





Growth Strategy

Ideal State in 2030

Senior Vice President
General Manager,
Logistics & Construction
segment

Haruhiko Tsuzuki

Business group leveraging technological innovation to construct social infrastructure using people and environmentally friendly logistics and construction machinery

We aim to simultaneously achieve corporate value and social value through our business activities while maintaining a

clear competitive advantage in the industry as an unparalleled business group. As our strategies to realize our business

plans, we focus on (1) development strategies in key investment areas, and (2) on sales and production strategies in our

foundational business areas.

Business Portfolio Image
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Mobile and
industrial cranes

Hydraulic excavators
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FY2024 Results and FY2025 Outlook
In FY2024, orders fell to ¥339.7 billion, as demand declined
for hydraulic excavators especially in the US and Japanese
markets. Net sales were down to ¥392.5 billion as orders
decreased for hydraulic excavators, despite an increase for
cranes due to order backlog. Operating profit resulted in
¥25.3 billion, and the operating profit ratio was 6.4%.

For FY2025, we expect orders to reach ¥412.0 billion, as we
see a recovery in demand for hydraulic excavators in the US
market and stable demand for both mobile and industrial
cranes. Net sales are forecast to rise slightly from the previous
fiscal year, but operating profit is expected to remain flat due

to an impact from a shift in the product mix.
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UFoundational business areas
v§ Common

y ¢ Increase revenue in advanced countries

y * Building an optimal global production system

v§ Construction machinery (hydraulic excavators and mobile cranes)

vfLogistics machinery (industrial cranes and logistics systems)

y* ,QFUHDVH DGGHG YDOXH RI VHUYLFHV WKURXJK ';

Basic Strategies for MTMP26

Basic Strategies for the Medium-Term Management Plan 2026

® Key investment areas: Promote the development of advanced technologies, including
electrification, remote control, automation, and DX, with an aim of helping solve social issues.

® Foundational business areas: Secure profits in developed markets of Japan, the
United States, and Europe, and establish a global production system

In the robotics/automation fields, which are positioned as a key
investment area, we will step up measures to provide high value-
added products and services that take advantage of electrification,
remote control/automation (control technology), and DX, which are
our strengths in hydraulic excavators and cranes.

In addition, we are working to build an “optimal production system”
that can flexibly respond to global demand fluctuations, taking

advantage of our seven production bases in Japan and overseas.

FY2025 Earnings Forecasts and Numerical Targets of the MTMP

| FY2024 | FY2025 Forecast | FY2026 Target

Orders (¥ billion) 339.7 412.0 435.0
of which, Hydraulic Excavators 163.8 232.0 260.0
Net Sales (¥ billion) 3925 398.0 433.0
of which, Hydraulic Excavators 2215 223.0 260.0
Operating Profit (¥ billion) 25.3 25.0 27.0
Operating Profit Ratio (%) 6.4 6.3 6.2
ROIC (%) 7.6 7.0 8.0

Business Strategies

3 Growth Strategy

In the robotics/automation fields, we developed a 13.5-ton electric excavator and exhibited a demonstration model at a trade show.

For remote and automated RTGs, we are working on differentiation development projects through automation and carbon neutrality.

For service fields, we aim to strengthen our business by providing high value-added services, including DX tools that use a Group-

exclusive cloud to improve the productivity of large cranes.

Robotics/automation

13.5-ton electric excavator

v Following the 7.5-ton model that has been developed, we are

developing a 13.5-ton model for launch in the near future

(demonstration model exhibited at International Construction &
Survey Productivity Improvement Expo (June 2025, Makuhari Messe)).

v Responding to growing customer demand for carbon neutrality

ARTG: Automatic Rubber Tired Gantry crane

v/ We are working on a product differentiation development

13.5-ton electric excavator

project through automation and carbon neutrality, Automated

products are being developed, including manned truck transfer.

Services

Large cranes

v/ Large crane productivity improvement support tool using DX

(Sumitomo Heavy Industries Group's exclusive cloud: SHICuTe):

Strengthen services by developing high added value using SIRMS
y+ 'LIIHUHQWLDWLRQ DQG LPSURYHG SUR'WDELOLW\ WKURXIK LOWYREGXFUH BB RHZnRaREHModification due to labor

shortage in the logistics industry

Remote-controlled RTG

Business Opportunities and Risks in Key Investment and Foundational Business Areas

Key investment areas Foundational business areas

Robotics/automation

Construction machinery
(hydraulic excavators and mobile cranes)

Logistics machinery
(industrial cranes and logistics systems)

® Common elemental technologies within the
segment can be deployed in other models.

® Customers appreciation of attentive
service provided through direct service

® Advanced engineering capabilities
supported by coordination

. ® Cutting- i
Strengths ® Elemental technology development through value ® High value-added products and brands &E:(a:gdigs,advanced remote and automation
chains within the Group differentiated by performance and quality ® Proision of atentive, high value-added semices
® Significant demand for carbon neutrality-related measures ® Domestic demand remains resilient. 'Sustam‘ed (ETETE) 97 13 el
ey : industrial cranes
® Increased demand for productivity improvement, ® North America demand expected to return ; . B lTE
: ® Demand for improving logistics efficiency
safety, and labor saving as early as second half 2025 . ;
remains solid
External @ Acceleate carbon neutlit ffrs s
o et sy it | * SeEIoR iy
business ® Government support for use and purchase of and shorter work periods in construction work N . gy s0
o A h ; ; ® Diversified needs resulting from declining
opportunities electricand ICT construction machinery ® Prolonged labor shortage and aging . ] .
) i I workforce (automation, working environment
® Advances in Al technology workers in construction sites -
® Evolution of battery technology ® Acceleration in carbon neutrality efforts by pr A ) -
® Efficiency improvement in and logistics
general contractors . ;
transportation (labor and space saving)
® Functional safety, security measures
® Al startups’ market entry and collaboration with ® (apital expenditures slowed or
. general contractors ® Intensified price competition (low-priced postponed due to spike in material and
Risks / ) o - ) i " ) .
issues ® High quality, high efficiency development enabled products’ entry into higher-grade markets) equipment prices
by development and use of common platforms ® Global political developments affecting S/C ® Entry by low-price manufacturers from
® Establishment of in-house differentiating overseas (logistics systems)
elemental technologies
' P — - o ~ - -
YErATO ® Establish development center in segment Dn‘ferenpahon anfi improved profitability !nt'roduce'remote and automation functions
. through introduction of new models in industrial cranes
address key ® Promote development of common technologies ; X . .
- i ) ® Build optimal production system ® Use DX (SIRMS) to increase added value
issues (electrification/remote, automation/DX)

leveraging Yokosuka Works, etc.

of services
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Growth Strategy

Energy & Lifeline Segment

M Ideal State in 2030

Representative Director,
Executive Vice President
General Manager,

Energy & Lifeline segment

Eiji Kojima

Solution provider in the decarbonized energy and resource recycling fields, built on the foundations of carbon neutrality and renewable energy businesses

We aim to transition and expand the strength of our businesses by focusing on "decarbonized energy” and “resource recycling.” We

are promoting the development and commercialization of carbon recycling technologies (capture and reuse) in CO,-emitting fields

and working to expand our renewable energy initiatives through energy storage systems and offshore wind power generation.

We aim to continuously create customer value as a solution provider in these two areas.

M Business Portfolio Image

WKey investment areas
(next-generation core businesses)
v/ Renewable energy promotion business
 Promotion of commercialization in fields
that use new technologies (including liquid
air energy storage systems, or LAES)
Chemicals, BFoundational business areas
o Building a stable revenue base mainly
by strengthening service businesses

Profitabili R . . Profitabili . .
Y Key investment areas (next-generation core businesses) Y1 Foundational business areas Senvice businesses
LAES CCU*
and gasification
Foundational structures for water treatment and food
offshore wind power generation facilties
2023 2024 2030 2023 2024 2030

M FY2024 Results and FY2025 Outlook

In FY2024, orders totaled ¥141.8 billion, mainly as we won a deal for
domestic biomass power facility. Net sales decreased for the energy
plant business but increased for other businesses as the number of
deals increased, with the total figure reaching ¥182.0 billion. Operating
profit totaled ¥3.8 billion due mainly to increased development costs
for commercializing LAES, and operating profit ratio was 2.1%.

For FY2025, we expect total orders to increase year on year as we
expect to win biomass power generation facility deals in Japan and
overseas, as well as orders for large structures. Although we expect
net sales to decrease as projects for which sales are accounted for in
the current fiscal year will decrease, we see an increase in operating

profit due to a decrease in LAES development costs.

[l Historical Orders, Net Sales, and Operating Profit
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*Carbon Capture and Utilization

M Basic Strategies for MTMP26

Basic Strategies for the Medium-Term Management Plan 2026

® ey investment areas: Promote development and commercialization of next-generation
core businesses in carbon neutrality and renewable energy promotion businesses

@ Foundational business areas: Carry out structural reforms of the boiler business and
strengthen service businesses by strengthening functions, expand proposal menus, etc.

We have positioned as key investment areas the carbon
neutrality business, which develops technologies for biomass
power, CCU, and production of sustainable fuels from biomass
through gasification (such as SAF), and the renewable energy
promotion business, which includes commercialization of LAES
and foundational structures for offshore wind power
generation facilities, and will make investments for
commercialization. For the foundational business area, we aim

to strengthen profitability by enhancing service businesses.
I FY2025 Earnings Forecasts and Numerical Targets of the MTMP
| FY2024 | FY2025 Forecast | FY2026 Target

Orders (¥ billion) 141.8 193.0 195.0

Net Sales (¥ billion) 182.0 177.0 170.0
Operating Profit (¥ billion) 3.8 7.0 7.0
Operating Profit Ratio (%) 2.1 3.9 4.1
ROIC (%) 2.6 3.4 4.0

3 Growth Strategy

M Business Strategies

As part of efforts to strengthen service businesses, we will take business expansion measures, including making proposals for decarbonizing boilers through fuel-switching
modifications, in addition to our existing service activities for basic maintenance, operation management, etc. In the renewable energy promotion business, we will proceed with
the development of a business model by starting commercial demonstration operation of a LAES demonstration machine currently under construction.

We will also work on measures to enhance our production system in preparation for mass production of foundational structures for offshore wind power generation facilities.

® Energy plants (boilers)
Service (TMU (fuel switching modification

Realize decarbonization of customers using fossil fuel boilers
by proposing fuel switching modifications (TMU)

proposals) and basic maintenance)
v We will seek to expand the scope of our regular inspection

100MW-300MW pulverized
coal combustion boiler

service to include boilers by other manufacturers, in 5 Technology Ul’g'ad?l“’
dditi hening daily i . d | Convert to Modernization & it
addition to strengthening cally inspections and proposals BFB boiler Upgrades
for repairs to existing boilers through base expansion.
e L Up to 50MW
v Uncover demand for fuel switching modifications and il

other large-scale modification services, targeting Proposals for fuel-switching to biomass, based on the world's No. 1 track record in

customers who own fossil fuel boilers. CFB boiler delivery and experience of over 30 BFB modification projects
® Renewable energy promotion business (LAES and offshore wind power generation)

Construction and test drive of demonstration Laying groundwork for mass production of foundational
facilities in preparation for entry into LAES market
v Delivery of key equipment has been completed for the

structures for offshore wind power generation facilities

v Create synergies by combining competencies within the segment
demonstration facility currently under construction at Hiroshima Gas, v Strengthen or develop production systems for the mass production
for which a test drive is scheduled to begin by the end of fiscal 2025

v/ Business models being developed through multiple FS contracts

of foundational structures

@ Sumitomo Heavy Industries Process Equipment Co.,Ltd.
Technologies for processing very thick cylindrical structures, manufacturing cans,
and welding, which we developed through manufacture of large pressure vessels

offshore wind power generation & " Ehime Works {
business promotion PJ
3 Collaboration and mutual synergy

Saijo Factory)

Technology for constructing and mass-producing large structures that
require ship engineering and multilayer coating 7 s 5
@ Sumitomo Heavy Industries Marine&Engineering Co.,Ltd. Yokosuka Works (Yokosuka Naval Shipyard)

M Business Opportunities and Risks in Key Investment and Foundational Business Areas

Foundational business areas

Key investment areas

C . . . - Chemical machine, water treatment, food
arbon neutrality business Renewable energy promotion business ; . .
processing machinery, and power boilers
® Highly efficient technologies specialized in each elemental technology
® EPC capabilities supported by abundant engineering experience
Strengths h :
@ Manufacturing and quality power developed through manufacture of large structures
® 0&M know-how accumulated through many years of maintenance, management and operation services
® There is a notable trend for stepping up ® Policies and public-private funding ® There are signs that market conditions will improve
External decarbonization policies prompted by climate mobilization plans are being promoted for the for chemicals and water treatment, although the
environment/ change risks. promotion of the use of renewable energy and supply-demand balance remains instable.
business ® Development of technology and infrastructure the recycling of resources. ® The domestic and international boiler market
opportunities for CO2 separation, capture and utilization isin | ® Associated with this, efforts to consider has slowed, affected by a prolonged inflation in
progress. investment plans are also being stepped up. the EU region and soaring biomass fuel prices.
. ® Delays in technology development and formation of collaborative framework. ® Steadily winning orders amid market slumps
Risks / - ) : . ) S
. ® Stagnation in efforts to develop a carbon business promotion model ® Responding to changes in demand associated with
issues . : . ) . ) ,
® Delays in plans to introduce offshore wind power generation changes in regulations and the external environment
® Completion of CO: separation and capture demonstration | @ Starting commercial operation of LAES demonstration ® Promoting boiler fuel switching modification
Measuresto | @ Establishing CCU and gasification technologies facility and promoting efforts to develop business models proposals
address key ® Carbon-negative technology demonstration ® Strengthening sales capabilities to establish S/Cearlyand develop | @ Strengthening service businesses through
issues ® Participation in the study of regional collaboration production a system in preparation for commercialization of coordination between business units within
carbon management projects foundational structures for offshore wind power generation faciities the segment and resource expansion
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Sustainability

Environmental Initiatives

Addressing global environmental issues, including climate change, is the responsibility of the SHI Group, which engages in business

activities on a global scale. As our business is founded on the provision of industrial machinery to support our customers’ production
activities, we believe that improving the environmental performance of our products and services will contribute to the realization of
a decarbonized society and enhance the competitiveness of our products. In view of this, we are working on environmental initiatives
in line with the Sumitomo Heavy Industries Group Environmental Policy through a two-pronged approach that includes reducing the

environmental burden of our business activities and improving the environmental performance of our products.

® Executive & Operating Officers Committee meetings (3 times a year)

Presi t
St ru Ctu re reSI‘den ® Examination by General Manager of General Administration Group

. . L Director in charge of General ) -
Management of SHI Group-wide environmental activities is Administration Group © Environmental Audits (once a year)
‘ okmi Mo

implemented by the General Manager of the General Administration General Manager, (twice a year each in Japan and China)

. L General Administration Group @ Environment Committee (each business division)
Group and the Environmental Management Division under the |

(once a year or as needed)

@ Sustainability Committee (meets twice a year)

.. . . L. . Envi | Manag Division, RPN "

supervision of the Director in charge of the General Administration General Administration Group |+ > o011 Regular Meeting (once 2 morih)

Group who is appointed by the President. Environmental audits are  mvironmental Andit Team

conducted in conjunction with local status checks to verify the status | | |

of environmental management at all manufacturing sites including S o -
Works Business Divisions Subsidiaries and Affiliates

those of affiliated companies. The results of these activities are \ \ \

reported and any identified problems are shared Environment Committee members Environment Committee members Environment Committee members

, .

Medium-Term Environmental Plan

We have formulated the 7th Medium-Term Environmental Plan (FY2024 to FY2026) as a medium-term implementation
plan for environmental management. Under this plan, we have been working on three priority issues: (1) reduction of total
CO, emissions, (2) enhancement of environmental management, and (3) reduction of environmental burden in business

activities. These targets have been largely achieved, and we will continue strengthening SHI Group-wide activities.

Key issues ® Reduction of total CO2 emissions ® Enhancement of environmental management
® Reduction of environmental burden in business activities
FY2024
Index ltem .
Targets Results Ratings

Environmental management Number of serious environmental accidents Zero 0 v
. - Reduction by an amount equivalent to 1% of 2.1% reduction (Japan) v
Response to climate change Total €O emissions FY2019 emissions per year 4.2% reduction (overseas) v

i i Reduction of water consumption (Japan 0.4% reduction (Japan
Promotion of esource savings - — 4 - Wapan) Below the average emission level of FY2020-2023 o ’ - Vapan) 4
and recycling Reduction of water consumption intensity (overseas) 8.1% reduction (overseas) v

Third-Party Assurance of Environmental Impact Data

To enhance the reliability of its environmental impact data, the SHI Group has obtained a third-party
assurance from Bureau Veritas Japan, Inc. Since fiscal 2024, the scope of assurance has been expanded

to include water consumption and discharge, in addition to Scope 1, 2, and 3 emissions data.

Data covered: The following environmental data for the period from January 1, 2024, to December 31, 2024:
* Energy used by the Group through business activities: 31 sites in Japan and 41 overseas sites

* Water usage by the Group through business activities: 14 sites in Japan and 38 sites overseas

* Water discharged by the Group through business activities: 14 sites in Japan

* Scope 1 and Scope 2 greenhouse gas emissions (COz emissions from energy use)

* Scope 3 greenhouse gas emissions (Category 1,2, 3,4,5,6,7,and 11)* * Calculated based on the Company'’s rules
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Addressing Climate Change Risks

4 Sustainability

At the Board of Directors meeting in May 2022, the SHI Group resolved to achieve carbon neutrality (net-zero COz
emissions) across the entire Group by 2050. In parallel, interim reduction targets for 2030 were established, and specific
initiatives are currently being implemented to meet those goals.

SHI Group’s Carbon Neutrality Targets

+ Aim to achieve carbon neutrality throughout the entire SHI Group by 2050
+ CO:2 emissions during product manufacturing (Scopes 1 and 2) = 50% reduction by 2030 (compared to FY2019)
#CO2 emissions during product use (Scope 3, Category 11) = 30% reduction by 2030 (compared to FY2019)

CO: emissions reduction targets during product manufacturing

reduced 50% from FY2019

o Continuing Energy conservation activities

e Replacement equipment and
reforming production processes

e Purchase renewable energy, etc.

Net-zero CO2 emissions

A 4

CO: emissions reduction targets during product use

reduced 30% from FY2019  Improving efficiency and reducing losses
o Enhancing fuel efficiency, fuel switching
o Change the product portfolio, etc.

Net-zero CO2 emissions

A 4

2019 2030 2050

2019 2030 2050

Reducing CO; Emissions (Scope 1 and 2)

In fiscal 2024, CO2 emissions totaled 133,000 t-CO2 (30%
reduction compared to FY2019) due to the continued
implementation of existing energy-saving measures, the
installation of solar power generation facilities, and the purchase
of renewable energy power.

Base year

Index Unit (2019) FY2023 FY2024
C0: emissions

during Thousand
manufacturing t:C02 189 157 133

(Scope1 and 2)

CO:2 emissions reduction targets

(Thousand t-CO2) I CO2 emissions — Reduction rates (right axis) (%)
200~ 189 g9 194 190 ~40

150 30
100 20

50

505 2019 2020 2021 2022 2023 2024 -+ 2030 (Fy) ~-10

{ Initiatives to Reduce CO2 Emissions

The SHI Group plans to increase the proportion of renewable energy procurement to meet its reduction targets.

[Establishment of solar power generation facilities]

We aim to establish solar power generation facilities with
a total capacity of up to 40 GWh by 2030 and plan to
invest 3.0 billion yen in capital expenditures during the
MTMP26 period.

Meanwhile, Yokosuka Innovation Hub, Cs'-Lab+, which
was completed in April 2025, is seeking ZEB Ready
certification.

[Purchase of renewable energy power]

To meet the reduction targets, we are implementing a
global renewable energy power purchase plan. In fiscal
2024, we purchased 85 GWh of such electricity, raising the
renewable energy share, including solar power, to 30%.

Implementation situation of solar power / renewable energy power and our plan

Amount of electricity (GWh) 8 Solar power Amount of purchased renewable energy (%)

250 — Renewable energy rate (right axis) 2301 100
200/~ 8, 80
150+ el 160
_ 0137
100+ e 40
68 30 8¢5 -
50r 40 420
23
0 —_— 0
2021 2022 2023 2024 2026 2030 (Fy)
[ Plan] m

Sumitomo Heavy Industries, Ltd. / Integrated Report 2025 48



Sustainability

CO:2 emissions reduction status (Scope 3, Category 11)

(Million t-CO2)
250

Reducing CO2 Emissions during Product Use (Scope 3, Category 11)

In fiscal 2024, the CO:2 emissions during product use
(Scope 3,Category 11) totaled 66 million t-COz. 20.0
Significant reductions continued, primarily due to a

15.0

decrease in deliveries of coal-fired boilers. However, we
expect emissions to rise toward 2030 as our business 10.0
grows. We will continue developing products that .
contribute to a decarbonized society. '

0 2019 2020 2021 2022 2023 2024 -+ 2030 (FY)

Cross-Group Initiatives
Project Agenda

In January 2025, we launched a carbon neutrality
© Identifying measures to reduce CO2 emissions (Scope 3, Cat. 11)

© Setting reduction targets for each segment (Scope 3, Cat. 11)
© Investments plans

project to accelerate progress toward our self-set
targets by raising climate change awareness within each

business division.

Contributing to the Environment Through Our Business

The SHI Group contributes to building a carbon-neutral society by providing products and services. (» P.5, “Sumitomo
Heavy Industries Group's Product Lines that Support the Society”)

Main Business Areas and Products

Mechatronics Industrial Machinery

+ Material processing machinery
+ Semiconductor manufacturing equipment
# Medical devices

+ Power transmission & control equipment
# Control equipment @ Cryocoolers

Energy & Lifelines

# Environment / energy plants
# Energy storage equipment
+ offshore wind power generation foundational structures

Construction machinery
Material handling and logistics equipment

»P.43

Avoided Emissions }

Since 2014, the SHI Group has been working to realize a low-carbon society by reducing CO, emissions during product
manufacturing. In the current fiscal year, we began

discussing Avoided Emissions* at development
challenge meetings held by the Mechatronics and ‘ Shifting to high-efiiciency motors,
Logistics & Construction segments. By leveraging our Mechatronics etc. 315,000 t-COz
extensive technology base to enhance product

" . . Logistics & | Improving the energy efficiency of
competitiveness, we aim to achieve our Scope 3 e construction machinery 29,000 t-COz

emissions reduction targets.

Total 344,000 t-CO:

* Calculated using the flow method
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4 Sustainability

Information Disclosure based on the TCFD Recommenda

In October 2021, the SHI Group endorsed the recommendations of the Task Force T m IR TORCE L
on Climate-related Financial Disclosures (TCFD). Accordingly, we report the Hanes.
disclosure items recommended by the task force as follows.

{ Governance (» P.72, “Sustainability-oriented Management”) }

We have established the Sustainability Committee, reporting directly to the President & CEO, to promote related
initiatives under the supervision of the Board of Directors.

{ Strategies }

Climate change may significantly impact the Group's business activities. Therefore, we have analyzed risks and
opportunities based on two assumed scenarios:

(1) 1.5°C scenario (measures are implemented and temperature rise is curbed)

(2) 4.0°C scenario (effective measures are not implemented and temperature continues to rise)

High  The impact on business is serious and necessitates a business strategy review. ~ Short-term  Until 2026 (final year of the MTMP26)
Medium The impact on business is limited, but future action is necessary. Medium- term  Until 2030 (interim target year for carbon neutrality)

Low  Theimpact on business is minimal. Long-term  Until 2050 (final target year for carbon neutrality)

Penod
Scenarios Impact

[Higher electricity and renewable energy prices] Rising electricity and renewable energy prices increase production

costs. IE
Risks [Carbon tax] Higher carbon taxes increase the tax burden on subsidiaries and affiliates in Japan and abroad. Medium [ ] [ ) [ ]
[Higher development costs and delayed technology development] Delays in technology development lead to Hiah PS °® °®
increased costs, reduced sales, and lower profits. 9
[Mechatronics] Electrification of customer production equipment, energy-saving products, and products integrating Low PS PS PS
electronic and control devices with gear reducers, as well as cryogenic and superconducting technologies (P P.39)
EIl/I]PEZIac)tnﬂcauon of customer production equipment, energy-saving products, and power semiconductor equipment Low PS PS °®
Opportunities '
[L&C] Electrification of construction machinery and logistics systems, and investments in forest resources (P> P43) Medium o [
[E&L] Biomass power generation, energy conversion, energy storage market expansion, and biomass fuel (P> P.45) High [ ] [ )
Risks [Damage to and relocation of manufacturing sites] Costs related to restoring equipment damaged by intensifying High PS °®
natural disasters, and relocating facilities due to rising sea levels, etc.
4.0°C [L&C] Machinery and equipment for disaster recovery Low @
Opportunities
[E&L] Resilient public infrastructure and facilities Medium
{ Risk Management (» P.73, "Risk Management”) }
Climate change risks are managed through the Group's risk management process.
[ Metrics and Targets (» P.48, “Addressing Climate Change Risks") }

By achieving the three targets, we aim to contribute to carbon neutrality.
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Sustainability

Initiatives for Biodiversity Conservation and Natural Cap

In accordance with the SHI Group Environmental Policy, we conduct environmental management activities that support biodiversity.

In line with the recommendations of the TNFD*, we disclose our dependencies and impacts on biodiversity and natural capital.

* The Taskforce on Nature-related Financial Disclosures (TNFD) is a framework for companies and organizations to assess and disclose
information on the impact of their economic activities on the natural environment and biodiversity.

Understanding Our Relationship with Nature Using ENCORE

For each of the key businesses within the four business segments, we analyzed processes related to major raw materials in
procurement activities (upstream), as well as business operations and multiple manufacturing processes considered to

have a significant impact in manufacturing activities (direct operations).

@ Dependencies on nature
The analysis found that nature-related dependencies of the Group's key businesses are generally low.

@ Impacts on nature

Regarding impacts on nature, the Group's key businesses received a “Very High” rating for “Emissions of toxic substances
into soil and water,” as chemical substances and heavy metals released during manufacturing can significantly affect soil
and water quality. We were also evaluated as "High” for the “Emissions of non-GHG air pollutants,” indicating that NOx,
SOx, dust, and other emissions may pose environmental risks. In response, we have decided to conduct an individual

analysis of water-related risks.

Our key businesses’ dependencies and impacts on nature

4 Sustainability

Risk Analysis Using Aqueduct ‘

We assessed water risks at 57 manufacturing sites in

Japan and abroad using Aqueduct, a tool provided by U
the World Resources Institute. “b’ @ N oo
Legend ‘® o

* Manufacturing sites of the SHI Group

O : Countries/regions with particularly high water risks
@ Water risks
Five of our manufacturing sites were evaluated as “Extremely High” for “Overall water risk.” Including two additional high
water-consuming sites in Japan, we conducted individual investigations at a total of seven sites. These seven sites

accounted for 18% of the Group's total water consumption in fiscal 2024.

Results of Individual Investigations of Water Risk and Future Initiatives

Individual investigations into each water risk item found that these seven sites either face minor risks or have implemented

adequate measures. Below are the itemized findings and selected observations.

Dependencies on nature Impacts on nature
. : L Emissions of .
. Tierinthe | Solid waste Sox_l and Water Flood G_Iobal Water | Storm D\st_urba_nces GHG Emissions O.f toxic substances Generation ar_wd Volume of
Segment | Key Businesses f 7 | sediment | o Lo climate c (noise, light, - non-GHG air | . ; release of solid
supply chain |remediation = | purification| mitigation -~ | supply |mitigation emissions into soil and water use
retention regulation etc.) pollutants water waste
Gearmotors, Procurement M L M M VL M M M L L VH L M
Mechatronics gea_r_reducers,
precision control
actuators Manufacturing M L M M VL M M M M H VH L M
Molding machines, | Procurement M L M M VL M M M L L VH L M
medical equipment,
IM semiconductor
manufacturing .
equipment Manufacturing M L M M VL M M M M H VH L M
Procurement M L M M VL M M M L L VH L M
L&C Constryction
machinery
Manufacturing M L M M VL M M M L L VH [ M
Procurement L L M M VL M M M L L M L M
E&L Boilers
Manufacturing L L M M VL M M M L L M L M
Legend

VL: Very Low, L : Low, M : Medium, H : High, VH : Very High

51 Sumitomo Heavy Industries, Ltd. / Integrated Report 2025

Physical risks (quantities) Physical risks (quality) Regulatory and reputational risks
Countries | Site names |Waterstress total| Flood risks | Flood risks | Untreated o . .
waterdemand) | (riverine) (coastal) | wastewater Baivepplisgio Dbl et ezl
Indonesia A A x-0 A A—=O
B X xX—=0
ltaly C ; x=0
J D A A—=0 X =0
apan E A A X
China F X A—=0O A—=0O A—-0O xX—=>0
G X A0 A—-0 A—=O x—->0
Legend

O:Low. A:Medium~High. X :Extremely High
@ Physical risks (quantities): Flood risks (riverine)
Site Ain Indonesia is located approximately 9 km in a straight line from the Citarum River (Aqueduct risk basin), and has an elevation difference
of 80m to 100m from the river. Furthermore, the site lies within an industrial zone equipped with a water discharge system and an artificial lake
designed to manage rainwater after heavy rainfall and prevent flooding. Based on these conditions, the flood risk at this site is considered low.
@ Physical risks (quantities): Flood risks (coastal)
Site D in Japan is 8.5 km from the coast as the crow flies and stands 26m above sea level. According to Chiba City Government’s wind
and inundation hazard maps, the site is outside the expected flood zone, indicating a low flood risk.

Site E in Japan is located in a coastal area, 2.3m-2.6m above sea level. According to Kanagawa Prefecture’s data, the site lies within an
area potentially subject to tidal wave inundation of 0.3m-3m. Breakwaters are installed to the north and south of the premises, and water
bars are fitted at some building entrances. Regular tsunami drills are conducted, demonstrating preparedness to address these risks.

@ Eutrophication
Sites B and C in Italy and Site D in Japan do not have water treatment facilities, but wastewater is discharged into the
sewer system. Given this, eutrophication risks at these sites are considered low.

Site E in Japan discharges wastewater into Tokyo Bay through a water treatment facility. As the bay is subject to total
volume control, automatic monitoring is conducted in accordance with wastewater discharge standards**. Given these
measures, the site is deemed prepared to address eutrophication risks.

** \Wastewater discharge standards pursuant to the Water Pollution Prevention Act and the Kanagawa Prefectural Ordinance on the Preservation of the Living Environment, etc.
@ Sanitation

Sites F and G in China use clean water and are equipped with flush toilets. Wastewater is discharged into the sewer system
via a septic tank, indicating a good hygienic status.

@ Future initiatives

We will continue conducting separate investigations for sites whose “Overall water risk” is evaluated as "High” or below, as

we seek to assess water risks at all manufacturing sites.
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Interview with Gen

Taking the time to understand
each employee is key to
fostering employee engagement.
It also develops our ability to
enhance corporate value.

Senior Vice President and
General Manager of Human Resources Group

Kazutoshi Shiraishi

[Connecting Management Strategies and

Human Resource Strategies]

Q1 Would you tell us how the Human Resources Group
invests in human capital and acquires talent,

especially in the growth areas, to successfully make the ideal

state in 2030 a reality and reform your business portfolio?

A On the basis of the Purpose established in January 2024, the SHI

Group defined its ideal state in 2030 as being “a company that
contributes to an affluent society through core technologies and realizes
CSV." To reach the ideal state, the current Medium-Term Management Plan
2026 sets out the basic policy of “developing a robust entity” based on the
company's four segments. The role of the Human Resources Group is to
acquire and train talent who will work to improve profitability, boost capital
efficiency, and intensify exploration as part of our corporate and segment
strategies. We also play a role in bringing changes to the organization.

To develop a robust entity, the Group has specified four key investment
areas: robotics/automation, semiconductors, advanced medical devices,
and environment/energy. In line with this decision, we have been engaging
in activities that focus more on acquiring talent in these areas. To have
sufficient human resources for our core technologies, which will drive our
growth in key investment areas, we have been actively hiring and allocating
new graduates and mid-career professionals with expertise in core
technologies. As a matter of course, we offer a wealth of educational
opportunities that will lead to personal growth and support in autonomous
career development. As part of our efforts to create supportive physical
environments, we have constructed a new building called “Cs'-Lab+" in
Yokosuka Works for technological research and emergence. (https://www.
shi.co.jp/english/info/2025/6kgpsg0000003s01.html) Additionally, we
plan to achieve the optimal allocation and use of resources within the SHI
Group by cross-training our machinery design engineers, who make up a
good part of the Group's talent. To this end, we offer well-developed
technical training programs, especially in the fields of core technologies, to
facilitate reskilling and cross-training, which involves our employees'

autonomous learning efforts.
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[Talent Management]

Q What are the attributes/requirements that business
leaders are expected to have/meet? Please

describe the principles of talent management of the SHI Group

that encompass expanding a pool of qualified talent and

evaluation and selection processes.

A | believe that the business leaders of the SHI Group are expected
to have insight, the ability to bring change, and leadership. These
leaders should have an in-depth understanding of Sumitomo's business
philosophy and act accordingly because they draw on those three qualities.
Insight is the ability to view the entirety of our business to gain an accurate
picture of present trends, thereby helping us to develop a strategy and
analyze a risk. The ability to bring change refers to the capability to actively
make changes to our business and organization without becoming content
with the status quo while making the best use of management resources to
flexibly adapting to change in the business environment. Leadership is the
ability to involve and lead stakeholders in efforts toward a goal. Needless
to say, a person in a leadership role must have an outstanding personality
and a range of business management knowledge.

To train our employees to acquire the qualities they need to join
management, the SHI Group has provided selective training programs for
27 years. More specifically, we offer a 2-year Sumitomo Heavy Industries
Group Business School for managers and a 1-year Keiei-juku Management
Training for general managers. These two programs are designed to
provide practical training to prospective business leaders selected from
our divisions in meeting challenges. In FY2024, we launched the
Management School , in which managers and assistant managers acquire
the basics of management literacy to create a greater pool of prospective
business leaders. In addition to human resource development through
these training programs, we also conduct assessment to measure the
attributes of our human resources as leadership development through
self-understanding and introspection. We also use this assessment also to
identify talent with the potential to become leaders.

In addition to all these efforts, general managers of the segments,

business divisions, and Head Office divisions meet the Human Resources
Group each year to present the status of their training for prospective
successors to key positions and to discuss the succession plan that includes
future use and allocation to keep the plan consistent. This way, they can
see if talent development has been steadily in progress. The President and
the Human Resources Group also hold similar meetings to discuss key

positions across the Group.

[Career Autonomy]

Q The importance of career autonomy is widely
3 discussed in today's world. What programs or

support measures does the SHI Group offer to encourage its

employees to build their careers autonomously?

A The Group is keenly aware of the importance of career
autonomy. In 2004, the Company adopted a system that allows
each business division and function to recruit new graduates on their
own. This system has continued ever since. We can say that employees
have already taken their first autonomous step when they join a company,
as they have decided on their own to start their careers there. In recent
years, we have also been actively hiring mid-career professionals, who
now make up approximately 60% of the Group's new hires. These
professionals carve out their careers in the SHI Group, drawing on
previous experience and expertise, which we believe is also part of
career autonomy.

The business divisions and functions allocated and trained their new
and mid-career hires in such a way that would enhance their specialized
skills. Then, we have decided to launch new measures at all Group
companies in Japan in FY2025 to advance career autonomy-based talent
management. There are two reasons for this launch. One is that allocating
the right people to the right place has become even more critical across
the Group since the Group's diverse business divisions were reorganized
into four segments in 2023. The other is that there is a growing need of
employees for allocation and training that reflect their career orientation
not only when they join the Company but also throughout their years at
the Company. By advancing talent management that revolves around
career autonomy, we support each employee in fulfilling their autonomy
aspirations, which we hope will lead to greater employee engagement.

We introduce a framework for incorporating individuals' career
orientation into staff reassignment to give details of the measures. This
includes offering well-developed training programs to assist each
employee's career autonomy, setting up career counseling services, and
internal job postings. The key to having more highly autonomous
employees in their careers is to have a management team that
understands the necessity of career autonomy as it manages the
workplace. For this reason, we will also focus on the shift in management
mindset.

We believe that, amid the rapidly changing business environment,

providing settings that enable our employees to draw on their strengths

4 Sustainability

to realize their aspirations will lead to employees' personal growth, new
energy injected into our organization, and greater competitive power of

our businesses.

[Employee Engagement]

Q4 Which areas do you particularly focus on in the employee
engagement survey? How do you implement the

postsurvey actions?

The SHI Group pays close attention to two result indicators that
A are considered to correlate closely with business performance,
namely, “employee engagement” and “environment that brings out the
best in employees.” We regard "employee engagement” as the key
indicator that pertains to human resources and the organization, as it is
directly connected to our corporate value. Since the employee awareness
survey began in FY2016, we have regularly created visual representations
of the organizational states of the 34 business divisions in Japan and the
Head Office divisions.

To improve employee engagement, it is vital that we acknowledge the
gap between the present and ideal states of the organization by studying
the awareness survey results and through dialogues, that we work on
improvements and reforms involving our employees, and that each
employee experiences positive outcomes of these efforts. Hence, in
FY2020, we launched an organizational development initiative called
PRIDE PJ, which aims to foster a culture in which individuals within the
organization think for themselves and take proactive actions for their
organization's growth and improvement. General managers of divisions,
secretariats within the divisions, and human resources work
collaboratively to promote the initiative so that improvements and
reforms based on the results of the divisions' awareness surveys are
steadily moving forward. This initiative is taking root across divisions.
More employees felt that actions were taken following the previous
survey, and the ratio of positive responses to the applicable questions
increased by 7 points. Certain improvements have also been made in the
promotion of diversity and talent training.

Conversely, the ratios of positive responses in the areas of "employee
engagement” and “environment that brings out the best in employees”
remain low. This is a reminder of the need to boost the quality and
quantity of our efforts toward employees' stronger sense of belonging to
their companies and agency. Given this reality, the process review serves
as the occasion when efforts related to the organizational development
initiative are shared and opinions are exchanged starting from this fiscal
year. The participants of the process review are the President, Head
Office senior management, and managers in business divisions, among
others, who meet to discuss various issues facing their divisions.

We will remain committed to actively taking specific actions based on
the awareness survey to steadily improve employee engagement,
thereby moving toward the ideal state in 2030 and continuously

enhancing our corporate value.
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Our Human Resource Strategy

‘ Strengthening the Foundation of Human Resource Development

For the SHI Group to continue providing excellent products and . .
P P 9 P Sustainable growth of business

services and sustaining business growth, it is essential to establish a

virtuous cycle between human resources and organizations. To this end,

we are transitioning to an “environment and culture that fosters mutual

growth and development among people and the organization.” As Autonomy andintaive H Growthand development Dizlogue
. M . . Challenge-taking mindset uman oL " Collaboration

shown on the right, “strengthening the foundation of human resource T resources s Organizations
Development-oriented mindset Workaomfor Co-creation

development” and “enhancing organizational capabilities” are critical
to this transition. At the same time, we must also pursue “workstyle

reforms” and promote the “health and safety of our employees.”
Strengthening the foundation of Enhancement of

Sustainable business growth will only be possible when these elements o -
human resource development ~ organizational capabilities

function organically. With this in mind, we encourage employees to act
autonomously and embrace challenges, fostering an organization built
on co-creation through dialogue and collaboration.

@ Establishment of the Human Resource Development Center

To fully draw out each individual's capabilities, we are focusing on the development of human resources. In January 2024, we established the
Human Resource Development Center to support business divisions in human resource development and launch training programs aimed at
building the skills needed to execute business strategies. Giving top priority to the development of engineers, we are also training instructors who
can efficiently pass down their expertise through on-the-job training, while offering off-the-job sessions to help employees acquire the specialized
technologies required in their roles. Going forward, we plan to expand this initiative to job types beyond engineering.

® Development of Global Talent

As our business continues to expand globally, developing human resources who can make a strong impact on the international stage has become
a key management priority. In response, the SHI Group introduced a training program (global talent program) in fiscal 2024 to accelerate the
development of global talent. Selected individuals from each division are provided opportunities to cultivate a global mindset, gain business
knowledge and skills, and improve their language proficiency. In fiscal 2025, we also launched an overseas trainee program, offering younger
employees opportunities to apply and experience what they learned in the global talent program through hands-on work and life abroad.

Through this series of programs, we intend to enhance both the quality and number of individuals who can succeed in global settings.

® Development of Managers

Developing potential managers is another critical issue, and we are intensifying our efforts in this area. We identify business leader candidates from
each division and offer problem-solving-oriented development programs, including the Sumitomo Heavy Industries Business School (SBS) for
managers and the Keiei-juku Management Training for general managers. In fiscal 2024, we also established the Management School as a preparatory
program for prospective SBS trainees. This initiative offers more employees opportunities to acquire fundamental management literacy. By expanding
the pool of business leader candidates and using assessments to visualize their potential, we promote leadership development through self-awareness
and reflection, while also utilizing data to identify the right individuals for leadership roles.

® Challenge System
We have implemented the Challenge System across the Group to foster a philosophy that encourages employees to take on challenges and to invest
in future products and technologies. This system is designed to give employees a chance to “make their dreams come true.” Employees with a strong
passion for technologies, ideas, or product concepts that could shape the SHI Group's future can propose their own project themes. Successful
applicants pursue these themes as time-limited members of a research center, contributing to higher job satisfaction.

Among the most successful projects are: the world’s first electric energy recovery technology from anaerobically treated wastewater (https://www.
shi.co.jp/info/2021/6kgpsg000000hmk0.html; in Japanese only ) and magnetic-wheeled robots capable of traveling over curved steel surfaces
(https://www.shi.co.jp/english/info/2022/6kgpsq0000003be 1.html).
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Enhancement of Organizational Capabilities

For the SHI Group to achieve sustainable growth, it is essential to enhance our organizational capabilities needed to steadily implement our

business strategies. We are promoting organizational development activities that nurture autonomous individuals and a spirit of taking on

challenges, alongside initiatives that promote diversity.

® PRIDE PJ

Launched in FY 2020, this cross-Group organizational development project aims to foster a “corporate culture where individuals think for

themselves and take proactive actions,” an essential foundation for sustainable growth. To achieve this, we have established promotion offices at

each organization to lead the initiative, with “dialogue” and “collaboration” as its core themes.

® Promoting Diversity

"o

Guided by the SHI Group Diversity Declaration, we are promoting diversity through three main approaches: “raising awareness,” “revising

systems,” and “improving workplace environments.” We respect the unique personalities and attributes of each individual (age, nationality,

birthplace, gender, gender identity and sexual orientation, gender expression, the presence of disabilities, etc.), and strive to create a workplace

environment where all can realize their full potential and work with enthusiasm.

® Empowerment of Women

Recognizing the empowerment of women in the workplace as a key driver of the SHI Group's sustainable growth, we have implemented a

series of programs designed to support the career development of female employees. In more concrete terms, we are intensifying efforts to

develop female managers by conducting diversity training for managerial staff, holding career support interviews with female employees

and their supervisors, and providing access to external training opportunities.

® LGBTQ+ Initiatives

We believe in the importance of respecting differences in gender identity, sexual orientation, and gender expression, and in creating workplaces

where all individuals, including sexual minorities, can thrive in a diverse and inclusive environment. To foster a workplace where LGBTQ+

individuals feel comfortable, we have distributed informational pamphlets aimed at promoting the understanding of these issues, shared

updates through in-house newsletters, and held lectures, training sessions, and other awareness-raising activities. We have also expanded

eligibility for various Group benefit systems. Furthermore, to accommodate transgender and other individuals, we renamed our multipurpose

restrooms to “Restrooms for Everyone” and installed fitting boards for changing clothes, helping to provide gender-inclusive facilities. These

efforts have been recognized with the Gold award, the highest rating of the PRIDE Index, for the second consecutive year, following 2023.

® Employment of Persons with Disabilities

Driven by a sincere desire to be a company where every employee, regardless of disabilities, has their own "WILL (aspirations, intentions)

n
i

shares in the joy of accomplishing major goals with colleagues, and feels a sense of contribution to customers and society, we established

the special subsidiary Sumiju Will Co., Ltd. Our goal is to provide stable workplace environments for persons with disabilities, enabling a

more diverse group of individuals to fully demonstrate their abilities in the workplace.

® Indicators and Targets
The SHI Group has established a range of indicators and targets to
measure organizational diversity.

For recruitment of new graduates, since 2017 we have set a
target of 20% or more for the ratio of women, a goal that we
achieved for the cohort joining in April 2025. This proactive
approach to recruiting women has gradually increased gender
diversity across the Group. Also, the ratios of female managers,
mid-career hires in managerial positions, and foreign employees
are all on the increase. We will continue building an organization

rich in diversity.

Indicators

Targets

Results (FY2024)

Ratio of newly
employed women

Ratio of women among
new graduate hires: 20% or
more (non-consolidated)

Non-consolidated: 24.1%

Number of female
directors

2

2

Ratio of female
managers

January 2027
Consolidated in Japan: 3.7%
Non-consolidated: over 5.0%

January 2025
Consolidated in Japan: 2.5%
Non-consolidated: 3.3%

Ratio of mid-career hires
among managers

January 2027
Non-consolidated: 30% or
over

Non-consolidated: 25.5%

Ratio of foreign employees
among managers

January 2027
1.4%

Non-consolidated: 0.3%

Ratio of male employees
taking childcare leave

Consolidated in Japan: 100%
Non-consolidated: 100%

Consolidated in Japan: 88.8%
Non-consolidated: 98.9%
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® Revision of HR Systems

As part of our efforts to foster an environment and corporate culture where individuals and the organization grow and prosper together, we are updating our
HR systems based on three core policies: 1) encouraging proactive behavior from employees, 2) promoting the success of diverse talent, and 3) rewarding
roles, duties, and achievements. Specifically, these revisions include changes to our personnel, salary, and retirement systems. One key initiative in this regard
is the introduction of the Plus Career System, which allows employees to take on side jobs under certain conditions. This supports self-fulfillment, autonomous
career development, and innovation that contributes to their primary roles. Additionally, we have expanded internal fringe benefits to include same-sex

partners of LGBTQ+ employees. Moving forward, we will continue to enhance systems that contribute to employee satisfaction and engagement.

Workstyle Reforms

We believe that achieving both comfort and motivation in the workplace is essential for each and every employee to fully demonstrate their unique
personalities and capabilities. To support this, we are developing and implementing various systems that support efficient workstyles and accommodate
employees’' needs related to childcare, nursing care, and self-directed activities.
¢ Flexible work hours and teleworking
We aim to support work-life balance and boost productivity through flexible, autonomous workstyles that allow employees to work anytime, anywhere.
¢ Promoting the use of annual paid vacations and accrued leave
We offer more annual paid leave days than legally required. Unused paid leave can be carried forward as accrued leave and used for purposes
such as fertility treatment, childcare, nursing care, volunteer activities, etc.
* Promoting the use of childcare leave among males
In fiscal 2024, 14 companies in the SHI Group achieved a 100% childcare leave utilization rate among male employees. This success was driven by a series of
initiatives: a company-wide declaration by the President calling for all male employees to use the childcare leave, efforts to encourage target employees and
their supervisors to take the leave, events promoting leave-taking, and sharing experiences and insights from those who have already taken the childcare
leave. Through these efforts, we will continue working to foster a workplace culture where taking childcare leave is fully supported and encouraged.

Employee Health and Safety

For the sustainable growth of the SHI Group, we believe it is essential to establish a robust health management system and improve the workplace environment so that
every employee can continue working while maintaining their physical and mental well-being. In line with this belief, we have established the SHI Group's Declaration
on Health Promotion. With the President and CEO serving as the Chief Health Manager, we are promoting a range of health support initiatives, including data health,
collaborative health, mental health care, women's health care, and oncology-related support. Furthermore, to ensure the safety and security of everyone involved in the
Group's business activities, we have drawn up the SHI Group Basic Safety and Health Philosophy, aimed at creating workplaces where everyone can work with a smile.
As aresult of our efforts to further enhance employee health, we have been continuously recognized as a Certified Health & Productivity Management Outstanding
Organization (large enterprise category) by the Ministry of Economy, Trade and Industry and the Nippon Kenko Kaigi (Japan Health Conference) since 2021. For more
information on the SHI Group Health Declaration, please visit our corporate website at https://www.shi.co,jp/english/csr/employee/health/index.html.
* Initiatives in data-based health and collaborative health
In collaboration with the health insurance association, we have formulated a plan to create healthier workplaces using existing data such as the
results of regular health checkups and treatment status. Based on this plan, we are promoting health support measures for all employees.
* Promotion of mental health measures
We conduct regular stress check tests, followed by interviews based on the results. In addition, we provide individual mental health follow-up
support and offer training, etc., at each business site through both our internal occupational health staff and external support programs.
* Prevention of health hazards from harmful environments
In response to revisions in the Industrial Safety and Health Act, we are proactively managing chemical substances and promoting initiatives to prevent health
hazards in high-risk work environments. Additionally, we ensure thorough special health examinations to accurately monitor the health status of relevant employees.
* Making Safety our Top Priority - “Creating a Safe and Secure Workplace”
The SHI Group has adopted the SHI Group Basic Safety and Health Philosophy as its guiding policy on occupational safety and health. We are committed to
ensuring the safety and well-being of all subcontractors, both on and off our premises, as well as other affiliated personnel. Occupational safety and health is a
critical issue for both employees and the company. To address this, we have established the Central Committee on Safety and Health, chaired by the officer in
charge of the Human Resources Group, to regularly discuss basic policies and relevant measures. In 2024, we formulated the 5th Medium-Term Action Plan and
are actively advancing initiatives in line with this plan. For more information on the SHI Group Basic Safety and Health Philosophy, visit our corporate website at

https://www.shi.co.jp/english/csr/employee/safety/index.html.
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Human Rights

Due to the advancement of business globalization, we have a stronger awareness than ever of the importance of
respecting human rights throughout the value chain and are enhancing our efforts to respect human rights as a Group.

[ Human Rights Policy and Human Rights Management Structure

In February 2023, we formulated the Human Rights Policy for the Sumitomo Heavy Industries Group based on a
resolution passed by the Board of Directors.
https://www.shi.co.jp/english/csr/social/humanrights/index.html

Our efforts to respect human rights are supervised by the Board of Directors, and our Senior Vice President and
General Manager of the Corporate Planning Group is in charge of promoting such efforts. The status of these efforts is
discussed at meetings of the Sustainability Committee, and the details of these discussions are regularly reported on at
meetings of the Board of Directors (twice per year). We launched a company-wide human rights risk project and are

pursuing initiatives aimed at respecting human rights based on the action plans determined in this project.

Human Rights Due Diligence

As part of our efforts to identify, prevent, and reduce adverse effects on human rights based on the UN’s Guiding
Principles on Business and Human Rights, we are implementing efforts at multiple priority levels, with a focus on high-
risk areas.

<Risk identification process>

The SHI Group has established global supply chains and manufacturing sites across the globe. To protect workers'

human rights from a global perspective, we have defined and identified relevant human rights risks.

Human rights due diligence approaches

Initiatives Results and challenges

Work environment surveys . In 2024, we conducted work environment surveys with employees at Japanese suppliers (8 companies), employees at

We conduct work environment surveys covering S0 an overseas bases (1 base in Indonesia and 2 bases in Vietnam), and employees at overseas suppliers (10 companies).
workers in the SHI Group's supply chain in == = No serious issues were identified that posed a threat to human life or required immediate protective action. However, an
collaboration with The Global Alliance for employment contract clause requiring employees to continue working after returning from overseas assignments was
Sustainable Supply Chain (called ASSC below). discovered. As a result, relevant SHI Group factories deleted the provision and initiated a review to ensure proper correction.

In 2024, human rights due diligence was conducted at Chiba Works and Ehime Works, two of our major

Respecting the human rights of subcontractors and temporary workers | Manufacturing sites. o ) '
- (?ur pregmises 9 porary Ratio of memoranda of understanding signed with temporary employment agencies (100%)*!

: it 0/ \k2
We assign priorities and take action to obtain human rights pledges from on- 5\7“0 of p!ed,Qe? reFewed f";m subcont{)acto;s (%hmG , les and | deri h
site subcontractors and to sign memoranda of understanding with temporary e are prioritizing improved coverage based on the Group's net sales and are currently considering measures sud

) ; as integrating this into the existing audit system.
employment agencies to ensure respect for human rights. T PV g o

*2 Target implementation ratio based on net sales: 80% (Current cumulative total as of December 2024: 56.3%)

Past initiatives: https://www.shi.co.jp/english/csr/social/humanrights/index.html

Participation in the UN Global Compact G¥ALCo,
O g %
In January 2025, the SHI Group declared its support for the initiative. Taking this opportunity, we will 5 -‘\]E‘,
work together with our stakeholders to further strengthen responses in line with global standards, \\‘\ ’1’4
fulfilling our role as a responsible member of the international community. "}%""’
[ Human Rights Consultation Service (Grievance Mechanisms) J

We have established a dedicated consultation service for suppliers on the SHI website that affiliated personnel across
the supply chain can use. We are preparing ways to provide relief through suitable processes and information
management while placing the protection of consulting parties and whistleblowers as a top priority.

[ Employee Training J

We are continually conducting training and awareness-raising activities on human rights, including level-specific
training, e-learning, videos from the President and CEO, and company newsletters. Through these efforts, we strive to
raise employee awareness based on an understanding of global human rights issues.
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Responsible Procurement

As our Group expands globally, we are not only focused on cost, quality, and timely delivery but also on reducing ESG

risks throughout our supply chain. We strive to cultivate mutually beneficial and sound relationships with our suppliers.
We conduct our business in an open, fair, and transparent manner while working closely with our suppliers on

sustainability issue based on our philosophy respecting human rights, compliance, and environmental conservation.

Through these efforts, we are advancing responsible procurement practices throughout our supply chain.

(SHI Group CSR Procurement Guidelines: https://www.shi.co.jp/english/csr/social/supplychain/pdf/CSR_Guidelines.pdf)

Surveys of Potentially High-Risk Suppliers in Japan

As a central action for building a sustainable supply chain, which is one of our material issues of sustainability, we are
taking initiatives to respect the human rights of foreign workers, who are more prone to human rights violation. We have
designated 24 suppliers based on the number of foreign workers they employ and their net sales proportions to our

Group, labeling them as “potential high-risk suppliers.” Our goal by 2026 is to conduct on-site Number of suppliers surveyed

audits for all these suppliers and implement corrective measures if needed. FY2023 7
In fiscal 2024, we audited eight companies and confirmed that no serious issues were Y2024 3
identified that posed a threat to human life or required immediate protective action. At the
. . . . R . FY2025 (plan) 5
same time, we recommended improvements in occupational safety and health, including the
FY2026 (plan) 4

proper use of personal protective equipment and clear display of evacuation routes.

Survey of Overseas Suppliers

Overseas, we conduct surveys of our suppliers located in regions where the SHI Group operates factories and other
business sites, based on the risk analysis from our global

supply chain human rights risk project. To date, no Surveys conducted thus far
serious issues posing a threat to human life or requiring FY2023 The Philippines 1
immediate protective action have been identified. Indonesia )

However, we have encouraged suppliers to make Vietnam 3

improvements in occupational safety and health where FY2024 e 4
. . . South Korea 4
caution is warranted. Some of these overseas supplier -

Finland 1

surveys are conducted in collaboration with NGOs.

[ Seeking Cooperation from Tier2 Suppliers }

Regarding the human rights violation that occurred in one of our suppliers, the SHI Group engaged the Tier2 supplier
through Tier1 suppliers, organizing periodic dialogues for improvement in line with our Human Rights Policy.

[ Responsible Mineral Procurement J

In September 2024, the SHI Group revised its Responsible Minerals Procurement Policy. In accordance with this policy,
we identify and assess risks by referencing the “OECD Due Diligence Guidance for Responsible Supply Chains of
Minerals from Conflict-Affected and High-Risk Areas” issued by the Organisation for Economic Co-operation and
Development, ensuring responsible minerals procurement is upheld throughout our supply chain.

(Responsible Minerals Procurement Policy: https://www.shi.co.jp/english/csr/dialogue/pdf/Responsible_Minerals_
Procurement_Policy_en.pdf)

Collaboration with External Organizations éfo?ONS'QS’(
<
In November 2024, the Company joined the Responsible Minerals Initiative (RMI), an international _S; b
initiative leading efforts in responsible mineral procurement. In collaboration with external ’,7:'_ /.?:
organizations, the Company aims to establish a transparent and responsible procurement process f{,} ,Q‘?‘
throughout the entire supply chain. 4£S ‘ \\\\\
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4 Sustainability

Stakeholder Engagement

To fulfill our Group's PURPOSE of “enhancing society and those within it with compassion,” we recognize the importance
of collaboration and communication with all relevant stakeholders. In addition to incorporating the views of society into
our management through ongoing cooperation and dialogue with stakeholders, we also strive to foster greater
understanding and confidence in our Group through appropriate information disclosure.

Status Of Engagement * Numbers are for FY2024.

Customers We strive to keep abreast of the needs of our customers through our day-to-day sales activities.
We strive to build lasting relationships of trust by actively addressing customer issues and requests.

We are committed to maintaining and improving market confidence in our company through general meetings of shareholders, IR activities, and timely
disclosure.
EGS meetings: 11 times, IR meetings: 200 times (including 13 meetings in Japan and 33 overseas attended by CEO and/or CFO)

Shareholders and
investors

We make every effort to build robust relationships with our business partners through information sessions and CSR surveys, in addition to our day-to-day

Suppliers interactions.
CSR procurement information sessions: 5 times (hosted by the Purchasing Department)
Filovees We promote communication with employees through various channels, including the company newsletter (4 issues), Intranet, employee engagement surveys
ploy (once), labor union engagements (102 times), and our Ethics Hotline (253 reports).

Local communities and Under the Sumitomo Heavy Industries Group's policy for CSR Activities, we collaborate with local communities and participate in CSR activities to better
NGOs / NPO understand and address societal challenges. We also promote public awareness of the SHI Group through advertising and information dissemination to foster
S S stronger community relationships.

Coexistence and Co-prosperity with Local Communities

With our business sites located around the world, the SHI Group recognizes the importance of building relationships of

trust with local communities. As such, we have identified our emphasis on coexistence and co-prosperity with local
communities as one of the material issues of sustainability.

We strive to contribute to the development of a sustainable society through initiatives such as education of the next
generation, exchange and mutual understanding with local communities, and social contribution through our business
activities.

o] d[e ;M Promoting STEAM Education through the “School for a Compassionate Future” Workshop

Date: September 21 and 22, 2024
Place: Ehime Prefectural Science Museum (Niihama, Ehime Prefecture)
Participants: 80 elementary school (Grades 1-6) students in Ehime Prefecture

Outline: In response to the recent mandate for programming education at elementary and junior high
schools, there is a growing emphasis on “thinking and creating.” As we commit to coexist and co-
prosper with local communities as part of our initiatives towards material issues of sustainability, the
SHI Group launched the School for a Compassionate Future STEAM workshop in 2023 to contribute
to society through next-generation education leveraging our resources.

The hands-on workshops inviting children to freely select materials and to create their own projects
make a good introduction to STEAM education. Each session has sparked numerous ideas and
designs from the participants. Furthermore, this initiative has been positively received and has
helped enhance the SHI Group's reputation.

In order to contribute to the further spread of STEAM education in local communities and society*,
we plan to continue this workshop in 2025.

* A 2024 company survey found that the STEAM education penetration rate remains below 20%, highlighting the need to broaden its reach.

BeLL

R L >
$ : 1 -
| |
4— x MPELUES /0¥ B
- Covered by the media

IOS;P;OOI for a Compassionate Future fiﬁﬂﬁﬁlﬁ G}STEAMnﬁtB? (e
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Interviews with Outside Director

“Convince outside directors if you
need to persuade investors.”

This awareness has taken root,
with data-based reporting and
constructive discussions becoming
standard at Board of Directors
meetings.

Independent Outside Director and Member of
the Nomination and Remuneration Committee

Susumu Takahashi

Would you tell us what you think of SHI's

Q1 efforts toward the long-term vision and the
progress the company has been making?

To achieve our long-term vision, SHI has been identifying
A material issues of sustainability and working to resolve
them. Take climate change, for example. SHI believes that helping
achieve carbon neutrality through its products and services will
lead to new business opportunities. However, | feel that there are
some areas where these efforts have not been adequately
communicated to those outside the company. | think that SHI
must disclose its sustainability-related information more
elaborately if it seeks to be rated fairly by capital markets.

During discussions at Board of Directors meetings, | have
always emphasized the importance of a DX strategy in particular.
Innovation is essential to differentiation of products and services.
Our DX staff is fundamental to it, and so DX talent training is the
key to actualizing the long-term vision. For this reason, the Board
of Directors constantly reviews the progress in carrying out the
human resource strategy that is based on the Medium-Term
Management Plan, with the focus on critical themes such as DX
talent training, diversity that includes women's career
advancement, and greater employee engagement. Moreover, the
Remuneration Committee considers including the goals and
outcomes of efforts to tackle the material issues of sustainability
in an assessment of the performance-linked officers’
remuneration.

The Medium-Term Management Plan 2026

Q2 was revised in its first year. What discussion
did the Board of Directors have?

The reason we revised our Medium-Term Management
A Plan is because we have come to the conclusion that the
decline in profitability is due not only to cyclical factors such as the
slow recovery of the semiconductor market but also to deeper
structural issues facing SHI. We decided that SHI should undergo a
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fundamental change from a medium-term perspective in order to
do something about these structural factors. As a show of our
commitment, we revised the medium-term plan. There is now a
much stronger sense of crisis shared between management and
outside directors than there was when the initial plan was
formulated. At Board of Directors meetings, | ensure to ask
executives to report on the progress of reforms based not only on
qualitative explanations but also on quantitative data. | have always
told the Board that they have to be able to convince outside
directors if they must persuade investors. With this awareness
taking root, quantitative reporting and constructive discussions are
becoming the norm at the meetings.

Q Please tell us about the discussions at the
3 Selection and Nomination Committee and
your own thoughts regarding the selection and
evaluation of management.

| believe that the Selection and Nomination Committee
A should not only discuss who will be the successor to the
President but also be actively involved in planning to train
prospective directors and vice presidents. We have adopted a
segment system and are currently working on delegating
authority to the General Managers of the segments. We ask these
General Managers to act from a broad perspective while focusing
on partial optimization, considering that they may manage the
whole of the SHI Group in the future. The term of office of a
President or Director must be judged carefully, taking into
account their performance evaluation during their term and the
status of successor training. | also believe that to ensure a highly
transparent process that can be presented outside the company,
we should have more in-depth discussions about the selection of
potential successors to outside directors. This is my personal
opinion, but | think that we probably must consider revisiting the
organizational design in the future to enhance the functions of the
Selection and Nomination Committee.

Would you tell us what the Board of Directors

Q1 are discussing and examining in relation to
business portfolio reformation?

For business areas where market growth is not
A expected and capital efficiency is low, redeveloping
strategies and restructuring are essential. | advise the
executives that they discuss the possibility of forming an
alliance with other companies and of scaling down or
shutting down businesses, if there is no long-term vision of
those businesses. To improve ROE, it is imperative to rebuild
the PTC, plastics machinery, and excavator businesses
where the invested capital is sizeable but the profitability is
low. We have set a clear ROIC target level for these
businesses and are constantly reviewing their profitability.
For the PTC and plastics machinery businesses that suffer
low profitability, SHI has ceased the production of
unprofitable models in Japan to dramatically limit the
number of models produced. The Board of Directors
intends to review and verify the progress of these structural
reforms. It is vital to redevelop the strategies for low-profit
businesses and to speed up resource shifts to businesses in
the four key investment areas that we consider to be
growing fields.

Qz As for SHI's share price, the PBR is below 1.
What does the Board of Directors discuss

regarding this valuation?

We share with the management team a keen sense of

crisis in the current situation where PBR hovers below
1. SHI must urgently review its business structure to improve
ROE and act to raise the growth potential. | also believe that
SHI should publicize more persuasively about the
possibilities that lie ahead in the businesses that it views as
growing, including the semiconductor production
equipment business. This would also work well for the
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We share with the management team
a keen sense of crisis in the current
situation where PBR is below 1.

SHI urgently must review its business
structure to improve ROE and act to
raise our growth potential.

Independent Outside Director and Chair of
the Nomination and Remuneration Committee

Akio Hamaji

company'’s information disclosure.

Another issue is that the investments made for growth
have not produced satisfactory outcomes. For example, by
acquiring Lafert, SHI hoped to establish synergy between its
gear reducers and Lafert's motor technology, yet no
outcomes were achieved in the short term because of
differences in specifications. In the international acquisition
projects, we also learned that leaving everything to local
management would prevent the Head Office’s policy from
permeating and result in delays in structural changes. In the
coming years, the business divisions should take the lead in
reforms to firmly establish synergy creation in the areas of
products and services.

| also see the need to explore the means of improving
ROE in terms of financial strategies, such as revisiting the
capital structure and using financial leverage.

Please tell us about the discussions at the

Q3 Selection and Nomination Committee and
your own thoughts regarding the selection and
evaluation of management.

The Selection and Nomination Committee continually

discusses the process of selecting CEO, directors, and
auditors. In 2024, the committee asked outside officers for
their opinions about the attributes expected in CEO.
Consequently, the Selection and Nomination Committee
now has the shared awareness that CEO should be equipped
with excellent communication skills required to interact with
internal and external stakeholders, besides the ability to
carry out reforms, leadership, and foresight. These attributes
will be used as criteria when selecting future CEOs.

As for the current management team, | believe it has the
critical duty of recovering and ensuring as soon as possible,
the profitability of the flagship businesses that goes above
capital costs.
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Interviews with Outside Directo

To thrive in the DX era, the SHI Group must
further concentrate its knowledge on
SHICuTe —its common infrastructure platform—
and evolve it into a data platform that meets
today’s needs, driven by both IP management

and technological strength.

Independent Outsie Director and Member of
the Nomination and Remuneration Committee

Sumie Morita

Q1 There is growing need for management

strategies interlocked with human resource

strategies to be implemented globally. Would you tell us
about the outcomes that have been achieved and the issues
to address so that we will realize the “ideal state in 2030"?

The SHI Group has defined its ideal state in 2030 as “a
A company that contributes to an affluent society through
core technologies and realizes CSV." To reach this state, we have
had a series of discussions at long-term strategy meetings and
promoted specific efforts. For example, the Group has adopted a
four-segment system to establish stronger governance. It has also
clearly set the key investment areas, developed a company-wide
portfolio strategy, carried out "selection and concentration,” and
planned and reviewed measures concerning the organizational
structure, among others, to gradually move from discussion to
implementation.

The Group should visualize its management strategies and must
have them firmly interlocked with its human resource strategies and
swiftly carry them out across the globe. | personally believe that the
Group especially and urgently should train staff for digitalization
and make effective use of talent with considerable international
experience. Having pools of these employees and assigning them
strategically should work well. Moreover, to create shared value
(CSV), stronger touch points with end users and offer solutions
should be established, internally and externally, throughout each
product cycle. To this end, | think a platform for using data must be
established.

What do you think of the SHI Group’s
Q intellectual property strategy and the change
of business model through DX?
The intellectual property strategy was conventionally a reactive
A one. With DX making progress, it has become increasingly
proactive. Considering that it has become essential to protect and
effectively use intangible assets particularly, including data, algorithms,
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and service models, intellectual property must be incorporated as part
of a dynamic business model. SHI started working on the common
infrastructure platform “SHICuTe" relatively early. Today, the company
has an established process for offering high value-added solutions to
customers through a remote monitoring function. The key to the SHI
Group's further success in the age of DX is to concentrate the Group's
knowledge on SHICuTe, so that intellectual property management
combined with technological capability will facilitate the evolution of
this platform into a data platform that will meet contemporary needs. |
hope that SHICuTe will function as the core of the business model
change through the analysis of collected data coupled with a cycle of

new value creation generated from the analysis.

03 Regarding the selection and training of
management for the next generation, please

tell us what exactly the Selection and Nomination
Committee discusses and what you think.

During FY2024, the Selection and Nomination Committee not
A only met more often than before and discussed the selection
process but also listed the names of specific individuals who would be
candidates for top management positions of the next generation and
who would be included in management training as part of its intense
discussions. The committee also attempts to ensure that all its members
have a shared understanding of what attributes are required in
management. With those attributes in mind, | also believe that leaders
who are capable of viewing the whole group in such a way that
transcends the segments and developing a clear long-term vision
should head the company in this age of uncertainty. Our management
should become more diverse by removing age limits applied to
promotion or advancement and actively appointing younger talent with
a wide range of backgrounds regardless of gender and nationality.
Hence, | think that we should create more training opportunities and
foster a culture in which diversity is respected as we review internal
rules and systems. From this perspective, the Selection and Nomination
Committee should discuss specific approaches it could steadily take.

What would you say is the ideal state of the

Q1 SHI Group’s Board of Directors and your role
as an outside director?

Among the issues that became clear as a result of the
A Evaluation of Effectiveness of the Board of Directors
conducted over the last years were that: items on the board
meeting agenda are too detailed and there are too many items
on the agenda. The majority of the board members maintain that
each board meeting should spend more time on medium- to
long-term critical topics, such as the selection and concentration
of the company's business portfolio. It also became clear that the
officers have different views on the definition of the monitoring
board. The transition to the monitoring board necessitates a
business plan and KPlIs that are detailed enough to support it.
This topic should be included in the renewed discussions about
the functions of the Board of Directors.

Outside directors are expected to raise issues from their
different perspectives to enhance the quality of discussions,
rather than to offer technical advice. | hope to help improve the
effectiveness of the Board of Directors by playing that role
myself, too.

Q Would you tell us issues and your opinions, if any,

regarding oversight function that the Board of
Directors should provide in terms of the risk management
framework and internal control across the Group?

During FY2024, a subsidiary was found to have violated

A the Antimonopoly Act and the Subcontract Act. It was
such a regrettable incident. One of the challenges of SHI in
terms of risk management is that, because company’s business
areas are so diverse, it is difficult to roll out countermeasures to
a problem that arises in one business to the entire group. This is
because each product uses a different business model than the
others in the same segment, which means the company has
different considerations in light of the Antimonopoly Act. Under

Corporate
Governance

terviews with Outside Directors

The transition to the monitoring
board necessitates a business plan
and KPIs that are detailed enough
to support it. This topic should be
included in the renewed discussions
about the functions of the Board of
Directors.

Independent Outside Director and Member of
the Nomination and Remuneration Committee

Yaeko Hodaka

these circumstances, starting from this fiscal year, SHI identifies
the types of each business division’s risks so that it evaluates
the risks to see if they are high or low. If any of the divisions are
judged to face high risks, the company provides technical
training in managing risks specific to these divisions, besides
regular education on the Antimonopoly Act. | hope that this
initiative will facilitate the development and establishment of
more effective risk management framework aligned with the
diverse business characteristics of SHI.

What has the Remuneration Committee

Q discussed in connection with the performance
evaluations of CEO and vice presidents and the incentive
design for officers’ remuneration leading to greater
corporate value? What is your opinion about this?

The conventional remuneration structure had four issues
A in its design: (1) In terms of its composition, the ratio of
basic remuneration was extremely high, while that of
performance-linked and stock-based remuneration is low. (2)
Regarding annual bonuses, no objective evaluation linked to
targets was conducted. (3) Stock-based remuneration granted
is not linked to performance. (4) Targets of performance
evaluation did not include nonfinancial indicators.

To resolve these issues, the Remuneration Committee met
more frequently in FY2024 to redesign the remuneration
structure, incorporating advice offered by external
professionals. The transition to the new system was scheduled
for this fiscal year. However, considering the company's
current weak performance, it has been deferred because the
levels of remuneration would be considerably higher than
those in the last year. | personally find it very regrettable that
the transition to the new system had to be postponed. To keep
raising the corporate value of SHI, | believe that incentive
remuneration that rewards the management team for their
achievement must be introduced.
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Corporate Governance System

We have adopted the form of a company with a board of corporate auditors. To enhance the transparency and fairness of
management within the framework, we make sure that one-third of the board members are outside directors. We also have
in place the Selection and Nomination Committee and the Remuneration Committee, where outside directors comprise the
majority, to ensure a rigorous supervisory function. We have introduced an executive officer system as part of the above

framework, and we keep the business execution function and supervisory function separate in terms of our management.

Co rpo rate Governance System Chart Note: The numbers highlighted in orange are the numbers of times the boards/committees met during FY2024.

General Meeting of Shareholders

Corporate Auditors / Board of Corporate Auditors (15 -

5 corporate auditors out of which 3 are outside corporate auditors
(including 1 female auditor)

Selection and Nomination

Committee & Board of Directors (15

11 directors out of which 4 are outside

Remuneration directors (including 2 female directors)

Committee @D
Supervisel Audit \; Corporate

Auditor's =

President and CEO Department g

@

=

a . o

Corporate Management Committee @) — Group Committees Audit ]

- Sustainability Committee @20 =

. . . . - Risk Management Committee @< s

Executive & Operating Officers Meeting €2 — _Comp"amg ES - > | %—

‘ Internal ‘ Internal ‘ ‘ Cor!’orate
| | Auditing Internal Control Control . L Auditors at
r;\te:;-‘: Control Dept. Each Division Support Operation Divisions ) Subsidiaries
udy : Audit
(Head Office) AT o " and
Department Business Divisions ~ Subsidiaries and Affliates e
P Internal Auditing Affiliates
L] L]
Directors, Corporate Auditors,and Execut

Board of Directors (As of March 28, 2025)

o [ 'S
P D -l >
Tetsuya Okamura Shinji Shimomura Eiji Kojima
Representative Director, Chairman of the Board Representative Director, President and CEO Representative Director, Executive Vice President
1980 Joined the Company 1982 Joined the Company 1984 Joined the Company
2022 Representative Director, Chairman of the Board 2019 Representative Director, President and CEO 2022 Representative Director, Executive Vice Presidentd

-z ol 1A

Kazuo Hiraoka Toshihiko Chijiiwa Toshiro Watanabe Tatsuro Araki

Director, Executive Vice President Director, Executive Vice President Director, Executive Vice Presidentand CFO  Director, Executive Vice President
1985 Joined the Company 1984 Joined the Company 1986 Joined the Company 1986 Joined the Company

2020 Director, Executive Vice President 2022 Director, Executive Vice President 2024 Director, Executive Vice Presidentand CFO 2024 Director and Executive Vice President
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Overview of the Bodies Inside officers Outside officers
" ’ Selection and Nomination ; .
Body Board of Directors Board of Corporate Auditors Commi Remuneration Committee
ommittee

Composition

7 inside + 4 outside 2 inside + 3 outside 2 inside+ 4 outside 2 inside + 4 outside
Ratio of
outsideI officers 36% 60% 67% 67%
Chaired by Chairman of the Board Standing corporate auditor Outside director Outside director
. Corporate Auditor's
Secretariat Corporate Legal Department Department Human Resources Group Human Resources Group

Corporate Management Committee [Chair] President  [Membership] 9 (primarily directors appointed by the President)

Executive & Operating Officers Meeting [Chair] President [Membership] 39 (directors, corporate auditors, vice presidents, executive & operating officers of
the SHI Group's operation divisions, etc.)

Sustainability Committee [Chair] President [Membership] 12 (vice presidents in charge of Head Office, heads of the segments, General
Manager of the Sustainability Department of the Corporate Planning Group)
[Observers] 2 (standing corporate auditors)

Risk Management Committee [Chair] President [Membership] 16 (vice presidents in charge of Head Office and General Managers at Head Office)
[Observers] 3 (standing corporate auditors and General Manager of the Internal Audit Department)
Compliance Committee [Chair] President [Membership] 16 (vice presidents in charge of Head Office and General Managers at Head Office)

[Observers] 3 (standing corporate auditors and General Manager of the Internal Audit Department)

/ l.&. )
JE

‘f‘rf ‘;E: -

/ 4

; 4 1R

Susumu Takahashi Akio Hamayji Sumie Morita Yaeko Hodaka

Outside Director Outside Director Outside Director Outside Director

2014 Outside Director of the Company 2020 Outside Director of the Company 2023 Outside Director of the Company 2024 Outside Director of the Company
Corporate Auditors (As of March 28, 2025)

A g .
Hideo Suzuki Shoji Uchida Masaichi Nakamura Mio Minaki Hajime Watanabe
Standing Corporate Auditor Standing Corporate Auditor Outside Corporate Auditor Outside Corporate Auditor Outside Corporate Auditor

1982 Joined the Company 1981 Joined the Company 2017 Outside Corporate Auditorof 2024 Outside Corporate Auditor of 2025 Outside Corporate Auditor of
2022 Standing Corporate Auditor 2023 Standing Corporate Auditor the Company the Company the Company
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Necessary Attributes of the Board of Directors / Composition of Each Committee in 2025

Corporate
Governance

Areas of expected expertise and contributions Selection ¢ . Y Attend RPN .
. orporate isf . endance at Meetings of the Board of Directors
- . and Remuneration Compliance ; Tenure
Current position Corporate Ia%ﬁl ﬁfafﬂ'c": I/ ESG/ Business Strategy Technology /IT/ Finance / Nomination [ Committee hl::anaggment Management | ¢, ittee grca |°f Corlpofrate Lok (Years)*
Management | p. i Mapnagement Sustainability |  /Marketing Production Accounting Committee oitice Committee (Actual results for FY2024)
Representative Director, = ) ) . o 6 yearsand
Tetsuya Okamura | 7 o o 'I‘ O O O O Meetings of the Board of Directors: 15/15 (100%) O months | Tetsuya Okamura
i op s Representative Director, - ) . . 8 yearsand i e ops
Shinji Shimomura | 52 CFO 'I‘ O O O O O O O © (@) © © (@) Meetings of the Board of Directors: 15/15 (100%) 9 months | Shinji Shimomura
]
Eiji Kojima Representative Director ,I‘ O @) O O O O O (@) O Meetings of the Board of Directors: 15/15 (100%) 79y$na<;§1tat?sd Eiji Kojima
(]
Kazuo Hiraoka Director 'I‘ O O O O O Meetings of the Board of Directors: 15/15 (100%) 49ys1a0r;‘ihnsd Kazuo Hiraoka
- ) = ) ' 2 yearsand - @
Toshihiko Chijiiwa | Director 'I‘ O O O O O O O Meetings of the Board of Directors: 15/15 (100%) O months | 10shihiko Chijiiwa '8
S
o o
Toshiro Watanabe | Director |I| O O O O O O O Meetings of the Board of Directors: 15/15 (100%) zqyfr?;fhnsd Toshiro Watanabe &
. @
Tatsuro Araki Director |I| O O O O Meetings of the Board of Directors: 15/15 (100%) 2years | Tatsuro Araki g
]
Susumu Takahashi | Outside Director |I| O O O @) O O O Meetings of the Board of Directors: 15/15 (100%) 123:22:1}3]2(1 Susumu Takahashi
]
Akio Hamaji Outside Director 'I‘ O O (@) O O (@) (@) © (@) Meetings of the Board of Directors: 15/15 (100%) 49yrena(:§1'?hnsd Akio Hamaji
Sumie Morita Outside Director O O O O O O Meetings of the Board of Directors: 15/15 (100%) 2years | Sumie Morita
Yaeko Hodaka Outside Director O O O O O O Meetings of the Board of Directors: 15/14 (93%) Tyear | Yaeko Hodaka
. . . N = Meetings of the Board of Directors: 15/15 (100%) . . .
Hideo Suzuki Standing Corporate Auditor 'I‘ O O O O O Meetings of the Board of Corporate Auditors: 15/15 (100%) Hideo Suzuki
o .. . . 5 2 Meetings of the Board of Directors: 15/15 (100%) o . . o
5 Shoji Uchida Standing Corporate Auditor 'I‘ O O O O O Meetings of the Board of Corporate Auditors: 15/15 (100%) Shoji Uchida s
o o
s P . " - Meetings of the Board of Directors: 15/15 (100%) - on s
5 Masaichi Nakamura | Outside Corporate Auditor ‘I| O O @) O Meetings of the Board of Corporate Auditors: 15/15 (100%) Masaichi Nakamura s
E, Meetings of the Board of Directors: 11/11(100%) E.
S Mio Minaki Outside Corporate Auditor O O O Meetings of the Board of Corporate Auditors: 11/11(100%) — Mio Minaki g
@ Appointed in March 2024 @
L]
Hajime Watanabe | Outside Corporate Auditor O O O O Appointed in March 2025 — Hajime Watanabe

7 :Male

Reasons for Selecting Necessary Attributes of the Board of Directors
T hem | Necesstyand reasons forselection

In the midst of a substantially changing environment surrounding businesses, it will become necessary to

‘Female

Corporate indicate the direction of the Company (corporate strategies) and make quick business decisions, based
Management on business principles, in order to respond to changes quickly, develop in a sustainable manner and
improve corporate value
Legal Affairs / For the Company Group's sustainable development and continued improvement of corporate value,

Compliance /
Risk Management

based on Sumitomo'’s business philosophy, it will be required to promote risk management, taking into
account compliance based on business principles, the ethics code and the laws

In the midst of emphasizing the role of companies for the realization of a sustainable society, it will

ESG / Sustainability become necessary to improve social value as a company while solving social issues, in order for the
Company Group to develop in a sustainable manner and improve corporate value
Business Strategy / It will be necessary to develop and implement realistic and specific business and marketing strategies in
Marketing order to realize corporate strategies and achieve the Medium-Term Management Plan we commit to
Global Experience in global business, and extensive experience in understanding overseas cultures,
environments, etc. will be necessary to continue providing excellent products and services to the world
In order to be a machinery manufacturer that continues to provide excellent products and services to the
Technology / IT/ L ) R , . X
Production world, it will be necessary to continue providing high-quality products and solutions, supported by solid

technologies, and this will in turn require knowledge and experience in technology, IT and production

Knowledge and experience in finance and accounting will be required to realize accurate financial
reporting, development of a resilient corporate structure, and growth investments that contribute to
sustainable development and improvement of corporate value

Finance / Accounting
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Note: This table does not represent the full range of knowledge and expertise possessed by the Directors and Audit & Supervisory Board Members.

©:Chairperson  O:Committee member * At the end of the General Meeting of Shareholders in March 2025

Executive Officers

___Tite | Diector [ _Name | ________________Appointments______|
©)

President Shinji Shimomura | CEO

Executive Vice President Toshiharu Tanaka | General Manager of Corporate Economic Security Department, General Manager of Globalization Dept.

Executive Vice President Kazuo Hiraoka General Manager, Industrial Machinery Segment

Executive Vice President Taiji Tsuchiya General Manager, Mechatronics Segment

Executive Vice President Eiji Kojima General Manager of Export Administration Dept.; General Manager, Energy & Lifeline Segment
Executive Vice President Toshihiko Chijiiwa | General Manager of Corporate Technology Management Group
Executive Vice President Tatsuro Araki General Manager of Power Transmission & Controls Group

0000 O

Executive Vice President Toshiro Watanabe | CFO

Executive Vice President Shaun Dean Sumitomo Heavy Industries (Europe) BV.  Managing Director

Senior Vice President Morihiro Kondo Regional General Manager of Kansai Office; Chairman of Sumitomo Heavy Industries (China), Ltd.

General Manager of Process Machinery Center;

SO e Representative Director & President of Sumitomo Heavy Industries Process Equipment Co., Ltd.

Shigeru Tajima

Kazutoshi Shiraishi
Mitsukuni Tsukihara

Senior Vice President General Manager of Human Resources Group

Senior Vice President Representative Director, President & CEO of Sumitomo Heavy Industries lon Technology Co., Ltd.
Haruhiko Tsuzuki

Masaki Arai

Senior Vice President General Manager of Ehime Works; General Manager, Logistics & Construction Segment

Senior Vice President General Manager of Corporate Planning Group

Vice President Takanori Nagai Representative Director, President & CEQ of Sumitomo Heavy Industries Environment Co., Ltd.
LBCE Holdings, Inc. Chairman, Director, President CEQ

General Manager of Energy & Environment Group

Melvin Porter
Yoichi Kato

Vice President
Vice President

Representative Director, President & CEO of Sumitomo Construction Machinery Co.,Ltd.;

Isamu Mitsuhashi Representative Director, President & CEQ of Sumitomo Construction Machinery Sales Co.,Ltd.

Vice President

Vice President Hiroyuki Tominaga

Chie Okamoto

General Manager of New Business Exploration Dept.

Vice President General Manager of Precision Equipment Group
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Message from Board Chair

For FY2024, both sales and profits were expected to fall below the previous

fiscal year, and the PBR would be below 1. The Board of Directors feels a
great deal of responsibility for failing to meet market expectations, and in
these difficult times, we are once again keenly aware of the need for reform
of the Board of Directors.

Up until now, our board of directors has shared the recognition that we
need to shift our emphasis to supervisory functions, but the members have
not necessarily shared the same vision of what this should look like in
concrete terms. There were a large number of agenda items to be
discussed, and | felt that we were unable to devote sufficient time to
discussing important themes such as our medium- to long-term
management policies and business portfolio.

In the evaluation of effectiveness of the Board of Directors for FY2023,
these issues were identified as a challenge under the theme of 'deepening
discussions on the role of the Board," and group discussions were
conducted. The topic was also deliberated at Board meetings, where
discussions were further developed. As a result, we agreed that the top
priority should be to reconsider the issues that should truly be discussed by
the Board of Directors and to significantly revise the agenda criteria in order
to realize a Board of Directors that places emphasis on the supervisory
function.

Amid the major trend toward strengthening the supervisory function of
the Board of Directors and delegating authority to executive officers, |, as
the Board Chair, feel that (1) the relationship between inside and outside
directors and (2) the relationship between the Board of Directors and
executive officers are important.

Regarding item (1), the ideal relation is where the two parties are almost
equally informed and fully understand our management challenges as they
supervise execution from a broad perspective. Hence, | ensure that outside

Representative Director,
Chairman of the Board,
and Board Chair

Tetsuya Okamura

officers are fully provided with information that includes briefings before
board meetings. As the Chair, | also exert effort in facilitating each meeting
in such a way that encourages outside directors to actively speak in order
for the two parties to exchange their views on an equal footing, which also
helps them share the status of internal discussions with outside directors.

Regarding item (2), as the division of roles between the two parties
progresses, we believe it is necessary to create a system in which the
content of discussions at Board of Directors meetings is properly conveyed
to execution and to ensure transparency of the execution decision-making
process for the Board of Directors, in order to prevent any differences in
understanding from arising.

As the Chair, | feel a sense of accomplishment that all members of the
Board of Directors have taken a major step forward with a unified view of
the important topic of how the Board of Directors should function. At the
same time, | believe it is necessary to continue discussing what the Board of
Directors should be, including diversity on the Board of Directors and the
roles of the Selection and Nomination Committee and the Remuneration
Committee. The full details of these efforts should also be clearly presented
to our shareholders and investors.

We will continue to explore what we can do to enhance our corporate
governance in order to keep increasing our corporate value.

Key Areas of Deliberation for the Board of Directors (FY2024)

Discussion about an ideal state of the Board of Directors

Hours Spent on Deliberation by Type of Agenda ltem

Updating the criteria for items on board meeting agendas

Evaluation of Effectiveness of the Board of Directors

Corporate Governance _ Succession plan

Officers’ remuneration

Dialogues with shareholders

Requests in accordance with laws/the articles of incorporation

Corporate Governance
Projects

Financial Results

and Budgets

Development of the Medium-Term Management Plan and progress made

Our Human Resource Strategy

Management Strategies Financial strategy

Development strategy

Changes to material issues of sustainability

ustainabili — -
S ty Status of sustainability promotion

Status of activities by the Risk Management Committee and the Compliance Committee

Compliance

Establishment of the basic policy on compliance with the Antimonopoly Act

Financial Results and Budgets and financial results
Budgets Impairment loss Sustainability Management
Corporate acquisitions —— Compliance Strategies

Projects Restructuring of organizations in the Group

Withdrawal of businesses

Total hours of deliberation: approximately 46 hours
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Officers’ Remuneration

‘ Components of Executive Remuneration

Remuneration for each of our directors and executive officers

comprises basic remuneration, performance-linked remuneration,

and stock-based remuneration. Remuneration for each outside directors consists only of basic remuneration (a fixed amount).

. Ratio of .
Remuneration Type Remuneration Outline
Basic Remuneration about 60% | Fixed amount paid as remuneration according to the position
Performance- ?&;‘ign,ldég;:)ed Remuneration about 15% | Paid according to the Company's annual dividend
Linked . - T et - . : - :
Remuneration | Terformance-based Remuneration |\~ . 1o Paid considering financial metrics (operating profit, operating profit
(0% to 200%) margin, ROIC) and other factors such as safety performance
Stock-Based Remuneration about 10% As a rule, when the dirgctor or ofﬁcgr leaves hi§ or her executive
position, the Company’s stocks are issued to him or her.

Note: An allowance is added to the remuneration for directors. 85% of it is a fixed amount of remuneration, and 15% variable

remuneration based on the Company'’s annual dividend.

Remuneration Committee

The Remuneration Committee deliberates on the system and standards
of remuneration for directors and executive officers, and other related
matters, to respond to inquiries from the Board of Directors, and makes
a report or gives advice to the Board of Directors.

The Committee met eight times during FY2024.

[Key Areas of Deliberation in FY2024]

e Officers’ remuneration in FY2024

* Updating the rating index for performance-linked remuneration
(remuneration based on divisions' performance)

* Officers’ remuneration system going forward

Succession Plan (Director Selection Criteria and Pro

We view CEO succession planning as one of our top management priorities. The Selection and Nomination Committee annually reviews our

training plan to discuss and deliberate on the status. The Committee also checks and discusses the status of training for successors of non-CEO

positions in order to ensure that we work on succession according to our plans.

The Director’s selection criteria focus on the following qualities: (1) integrity, excellent judgment and skills, coupled with a strong sense of

ethics; (2) ability to take a bird's eye view of the SHI's business, skills needed to identify fundamental risks, and a broad range of knowledge

about business management; (3) understanding of the Sumitomo Business Philosophy and the SHI Group's business principle, among

others, and ability to enact them. When appointing director candidates, the Selection and Nomination Committee also considers and discusses

each candidate’s expertise, the balance of the candidates’ experience (including experience in management and business as well as in global

business operation), and diversity, among others, so that the Board of Directors will deliver on effective corporate governance. The Board of

Directors deliberates on the candidates and makes decisions based on what the Committee reports as a result of the discussions.

(Please visit our website for the corporate auditor selection criteria : https://www.shi.co.jp/english/csr/governance/corporate/index.html)

Selection and Nomination Committee

The Selection and Nomination Committee deliberates on the
appointment of director and corporate auditor candidates, dismissal
of directors and corporate auditors, selection and dismissal of
representative directors and directors with managerial positions, as
well as the progress of the succession plan for the CEO and other
top executives, to respond to inquiries from the Board of Directors,
and makes a report or gives advice to the Board of Directors.

The Committee met eight times during FY2024.

[Key Areas of Deliberation in FY2024]

¢ Executive team for FY2025

* Succession plan for CEO and other executives

* Members of the Selection and Nomination Committee
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Evaluation of Effectiveness of the Board of

We evaluate the effectiveness of the Board of Directors annually to improve the functions of the Board through the

continuous process of dealing with identified issues. In FY2024, we adopted a third-party evaluation in order to
objectively identify issues that would not be found through self-evaluation.

Overview of the FY2024 Effectiveness Evaluation

o Explored what angles could be adopted for the evaluation as well as what to include in the questionnaire, referring to advice from a third party.
e Qutside directors and outside corporate auditors met to discuss and decide on the content of the questionnaire
<<Content of questionnaire (53 questions)>>
Survey To identify issues in all aspects of the Board of Directors, the questionnaire contained questions about as many as 14 areas, including the role, the structure,
management, and discussions of the Board of Directors, as well as the Board's performance, dialogues with shareholders, and how the Selection and Nomination
Committee and the Remuneration Committee were managed. Each question asked the respondent to provide an evaluation on a 5-point scale. Acomment box
was provided in each area of the questions to prompt the respondent to offer free-form opinions.

;P Interview Interviewer: Third-party evaluator | Interviewees: Al directors (11) and corporate auditors (4)

Outside officers'’  © Based on the survey and interview results, the third party presented issues identified and suggested what improvements to make
meeting o Discussed the evaluation results and the selection of issues for the following fiscal year based on the results

L BoardofDirectors  Deliberated and decided on issues for the following fiscal year

Issues Identified by the FY2024 Effectiveness Evaluation and Our Action

The FY2024 effectiveness evaluation made clear that our Board of Directors should work to focus on its supervisory function. However, many
suggested that we establish a shared and detailed understanding of what that meant and entailed. The previous year's evaluation put forward
“discussions about the role of the Board of Directors,” and so our board members discussed the issue in small groups and on other occasions.
These discussions led us to conclude that our priority is to substantially update what should be placed on the agenda, and so we reviewed the
criteria for items that should be placed on board meeting agendas. Nevertheless, the Board of Directors did not arrive at a shared
understanding of what exactly the supervisory function meant and entailed.

With the evaluation results this time and what transpired the previous year, we have decided to continue more in-depth discussions about
“how the Board of Directors should work and discuss matters as it focuses on its supervisory function.” These in-depth discussions will
especially center around two themes, namely (1) The role of the Board of Directors, which includes the design of the organization and the
roles of inside and outside directors; (2) How the Board of Directors should discuss our Medium-Term Management Plan, business portfolio,
and dialogues with shareholders (investors), among others, and how it should move ahead of the discussions. (Please visit our website for
information about the FY 2024 effectiveness evaluation: https://www.shi.co.jp/english/csr/governance/corporate/pdf/structure_02.pdf)

Board of Corporate Auditors

We have adopted a Board of Corporate Auditors, to ensure dual check functions, namely by the supervision of management through the Board of Directors'
decisions on business execution, and audits by corporate auditors. Our corporate auditors and the Board of Corporate Auditors, and the internal audit department
and independent auditors work closely together and share information about audit results in an effort to establish and facilitate an efficient auditing process.

The Internal Audit Department, which reports directly to the President and consists of a General Manager and 14 staff members, conducts regular audits of the SHI
Group's business operations and reports the results to both the Board of Directors and the Board of Corporate Auditors.
@ Key actions
During 2024, the Board of Corporate Auditors met 15 times, adopted 11 resolutions, deliberated and discussed 11 matters, and made 40 reports.

Theme Description/Action

eConducted a review of risk awareness and governance status across business units and subsidiaries.
eEngaged in discussions with Representative Directors and participated in the Risk Management Committee.

Risk Management and Governance

Compliance eReviewed the headquarters' monitoring efforts regarding recurrence prevention measures.

eParticipated in the Long-term Strategy Meeting.

Key Strategic Issues eProvided suggestions aimed at enhancing corporate value and promoting sustainability.
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Sustainability-oriented Management

The SHI Group is committed to sustainability-oriented management with the focus on stakeholders. The Board of Directors
determines the Basic Sustainability Policy and the Seven Material Issues. The Sustainability Committee deliberates on plans and
issues concerning sustainability promotion and reports them to the Board of Directors. We are committed to addressing the material
issues under this basic policy so that we will contribute to the creation of a sustainable society and retain stakeholder trust.

(Please visit our website for the Basic Sustainability Policy: https://www.shi.co.jp/english/csr/group/index.html)

Structure
The Sustaina b|'||ty Com.mltt'e.e dehbera.tes on plans and Committee Chair | President
issues concerning sustainability promotion, among other - - - -
12 (vice presidents in charge of Head Office,
matters. Memb heads of the segments, General Manager of
emoers the Sustainability Department of the Corporate
Board of Directors Planning Group)
Report Supervise Observers 2 (standing corporate auditors)
Sustainability Committee . Frequency Twice a year (FY2024)
(Secretariat: Sustainability Department) Deliberate : L L :
o Status of information disclosure (policies/gaps in
efforts)
. . Main topics e Actions to combat climate change (status of the
Sustainability Department discussed by the | reduction of GHG emissions and measures taken)
Sustainability | ¢ Advancement of business implementation
Sustainability Regular Meeting Committee (actions to achieve our Purpose taken across the
(FY2024) company)
e Human rights (reports on due diligence plans
Head Office/ Operation Divisions/ Subsidiaries and Affiliates and results)

Promotion Activities

The Sustainability Department leads the activities that aim to establish the Seven Material Issues of Sustainability (page
19) and sustainability-oriented management.

e Sustainability Regular Meeting

The divisions involved in our sustainability promotion (internal control, corporate planning, corporate communications,
corporate identity, general administration, the environment, human resources, corporate technology management,
purchasing, corporate legal) share and discuss information related to the SHI Group's sustainability.

* Meetings of General Managers (organized by the Head Office divisions)

Progress on material issues and other relevant matters are reported at the Meetings of General Managers of
Development, Design, Production, and Environmental Management Departments; Meetings of Safety Managers; and
Meetings of General Administration GL, among others, as necessary.

® Public Relations and Sustainability Committee (organized by the Corporate Communication Department and Sustainability Department)
We appoint Public Relations and Sustainability Committee members as the contact persons for our sustainability
activities (8 from business divisions, 19 from subsidiaries and affiliates, 9 from works). The committee members work to
establish and publicize the SHI Group's sustainability activities in their organizations. They also exchange information
across the organizations at the Public Relations and Sustainability Committee meeting held twice a year.

Sustainability Risk Management

The SHI Group manages risks related to sustainability within its risk management framework. Among these risks are
climate risks and human rights risks, and the Sustainability Committee deliberates and reports on them to the Board of
Directors. The Head Office divisions manage other risks that fall within their responsibility. (P.73, “Risk Management”)
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Risk Management

The SHI Group manages risks in accordance with the Basic Policy for Establishment of the Internal Control System. The Head

Office divisions manage the business and operational risks that fall within their responsibility, and the Internal Control Group
oversees the risks that should be addressed across the company and follows the steps to manage them as shown in the figure
below. Identification of Group's material risks and plans to control them are deliberated on and approved by the Risk
Management Committee and reported to the Board of Directors.

(Please visit our website for the risk management framework: https://www.shi.co.jp/english/csr/governance/control/index.html)

Risk Management Process

The Risk Management Committee takes the steps of the risk management processes shown below to identify material
risks that could significantly impact the Group's business operation and keep track of how those risks are controlled.

© The Committee holds private meetings with each division responsible for managing the identified risks
Identify risks > P J P 9

o Checks the previous year' s list of risks and discuss with the relevant divisions if update is needed.

. © The Committee holds private meetings with each division responsible for managing the identified risks
Check risk controls > g ¢ g 4

o Checks how the risks are controlled and monitored using the list of risk controls.

® Risk Assessment Subcommittee (held in November)
Risk Assessment > o Evaluate the risks on a 5-point scale in light of likelihood and a potential impact (69 risks in FY2024).
From the list of high-impact risks, select ones that require further action for mitigation.

e Risk Management Committee (held in November)
© Based on the results of the evaluation by the Risk Assessment Subcommittee, this committee identifies risks that particularly require action as

Identify Group's >

material risks . . - ' . ) -
Group's material risks, and directs the heads of the divisions responsible for managing those risks to work out their risk control plans.

Develop plans to control > ® The Risk Management Committee (held in January)
Group's material risks

© Deliberates on reports on the risk control plans received from the head s of the divisions responsible for managing the risks

Check the status of plans
to control Group's
material risks

> © The Risk Management Committee (held in July and November)
o Deliberates on the report received on the progress of the planned risk controls

Group's Material Risks

From the list of highly probable risks that would significantly Group's Material Risks in FY2025

impact our business operation, the Risk Management Committee . o
Economic security risk

for the year selects risks that are judged to require further

management and controls as Group's material risks in the Quality fraud/Legal or regulatory noncompliance risks

following year. Then the Committee develops plans to deal with Information security risk

those risks as part of our efforts toward more rigorous risk Risk of noncompliance with the Antimonopoly Act

management. . o0 dhs A . - ;
9 ) . o Climate risk (risks involved in the transition to a decarbonized economy)
The table here shows the risks selected as Group's material risks in

FY2025. Human rights risk
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Compliance in the SHI Group means complying with laws as well as internal policies and rules as a member of society. It also signifies
practicing the corporate ethics that are based on the Sumitomo Business Philosophy, our Purpose, and our business principle, and doing
honest and fair business as a sensible member of the business community. (Please visit our website for the framework for advancing
compliance: https://www.shi.co.jp/english/csr/governance/control/index.htm!)

Initiatives to Enhance Compliance

We have compiled the Compliance Manual showing the rules and specific behavioral guidelines that must be observed by
officers and employees of the SHI Group. The manual is provided to all employees. Each workplace holds sessions where
employees read together the Compliance Manual in an effort to ensure that they remain fully committed to compliance. We
also conduct an annual compliance awareness survey to gauge our employees’ understanding of and commitment to
compliance standards, and to identify potential compliance risks in the workplace. Furthermore, as a measure to facilitate full
compliance, we require that the SHI Group's officers and managers submit a pledge of compliance once a year. (Please visit our
website for our compliance training: https://www.shi.co.jp/english/csr/governance/control/index.html)

Compliance with the Competition Laws

Of all compliance issues, compliance with the competition laws has high priority in the SHI Group. We have established the SHI
Group Basic Policy on Compliance with the Competition Laws to ensure full compliance with the competition laws across the
SHI Group and to commit to fair competition and transactions. We also continue our efforts to embed the basic policy into the
SHI Group, which include establishing and implementing internal policies, and providing training for officers and employees.

Anti-bribery Measures

We have established the SHI Group Anti-Bribery Basic Policy to clarify the anti-bribery rules that all officers and employees of
the SHI Group must comply with in order to prevent bribery from taking place. This basic policy contains clauses on the
prohibition of bribery (including facilitation payments), the prohibition of bribery through third parties such as consultants and
agents, and the prohibition of excessive favors in the form of entertainment and gifts. To prevent bribery on occasions when
contacting people like government employees to offer entertainment and/or gifts in Japan or overseas, we have in place a
Group-wide preliminary review system.

SHI Group Ethics Hotline (Whistleblowing System)

The SHI Group has a whistleblowing system that receives reports from and offers consultation to officers and employees on
any violation of law or internal rules, or any fact that may constitute a violation.

Other than this system, we also have a consultation service exclusively for issues of harassment in the workplace.

To advance the understanding of how important it is to report to and seek help from these systems, and to relieve the
worries employees may have about reporting and consulting, we present the steps to use the services, how whistleblowers are
protected, and the ban on disadvantageous treatment of whistleblowers, among others, through various training programs and
other opportunities, coupled with posters, internal newsletters, websites, and other means.

SHI Group Ethics Hotline (Whistleblowing System) Reports received  Use of the Whistleblower System
Information flow By phone or witness report 350
300 349
By ph b S Internal reporting
¥ - s | 50 s
By phone or e-mail  contact i (Ethlc:s Hotline Se_tretanat 200
in Head Office)
150
Whistleblower Telephone counseling by 100 143 156 136
in the Group industrial counselor, etc. Afiliated Companies
(domestic) Ethics Hotline 50
Secretariat

FY2020 FY2021 FY2022 FY2023 FY2024
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. .
. Eleven'Year Summary and Key FlnanCIaI Data Sumitomo Heavy Industries, Ltd. and Consolidated Subsidiaries
FY2022
values*?
Summary of (million yen) Net sales 667,099 700,838 674,328 791,025 903,051 864,490 849,065 943979 854,093 1018261 1081533 1,071,126
:;f?l:::‘einancial year) R&D expenses 1,415 12299 11,276 14,805 16,836 18753 19,434 20,181 17,431 — 24,800 33,682
Operating profit 45998 50568 48,431 69,921 75244 56806 51342 65678 44803 59950 74367 55,103
EBITDA * 62279 70289 68,742 92,925 101,219 84,758 81,089 96,609 74,437 — 110741 92,480
Ordinary profit 45113 49,131 48,274 67,466 72,623 52642 49544 64847 43253 58837 70250 49,184
I';';"r‘z':‘f“rib”tab'e to owners of 24348 33133 33,613 34660 45650 32,807 26764 44,053 5782 16259 32,742 7,721
Cash Flows (million yen) Cash flows from operating activities | 62,170 18315 38,158 71,111 55173 36263 64,131 61,679 21,366 — 65370 12,763
(for the financial year) Cash flows from investing activities | (14,112)  (15350)  (25,852) (37,810)  (54,973)  (57,752)  (43,729)  (49,678)  (37,279) — (43,271)  (49,482)
Free cash flows * 48,058 2,965 12,306 33,301 199 (21,489) 20,402 12,000  (15,913) — 22,099  (36,719)
Cash flows from financing activities | (36,889)  (23,789)  (17,809) (10,146)  (13,314) 35,964 (7,959)  (28,106) 21,677 — (17,207) 41,908
g:;hoﬂﬁecgf;iﬁg”“’a'e"ts atthe 90,324 68625 61,017 85503 69,776 83630 96242 84992 93727 = — 100235 107,542
Financial Position (millionyen) Total assets 786,027 782,859 796,484 894,835 954051 996,111 1,030,684 1,094,930 1,148,870 — 1,200,857 1,260,242
(at financial year-end) Interest-bearing debt 83,644 68232 60,460 64181 73311 124669 124439 111,251 160,765  — 162,230 238,621
Net interest-bearing debt ** (8779)  (2572)  (3,360) (24,052) (278) 37,602 24,921 22,468 63,289 — 57,772 127,488
Total net assets 365101 382,817 409,171 444964 465001 477,648 504928 566,843 576,922 — 627,464 646,418
Amounts (yen) Earnings *s 39.71 54.06 54.85 282.83 372.56 267.77 218.46 359.61 47.20 — 267.30 63.86
per Share of .4 Net assets 587.37 61451 65047 3517.33 370101 379099 400543 450111 464720  — 5059.88  5,331.01
Cash dividends 12.00 16.00 16.00 85.00 112.00 91.00 65.00 115.00 90.00 — 12000  125.00
Financial Indexes (%) Operating profit ratio 6.9 7.2 7.2 8.8 8.3 6.6 6.0 7.0 5.2 5.9 6.9 5.1
EBITDA ratio 9.3 10.0 10.2 11.7 1.2 9.8 9.6 10.2 8.7 — 10.2 8.6
R&D expenses ratio to net sales 1.7 1.8 1.7 1.9 1.9 2.2 2.3 2.1 2.0 — 2.3 3.1
Return on assets (ROA) 3.1 4.2 4.2 3.9 4.8 3.3 2.6 4.0 0.5 1.4 2.7 0.6
Return on equity (ROE) 7.1 9.0 8.7 8.4 10.3 7.1 5.6 8.5 10 3.0 5.5 1.2
Stockholders’ equity ratio 458 48.1 50.0 48.2 475 46.6 47.6 50.4 495 — 51.6 50.8
Interest-bearing debt ratio 10.6 8.7 7.6 7.2 7.7 12.5 12.1 10.2 14.0 — 13.5 18.9
D/E ratio (times) 0.2 0.2 0.2 0.1 0.2 0.3 03 0.2 0.3 — 03 0.4
ROIC *¢ 6.5 7.6 7.3 10.3 10.5 7.3 6.1 7.3 4.6 62 7.0 4.8
Investment in Plant (milion yen) Capital expenditures *’ 20,670 23,721 27,539 30432 33713 39435 39885 46729 44,629 — 42502 46,784
%Zﬂiﬁ“'pme"t and Depreciation 16,281 19,720 20,311 23003 25975 27953 29746 30,930 29,634 — 36,374 37,377
(2. e cath flowe.s Cath flows rom operating actiton 1 Cauh flows iom ivestng acthves 6. ROIC Retu on invested capal  {2Sr2UnG profit +Iteretand dhvdend income) x(1 - Efectve tax ter) gl G i
*3. Net interest-bearing debt = Interest-bearing debt - (Cash and deposits + Securities) *7. Capital expenditures are capitalized and recorded as assets. from FY2017
*4.The Company carried out a 5-to-1 reverse stock split for its common stock with an effective date of October 1, 2017. Amounts per share *8. Due to a change in our accounting period, FY2022 will be a nine-month accounting period from April 2022 to December 2022.
Wvairdomminy i i lhbormdiibimiviasitinebu ekt i Sl o e peroa o S S B periods: the Fr2022 (nine-month accounting period) results have been converted
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B Non-Financial Key Data

Supplementary explanation regarding the period covered: Although the accounting period for FY2022 is the nine-month period from

April to December, the 12-month period from January to December is included for the purpose of ensuring comparability.

Supplemental explanation of coverage: The consolidated coverage rate for “non-consolidated” in the social data is approximately 15.8%,
while that for “domestic consolidated” is approximately 50.9% (both calculated based on FY2024 results and number of employees).

Environment
Addressing Climate Change

GHG Emissions (Scope 1) Total t-CO, 36,572 37,418 38,419 36,272 31,601
Consolidated Coverage % 85.9 92.6 91.1 92.3 99.9
GHG Emissions (Scope 2) Total *' t-CO, 144,092 156,518 151,681 120,631 101,003
Consolidated Coverage % 85.9 92.6 91.1 92.3 99.9
GHG Emissions Total *' t-CO, 180,664 193,936 190,100 156,903 132,604
(Scope 1, 2 total) Consolidated Coverage % 85.9 92.6 91.1 92.3 99.9
Cat-01 Raw Materials *? +CO, 356,805 351,365 406,638 1,095,515 1,295,085
Cat-02 Capital Goods t-CO, 128,805 154,343 147,464 140,793 151,381
Cat-03 Energy Usage t-CO, 20,280 21,349 26,955 26,712 26,158
Cat-04 Logjistics (upstream) t-CO, 11,046 11,082 11,045 10,160 8,899
Cat-05 Waste Treatment t-CO, 5,767 5,578 5355 5,405 5,030
Cat-06 Business Trips t-CO, 2,171 3,761 3,277 3,289 3,294
Cat-07 Employee Commuting t-CO, 6,179 11,138 11,322 12,264 10,210
Cat-08 Lease Asset (upstream) t-CO, 0 0 0 0 0
Cat-09 Logistics (downstream) t+CO, 0 0 — — —
issi Cat-10 Processing of
GHG Emissions (Scope 3) B e s Sc?ld +CO, 0 0 _ _ _
Cat-11 Use of Sold Products t-CO, 123,029,056 136,614,107 79,946,933 75,463,187 65,887,134
Cat-12 Disposal of
Unsold Pror:iucts +CO, 0 0 o B o
-13 L
AT : o - - -
Cat-14 Franchise t-CO, — — — — —
Cat-15 Investment t-CO, 2,060 2,422 2,873 3,780 3,048
Total t-CO, 123,562,169 137,175,145 80,561,862 76,761,104 67,390,239
Cat-11 Consolidated Coverage % 96.8 96.5 94.6 94.6 91.8
CO, Emission Intensity Results tCO, / million yen 0.21 0.21 0.22 0.15 0.12
? Consolidated Coverage % 85.9 92.6 91.1 92.3 99.9
Fuel Consumption MWh 187,335 192,766 196,579 174,657 160,538
Electricity Consumption MWh 286,913 303,676 307,192 309,077 302,547
Energy Consumption Water Chilling/Heating MWh 9,307 10,249 9,306 10,686 11,407
Total MWh 483,555 506,691 513,077 494,421 474,493
Consolidated Coverage % 85.9 92.6 91.1 92.3 99.9
Renewable Energy Total MWh 1,230 1,298 14,203 72,617 90,963
Consumption Consolidated Coverage % 85.9 92.6 91.1 92.3 99.9
*1 Emissions data for Japan included in Scope 2 is calculated on a market basis  *2 The scope of calculation was expanded from FY2023
Environmental Management
2024 |
ISO 14001 Certification 22‘::1?;';“ Certifications Instances 58 58 57 61 62
Status Acquisition Rate % 80.6 79.4 75.2 79.8 86.1
Serious Violations of Number of Cases Instances 0 0 0 0 0
A Of which, number of violations
Environmental Instances 0 0 0 0 0
Laws and Regulations ** related.to wastewater
Consolidated Coverage % 80.6 79.4 75.2 79.8 86.1
*3 Cases with fines and penalties of US$10,000 or higher
Water Resources Preservation
2024 |
Municipal Tap Water thousand m® 725 737 736 698 718
Water Supply Industrial Water | thousand m® 610 618 613 604 615
Water Consumption Fresh Water thousand m® 0 0 0 0 0
Ground Water thousand m’ 163 185 161 135 195
Total thousand m® 1,498 1,541 1,510 1,436 1,529
Consolidated Coverage % 771 76.5 80.2 82.0 78.3
Total thousand m® 478 460 434 934 970
Consolidated Coverage % 51.6 47.5 43.6 49.3 78.3
Surface water thousand m® = = = — 112.0
. Groundwater thousand m® — — — — 0.0
Wastewater Discharge Seawater thousand m® = = = = 690.0
Water.dls.charged to other thousand m? o o . _ 168.0
organizations
Domestic

Target

production sites
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Waste Generation t 60,866 62,591 58,403 56,615 47,812
Final Disposal Volume t 1,235 1,294 1,004 1,106 881
Consolidated Coverage % 85.5 84.2 84.5 85.9 821
mount of
w;:g%?sfposed g:zs:igzlﬁénsquézl ¢Vaste, etc.) t 10,191 10,694 9.667 9.977 9,097
of domestic | Followed by Energy Recovery t 2497 2,702 25506 2335 2,041
Aot Waste nchertedNot | 290 221 386 3 339
Amount of Non- Recycled Volume t 18,777 15,272 14,809 16,354 12,978
disposed Waste Data coverage rate % 85.5 84.2 84.5 85.9 82.1
Waste Generation t 818 708 693 650 737
v Amount of Waste Incinerated Followed by ¢ 235 222 209 145 163
olume of Energy Recovery
Hazardous Waste i
Dismosed é':r:;;tRc;fc\;\‘llaesrt; Incinerated Not Followed by o 168 118 46 30 98
Target SHI Group (Japan) proldagg:liisr:I:ites
Total t 640 623 636 544 703
V°|U’]19 of . Consolidated Coverage % 88.6 86.0 87.2 86.6 84.3
Yolatile Organic Toluene t 99 100 91 69 63
ompounds Breakdown
(VOC) of domestic Xylene t 262 258 280 211 251
Ethylbenzene t 158 149 154 163 247
Volume of Total t 41 3.3 3.9 25 15.9
NOx Emissions Consolidated Coverage % 46.9 453 43.8 49.3 474
Volume of Total t 0.50 0.18 0.15 0.15 1.49
SOx Emissions Consolidated Coverage % 46.9 453 43.8 493 474
COoD t 1.6 1.5 15 1.4 4.8
. . TN t 6.6 6.2 5.6 4.9 4.6
Dischargeinto rp t 05 05 05 0.4 0.4
Total t 8.7 8.1 7.6 6.6 9.8
Consolidated Coverage % 51.6 47.5 43.6 49.3 47.4
o
Social
Employee Data
2024 |
Male Number of employees = = 20,138 21,256 21,152
Employees (consolidated) Female Number of employees — — 4,120 4,228 4,185
Ratio of women % — — 17.0 16.6 16.5
Total Number of employees 24,050 24,584 24,258 25,484 25,337
Male Number of employees 2,960 2,965 3,350 3,497 3,774
Employees (SHI) Female Number of employees 396 405 499 536 636
Ratio of women % 11.8 12.0 13.0 13,3 14.4
Total Number of employees 3,356 3,370 3,849 4,033 4,410
Male Number of employees 904 916 3,290 3,355 3,504
Female Number of employees 17 22 220 247 251
Managers Ratio of women % 1.8 2.3 6.3 6.9 6.7
Total Number of employees 921 938 3,510 3,602 3,755
Target Non-consolidated Consolidated Consolidated
Male Number of employees — — 1,786 1,850 2,075
Female Number of employees — — 174 183 218
Assistant Managers Ratio of women % — — 8.9 9.0 9.5
Total Number of employees = = 1,960 2,033 2,293
Target Non-consolidated Consolidated Consolidated
Under 30 Number of employees 551 529 4,452 4,622 4,349
30~39 Number of employees 889 869 6,868 7,136 6,989
40~49 Number of employees 831 839 5,835 6,144 6,239
Employees by Age Group 50~59 Number of employees 852 872 5,049 5414 5,542
Above 60 Number of employees 233 261 2,054 2,168 2,218
Total Number of employees 3,356 3,370 24,258 25,484 25,337
Target Non-consolidated Consolidated Consolidated
Male Years 16.6 16.6 14.4 14.5 14.6
Female Years 11.9 121 10.5 1.2 10.6
Average Length of Service by Gender  Total Years 16.1 16.1 14.2 14.1 14.1
Target Non-consolidated Japanese consolidated cc;j:sﬁ)alir::ieastid
Employment Ratio of Disabled Total % 2.32 | 2.36 2.39 | 2.52 o 3.04
People Target Non-consolidated consolidated
Percentage of Employees Covered Total % 64.2 | 60.4 | 634 | 63.9 Non-63.6
by Collective Bargaining Agreements  Target Non-consolidated consolidated
Rounds of Collective Bargaining Total Rounds — ‘ 106 ‘ 74 ‘ 103 102
(Labor-Management Consultations) Non-

with Labor Unions

Target

Non-consolidated

consolidated
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Corporate Data

Employee Data Supply Chain Management
_mﬂ-mmmm _mﬂ-m—mmm

Male Number of employees 139 19 Japan 72.7 68.9 62.2 67.3 64.7
Female Number of employees 22 31 35 46 46 China % 10.9 121 12.0 9.3 10.6
New Graduate Hires Ratio of women % 13.7 20.7 12.9 14.9 151 South Korea % 25 24 24 27 27
Total Number of employees 161 150 271 308 304 Subplier Status by Region Taiwan % 0.2 0.3 0.3 0.4 0.2
Target Non-consolidated Japanese consolidated Jaf consolidated (p,’;’zurement am);untgratio) Asia, etc. % 4.7 6.3 8.3 7.1 8.1
Male Number of employees 59 90 299 386 413 North America and Latin % 35 34 6.9 5.4 6.9
Female Number of employees 7 8 40 52 45 America ’ ’ ) ) ’
o
Ratio of women % 10.6 8.2 11.8 1.9 9.8 Europe 7 >0 6.6 77 77 6.6
Career Hires Total Number of employees 66 98 339 438 458 stheLAreifl" ] % 0.0 0.0 0.0 0.1 0.1
. ) I . umber of Tier ]
f:t;ﬂlﬁ:im;d\;‘cl::i::smes % 291 395 55.6 587 60.1 Suppliers Suppliers Companies 7,537 7,481 6,230 5,658 5,825
Target Non-consolidated Japanese consolidated Jaf consolidated CN(:":::;]:: f;lrveyed Companies — — — — 702
Full-Time Employees % — — 70.6 72.8 715 . :
Supplier Survey Number of responding ) - -
Wage Difference Between Non-Full-Time Employees % — — 66.3 69.8 66.7 PP companies *® Companies 288 409 573
Men and Women ** All Workers % — — 68.6 70.2 69.6 Response rate % — — — — 81.6
Target = Non-consolidated Non-consolidated % of Purchasing Division % = = 9i5! 89.8 85.0
Male % — 2.4 2.7 3.7 33 Employees Who Received o o SHIand 9 consolidated | SHIand 16 consolidated | SHIand 16 consolidated
I o Sustainable Procurement Training  Target subsidiaries subsidiaries bsidiari
Total Turnover Rate hemale o = 2 il £ i
Total % 24 2.6 27 3.7 34 *7 Number of Tier 1 suppliers accounting for the top 80% of the SHI Group's total procurement value *8 Conducted for non-substitutable suppliers in 2019 and 2021
Target Non-consolidated Japanese consolidated Jay consolidated
Male % — 2.1 2.0 3.0 27 .
Turnover Rate for Female % - 30 23 27 3.6 Product Safety and Product Quality
rersonaifessors g K " i = - " I -@-mﬂ--ﬂ-mm
Target Non-consolidated Japanese consolidated Jay consolidated 10 9001 Certifi A R r
ertification Acquisition Rate o
Working Hours P Year Total Hours N1 975 | . 1,987 | 1,972 | . cl1,972 J 1 'IZ3od Major Production and Busiess Divisions 93 94 96
on-consolidate apanese consolidate lapanese consolidate
Target (e cmseyess) (enee cmsleyzss) {gensral employees) Number of Serious Legal Violations Related to Product Safety | Instances 0 0 0 0 0
Percentage of Highly o o
Employee Awareness Engaged Employees * v 48 8
Survey Results SHI and 30 SHI and 30 SHI and 29
Target consolidated — consolidated — consolidated
subsidiaries subsidiaries subsidiaries **
o)
Percentage of Employees Total ‘ % 736 ) 686 753 ) 9.0 8.0.2 G Ove rn a n Ce
Taking Paid Vacations Target Non-consolidated Japanese consolidated Japanese consolidated
9 (general employees) (general employees) (general employees) C t G
Male % 714 689 69.2 85.5 88.8 orporate Governance
Childcare Leave Female % 100 100 100 97.7 97.7 mm
Utilization Rati
fleation Fatle I°‘a' % . /54 — 720 79 — 871 1 90.0 Total Number Number of directors 10 9 9 1 11 1
A Number of Dare of Chid Ta:glet ‘ 5 o;\;c(c;n‘sm atd 33 Japan2e3$e1 c‘onsm atd 308 . : 356 Executive Directors Number of directors 7 6 6 7 7 7
wverage Number of Days of Childcare  Tota ays - . . E . . . . :
Leave Taken by Male Employees Target Non-consolidated Japanese consolidated ) consolidated Cgmposni?n of Non-executive Directors Number of directors : . s & < <
. Directors Outside Directors Number of directors 3 3 3 4 4 4
. Male Number of employees — — 7 7 10 g )
Employees Utilizing Female Directors Number of directors 0 0 0 1 2 2
Shortened Working Hours for Female Number of employees - - 82 89 83 . )
Employees with Childcare Total Number of employees - o 89 % 93 Non-Japanese Directors Number of directors 0 0 0 0 0 0
Nocds o ! ipaase corolind | g i Brese AendmceRate o pversge x 2| s ese| 00| wea| -
Annual Tralnlng Hours Per Total ‘ Hours - 4.2 111 ‘ 10.9 28.6 Average Tenure of
Employ Tl - Japanese consolidated oy concalidated Directors ** Average Years 4.0 4.7 3.8 3.7 3.9 4.9
Annual Training Expenses Per  Total ‘ Yen 49,230 79,228 53,222 ‘ 69,305 75,532 Total Number Number of directors 4 4 4 4 4 5
Employee Target Non-consolidated Japanese consolidated Jay consolidated Composition of Corporate Outside Corporate Auditors | Number of directors 2 2 2 2 2 3
*4 Female wages as a % of male wages *5 Consolidated coverage is approximately 54.7% (based on headcount) Auditors *? Female Corporate Auditors | Number of directors 0 1 1 1 1 1
*6 Data for FY2023 covers only training programs organized by the headquarters. From FY2024, programs by business divisions are also included. Rggi-iljrganese Corporate Number of directors 0 0 0 0 0 0
Average Attendance Rate at Board 9 — —
. of Corporate Auditors Meetings (ARG % 100 100 100 100
Occupational Health and Safety / Health Management A ) )
*9 Information that was current as of the end of the General Meeting of Shareholders for each year is shown
_mmmmm
Total ‘ Number of employees ‘ ‘ . .
Fatali
atalities Target Non-consolidated Consolidated Consolldated BUSIness EtthS
Occupational Accident Frequency ~ Frequency rate ‘ % 0.0 ‘ 0.3 ‘ 0.4 ‘ 0.7 0.9 m
Rate (employees) Target Non-consolidated Non-consolidated ‘
gccupatioFaIAccidznt Frequency  Frequency rate | % 0.2 | 0.6 | 05 | 0.7 0.8 Compliance Education Total Number of directors 14,599 14,489 - 12,503 13,310
wa;fk(ei:;p oyees and contract Target Non-consolidated Non-consolidated by E-learning "¢ m;:)lehr:::??tlonlkate (t?feOf al employees % 60.7 58.9 _ 49-1 525
1) | it~ }
Percentage of Comparies with Total \ % 333 | 500 | 66.6 | 66.6 Domest?cs.s Erbprmzzstmho 'Sl'olt)al‘ I Number of directors 2,852 3217 3217 3,392 3,460
1SO 45001 Certificati : f t . ubmission Rate (% of all employees
SO 45001 Certification Target Domestic Main Works Main Works Compliance Pledge *''  who submitted theopledge) ploy % 11.9 13.1 13.3 13.3 13.7
o
Percentage of Smokers Lot 7% 27.7 | 266 [ 231 234 25.0 Total Instances 143 156 136 349 253
Target Non-consolidated Non-consolidated Harassment Instances 50 71 61 151 116
Number of Cases Break- HR and Labor Instances 50 38 41 131 48
. . . . Reported to Ethics down  Violations of Company Instances 17 13 14 16 15
Social Contribution Activities Hotline Regulations and Rules
Other matters Instances 26 34 20 51 74
_mmmmm Were Mrade " CoTections Instances 59 7 41 114 95
Total ‘ million yen 301 | 267 Number of siamficant
J umber of significant i _ _ - _ 1*12
Social Contribution Expenditures A consg ijgtees;and compliance violations *'2 %2 nefances
Target Non-consolidated eight overseas Amountof Total ¥ million 1.5 1.5 1.5 1.5 17
affiliates Political Donations Target Non-consolidated Non-consolidated

*10 Employees in Japan are eligible to take the course *11 Employees in management positions in Japan are eligible to submit the application
*12 Violations of the Subcontract Act by affiliated companies
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Corporate Data

. Corpo rate Data (As of December 31, 2024)

Corporate Data

Domestic Offices

Company Sumitomo Chubu Office 10-24, Higashi-sakura 1-chome, Higashi-ku, Nagoya-shi, Aichi 461-0005, Japan Tel: 81-52-971-3063
Name Heavy Industries, Ltd. Kansai Office 3-33, Nakanoshima 2-chome, Kita-ku,Osaka-shi, Osaka 530-0005, Japan Tel: 81-6-7635-3610
1-1, Osaki 2-chome, Kyushu Office 8-30, Tenyamachi, Hakata-ku, Fukuoka-shi, Fukuoka 812-0025, Japan Tel: 81-92-283-1670
Head Office Shinagawa-ku, Tanashi Works 1-1, Yato-cho 2-chome, Nishitokyo-shi, Tokyo 188-8585, Japan Tel: 81-42-468-4104
Tokyo 141-6025, Japan - - . P
Chiba Works 731-1, Naganumahara-machi, Inage-ku, Chiba-shi, Chiba 263-0001, Japan Tel: 81-43-420-1351
TEL +81-3-6737-2000 Yokosuka Works 19, Natsushima-cho, Yokosuka-shi,Kanagawa 237-8555, Japan Tel: 81-46-869-1842
URL https://www.shi.co.jp/ Nagoya Works 1, Asahi-machi 6-chome, Obu-shi,Aichi 474-8501, Japan Tel: 81-562-48-5111
english/index.html Okayama Works 8230, Tamashima-Otoshima, Kurashiki-shi, Okayama 713-8501, Japan Tel: 81-86-525-6101
Founded 1888 Ehime Works 5.2, Sobiraki-cho, Nilhama-shi, Ehime 792-8588, Japan Tel: 81-897-32-6211
— Niihama Factory
Incorporated  November 1, 1934 i
P Eh'sr‘;ﬁov‘ézgtzry 1501, Imazaike, Saijo-shi, Ehime 799-1393, Japan Tel: 81-898-64-4811
Paid-In Capital ¥30,871,651,300 Tochnol
echnology 19, Natsushima-cho, Yokosuka-shi, Kanagawa 237-8555, Japan Tel: 81-46-869-2300

Research Center

B Stock-Related Information (.. o pecember 31 2024)

Stock Information

Total Number of Authorized Shares 360,000,000
Shares Outstanding 122,905,481
Number of Shareholders 35,340

Distribution of Shareholders

Financial
Institutions
36.3%

Individuals
and Others
15.9%

Financial
Instruments
Business
Operators

4.6%

Foreign Other
Companies Companies
38.7% ——————4.5%
Note: The number of shares and the shareholding
ratio are rounded to the nearest display unit

Share Price Chart

Number of  Ownership

Major Shareholders shares held ratio

(thousands of shares) (%)
The Master Trust Bank of Japan, Ltd. (Trust account) 21,071 17.5
Custody Bank of Japan, Ltd. (Trust account) 9,322 7.8
NORTHERN TRUST CO. (AVFC) RE SILCHESTER INTERNATIONAL 7478 6.2
INVESTORS INTERNATIONAL VALUE EQUITY TRUST ! :
Sumitomo Life Insurance Company 4,333 3.6
NORTHERN TRUST CO. (AVFC) RE U.S. TAX EXEMPTED PENSION

3,883 3.2

FUNDS
BNYMSANV AS AGENT/CLIENTS LUX UCITS NON TREATY 1 3,769 3.1
Sumitomo Heavy Industries, Ltd. Kyoeikai 3,362 2.8
NORTHERN TRUST CO. (AVFC) RE NON TREATY CLIENTS 2943 24
ACCOUNT ! :
STATE STREET BANK AND TRUST COMPANY 505001 2,401 2.0
STATE STREET BANK AND TRUST COMPANY 505103 2,134 1.8

Note: Ownership ratios are calculated less treasury stock (2,659,762 shares). The Company’s name is listed as the shareholder
of record for treasury stock, but this figure includes 200 shares that the Company in effect does not own.

Total Shareholder Return (TSR)

(yen) 1 Year 3 Years 5Years 10 Years
5,000 Investment
! Period December 2023 ~  March 2022 ~ March 2020 ~ March 2015 ~
4000 M December 2024 December 2024 December 2024 December 2024
' Sumitomo
0 e o wies| | 52% | 27.0% | 927% | 6.9%
sl TOPIX 205% | 52.5% [121.0% | 125.1%
1,000 o ey | 22.8% | 57.4% |142.3% |135.1%
0 T T T T T T Note: The Company changed its fiscal year-end from March 31 to December 31 starting with
January December December December December December the 127th fiscal year (fiscal year ended December 2022). Figures for fiscal years prior to
6,2020 30,2020 30,2021 30,2022 29,2023 30,2024 the fiscal year ended March 2022 are based on the share price as of the end of March.
Stock Valuation
Unit FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Stock price at end of term (Yen) 3,075 2,818 2,644 3,555 3,245
PBR (Times) 0.8 0.6 0.6 0.7 0.6
ROE (%) 5.6 8.5 1.0 5.5 1.3
PER (Times) 14.1 7.8 56.0 13.3 50.8
Dividend yield (%) 2.1 4.1 3.4 3.4 3.9
Market capitalization (Billions of yen) 376.7 345.2 324.1 435.7 390.2

Note: Market capitalization is calculated based on the number of shares issued, excluding treasury shares. For fiscal years up to and including FY2021, the fiscal year-end was March 31.
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B Recognition from External Organizations i oenq o jue 2025

™ ", FTSEBlossom
A Japan Index

FTSE Blossom Japan Index

47\ FTSEBlossom

©

. Relative Index

e

FTSE Blossom Japan
Sector Relative Index

S&P/JPX 2025
2025 CONSTITUENT MSCIH A&k 2;::;:;:*
ESGzL Yk » U—4—X$5H L 0

2025 CONSTITUENT MSCI JAPAN
ESG Select Leaders Index

o b 4

4BRONZE | Top 35%

' ecovadis

B sustainabiity Rating
MAR 2025

EcoVadis

Carbon Efficient Index

Sompo Sustainability Index

S&P/JPX 2025
SOMPO Sustainability Index

%
=KL

'C \__\5—'@

Platinum Kurumin
Certification awarded
by MHLW

‘/ work with Pride

— R —
,_-;ﬁ_

2025

i RAEEERAA

RENED Investment for Heallh

WA DXl

Excellent Enterprise of Health PRIDE Index DX Certification System
and Productivity anagement Gold Award established by METI
2025 [DX Certification]
NIKKEI gKKEl

SDGs

NIKKEI Sustainable Management
Survey - SDGs Edition

2025

NIKKEI Sustainable Management
Survey - Smart Work Edition
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