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The corporate governance of NOF CORPORATION (the “Company”) is described below.

I. Basic Views on Corporate Governance, Capital Structure, Corporate Profile and Other
Basic Information

1. Basic Views

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

In order to respond precisely to changes in the business environment and the intensifying competition
between companies, the Company strives to speed up management decisions and, from the perspective of
securing transparency and improving accountability, recognizes that the strengthening of corporate
governance is an important issue, and endeavors to secure the effectiveness thereof.

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

[Principle 1.4 So-called Strategic Shareholdings]

(Policy on Strategic Shareholdings)

In order to improve the Company’s corporate value over the mid- to long-term by maintaining and enforcing
smooth business operations and business relationships, the Company holds shares for strategic purposes only
when it is deemed reasonable, after comprehensively considering factors such as risks of holding and the
capital cost. Under the basic policy of reducing strategic shareholdings for which the significance of holding
is deemed to have diminished, each year, strategic shareholdings shall be individually examined by the Board
of Directors, who will review the pros and cons of continuing the holding. As a result of the above review, the
Company sold and reduced a portion of its strategic shareholdings in fiscal 2019.

(Standards regarding Exercising of Voting Rights pertaining to Strategic Shareholdings)
Regarding the exercising of voting rights pertaining to strategic shareholdings, the Company shall exercise its
voting rights, based on the premise that it would contribute to the Company’s interests, after comprehensively
considering whether each proposal contributes to the sustainable growth and mid- to long-term improvement
of the investee company’s corporate value, whether it would not damage shareholder value, etc. The
Company shall review proposals submitted at the General Meeting of Shareholders, and make the final
judgment of approval or disapproval after examining each proposal individually for proposals that
demonstrate the following.
(1) A proposal deemed to be problematic from the standpoint of securing the company’s corporate
governance function
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(2) A proposal deemed to possibly damage shareholder value

(3) A proposal on a dividend payout ratio which is deemed to be continuously low without sufficient
explanation, or which is extremely high and may potentially have a negative impact on financial
soundness

[Supplementary Principle 1.4]

(Response to Intentions of Holders of Strategic Shares to Sell the Company’s Shares, etc.)

(1) If a shareholder who holds the Company’s shares as strategic shareholdings indicates his/her intention to
sell the Company’s shares, etc., the Company shall not prevent the sale of the strategic shares by, for
instance, implying a possible reduction of business transaction.

(2) The Company shall not engage in any transaction with a holder of the Company’s shares as strategic
shareholdings that would damage the interests of the companies or the common interests of their
shareholders by, for instance, continuing the transaction without adequately examining the underlying
economic rationale.

[Principle 1.7 Related Party Transactions]

A transaction between the Company and its Directors that involves a conflict of interest or is a self-dealing
transaction requires approval by the Board of Directors, as stated in the “Rules of the Board of Directors.” As
the Company does not currently have a parent company or a major shareholder who holds 10% or more of the
Company’s shares, the procedures for approval when conducting a transaction with such a shareholder has not
been stipulated.

[Principle 2.6 Roles of Corporate Pension Funds as Asset Owners]

Regarding the Company’s contract-type defined benefit corporate pension plan, the Company establishes an
Asset Management Committee chaired by the General Manager of the Human Resources & General Affairs
Department and stipulates basic policies regarding the management of pension assets. The internal department
in charge periodically receives information from trust banks and life insurance companies, which are asset
managers, monitors the management status, and reviews asset composition ratios as necessary. All of the asset
managers that the Company has entrusted its funds to have declared their acceptance of Japan’s Stewardship
Code, and the Company delegates the exercising of voting rights to these asset managers.

[Principle 3.1 Enhancement of Information Disclosure]

(1) The Company’s Goals (Corporate Philosophy, etc.), Corporate Strategy, Management Plan

The Corporate Philosophy, Code of Conduct and overview of the Mid-Term Management Plan are disclosed
on the Company’s website.

(2) Basic Views and Basic Policy on Corporate Governance
Please refer to the information stated in “Basic Views” in I-1 of this report.

(3) Policy and Procedures for the Board of Directors in the Determination of Compensation for Management
Team Executives and Directors
Compensation for Directors (excluding Outside Directors) consists of monetary compensation (fixed
compensation and bonuses) and performance-linked stock compensation.
The amount of monetary compensation is determined by the Board of Directors, after deliberation by the
Compensation Committee, based on the Company’s business performance and the roles, results etc. of each
officer, within the scope of the total compensation amount approved at the General Meeting of Shareholders.
Regarding performance-linked stock compensation, in each fiscal year, based on the Officer Stock
Distribution Rules, the number of points determined after considering the officer’s position and level of
achievement, etc. is granted to the officer. As a general rule, a certain number of the Company’s shares, etc.
corresponding to the number of points granted until the officer’s retirement is paid when the officer retires.
Compensation for Outside Directors is limited to monetary compensation (fixed compensation).

(4) Policy and Procedures for the Board of Directors in the Election and Dismissal of Management Team
Executives, and Nomination of Candidates for Directors and Audit & Supervisory Board Members

In the election of management team executives and nomination of candidates for Directors and Audit &

Supervisory Board Members, the Company’s policy is to make a comprehensive assessment of each

candidate’s knowledge, experience, character and insight, etc., and elect or nominate a person deemed

suitable to fulfill the position’s duties and responsibilities. Based on this policy, candidates for Directors are
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determined by the Board of Directors after deliberation by the Nomination Committee, while candidates for
Audit & Supervisory Board Members are determined by the Board of Directors after obtaining the approval
of the Audit & Supervisory Board.

In the case where an event which warrants the dismissal of a Director occurs (misconduct committed in
violation of laws and regulations or the Articles of Incorporation, lack of capabilities to fulfill duties and
significant ineptitude, inability to execute duties due to deteriorated health, etc.), after deliberation by the
Nomination Committee, the Board of Directors will determine if the dismissal proposal of the Director shall
be approved.

(5) Board of Directors’ Explanation for Each Election, Dismissal and Nomination in the Election of
Management Team Executives and Nomination of Candidates for Directors and Audit & Supervisory
Board Members based on (4) above

The reasons for the election of candidates for Directors and Audit & Supervisory Board Members are stated in

the Reference Documents for the General Meeting of Shareholders.

[Supplementary Principle 4.1.1 Overview of Scope of Board of Directors’ Delegation to Management Team]|
The Company has established internal regulations, and regarding decisions on business execution for matters
other than those that are to be decided exclusively by the Board of Directors under laws and regulations and
those pertaining to important business execution, the authority of decision-making is delegated to the
management team, in order to speed up the decision-making process.

[Principle 4.9 Standards for Determining Independence]

The standards for determining the independence of Outside Directors and Outside Audit & Supervisory Board
Members (hereinafter collectively referred to as “Outside Officers”) of the Company are as follows. In the
selection of candidates for Outside Officers, the Company selects candidates that fulfill the “Standards for
Determination of the Independence of Outside Officers” as stipulated by the Company, as well as standards
stipulated by the Companies Act and the Tokyo Stock Exchange.

(Standards for Determination of the Independence of Outside Officers)

If none of the following apply to an Outside Officer, that Outside Officer is deemed to be independent.

(1) The Group is a major business partner of the person (a payment amount of 2% or more of the person’s
consolidated net sales in the most recent fiscal year were received from the Company) or is an executive
in such a party (Note 1)

(2) The person is a major business partner of the Group (a payment amount of 2% or more of the
Company’s consolidated net sales in the most recent fiscal year were received from the person) or is an
executive in such a party (Note 1)

(3) The person is a major borrower of the Group (an amount of 2% or more of the Company’s consolidated
total assets in the most recent fiscal year were lent to the Company by the person) or is an executive in
such a party (Note 1)

(4) The person is a major shareholder of the Company (the person directly or indirectly possesses 10% or
more of the Company’s total voting rights) or is an executive in such a party (Note 1)

(5) The person is a member of the auditing firm that is the Group’s Accounting Auditor

(6) The person is an attorney, tax accountant, consultant, etc. that has received a large amount (Note 2) of
money or other financial benefit from the Group other than officer remuneration

(7) The person has received a large amount (Note 2) of donations or support from the Group, or is a director
or executive in a company, union, or other organization to which this applies (Note 1)

(8) The person is an executive director (Note 3) or a standing Audit & Supervisory Board Member of the
Group, is concurrently an outside director or outside Audit & Supervisory Board Member of another
company, and is an executive in said company (Note 1)

(9) Any of (1) through (8) above have applied within the past three years

Note 1:  Executives refer to executives as stipulated in the Regulation for Enforcement of the Companies
Act. This includes executive directors, executive officers, and other employees.

Note 2: A large amount refers to an average of 10,000,000 yen per year over the past three fiscal years in
the case of individuals, or an amount exceeding 2% of the total consolidated net sales or income
of a company, union, or other organization per year as an average over the past three fiscal years.

Note 3:  Executive directors refer to executive directors as stipulated in the Companies Act, and applies to
representative directors and directors that execute the operations of a company.
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[Supplementary Principle 4.11.1 Views on the Balance between Knowledge, Experience and Skills, as well as
Diversity and Scale of the Board as a Whole]

As a general rule, the Board of Directors of the Company shall be composed in a well-balanced manner,
comprising a diverse group of Directors who have knowledge, experience and skills necessary in making
management decisions, in order to make appropriate and swift judgements. By selecting multiple independent
Outside Directors, the Company aims to introduce new perspectives, and strengthen the control and oversight
functions. The number of Directors shall be maintained at an appropriate number, to ensure that the Board of
Directors performs its functions effectively and efficiently.

[Supplementary Principle 4.11.2 Concurrent Positions Held by Directors and Audit & Supervisory Board
Members]
This information is disclosed in the Reference Documents for the General Meeting of Shareholders each year.

[Supplementary Principle 4.11.3 Analysis and Evaluation of Effectiveness of the Board as a Whole]

The Company analyzes and evaluates the effectiveness of the Board of Directors once a year, in principle.
Since fiscal 2016, the Company has implemented an effectiveness evaluation every year. In fiscal 2019, the
Company employed a questionnaire form crafted by an external institution, and implemented the fiscal 2019
Board of Directors effectiveness evaluation questionnaire by surveying all 12 Directors and Audit &
Supervisory Board Members.

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

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

The questionnaire consisted of questions regarding the following matters (total of 29 questions).
(1) Roles and functions of the Board of Directors (5 questions)

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

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

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

(5) Relationship with Outside Directors (3 questions)

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

(7) Degree of Improvement (1 question)

(8) Open-ended section (4 questions)

Based on the tallying and analysis of the results of the external institution, the Board of Directors conducted a
deliberation and evaluation in April and May of the same year. The results of the fiscal 2019 effectiveness

evaluation and points of improvement for the future are as follows.

Summary of Results for Fiscal 2019 Effectiveness Evaluation

It was confirmed that the Company’s Board of Directors was operated appropriately in general as a whole, as
the frequency of meetings held, the number of issues discussed, and the amount of time used for deliberation
were deemed to be appropriate and opinions were exchanged freely.

Among the challenges recognized in the fiscal 2018 effectiveness evaluation, regarding the mid- to long-term
corporate strategy, etc., it was confirmed that improvement had been made such as by introducing a
discussion agenda. However, regarding diversity in the composition of the Board of Directors, there were
many opinions expressing the need to maintain the level of diversity.

Points of Improvement for the Future

From the perspective of further increasing the effectiveness of the Board of Directors, with respect to the
diversity of the members of the Board of Directors, which had been traditionally viewed as a challenge in the
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past, improvement has been made by the election of new candidates at the 97th Annual General Meeting of
Shareholders held on June 26, 2020. Regarding the items newly identified as challenges in the fiscal 2019
effectiveness evaluation (top management succession plan), it has been confirmed that the Company will
implement initiatives for improvement.

[Supplementary Principle 4.14.2 Policy on Training for Directors and Audit & Supervisory Board Members]
To ensure that Directors and Audit & Supervisory Board Members can fulfill their functions thoroughly, when
they take office and continuously after they have taken office, the Company provides appropriate training
opportunities to each Director and Audit & Supervisory Board Member. Through coaching by experts, the
training allows officers to acquire knowledge regarding the Companies Act, corporate governance,
compliance, etc., and necessary knowledge regarding the Group’s business, finances, and organization, etc.

[Principle 5.1 Policy on Constructive Dialogue with Shareholders]

From the perspective of striving for sustainable growth and the improvement of mid- to long-term corporate

value, the Company implements initiatives to promote constructive dialogue with shareholders.

e A Director or an Operating Officer has been nominated as the Chairman of the IR Committee.

e An IR Committee has been established, with members from the corporate planning and strategy,
accounting and finance, and legal and PR departments, to create a cooperative system for information
disclosure and dialogue with shareholders. An IR Office has also been established in the Finance
Department.

e Financial results briefing has been held every year in May and November. The President and Chief
Executive Officer explains the current status of management, while the IR person-in-charge explains the
contents of the financial results for the fiscal year-end and the first half.

e Regarding the consolidated financial results forecast for the fiscal year ending March 31, 2021, as it is
difficult to reasonably calculate the impact of the COVID-19 outbreak, currently, the forecast is set as
undetermined. Going forward, once the financial results forecast can be reasonably calculated, the
Company shall announce the forecast promptly.

e There is an “Investor Information” section on the Company’s website, where financial statements, timely
disclosure documents, securities reports, financial results briefing materials, notices of general meetings of
shareholders, notices of resolutions, etc. are published, and a primary point of contact is established.

o Information obtained from stakeholders, etc. shall be consolidated by the Finance Department IR Office
and reported to Directors as necessary.

e When having dialogue with shareholders, in accordance with the stipulations in internal regulations,
insider information has been managed appropriately. Furthermore, the Company has established a “Period
of Silence” during which the Company shall refrain from conducting dialogue regarding financial results.




2. Capital Structure

Foreign Shareholding Ratio 20% or more but less than 30%

[Status of Major Shareholders] Updated

Name / Company Name Number of Shares Owned Percentage (%)
The Master Trust Bank of Japan, Ltd. (Trust account) 8,033,700 9.66
Japan Trustee Services Bank, Ltd. (Trust account) 4,396,300 5.28
Mizuho Bank, Ltd. 3,230,721 3.88
Japan Trustee Services Bank, Ltd. (Trust account 9) 3,182,400 3.82
Meiji Yasuda Life Insurance Company 3,128,300 3.76
NOF Shineikai 1,948,195 2.34
Japan Trustee Services Bank, Ltd. (Trust account 5) 1,500,100 1.80
The Nomura Trust and Banking Co., Ltd. (Trust account) 1,455,500 1.75
RBC IST 15 PCT LENDING ACCOUNT-CLIENT

ACCOUNT 1,438,781 1.73
NOF Kyoeikai 1,387,975 1.66
Controlling Shareholder (except for Parent

Company) B

Parent Company None

I Supplementary Explanation [Updated

(1) The Change Report on the Statements of Large-Volume Holdings, which became available for public
inspection as of September 6, 2019, states that shares of the Company are held as listed below as of
August 30, 2019. However, as the Company is unable to verify the actual number of shares held as of
March 31, 2020, the information was not included in “Status of Major Shareholders” above.

(Name/Company Name; Number of Share Certificates, etc. Owned; Holding Ratio of Share
Certificates, etc.)

Mizuho Bank, Ltd.; 3,736,221 shares; 4.40%

Mizuho Trust & Banking Co., Ltd.; 168,700 shares; 0.20%

Asset Management One Co., Ltd.; 2,990,400 shares; 3.52%

Asset Management One International Ltd.; 6,700 shares; 0.01%

(2) The Change Report on the Statements of Large-Volume Holdings, which became available for public
inspection as of November 8, 2019, states that shares of the Company are held as listed below as of
October 31, 2019. However, as the Company is unable to verify the actual number of shares held as of
March 31, 2020, the information was not included in “Status of Major Shareholders” above.

(Name/Company Name; Number of Share Certificates, etc. Owned; Holding Ratio of Share
Certificates, etc.)
FIL Investments (Japan) Limited; 6,322,500 shares; 7.45%




3. Corporate Attributes

Tokyo Stock Exchange

Listed Stock Market and Market Section ) .
First Section

Fiscal Year-End March

Type of Business Chemicals

Number of Employees (consolidated) as of the
1,000 persons or more
End of the Previous Fiscal Year

Sales (consolidated) as of the End of the

¥100 billion or more but less than ¥1 trillion
Previous Fiscal Year

Number of Consolidated Subsidiaries as of the )
10 or more but less than 50 companies
End of the Previous Fiscal Year

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

5. Other Special Circumstances which may have Material Impact on Corporate Governance




II. Business Management Organization and Other Corporate Governance Systems regarding
Decision-making, Execution of Business, and Oversight in Management

1. Organizational Composition and Operation

Organization Form Company with Audit & Supervisory Board Members
[Directors]

Maximum Number of Directors Stipulated in

Articles of Incorporation 12

Term of Office Stipulated in  Articles of

Incorporation L year

Chairperson of the Board President

Number of Directors m 7

Election of Outside Directors Elected

Number of Outside Directors 2

Number of Outside Directors Appointed as

Independent Directors 2

Outside Directors’ Relationship with the Company (1) [Updated

Relationship with the Company*
Name Attribute
a | b c d | e f | g | h i j k
Yasuyuki Areima From another company A
Kunimitsu Ito CPA

*  Categories for “Relationship with the Company”

E3 (TP L]

o” when the Director presently falls or has recently fallen under the category;

“s” when the Director fell under the category in the past

*  “e” when a close relative of the Director presently falls or has recently fallen under the category;
“ A”when a close relative of the Director fell under the category in the past

. Executive of the Company or its subsidiaries
. Non-executive director or executive of a parent company of the Company
. Executive of a fellow subsidiary company of the Company
. A party whose major client or supplier is the Company or an executive thereof
. Major client or supplier of the Company or an executive thereof
. Consultant, accountant or legal professional who receives a large amount of monetary consideration or
other property from the Company besides compensation as an officer
. Major shareholder of the Company (or an executive of the said major shareholder if the shareholder is a
legal entity)
h. Executive of a client or supplier company of the Company (which does not correspond to any of d, e, or f)
(the director himself/herself only)
i. Executive of a company where the said company and the Company mutually appoints outside officers (the
director himself/herself only)
j. Executive of a company or organization that receives a donation from the Company (the director
himself/herself only)
k. Others

-0 o0 o e
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Outside Directors’ Relationship with the Company (2) Updated

Name

Independent
Officer

Supplementary
Explanation of
the Relationship

Reasons for Election

Yasuyuki Arima

o

Mr. Yasuyuki Arima, an
Outside Director, is the
President of Hotsukyo.

[Reasons for Election]

For the past four years, as an Outside
Director of the Company, Mr. Arima has
been providing appropriate opinions
with regard to the Company’s overall
management from a fair and objective
standpoint, reflecting his extensive
experience and a wide range of insight
in the Company’s management as a
Director. Therefore, the Company has
deemed that he is capable of continuing
to fulfill the role of a Director from an
expert’s perspective, and has elected
him as an Outside Director.

[Reasons for Designation as
Independent Officer]

Mr. Arima formerly had an executive
role at The Fuji Bank, Limited
(currently Mizuho Bank, Ltd.), with
which the Company engages in
transactions. However, as of the fiscal
year ended March 31, 2020, the
Company’s total loans from this
financial institution account for 4.3% of
the Company’s total assets, which is a
low percentage. Furthermore, the
Company has ongoing transactions with
multiple financial institutions and is not
dependent on any particular financial
institution. For these reasons, the
influence of the business relationship
between Mizuho Bank, Ltd. and the
Company is not equivalent to that of the
relationship between a parent company
and a subsidiary or an affiliate, the
standard for consideration as a “major
business partner” with regard to the
decision-making of the Company’s
business execution.

For the above reasons, the Company has
deemed that there is no risk of Mr.
Arima having a conflict of interest with
general  shareholders, and  has
designated him as an Independent
Officer.

Kunimitsu Ito

Mr. Kunimitsu Ito, an
Outside Director, is the
Representative of ITO
ACCOUNTING FIRM.

[Reasons for Election]

Mr. Ito is well-versed in accounting and
tax practices. Therefore, the Company
has deemed that he is capable of
fulfilling his role as a Director from an
expert perspective, and has elected him
as an QOutside Director.




[Reasons for Designation as
Independent Officer]

Mr. Ito meets the Tokyo Stock
Exchange’s requirements for
Independent Officer and satisfies the
Company’s “Standards for

Determination of the Independence of
Outside Officers.” The Company has
registered him as an Independent
Officer with the Tokyo Stock Exchange
as defined by the exchange. Mr. Ito is
the representative of ITO
ACCOUNTING FIRM, but there are no
consulting or other relationships
involving commissioning of accounting
and tax services between the Company
and this firm. The Company has no
history of payments to this firm.

For the above reasons, the Company has
deemed that there is no risk of Mr. Ito
having a conflict of interest with general
shareholders, and has designated him as
an Independent Officer.

Remuneration Committee

Voluntary Establishment of Committee(s)
Corresponding to Nomination Committee or

Established

Committee’s Name, Composition, and Attributes of Chairperson

Committee  Corresponding
Nomination Committee

to | Committee Corresponding to
Remuneration Committee

Committee’s Name

Nomination Committee

Compensation Committee

All Committee Members

Full-time Members

Inside Directors

Outside Directors

Outside Experts

Other

3
0
1
2
0
0

3
0
1
2
0
0

Chairperson

Outside Director

Outside Director

I Supplementary Explanation

Directors.

In order to deliberate on the nomination and compensation of Directors and to improve the oversight function
of the Board of Directors and strengthen the corporate governance system, the Company established the
Nomination Committee and Compensation Committee, which are voluntary advisory committees to the Board
of Directors, on December 1, 2018.
The Nomination Committee receives requests for consultation from the Board of Directors, deliberates on
matters concerning the election and dismissal of Directors, as well as matters concerning candidates for
President and Chief Executive Officer and plans to foster the candidates, and submits reports to the Board of

The Compensation Committee receives requests for consultation from the Board of Directors, deliberates on
matters concerning the compensation of Directors, and submits reports to the Board of Directors.
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[Audit & Supervisory Board Members]

Establishment of Audit & Supervisory Board Established

Maximum Number of Audit & Supervisory
Board Members Stipulated in Articles of | Maximum number not stipulated

Incorporation

Number of Audit & Supervisory Board Members | 4

Cooperation among Audit & Supervisory Board Members, the Accounting Auditor and the Internal Audit
Department

e Audit & Supervisory Board Members, the Accounting Auditor and the Internal Audit Department
exchange information by sharing their respective audit plans and audit results, etc., and strive to mutually
cooperate through methods such as assembling periodically.

e Audit & Supervisory Board Members periodically receive audit reports regarding internal controls from
the Internal Audit Department, and exchange opinions as necessary. Regarding responsible care (RC) and
risk management, Audit & Supervisory Board Members engage in appropriate cooperation with the
relevant organs by attending the meetings of each committee under their control, sitting in on internal
audits conducted by the internal auditing organs of each committee, and receiving and exchanging
opinions on the audit result reports of the internal audit organs of each committee.

Election of Outside Audit & Supervisory Board

Elected
Members
Number of Outside Audit & Supervisory Board ;
Members ‘Updated‘
Number of Independent Audit & Supervisory ;
Board Members Updated

Outside Audit & Supervisory Board Members’ Relationship with the Company (1) [Updated

) Relationship with the Company*
Name Attribute
alb|lc|d|e|f|lg|h|i|j|k|]|m
Shinichiro Tanaka From another company A
Ryouichi Tahara From another company A
[zumi Hayashi Lawyer

*  Categories for “Relationship with the Company”

* “0” when the Audit & Supervisory Board Member presently falls or has recently fallen under the
category;
“s” when the Audit & Supervisory Board Member fell under the category in the past

* “e” 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 fell under the category in the past

a. Executive of the Company or its subsidiaries
b. Non-executive director or accounting advisor of the Company or its subsidiaries
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c. Non-executive director or executive of a parent company of the Company

d. Audit & Supervisory Board Member of a parent company of the Company

e. Executive of a fellow subsidiary company of the Company

f. A party whose major client or supplier is the Company or an executive thereof

g. Major client or supplier of the Company or an executive thereof

h. Consultant, accountant or legal professional who receives a large amount of monetary consideration or
other property from the Company besides compensation as an officer

i. Major shareholder of the Company (or an executive of the said major shareholder if the shareholder is a
legal entity)

j- Executive of a client or supplier company of the Company (which does not correspond to any of f, g, or h)
(the audit & supervisory board member himself/herself only)

k. Executive of a company where the said company and the Company mutually appoints outside officers
(the audit & supervisory board member himself/herself only)

1. Executive of a company or organization that receives a donation from the Company (the audit &
supervisory board member himself/herself only)

m. Others

Outside Audit & Supervisory Board Members’ Relationship with the Company (2) Updated

Supplementary
Name ST Explanation of Reasons for Election
Officer . .
the Relationship
Shinichiro Tanaka o — [Reasons for Election]

Mr. Tanaka possesses extensive
experience and a wide range of insight
as a Director and an Audit &
Supervisory Board Member. Therefore,
the Company has deemed that he is
capable of fulfilling the role of an Audit
& Supervisory Board Member from an
expert’s perspective, and has elected
him.

[Reasons for Designation as
Independent Officer]

Mr. Tanaka formerly had an executive
role at Mizuho Corporate Bank, Ltd.
(currently Mizuho Bank, Ltd.), with
which the Company engages in
transactions. However, as of the fiscal
year ended March 31, 2020, the
Company’s total loans from this
financial institution account for 4.3% of
the Company’s total assets, which is a
low percentage. Furthermore, the
Company has ongoing transactions with
multiple financial institutions and is not
dependent on any particular financial
institution. For these reasons, the
influence of the business relationship
between Mizuho Bank, Ltd. and the
Company is not equivalent to that of the
relationship between a parent company
and a subsidiary or an affiliate, the
standard for consideration as a “major
business partner” with regard to the
decision-making of the Company’s
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business execution.

For the above reasons, the Company has
deemed that there is no risk of Mr.
Tanaka having a conflict of interest with
general shareholders, and has
designated him as an Independent
Officer.

Ryouichi Tahara

Until April 2011, Mr.
Ryouichi Tahara, an
Outside Audit &
Supervisory Board
Member, was an
executive of Mizuho
Trust & Banking Co.,
Ltd., which is a bank
that the  Company
transacts with.

[Reasons for Election]

Mr. Tahara  possesses  extensive
experience and a wide range of insight
as a Director and an Audit &
Supervisory Board Member. Therefore,
the Company has deemed that he is
capable of fulfilling the role of an Audit
& Supervisory Board Member from an
expert’s perspective, and has elected
him.

[Reasons for Designation as
Independent Officer]

Mr. Tahara formerly had an executive
role at Mizuho Trust & Banking Co.,
Ltd., with which the Company engages
in transactions. However, as of the fiscal
year ended March 31, 2020, the
Company’s total loans from this
financial institution account for 4.3% of
the Company’s total assets, which is a
low percentage. Furthermore, the
Company has ongoing transactions with
multiple financial institutions and is not
dependent on any particular financial
institution. For these reasons, the
influence of the business relationship
between Mizuho Trust & Banking Co.,
Ltd. and the Company is not equivalent
to that of the relationship between a
parent company and a subsidiary or an
affiliate, the standard for consideration
as a “major business partner” with
regard to the decision-making of the
Company’s business execution.

For the above reasons, the Company has
deemed that there is no risk of Mr.
Tahara having a conflict of interest with
general  shareholders, and  has
designated him as an Independent
Officer.

Izumi Hayashi

Ms. [zumi Hayashi, an
Outside Audit &
Supervisory Board
Member, is a Partner of
Sakurazaka Law
Offices, and an Audit &
Supervisory Board
Member of
Weathernews Inc.

[Reasons for Election]

Ms. Hayashi is well-versed in corporate
law. The Company has deemed that she
is capable of fulfilling the role of an
Audit & Supervisory Board Member
from an expert’s perspective, and has
elected her.

[Reasons for Designation as
Independent Officer]

Ms. Hayashi meets the Tokyo Stock

-13 -




Exchange’s requirements for
Independent Officer and satisfies the
Company’s “Standards for
Determination of the Independence of
Outside Officers.” The Company has
registered her as an Independent Officer
with the Tokyo Stock Exchange as
defined by the exchange. Ms. Hayashi is
a partner of Sakurazaka Law Offices,
but there are no consulting or other
relationships involving commissioning
of legal services between the Company
and this law office. The Company has
no history of payments to this office
during the past three years.

For the above reasons, the Company has
deemed that there is no risk of Ms.
Hayashi having a conflict of interest
with general shareholders, and has
designated her as an Independent
Officer.

[Independent Officers]

Number of Independent Officers Updated 5

Matters relating to Independent Officers

The Company designates all Outside Officers who fulfill the criteria of Independent Officers as Independent
Officers.

[Incentives]

Implementation Status of Measures Involving the ) ) ]
- ; ; Introduction of Performance-Linked Compensation Plan
Provision of Incentives to Directors

Supplementary Explanation |Updated‘

Based on the Company’s corporate philosophy, in order to promote sustainable growth and the mid- to
long-term improvement of its corporate value, the Company has stipulated a policy that compensation for
Directors shall reward good performances in financial results, etc. based on appropriate compensation
standards. In fiscal 2019, the Company introduced a performance-linked stock compensation plan which
utilizes a trust for Directors (excluding Outside Directors) and Operating Officers with a title.

Recipients of Stock Options

Supplementary Explanation

[Director Remuneration]
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Disclosure of Individual Directors’ Remuneration | No Individual Disclosure

Supplementary Explanation |Updated‘

The amounts of compensation, etc. for Directors and Audit & Supervisory Board Members for the fiscal year

ended March 31, 2020 are as follows.

Directors: 284 million yen for 8 Directors (including 18 million yen for 2 Outside Directors)

Audit & Supervisory

Board Members: 55 million yen for 5 Audit & Supervisory Board Members (including 12 million yen for
2 Outside Audit & Supervisory Board Members)

Total: 339 million yen for 13 officers (including 31 million yen for 4 Outside Officers)

Policy on Determining Remuneration Amounts
Established
and Calculation Methods

Disclosure of Policy on Determining Remuneration Amounts and Calculation Methods [Updated

Compensation for Directors (excluding Outside Directors) consists of monetary compensation (fixed
compensation and bonuses) and performance-linked stock compensation. The amount of monetary
compensation is determined based on the Company’s business performance and the roles, results etc. of each
officer.

Regarding performance-linked stock compensation, in each fiscal year, based on the Officer Stock
Distribution Rules, the number of points determined after considering ranks and the level of achievement, etc.
is granted. As a general rule, a certain number of the Company’s shares, etc. corresponding to the number of
points granted until the officer’s retirement is paid when the officer retires.

Compensation for Outside Directors is limited to monetary compensation (fixed compensation).

[Support System for Outside Directors and Outside Audit & Supervisory Board Members] Updated

Assistance for the operations of Outside Directors and Outside Audit & Supervisory Board Members are
mainly provided by the Secretariat Office and the Audit & Supervisory Board Members’ Office, respectively,
and the Finance Department and Human Resources & General Affairs Department support these efforts.
Furthermore, to ensure an adequate understanding of proposals to be discussed at Board of Directors
meetings, if necessary, the department in charge or Full-Time Audit & Supervisory Board Members explain
detailed reference information about the proposals beforehand to Outside Directors and Outside Audit &
Supervisory Board Members.

[Status of Persons Retired from Office as President, CEO, etc.]

Information on retired presidents/CEOs holding advisory positions Updated

Employment terms Date  when
g (Full/part time, | former role
Name JOb.tl.ﬂe/ Responsibilities o i Term
position with/without as president/
compensation, etc.) CEO ended
Hirokazu | Senior Activities at industrial Part time June 28, 1 year
Oike Adviser | associations, public 2018

. . With ti
interest incorporated 1th compensation

foundations, etc.

Akiharu Senior Activities at industrial Part time June 26, 1 year
Kobayashi | Adviser | associations, etc. 2020

With compensation
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Number of retired presidents/CEOs holding

advisory positions

Others
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2. Matters on Functions of Business Execution, Auditing, Oversight, Nomination and Remuneration

Decisions (Overview of Current Corporate Governance System) |Updated

Overview of Current System

e In order to construct a management system that can respond accurately and swiftly to changes in the
business environment, the Company introduced an Operating Officer system in 2000. By separating the
decision-making function and business execution function of management, the Company endeavored to
strengthen the decision-making function and oversight function of the Board of Directors, and also to
increase the efficiency of the business execution system based on the delegation of authority from
Representative Directors. Furthermore, with the aim of further strengthening the oversight function, the
Company has elected 2 Outside Directors who are independent.

e The Board of Directors is composed of 7 Directors, including Outside Directors. One regular meeting is
held every month and extraordinary sessions are also convened as required, to decide on important matters
set forth by laws and regulations, the Articles of Incorporation and the Rules of the Board of Directors,
and the status of business execution is also supervised. Any important matter to be referred to the Board of
Directors goes through preliminary deliberation, intended to ensure appropriate decision making, at
Executive Committee meetings that are held as required, attended by Directors, Audit & Supervisory
Board Members and General Managers of the relevant departments, or at the Strategic Meeting held once
a week as a general rule, attended by Directors authorized to execute business. In addition, when
necessary, the Company receives advice from such experts as attorneys and certified public accountants
(CPAs) regarding corporate management and the daily execution of business, for reference when making
business judgments.

e Regarding the Accounting Auditor, the Company has concluded an auditing agreement with Ernst &
Young ShinNihon LLC, which conducts accounting audits of the Company. For the fiscal year ended
March 31, 2020, the names and number of consecutive years of auditing of the CPAs who have conducted
accounting audit operations at the Company are stated below.

Designated and Engagement Partner: Motoaki Ikeuchi; 7 years

Designated and Engagement Partner: Tetsuya Kawawaki; 1 year

There are 7 CPAs and 29 other employees who provide assistance in the auditing operations of the
Company.

e Regarding the “Measures to Strengthen the Function of Audit & Supervisory Board Members,” please
refer to “Cooperation among Audit & Supervisory Board Members, the Accounting Auditor and the
Internal Audit Department” and “Election of Outside Audit & Supervisory Board Members” under
“Audit & Supervisory Board Members” in “1. Organizational Composition and Operation.”

3. Reasons for Adoption of Current Corporate Governance System

The Company strives to strengthen the management checking function through oversight and audits of
business execution conducted by the Board of Directors, which includes independent Outside Directors, and
by the Audit & Supervisory Board, a majority of which are independent Outside Audit & Supervisory Board
Members. Through the concurrent existence of these two monitoring organizations, the Company believes its
management supervision function is fully functional.
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Voting Rights \U pdated|

ITI. Implementation of Measures for Shareholders and Other Stakeholders

1. Measures for the Vitalization of the General Shareholder Meetings and the Facilitation of Exercise of

Supplementary Explanations

Early Notification of General
Shareholder Meeting

The Company sends the convocation notice 21 days prior to the General
Meeting of Sharcholders. For the Annual General Meeting of Shareholders
held on June 26, 2020, before dispatching the convocation notice, the
Company published the convocation notice on the websites of the Tokyo
Stock Exchange and ICJ, Inc., as well as on the Company’s website on May
28 (Thursday).

Scheduling AGMs Avoiding
the Peak Day

The date and time of the General Meeting of Shareholders is determined
after considering the auditing schedule, time required for the convocation
procedures, and other factors including securing of sufficient time for
shareholders to review the proposals.

Allowing Electronic Exercise

The Company has adopted a system for exercising voting rights via
electronic means since the Annual General Meeting of Shareholders held on
June 29, 2010.

of Voting Rights
Measures to Improve the
Voting Environment of

Institutional Investors Such as

Since the Annual General Meeting of Shareholders held on June 29, 2010,
the Company has participated in the electronic voting platform for
institutional investors operated by ICJ, Inc.

Participation in  Electronic

Voting Platform

Providing Convocation Notice | The English convocation notice is published on websites of the Tokyo Stock

(Summary) in English Exchange and ICJ, Inc., as well as on the Company’s website. For the
Annual General Meeting of Shareholders held on June 26, 2020, the
convocation notice was published on June 2 (Tuesday).

Other There is an “Investor Information” section on the Company’s website,

where convocation notices, notices of resolutions, extraordinary reports
(results of exercising of voting rights), etc. are published.
http://www.nof.co.jp/ir/notice.html

2. IR Activities Updated

Supplementary Explanations Explanation by

the Representative

Preparation and Publication of
Disclosure Policy

The Disclosure Policy is published on the Company’s
website (http://www.nof.co.jp/ir/notice.html).

Regular Investor Briefings for
Analysts and Institutional
Investors

Financial results briefings are held every year in May | Yes
and November. The President and Chief Executive
Officer explains the current status of management,
while the IR person-in-charge explains the contents of
the financial results for the fiscal year-end and the first

half.

Posting of IR Materials on
Website

There is an “Investor Information” section on the
Company’s website, where financial statements,
timely disclosure documents, securities reports,
financial results presentation materials, convocation
notices, notices of resolutions, etc. are published.
http://www.nof.co.jp/ir/index.html

Establishment of Department
and/or Manager in Charge of
IR

A department in charge of IR (Finance Department IR
Office) has been established.

Other

The Company exchanges opinions with multiple
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institutional investors, etc., and implements measures
to improve its information disclosure and IR activities.

3. Measures to Ensure Due Respect for Stakeholders |Updated

Supplementary Explanations

Stipulation of Internal Rules
for Respecting the Position of
Stakeholders

The “Corporate Philosophy” clearly specifies the Company’s intention to
maintain suitable levels of earnings and reward stakeholders with fair
returns. Furthermore, the “NOF Code of Ethical Conduct,” with provisions
for the conduct of all employees from an ethical perspective, stipulates
respect for the positions of stakeholders.

Implementation of
Environmental Activities, CSR
Activities etc.

The Company believes that the Group’s corporate philosophy of
“contributing to mankind and society through the creation of new value in
wide-ranging fields from the biosphere to outer space” represents the CSR
that the Group aims to fulfill through its business activities.

Regarding CSR, the Company has formulated the Basic CSR Policy and
conducts CSR activities centering around the CSR Committee, chaired by
the President and Chief Executive Officer.

Regarding environmental conservation activities, the Company believes that
“For a chemical company to live together with society as one of its vitally
important members, it has to seek harmony with social environment and
natural environment, and be recognized, appreciated and accepted by
society.” With this fundamental awareness in mind, the Company has set
forth its Management Policy Regarding Responsible Care (RC) as a set of
norms to be faithfully observed by every officer and employee with a view
to winning even greater trust from society.

In addition, the Responsible Care (RC) rules that follow the management
policy on RC have been established, and RC activities are being promoted
mainly by the RC Committee.

Development of Policies on
Information  Provision to
Stakeholders

The Company discloses information in a timely and appropriate manner in
accordance with various laws and regulations, including the Financial
Instruments and Exchange Act and the Rules on Timely Disclosure set by
the Tokyo Stock Exchange. In addition, the Company has formulated a
Disclosure Policy, which stipulates our policy of conducting fair and
impartial disclosure of information to shareholders and investors.
http://www.nof.co.jp/ir/notice.html

Other

The Company strives to create a pleasant working environment and engage
in mental health care based on the belief that “securing the safety and health
of employees and creating a pleasant working environment are the
foundation for sustainable growth of a corporation.”

As a result, the Company was recognized as an enterprise that practices
outstanding health management under the ‘2020 Certified Health &
Productivity Management Outstanding Organizations Recognition Program”
by the Ministry of Economy, Trade and Industry.

Attaching due importance to the work-life balance of employees, the
Company has introduced various systems that support each of the following
diverse workstyles: pregnancy and childbirth, childcare, and nursing care.
The Company continues to make efforts to develop a work environment in
which employees can work while being highly motivated, through measures
such as: measures to reduce work hours; encouraging employees to take
annual paid leaves; establishment of a Refresh leave system and days on
which employees are encouraged to leave work on time; and the
introduction of a childcare support program.
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IV. Matters Related to the Internal Control System
1. Basic Views on Internal Control System and Progress of Development Updated

[Internal control system for further enhancing the appropriateness of the operations of the Company and
Group companies]

The basic policy on systems for ensuring the appropriateness of business operations, resolved by the Board of
Directors of the Company, is as follows.

1. Systems for ensuring that the Directors and employees perform their duties in accordance with laws,
regulations, and the Articles of Incorporation

(1) The Board of Directors makes decisions regarding matters related to systems for ensuring that the
Directors perform their duties in accordance with laws, regulations, and the Articles of Incorporation.

(2) The Directors and employees comply with corporate ethics based on the NOF Code of Ethical Conduct.
(3) The Compliance Committee promotes compliance throughout the Company.

(4) The Compliance Committee Secretariat is responsible for performing contact point operations that allow
employees to directly report or consult regarding issues related to compliance. Reporters of issues shall not be
treated disadvantageously.

2. System for the storage and management of information regarding the execution of duties by Directors

(1) Information in documents, etc., concerning the execution of duties by Directors is retained and managed
as stipulated in laws and regulations and internal rules such as rules on document handling and rules on
information security management.

(2) Security systems are used to protect data on electronic media concerning the execution of duties by
Directors from leakage due to unauthorized access, etc.

(3) Directors, Audit & Supervisory Board Members, and employees designated by Directors or Audit &
Supervisory Board Members can view or copy documents or data on electronic media at any time.

3. Rules and other systems for managing risks of loss

(1) Specialist committees such as the Risk Management Committee, the Responsible Care Committee, the
Quality Control Committee, and the Information Security Management Committee analyze business risks,
consider countermeasures, and report to the CSR Committee. The CSR Committee implements aggregation
and evaluation of various business risks, including confirmation and evaluation of compliance, information
management, environment and safety, and risk comprehensiveness. These are deliberated on by the Board of
Directors as necessary.

(2) In the event of an emergency, an Emergency Task Force is established in accordance with the emergency
response regulations to establish a system for ensuring the safety of personnel and minimizing economic
losses.

4. System for ensuring that the duties of the Directors are efficiently performed

(1) In order to ensure that Directors perform their duties efficiently, the Board of Directors meets regularly
once a month, and additionally as necessary, and makes decisions regarding important matters concerning
management and business execution.

(2) In the event of urgent important issues for which there is not enough time for Board of Directors’
decision-making, these issues may be handled as they arise, provided that the decisions do not violate the laws
and regulations or the Articles of Incorporation, and approved at the next meeting of the Board of Directors.
(3) Management decision-making and supervision functions are separated from business execution functions,
and an Operating Officer system is adopted to reinforce both of these functions.

(4) Directors and employees comply with internal rules such as rules on office organization.

(5) Goals are defined for the entire Group and shared by Directors and employees. Mid-term Management
Plans are formulated based on these goals while fostering the permeation of the goals throughout the Group,
and are decided by the Board of Directors. Annual plans are formulated based on Mid-term Management
Plans and decided by the Board of Directors.

(6) As a general rule, Strategic Meetings are held once a week to ensure speedy management
decision-making.

5. System for ensuring appropriate conduct of operations by the Group composed of the Company and Group
companies
(1) The Company permeates the Corporate Philosophy and Code of Conduct it has formulated throughout
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Group companies and promotes business activities. Furthermore, Group companies formulate policies based
on the basic policies and annual policies of the Mid-term Management Plan formulated by the Company.

(2) The Company manages the businesses of Group companies in accordance with the rules on the
management of Group companies, and requests regular reports of business execution status, financial
conditions, etc.

(3) The Company’s Board of Directors shall approve important matters which have been deemed to have a
significant impact on the assets and profits or losses of the Company and Group companies.

(4) The Company monitors the risk management of Group companies in accordance with the rules on the
management of Group companies. Furthermore, specialist committees such as the Risk Management
Committee, the Responsible Care Committee, the Quality Control Committee, and the Information Security
Management Committee analyze risks, consider countermeasures, and report to the CSR Committee.
The CSR Committee implements aggregation and evaluation of various management risks, including
confirmation of compliance, information management, environment and safety, and risk comprehensiveness,
and provides advice to the Group companies, as necessary, through each of the specialist committees.

(5) Group companies with a significant impact on Group business results must deliberate with the Company
regarding important management matters, attend the Company’s management meetings, and gain an
understanding of the Group’s overall business performance.

(6) The Company holds a Group company meeting once a year to provide an opportunity to share information
necessary for efficient Group-wide operation.

(7) As a system to prevent legal violations, etc., the Company has established whistle-blowing contact points
where employees of the Company or Group companies can use to directly report and consult regarding issues.
(8) To ensure that Directors and employees of Group companies perform their duties in accordance with laws,
regulations, and the Articles of Incorporation, the Company requires Group companies to report on the status
of compliance with laws and regulations, and provides advice and other guidance as necessary.

(9) Audit & Supervisory Board Members regularly audit the operations of the Company and Group
companies.

(10) The Internal Control Department regularly audits the operations of the Company and Group companies.

6. Matters concerning employees that Audit & Supervisory Board Members request to be assigned in order to
assist their duties, matters regarding the independence of said employees from Directors, and matters
regarding assurance of the effectiveness of instructions issued by Audit & Supervisory Board Members to said
employees

(1) If Audit & Supervisory Board Members request that employees be assigned in order to assist their duties,
the employees that are assigned must have the knowledge and capabilities needed to assist auditing
operations.

(2) When employees assist the duties of Audit & Supervisory Board Members, said employees shall not
accept orders or instructions from Directors or person in senior position.

(3) In order to ensure the independence of employees that assist the duties of Audit & Supervisory Board
Members from Directors and person in senior position, and to ensure the effectiveness of instructions issued
by Audit & Supervisory Board Members, decisions regarding the assignments, transfers, and other personnel
matters related to said employees require the approval of Audit & Supervisory Board Members.

7. System for reporting from Directors and employees to Audit & Supervisory Board Members, system for
reporting from Group company Directors or employees, or persons who have received reports from Group
company Directors or employees, to the Company’s Audit & Supervisory Board Members, and other matters
regarding reporting to Audit & Supervisory Board Members

(1) Audit & Supervisory Board Members attend meetings of the Board of Directors and other important
meetings.

(2) Directors and employees of the Company report important results of business execution based on
decisions by the Board of Directors, Executive Committee, etc., to Audit & Supervisory Board Members.

(3) If Directors or employees of the Company discover serious legal violations or matters with the potential to
cause major losses for the Company, said Directors or employees shall promptly report these matters to Audit
& Supervisory Board Members.

(4) The Internal Control Department regularly reports the results of operation audits to Audit & Supervisory
Board Members.

(5) If Directors or employees of a Group company, or persons who have received reports from Directors or
employees of a Group company, discover serious legal violations or matters with the potential to cause major
losses for the Company, said persons shall promptly report these matters to Audit & Supervisory Board
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Members.

8. System for ensuring that the person who has reported issues to Audit & Supervisory Board Members are
not subject to disadvantageous treatment

The Company shall not treat the person who has reported issues to Audit & Supervisory Board members
disadvantageously.

9. Matters related to policies regarding the procedures for advance payment or reimbursement of expenses
arising from the execution of duties by Audit & Supervisory Board Members and the processing of other
expenses or financial obligations resulting from the execution of duties by Audit & Supervisory Board
Members

The Company shall promptly respond to requests for the advance payment of expenses arising from the
execution of duties by Audit & Supervisory Board Members, reimbursement of paid expenses, and payment
for incurred financial obligations.

10. System for ensuring that audits by Audit & Supervisory Board Members are conducted effectively

(1) Audit & Supervisory Board Members conduct audits in accordance with the Audit & Supervisory Board
Member auditing standards defined by the Audit & Supervisory Board. As necessary, they deliberate with
Directors to improve the effectiveness of their audits.

(2) Accounting Auditors regularly report audit plans and audit results to Audit & Supervisory Board
Members. When necessary, Audit & Supervisory Board members share information and exchange opinions
with Accounting Auditors, each department of the Company, and Group companies.

(3) Audit & Supervisory Board Members have regular meetings with Representative Directors, and share their
opinions regarding the issues to be addressed by the Company, the status of the auditing environment of Audit
& Supervisory Board Members, important issues related to auditing, etc., and develop deeper mutual
understanding and trust.

11. System for ensuring the reliability of financial reporting

In order to ensure the reliability of the financial reporting of the Company and Group companies, and to
effectively and appropriately submit the internal control reports stipulated in the Financial Instruments and
Exchange Act, the Internal Control Department builds and maintains internal control systems related to
financial reporting and strives to enhance control activities related to important financial reporting processes.

[Development Progress of Internal Control System]

The Company steadily develops the Internal Control System, and continuously works on improving it.

e In response to the COVID-19 outbreak, an Emergency Task Force has been established. The Company is
implementing the reinforcement of management of important risks, such as risks that would affect
business continuity.

e Based on the above, infection prevention measures, including temperature checks for employees, the
wearing of masks, hand washing and gargling, are being enforced thoroughly. In addition, the Company
is implementing measures such as staggered working hours and having employees work from home.

2. Basic Views on Eliminating Anti-Social Forces and Progress of Development Updated

As part of efforts to build an “internal control system for further enhancing the appropriateness of the
operations of the Company and Group companies,” the Company is taking the following measures to
eliminate anti-social forces.

1. Basic policy on eliminating anti-social forces

As the basic policy on eliminating anti-social forces, in the NOF Code of Ethical Conduct, the Company
stipulates that it shall take a strong stance and firm actions against antisocial forces and organizations that
pose a threat to the order and safety of civil society, and have no involvement with such forces in any way.
The Company strives to thoroughly disseminate this policy to all Directors, Audit & Supervisory Board
Members, Operating Officers, etc. and employees. The Company has also joined the Tokubouren, and
declared its complete departure from antisocial forces both within and outside the Company.
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2. Progress of development of system to eliminate anti-social forces

(1) Progress of establishment of response control department

The Company has designated the Compliance Committee Secretariat to be a response control department as
point of contact for reports and consultation for advice regarding unreasonable requests from anti-social
forces. By eliminating individual judgements, and avoiding the isolation of Directors, Audit & Supervisory
Board Members, Operating Officers, etc. or employees of the Company and the Group companies, the
Company aims to construct a system where responses to anti-social forces are made as an organization.

(2) Cooperation with external specialized organizations

The Company makes reports and inquiries to the Tokubouren, which it has joined as a member, or to the
anti-organized crime section of the police station under the jurisdiction. In addition, the Company also
consults its corporate attorney, as necessary, and receives guidance regarding countermeasures from these
external specialized organizations, and takes suitable and appropriate measures.

(3) Information gathering on anti-social forces and status of management thereof

For the purpose of identifying antisocial forces, the Compliance Committee Secretariat collects information
on antisocial forces and manages them centrally. The information is collected from various types of
documents provided by the Tokubouren, which the Company is a member of, and information provided by the
Special Regional Council for Violence Prevention, news reports, and information on actual cases of
consultation at the Company and the Group companies.

(4) Implementation of training activities

The Company incorporates education on the Code of Ethical Conduct into the employee training program,
and strives to make the Code known throughout the Company, via various opportunities such as during new
employee training and training at the organizational level. The Ethics Committee is also conducting activities
to spread awareness on compliance at the Company and the Group companies.

V. Other
1. Adoption of Anti-Takeover Measures

Adoption of Anti-Takeover Measures Not Adopted

I Supplementary Explanation

2. Other Matters Concerning the Corporate Governance System

In order to provide timely and appropriate information about the Company to investors, the Company
conducts timely disclosure as stated below, in accordance with various laws and regulations, including the
Financial Instruments and Exchange Act, and the Rules on Timely Disclosure set by the Tokyo Stock
Exchange, as well as internal regulations (Regulations to Prevent Insider Trading).

1. Information about Defined Facts and Financial Results

Information about defined facts and financial results are determined swiftly at the monthly regular meeting of
the Board of Directors, at an Executive Committee meeting, or at extraordinary sessions of the Board of
Directors which are convened as required. In accordance with the Rules on Timely Disclosure set by the
Tokyo Stock Exchange, the Company shall determine if the information about the defined facts and financial
results needs to be disclosed. If necessary, the information shall be promptly disclosed.

2. Information about Transpired Facts
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Information about transpired facts shall be reported immediately by the head of the department that
discovered the occurrence of the said facts to the person in charge of information management (General
Manager of Human Resources & General Affairs Department). In accordance with the Rules on Timely
Disclosure set by the Tokyo Stock Exchange, the person in charge of information management (General
Manager of Human Resources & General Affairs Department) shall determine if the information about the
transpired facts needs to be disclosed. If necessary, the information shall be promptly disclosed.

3. Information about Subsidiaries

Information about defined facts, financial results, and transpired facts concerning the Company’s subsidiaries
shall be reported immediately by the head of the subsidiary to the head of the department of the Company,
which is responsible for supervising the said subsidiary. After receiving the report, the head of the responsible
department shall examine the contents of the said information with the person in charge of information
management (General Manager of Human Resources & General Affairs Department). In accordance with the
Rules on Timely Disclosure set by the Tokyo Stock Exchange, if the information needs to be disclosed, it shall
be promptly disclosed.
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Chart: Overview of Timely Disclosure System
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