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The current corporate governance framework of Kumagai Gumi Co., Ltd. (herein after
referred to as the “Company” or “Kumagai Gumi”) is as follows:

I. Basic Views on Corporate Governance Practices, Capital Structure, Corporate

Profile, and Other General Information

1. Our Approach to Corporate Governance

Through its core construction and other business activities, Kumagai Gumi is committed
to maintaining a high standard of corporate governance practices and devotes
considerable efforts to identifying and formalizing the best practices.

Under a leadership structure consisting of a Board of Directors, an Audit &
Supervisory Board, and Accounting Auditors, the Company strives to further enhance the
effectiveness of its corporate governance. We believe that sound and effective corporate
practices are fundamental to the smooth, effective, and transparent operation of a
company and its ability to attract investors, protect the rights of shareholders and
stakeholders, and enhance shareholder value.

With respect to Directors, their term of office is stipulated as lasting one (1) year in
order to clarify management responsibilities and facilitate an optimal management
structure to respond proactively to changes in the business environment. The Company
has adopted an Executive Officer System so that the Directors can execute their duties
efficiently.
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With an aim to uphold these positions with integrity, provide unbiased opinions, and
protect and help ensure shareholder success, Kumagai Gumi has appointed four (4)
Outside Directors to its board, who come from diverse business and professional
backgrounds and have extensive experience and expertise in corporate management. The
Outside Directors have shared their valuable experience with the Board in order to
promote the best interests of the Company and its shareholders, and have contributed
their skills and expertise to the Company. As a result, the Company can further enhance
the supervisory function of the Board of Directors.

Regarding the nomination and remuneration of Directors and Executive Officers, a
resolution shall be made to the Board of Directors with respect to the report from the
Nomination and Compensation Committee, consisting of the Representative Directors
and Outside Directors.

With respect to the Audit & Supervisory Board Members -- professionals who
possess appropriate experience and capabilities as well as financial, accounting, and legal
expertise -- shall be appointed as Outside Audit & Supervisory Board Members, whereby
the Company aims to strengthen its auditing functions.

As for the accounting audit prescribed under the Companies Act and the Financial
Instruments and Exchange Act, the Company has received detailed and rigorous audits
from GYOSEI & CO.

[Reasons for Non-compliance with the Principles of Corporate Governance Code]

Kumagai Gumi is in compliance with and stringently upholds all the principles of the
Corporate Governance Code.

[Disclosure Based on the Principles of Corporate Governance Code] | Updated

[Principle 1-4] (Cross Holding)

(1) Policy Concerning the Reduction of Cross Holdings

Kumagai Gumi will reduce the number of cross-held shares, except for such cases as
transactions for enhancing sustainable corporate value, strengthening business alliances, and
obtaining more opportunities to generate profits. With regard to the cross-held shares, the
board meeting will verify the significance of holding such shares every year, and when it is
decided to be of little value to hold them, the Company will sell or reduce the number of
such shares.

(2) The Significance of Cross Holdings
The Company comprehensively reviews the significance of cross-held shares; whether
the earnings generated by cross holdings are sufficiently beneficial in relation to their capital

cost, and whether it is worthwhile to hold such shares in the daily performance of business.

(3) The Standards Regarding the Exercise of Voting Rights Associated with Cross Holdings



When exercising its cross holdings voting rights, the Company will do so by
determining whether owning stock in another publicly traded company will increase the
value of the corporations in which it invests, from a medium- to long-term perspective. With
regard to the following issues, among others, the Company will exercise its voting rights
only after deliberately examining them in relation to raising corporate value.

« Organizational restructuring, including the merger, acquisition, transfer, and/or
takeover of an important business

» Retirement allowances to executives to be paid by an underperforming company,
such as a company with excessive liabilities

« A planned third-party share issuance that may have the risk of being considered a
favorable issuance

» Policy and countermeasures against takeover bids

[Principle 1-7] (Related-Party Transactions)

With respect to related-party transactions, the Company implements appropriate
procedures in line with the content and nature of the transaction, in accordance with
applicable laws, regulations and internal rules, so as not to impair the common interests of
the Company and shareholders, and such transactions are brought before the Board of
Directors to confirm their appropriateness and economic rationality unless it is clear that
the terms and conditions of such transactions are the same as those of general
transactions.

In addition, the Company conducts an annual inspection in order to determine whether or
not there are any related-party transactions between a Director or his/her close relative(s)
and the Company.

[Supplementary Principle 2-4-1] (Ensuring Diversity in the Appointment of Key Personnel
and Others)

(1) Our Approach to Ensuring Diversity

Based on the recognition that it will become more difficult for the construction industry
to secure human resources due to a projected decrease in the working population,
Kumagai Gumi is proactively working to secure key personnel and to create an
environment and various systems that enable diverse human resources to maximize their
abilities as a foundation to support the operations of the Company and its management.

Our basic approach is to promote the employment of women as core employees and
managers, the employment of people with disabilities, and the reemployment of people
after retirement, as well as to improve the employment environment as a management
foundation.

Kumagai Gumi’s management philosophy is "to be a vibrant corporate organization that
provides a wide range of opportunities for self-fulfililment to motivated employees with



pride and confidence. We have established the Diversity Promotion Policy, which aims to
create a work environment where all people can work diligently and spontaneously with
pride, regardless of gender, age, nationality, gender identity, sexual orientation, or
disability, and we are continuously working on ensuring diversity.

(2) Voluntary and Measurable Goals

Item: Ratio of female managers

Target: Ratio of newly-appointed female managers to be more than 7% of newly-
appointed managers

Current Status: 25.0% (FY2023 Actual)

The above ratio of female managers is the target of the fourth action plan based on the
Act on the Promotion of Women's Active Engagement in Professional Life initiative,
which will be implemented from January 2023 until March 2026.

The Company places importance on ability and personality in appointing managers,
regardless of gender, nationality, or status as a new graduate or mid-career hire.

At present, we do not set individual targets for non-Japanese employees or mid-career
recruitment.

(3) Human Resource Development and Work Style Reform Policies, and Their Current
Status

The Kumagai Gumi Group has defined the human resources we seek as those who are
capable of promoting the Group’s vision, "Enhance, Create, and Support,” meaning
employees who can "enhance themselves, create the future, and support others." We have
formulated the "Human Resource Development Plan™ as a guideline and are striving to
systematically develop and enhance the skills of our employees through various
initiatives.

With the changing working environment and the diversifying of employees' values, we
are creating an environment and various systems that allow employees to choose their
work styles flexibly while meeting their diverse needs. In order to create an environment
where employees can maximize their abilities and obtain a sense of contribution to the
company, we are working to promote reforms in the way we work.

For further information on the current status of human resource development and work
style reforms, please refer to the Company's website and Integrated Report as follows:

HR development:
https://www.kumagaigumi.co.jp/en/sustainability/society/human-resources-initiatives/

Integrated Report:
https://www.kumagaigumi.co.jp/en/sustainability/uploads/ KUMAGAIGUMI%20CSR%?2
02024 EN Web A3.pdf




[Principle 2-6] (Pension Funds as an Asset Owner)
The Company has introduced a defined contribution pension plan, and to ensure that the
plan is properly managed, the Company will carefully select an appropriate fund
management company and provide training to its participants.

[Principle 3-1] (Information Disclosure)

(1) With respect to Kumagai Gumi's management philosophy, management strategies, and
management plan, please see the Company’s website.

[Management Philosophy]

https://www.kumagaigumi.co.jp/en/company/vision.html

[Management Strategies/Management Plan]
(Medium-term Management Plan)

https://www.kumagaigumi.co.jp/en/company/medium-term/

(2) With respect to our basic view on corporate governance, please see “I.1 Corporate
Governance Practices” in this report. Kumagai Gumi's basic policy on corporate
governance is set forth as follows:

<Basic Policy>

(@) Ensuring shareholders’ rights and equality
The Company believes that protection of shareholders' rights is crucial and strives to
maintain an environment where such rights can be appropriately exercised, and gives
utmost consideration to the substantive equality of shareholders.

(b) Appropriate collaboration with all stakeholders
The Company strives to collaborate appropriately with all stakeholders, respect their
rights and status, and give rise to a corporate culture and climate that allows for the
sound operation of business.

(c) Appropriate information disclosure and ensuring transparency
In order to earn the trust of and obtain positive evaluations from stakeholders, the
Company strives to ensure the proactive and appropriate disclosure of information and
the transparency of corporate management.

(d) Duties and Responsibilities of the Board of Directors
The Board of Directors of the Company will fulfill its duties and responsibilities
accordingly to create an environment that supports risk-taking when necessary in
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actively pursuing sustainable growth and to increase medium- to long-term corporate
value.

(e) Communication with shareholders
For the purposes of sustainable growth and the increase of medium- to long-term
corporate value, the Company strives to engage in constructive and proactive
communication with shareholders.

(3) Please see [Director Compensation] of “IL.1. Organizational Structure and Operations”
in this report for the compensation of directors and senior executives.

(4) The candidates for senior executives, including the President and Directors, are carefully
examined and selected by the Board of Directors upon nomination by the President
based on the report by the Nomination and Compensation Committee. The candidates
for Audit & Supervisory Board Members are also carefully examined by the Board of
Directors, based on the comments and opinions of the Audit & Supervisory Board upon
nomination by the President. In choosing such candidates, the President carefully
reviews their qualifications and qualities after considering whether such candidates have
the knowledge, experience, and ability to perform the duties required for their roles in
light of the professional and personal history of each candidate.

With regard to senior executives, including the President, in case there is a report by the
Nomination and Compensation Committee that decides a senior executive falls under the
dismissal criteria stipulated by the Board of Directors, the Board will examine and
determine carefully as to whether it should dismiss the individual in question.

(5) With respect to the Directors and the Audit & Supervisory Board Members, each
candidate’s professional career and personal history as well as the reasons for his or her
appointment are disclosed in the convocation notice of an ordinary general meeting of
shareholders.

[Supplementary Principle 3-1-3] Our Approach to Sustainability and Others

The Kumagai Gumi Group recognizes that its role in society is to help realize "a society
that continues to be rich in people, society, and nature, as well as one in which limited
resources are recycled.” In order to create a sustainable society and achieve sustainable
growth for ourselves, the Company’s basic policy on sustainability is to identify issues
that are important to stakeholders from an ESG perspective, and to pursue both solutions
to social issues (i.e., social value) and growth of business profits (i.e., economic value)
through its business activities.

With regard to our sustainability initiatives, the Kumagai Gumi Group has set out its
goals as non-financial targets in its Mid-term Management Plan, visualizes its
relationship with its business activities based on our "ESG Action Policies™ and the 17
goals of the SDGs in the "ESG/SDG Matrix," and uses this matrix to proactively resolve
issues. We have established a Sustainability Promotion Committee, which examines,
promotes, and evaluates various measures to further promote sustainability.



Please refer to our website for information on our major sustainability-related initiatives,
including investment in human capital, intellectual property, respect for human rights, the
health and working environment of our employees, and risk management for natural
disasters.

In addition, we support the recommendations of the Task Force on Climate-related
Financial Disclosure (TCFD) and are working to enhance information disclosure based
on the TCFD recommendations while analyzing the risks and opportunities posed by
climate change to our business activities, as well as reflecting them in our management.

Medium-term Management Plan:

https://www.kumagaigumi.co.jp/en/company/medium-term/

ESG Action Policies - ESG/SDGs Matrix:

https://www.kumagaigumi.co.jp/en//sustainability/esq/

Major Sustainability Initiatives:

https://www.kumagaigumi.co.jp/en/sustainability/

Disclosure Based on Endorsement of TCFD Recommendations:

https://www.kumagaigumi.co.jp/en/sustainability/environment/tcfd/

[Supplementary Principle 4-1-1] (Outline of the scope of the matters delegated to the
management)

The Company has established the Rules of Board of Directors, and the matters stipulated
in the laws and regulations and the Articles of Incorporation, and the matters that are
material to the business execution are determined by the Board of Directors' resolutions.
The Board of Directors has set forth the matters to be reported on the status of the
business execution by the management under the Rules of Board of Directors, and
strives to supervise such execution.

[Principle 4-9] (Criteria for determining independence of independent Outside Directors)

The Company has selected independent Outside Directors from business managers,
academic experts, and lawyers, expecting them to bring their abundant experience and
extensive knowledge from their past achievements in the management of the Company.
The Company determines that any person who falls under the following criteria, in
addition to the Independence Standards prescribed by the Tokyo Stock Exchange, is not
independent.



[Company’s Criteria for Determination of Independence]

(1) A person who currently falls under any of (a) through (d) below:
(a) a major shareholder of the Company (a shareholder holding 10% or more of the
voting rights in the Company) or a person who executes the business thereof;

(b) a person/entity whose annual business amount with the Company is over 2% of the
respective consolidated total sales of the Company and such person/entity for their
respective most recent fiscal years or a person who executes the business thereof;

(c) aperson/entity who has received donations from the Company in the amount of JPY
10 million or more on average for the past three (3) fiscal years or a person who
executes the business thereof; or

(d) alegal professional, an accounting professional, a consultant or a person belonging
to any of such association who has received cash or other economic benefits from
the Company, except for officer compensation, in the amount of JPY 10 million or
more on average for the past three (3) fiscal years; or

(2) A person who has fallen under any of (a) through (d) above at any time during the past
three (3) years.

[Supplementary Principle 4-10-1 (Approach, authority, and role regarding independence of
the composition of voluntary committees)

The Company has established the Nomination and Compensation Advisory Committee
consisting of the Representative Directors and independent outside directors, which
performs the functions of both the Nomination Committee and the Compensation
Committee. The purpose of this committee is to ensure objectivity and transparency in
the procedures for determining the nomination and dismissal, as well as the amount of
compensation, compensation policy, and institutional design, for directors and executive
officers.

As an advisory body to the Board of Directors, the Nomination and Compensation
Advisory Committee deliberates on matters related to the nomination, dismissal,
compensation, including compensation policy and institutional design of it, and
evaluation of directors and executive officers, as well as appointment of advisors
following the retirement of directors and executive officers. The committee reports its
deliberation results and recommendations to the Board of Directors, and the Board passes
resolutions after reviewing the report of the Nomination and Compensation Advisory
Committee.



[Supplementary Principle 4-11-1] (Our Approach to the Composition of the Board of
Directors)

The Company's Board of Directors is composed of individuals with outstanding
personalities and high ethical standards, and is selected from a variety of perspectives,
including knowledge, experience, ability, expertise, international mindset, gender, and
age, in order to achieve an optimal composition while taking into consideration the
balance of the Board of Directors as a whole, the business environment, and management
plans.

In order to obtain opinions and advice on management from an objective standpoint from
outside the Company, we select appropriate candidates for Outside Directors, mainly
those with management experience at other companies, as well as academic experts and

lawyers.

The directors are decided by the Board of Directors after the candidates were proposed by
the President based on the report from the Nomination and Compensation Committee.

In order to realize our long-term vision and achieve our medium-term management plan,
we have defined the following eight areas as the skill set required by the Board of
Directors, which plays a central role in the process:

1. Corporate management and management strategy, 2. Sales and marketing, 3. Global
business, 4. Technology, R&D, and Digital Transformation, 5. Compliance and Risk
Management, 6. Finance and Accounting, 7. Sustainability (ESG and SDGs), and 8.
Human Resource Development and Diversity.

The Company appoints each director based on his or her responsibilities and experience,
ensuring that the skills required for the Board of Directors are appropriately allocated and
that diversity and balance are well maintained on the Board.

Please refer to our website for a list of the skills that our Board of Directors require and
the skills that are particularly expected of each director (Skills Matrix):

https://www.kumagaigumi.co.jp/en/sustainability/governance/corporate-governance/

[Supplementary Principle 4-11-2] (Concurrent positions in other organizations of
Directors/Audit & Supervisory Board Members)

The concurrent positions held in other organizations by Directors and Audit &
Supervisory Board Members are disclosed in the convocation notice of an ordinary
general meeting of shareholders.

[Supplementary Principle 4-11-3] (Overview of the evaluation of the effectiveness of the
Board of Directors)



Each Director and Audit & Supervisory Board Member is asked annually to evaluate the
effectiveness of the Board of Directors through an anonymous questionnaire. The Board
of Directors reviews the results and considers a range of improvements to ensure its
effectiveness. In addition, starting with the fiscal 2018 evaluation, an outside expert has
set the evaluation criteria, and the results of the evaluation are used as a reference to
ensure and improve the effectiveness of the Company's Board of Directors.

In the evaluation related to the effectiveness of the Board of Directors in fiscal year 2022,
the Company also conducted a self-assessment based on the following evaluation criteria.
Based on the evaluation by the outside expert, we confirmed that the Board of Directors
as a whole is appropriately fulfilling its roles and responsibilities, and we are confident in
our assessment that the Board of Directors on the whole has been surely effectual.

Main Evaluation Criteria:

The composition of the Board of Directors, the operations of the Board of Directors, the
agenda of the Board of Directors meetings, and the support system for the Board of
Directors (including the Nomination and Compensation Advisory Committee), and
improvements from the previous year.

Based on the issues shared from the evaluation of the effectiveness of the Board of
Directors in FY2022, the Company implemented the following initiatives and worked to
invigorate discussions at the Board of Directors’ meetings as appropriate by holding
exchanges of opinions after the meetings.

Major issues shared during the evaluation in FY2022:

Matters to be addressed in the short- to medium-term:

® Promote discussion and deliberation regarding the formulation of a new
medium-term management plan.

® Further promote the transfer of authority by revising the criteria for
submission of proposals to the Board of Directors (a continuing issue from
the previous fiscal year.)

® Promote discussion on further strengthening compliance and group
governance (a continuing issue from the previous term.)

® Promote discussion to further strengthen sustainability initiatives

Matters to be addressed in the medium- to long-term:

® Promote discussion on medium- to long-term matters that should be
addressed for sustainable growth (a continuing issue from the previous term.)

® Consider future executive personnel appointments and compensation at the
Nomination and Compensation Advisory Committee, including consideration
of reducing the total number of directors, the best mix of compositions,
increasing the number of female executives, as well as the ratio of outside
directors.)
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Main improvement efforts for the issues in FY2022:

Exchanging opinions after the Board of Directors’ meetings and outside of the
Board meetings.

Reviewing the reporting frequency of the Internal Audit Department at the
Board of Directors’ meetings.

Holding discussions for the future management structure of the Company at
the Nomination and Remuneration Advisory Committee meetings.
Conducting discussions to review the executive compensation system with
the Nomination and Compensation Advisory Committee.

In order to further enhance the effectiveness of the Board of Directors, the Company will
continue to further practice constructive and active expression of opinions, and to
supervise the execution of business operations in a highly effective manner.

We will continue to work on the following issues, which were shared through the
evaluation of the effectiveness of the Board of Directors in fiscal 2023.

Major issues shared from the evaluation in FY2023:

What to work on in the short- to medium-term:

Supervise to ensure the steady implementation of the Mid-term Management
Plan.

Promote continuous delegation of authority by reviewing the criteria for
proposal submission (a continuing issue from the previous term.)

Promote discussions to strengthen compliance and risk management systems
(a continuing issue from the previous term.)

Promote discussions to further strengthen sustainability initiatives (a
continuing issue from the previous term.)

What to work on in the medium to long-term:

Promote discussions on medium- to long-term issues that should be tackled
for sustainable growth (a continuing issue from the previous term.)

Consider future executive appointments and compensation with the
Nomination and Compensation Advisory Committee (a continuing issue from
the previous term.), including consideration of reducing the total number of
directors, the best mix of compositions, and increasing the number of female
executives, as well as increasing the proportion of outside directors.

[Supplementary Principle 4-14-2] (Training Policy for Directors and Audit & Supervisory
Board Members)

In order for Directors and Audit & Supervisory Board Members to properly perform
their roles and duties, the Company provides the following training opportunities, and
bears the expenses thereof.

11



The Company provides newly-appointed Outside Directors and Outside Audit &
Supervisory Board Members with the information required for them to perform their
duties and responsibilities, such as visits to the frontlines of the Company’s operations;
an overview of the construction industry; the history and the scope of the business,
financial information, and various business strategies of the Company.

The Company provides newly-appointed Directors and Audit & Supervisory Board
Members with training by internal and outside lecturers in order for them to obtain the
necessary knowledge to perform their duties.

In addition, training on legal revisions, corporate governance, and compliance is
adequately provided to all Directors and Audit & Supervisory Board Members by
internal and outside lecturers.

[Principle 5-1] (Policy for Improved Communication with Shareholders)

The Company will actively engage in constructive dialogue with shareholders and
investors to promote understanding of the Kumagai Gumi Group and build relationships
of trust.

(1) The General Manager of the Administration Division shall oversee the dialogue with
shareholders and investors and various related measures.

(2) The Sustainability Promotion Department of the Corporate Strategy Division and the
Finance Department of the Administration Division, which are in charge of IR and
SR activities, including dialogue with shareholders and investors, will oversee and
consolidate information gathered from each department within the Company and
collaborate and promote IR and SR activities with them.

(3) In addition to individual meetings, we will strive to utilize a variety of means of
communication by holding briefings on financial results, business plans, medium-
term management plans, and company facility and construction site tours, as well as
participating in investor conferences and small meetings organized by securities
firms.

(4) Comments and requests from shareholders and investors obtained through this
dialogue will be reported to senior executives or the Board of Directors according to
their importance.

(5) When the above-mentioned communication with shareholders happens and related
measures are taken, the Company provides related information to all the shareholders
and investors in a fair and equitable manner, in compliance with the internal rules on
preventing insider trading stipulated by the Company.
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[Actions to realize management conscious of capital cost and stock price]
(English disclosure available)

The Company recognizes that our most important management mission is to achieve
sustainable growth and enhance corporate value over the medium to long term. In our
medium-term management plan ending in FY 2026, we have set financial targets of ROE of
10% or more, an equity ratio of around 45%, and a payout ratio of around 40%, and we are
working to achieve a good balance between financial soundness and capital efficiency.

In business investment, we make optimal business decisions based on the cost of capital as a
hurdle rate, and we also pay appropriate and stable dividends and purchase and retire
treasury stock to increase shareholder returns and improve capital efficiency, while being
conscious of the stock price.

Please refer to the following Company website for information on future initiatives to
enhance corporate value:

[initiatives to enhance corporate value]

https://www.kumagaigumi.co.jp/en/ir/dialogue/

[Current Status of Communication with Shareholders and Institutional Investors]

In order to contribute to sustainable growth and medium- to long-term improvement of
corporate value, the Company strives to hold constructive meetings with shareholders and
other stakeholders, and feeds back opinions and requests obtained through such dialogues to
directors, management, and others.

We have actively promoted the development of systems and initiatives to improve
constructive dialogue with shareholders and institutional investors, including the
establishment of a new department dedicated to IR on April 1, 2023, and disclosed the status
of implementation of such initiatives and other related information. The dialogues held in
fiscal 2023 are as follows:

1) Main respondents in the dialogues include:
President and Representative Director, officers in charge, and department heads in
charge

2) Shareholders and institutional investors who participated in the dialogues:
Domestic and foreign institutional investors, and analysts
[FY2023 Actual]
® 4 small meetings

71 individual meetings

19 shareholder relations meetings

2 financial results briefings

A conference hosted by securities companies
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® 2 construction site tours

3) Main topics and issues in the dialogues:

Business environment and operations, status reports and the progress of the Mid-term
Management Plan, future strategies, shareholder returns, ESG/SDGs initiatives, etc.

4) Feedback of dialogue results to management

Views and opinions from shareholders and institutional investors obtained through the
meetings are shared with the management as appropriate and are used as references for

future strategy and policy planning.

During the formulation of the mid-term management plan (FY2024-FY2026), the
Company considered its policies for shareholder returns, capital policy, investment
strategy, and other areas, based in part on the opinions obtained through the above-
mentioned dialogues.

Please refer to the Company's website below for specific details of the Company's
initiatives. [Status of Dialogues with Shareholders and Institutional Investors]
https://www.kumagaigumi.co.jp/en/ir/dialogue/

2. Capital Structure

Foreign Shareholding Ratio 30% or more

[Status of Major Shareholders]

Number of Shares Percentage
Name or Company Name Owned (%)

Sumitomo Forestry Co., Ltd. 9,361,200 21.66
The Master Trust Bank of Japan, Ltd. (Trust Account) 5,438,500 12.58
Custody Bank of Japan, Ltd. (Trust Account) 2,689,143 6.22
Kumagai Gumi Business Partner Shareholding Association 2,259,800 5.23
GOLDMAN SACHS INTERNATIONAL 1,495,516 3.46
UBS AG LONDON A/C IPB SEGRAGATED CLEINT ACCOUNT 1,002,955 2.32
BNP PARIBAS LONDON BRANCH FOR PRIME 992 203 230
BROKERAGE SEGREGATION ACC FOR THIRD PARTY ' '
CGML PB CLIENT ACCOUNT/COLLATERAL 876,172 2.03
STATE STREET BANK AND TRUST COMPANY 505103 844,099 1.95
JPMorgan Securities Japan Co., Ltd. 669,518 1.55
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Addendum:

1)  Although Sumitomo Mitsui Trust Asset Management Company, Limited, and its joint
holder, Nikko Asset Management Company, Limited, are listed as owning the following
shares as of October 31, 2023, in the large shareholding report (change report) made
available for public inspection on November 7, 2023, the Company is unable to confirm
the number of shares actually owned as of March 31, 2024, and therefore the shares are
not included in the above list of major shareholders.

® Sharcholder: Sumitomo Mitsui Trust Asset Management Company, Limited, and one
other

® Number of shares held: 3,895,000 shares

® Ownership ratio: 9.01%

2) Although Oasis Management Company Limited is listed as owning the following shares
as of March 14, 2024, in a large shareholding report made available for public inspection
on March 18, 2024, the Company is unable to confirm the number of shares actually held
by the Company as of March 31, 2024, and therefore the shares are not included in the
above list of major shareholders.

® Shareholder: Oasis Management Company Limited

® Number of shares held:4,418,884 shares
® Ownership ratio: 10.23%

3. Corporate Profile

Listed Stock Market and Market Tokyo Stock Exchange, Prime

Section

Fiscal Year-End March

Type of Business Construction
Number of Employees (consolidated)

as of the End of the Immediately 1,000 or more

Preceding Fiscal Year

Sales (consolidated) as of the End of

. ) i JPY100 billion or more, but less than JPY1
the Immediately Preceding Fiscal

trillion
Year
Number of Consolidated Subsidiaries
as of the End of the Immediately Less than 10

Preceding Fiscal Year
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4. Policy on Measures to Protect Minority Shareholders in Conducting Transactions with
Controlling Shareholder

N/A

5. Other Special Circumstances Which May Have Material Impact on Corporate Governance

N/A

I1. Business Administration Organization and Other Corporate Governance Systems

Regarding Managerial Decision-making, Execution of Operations, and Supervision

of Management

1. Organizational Structure and Execution of Operations

Organization Form Company with Audit & Supervisory Board

[Directors]

Number of Directors Stipulated in Articles

. 12 persons
of Incorporation
Term of Office Stipulated in Articles of 1 year
Incorporation
Chairperson of the Board of Directors President
Number of Directors 11
Appointment of Outside Directors Appointed
Number of Outside Directors 4
Number of Independent Directors 4
Designated from among Outside Directors

Relationship with the Company 1)

Relationship with the Company*

Name Attribute blcld|le|flglhl|iljlk

Sakae Yoshida From other companies

Shigeru Okada From other companies

Kimie Sakuragi | From other companies

Masaya Nara From other companies
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* Categories for “Relationship with the Company”

* “0O" when the Director presently falls or has recently fallen under the category; “2"
when the Director fell under the category in the past

* “@" when a close relative of the DirectorPresent_Iy falls or has recently fallen under

hD OO oTC®

the category; “A"when a close relative of the Director fell under the Category in the

past

Executive (a person who executes business) of the listed company or its subsidiaries
Executive or Non-executive director of a parent company of the listed company
Executive of a fellow subsidiary company of the listed company
A party whose major client or supplier is the listed company or an executive thereof
Major client or supplier of the listed company or an executive thereof
Consultant, accountant, or legal professional who receives a large amount of
monetary consideration or other property from the listed company besides officer
compensation
. Major shareholder of the listed company (or an executive of the aforementioned
major shareholder if the shareholder is a legal entity)
. Executive of a client or supplier company of the listed company (which does not
correspond to any of “d,” “e,” or “f”) (the director himself/herself only)
Executive of a company for which outside officers are mutually appointed (the
director himself/herself only)
Executive of a company or organization that receives a donation from the listed
company (the director himself/herself only)
. Others
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1) Relationship with the Company 2)

Appointed
as Supplemental Remarks of :
NEE Independent the Relationship REasONSHORARDOIRImERt
Director

After joining Dainippon Ink and
Chemicals Co., Ltd. (currently DIC
Corporation), Mr. Sakae Yoshida
served as plant manager of DIC’s
Sakai Plant and Chiba Plant, and
then became the Executive Officer in
charge of the Production
Management Division as a board
member of DIC Corporation.

Mr. Yoshida has been appointed as an
outside director since he has a track
O record in management as a board

" manager and has a wealth of
experience and extensive insights
cultivated throughout his career.

Sakae Yoshida

In addition, he meets the requirements
for independent officers set forth in
the rules of the Tokyo Stock
Exchange and the Company’s Criteria
for Determination of Independence,
and therefore he is designated as an
independent officer pursuant to the
resolution of the Board of Directors.
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Shigeru Okada

After joining Showa Sangyo Co., Ltd.,
Mr. Shigeru Okada served as President
and Representative Director and
Chairman of the Board of Directors of
Showa Sangyo Co., Ltd. after holding
important positions, such as Executive
Director in charge of multiple
departments. He has been elected
because he has a wealth of experience
in management and can be expected to
provide appropriate guidance and
advice to the Company's management
based on his extensive experience and
broad insight cultivated through his
past achievements.

Additionally, since he satisfies the
requirements for independent directors
as stipulated by the Tokyo Stock
Exchange and the Company's criteria
for determining independence, he has
been designated as an independent
director by a resolution of the Board of
Directors.
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Kimie
Sakuragi

After joining Fukutake Shoten Co.,
Ltd. (currently Benesse Holdings,
Inc.), Ms. Kimie Sakuragi held
important positions such as General
Manager of Corporate Ethics and the
Compliance Office, and has
experience as a full-time corporate
auditor in the same company.

She also has extensive business
experience, including serving as an
outside director of TOYOBO CO.,
LTD., an outside director of Isuzu
Motors, Ltd. (Audit Committee
member), and as a specially-appointed
professor at the graduate school of the
University of Aizu.

The Company has elected her because
she is expected to provide appropriate
guidance and advice to the Company's
management based on her extensive
experience and wide range of
knowledge gained from her
achievements.

In addition, she satisfies the
requirements for independent directors
as stipulated by the Tokyo Stock
Exchange and the Company's criteria
for determining independence, and
therefore she has been designated as an
independent director by a resolution of
the Board of Directors.
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After joining Yasuda Trust & Banking
Co., Ltd. (now Mizuho Trust &
Banking Co., Ltd.), Mr. Nara
participated and was involved in the
management of the company as
Executive Officer, General Manager of
Investment Planning Department, and a
full-time auditor. In addition, he is a
partner in the Torikai Law Office as an
attorney. He also served as an outside
director (audit committee member) for
Tamron Co., Ltd., and Riso Kagaku
Corporation.

O -
Masaya Nara We have appointed him since he can be

expected to provide appropriate
guidance and advice to the Company's
management based on the wealth of
practical experience and broad
knowledge and expertise he has
cultivated through his track record. In
addition, he is designated as an
independent director by a resolution of
the Board of Directors because he
satisfies the requirements for an
independent director stipulated in the
regulations of the Tokyo Stock
Exchange and the Company's criteria
for determining independence.

Establishment of Voluntary
Committee(s) Equivalent to Nomination | Established
Committee or Compensation Committee

Status of Voluntary Committees, Committee Member Composition, and Chairperson’s
Attribute

Number Number
) Tota_INumberof Numb(_arof Numt_)er of of Number of Committee
Committee Name [Committee Members| Full-time | of Inside . . .
(persons) Members | Directors Ol Outside Other Chairperson
Directors | Experts
i Nomination and
Equivalent to . Outside
L Compensation 6 0 2 4 0 0 -
. Director
Nomlnf’:ltlon Committee
Committee
Colimikes Nomination and
Equivalent to ; Outside
Gompensation Compensation 6 0 2 4 0 0 Director
. Committee
Committee
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Addendum:;

The Company has established the Nomination and Compensation Committee as an advisory
body to the Board of Directors, consisting of the Representative Directors and the Outside
Directors, in order to further ensure objectivity and transparency in the process of nominating
and dismissing Directors and Executive Officers and determining the proper amount of
compensation, including the design of such a system. This Committee is in charge of both
nominating appropriate persons and determining their compensation.

In fiscal year 2023, the Nomination and Compensation Advisory Committee met five (5)

times, with all committee members in attendance at each meeting. We evaluated the
performance of directors and executive officers in terms of their contribution to the business
results for the fiscal year that ended March 31, 2023, the amount of individual compensation

for the fiscal year that ended March 31, 2024, and the executive structure for the fiscal year

that will end March 31, 2025, as well as reviewing the management structure, executive
compensation system for the future, and reviewing the structure of the Nomination and
Compensation Advisory Committee.

In addition, the chairperson of the committee was changed from the President and
Representative Director to an outside director in fiscal year 2023, and the committee members
from internal directors have been changed to the President and Representative Director and
the Vice Present and Representative director in fiscal year 2024.

[Current Composition of the Committee] (since April 1, 2024)
Committee Chairman: Shigeru Okada (Outside Director)

Committee Member: Shin Ueda (President and Representative Director)

Committee Member: Koji Okaichi (Vice President and Representative Director)

Committee Member: Sakae Yoshida (Outside Director)
Committee Member: Kimie Sakuragi (Outside Director)
Committee Member: Masaya Nara (Outside Director)
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[Audit & Supervisory Board]

Establishment of Audit & Supervisory Established
Board

Number of Audit & Supervisory Board

Members Stipulated in Articles of 5
Incorporation

Number of Audit & Supervisory Board 3

Members

Close Cooperation among the Audit & Supervisory Board, the Accounting Auditors, and
the Internal Audit Department

The Audit & Supervisory Board, the Accounting Auditors, the President and the Outside
Directors exchange opinions regularly. In addition, an Audit & Supervisory Board
Member records feedback after the Accounting Auditor’s audit and exchanges opinions
with the Accounting Auditor as appropriate.

In addition, the Audit & Supervisory Board receives reports on the annual audit results
of the Internal Audit Department and exchanges views thereon at the appropriate times.

Appointment of Outside Audit & .
Supervisory Board Members Al
Number of Outside Audit & Supervisory 5

Board Members

Number of Independent Audit & 5
Supervisory Board Members

Relationship with the Company 1)

. T .
Name Attribute Relationship with the Cqm a_ny
a|/blc|d]je|flg|/H]Ii]]jlKk
. Certified Public
Akio Yamada Accountant
Miho Ueda Attorney at Law

* Categories for “Relationship with the Company”

* “O" when the Audit & Supervisory Board Member presently falls or has recently
fallen under the category; “2"” when the Audit & Supervisory Board Member has
fallen under the category in the past
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* “@" when a close relative of the Audit & Supervisory Board Member presently
falls or has recently fallen under the category; “A" when a close relative of the

Audit & Supervisory Board Member has fallen under the category in the past
a. Executive of the listed company or its subsidiary

Non-executive director or accounting advisor of the listed company or its

subsidiaries

Executive or non-executive director of a parent company of the listed company

Corporate auditor of a parent company of the listed company

Executive of a fellow subsidiary company of the listed company

A party whose major client or supplier is the listed company or an executive thereof

Major client or supplier of the listed company or an executive thereof

Consultant, accountant or legal professional who receives a large amount of

monetary consideration or other property from the listed company besides officer

compensation

i. Major shareholder of the listed company (or an executive of the aforementioned
major shareholder if the shareholder is a legal entity)

j. Executive of a client or supplier company of the listed company (which does not
correspond with any of “f,” “g,” or “h”) (the Audit & Supervisory Board Member
himself/herself only)

k. Executive of a company for which outside officers are mutually appointed (the
Audit & Supervisory Board Member himself/herself only)

I. Executive of a company or organization that receives a donation from the
listed company (the Audit & Supervisory Board Member himself/herself only)

m. Others

o

SKQ ho oo
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Relationship with the Company 2)

Name

Appointed as
Independent
Audit &
Supervisory
Board
Member

Supplementary
Explanation of the
Relationship

Reasons for Appointment

Akio Yamada

After registering as a certified public
accountant, Mr. Yamada served as a
partner at KPMG AZSA LLC., and as an
outside auditor at Nittan Corporation and
Uchida Yoko Co., Ltd. He is appointed to
this position because he can be expected to
conduct appropriate audits of the
Company's management from an objective
standpoint, based on the wealth of
experience and expertise he has cultivated
throughout his career.

In addition, he is designated as an
independent director by a resolution of the
Board of Directors because he satisfies the
requirements for an independent director
stipulated in the regulations of the Tokyo
Stock Exchange and the Company's
criteria for determining independence.

Miho Ueda

After registering as an attorney-at-law, Ms.
Ueda served as a partner at Sunrise Law
Offices and has a wide range of
professional experience, including serving
as an outside director of Legal Corporation
and an outside director (member of the
Audit Committee) of Marion Corporation.
She was appointed to the Board of
Directors because she can be expected to
conduct appropriate audits of the
Company's management from an objective
standpoint, taking advantage of her wealth
of experience and expertise cultivated
through her past experience.

In addition, she is designated as an
independent director by a resolution of the
Board of Directors because she satisfies the
requirements for an independent director
stipulated in the regulations of the Tokyo
Stock Exchange and the Company's criteria
for determining independence.
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[Independent Officers]

Number of Independent Officers 6

Other Matters Relating to Independent Officers

All eligible outside officers are designated as independent officers.

[Incentives]

Incentive Policies for Directors Other

Addendum:

The Company has introduced a compensation system in which a part of the fixed
compensation (cash compensation) of Directors (excluding Outside Directors and part-time
non-executive Directors) is determined based on their contribution to the Company’s
operations results. The Company also decided to introduce a stock-based compensation plan
using a trust at the 81st Ordinary General Meeting of Shareholders held on June 28, 2018. The
purpose of the new system is to enhance the Directors’ (excluding Outside Directors and part-
time non-executive Directors) awareness of their contribution to the improvement of medium-
to long-term performance and the increase of corporate value by solidifying the linkage
between Directors’ compensation and the Company’s share value, and sharing the benefits
and risks arising from fluctuations in the share price with shareholders.

In addition, at the 87th annual general meeting of shareholders held on June 27, 2024, it was
decided to shift to a stock compensation plan using a performance-linked RS Trust.

Recipients of Stock Options

[Director Compensation]

Disclosure (of Each Director's

\ Each Director's compensation is not disclosed.
Compensation)

Addendum:

Total annual compensation for eleven (11) directors: 264 million yen (including 43 million
yen for 4 outside directors)

Total annual compensation for four (4) corporate auditors: 39 million yen (including 21
million yen for 3 outside corporate auditors)
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The total amount of annual remuneration for directors (excluding outside directors) includes a
provision of 22 million yen for the stock benefit reserve recorded in fiscal 2023 based on the
stock compensation plan using a trust. In fiscal 2023, there is no stock delivery to persons
who were directors (excluding outside directors) as there are no persons eligible for s

uch stock delivery.

The compensation structure for the Company's directors (excluding outside directors and part-
time non-executive directors) is as follows:
The figures in parentheses represent the standard percentage of total remuneration.

1) Monetary compensation (90%
1) ry comp (90%)

i. Compensation commensurate with position (fixed amount) (63%)
ii.  Portion reflecting contribution performance (27%).

Contribution performance is determined based on the previous year's contribution
performance (determined by the degree of achievement of company-wide and departmental
performance and the degree of achievement of individual roles), and is varied between 0%
and 150% of the portion reflecting the contribution performance and paid.

Starting from July 2024 onwards, the payment will be made by varying the contribution
performance of the previous year in a range from 0% to a maximum of 200% to the
portion reflecting contribution performance, depending on the achievement of non-
financial goals (ESG evaluation), in addition to the achievement of company-wide and
divisional performance and individual roles.

Contribution performance is determined by the President and Representative Director (or
the Board of Directors for ESG evaluations), while taking into consideration the
deliberations of the Nomination and Compensation Advisory Committee.

(2) Stock compensation (10%)

From July 2024 onwards, the stock compensation plan shall be a stock compensation plan
using a trust that grants points in accordance with the position and the total shareholder
return (TSR) compared to other companies in the same industry separately selected by the
Company for each fiscal year, and deliver shares at a certain time each year in principle.
The standard and procedures for the delivery of shares shall be determined in accordance
with the Share Delivery Regulations established by the Board of Directors.

Bonus payments will be considered in the event that business performance significantly
exceeds the plan.

(3) Others
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The standard ratio of the non-performance-reflective portion is 73% while the
performance-reflective portion is 27% of the total. Starting from July 2024 onwards, the
non-performance portion will be 63%, while the performance-reflective portion will be
37%, in accordance with the revision of the compensation system.

Outside directors and part-time non-executive directors receive only a fixed amount of
monetary compensation commensurate with their positions.

I1-1. [Remuneration for Directors] Supplementary Explanation of Applicable Items 6

Policy on Determining Compensation Established
Amounts or Calculation Methods thereof

Disclosure of Policy for Determining the Amount of Remuneration and Its Calculation
Method

The Company's Board of Directors has adopted a resolution on the policy for determining the
amount of remuneration for each individual Director, based on the report of the Nomination
and Compensation Advisory Committee. The outline is as follows:

1. Basic policy

The remuneration of the Company's Directors shall be linked to the profits of shareholders so
that it will function appropriately as an incentive to improve corporate value on a sustainable
basis. In determining the compensation of individual Directors, the Company's basic policy is
to set an appropriate level based on the responsibilities of each position.

Specifically, the compensation of each Director shall consist of monetary remuneration (fixed
payment and bonuses) and stock-based remuneration. Outside Directors and part-time non-
executive Directors, who are responsible for supervisory functions, shall be paid only a fixed
monetary compensation commensurate with their position. Remuneration for Executive
Officers shall be handled in the same manner as the basic policy and composition of
remuneration for Directors described above.

2. Policy on determining the composition and amount of remuneration for individuals or the
method of calculation

Fixed salary

Monetary compensation, which is a fixed monthly salary, consists of payment based on the
position and remuneration based on the actual contribution to business performance. The
amount is determined by the Board of Directors within the limit of the total amount of
remuneration for Directors determined by the General Meeting of Shareholders, taking into
consideration the salary level of employees and the market rate as well as the results of the
Nomination and Compensation Advisory Committee's report.
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With respect to the compensation for each Director's contribution to the Company's
performance, the amount shall be determined by reflecting the evaluation of each Director's
achievement of the performance plan for the previous year in the standard amount of salary
according to the position determined by the Board of Directors. The evaluation of each
Director shall be determined based on the degree of contribution to business results and the
degree of achievement for the entire Company and each department, as well as the degree of
achievement for the non-financial targets (ESG evaluation).

Additionally, the Board of Directors will delegate the evaluation decision to the President and
Representative Director, and to ensure that such delegation is properly implemented, the
President and Representative Director will consult with the Nomination and Compensation
Advisory Committee on the results of the evaluation.

Bonuses

Bonuses, which are temporary monetary remuneration, shall be linked to business
performance and paid on an ad hoc basis. Within the limit of the total amount of remuneration
for Directors determined by the General Meeting of Shareholders, bonuses shall be
determined by the Board of Directors, taking into account the results of the Nomination and
Compensation Advisory Committee's report and comprehensively taking into account
business performance, contribution results, and the like for each fiscal year.

Stock-based remuneration

Stock-based remuneration is a compensation system using a trust that grants points to
Directors, excluding Outside Directors and part-time non-executive Directors, each fiscal year
in accordance with their positions and the total shareholder return (TSR) compared to other
companies in the same industry selected separately by the Company, and delivers shares at a
certain time each year. The criteria and procedures for the delivery of shares shall be
determined in accordance with the Share Delivery Regulations established by the Board of
Directors.

3. Policy on determining the ratio of compensation by type with respect to the amount of
remuneration for each individual

The Board of Directors shall determine the ratio of compensation composition by type for
Directors other than Outside Directors and part-time non-executive Directors, taking into
account the results of the report of the Nomination and Compensation Advisory Committee,
so that the ratio will function appropriately as an incentive for Directors.

The composition and amount of compensation for each individual Director were determined
in accordance with the procedures set forth in the above decision policy and, in particular,
were based on careful consideration by the Nomination and Compensation Advisory
Committee, of which the majority is comprised of Outside Directors. Therefore, the Board of
Directors believes that the method of remuneration for each individual Director for the current
fiscal year is in line with the above decision policy.
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Remuneration for Corporate Auditors is determined by discussion among them within the
limit of the total amount of remuneration for corporate auditors determined by the General
Meeting of Shareholders.

The details of the resolution of the General Meeting of Shareholders regarding the maximum
amount of compensation for directors and corporate auditors are as follows:

Directors: Total amount of monetary compensation: Up to 30 million yen per month
-- resolved at the extraordinary general meeting of shareholders held on January 24, 2001

Total stock-based compensation: The maximum amount of money to be contributed by the
Company as funds for the acquisition of the Company's shares necessary for delivery to
Directors, i.e. the amount obtained by multiplying the number of years to which the stock
compensation plan is applicable by 25 million yen.

The maximum total number of points to be granted to Directors excluding Outside Directors
is 25,000 points per fiscal year (one point per share).

-- resolved at the 81st Ordinary General Meeting of Shareholders held on June 28, 2018.

Stock compensation in July 2024 onwards:
Total amount of stock compensation: maximum amount of money to be contributed by the
Company to fund the acquisition of the Company's shares necessary to deliver to directors.
Maximum amount of the total number of points to be granted to directors (excluding outside
directors) per fiscal year multiplied by the number of fiscal years covered by the stock
compensation plan 75 million yen
75,000 points (1 share per 1 point)

-- resolved at the 87th Ordinary General Meeting of Shareholders held on June 27, 2024

Corporate Auditor:

Total amount of monetary remuneration: 5 million yen or less per month
-- resolved at the 51st Ordinary General Meeting of Shareholders held on December 16, 1988

[Supporting System for Outside Directors (Outside Audit & Supervisory Board
Members)]

The Secretariat Department of the Corporate Strategy Division and Corporate Planning
Department help communicate necessary information to Outside Directors and Outside
Audit & Supervisory Board Members. In addition, the aforementioned Department
provides information to Outside Directors and Outside Audit & Supervisory Board
Members through a prior explanation of the agenda for the Board of Directors meeting,
depending on the importance of the issue.
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[Status of Persons who Retired from the Position of Representative Director and
President, etc.]

B The Names of the counselors/advisors who previously served as Representative
Director and President:

Working Date of
. Retirement | Term
: - Summary of | Arrangements/Conditions
Name Title/Position . . . as of
Duties (Full time or Part time, : .
. . President, | Office
Paid or Unpaid) etc

None

Total Number of Counselor/Advisors Who Have
Previously Served as Representative Director and | 0 Person
President

Bl Others:
The Company engages a former Representative Director and President as Corporate
Advisor or Advisor as necessary, for the purposes of obtaining advice to maintain
amicable relationships with business partners, or for external activities beneficial to the
management of the Company.

Currently, there are no subject counselor or advisor appointments.

The engagement of and the compensation for the Corporate Advisor or Advisor are
determined by the resolution of the Board of Directors meeting, considering the report
from the “Nomination and Compensation Committee.”

Upon engagement, the term of office needs to be renewed each year and the Company
does not grant any authority to such Corporate Advisor or Advisor that would influence
the management decisions of the Company.

Matters Related to Management of Operations, Auditing, Supervision, Nomination and
Decision on Compensation (Overview of Current Corporate Governance

With respect to material management issues, the points of contention and issues are
clarified and addressed at the Management Meeting, where the President presides as
chairperson, and thereafter such issues are determined at the Board of Directors
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meeting. In principle, the Board of Directors Meeting, consisting of eleven (11)
directors including four (4) outside directors, is held once a month to make decisions
regarding important management issues and to supervise all management-related
matters based upon the periodic status report on the performance of duties. Auditors
including outside auditors also attend board meetings and inspect the performance of
the duties by the Directors and express their opinions when necessary.

The Management Meeting consisting of the President, Executive Vice President, and
Senior Executive Officers is held twice a month to deliberate matters that require
careful consideration from wide perspectives, including important issues in the
execution of everyday duties.

The Audit & Supervisory Board Members (including Outside Audit & Supervisory
Board Member) also attend these meetings to oversee management.

In addition, we have established a meeting of Directors and Branch Managers, chaired
by the President, to confirm the status of achievement of the performance plan and to
ensure that all Directors and Branch Managers are fully aware of management
strategies and policies for addressing management issues, which is held once every
three months. Under the management meeting and the Executive Branch Managers'
meeting, we have established task-specific meeting bodies composed of cross-
divisional members, such as the Information Strategy Committee, the Technology
Development Strategy Committee, the Initiatives Judgment Meeting, the Sustainability
Promotion Committee, and the Branch Performance Progress Confirmation Meeting,
which are held as needed.

In order to strengthen the compliance system, the Company has established the Legal
Compliance Department as its specialized team that focuses on legal compliance and
administers the relevant employee-training program on a regular basis. In addition, the
“Legal Compliance Audit Committee,” consisting of outside committee members, is set up
to receive an objective and professional evaluation from an outside stakeholder's
perspective regarding the execution of duties and operations in the Company. In this way,
various systems operating within the Company are constantly reviewed for improvement.
The Board of Corporate Auditors holds a meeting once a month as a rule. It is comprised
of a full-time auditor and two (2) part-time auditors including two outside auditors. It
develops an auditing policy and creates an auditing plan, as well as clarifies the separation
of responsibilities.

The Board shares with the Company the implementation status report based on the plan
and the Company regularly receives a report on the results of the accounting auditing and
internal auditing, as well as the contents of the important meetings and material issues in
business operations.

In addition, the Company has set up the Audit Office as an internal audit department,
and based on its annual audit plan, it carries out the auditing engagements dedicated to
compliance matters of the Company and its group companies. The results are always
reported to the President.

With respect to the accounting audit prescribed under the Companies Act and the
Financial Instruments and Exchange Act, the Company has received a fair and
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equitable audit from GYOSEI & CO. The names of the certified public accountants
who conducted the audit for the fiscal year that ended in March 2024 and the
composition of the supporting personnel relating to the audit services are as follows:

The names of the certified public accountants who conducted the audit:
Naoko Enomoto,
Susumu Sugeno

Composition of supporting personnel related to the auditing services:
Certified Public Accountants: 12 accountants
Others: Nine (9) persons

The Company has entered into an agreement with all of the Outside Directors and
Audit & Supervisory Board Members which limits the liability for damages set forth in
Article 423, Paragraph 1 of the Companies Act. The amount of liability for damages
under the aforementioned agreement is limited to the amount prescribed in Article 425,
Paragraph 1 of the Companies Act.

Reasons for Adoption of the Current Corporate Governance System

The Company has adopted the Executive Officer System for efficient execution of the
Directors’ duties, and has appointed four (4) Outside Directors in order to further
enhance the supervisory function of the Board of Directors.

Furthermore, the Company has appointed two (2) Outside Audit & Supervisory Board
Members, who attend the Board of Directors meetings and Management Meetings and
receive reports on the important contents of the meetings, the status of internal audits
and other material management issues during the Audit & Supervisory Board meeting
held every month.

The “Legal Compliance Audit Committee” consisting of outside committee members
(mainly lawyers) makes professional and unbiased evaluations with respect to legal
compliance on the management of the Company’s operations.

The Company believes that the management oversight function has been sufficiently
ensured with its current corporate governance system.
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I11. Implementation of Measures for Shareholders and Other Stakeholders

1.

2.

Measures to Revitalize the General Shareholders Meetings and Improve the Exercise of

Voting Rights

Supplemental Remarks

Early Notification of
Convocation of General
Shareholders Meeting

In order to give shareholders a sufficient time frame for
deliberation in exercising their voting rights, the Company
will send a convocation notice more than three (3) weeks
prior to an ordinary general shareholders meeting, and will
release the same electronically on TDnet, its website, and
the Electronical Voting Platform geared toward Institutional
Investors, more than four (4) months in advance.

Electronic Exercise of
Voting Rights

It is possible for shareholders to exercise voting rights on
the website designated by the Company
(https://www.soukai-portal.net).

Participation in the
Electronic Voting
Platform

The Company has adopted the “Electronic Voting Platform
for Institutional Investors.”

English Version of
Convocation Notice
(Summary)

The Company provides an English version of the
Convocation Notice translated from the original Japanese
on TDnet, its website, and on the Electronic Voting
Platform for Institutional Investors.

Others

The Company strives to facilitate the exercise of voting
rights for both domestic and overseas shareholders by
posting a convocation notice on its website. In addition, the
Company make efforts to provide easily comprehensible
explanations of reports on the settlement of accounts at the
ordinary shareholders general meeting by illustrating the
results of operations by using charts and graphs.

IR Activities | Updated

Explanation
by
Representativ
e

Supplemental Remarks

Prepare and
Publish
Disclosure
Policy

For further information, please visit our website at
https://www.kumagaigumi.co.jp/en/news/uploads/images
-en-20240411-kumagaigumi-information-disclosure-
policy.pdf
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Regular Briefings for securities analysts are given twice a year at Provided
Investor the time of the release of the final settlement of accounts
Briefings for | and at the time of the second quarterly results. Each
Analysts and | officer in charge and a department head will provide an
Institutional explanation of the detailed financial results and business
Investors developments.
https://www.kumagaigumi.co.jp/en/ir/
Posting of IR | Contents: Timely disclosure materials, including
Materials on | €arnings, convocation notices of the ordinary general
the Website | shareholders meeting and attachments thereto,

shareholders’ newsletters, etc.

Establishmen . L
Departments in charge: Corporate Strategy Division-

tofa Ftmet :
Department Sustainability Promotion Department and

and Manager Administration Division-Finance Department
in Charge of

IR

3. Measures to Ensure Proper Respect for Stakeholders

Supplemental Remarks and Explanations

Kumagai Gumi's basic philosophy is to be a corporation that holds the
highest value for all stakeholders in relation to its corporate activities,
including customers, shareholders, and the local community, and such
approach is described in the “Corporate Motto,” the “Management
Philosophy,” and the “Kumagai Gumi's Code of Conduct,”
respectively.

Stipulation of
Internal Rules for
Respecting the
Position of
Stakeholders

1. Reducing COz emissions; 2. Reducing waste and promoting green
procurement; 3. Considering biodiversity; 4. Promoting environmentally
sensitive designs and developing environmentally friendly technology;

5. Promoting educational activities geared toward global environmental
conservation (regional volunteer activities, aid for reconstruction work,
activities as an "Eco-First" company, "Cool Choice" activities,
"Environment Month™ (June), "3R Promotion Month" (October), Co-
sponsoring of "Midori Net"; 6. Proactive disclosure of information on
environmental preservation activities. (A "Corporate Report" is prepared
and distributed once a year and disclosed on the website.) 7. Social
contribution activities by employees (Kumagai Gumi Smile Project)

Implementation of
Environmental
Activities and CSR
Activities

Development of
Policies Regarding
Information
Distribution to
Stakeholders

The “Kumagai Gumi Code of Conduct” has stipulated a basic policy,
“We aim to become a corporation with "open communication™ that
discloses corporate information in a timely manner that is expected by
society."

1V. Matters Related to the Internal Control System
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1. Our Approach to the Internal Control System and the Progress of System
Development

B Our Approach to the Internal Control System

With the understanding that it is critical to enhance the effectiveness of corporate
governance in order to realize our management philosophy, “We aim to be a corporate
group that contributes to society through its business with construction as its core,”
the Company has established its basic policies and procedures for the internal control

systems,

devised specific structures of internal control based thereon, and constantly

checks—and reviews—the system that it has developed.

B Progress of the Internal Control System

1. Structure to Ensure that Duties of Directors and Employees are Executed in
Compliance with Laws, Regulations, and Articles of Incorporation

» The Company has established and thoroughly implemented the Code of

Corporate Conduct for all of the Directors, Executive Officers (hereinafter
collectively the “Officers”) and employees.

With respect to the procedures required to execute duties, the Company has
established internal rules, such as Rules on Organization, Rules on
Allocation of Duties, Rules on Management Authority, and Rules on
Decision-Making Procedures.

In order to strengthen and put in place a management that complies with
laws and regulations, compliance training is held annually at the Head
Office and all of the Branch Offices. Some of the Group Companies are
invited to participate in these compliance training programs.

The Company has set up a whistle-blowing system to encourage internal
reporting.

The Company has established the Legal Compliance Audit Committee, which
IS an organization independent of the management, that meets once a year for
annual overviews and meets as needed for individual matters. It has received
independent evaluations from the committee on its compliance structure.

2. The System for Storing and Managing Information Relating to Directors
Executing their Duties

L]

The Company has established the proper storage and management of all
information relating to the execution of the Directors’ duties.

3. Rules and Other Systems for Risk Management
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» The risks assumed in business operations are classified by each department,
and the supervising department has prepared relevant manuals based on
these risks.

 In order to cope with large-scale disasters, the Company has created a business
continuity and resilience plan and set up the Crisis Management Committee to
deal with potential threats to the Company.

» The Company has established internal rules and regulations, such as the
Rules on Compliance, Rules on Decision-Making Procedures, and Rules on
Internal Audits. It has also established cross-sectional, company-wide
committees for matters where multifaceted risks need to be considered.
4. The System to Ensure Efficient Execution of Duties by Directors

« With respect to important managerial issues including management
strategy, budgets for each department, and capital expenditures, the Board
of Directors makes decisions based on the issues raised and addressed at the
Management Meeting.

» The Company holds the Officer-Branch Manager Meetings once in every
quarter in order to inform the Executive Officer and Branch Managers
thoroughly of the Company's policies as it relates to addressing
management strategies and other relevant issues.

5. The System to Ensure Adequate Operations within the Company Group

* The Company has established the Rules on Administration and Management
of Domestic Group Companies and the Rules on Administration and
Management of Overseas Group Companies in order to administer and
support the overall management of the group companies by understanding
their business conditions, reporting on and responding appropriately to risks
and building an efficient structure for performing their duties. The Group
Management Promotion Committee has been established to confirm the
business performance of individual group companies and examine
management issues from the perspective of group management, and meets
once every three months and the results of which are reported to the Board
of Directors. In addition, the Presidents of major Group companies attend
Board of Directors meetings as appropriate and exchange opinions.

» The group companies have put in place corporate auditors and set the Rules
on Audits by Corporate Auditors of Group Companies for the purpose of
conducting appropriate auditing.

» The Internal Audit Department of the Company conducts internal audits of

the Company and its group companies pursuant to the annual audit
schedule.
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« The Company has a whistle-blowing system which enables the employees
of the group companies to report directly to the Company’s contact desk.

» Any serious compliance violations at Group Companies are reported to the
Company's Board of Directors.

6. Matters Concerning Audits by Audit & Supervisory Board Members

* In the audits conducted by the Audit & Supervisory Board Members, the
Officers and employees of the Company and Group companies as well as the
corporate auditors of the group companies report on the status of the duties of
which they are in charge. Furthermore, the Audit & Supervisory Board
Member of the Company attends important meetings, such as the Board of
Directors as well as management meetings, to understand the current status
of the operations and requests progress reports, as necessary, from the
Officers and employees. The Company also holds a liaison meeting of the
Group Auditors in which the auditors of the Company and major Group
companies are members.

« In order to enhance the effectiveness of audits by the Audit & Supervisory
Board Members, the Audit & Supervisory Board Members confirm the
results of the audit by the Accounting Auditor and the Internal Audit
Department and exchange opinions with the Representative Director, Outside
Directors, Accounting Auditors, and the Internal Audit Department.

* For your reference, please see to the “Diagram” attached hereto.

2. Basic Views on Eliminating Anti-Social Forces

B Basic Views on Eliminating Anti-Social Forces

The Company does not and will not have any relationship with anti-social forces. In
addition, the Company takes a resolute stance and firmly rejects any unlawful
demands from anti-social forces.

M Progress Report on Eliminating Anti-Social Forces

“Kumagai Gumi's Code of Conduct” clearly states that the Company takes a
resolute stance toward anti-social forces that pose threats to social order, and
thoroughly implements and informs all of its Officers and employees of such
policies.

A chapter is dedicated to the “Handling of Anti-social Forces™ in the “Compliance
Program,” which states that the Company firmly opposes any anti-social forces,
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such as Boryokudan, and completely severs any relation therewith, specifies how to
handle cases where the Company receives any unlawful demands from anti-social
forces, and thoroughly informs all of its Officers and employees of such matters.

In order to prevent any damage resulting from unlawful demands in cases where
anti-social forces become a business partner, information regarding the elimination
of antisocial forces has been provided in the “Agreement on Subcontracting of
Specialized Construction.”

In addition, any unlawful demands from anti-social forces will be handled in
cooperation between the General Affairs Department and the Legal Department
while closely working with outside institutions, including the police and lawyers.

V. Miscellaneous

1. Adoption of Anti-Takeover Measures

Adoption of Anti-Takeover Measures | None

2. Other Matters Concerning Corporate Governance System

In order to earn the trust of and obtain an appropriate evaluation from stakeholders, one
of the basic management policies of the Company is to strive to conduct proactive and
proper information disclosure and secure transparency of the corporate management.

With respect to the disclosure of material information related to the Company’s business,
operations, and financial results, such information shall be completely under the control
of the Company, and the Company strives to conduct prompt, accurate, and fair
disclosures in line with the flow indicated below:

<The Flow of the Timely Disclosure of Company Information>

(1) Collection of Management Related Information
Important management related information including proposals from each
department, financial information, and/or occurrence facts are consolidated by the
Secretariat Department of the Corporate Strategy Division

(2) Report to the Officer in Charge of Handling Information
(Executive Managing Director /General Manager of the Administration Division)
The Secretariat Department of the Corporate Strategy Division initiates corporate
decision-making procedures as necessary and reports such important information to
the officer responsible for handling information.

(3) Determination of Information Disclosure
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The person in charge of handling information examines the necessity of disclosing
such information based on the Timely Disclosure Rules. When disclosure is
determined to be necessary, such person reports to the Board of Directors and gives
the proper disclosure instruction to the division in charge of disclosure, the
Sustainability Promotion Department of the Corporate Strategy Division.

Information Disclosure

The department in charge of disclosure conducts the timely and appropriate disclosure
of information to the Tokyo Stock Exchange, releases such information to the news

media, and posts such information on the Company’s website.

* For your reference, please see to the “Diagrams” attached hereto.

[Diagram-1: Corporate Governance System]
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[Diagram-2: Timely Disclosure System]
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