Government to realize a carbon-neutral, decarbonized
society by 2050 in October 2020 and a new target to
reduce greenhouse gas emissions (by 46% reduction
compared to the fiscal 2013 level) announced in April
2021, we will reset our target in accordance with the
national policy and prepare a roadmap for the period up
to fiscal 2030 during the period of the 2022 Mid-term

Management Plan.
Please see pages 27-29 of the ESG Data Book

Results of CO2 emissions and basic unit per net sales (reference year: FY2013)

@ CO: emissions @ COz/basic unit per net sales

Comparison to the reference year
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©® Adoption of renewable energy

As for the NOF Group’s initiatives in the area of renewable
energy, solar power generation facilities were installed in
the Kawasaki Works in 2018 and NiGK Corporation in
November 2020 to use renewable energy to provide part
of the electricity used in production activities in an effort
to realize a low carbon society.

In fiscal 2020, power generation output at the
Kawasaki Works was 18MWh/year, and 7MWh/year
(equivalent to approx. 20MWh/year in annual operation)
at NiGK Corporation.

Please see page 28 of the ESG Data Book
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Solar panels at
Kawasaki Works

S Solar panels at NIGK
= Corporation

I Labor safety initiatives

The whole NOF Group, including the staff of cooperating
companies assigned to NOF’s works, is making all-out
efforts to eradicate occupational accidents. In order to
clearly express the Group’s determination to make its
workplaces secure and safe for all the workers involved
in its activities and to realize this ideal, NOF set forth its
labor safety and health policy in April 2006. Under this
policy, a company-wide labor safety target is set every
year and RC audits are conducted on a regular basis.
Through these efforts, we keep the cycle of PDCA (plan-
do-check-act) running, whereby pursuing better manage-
ment and further improvement.

In fiscal 2020, we set labor safety targets of
“completely zero occupational accidents” for occupation-
al accidents and “zero injury and self-caused-injury
accidents” for traffic accidents, and worked on the key
issues of “elimination of unsafe behavior and unsafe
conditions” and “elimination of traffic accidents” through-
out the Group. We had a total of 10 occupational acci-
dents, including two lost workday accidents and eight
accidents not involving lost workdays, while we had 13
injury and self-caused-injury traffic accidents. As the
occupational accidents that occurred in fiscal 2020 were
mainly due to lack of identification of risk factors, in fiscal
2021 we will work to offer education and training to
enhance the ability to predict hazards in order to take
appropriate action. To that end, we have set “enhancing
the ability to predict hazards” as one of the items for
labor safety initiatives to be implemented under the NOF
Group’s targets in RC activities, and the entire Group will
work on it.

Please see pages 33-34 of the ESG Data Book

I Relationship between RC activities and the SDGs
The NOF Group classifies its RC activities into Five Core
Components including “environmental safety,” “labor
safety,” “plant safety,” “product safety,” and “transporta-
tion safety.” Adding “dialogue with society” to the Five
Core Components, we are engaged in specific activities.
These activities are connected with the SDGs. In particu-
lar, “(1) reduce greenhouse gas emissions and (2) reduce
chemical emission volumes” in “environmental safety”
activities are assigned high priority, and we are focusing
on these themes. We will play a part in achieving the
SDGs by continuing the promotion of Responsible Care
activities.

Our Aims

Corporate Governance Financial Data/Corporate Information

Financial & Non-financial Highlights

Operating income/Operating income to net sales

Net income attributable to owners of parent/Net income to net sales
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Business Segment

Main products

Fatty acids
NAA®
Fatty acid derivatives
UNISTER®, ALFLOW®
MILLUBE®, ELECTOL®
Surfactants
UNILUBE®, DIAPON®
STAFOAM®, LUMINOVEIL®
Ethylene oxide Propylene oxide
derivatives
WILBRIDE®, MALIALIM®
BLEMMER®
Organic peroxides
PERBUTYL®, PERHEXYL®
PERCUMYL®, PEROYL®
Petrochemical Products
NA Solvent™, EMAWET®
Functional polymers
LIPIDURE®, CERACUTE®
MODIPER®, NOFALLOY®
Electronic Materials
NOFCURE®
Special corrosion prevention agents
GEOMET®, GEOMET PLUS®
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Functional Chemicals Segment

Business overview

In the Functional Chemicals Segment, NOF manufactures a variety of
derivatives from two main types of raw materials: oil-derived raw
materials made in-house by refining domestically and internationally

procured natural oils and fats, and petroleum-derived raw materials

purchased from petroleum industrial complexes and other facilities.

Combination of technologies for refinement to high purity, for
precise synthesis of derivatives, and for formulation based on accu-
mulated data enables us to develop various new products and offer
them to growth fields where remarkable technological innovation takes
place. The Functional Chemicals Segment constitutes the principal
business of the NOF Group, accounting for more than 60% of the total
income. In fiscal 2020, 33% of the net sales was for overseas.

[ Strength of the business
The Functional Chemicals Segment has successfully shifted its focus to high-func-
tion and high-value added products. The segment has the following strengths:
© We offer approximately 3,000 types of products.
® We have business connections with domestic and overseas companies
from diverse industries.
® We offer a number of products with competitive advantage despite we
operate business in a niche market.

[ Value creation in the 2022 Mid-term Management Plan
NOF will expand the sales of high-function and high-value added products in
the growth market of the three prioritized business fields of life/healthcare,
environment/energy, and electronics/IT.

Followings are examples of specific products for which we focus on the
sales expansion.

For the life/healthcare field

© Surfactants ®Ethylene oxide Propylene @ Functional polymers
Hypoallergenic surfactant oxide derivatives Cosmetic ingredients
LUMINOVEIL® Cosmetic additives LIPIDURE®
WILBRIDE® CERACUTE®
PARLEAM®

For the environment/energy field

© High-performance ester © Special corrosion

Biodegradable lubricant prevention agents
Water-based chrome-free

MILLUBE® .~ &
@ Rust inhibitor

e - R GEOMET®
GEOMET PLUS®

(GECD301CHBIC £3)

Our Aims
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Overseas

Net sales
by area

Changes in the business results of the Functional Chemicals Segment and the 2022 Mid-term Management Plan
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Sustainable procurement of oils and fats

Palm oil, which is extracted from the fruit of oil palms
grown in the tropics, is the most widely produced
vegetable oil in the world, and it is one of the most
important raw materials for NOF. Meanwhile, rapid
expansion and improper management of oil palm
plantations have caused a variety of problems for the
environment and local communities, including defor-
estation of tropical and peat swamp forests, extinction
of biodiversity, climate change, violation of workers’
rights, and child labor.

The Roundtable on Sustainable Palm Qil
(RSPQO) was established in 2004 to work to solve these
problems, with the vision of transforming markets in
order to make sustainable palms properly produced in
accordance with principles and criteria the norm.

NOF endorsed the RSPO’s philosophy and
joined the RSPO in 2012. In 2014, NOF obtained
supply chain certification from the organization and

2019 2020 2021 (forecast) 2022 (plan) (fiscal year)

started to procure RSPO certified raw materials. Fur-
thermore in 2019, NOF became a founding member of
the Japan Sustainable Palm Oil Network (JaSPON),
which is comprised of corporations and organizations
in Japan, and has engaged in activities to encourage
procurement and consumption of sustainable palm oil
in the Japanese market to contribute to solving envi-
ronmental and social issues in the palm oil industry.

2-0378-12-100-00
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Business Segment

Main products

Edible oils
CRUMB SOFT® SK
BREADY® SA
Functional foods
Komecosanol®
Biocompatible materials
MPC polymer/monomer
LIPIDURE®
Plant-derived ingredients
Plant-derived Proteoglycan
Raw materials for DDS drug formulations
Activated PEG
SUNBRIGHT®, PUREBRIGHT®
Functional lipid
COATSOME®
Surfactant for drugs
Polysorbate80(HX2)
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| Life Science Segment

Business overview

The Life Science Segment consists of three main lines of products:
edible oils, biocompatible materials, and raw materials for drug formu-
lations. Edible oil products, manufactured based on refining and pro-
cessing technologies in pursuit of tasty and healthy food for an
abundant diet, are sold mainly to domestic companies.

As for biocompatible materials, 2-Methacryloyloxyethyl phos-
phorylcholine (MPC) polymer-related products are sold to domestic
and overseas companies in the fields of pharmaceuticals, medical
devices, and diagnostics.

Raw materials for DDS (drug delivery system) drug formula-
tions are sold mainly to companies in Europe and the United States.
Highly creative raw materials for drug formulations, such as PEG (poly-
ethylene glycol) and functional lipid, are developed based on our
proprietary synthesis and refining technologies and manufactured
under a sophisticated quality management system in conformity with
GMP standards.

[ Strength of the business

® For edible oils (functional oils), we have accumulated formulation technologies
that improve the texture of bread and sweets by adding enzymes, emulsifi-
ers, and others to ails.

® With regard to biocompatible materials, we are capable of stable supply of a
large amount of super-hydrophilic MPC monomers and MPC polymers.

® We offer unrivalled, high-purity raw materials for DDS drug formulations. Cus-
tomizing molecular design is also possible.

[ Value creation in the 2022 Mid-term Management Plan

NOF will expand the sales of high-function and high-value added products in the
growth market in the life/healthcare field among the three prioritized business
fields.

Followings are examples of specific products for which we focus on the
sales expansion.

@ Edible oils ®Biocompatible materials ©® Raw materials for DDS drug formulations

Functional fats and oils Eye care / pharmaceutical materials | jpids for DDS formulations
CRUMB SOFT® SK LIPIDURE® series COAT SOME® series

Our Aims

Corporate Governance Financial Data/Corporate Information

Overseas

Net sales
by area

Changes in the business results of the Life Science Segment and the 2022 Mid-term Management Plan
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Contributing to DDS innovation by utilizing high-purity materials and new technologies

In the pharmaceutical industry, a number of pharmaceuti-
cals utilizing DDS (Drug Delivery System) that maximize the
therapeutic effects of drugs have been commercialized.

DDS is a technology that enhances the effective-
ness of pharmaceuticals by allowing them to act on the
body in the required place and in the required quantities for
the required time. It is attracting attention for its effective-
ness in the treatment of a variety of diseases.

In the DDS field, highly creative raw materials for
drug formulations, such as polyethylene glycol (PEG)
derivatives, mono-dispersed PEG, lipids for nucleic acid/
gene-delivery, PEG lipids, and high-purity polysorbate, are
developed from our proprietary molecular design, synthe-
sis, and refining technologies and provided under a sophis-
ticated quality management system in conformity with
GMP.

Amagasaki Factory AL Plant
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Business Segment

Photo courtesy JAXA

Main products

Industrial Explosives
HIGHJEX®
Electric Detonator
ANFO Explosives
Space Rocket Products
Solid Propellant (SRB-A, SRB-3)
Pyrotechnic Devices for the Space Rocket
Defense Products
Gun Propellant / Rocket Propellant
Guided Missile Assembly
Pyrotechnic Devices for the Missile
Functional Products(Consumer products
business)
(Hokkaido Nichiyu Co., Ltd.)
Antifreezing Agent : KAMAGU®
(NIGK Corporation)
Temperature Indicator : Temperature Label®
Steriization Indicator : BD PACK®
(Nippon Koki Co., Ltd.)
Security Goods : NET LAUNCHER®
GANSIZER®
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Explosives & Propulsion Segment

Business overview

The Explosives & Propulsion Segment consists of four main lines of
products: industrial explosives, space rocket products, defense
products, and functional products.

Industrial explosives are used in the development of social
infrastructure, such as tunnel excavation; at quarries; and on other

occasions. They are sold to domestic major construction contractors
and quarry owners.

Space rocket products and defense products are developed
and delivered in accordance with the procurement plans of govern-
ment agencies.

Diverse functional products are developed based on energy
control technologies and sold mainly to domestic companies. Some
products are sold to overseas companies.

[ Strength of the business

® Demand for industrial explosives, space rocket products, and defense
products is steady, although a significant increase cannot be expected.

® Energy control technologies we have accumulated can potentially be used

for a range of consumer products.

Our Aims
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Overseas ————;

Net sales

by area

Changes in the business results of the Explosives & Propulsion Segment and the 2022 Mid-term Management Plan
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UV Label for ensuring safety (NiGK Corporation)

[ Value creation in the 2022 Mid-term Management Plan

NOF will strive for steady product development and stable product supply, in
accordance with the trends in the development of maglev bullet trains and other

infrastructure, as well as in defense and space development, and meet the
demand based on procurement plans of utility companies and government
agencies.

In addition, we will aim for the rollout and sales expansion of functional

products in the field of environment/energy, with “safety” as a keyword.

® Space Rocket Products
Solid rocket booster for H3 rocket (SRB-3)
Photo courtesy of JAXA

®Industrial Explosives
HIGHJEX®
(NGK Corporation)

® Functional Products

Temperature ndcator: Temperalure Label

Tempezatre et Temperaee Lebe”

In 1965, we started selling Thermo Paint (heat-sensitive
paint), which was born out of the search for new
technologies in the explosive and propulsion business,
and the product began to be used for equipment and
process management purposes. Later, in response to
requests from users such as electric power companies
and electrical manufacturers for producing the product
as a label, Themo Label, the prototype of UV Label,
was created.

UV Label was created in the process of enrich-
ing the product lineup by incorporating the needs of
users, with visualization of energy as its main function.

UV Label helps select the location of disinfec-
tion equipment by visualizing the exposure of bacteri-
cidal lamps to food, drugs, cleaning water, clean rooms,
and other places indoors (for virus disinfection). This is
useful because users cannot directly look at bactericid-
al lamps during their operation. Inquiries for UV Label,
which is used for visualizing the dose of UV radiation,
have been increasing amid growing sales of virus
disinfection equipment using ultraviolet rays that have

bactericidal effect to prevent the spread of COVID-19
infection.

In response to the COVID-19 pandemic, virus
disinfection equipment and air purifiers using UV are
being introduced in medical institutions and libraries,
and also by companies for disinfecting tablets and
keyboards shared by employees. Under these circum-
stances, this product, which allows users to visually
check the dose of UV radiation without needing a
dedicated measuring device, is being widely used by
general users as well.

Integrated Report 2021
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Officers
e Table of Contents
Officers P36 Director (Excluding directors who are Audit and Supervisory Committee members)
President and Chief Al
1 : : Takeo Miyaji
Corporate Governance Initiatives P.37 ‘ Executive Officer yal
2 | Representative  (a,hito Maeda
Compliance P.41 ‘ Director
3 ‘ Director Masanobu Miyo
Risk Management P.45
4 ‘ Director Kazuyoshi Yamauchi
5 ‘ Director Shingo Unami (Outside director)
6 ‘ Director lzumi Hayashi (Outside director)

Board member who is an Audit and Supervisory Committee member

7 \ Director Tsuneharu Miyazaki

8 ‘ Director Kunimitsu Itou (Outside director)
9 ‘ Director Yuriko Sagara (Outside director)
10 | Director Keiichi Miura  (Outside directon)

*Officers who have the same job title are listed in the order of the Japanese syllabary.
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Corporate Governance Initiatives

I Basic concept of corporate governance

Under the corporate philosophy of “contributing to
mankind and society through the creation of new value in
wide-ranging fields from the biosphere to outer space,”
the Company aims to realize stable and sustainable
growth and development, as well as to continue to be a
company valued by all kinds of stakeholders through
fulfiling its corporate social responsibility as a member of
our society, such as by protecting the natural environ-
ment and securing health and safety, in addition to
compliance.

In order to respond precisely to changes in the
business environment and the intensifying competition
between companies, the Company strives to speed up

management decisions and, from the perspective of
securing transparency and improving accountability,
recognizes that the strengthening of corporate gover-
nance is an important issue, and endeavors to secure the
effectiveness thereof.

In 2021, the Company has transitioned to a
Company with an Audit and Supervisory Committee, so
as to further strengthen the Board of Directors’ supervi-
sion function such as through having Directors who are
Audit and Supervisory Committee Members hold voting
rights in the Board of Directors, to raise efficiency of the
management by enabling flexible decision-making, and
to further enhance corporate governance.

General Meeting of Shareholders

Appointment / Dismissal

Board of Directors

Nomination Committee (discretionary) €-------

Compensation Committee (discretionary) €=======

Selection / Dismissal

5 oo

i Supervision

Directors who are Audit and Supervisory Committee Members

Appointment /

Appointment / Dismissal Blferafien

Audit and Supervisory Committee

| | * CSR Committee
® Specialist Committees

Risk Management, RC,
! Quality Control, IR)

President and Chief Executive Officer mininimiiee

______ . | Auditing / Supervision
-
1
Auditing
Bt eiapopie RN IR »
Reporting | |
———————————— 1 |
1 :4_
Deliberation H

Executive Committee

1
1
i
I
(Compliance, Operating Officers Strategic Meeting i
1
1
1
1
]

A
! Support

i
1
1
Audit and Supenisory Comittee's Offce i Cooperation
I
I

v

Cooperation Accounting Auditor
_______ (Auditing Company)

I Board of Directors

One regular meeting of the Board of Directors is held
every month and extraordinary sessions are also con-
vened as required, to decide on important matters set
forth by laws and regulations, the Articles of Incorporation
and the Rules of the Board of Directors, and the status of
business execution is also supervised.

In addition, the Executive Committee, which is a
deliberative body for the Company’s overall business exe-
cution policies and important business execution, meets
as required, and the Strategic Meeting is held once a
week as a general rule to facilitate prompt business
judgements. Any important matter to be referred to the
Board of Directors goes through preliminary deliberation
at the meeting Executive Committee or at the Strategic
Meeting, intended to ensure appropriate decision making.
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Of the ten members comprising the Board of
Directors, five are independent Outside Directors (includ-
ing Audit and Supervisory Committee Members).

I Nomination Committee and Compensation Committee
In order to deliberate on the nomination and compensation
of Directors and to improve the oversight function of the
Board of Directors and strengthen the corporate gover-
nance system, the Nomination Committee and Compensa-
tion Committee, which are voluntary advisory committees
to the Board of Directors, have been established. Both
Committees consist of five independent Outside Directors
and one President and Chief Executive Officer, and an
independent Outside Director serves as the Chairperson.

Our Aims

I Audit and Supervisory Committee

The Audit and Supervisory Committee supervises the
Directors’ execution of business: it cooperates effectively
with other entities such as the Internal Audit Division, in
accordance with auditing policy and standards, and
standing Audit and Supervisory Committee Members
play a leading role in attending various important meet-
ings including meetings of the Executive Committee.

I Accounting Auditor
Ernst & Young ShinNihon LLC has been selected as the
Accounting Auditor.

Corporate Governance Financial Data/Corporate Information

I Specialist committees

The Risk Management Committee, the Compliance
Committee, the RC (Responsible Care) Committee, and
the Quality Control Committee analyze management
risks, consider countermeasures, and report to the CSR
Committee chaired by the President. The CSR Commit-
tee conducts integrated assessment of various business
risks, including those related to compliance, information
management, and environment and safety, as well as
confirmation and evaluation of the comprehensiveness of
risks. The risks are deliberated at the Board of Directors
as necessary.

Audit and Supenvisory | Independent

Name Committee Member | Director/Auditor

Reasons for Election

Shingo Unami O

Mr. Shingo Unami has abundant experience, as well as advanced insight and capabilities in the
financial industry. Furthermore, as he has been responsible for the management, etc. of
multiple companies, he has a broad range of experience and knowledge regarding corporate
management. For the reasons above, the Company deems that he will be able to fulfill the
responsibilities of conducting appropriate oversight, etc. over business execution and provide
advice to the Company’s management, based on his abundant experience and deep insight as
a corporate manager. Therefore, the Company has elected him.

Izumi Hayashi O

Besides being well-versed in corporate law as an attorney, Ms. Izumi Hayashi has advanced
knowledge on topics including intellectual property and corporate compliance. She actively
comments in Board of Directors meetings using the said perspective, and appropriately fulfiled
her responsibilities as an Outside Corporate Auditor of the Company, such as through the
auditing and oversight of business execution. Although she has never been involved in corpo-
rate management except as an outside officer, for the reasons above, the Company deems
that she will be able to fulfill the responsibilities of conducting appropriate oversight, etc. over
business execution and provide advice to the Company’s management, based on her special-
ized knowledge. Therefore, the Company has elected her.

Kunimitsu Ito O O

Mr. Kunimitsu Ito is well-versed in accounting and tax practices. He actively comments in
Board of Directors meetings using the said perspective, and appropriately fulfilled his responsi-
bilities as an Outside Director of the Company, such as through the oversight of business
execution. As the chairman of the Compensation Committee and a member of the Nomination
Committee, he attended committee meetings and actively gave his opinions. Although he has
never been involved in corporate management except as an outside officer, for the reasons
above, the Company deems that he will be able to fulfill the responsibilities of conducting
appropriate auditing and oversight, etc. over business execution, based on his specialized
knowledge. Therefore, the Company has elected him.

Yuriko Sagara O O

Ms. Yuriko Sagara has a high level of expertise and global-based knowledge as an attorney. In
addition, as a patent attorney, she has a deep level of insight on intellectual property. Although
she has never been involved in corporate management except as an outside officer, for the
reasons above, the Company deems that she will be able to fulfill the responsibilities of
conducting appropriate auditing and oversight, etc. over business execution, based on her
specialized knowledge. Therefore, the Company has elected her.

Keiichi Miura O O

Mr. Keiichi Miura has been engaged in the management of TAIHEIYO CEMENT CORPORATION,
and has abundant experience and advanced insight and capabilities regarding research planning,
etc. Furthermore, having served as an outside director in the chemicals industry, he has a wide
range of experience and knowledge. For the reasons above, the Company deems that he will be
able to fulfill the responsibilities of conducting appropriate auditing and oversight, etc. over business
execution, based on his abundant experience and knowledge of advanced technology as a
corporate manager. Therefore, the Company has elected him.

I Policy on determining compensation

I Method of determining policy concerning details of
compensation, etc. of individual Directors

Regarding the policy on compensation of Directors, after
undergoing deliberation by the Compensation Commit-
tee, established via a resolution of the Board of Directors
as an advisory body to the Board of Directors, a resolu-
tion was reached at the Board of Directors meeting held
on June 26, 2019.

I Overview of contents of determination policy
Under the policy to promote sustainable growth and
medium- to long-term enhancement of corporate value
based on the Company’s Corporate Philosophy and
reward Directors for business results and other achieve-
ments through an appropriate level of compensation,
compensation for Directors consists of fixed compensa-
tion, bonuses, and stock compensation. In order to
maintain incentives, at least a third of the compensation
paid is set as performance-linked compensation (bonus-
es, stock compensation). Compensation for Outside
Directors is limited to fixed compensation.
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Corporate Governance Initiatives

I Reasons why Board of Directors deemed that details of compensation, etc. of individual
Directors concerning the fiscal year under review aligned with the determination policy
For matters regarding the compensation system and poli-
cy concerning Directors, matters regarding the calcula-
tion method in determining specific compensation
amounts for Directors, and individual compensation
amounts, etc., the Compensation Committee conducts
deliberations from a multi-faceted perspective, including
compliance with the policy on compensation of Directors.
The Board of Directors respects the results of the deliber-
ations, and deems that they are aligned with the said
policy. The said Compensation Committee comprises
three members, namely two independent Outside Direc-
tors and the President and Chief Executive Officer, and is
chaired by an independent Outside Director (held meet-
ings in May, June, and November of 2020, and in Janu-
ary and February of 2021, in the fiscal year under review).
© Fixed compensation (delegation of decisions on compensation, etc. of individual Directors)
Calculation methods, etc. of fixed compensation for
Directors were deliberated by the Compensation Com-
mittee and resolved at the Board of Directors meeting
held on June 26, 2019. The compensation, etc. of
individual Directors elected at the Annual General Meet-
ing of Shareholders held on June 29, 2021 (excluding
Directors who are Audit and Supervisory Committee
Members) was resolved at a Board of Directors meeting
after undergoing deliberation by the Compensation
Committee.
® Bonuses
Calculation methods, etc. of bonuses for Directors
(excluding Outside Directors) were deliberated by the
Compensation Committee and resolved at the Board of
Directors meeting held on June 26, 2019. The calculation
method of the said bonuses is based on consolidated
operating income, an important indicator related to the
Group’s business performance evaluation. The Compen-
sation Committee verifies the said calculation method
and the amount paid to Directors (excluding Outside
Directors) in each term.
® Stock compensation
Based on the resolution of the 96th Annual General
Meeting of Shareholders held on June 27, 2019, a new
performance-linked stock compensation plan (Board
Benefit Trust) has been introduced to further clarify the
linkage between compensation for Directors who concur-
rently serve as Operating Officers (excluding Outside
Directors) and Operating Officers with a title (hereinafter
collectively “Directors, etc.”) and financial results of the
Company as well as the value of the Company’s shares,
and to strengthen the awareness of their contribution to

the medium- to long-term improvement of financial
results and enhancement of corporate value.

For each fiscal year, the Directors, etc. are award-
ed points, the number of which is to be decided taking into
account their respective positions, achieverment level of
their performance, etc. based on the Officer Stock Distri-
bution Rules. Each point awarded to the Directors, etc. is
converted into one share of the Company’s common stock
at the time of the distribution of the Company’s shares,
etc. The number of points held by a Director, etc., which
will be used as the basis for the distribution of the Compa-
ny’s shares, etc., is, in principle, the number of points
awarded to the said Director, etc. by the time of his/her
retirement (hereinafter, the points calculated in such man-
ner shall be referred to as the “Defined Number of Points”).

The said calculation method, etc., which considers
such matters as the respective positions and achievement
level of performance targets of the Directors, etc. was
deliberated by the Compensation Committee and resolved
at the Board of Directors meeting held on June 27, 2019.

(i) Calculation methods of points awarded
The number of points awarded is calculated by multi-
plying the number of position-based points, decided
for each position, by the performance evaluation coeffi-
cient, which is determined by the achievement level,
etc. of consolidated operating income in the Mid-term
Management Plan, an important index for the evalua-
tion of the Group’s business performance.
(Formula)Number of position-based points x Perfor-

mance evaluation coefficient
*Taking into account the achievement level of performance, the value
of the performance evaluation coefficient varies between 0 and 1.5.

(i) Distribution methods

Distribution takes place after the retirement of Directors,

etc., and the Company’s shares and cash, equivalent

to the Defined Number of Points, are distributed (when
distributed as survivor benefits, cash is distributed).

(iiiy Achievement level of the target for consolidated
operating income in the Mid-term Management
Plan during the fiscal year under review

The planned target for consolidated operating income

in the 2022 Mid-Term Management Plan is ¥29.0 billion

(final year of the said plan). The actual result of consoli-

dated operating income in the fiscal year under review

was ¥26.6 billion, representing a 96.4% achievement
level in the fiscal year ended March 31, 2021, calculat-
ed according to the level of growth in the period of the

2022 Mid-Term Management Plan. The Compensation

Committee verifies the number of points awarded

based on the defined calculation method in each term.

I Activities of the Nomination Committee and Compensation Committee

The Nomination Committee receives requests for consul-
tation from the Board of Directors and deliberates on
matters concerning the election and dismissal of Direc-
tors, as well as matters concerning candidates for
President and Chief Executive Officer and plans to foster
the candidates (during fiscal 2020 the Committee met six
times, deliberating on matters including organizational
configuration).
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The Compensation Committee receives requests
for consultation from the Board of Directors and deliber-
ates on matters concerning the compensation of Direc-
tors, including compensation systems and policies for
Directors, matters concerning calculation methods in
determining the actual amounts of compensation, and
the amounts of compensation for individual Directors
(during fiscal 2020 the Committee met five times, deliber-
ating on matters including organizational configuration).
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I Total amount of compensation, etc. by officer category, total amount of compensation, etc. by type, and number of eligible officers

(in million yen, persons)

Category Total amo_unt of Total amount of compensation, etc. by type Number_of eligible
compensation, etc.| rixed compensation Bonuses Stock compensation officers
Director (excluding Outside Director) 231 72 11 7
Auditl & Supe_rvisory Bogrd Member (excluding o6 B B 5
Outside Audit & Supervisory Board Member)
Outside Officer 34 - - 6

(Notes) 1. The maximum amount of compensation for Directors (¥360 million per year excluding remuneration received as employees) was resolved at the 83rd
Annual General Meeting of Shareholders held on June 29, 2006. There were eight Directors as of the conclusion of the said Annual General Megting

of Shareholders.

2. Based on the resolution of the 96th Annual General Meeting of Shareholders held on June 27, 2019, the Company will contribute up to a maximum
of ¥152 million to the performance-linked stock compensation plan (Board Benefit Trust) for Directors who concurrently serve as Operating Officers,
for the four fiscal years from the fiscal year ending on March 31, 2020 to the fiscal year ending on March 31, 2023. There were six Directors who
concurrently served as Operating Officers as of the conclusion of the said Annual General Meeting of Shareholders.

3. The maximum amount of compensation for Audit & Supervisory Board Members (¥6 million per month) was resolved at the 65th Annual General
Meeting of Shareholders held on June 29, 1988. There were three Audit & Supervisory Board Members as of the conclusion of the said Annual

General Meeting of Shareholders.

I Analysis and Evaluation of Effectiveness of the Board as a Whole

The Company analyzes and evaluates the effectiveness
of the Board of Directors once a year, in principle.

Since fiscal 2016, the Company has implement-
ed an effectiveness evaluation every year. In fiscal 2020,
the Company employed a questionnaire form crafted by
an external institution, and implemented the fiscal 2020
Board of Directors effectiveness evaluation questionnaire
by surveying all 11 Directors and Audit & Supervisory
Board Members.

By combining a five-level rating scale and
open-ended questions, the questionnaire aimed to under-
stand current conditions and identify challenges from
both aspects of quantitative and qualitative evaluation.

As the questionnaire was answered by sending
responses directly to the external institution, anonymity
was ensured. The tallying and analysis of the questionnaire
forms was also delegated to an external institution, for the
purpose of securing objectivity and further increasing the
effectiveness of the Board of Directors going forward.

The questionnaire consisted of questions regard-
ing the following matters (total of 30 questions).

(1) Roles and functions of the Board of Directors (5
questions)

(2) Scale and composition of the Board of Directors
(4 questions)

(8) Operation of the Board of Directors (5 questions)

(4) Cooperation with auditing institutions, etc. (4
questions)

(5) Relationship with Outside Directors (3 questions)

(6) Relationship with shareholders and investors (3
questions)

(7) Future direction of the Board of Directors’
function (1 question)

(8) Degree of Improvement (1 question)

(9) Open-ended section (4 questions)

Based on the tallying and analysis of the results of
the external institution, the Board of Directors conducted
a deliberation and evaluation in April and May of the same
year. The results of the fiscal 2020 effectiveness evaluation
and points of improvement for the future are as follows.
©® Summary of results for fiscal 2020 effectiveness evaluation
It was confirmed that the Company’s Board of Directors
was operated appropriately in general as a whole, as
information necessary for Outside Officers to understand
the Company’s operations was provided, diversity of
careers and expertise of Outside Officers was further
improved, and opinions were exchanged freely.

Among the challenges recognized in the fiscal
2019 effectiveness evaluation, regarding the top man-
agement succession plan, there were opinions that a
discussion going a step further than before was started
at Board of Directors meetings. However, there were
many opinions as a whole expressing the need to contin-
ue recognizing it as a challenge to tackle.
® Points of improvement for the future
With respect to the top management succession plan,
which continued to be recognized as a challenge, it has
been confirmed that the Company will degpen discus-
sions and strive for improvement on an ongoing basis
from the perspective of further increasing the effective-
ness of the Board of Directors.
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Compliance

NOF and its subsidiaries have developed an internal control system for ensuring adherence to laws and regulations, the
Articles of Incorporation, and various internal rules of the Company and appropriateness of business operations. Regard-
ing observance of social norms and laws and regulations, the Company’s code of conduct is formally spelled out as the
NOF Code of Ethical Conduct, based on the NOF Basic CSR Policy, and the Compliance Committee is established to

ensure thorough adherence to the code.

Basic CSR Policy

We will fulfill our corporate social responsibility and conduct sustainable business activities.

1. We will, each and all, act in accordance with the highest standards of corporate ethics.

2. We will respect human rights, and enable a diversity of personnel to demonstrate their abilities.

3. We will promote responsible care activities, based on the five kinds of safety.

4. We will consider the interests of all our stakeholders.

5. We will contribute to society in cooperation with local communities.

I Organizational setup

Regular meetings of the Compliance Committee are held
twice every year. The Committee also meets as required
when a compliance issues arises, identifies issues, and
analyzes countermeasures. The results are reported to
the CSR Committee chaired by the President. The CSR
Committee conducts integrated assessment of various
business risks, including those related to compliance,
information management, and environment and safety.
The risks are deliberated at the Board of Directors as
necessary.

I Compliance Manual

In order to instill a sense of compliance in its executives
and employees, the NOF Group has prepared a Compli-
ance Manual, which explains the Code of Ethical Con-
duct in detail and in easily understood terms. The
universal Global Compliance Manual has been published
in eleven different languages.

®Japanese @®English ®German
©®French @®Dutch Oltalian
@®Portuguese @Simplified Chinese @Indonesian

®Vietnamese ®Korean
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I Country-specific compliance manuals

The NOF Group is preparing country-specific compliance
manuals based on the legal systems of each country.
Following the publication of versions for the U.S.A.,
China, Indonesia, France, Germany, Belgium, Italy, and
South Korea, where the Group has a large number of
employees, we published a version for Brazil in fiscal
2020, and began utilizing them in Group companies.

I Compliance-related training

The NOF Group regularly holds compliance-related
training sessions for employees. Training sessions that
took place in fiscal 2020 included those related to ha-
rassment intended for those in executive positions, those
related to compliance intended for NOF and consolidated
subsidiaries, and those related to the Act against Delay in
Payment of Subcontract Proceeds, Etc. to Subcontrac-
tors intended for Group companies.

I Obtaining information on the enactment and
revision of laws and regulations
We have obtained information on the enactment and revi-
sion of laws and regulations by utilizing various sources
on a continual basis while taking appropriate actions. In
fiscal 2020, in order to reduce risk of overlooking infor-
mation on the enactment and revision of laws and regu-
lations, the whole Group introduced and started
operation of a system that enables us to automatically
receive information on the enactment and revision of laws
and regulations by email.

I Basic anti-bribery policy

In today’s society, preventing corruption related to business
activities is recognized as one of the major issues for
companies. We set forth the NOF Group’s basic anti-bribery
policy and announced it in the name of the President. We
have also promoted its adoption at the Group companies in
each country. We will ensure adherence to anti-bribery and
corruption regulations in each country and region that have
become increasing stricter in recent years.

Our Aims Corporate Governance Financial Data/Corporate Information

I Raising awareness by internal magazine

NOF uses its quarterly internal magazine to help raise
employees’ awareness of compliance. NOF continues
activities to raise awareness through relatable articles using
cartoon characters.

I Whistle-blowing system

Consultation desks in Japanese / English / Chinese
(Simplified Chinese) / Korean / Indonesian / Portuguese
have been set up at external third-party institutions as
contact points for whistle-blowing / consultation in
overseas countries where our business bases are locat-
ed. Employees can contact the desks if they become

I TRL P LA oA AN aware of a violation or potential violation of compliance
. - rules. Persons who report or consult on a violation or
S TRL PR AR potential violation of compliance rules will not be treated

-mgmamE
r—— = —

disadvantageously because of the report or consultation,
and the report or consultation will be handled with confi-
dentiality. This system and contact points are communi-
cated to executives and employees of the Group
companies worldwide on a regular basis.

There were six reports in fiscal 2020, including
one harassment issue and five issues related to work-
place operation. We conducted investigations on all
cases in a swift and careful manner, and have taken
corrective and preventive measures.

NOF Group’s Basic Anti-Bribery Policy

Overview

We, the NOF Group, declare that we will, each and all, act in accordance with the highest standards of corporate
ethics as our Basic CSR Poalicy. The Code of Ethical Conduct has been adopted in all NOF Group companies,
and we are working to practice and improve compliance. In order to further promote the abovementioned initia-
tives, we have established the NOF Group’s Basic Anti-Bribery Policy (“the Basic Policy”). The Basic Policy ap-
plies to all executives and employees working for the NOF Group.

Declaration

We, the NOF Group, will not make profits by illegal means in any situation, and adhere to anti-bribery laws
and regulations in all countries and regions where the NOF Group operates.

May 28, 2021
President and Chief Executive Officer of NOF Corporation
Takeo Miyaji

Matters to be adhered to

1 Adherence to laws and regulations
Executives and employees of the NOF Group will adhere to the Basic Policy and anti-bribery laws and regu-
lations in the countries and regions where the NOF Group operates.

2 Development of internal rules and organizational setup
The NOF Group will develop and operate organizational setups to prevent bribery, including operation of each
company’s Ethics and Compliance Committee and contact points for whistle-blowing in an equitable manner,
and preparation of various internal rules and guidelines.
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Compliance

3 Conduct educational activities
The NOF Group will conduct appropriate educational activities to further raise awareness of NOF Group ex-
ecutives and employees about compliance.

4 Conduct audits
The NOF Group will conduct audits on a regular or irregular basis to confirm that its anti-bribery system is
functioning properly.

5 Regular reviews and improvement
The NOF Group will assess and review its anti-bribery system regularly on the basis of the audit results.

6 Recording and management
The NOF Group will, in developing an anti-bribery system, create and manage accurate and proper records
of all transactions under an appropriate internal control process.

7 Responses to emergencies
In the event that an executive or employee of the NOF Group violates or is suspected of violating the Basic
Policy, the NOF Group will promptly take measures to ensure adherence to laws and regulations and to mini-
mize the spread of violations, and cooperate with investigations by the relevant authorities.

8 Disciplinary action
In the event that an executive or employee of the NOF Group commits bribery or is involved in bribery in

violation of the Basic Policy, the NOF Group will take strict disciplinary action in accordance with the rules of
employment of the NOF Group companies.

Definition

(1) “Anti-bribery laws and regulations” refer to the Unfair Competition Prevention Act and National Public
Service Ethics Act of Japan, the Foreign Corrupt Practices Act of the U.S., and the Bribery Act 2010 of
the U.K., among others.

(2) “Bribery” refers to (1) giving, or offering or promising to give, any money or other benefits to a civil ser-
vant, etc., either directly or indirectly, for the purpose of having the civil servant, etc. act or refrain from
acting in a particular way in relation to his or her duties, or having the civil servant, etc. use his or her
position to influence another civil servant, etc. to act or refrain from acting in a particular way in relation to
that civil servant’s duties, in order to obtain illicit gains in business, and (2) receiving, or demanding or
promising to receive, any money or other benefits in relation to one’s own duties for the purpose of ob-
taining illicit gains for oneself or a third party.

(3) “Civil servant, etc.” refers to any and all of the following:

(1) A person engaged in public duties for the national or local governments of Japan or a foreign country;

(2) A person engaged in the affairs of government-related organizations of Japan or a foreign country;

(3) A person engaged in the affairs of public bodies of Japan or a foreign country;

(4) A person engaged in public duties of international organizations established to carry out specific affairs
related to the public interest;

(5) A person to whom authority is delegated by a Japanese or foreign national government;

(6) A political party or a staff member thereof; and

(7) A candidate for public office.

(4) “Executive(s) and (or) employee(s)” refer to all executives and employees of the NOF Group, as well as all
other persons who have employment contracts with the NOF Group companies including part-time and
temporary employees.
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In order that we can maintain NOF CORPORATION’s position as a good corporate citizen, earn and keep the

trust of the community and continue to develop as a company, each and every one of us-employees and execu-

tives alike shall abide by this code faithfully.

i

Compliance
We shall act in an ethical manner becoming of members of a company and society, and we shall obey the
law and other regulations, and respect others’ human rights.

Community

We shall give priority in all processes of our business activities to human safety and health, as well as protec-
tion of the natural environment, and we shall work proactively to maintain a harmonious existence in all our
local communities worldwide.

Respect for Individuals
We shall not engage in any act that goes beyond the Company’s justifiable interests or that damages the
Company’s credit or honor, and we shall respect the personality and individuality of all people.

Business Partners, Government Officers
We shall always treat our trading partners and business partners fairly and equally and in good faith, and we
shall not provide any civil servant with any benefits or favors.

Shareholders, Investors
We are an open company, and we shall disclose the details of our management and business status and
other corporate information in a timely fashion as required by relevant laws.

Company Assets and Information

We shall not use the Company’s assets for any purpose other than the Company’s official business objec-
tives. We shall record and report accurately our business performance, protect intellectual property rights and
hold confidential information and other companies’ business secrets in strict confidence.

Fair Trade
We shall comply with antimonopoly laws and international trade laws, and we shall observe the Financial
Instruments and Exchange Law and not engage in insider trading.

Prohibition of Antisocial Behavior
We shall eliminate the influence of antisocial groups, and shall not provide undue benefits to specific share-
holders.

Integrated Report 2021

44



Risk Management

Il Basic Concept towards Risk Management the President. The CSR Committee conducts integrated

1. The NOF Group comprehensively identifies various assessment of various business risks, including those
management risks surrounding its business, and related to compliance, information management, and
conducts risk assessment based on the impact and environment and safety, as well as confirmation and
frequency of each factor in order to identify risks that evaluation of the comprehensiveness of risks. The risks
need to be addressed as a priority. are deliberated at the Board of Directors as necessary.
2. We work to minimize the impact on management by We manage and monitor Group companies in
taking appropriate measures to reduce the impact of accordance with the rules on the management of group
risks that have materialized, as well as measures to companies, and offer advice, as necessary; while any
reduce the probability of occurrence. important matters that are deemed to materially impact

the subsidiary’s assets or profit and loss are approved by

the NOF Board of Directors or the Executive Committee.

3. We work to objectively verify the effectiveness of risk
countermeasures by periodically conducting risk
assessments, while working to recognize and evalu-

I Confirming “major risks” and identifying “priority

4. Under the leadership of the Risk Management Task risks”

Force established under the CSR Committee, we The NOF Group works to comprehensively identify

promote the risk management of the NOF Group by management risks surrounding the Group, considering

implementing the above risk management cycle. the characteristics of each business as well as external
environments, including political, economic and social
changes. In addition, we evaluate the impact and the
frequency of occurrence of each identified risk on Group

ate new risks.

I Risk management system

The Risk Management Committee, the Compliance
Committee, the RC Committee, and the Quality Control management, confirming major risks and taking appropri-
Committee analyze management risks, consider counter- ate measures against risks identified as “priority risks,”
measures, and report to the CSR Committee chaired by which necessitate enhanced resilience.

Flow of Risk Assessment

. i ® |dentify expected risks of the NOF Group and prepare a list of risks
Identifying risks i ) ) . ) )
® Prepare a questionnaire sheet for risk evaluation based on the list of risks

Conducting a survey using

i i ® Managers of each department conduct a risk evaluation based on the questionnaire sheet
the questionnaire

® Aggregate the survey results and evaluate the impact and frequency of occurrence of risks within

Aggregating survey results
g9 9 ¥ the NOF Group

| @ Directors hold discussions based on the survey results, and confirm the evaluation of the impact
Workshop by directors ,
and frequency of occurrence of each risk

i ) ® Prepare a risk map for the entire NOF Group based on the evaluation of the impact and frequency
Completing a risk map ,
of occurrence of each risk

A . ® Confirm the major risks in the risk map
Identifying priority risks

® |dentify priority risks, based on countermeasure status
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I Risk Map (excerpt)
The risk map is prepared based on the results of the risk evaluation at the directors’ workshop. The risk map is revised
and priority risks are identified on a yearly basis in order to implement activities aimed at enhancing the NOF Group’s

Financial Data/Corporate Information

resilience.
&
@ Core process risk Management process risk
g Fires/ Product-related | Earthquakes/ B d B
explosions problems tsunami
Support process risk  External environment risk
Intellectual property ~ Changes in the Trade Rise in raw Price fluctuations of
infringement, etc. ~ national budget disputes material prices  stocks/receivables [:] Priority risk
Violations of laws | Unsuccessful acquistions/ Sluggish  Foreign exchange  Mergers/partnerships
and regulations partnerships economy fluctuations by competitors
» Technology  Occurrences of Procurement | Inadequate govemance Interest TGRS
8 leaks labor accidents risks ofoverseashases ) fluctuations YP
c
2 Tax/ - Tightened  Retirement benefit
=]
Q financial risks i EETEIAET regulations obligations
c
2 Unsuccessful Delays n technological ~ Delays in fostering Harassment
§ business strategies development human resources  Human rights abuse
= Faciities/machinery ~ Unsuccessful | Outbreak /
Damage/failures  capital investments disease
Information system lllegal Abnormal weather Aspersions/ Competiionintensified  Transportation- Labor
failures overtime work conditions harmful rumors by new entrants related accidents shortages
Inadequate customer Rise in
responses turnover rates
Information Commun!cahon line Frauds Administrative
leaks failure errors
Probability of occurrence High

Overview of majo

r Risks and Status of Countermeasures (excerpt)

major risk Risk description Ongoing Countermeasures (excerpt)
Earthquakes/ Po§§ible irjterruption of product.ionl activities or business - Formulate a business continuity plan (BCP)
tsunami activities, including sales and distribution, due to earth- . Implement internal audits and training regarding the BCP

quakes, tsunami, or other natural disasters

Violation of laws
and regulations

Possible suspension of business activities and possible
payments of surcharge, etc. following administrative
dispositions taken in response to violations of laws and
regulations

- Prepare a Global Compliance Manual and country-specific

compliance manuals based on the legal systems of each country

- Establish compliance training and contact points for

whistle-blowing/consultation

Inadequate gover-
nance of overseas

Possible decline in trust in the Company due to fraud, such
as violations of laws and regulations, as a result of inade-

- Develop a system for ensuring the appropriateness of

business operations

- Request a regular report on the state of business execution

bases quate governance at overseas bases and financial condition, etc.; conduct business audits
Cyberattacks | possible information leaks and interruption of business ’ ESIZZSS :25 'g;osrigztg] ii?()orurrr:g{ig%agsgjriq] er;t};zl: s;ggn?pggnted
Information system | activities, due to illicit accesses from outside such as . Imp lement saf%t measures at appronriate and ryational \gvels includin
failures cyberattacks and information system failures P y pprop ' 9

development of a defense system against illicit accesses and data backup

Fires/explosions

Possible casualties among employees and neighborhood
residents, possible suspension of business activities, and
possible compensation for damages as a result of large-

scale fires and explosion accidents at plants

- Reinforce the maintenance of facilities that manufacture

hazardous materials, and promote measures for aging facilities

- Formulate emergency response manuals and implement trainings
- Implement joint disaster prevention drills and dialogue

activities with local municipalities

Intellectual property
infringement, etc.

Possible compensation for damages and possible orders
to suspend manufacturing and shipment, due to infringe-
ments of intellectual property rights

- Develop a check system for intellectual property manage-

ment and patent infringement

- Educate employees on intellectual property including

patents and trademarks

Technology leaks

Possible decline in the Group’s competitiveness, due to
leakages of technology and technical information, and simi-
lar products/technologies provided by competitors

- Establish rules for trade secrets
- Develop a management system for trade secrets

Quality fraud

Possible decline in trust in the Company due to quality fraud,
falsification of quality inspection results, and other situations

- Ensure strict management of data related to quality control
- Enlighten and train employees

Harassment
Human rights abuse

Possible decline in trust in the Company due to human
rights abuse, such as abuse of authority and sexual
harassment at workplace

- Establish the Code of Ethical Conduct and the Compliance Manual
- Set up consultation desks each staffed with a male

consultant and a female consultant

Delays in fostering
human resources

Possible stall in development of human resources who will
be responsible for the growth of the NOF Group, due to a
delay in efforts to foster human resources or an unsuccess-
ful human resource development plan

- Promote rank-specific trainings for next-generation human

resources for specific issues

- Promote/foster international human resources and human

resource rotation
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Consolidated business performance indicators

47

Financial Data

Fiscal year 94th fiscal year ~ 95th fiscal year  96th fiscal year ~ 97th fiscal year RelIGRIElRETS
Fiscal year ended March 2017 March 2018 March 2019 March 2020 March 2021

Net sales (Millions of yen) 174,057 179,935 189,152 180,917 172,645
Ordinary profit (Millions of yen) 25,001 27,430 30,099 28,830 28,870
Profit attributable to OWNers — iions of yer) 17,586 19,913 22,034 21,140 23,302
of parent
Comprehensive income (Millions of yen) 24,126 25,364 19,226 11,810 31,606
Net assets (Millions of yen) 152,564 169,572 178,285 178,716 203,516
Total assets (Millions of yen) 217,127 235,874 244,533 235,248 271,536
Net assets per share (Yen) 1,753.44 1,980.14 2,108.77 2,140.98 2,448.60
Basic earnings per share (Yen) 202.27 230.96 259.29 251.72 280.49
Diluted earnings per share (Yen) — — — — —

Consolidated business P.48 Equity-to-asset ratio (%) 69.90 71.56 72.59 75.64 74.68

performance indicators :

_ Rate of return on equity (%) 12.27 12.42 12.73 11.90 12.24

Consolidated Balance Sheet P.49
Price-earnings ratio (Times) 11.69 13.62 14.54 13.63 20.64

Consolidated Statement of Income P.51

— ) Net cash provided by -
. Consolidated Statement of P51 operating activities (Millions of yen) 24,024 20,211 19,864 27,837 30,726
. Comprehensive Income :

Consolidated Statement of Net cash provided by (used .

Changes in Net Assets P.52 in) investing activities (Milions of yen) (5.831) (4.881) (5.540) (4.838) 1.894

Consolidated Statement of Cash -

Flows Netcash usedinfinancing — ione ofyer)  (7.512) (8490)  (10814)  (11.287) (8,042)
activities
Cash and cash equivalents  (Millions of yen) 29,215 36,465 39,357 50,684 76,596
Number of employees (Number of persons) 3,712 3,721 3,725 3,718 3,755

(Note 1) Consumption taxes and other are not included in net sales.

2) Diluted net income per share for the period has also been omitted because there was no potentially dilutive common shares.

3) The Company conducted a consolidation of common stock at the ratio of 2 shares to 1 share effective October 1, 2017. Profit per share and net
assets per share are calculated based on the assumption that the consolidation was implemented at the beginning of the 94th term.

4) The Company has adopted “Partial Amendments to Accounting Standard for Tax Effect Accounting” (ASBJ Statement No. 28, February 16, 2018)
from the beginning of the 96th term. Figures regarding the business performance indicators for the 95th term have been adjusted based on the
retrospective adoption of the above standards.

5) The Company has introduced the Board Benefit Trust (BBT) on the 97th fiscal year. In the calculation of the Profit per share and net assets per share,

The Company'’s shares held by the Board Benefit Trust (BBT) are included in treasury shares subject to exclusion.
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Consolidated Balance Sheet

(Millions of yen) (Millions of yen)
As of March 31, 2020 As of March 31, 2021 As of March 31, 2020 As of March 31, 2021

Assets Liabilities

Current assets

Current liabilities

Cash and deposits 51,849 78,669
Notes and accounts receivable - trade 38,625 39,529
Electronically recorded monetary claims - operating 2,467 2,441
Merchandise and finished goods 21,261 18,860
Work in process 3,299 2,898
Raw materials and supplies 10,353 10,568
Other 2,446 2,415
Allowance for doubtful accounts (188) (205)
Total current assets 130,115 155,176
Non-current assets
Property, plant and equipment
Buildings and structures 72,238 73,842
Accumulated depreciation (48,349) (49,891)
Buildings and structures, net 23,888 23,951
Machinery, equipment and vehicles 101,477 103,485
Accumulated depreciation (89,727) (91,163)
Machinery, equipment and vehicles, net 11,750 12,322
Land 20,332 20,327
Leased assets 425 426
Accumulated depreciation (146) (186)
Leased assets, net 279 239
Construction in progress 1,117 3,291
Other 15,316 15,759
Accumulated depreciation (13,426) (13,679)
Other, net 1,889 2,080
Total property, plant and equipment 59,258 62,212
Intangible assets
Other 1,050 989
Total intangible assets 1,050 989
Investments and other assets
Investment securities 40,868 47,744
Long-term loans receivable 2 5
Deferred tax assets 1,012 918
Retirement benefit asset 1,153 2,856
Other 1,846 1,688
Allowance for doubtful accounts (59) (54)
Total investments and other assets 44,823 53,158
Total non-current assets 105,132 116,360
Total assets 235,248 271,536

Notes and accounts payable - trade 14,998 17,129
Electronically recorded obligations - operating 852 798
Short-term borrowings 1,353 1,570
Current portion of long-term borrowings 0 5,000
Lease obligations 161 157
Accrued expenses 1,696 1,487
Income taxes payable 4,067 6,311
Deposits received 4,045 3,801
Provision for bonuses 3,227 3,391
Asset retirement obligations 156 156
Other 5,555 8,553
Total current liabilities 36,114 48,360
Non-current liabilities
Long-term borrowings 8,059 3,053
Lease obligations 289 164
Deferred tax liabilities 6,629 10,625
Provision for officers’ retirement benefits 106 83
Provision for retirement benefits for directors (and other officers) 0 0
Retirement benefit liability 4,841 4,923
Asset retirement obligations 34 399
Other 454 411
Total non-current liabilities 20,417 19,659
Total liabilities 56,532 68,020
Net assets
Shareholders’ equity
Share capital 17,742 17,742
Capital surplus 15,115 15,115
Retained earnings 136,643 154,793
Treasury shares (6,333) (7,984)
Total shareholders’ equity 163,167 179,666
Accumulated other comprehensive income
Valuation difference on available-for-sale securities 16,933 24,039
Foreign currency translation adjustment (883) (967)
Remeasurements of defined benefit plans (1,280) 49
Total accumulated other comprehensive income 14,768 23,121
Non-controlling interests 780 727
Total net assets 178,716 203,516
Total liabilities and net assets 235,248 271,536
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Consolidated Statement of Income Consolidated Statement of Changes in Net Assets (For the Year Ended March 31, 2020)

(Millions of yen)

(Millions of yen)

Fiscal year ended Fiscal year ended Shareholders’ equity :
March 31, 2020 Mok Share capital Capital surplus Retained earnings Treasury shares fotal SZZEE/OMHS
Net sales 180,917 172,645
Cost of sales 122313 115.259 Balance at beginning of period 17,742 15,115 122,657 (2,145) 153,369
Gross profit 58,604 57,385 Changes during period
Selling, general and administrative expenses 31,730 30,783 —
Opergtingg o & e84 26.602 Dividends of surplus (7.154) (7.154)
Non-operating income Profit attributable to
Interest income 96 83 owners of parent 21,140 21,140
Dividend income 1,561 1,108
Rental income from real estate 253 267 Purchase of treasury shares (4.188) (4.188)
Foreign exchange gains — 237 Disposal of treasury shares —
Other 800 1,044 -
Total non-operating income 2,712 2,741 Changfa |nlscope of _
Non-operating expenses consolidation
Interest expenses _ . 69 61 Change in ownership
Expenses for conditional assignment 31 28 interest of parent due to
Rental expenses on real estate 78 80 orpare 0 0
Expenses for disposal of fixed assets 133 183 transactions with non-
Foreign exchange losses 221 — controlling interests
Other . 220 118 Net changes in items other
Total non-operating expenses 755 472 i ,
Ordinary profit 28,830 28,870 than shareholders’ equity
Extraordinary income Total changes during period — 0 13,985 (4,188) 9,797
i f - t t
Sain on 5210 O NN CUrTEnt aseets 2 =g Balance at end of period 17.742 15,115 136,643 6.333) 163,167
Insurance claim income 371 —
Total extraordinary income 2,423 5,420
Extraordinary losses
Loss on sale of non-current assets 5 4 (Millions of yen)
Impairment losses 449 45 Accumulated other comprehensive income
IEOSS on dls.aSter ; %;g ?; Valuation difference | Foreign currency | Remeasurements | Total accumulated | Non-controlling Total net
ngz 22 :Ztllgeg??:\fec;tr%%?};o:égir;ittizzsets bE 32 on available-for-sale translation of defined benefit | other comprehensive interests assets
Loss on valuation of investment securities — 12 seaurities E e DES neome
Loss on withdrawal from business 87 — Balance at beginning of period 25,224 (423) (675) 24,125 790 178,285
Office relocation expenses 108 — Ch duri iod
Settlement package — 48 anges ouring perio
Other 3 — Dividends of surplus (7,154)
Total extraordinary losses 1,015 181 Profit attributable to owners
Profit before income taxes 30,238 34,109 ; ; 21,140
Income taxes - current 8,949 10,598 ot paren
Income taxes - deferred 116 195 Purchase of treasury shares (4,188)
;c:;?iltlncome taxes 2???; ;g;?g Disposal of treasury shares —
Profit attributable to non-controlling interests 32 13 Change in scope of -
Profit attributable to owners of parent 21,140 23,302 consolidation
Change in ownership
Consolidated Statement of Comprehensive Income interest of parent due to 0
transactions with non-
(Millions of yen) controlling interests
) . Net ch in it th
Fiscal year ended Fiscal year ended etchanges int eyms ol er (8,291) (460) (604) (9,357) (10) (9,367)
March 31, 2020 March 31, 2021 than shareholders’ equity
Profit 51172 23315 Total changes during period (8,291) (460) (604) (9,357) (10) 430
Other comprehensive income Balance at end of period 16,933 (883) (1,280) 14,768 780 178,716
Valuation difference on available-for-sale securities (8,294) 7,112
Foreign currency translation adjustment (463) (150)
Remeasurements of defined benefit plans, net of tax (604) 1,329
Total other comprehensive income (9,362) 8,291
Comprehensive income 11,810 31,606
Comprehensive income attributable to
Owners of parent 11,783 31,655
Non-controlling interests 27 (48)
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Consolidated Statement of Changes in Net Assets (For the Year Ended March 31, 2021)

(Millions of yen)

Shareholders’ equity

Share capital Capital surplus Retained earnings Treasury shares fotal SZZL(T;dderS’

Balance at beginning of period 17,742 15,115 136,643 (6,333) 163,167
Changes during period

Dividends of surplus (6,486) (6,486)

Purchase of treasury shares (1,655) (1,655)

Disposal of treasury shares 4 4

Changle inlscope of 1,334 1,334

consolidation

Change in ownership

interest of parent due to 0 0

transactions with non-

controlling interests

Net changes in items other

than shareholders’ equity
Total changes during period — 0 18,150 (1,650) 16,499
Balance at end of period 17.742 15,115 154,793 (7,984) 179,666

(Millions of yen)

Accumulated other comprehensive income

Valuation difference | Foreign currency | Remeasurements | Total accumulated | Non-controlling Total net
on available-for-sale translation of defined benefit | other comprehensive interests assets
securities adjustment plans income
Balance at beginning of period 16,933 (883) (1,280) 14,768 780 178,716
Changes during period
Dividends of surplus (6,486)
Profit attributable to
rofit attributable 23.302
owners of parent
Purchase of treasury shares (1,655)
Disposal of treasury shares 4
Ch i f
angg |nlscope o) 1,334
consolidation
Change in ownership
interest of parent due to 0
transactions with non-
controlling interests
Net changes in items other
d , ) 7,106 (83) 1,330 8,352 (52) 8,300
than shareholders’ equity
Total changes during period 7,106 (83) 1,330 8,352 (52) 24,799
Balance at end of period 24,039 (967) 49 23,121 727 203,516
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Our Aims

Consolidated Statement of Cash Flows

Corporate Governance

Fiscal year ended

March 31, 2020

Cash flows from operating activities

Financial Data/Corporate Information

(Millions of yen)

Fiscal year ended

March 31, 2021

Profit before income taxes 30,238 34,109
Depreciation 5,304 51558
Impairment losses 449 45
Increase (decrease) in retirement benefit liability 93 (0)
Interest and dividend income (1,657) (1,191)
Interest expenses 69 61
Gain on sale of non-current assets (52) (6)
Gain on valuation of investment securities — 12
Gain on sale of investment securities (1,972) (5,376)
Insurance claim income (371) —
Loss on disaster 216 —
Loss on withdrawal from business 87 —
Relocation expenses 108 —
Decrease (increase) in trade receivables 6,767 (561)
Decrease in inventories 1,114 2,742
Increase (decrease) in trade payables (4,818) 1,656
Other, net 132 832
Subtotal 35,709 37.876
Interest and dividends received 1,658 1,192
Interest paid (69) 61)
Income taxes paid (9,584) (8,335)
Payments of relocation expenses (65) —
Proceeds from insurance income 371 54
Payments associated with disaster loss (182) —
Net cash provided by operating activities 27,837 30,726
Cash flows from investing activities
Purchase of investment securities (32) (27)
Proceeds from sale of investment securities 2,678 8,837
Purchase of property, plant and equipment and intangible assets (7,711) (5,982)
Proceeds from sale of property, plant and equipment and intangible assets 98 11
Net decrease (increase) in short-term loans receivable (59) 149
Long-term loan advances (2) (8)
Proceeds from collection of long-term loans receivable 2 3
Other, net 188 (1,090)
Net cash provided by (used in) investing activities (4,838) 1,894
Cash flows from financing activities
Net increase in short-term borrowings 231 247
Repayments of long-term borrowings (0) (0)
Purchase of treasury shares (4,188) (1,655)
Purchase of treasury shares of subsidiaries (31 (1)
Repayments of finance lease obligations (165) (166)
Dividends paid (7,130) (6,465)
Dividends paid to non-controlling interests (2) (2)
Net cash used in financing activities (11,287) (8,042)
Effect of exchange rate change on cash and cash equivalents (383) (40)
Net increase in cash and cash equivalents 11,327 24,537
Cash and cash equivalents at beginning of period 39,357 50,684
Increase in cash and cash equivalents resulting from inclusion of subsidiaries in consolidation — 1,374
Cash and cash equivalents at end of period 50,684 76,596
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Corporate Information

Corporate Profile (As of March 31, 2021)

©® Name NOF CORPORATION
©® Head Office

® Established June 1, 1937

® Incorporated July 1, 1949

® Capital ¥17,742 million

©® Employees 1,715 (consolidated: 3,755)

® Consolidated subsidiary 25 subsidiaries

® Accounting Auditor Ernst & Young ShinNihon LLC

Stock Information (as of March 31, 2021)

® Listed Stock Exchange
® Securities Code 4403

® Total Number of Shares Authorized 347,000,000
® Total Number of Shares Issued 82,869,274
® Number of Shareholders 12,545

® Status of Major Shareholders

20-3 Ebisu 4-chome, Shibuya-ku, Tokyo, Japan

Tokyo Stock Exchange, First Section

Name / Company Name

Number of Shares Owned

Percentage (%)

The Master Trust Bank of Japan, Ltd. (Trust account) 9,984 12.04
Custody Bank of Japan, Ltd. (Trust Account) 4,575 5.52

Custody Bank of Japan, Ltd. (Trust Account 9) 3,145 3.79
Meiji Yasuda Life Insurance Company 3,128 3.77

Mizuho Bank, Ltd. 2,889 3.48
NOF Shineikai 1,937 2.33
THE CHASE MANHATTAN BANK 385036 1,749 2.1

MSCO CUSTOMER SECURITIES 1,453 1.75
NOF Kyoeikai 1,354 1.63
The Nomura Trust and Banking Co., Ltd. (Trust account) 1,202 1.45

Notes: 1. The number of shares is rounded down to the nearest thousand shares.
2. Percentage of ownership excludes 1,972,102 shares of treasury stock.
3. Percentage of ownership is rounded down to the second decimal place.

® Distribution of shares Treasury stock
by type of shareholder 2.339,

Individuals and others

0.67%

Securities companies

Our Aims Corporate Governance

Editorial Policy

To demonstrate the sustainable growth of the NOF Group to our broad range of stakeholders, this report mainly
focuses on management strategies, business overview, financial information, and non-financial information (E:

Environmental, S: Social, G: Governance), among other matters. Information that is not included in this report will

be published on our website as the ESG DATA BOOK, which complements the information in this report.
We regard this report as a tool for dialogue with our stakeholders and will strive to enrich the content.

Reporting Period
Fiscal 2020 (From April 1, 2020 to March 31, 2021)

*Activities or information before or after the reporting period have also been included if considered necessary for deepening readers’ understanding.

Published
September 2021
The next report is scheduled to be published in September 2022 (the previous report was published in October 2019)

Scope of the Report
The Report covers the entire NOF Group.
If it is necessary to specify the scope of coverage, the following terms are used.
The term “NOF Group” is used to refer to the whole Group.
The term “NOF” is used to refer to NOF CORPORATION alone.

Guidelines Referenced
ISO26000: 2010 Guidance on Social Responsibility, Japanese Standards Association
GRI Sustainability Reporting Guidelines Standard

Financial Data/Corporate Information

Disclaimer
This Report contains forward-looking statements based on management plans and expectations at the time of publication, as well as past and present
facts regarding the NOF Group. These forward-looking statements comprise assumptions and judgments based on currently available information, and
thus the actual events and outcome of future business activities may differ from those predicted due to changes in various conditions.

For more information

NOF website
www.nof.co.jp/

CSR Information
www.nof.co.jp/csr/policy.html

Investor Information
www.nof.co.jp/ir/index.html

Corporate Governance Report
www.nof.co.jp/ir/governancereport.html

Annual Securities Report
www.nof.co.jp/ir/library.html

14.65% Financial institutions
N 42 5759 ESG DATA BOOK
Other domestic firms www.nof.co.jp/csr/download.html
15.56% Please see the ESG DATA BOOK for the GRI Standards Content Index.
Foreigners Naruhodo NOF!
24999, www.nof.co.jp/about/index.html
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3 NOF CORPORATION

Head Office: Yebisu Garden Place Tower, 20-3 Ebisu 4-chome, Shibuya-ku,
Tokyo, 150-6019, Japan
Website: https://www.nof.co.jp/english

® |nquiries: Corporate Planning & Strategy Department

Tel: +81-3-5424-6626, Fax: +81-3-5424-6804

E-mail: g_rce@nof.co.jp
* Our corporate name and marks are registered trademarks of NOF
CORPORATION in Japan and several other countries.
* The product names which are marked “®” in this Report are registered
trademarks of NOF CORPORATION in Japan except for those with notices.
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