Message from the President

We will focus our management resources on the
three growth areas of electronics, healthcare, and
the environment, and build a sustainable
business portfolio that captures the structural
changes in industrial society

Japan’s chemical industry is now facing a historic turning point. Intensifying global competition due
to the rise of emerging Chinese manufacturers, the direction of US trade policy, and growing
geopolitical risks in Ukraine and the Middle East. Amid an ever-uncertain business environment,
Tokuyama has entered the final fiscal year of Medium-Term Management Plan 2025. Many
management issues require faster responses to ensure sustainable growth in the future, these
include reforming our organizational culture and transforming our business portfolio. As President
and Executive Officer, Hiroshi Yokota will introduce the Tokuyama Group’s current and future vision

and medium- to long-term growth strategy.
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Representative Director, President and Executive Officer
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Foster organizational culture change — Develop human resources with
high aspirations and a sense of mission

It has been more than 10 years since | became Tokuyama’s
President and Executive Officer in March 2015. | have
always tried to manage the Group with ambition and
enthusiasm. Setting and steadily achieving lofty goals
requires, above all else, a strong sense of mission and the
drive to overcome diverse challenges. This applies to
members of the management team and employees alike. |
made reforming our organizational culture a central
management theme to motivate every employee and
restore the pioneering spirit Tokuyama was founded on; a
spirit it gradually lost. | knew that if all employees shared
Tokuyama’s purpose and values and worked hard to
embody them, the Company would definitely start moving
forward. Though we are still working on transforming our
organizational culture, we are successfully reviving the
customer-focused, positive attitude that has always been a
trademark of Tokuyama employees.

Let me explain why | consider restructuring our
organizational culture to be one of our most important
management challenges. Reforms of manufacturing
companies tend to focus on developing innovative
technologies and products not directly related to their core
businesses, creating new businesses, and generating
dramatic business growth; activities that are not directly
connected to one another. Certainly, such non-connected
efforts are the driving force behind remarkable corporate
growth, but we must not forget that there are also hidden
treasures in continuity we sometimes miss. We tend to
believe that we have done all we can with our existing

Tokuyama Group’s Human Capital Management

businesses, but there is always room to improve and
become more competitive so long as we refuse to be
satisfied with things as they are in pursuit of the ideal.
Furthermore, since most new cutting-edge products are
created by combining existing technologies, it is extremely
important to have a deep knowledge of current
technologies. We believe that retaining our curiosity about
new technologies and trends in society, industry, and
customers, and proactively building external networks and
seizing opportunities will help foster reforms to our
organizational culture. We must remain curious about
economic, industrial, and social trends, as well as changes
among client companies, and all employees must utilize
their personal networks outside the Company to acquire
new knowledge.

Companies seek to develop and use human resources
through multi-layered education and training systems and
rational HR systems, but workplace atmosphere and
culture, and the presence of superiors and senior
colleagues who serve as role models, are what keep
employees curious and motivated. From research and
development to marketing, though job duties and
responsibilities may differ, the only way companies can
create innovation is to gain new insights from daily work
and encounters with people, nurture those insights, and
then apply them to their work. | believe that efforts to create
such an environment are what constitute a change in
organizational culture.

Overcome a declining population with diverse individuality and original ideas

Tokuyama Group’s ability to continue growing sustainably in
the future depends entirely on our human resources. How
can we recruit, develop, and utilize talented people with
high aspirations and a positive attitude? This is an extremely
important factor that will determine whether we rise or fall.
The number of births in Japan in 2024 is expected to be
approximately 680,000. The number of births during the
baby boomer generation, which supported Japan'’s high
economic growth, was approximately 2.09 million per year,
meaning the birth rate has fallen by about two thirds.
Meanwhile, the manufacturing sector (secondary industry)

employs approximately 25% of the total workforce in
Japan, of which the chemical industry accounts for only
10%. With so many socially alluring employment options
available, at such places as trading companies and banks,
the only way to get talented young people to choose
Tokuyama within the chemical industry is for us to
completely reform our organizational culture so that we
become a more attractive place to work.

Japan’s chemical industry is facing fierce global
competition. Technological capabilities are improving
rapidly, especially in China and Taiwan, where many
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Message from the President

researchers are hard at work every day developing new
technologies and products. Laboratories in these regions
routinely operate day and night. Japanese chemical
companies that promote work style reforms can only
compete on equal terms with emerging Asian
manufacturers with their quantitative advantages in labor
availability and time, by developing, and making valuable
assets of, developers and engineers who have an

Progress Status of Medium-Term Management Plan

unwavering passion for their work. These workers must
also be able to do high-level work with high intensity and
speed. To create new solutions that will support Tokuyama
in the future, we will nurture the diverse individuality and
original ideas of the researchers we will rely on to create
these solutions. Tokuyama’s enduring theme is to be a
corporate group that puts people at the center of
everything, and this is my greatest mission as its president.

Medium-Term Management Plan 2025: a mix of results and challenges -
Steady progress in changing executive and general manager mindsets

We are implementing the final stage of Tokuyama Group
Medium-Term Management Plan 2025. Though it will be
difficult to achieve the targets forecast for the fiscal year
ending March 2026 as our assumptions have changed
significantly since we formulated Medium-Term
Management Plan 2025, we anticipate record-high net
sales and operating profit. One thing | want to highlight in
particular that has resulted from our efforts so far is the
significant change in the attitude of senior executive class
employees, such as directors and department heads,
toward management and the business. Tokuyama is an
historic company founded in 1918, and so has a deeply
conservative, precedent-based mindset that has led it to
run its business by letting things take their natural course.
We formulated a medium-term management plan early on,
but it was obvious that our executives and managers
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lacked the strong will to achieve the goals it laid out. We
cannot achieve our medium- to long-term goals by simply
adding up the figures submitted by the manufacturing and
sales departments and calculating sales and profits. The
true purpose of a medium-term management plan is to set
qualitative and quantitative targets to aim for and then
consider what needs to be done to achieve them. Since |
became president, | have asked the Group’s management
to be thoroughly committed to figures, and to devise, and
steadily implement, effective strategies for achieving
targets. | believe that this will transform Tokuyama. These
efforts have created a culture among senior executive class
employees that encourages independent thinking about
management and business, fostering a more positive
attitude toward work, which | believe is a major
achievement over the past few years.
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Meanwhile, though steady progress has been made on
transforming our business portfolio, which is the most
important theme of our medium-term management plan,
our work is not finished. The percentage of consolidated
net sales from growth businesses in FY2024 is expected to
be approximately 43% (Others Segment excluded), so
management needs to try harder if we are to achieve our
50% target. We are slightly behind in our efforts to
transform our business portfolio because we have not
made as much progress in developing new technologies
and products in the growth areas of electronics, healthcare,
and the environment as we planned. There is a lack of
energy for commercializing and monetizing businesses by

Progress of Growth
Strategy

Sustainable Growth

Management Corporate Data

learning what solutions customers really want and then
providing those solutions when customers want them.

To achieve this, persons in charge of development or
marketing must demonstrate strong leadership, clearly
define winning strategies, and respond in a timely manner.
To that end, we established a structure from FY2025 that
enables the Corporate Planning Division to coordinate more
readily with the New Business Division, and put a system in
place that allows new teams to vigorously advance
development for commercialization. We will use these
efforts to maximize customer satisfaction and further
increase our presence in growth areas.

Basic Policies for FY2025 and Direction for the Next Medium-Term Management Plan

The keys to beating competition from emerging companies are
overwhelming specifications and cost competitiveness

In FY2025, the final fiscal year of the current Medium-Term
Management Plan 2025, we intend to devote all our efforts
to achieving our targets. Most people would consider the
goals themselves to be challenging; 400 billion yen in sales,
operating profit of 45 billion yen, a sales growth rate
(CAGR) for growth businesses of 10% or more, and an
ROE of 11% are not figures that can be easily achieved.
However, setting high goals and working toward them with
the collective strength of the Group will provide employees
with invaluable experience, which will surely become a
valuable asset for Tokuyama. In FY2025, we will continue
using the three driving forces of electronics, healthcare, and
the environment to accelerate business portfolio
transformation and ensure a firmer growth trajectory for the
Group by quickly commercializing new technologies and
products. Considering the trade policies of the United
States and the rise of Chinese manufacturers, Tokuyama
can only achieve sustainable growth by acquiring
overwhelming advantages over our competitors for the next
five years. In FY2025, we will complete Medium-Term
Management Plan 2025 and establish a foundation for
gaining a strong lead in the market. In April 2025, we
decided to acquire JSR Inc.’s in vitro diagnostic
pharmaceuticals and in vitro diagnostic pharmaceutical
materials businesses. We believe that this business will play
an important role in transforming our business portfolio and
will also generate significant synergies with our existing
businesses. We will pursue business development with a
sense of urgency while striving for mutual harmony.
Becoming more cost competitive will also be an
important management issue for our next medium-term
management plan. Building overwhelming quality capabilities

and cost competitiveness is essential to competing with
Chinese manufacturers. In the past, Japanese manufacturers
were able to offer a wide range of materials and products in
the Chinese market. However, local manufacturers have
grown rapidly and become stronger with support from the
Chinese government. As | mentioned earlier, they are
focusing on research and development, and are now able
to produce products that are comparable to those made in
Japan. To compete with Chinese companies in the global
market, Japanese companies must create technologies
and products that provide added value that only they can
offer, and sell them at competitive prices. We must achieve
complex and advanced manufacturing to produce
specifications, quality control, and manufacturing
processes that emerging manufacturers cannot match. The
next medium-term management plan will be a crucial test
of Tokuyama’s true worth.

There is no doubt that the outstanding research and
development capabilities and steady marketing power we
have cultivated over many years are the driving forces
behind successfully completing Medium-Term Management
Plan 2025 and continuing to lead the industry in the next
stage. In recent years, the term “work-life balance” has
become widely touted in Japanese corporate society, but |
believe there is nothing wrong with choosing to make a
certain period in your life one in which you dedicate your
energies to the work in front of you, be it research and
development or marketing. Of course, this does not mean
forcing employees to work excessively. | encourage our
people to engage in the wonderful work of R&D and
marketing responsibly with an equivalent sense of mission,
passion, and spirit.
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Message from the President

We will devote all our energy to creating new
technologies and products that meet the potential needs of
our customers, and then quickly commercialize and
monetize them. We will invest profits gained from this in the

Tokuyama DX and Global Expansion

next development stage, thereby boosting all of our growth
businesses. Establishing this cycle will ensure that
Tokuyama will continue to grow into the future as a
corporate group with research and development at its core.

Aiming to become a global company with
an overseas net sales ratio of at least 50%

Along with transforming our organizational culture and
strengthening research and development, two
management issues we have focused on during Medium-
Term Management Plan 2025 are promoting digital
transformation (DX) and accelerating global expansion.

With regard to DX, we are using digital technology to
streamline operations and free up human resources, while
also making full use of Al to speed up development,
achieve the ultimate in stable production, ensure proper
maintenance, and streamline the supply chain. DX is more
than simply going paperless or promoting digital tools. The
original purpose of DX is to have all employees share and
utilize the digital data accumulated within the Group to
transform management and business. In that sense,
promoting DX forms the core of our medium-term
management plan and embodies our management
strategy. We will continue to promote digital transformation
efforts in a wide range of fields, with a focus on production
technology, and strive to further enhance our business
promotion system.

Regarding our international expansion, we have
expanded internationally and now have manufacturing and
sales bases, and conduct business, in 10 countries and
regions around the world, mainly in Asia. We have been
working to deepen and explore global markets and

establish overseas bases, with the goal of increasing the
overseas share of consolidated net sales to 50% by
FY2030. The overseas share of consolidated net sales was
27% in FY2024, up 1% over the previous fiscal year. The
main markets for the electronics, healthcare and
environment businesses, which our Group regards as
growth areas, are in overseas countries and regions such
as Asia, Europe, and the United States, and thus we have
entered an era where we cannot establish businesses by
focusing on domestic markets alone. Tokuyama also offers
several unique and competitive global products, including
high-purity aluminum nitride (AIN) powder, for which we
hold the world’s top market share, and our activities with
respect to those products are attracting a great deal of
attention from investors and industry participants around
the world. We will continue to strengthen our customer and
sales bases through flexible marketing activities tailored to
the market characteristics of each country and region. We
also plan to expand our global business promotion
structure further by recruiting local management staff
familiar with local market trends and business practices and
promoting them to executive positions, and by nurturing
young Japanese staff who can play an active role on the
world stage.

Contribute to Mitigating Global Warming, Practice Socially Responsible Management

Linking 10 material issues with KPIs to contribute to
environmental and social sustainability

The essence of CSR (Corporate Social Responsibility) and
ESG (Environment, Society, and Governance) is to provide
our company’s unique value to various stakeholders
including our customers, and in that sense, it is no
exaggeration to say that they, themselves, are our core
business. For example, reducing GHG emissions through
fuel conversion and process improvements, developing and
rolling out new products that contribute to energy
conservation at client companies by using unique
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technologies such as electrolysis, and promoting
decarbonization efforts through regional collaboration that
we have established ahead of the rest of Japan are all
efforts that provide new value to industrial society and at
the same time are inherent business activities of private
companies that lead to customer satisfaction. It is also
essential for companies to respect human rights through
their business activities and to increase the potential of the
human resources that support them in order to survive. If a
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company only pursues sales and profits while ignoring
harmony with the environment and social benefits, it will not
be able to gain the understanding of its stakeholders, and
will not co-exist with society.

Tokuyama identified 10 material issues in 2021 and has
been working on them as a group, linking them to its Key
Performance Indicators (KPIs). Contributing to the
sustainability of the industrial society in which the Tokuyama
Group operates and the natural environment in which it
resides will make Tokuyama itself more sustainable.
Additionally, actively inviting external directors to serve on
the Board of Directors will make governance more effective
and transparent, which is the most effective way to convey
to shareholders, investors, and other stakeholders that the
Group is being run in a sound and fair manner.

Tokuyama also contributes to the local community of
Shunan City, Yamaguchi Prefecture, where the Company
was founded, and is promoting the Shunan Carbon Neutral
Industrial Complex Initiative in collaboration with Shunan
City, the Society of Chemical Engineers, Japan, and
industrial complex companies in order to disseminate new
ideas for the chemical industry to society at large. This
initiative, in which local companies and the local community
work together to advance decarbonization efforts,
resonates with Tokuyama’s management philosophy and its
sentiment toward Shunan City. Going forward, the Group

A Message for Our Stakeholders

Progress of Growth
Strategy Management

Sustainable Growth
Corporate Data

will continue to undertake a variety of initiatives at its
domestic and overseas production and sales bases,
including employment, contributions to local economies,
support for cultural activities, and preservation of the local
environment, in order to remain a corporate group that lives
in harmony with the environment and moves hand in hand
with local communities.

Bringing together the collective strengths of Group employees
to create Tokuyama'’s future

We believe that the source of Tokuyama’s competitiveness
is our technological development capabilities. We are a
materials manufacturer, so most people may not be aware
that many of the products our Group develops and
provides include chemicals, cement, electronics, life
sciences, and environment-related products that drive
industrial development and fundamentally support people’s
lives. Tokuyama'’s growth strategy involves leveraging the
technological development capabilities we have cultivated
over our long 100+ year history to focus our development
resources in the growth areas of electronics, healthcare,
and the environment, and establish a next-generation
business portfolio that will enable us to quickly respond to
environmental changes. This basic policy will remain
unchanged in the next medium-term management plan,
which begins in FY2026. Going forward, the Group will
continue to leverage its unique technology and diverse
human capital as sources of competitive advantage to
meet the challenges of resolving various social issues,
pursuing sustainable long-term growth, and maximizing

corporate value. At the same time, as a global value-
creating company, we will help achieve an economically
sustainable society.

Finally, let me share my thoughts on engaging with
stakeholders. Since our founding in 1918, the Tokuyama
Group has grown steadily thanks to the support of our
shareholders, investors, customers, business partners,
employees, and local communities, and we have applied
the insights gained from dialogue with these stakeholders
to our management and business operations. My
responsibility as the person in charge of the Tokuyama
Group is to provide our stakeholders with value only
Tokuyama can provide, and to practice sound and fair
management that meets their expectations. The business
environment surrounding the Group remains uncertain, but
we are determined to merge the collective strengths of all
Group employees to create Tokuyama’s future. We
sincerely hope that all our stakeholders will continue to give
us their understanding and support.
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Value Creation Process

The Tokuyama Group is contributing to resolving social issues
through business operations and to creating a sustainable future,

in line with our Mission. These steps are highlighted in the Value

Creation Process.
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Stable financial base

* Total assets: ¥476.2 billion

* Net assets: ¥273.8 billion

« Interest-bearing debt: ¥110.6 billion
* Equity ratio: 54.9%

* Rating: A - Rl Issuer Rating

Regionally oriented manufacturing base

* A base that can respond quickly to the needs of
the semiconductor market

* Number of production plants:
28 in Japan, 8 overseas

* Capital expenditures: ¥24.6 billion

» DX investment: ¥4.2 billion (FY2021 to FY2024)

Technologies and manufacturing processes
developed over more than a century
A system that links marketing with R&D
» R&D expenses: ¥16.0 billion
* Number of patents held: 3,080
* Number of R&D bases:
3 bases in Japan, 1 base overseas
¢ Tokuyama Challenge Activities*:
232 activities, 2,300 participants
* An initiative in which employees independently and voluntarily take

on the challenge of creating value beyond the boundaries of their
jobs and organizations, cumulative total from FY2015 to FY2024

Human resources with a common sense of values
* Consolidated employees: 5,782

« Training expenses (total amount): ¥0.22 billion

* Next Business Leader (NBL) training system

A network of customers and business partners
that we have cultivated
* Number of countries and regions with sales’:
45 countries
* Many collaborative research achievements
* Cooperation with government and in the Shunan

Industrial Complex
* Non-consolidated data

Harmony with the Environment

* Environmental investment: ¥28.9 billion
(planned for the three years from FY2025)

e Energy input: 51,700 TJ

* Water resources input’: 42,100,000 m?

 Recycled waste: 340,000 tonnes

* Excluding seawater used for cooling

To create a bright future in
harmony with the environment,
in collaboration with customers,
based on chemistry

Toward Tokuyama'’s

Business Model

Tokuyama’s
Strengths

our Vision
Unique
technology/
the

manufagtu fing organizational
processes culture

Restructure

Strengthen
R&D
Advan

expl
imp

Promote DX

Accelerate
Thorough global
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recycling
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L& 0 @ e
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. . Progress of Growth Sustainable Growth
Tokuyama Value Creation Value Creation Strategy 9 Corporate Data
Strategy Management
Vision Values

* Be a value-creative company that places first priority on R&D and marketing * Commitment to customer satisfaction as a profit source
* Be a company that never stops challenging new domains while refining and * A broader, loftier perspective

exploiting its unique strengths « Employees who consistently surpass their predecessors
* Be a company with healthy employees who have healthy families and take « Integrity, perseverance, a playful spirit and boldness

pride in their work at their company
* Be a company that fosters bonds with people in communities and societies

worldwide

Sustainable Growth
Outputs Outcomes

G'.‘OWth Customers
businesses - .
Supply products and services required

throughout society

* Maintain performance of advanced electronic
equipment and energy savings

* Improve quality of life with better health and

Research ang Electronic preventive care

development capab & Adval:‘ced * Net sales: ¥343.0 b||||on
Marketing strength Materials « Operating profit: ¥29.9 billion

Traditional busine Create new value through collaboration

* Revision of basic procurement policy and
sustainable procurement guidelines
% * Supplier evaluation (targeting suppliers with
transaction amounts over ¥100 million, confirmed

Chemicals that all responding suppliers are low risk):
. . - 0,
cé unique teChnOIOQIes’ * Non-consolidated data Response rate: 95.6%

rove productivity, and i

rove productivity, and : Life IMRIOVEES

expand overseas Science Prowdg a fulffilling, fn.endly working environment

* Transition to “Pay for job” system'

* Promoting business efficiency through DX activities

* Selected as a KENKO Investm_ent for Hea_lth:
Selected for the third year in a row

* Rate of male employees taking childcare leave 57.3%
1. Non-consolidated data
2. Data for domestic Group companies

Shareholders and Investors

Utilization of hum Increase corporate value through growth
capital and dividends

* Profit attributable to owners of parent:

Eco Business ¥23.3 billion

» Total Shareholder Return (TSR): 152.0%

* Engagements with institutional investors: 245

* ROIC: 6.2%

Communities and Society

Contributions to corporate citizenship
activities
» Amount subsidized by Tokuyama Science Foundation’:

Governance ¥1.35 billion

- s  Corporate citizen activity expenses: ¥0.13 billion
Respond to various expeCtatlons’ requeSts * Cumulative amount for the period from FY1988 to FY2024
and demands from stakeholders, and

constantly strive to improve m

Reduction of environmental impact
* GHG emissions (Scope 1 and 2) reduction rate

(compared with FY2019): 18.7%
* GHG emissions (Scope 3) reduction rate
an Planet Earth (compared with FY2022): 6.2%
* Water usage reduction rate’ 0
and shrinkage, Growing environmental consciousness, {eempzaied voiin PYEOE): 12.2%
» Effective waste utilization rate: 89.4%

consciousness environmental regulatory tightening

* Excluding seawater used for cooling

challenges
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Tokuyama’s Strengths Supporting Value Creation

Since the Company was founded in 1918 with the purpose of the domestic production of soda ash, it has grown as
a comprehensive chemical manufacturer through the in-house development of a variety of technologies. Today, we
are leveraging our unique technologies to develop a wide range of products in order to transform our business
portfolio to growth business such as Electronic & Advanced Materials, Life Science, and Eco Business. We are
working to build an efficient production system at our Kashima Factory, and have introduced automated equipment
there that makes full use of digital technology. We are also committed to thoroughly reusing by-products and waste
materials through the use of a cement facility at our Tokuyama Factory.

Contributing to the future vision of growing businesses through technological capabilities
by utilizing and developing unique technologies

In addition to our original business of
inorganic chemistry, we have
developed unigue technologies in
analytical chemistry and organic
chemistry, and we possess many
unique technologies that support our
competitive advantage.

For example, we have strengths
in control technologies such as
particle size control and surface treatment for powder
products, such as silica and aluminum nitride. We aim to
launch a wide range of new products by precisely responding
to new needs in the electronics field, such as high filling
density in heat dissipating resins and high-performance
composite materials. In addition, we have established
expertise in sintering our internally produced aluminum nitride
powder into ceramic substrates, and this sintering technology
is now well developed. Building on this, we are advancing the
development of silicon nitride ceramics.

Unique
technology/

manufacturing
processes

Regarding semiconductor-related products such as
polycrystalline silicon and high-purity IPA for the electronics
industry, we utilize high-purity technologies such as distillation
processes and high-precision analytical technologies at the
ppt (parts per trillion) level to ensure the reliability of our
products.

Furthermore, ion exchange membrane and electrode
technologies used in salt production, food refining, and
valuable resource recovery enable the separation of
substances through functions such as selective permeability,
and are utilized in a variety of fields. Currently, these are being
applied in an expansive manner to the development of
hydrogen production equipment and anion exchange
membranes, which are expected to be next-generation
energy sources in the environmental field.

In order to transform our business portfolio, we will
continue to evolve the unique technologies we have cultivated
over the years and create new value that meets our
customers’ needs.

“Evolution” and “Creation” of Tokuyama’s Unique Technologies

Founding and
diversification phase
(-1970s)

Isopropy! alcohol

SP processing & value creation phase
(1980s—Present)

Polycrystalline silicon
High-purity IPA for
electronics manufacturing

Pharmacopoeia and
) food additive products
High-purity chlorosilane

High-purity boron
Fumed silica

Cement
Layered sodium silicate
Sol-gel silica

Aluminum nitride

Aluminum nitride substratej

Machinable ceramics

Boron nitride

Waste gypsum board recycling ——|

Microporous film
PVC compound

Lime plaster-related products

lon exchange

membranes
Dental materials and equipment
Photochromic materials for eyeglass lenses
Electrodialyzers
lon-selective electrodes _]
Salt electrolysis
Vinyl chloride . .
monomer APIs and intermediates
PVC resin

Propylene oxide

Polyrotaxane
Chloromethane U

Products under development Market

Chemicals for
T advanced

semiconductors

Electronics

High-Purity /

High-Precision B
Analysis Technology

> -
Hollow silica —————>

,,,,,, BF ------
Spherical silica aerogel ———

Popularization of
generative Al
High-performance

Ceramic electronic devices

Sintering [ |~ Thermal conductive > CASE
Technology WA High-speed
communications

— Silicon nitride ceramics ———»
JV'—b Silicon nitride ———————»

Powder Control
Technology H Ith
r
(Particle size control/ PocT? — eaitncare
surface treatment) In vitro diagnostic > °
reagents | &5 ,,,,,,

Radiation protection
material

Super-aged society

Preventive medical
care

Home medical care

Anion exchange
_—
——> membranes
lon EXChange |_ Alkaline water electrolysis

equipment for water electrolysis

Environment

and Electrodes

PV panel recycling ————— ﬂ

Silicon recycling ———

CO, fixir,g-type sPecia\
composite materials

—_ Decarbonized
society

L - )
[ T Circular economy

Magnesium hydride =

1. CASE: A concept representing technological innovation in the automotive industry. Connected (loT-enabled vehicles), Autonomous (self-driving), Shared & Services (shared use), Electric (electrification)

2. POCT: Point of Care Testing conducted at clinical sites for immediate diagnostic results
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The Kashima Factory; realizing smart factories

Progress of Growth
Strategy Management

Sustainable Growth
Corporate Data

At the Kashima Factory, the core
- factory of the Life Science Business

I EIngle®,  Division, we are introducing digital
! asegi' ~technology in the construction of a

new facility where Tokuyama Dental
products are manufactured to
promote automation and efficient
production (i.e., the transition to
smart factories).

In July 2024, we launched operations at a new facility
dedicated to the kneading, filling, and packaging processes for
composite resin used in dental fillings. As part of our smart
factory initiative, we have introduced a kneading-assist robot,
an automatic packaging machine, and an automated
warehouse. The robot enables partial automation of the
kneading process, allowing a single operator to run two mixers
simultaneously. The packaging machine has a processing

L el
efficient
production

New building

Automatic packing machine

capacity of 50 units per minute, and with the planned addition
of auxiliary equipment, we expect to address labor shortages
and improve productivity. To support shipments to over 80
countries and regions, we have to manage more than 2,000
types of packaging materials. Our automated warehouse uses
barcode-based inventory control to reduce human errors and
lower management costs for those materials.

To meet strong product demand, we are implementing
this initiative in parallel with regular production activities, with
the aim of completing the transformation into a smart factory
in FY2026. As a production base that will drive growth in the
healthcare field, the
Kashima Factory will
improve productivity and
contribute to the
transformation of our
business portfolio.

Temperature-controlled automated warehouse

Utilizing the cement facility and making full use of waste materials

At the Tokuyama Factory, which is
our main production base, we are
promoting the effective use and
recycling of waste and by-products

waste generated within the Company in the
recycling cement manufacturing process.
Tokuyama Corporation’s effective
waste utilization
rate has reached
94.1%, maintaining a high level. Since
starting up our cement business in 1938,
we have been a pioneer in the industry in
recycling, using waste mud from our own
soda ash plant and coal ash from our own
power generation facilities as raw
materials.

Currently, we accept a wide variety of
waste from outside the Company, reusing
combustible components such as waste
plastic as an alternative source of thermal
energy, and non-combustible components
such as incineration ash from municipal
waste as a raw material for cement.

As wastes are treated at very high
temperatures of 1,000°C to 1,800°C in
cement kilns, combustible components are
completely burned and reused as a heat

Thorough

Incineration, etc.: 18,000 tonnes - 5.7%

External recycling: 2,000 tonnes - 0.8%

Landfill waste
disposal rate

0.3%

Reduced landfill
disposal volume
from 36,000 tonnes
in FY1990 to 800
tonnes by FY2024

source. It is notable that residual ash is used as a raw material
of cement so that no external waste is generated from this
process. This initiative contributes to profits as the Recycling
Business and plays an important role in the waste management
and recycling industry toward the realization of a recycling-
oriented society.

FY2024 Industrial Waste Processing Breakdown

Landfill disposal: 800 tonnes - 0.3%

gl

Amount of Effective
industrial waste
generated
320,000

tonnes

utilization rate

941

Of the 320,000 tonnes of
waste generated
internally, approximately
300,000 tonnes were put
to effective use through

v recycling

Internal recycling

298,000 tonnes
93.3%

Contributing to a recycling-oriented society through the use of cement kilns

* All figures refer to Tokuyama on a non-consolidated basis.
* Due to rounding, the total may not add up to exactly 100%.
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Research and Development Strategy

Aiming to transform business portfolio
through early monetization of
new technologies and products

Fumiaki lwasaki

Representative Director, Senior Managing Executive Officer,
General Manager, Research & Development Division and
Life Science Business Division

Promoting commercialization through “One Tokuyama” from basic research

to mass production

When | became head of the Research & Development Division
in 2017, | came up with “One Tokuyama” as a slogan that
succinctly outlines the direction of Tokuyama’s research and
development activities. From basic research to mass
production, we will transcend organizational boundaries and
work to solve a wide range of technical issues, with an eye
toward commercialization. The slogan reflects our strong
determination to further advance our research and
development system.

Our Group is currently in the final fiscal year of Medium-
Term Management Plan 2025. In order to get closer to
becoming “a value-creative company that places first priority

on R&D and marketing,” as stated in our Vision, we are
basing our technology strategy on development targeting
market needs. In this uncertain era of rapid change in the
global economy and society, we are working Company-wide
on R&D that emphasizes collaboration with customers.
Having outstanding research and development capabilities
that enable us to commercialize new technologies at a speed
that exceeds the pace of our customers and the evolution of
the market is essential to creating new solutions that will
transform industrial society, and we believe that strengthening
our research and development capabilities is a critical
proposition that will determine the future of Tokuyama.

As a value-creating company, focus our resources on three growth fields

In January 2025, our R&D base in Tokuyama Taiwan
Corporation, relocated and expanded with the aim of
accelerating research and development in the electronics field.
At the Tsukuba Research Laboratory, where No. 2 Laboratory
began full-scale operations in January 2024, we are making
progress in the development of lead-free transparent radiation
protection materials in the healthcare field, with the prospect
of launching them on the market as radiation protection
glasses. Anion exchange membranes (AEM), an environmental
technology being developed at the Tsukuba Research
Laboratory, are also receiving positive evaluation from
customers for their applications in water electrolysis. We are
engaging in these research activities through proactive
collaborative research with external research institutes,
universities, and companies, so they can be seen as the result
of innovation that utilizes external knowledge and our own
unique technologies.

In this way, Tokuyama’s research and development
activities have progressed steadily over the four years of
Medium-Term Management Plan 2025. But results have been
limited, and it is also true that we have yet to produce
significant new technologies and products that will support
medium- to long-term growth.

The Tokuyama Group is a unigue company that offers
technologies in the fields of both inorganic and organic
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chemistry. Over the course of a century, we have developed
groundbreaking new technologies and contributed to the
development of industry in Japan and around the world. Our
strengths lie in our determination not to rest on our laurels
with existing technology, but to adapt it to meet customer
demands, and in our inquisitive spirit that drives us to reach
higher and dig deeper.

Meanwhile, we also face challenges because we lack
experience in starting new businesses, so we established the
New Business Division to overcome the so-called “valley of
death.” Furthermore, intellectual property strategies will
become even more critical for our efforts to expand business
overseas. To commercialize and monetize technologies we
develop, we will enhance the support systems that run parallel
to development, hire enthusiastic R&D personnel, and develop
technology and people together so our people can experience
the thrill of seeing the technologies they create commercialized.

As we work to transform our business portfolio, research
and development will be an important management theme
and play a core role in our management strategy. We will
continue to focus our management resources on growth
areas with the goal of becoming a value-creating company
that contributes to a sustainable society with our unique
technologies.
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About the New Business Division
The Tokuyama Group’s research and development structure is Center for Commercialization of Advanced Technology in
centered around corporate R&D, which is responsible for Yanai City, Yamaguchi Prefecture.
basic research and technological development based on The research themes of porous silica, which is expected
medium- to long-term themes, and business development, to be used in the electronics field, and lead-free transparent
which is responsible for improving and developing existing radiation protection materials for the healthcare field were
products to meet market needs, and then commercializing transferred from Corporate Research to the division in April
them. This allows us to improve the efficiency of research and 2025. These themes have been highly praised by customers
development and respond quickly to market needs. as they are each based on technologies unique to Tokuyama,
Meanwhile, we established the New Business Division in April and we plan to continue with further technological
2023 to act as a bridge between corporate R&D and business development and to improve our supply system. As the core
development in order to accelerate the launch of new of new value creation for the Tokuyama Group, the New
businesses. The division is working on commercializing Business Division will drive the shift in the Tokuyama Group’s
electrolysis equipment, heat dissipation applications for business portfolio to focus on growth businesses.

electronic materials, silicon nitride, and other products at its

Research and Development Structure for Commercializing New Technologies
Customers/Target Markets

5%~ Peripheral areas - - _ _
P Healthcare

Growth areas Cross-cutting areas

Theme search by

backcasting from forecasts @ Sales information
of future social issues ® Marketing and market research information

To business growth

Theme selection
Seed technology
and information

Corporate R&D New Business Division Commercialization

Commercialization and
product implementation

&
17}
c
s
©
£
5]
=
=

Theme transfer
Theme transfer

Fundamental research

o |ndustw-gcademia-government © Hardware Ongoing development
o %‘i”;borat'on . L T commercialization support and commercialization in
o |pa|a:§’sz::epa;fs infrastructure, equipment response to the market
© Tokuyama Group proprietary L’Product development © Focused injection of

technology management resources

Side-by-side support for development

© Technology management © DX technology O IP strategy O Process technology © Collaboration with business divisions © Construction of quality assurance system © Analytical technology

Open innovation
© Open innovation (Industry-academia-government collaboration,
collaboration with other companies)
© M&A / engaging highly specialized personnel

“Valley of death”

Initiatives for Realizing Our Vision

Development of anion exchange membranes (AEM)

The anion exchange membranes (AEM) that Tokuyama is developing are materials for water
electrolysis devices that produce hydrogen. Compared with other types that have already
been put into practical use, these materials do not require highly concentrated alkaline
aqueous solutions and do not use precious metals as catalysts, making them a next-
generation technology that is expected to be safer and more cost effective. We are developing
these materials based on the hydrocarbon ion exchange membrane technology we have
cultivated over many years, and in FY2024 we began supplying samples to equipment
manufacturers in Japan and overseas. In anticipation of future increases in demand, we are
currently establishing a mass production process at our No. 2 Tsukuba Research Laboratory
and will strengthen our supply system for paid samples. We are currently installing equipment
that will enable us to accommodate market demand for shipping the materials in rolls, and will
pursue further product development with a view to commercialization.

Anion exchange membranes and solutions

Tokuyama Taiwan Corporation relocation and expansion

Tokuyama Taiwan Corporation (TTW) relocated and expanded to the Science Park in Zhubei,
Taiwan in January 2025, with the aim of strengthening its research and development structure in
the electronics field. TTW was established as Tokuyama Taiwan Laboratory, the Tokuyama
Group’s first overseas research and development base, and has since promoted joint
development with Taiwan’s Industrial Technology Research Institute (ITRI, Hsinchu City) at its
facilities within the institute. Taiwan is home to a cutting-edge semiconductor industry, and as
cutting-edge technological development advances, we will have to respond to technical issues
better and develop faster. With this expansion, we will introduce some of the same equipment we
use at our research and development bases in Japan, with the aim of improving our responses to
customers in the electronics field and developing new products faster.

TTW Head Office (after relocation)
TOKUYAMA REPORT 2025
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Human Capital Strategy

To enhance human capital, which is the key to the
Tokuyama Group’s sustainable growth, we will

steadily implement specific measures to resolve
issues based on our basic concept and enhance

corporate value

Takashi Sato

Managing Executive Officer,

General Manager, General Affairs & Human Resources Division

The Tokuyama Group regards human resources as its most
important management capital essential for sustainable
growth. From that perspective, in 2019 we specifically defined
universal expectations for the kind of employees who will help
realize our Vision, as well as the direction of their growth, in our
Human Resources Policy. Even in an ever-changing business
environment, we remain firmly grounded in these policies, and
through resolutions and oversight at the Executive Committee
and the Board of Directors, we have established a human
resources strategy that is linked to our business strategy, and
are working to implement various measures to ensure
Tokuyama grows sustainably going forward.

Thanks to your support and cooperation, our Group has
secured stable business earnings for many years through our
traditional businesses, chemicals and cement. However, to

Tokuyama Group HR Strategy and Positioning

respond to various environmental changes going forward, we
will have to transform our business portfolio, which is a major
challenge for Tokuyama. To achieve this, we need to grow our
business by transforming our human capital mindset, which
assumes the stable business growth we enjoyed in the past
will continue, by developing human resources capable of
taking on more creative challenges, and by securing people
with diverse knowledge and experience from the labor market.
And above all, we recognize that creating a working
environment and corporate culture in which our employees
can feel motivated, enthusiastic, and contribute autonomously
to our efforts is the key to ensuring future growth of Tokuyama.
We will steadily implement our human resources strategy,
increase our corporate value, and realize human capital
management that all our stakeholders can appreciate.

Issues regarding human capital: Inward-looking, highly homogeneous human capital based on the premise of continuing stable business growth

Tokuyama human resource strategy (Resolving human capital issues and accelerate the transformation of the business portfolio)

Basic concepts

Pay for job
Evaluation and compensation
system based on contributions
to the Company

Making businesses
more competitive
Strengthening competitiveness by
increasing value-added labor

Continuously securing
human resources

Developing human capital policies

based on labor market needs

Developing creative employees

Developing diverse talent to drive
business portfolio transformation

Five strategies for realizing basic concepts

Providing human resources
to growth areas and new
projects

Increase operational
productivity

Securing diverse knowledge
and experience

Recruitment and creation of
human resources to drive the
Company’s growth

Establishment of a Group
personnel system

Specific measures

Moving awady fLorIr) f‘ y»bas?d Incentive system to support Courses and evaluation systems S‘:rateglc ‘;_)ersotﬂnel p’Latc; s "1" Strategic rotation for creating high
(agesRucIan0 NI/ persona productivity improvements tailored to work styles ey pos |ons‘ roug| ’ oroug| performance
allowances succession planning
Career recruitment and active Promoting independent Introduction of managerial JOB-type | Continuous engagement, measuring Data-driven scientific human
use of alumni employee post-training human resources system and responding resource management
V'S
Base strategies

Enhancing employee engagement Visualizing and utilizing human capital data Setting KPIs to monitor promotion and adoption

System for Implementing Measures

The measures set out in the human resources strategy lay out
the basic concepts required of our human capital to realize our
management strategy. Based on the spirit of “Pay for job,”
which bases compensation on how much employees contribute
to the Company, the measures aim to develop and secure
creative, highly productive human resources who can contribute
autonomously to corporate efforts. We categorize our strategies
into five strategies that are directly linked to the realization of the
basic concept, and base strategies that support human capital
management itself, and are developing the content of specific
measures designed to ensure that these two categories of
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strategies function well. These specific measures focus on
enabling employees to work fairly and enthusiastically by shifting
from a traditional wage system based on employee cost of
living, to an evaluation and wage system that places a stronger
emphasis on how employees’ work contributes to the
Company. We also aim to secure and develop creative people
who will contribute to new business growth for transforming our
portfolio, and to strengthen strategic personnel placement plans
and multifaceted recruitment activities to address an increasingly
fluid labor market.
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Initiatives for Realizing Our Vision

Progress of Growth
Strategy Management

Sustainable Growth
Corporate Data

Introduction of a JOB-type personnel system for managers and strategic succession planning

Starting in FY2024, we have introduced a JOB-type personnel
system for managerial positions. We clarified the important role
managers play in management planning such as business portfolio
transformation, and created hierarchical job grades to realize
compensation levels according to job responsibilities so that the
contributions employees make to achieving company plans are more
appropriately reflected in their compensation. In addition, we also use
the results of 360-degree evaluations and employee engagement as
reference data when assigning managers, and we operate in a
two-way manner that incorporates the opinions of non-managerial
employees. In addition, clarifying the importance of management
positions enabled us to implement sustainable and appropriate
personnel placement plans by defining strategic positions that are
key to our business strategy, creating succession plans for the next
two generations each fiscal year, and discussing these plans with top
management and the heads of business divisions.

Flow That Constitutes a Managerial JOB-Type Human
Resource System

Definition and hierarchy
of managerial positions
Medium-Term
Management Plan
for achieving medium-term

Medium-term Annual management plans

division goals division goals I

Job description
Responsibilities and KPlIs
for managerial positions

Job evaluation
(job grade)

Compensation
design

Identifying important positions

Performance evaluation

Creating and implementing

strategic succession plans

Revising the employee personnel system to improve job satisfaction

We repeatedly discussed revising our employee personnel system
with the labor union and employees throughout FY2024, and have
decided to transition to a new personnel system beginning May 2025.
This new personnel system abolishes employee wage disparities that
resulted from the age-based pay and personal allowances of our
previous wage system, and creates a system where only work results
lead to wage increases. We also abolished allowances such as family
allowances, which were paid mostly to male employees, which we
believe will alleviate gender-based wage discrimination and encourage
women to play more active roles in the Company. We also established
a new dual-track course system that allows employees to work
according to the nature of their jobs, by providing incentives to
employees who take part in projects that are important to our
business plans. Furthermore, to enable quicker promotion of talented
young employees, we have shortened, to the degree possible, how
long employees must be employed before they qualify for promotion
to managerial positions. This also makes it possible for employees to
make up for career delays due to maternity or childcare leave. By

properly evaluating and rewarding performance in this way, we hope
to better motivate employees, especially those who drive business
growth. Combined with the aforementioned wage system, we hope
this encourages highly engaged employees to work productively and
contribute to improving the corporate value of our Group.

Aims of the New Personnel System

@ Drive thorough productivity enhancement
@ Develop diverse creators who can take on new challenges

Create a foundation where
assessed correctly on work performance and talent with diverse ideas
based on the nature of contribution to the can thrive on an equal
the work Company footing

\%K/

A system for attracting talent
from the labor market

Contributions
Compensation returns

Increasing performance

Work is evaluated and Compensation is based

‘ Increasing engagement

lConmbunons

Management-level human resource development for future business portfolio transformation

We will develop human resources by actively investing in human
capital. For example, to develop future management candidates, we
provide Next Business Leader (NBL) training to carefully selected
personnel from each division. The program began in FY2018, and
by FY2024, approximately 70 diverse employees, including mid-
career hires and women, will have completed this training in support
of our efforts to promote diversity. The training is designed to use
external resources in a practical and proactive manner, and to
achieve an outward-looking business portfolio transformation. Some
of these employees will be intentionally rotated in order to become
management-level employees under the new personnel system we
will implement beginning in FY2025. Some young employees who
took the training have already won early promotions to managerial
positions, and we expect them to continue to excel in the future.

Strengthening recruitment activities

Image of NBL Human Resources

Becoming a value-creative company that places first priority on R&D and marketing

People who understand the Company and business structure in detail,
have high aspirations and deep insight, have the courage and
charisma to envision the future of the Company and business,
can create business models, and make and execute decisions

Elements essential for the sustainable SR TR dN =W Ve must pay attention to changes in IT

growth of the Company technology and business megatrends

- New businesses will drive future growth and incorporate them into strategies

- New businesses are subject to high - Strategic planning based on broad
uncertainty perspectives and insights

- Transforming business model through
DX

Innovation

L Business risk management

Using technologyg
Elements essential for achievin
results through change and 9 } Need to acquire leadership that can lead
transformation Aspirations to non-linear business growth regardless
ivatil — of business field

people and i 1 1658 .

- Establishing global leadership

- Rediscovering Japanese cultural values
and what makes Tokuyama unique

Global— |

to achieve results
- aH
Ability to execute i

Business standards

Foundational
elements

In an ever-fluid labor market, competition to secure talented people
has intensified in recent years, and to secure them, we are
strengthening our recruitment system, both for new graduates and
mid-career hires. Beginning in FY2025, we will form a dedicated
recruitment team to promote aggressive recruitment activities that

take the diversity of the workers at our bases in Japan and
overseas into consideration, and we will clarify and recruit the type
of people we need to achieve our management plan, thereby
securing personnel that match our strategy, culture, and direction.
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Digital Transformation Strategy

Advancing Company-wide DX
to become a sustainable, growth-oriented
next-generation chemical company

Kenji Saka

Executive Officer,
General Manager, Digital Administration &
Planning Division and DX Promotion Department

Basic TDX Policy

When we began our Company-wide digital transformation
efforts, we first established a basic policy. While transformation
is typically the goal of DX, initial discussions with many
employees led us to firmly believe that, since we had been
slow to adopt digitalization, we should not simply target
transformation straight away, but should also strengthen more
fundamental areas at the same time, so we decided that the
basic policy for Tokuyama DX (TDX) would be based on the
concept of simultaneously advancing three stages;
implementing basic measures, building a foundation, and
driving transformation.

We established a system for Company-wide projects
based on this basic policy, and began specific TDX activities in
April 2022. TDX has defined 25 themes and measures to
promote transformation ranging from basic measures such as
promoting paperless operations to more sophisticated ones
such as utilizing Al, and has been implementing them in
parallel, starting with those that are currently practical. As our
activities have progressed, they have become more advanced.

The Digital Governance Code formulated by the Ministry of
Economy, Trade and Industry not only calls for companies to
engage in DX, but also for companies to actively disseminate
information about it. In addition to our traditional
communications, we compiled a DX report in December 2024,
and released it in a wide-ranging and comprehensive manner
to outline our Group’s initiatives. We will continue to work to
ensure that our stakeholders are fully informed of our activities.

Basic TDX Policy

Phase 3: Driving transformation

Phase 2: Building a foundation to
start transformation

Phase 1: Implementing basic measures to
ensure business continuity

>
4

Overcoming change FY2030

Deploying TDX Activities Company-wide

Given the constraints on human resources, one of the most
difficult aspects was creating a system for deploying TDX
activities Company-wide. In addition to establishing a
promotion system headed by the President, we designed and
implemented a system for assigning key DX personnel to
each department, designing an organizational structure for DX
and IT, creating a meeting body, and establishing a cross-
functional PMO, which made it possible to run Company-wide
projects with effective governance. With growing awareness
of the urgent need to promote DX as we faced major
challenges such as a declining working population, TDX
gradually took hold with support from top management, and
by FY2024 the total number of people assigned to TDX
activities exceeded 400, and thus they had developed into
activities involving all employees, both directly and indirectly.

We are also further strengthening bottom-up initiatives,
such as launching productivity improvement activities (STEP-
UP activities) using digital tools in FY2024. The goal is to
make daily work as efficient as possible by providing an
environment for all employees to use generative Al, promoting
citizen development using low-code tools, and utilizing RPA.
We encourage employees to take DX activities personally by
sharing case studies through our in-house email newsletter,
as well as through contests and certification systems, and to
use these activities to reform our corporate culture.
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As a result of various initiatives, in FY2024, we will exceed
the 3.0 line in the DX promotion index defined by the
Information-technology Promotion Agency (IPA) for the first
time, and will thus be positioned as a DX-leading company.
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Initiatives for Realizing Our Vision

DX training attendance results

Progress of Growth
Strategy Management

Sustainable Growth
Corporate Data

DX literacy training and select personnel training for Tokuyama
Corporation began in FY2023, and for Group companies literacy
training began in FY2024 and select personnel training will begin in
FY2025. The expansion of the number of training attendees in each
program is progressing smoothly as planned, and by FY2024 we
completed roughly 80% and 30% of the planned literacy training
and select personnel training respectively. Although it has only been

two years since DX training began, the initial goal of expanding the
base through DX literacy training and revitalizing initiatives at each
workplace through DX training for select personnel is beginning to
take shape, and though the exact scale and effects differ from case
to case, actual concrete effects are now beginning to be felt. We
are also seeing one success story connect to the next, and we
expect to see this pattern spread further.

Number of DX Leader Training Program

Number of DX Literacy Training Attendees
I Tokuyama non-consolidated B8 Group companies == Total

(People) (People)
250
M ................... 200
2,000 150
100
1,000

(DX Workplace Leader Training) Attendees
I Tokuyama non-consolidated B8 Group companies == Total

o Hm o

Number of Data Engineer Training Attendees

2023 2024 2025 (FY) 2023 2024
(Plan)

A&T builds a remote maintenance structure

I Tokuyama non-consolidated B8 Group companies == Total
(People)
150
.."'.‘.'. L1
50
0
2025 2026  (FY) 2023 2024 2025 2026 (FY)
(Plan) (Plan) (Plan) (Plan)

A&T Corporation (A&T), a wholly owned subsidiary of Tokuyama, is
developing products related to clinical testing, and supports a wide
range of medical facilities, including hospitals and testing centers.
The company is characterized by its consistent product
development, sales and support, and has also emphasized
providing remote maintenance. However, in recent years, the aging
of equipment and systems, the streamlining of increasingly complex
operational management, and the need to meet security
requirements have become urgent issues, so we built a new remote
maintenance infrastructure that fully employs cloud services. This
new infrastructure has significantly improved security and is already
producing tangible results, including increased customer
satisfaction and sales. We will continue to expand our features and
services to help our customers solve their problems.

Progress with major KPIs

Creating secure environments with low security risks
Via cloud
services A&T
Closed Virtual
communication environments

networks .
n
. o=|o= E’ ‘2’ Q
T 7T TT

Customers

(Medical institutions)

A=
p Resolving existing issues with aging equipment and systems, streamlining
complex operation management, and new security requirements

Service desk

Threat actors

TDX has established KPIs to regularly monitor the progress and
effectiveness of the 25 measures. Of these, the important items
related to achieving Medium-Term Management Plan 2025 are
designated as “15 main quantitative targets,” and we are working
to achieve them. To build a foundation, we utilized digital twin
models constructed at each plant to create the “Tokuyama Factory
Optimizer with Rapid Calculation of Economic efficiency
(T-FORCE).” Using T-FORCE enabled us to devise business
strategies that took environmental changes into consideration and
dynamically revise operational policies, and we expect that it will
serve as the foundation for our transformation.

While Company-wide, cross-sectional measures are under way
to improve productivity, enhance functionality, and increase speed,
our future challenge will be to expand bottom-up activities initiated
by workplaces. Through digital tool-driven STEP-UP activities and
inter-organizational exchanges, we will also work to raise the level
of autonomous activities at the workplace level, and we will work
together as a company to achieve our goals for FY2025.

Progress
Category 15 main quantitative targets 0 1 3 P 5 8

1. Complete installation of SCM system in
the Kashima Factory

2. Complete construction of a digital twin
model for the entire Tokuyama Factory

Apr. 2022
Apr. 2024
Apr. 2025

(&)

. Complete DX literacy training for all
employees

Building a foundation

N

Complete building a foundation for the
utilization of human resources information

5. Generate over 300,000 hours for the

14. Reduce ESG data aggregation time by
90%
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11. Register 20,000 new members through H
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. Increase in DX promotion index to 3.5
points (initially 0.8)

Total

* Evaluation criteria of 5 levels are set for each project and confirmed and assessed by the
supervising PMO
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Value Creation Initiatives

Since the start of Medium-Term Management Plan 2025, our Group has focused on marketing and research and
development to create new value from a customer-oriented perspective. In the growing business fields of electronics,
healthcare and the environment, we are creating new technologies based on unique technologies, and these technologies are
transitioning to the customer evaluation and business model structuring stage as developed products expected to grow in
the future. Additionally, at manufacturing sites, we are making steady improvements each day to strengthen cost
competitiveness, which is contributing to a stronger profit base. Here we would like to go over some examples of value
creation within our Group alongside messages from key individuals advancing the plan.

Electronic
& Advanced
Materials

Advanced materials with high thermal conductivity that support the
evolution of semiconductors

Tokuyama'’s aluminum nitride (AIN) and boron nitride (BN) fillers are
attracting attention as next-generation heat dissipation materials for
electronic devices. As electronic devices become smaller and more
densely packed, the burden on devices that control power
consumption is increasing. Increased heat generation not only
impairs the performance of these devices themselves, but also
electronic devices they are subsequently installed in, threatening to
shorten device lifespans, thereby making heat dissipation measures
an urgent issue. Our AlN filler has excellent fluidity in resins, which
makes it possible to add more AIN filler to resins, resulting in

thermal conductivity approximately nine times higher than that of
conventional heat-dissipating fillers. In addition, our BN filler has
high thermal conductivity, electrical insulation, water resistance, and
a low dielectric constant, making it ideal for heat dissipation
substrate applications. We offer multiple BN filler products through
particle designs tailored to applications, and will continue to expand
our lineup of high heat dissipation fillers to meet customer needs
and contribute to the development of the semiconductor and
information communications industries.

N

We continue to advance technological
innovation based on the nitride synthesis
and sintering technologies we specialize in,
and are developing a unique, first-of-its-
kind high heat dissipation material. Our goal
is to provide our customers with high-

. . added-value heat dissipation materials that
Yukihiro Kanechika help improve the reliability and performance
of cutting-edge electronic devices, and
contribute to the expansion of our heat
dissipation materials business.

General Manager,

New Business Division,
Heat Dissipation
Applications Department

Life
Science

Filler Target Market

TIM: Thermal Interface Material

Heat dissipation

TIM: Filler + Silicone
Epoxy resin
Acrylic resin

Heat sink

Semiconductor
chip (heat source)

Encapsulant: Filler + Epoxy resin

Copper
Insulating resin

Metal base circuit substrate insulating
resin: Filler + Epoxy resin

‘ Heat dissipation

Metal base

Housing

Bismuth enables a new era of radiation protection

24

Tokuyama has developed a new polymer material that contains a
high concentration of bismuth (Bi) and is moving forward with its
full-scale deployment in the field of radiation protection. This
material maintains the same radiation protection performance as
conventional products without the use of environmentally harmful
lead, and combines transparency, anti-fogging properties, and
processability. It was first tested during decommissioning work at
the Fukushima Daiichi Nuclear Power Plant, and applications are
now being expanded to the medical field. Through an industry-
academia collaboration between Showa Opt. Co., Ltd. and the
Tohoku University School of Medicine, lead-free radiation protection

it

glasses “for® X-GUARD BieW” have been developed, and are
scheduled to be sold by Showa Optical in July 2025. The product
also complies with new regulations to protect the eye lenses of
those who do work involving radiation, and has been praised for
meeting needs in the medical field.

In the future, we aim to develop and expand our markets both
domestically and overseas, with a view to expanding into the
aviation and space fields as well as overseas markets. Tokuyama
will leverage its strengths in handling everything from material
development to product design and processing to create a new
standard in radiation protection.

N

This has been, at least technically, like constantly walking a tight

rope, but we are finally seeing the light at the end of the tunnel. ’
Through the combined efforts of our team, related organizations,

and partner companies, we will further commercialize this bismuth

material so that it can become a leading example of business

portfolio transformation, both as a material, as a field, and as a

business model. And while opened markets will remain at our core,

Takayoshi KawasakKi  we will not be overly fixated on them, but will continue to take on
new challenges, catching up with the technologies and needs we -
come across in the process to achieve greater breadth and depth.

Manager, Tsukuba
Research Laboratory and
New Business Division
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Radiation protection glasses (prototype)
* Provided by Showa Optical
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Commercializing technology for recycling used PV panels

In 2019, Tokuyama began jointly developing technology for recycling
used photovoltaic (PV) panels with the New Energy and Industrial
Technology Development Organization (NEDO), a national research
and development agency, and built a demonstration test facility in
the town of Nanporo in the Sorachi District, Hokkaido. Our strength
lies in technologies for the high-quality recovery of valuable
resources, such as the plate glass that accounts for 60% of the
weight of PV panels, and we have established a low-temperature
thermal decomposition that can automatically process up to
approximately 100,000 PV panels per year. As for PV panel silicon
cells, which are considered difficult PV panel components to recycle
horizontally*, we are utilizing our knowledge as a polycrystalline
silicon manufacturer to explore ways to use them as raw materials
for semiconductor-grade polycrystalline silicon.

In 2024, AGC Inc. successfully conducted the first demonstration
experiment in Japan using Tokuyama'’s recycled plate glass as a
raw material for float glass. Currently, in preparation for an era of
mass waste disposal that is expected to reach 400,000 to 500,000
tonnes per year by the late 2030s, we are accelerating our
commercialization efforts, including talks for establishing a
Hokkaido-based collaborative scheme with Suzuki Corporation, a
recycling company in Hokkaido. In FY2025, we plan to apply for an
industrial waste disposal business license in Hokkaido, with the aim
of establishing a new business model that will realize a circular
economy that reduces environmental impacts.

* Horizontal recycling: A recycling method that reuses materials for the same purpose

N

We are attempting to achieve 100%
recycling of PV panels using advanced
recycling technology based on low-
temperature thermal decomposition,
something that was previously considered
impossible. To develop this unique
technology into a business, we are currently
working to create a business scheme in
cooperation with other companies to build
a resource circulation network that covers
everything from the collection and
transportation of used panels to recycling.

-
Zenichiro

Shimomura

Manager, Eco Business
Division, Eco Business
Planning Department

Thermal decomposition process

. Waste photovoltaic panel o

Ceramic filter t i

- Ecuipped 8

Process flow of low-temperature thermal decomposition

TOPICS “Plant Operation of the Year” award recognizing value created at manufacturing sites

Our Group has 28 production bases in Japan and eight
overseas, and plant operators at each facility support stable
production activities on a daily basis. In FY2017, we
established the “Plant Operation of the Year” award to
recognize outstanding achievements at our domestic and
overseas manufacturing sites. The goal of this award is to
boost manufacturing site morale and encourage Company-
wide sharing and implementation of excellent initiatives.

At a FY2024 Company-wide conference, operators from
seven workplaces who had passed the representative selection
process in each block participated, presenting improvement
activities in their own workplaces and competing with each
other in terms of originality and results. A variety of
improvements were reported from the unique perspectives of
operators directly involved in manufacturing, including
reductions in manufacturing costs through the automation of
operational control and reviews of manufacturing flows,
achievements in reducing the use of utilities such as water and
electricity, and optimization of operating equipment to reduce
CO, emissions. The winning workplace reduced manufacturing
costs by several tens of millions of yen per year, which is

improving Group profitability. Going forward, we will continue to
promote improvement activities at our manufacturing sites by
turning value created there into a strength for our Group, and
maintaining efficient production activities.

FY2024 Plant Operation of the Year All-Company Conference
Awards Ceremony

TOKUYAMA REPORT 2025
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Message from the CFO

|

We will propel business portfolio

transformation through strat
cash allocation

Tomohiro Inoue

Director,
Managing Executive Officer,
General Manager, Corporate Planning Division

What is the key to fulfilling CFO responsibilities?

| joined Tokuyama as a researcher in 1989, and had the
opportunity to work in the United States while seconded to a
Group company involved in the gas sensor business. Following
my return to Tokuyama in 2012, and after serving as General
Manager of the Business Promotion Project Department,
General Manager of the Cement Manufacturing Department,
and General Manager of the Eco Business Division, | took up
my current position in April of 2024. | currently oversee efforts
in a wide range of fields, such as business planning including
accounting and finance, sustainability, carbon neutrality
strategies, and new business.

In fulfiling my responsibilities as Chief Financial Officer
(CFOQ), it is important to listen sincerely to the opinions of the
many people involved in Tokuyama’s business, and

appropriately allocate assets to various areas, including R&D
for the development of new business, in order to financially
support the Group’s sustainable growth. As financial indicators,
we emphasize return on invested capital (ROIC) and
weighted average cost of capital (WACC). We operate our
business at the trust of our shareholders, so our
fundamental responsibility is to ensure that ROIC exceeds
WACC or, in other words, to generate profits that exceed the
expectations of our investors.

Going forward, | would like to enhance Tokuyama Group
corporate value by leveraging the experience and knowledge
we have cultivated in a wide array of fields, including research
and development, the environment, cement, and corporate
planning.

Status of progress on Medium-Term Management Plan 2025 and
management taking the cost of capital and the stock price into account

In April of 2024, Tokuyama announced our approach on how
to realize management that is conscious of the cost of capital
and the stock price. In Medium-Term Management Plan
2025, we set ROE as a management indicator and are
working to improve the efficiency of shareholder capital. We
will further accelerate this effort and quickly achieve a
management structure that will enable us to exceed a PBR
of 1. We have established four specific initiatives for
achieving our goals: (1) Enhancing shareholder returns,

(2) Making priority investments in growth businesses that
actively utilize returns on invested capital (ROIC) and revisions
to existing businesses, (3) Reducing cross-shareholdings, and
(4) Shareholder dialogue.

In April of 2025, we published an update to the status of
our response efforts, but in looking back at our efforts over
the past year or so, we can see that although our business
performance was solid, our PBR remains at the same level
as before, around 0.8. This indicates that the market has yet
to recognize the Tokuyama Group’s efforts, especially our
medium- and long-term growth strategies and our progress
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on them. We will need to take this reality seriously, and
continue to optimize our capital policy.

Meanwhile, Medium-Term Management Plan 2025,
which began in FY2021, has entered its final stage. Although
our current performance forecast for FY2025 does not reach
our planned targets for the final fiscal year due to changes in
the external environment since the plan was first formulated,
such as rising raw material and fuel prices and a sluggish
semiconductor market, we do expect sales and operating
profit to reach record highs.

We recognize that we are still only partway through the
three key issues identified in our current medium-term
management plan: Transform the business portfolio, Helping
to fight global warming, and Practice socially responsible
management. In particular, with respect to the transformation
of our business portfolio, our most important management
imperative, our traditional businesses of chemical products
and cement continued to perform well, so the proportion of
consolidated sales from growth business for FY2024 is
expected to remain at approximately 43% (excluding Others
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Segment). To reach our target of 50%, we need to focus all
our efforts on further expanding the foundations of our

Progress of Growth
Strategy

Sustainable Growth

Management Corporate Data

growth businesses and creating new technologies and
businesses through cutting-edge R&D.

Medium- and long-term management and financial strategies,
and the mission of the CFO

As for medium- and long-term financial strategies, which
include the next medium-term management plan, we
understand that a critical issue, as with the previous plans, is
to optimize fund procurement and cash allocation while
maintaining sound financial discipline. Tokuyama is by no
means a huge corporate group, and we cannot limitlessly
expand the use of our funds. Our policy is to remain
financially sound and safe as we prioritize allocation of funds
to areas that are directly linked to increasing Tokuyama’s
corporate value, such as the three growth businesses of
electronics, healthcare, and the environment, as well as
efforts to address digital transformation and GHG emissions
reduction. With respect to growth businesses in particular,
we will increase our presence in the market by focusing
investments on segments in which the Group has strengths,

Capex Plan Breakdown (FY2021-FY2025)

Priority investment in growth fields, investing in the reduction of GHG emissions

Although total investment amount will be assessed strictly, we will actively
invest in everything from growth businesses to research and development

M Growth businesses W R&D
M Rationalization / energy savings / M Traditional businesses
CO:2 emissions reduction M Others

Investments

M Infrastructure for growth -
(billions of yen)
At the
time of
plan
formation

200.0

Current
outlook

* Initial forecast for FY2024: 160.0 billion yen

Major Capex Results

Construction of the factory of joint venture
company in Taiwan for high-purity IPA (FTAC)
Construction of the factory of joint venture
company in Korea for high-purity IPA (STAC)
Production capacity expansion of dental
materials

Construction of a new plant in Muroran City, Hokkaido
in the waste gypsum board recycling business
Establishment of the Center for Commercialization of
Advanced Technology

Investment related to biomass co-fired generation in
power plants

such as in vitro diagnostic reagents in the healthcare field
and semiconductor-related materials in the electronics field.

There is no such thing as an “optimal solution” in business
planning or financial strategy. The determination of whether
today’s management decisions were correct will be left to
the market’s evaluation 20 to 30 years from now. Given this,
what management needs to do right now is choose the path
that is most appropriate in an ever-changing business
environment and with limited management resources; in
other words, we need to maintain a broad perspective and
continue making good decisions. | believe that the role of the
CFO is to make the decisions they deem best at any given
moment while identifying risks and managing them
appropriately.

Cash Flow Generation and Allocation

Strengthening shareholder returns and improving capital efficiency: M&A fundraising (borrowings/bonds)

Earnings growth
Cash flow from new
products

Operating cash flow
Cumulative
¥200.0 billion
over 5 years
* At the time of plan
formation: ¥250.0 billion

* Reduction of strategic
shareholdings

* Screen prospective
WESWENS

* Reduce inventory

* FY2021 and FY2022
Slump in operating
cash flow

 Continuation of

| disciplined investment

Strategic investment Shareholder returns

Capex (M&A, new business
development) Dividends
¥160.0 billion  Up to ¥30.0 billion 3% DOE

30% payout

* At the time of plan Including joint venture in

formation: ¥200.0 billon Malaysia ratio
Borrowing/ R VT Y U a\cqu(i:s(i)trils:flgr own
bonds shares
(¥60.0 billion) ' ¥82.0 billion !

A message for our stakeholders

We will further deepen our dialogue with all of our stakeholders,
including our customers, shareholders, investors, and
members of local communities. We will promptly and
accurately communicate Tokuyama’s Vision and strategies,
as well as the progress of various measures, through various
media, and will incorporate feedback from stakeholders into
our management and business operations.

We will also assertively work toward improving the return
of profits to our shareholders. Starting in FY2024, we
implemented the dividend on equity (DOE) approach to
shareholder returns, and set targets of at least a 3% DOE
and 30% payout ratio. We will gain higher market and social
valuation by helping our shareholders, investors, and other
stakeholders understand our growth and equity stories.

The business environment surrounding our Group has

become more uncertain in recent years, due to factors such
as rising raw material and supply prices and unclear US
trade policies. While future market trends are unpredictable,
we will leverage our outstanding technological development
capabilities, customer service capabilities, and earnest
corporate culture to further accelerate our efforts to increase
corporate value and open up new possibilities for the chemical
industry. The new medium-term management plan, set to
start in April of 2026, will further accelerate our business
portfolio transformation and enable us to reap the results of
the current medium-term management plan. As CFO, | will
support the Group’s continued development into the future,
sustainable expansion, and making us a superior company
that enjoys community trust.
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