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SANGETSU Report 2021 Editorial Policy
The SANGETSU Report is an integrated report that has been published annually since 2015 to facilitate Sangetsu stakeholders’ understanding of the Sangetsu
Group’s corporate value and medium- to long-term growth potential.

The 2021 report describes our activities to become a Space Creation Company and includes enhanced financial and non-financial information based on the
opinions of our stakeholders referred to in our interviews of persons both inside and outside the company. In the editing process, we used the International Integrated
Reporting Framework published by the International Integrated Reporting Council (IIRC) as a reference. We sincerely hope that this report will help more people
understand the Sangetsu Group.

©® Scope of Reporting Organizations Cautionary Statement with Respect to Forward-Looking Statements
Sangetsu Corporation and its consolidated subsidiaries All statements, including forward-looking statements, other than historical facts in this
© Period Covered report are based on forecasts, expectations, assumptions, plans, understanding,
April 1, 2020 to March 31, 2021 evaluation, and other matters and are prepared using the information currently available
(includes some activities after the reporting period) to the Sangetsu Group. To calculate quantitative forecasts, a certain set of assumptions
© Date of Publication essential in forecasting is also used in addition to facts that have been confirmed and
October 2021 accurately understood in the past.

Joy of Design

We share the joy of design with
those who create new space.

The joy of fulfilling your dream at home.
The joy of envisioning and realizing
unconventional commercial spaces

and facilities.

The design that we pursue encompasses not
only the design of products, such as the
aesthetics and functions of the products
themselves, but the design of spaces that set
the context for the thinking and activities of
people within those spaces.

We will transform into a Space Creation
Company including comprehensive interior
design from the perspective of the design of

products, spaces, and experiences.
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Corporate Philosophy

Sangetsu’s corporate philosophy consists of: Company Creed,
representing the timeless and unchanging spirit of Sangetsu since its founding;
the Corporate Mission; and our Brand Concept.

| Company Creed |

Sincerity

Realizing what people expect with Sincerity is the starting point of our
business. Sincerity is everlasting and unchanging Sangetsu original spirit.

| Corporate Mission |

To contribute to society through interior design and
strive to create a daily culture of enrichment.

| Brand Concept |

Joy of Design

We share joy of design with those who create new space.

The Long-term Vision of Sangetsu Group [DESIGN 2030]

The Entire Sangetsu Group
Aims to Become a Space Creation Company.

Social Values Sangetsu Group Aims to Realize
The Sangetsu Group aims to contribute to the realization of a society that is:
Inclusive An equal and healthy inclusive society

Sustainable — A sustainable society that protects
the global environrment

Enjoyable —— A more affluent and enjoyable society
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How do you assess your financial results for fiscal
20207 Also, can you describe the progress you
achieved during the first year of your Medium-term
Management Plan?

In fiscal 2020, the spread of the novel coronavirus (COVID-
19) had a huge impact on our operations. In particular, the
market for renovations at restaurants, hotels, and offices in
the non-residential sector was extremely harsh. Owing to
these factors, both consolidated net sales and gross profit
decreased for the first time in 11 fiscal years since fiscal
2009. Essentially, it is precisely in such a harsh market envi-
ronment that we should be able to leverage our competitive
advantages and business strengths. So we are seriously
reflecting on our inability to fully utilize these capabilities.

Meanwhile, under our Medium-term Business Plan,
we steadily implemented proactive measures just as in the
past. These measures included establishing and integrating
a new distribution base, the Kansai Logistics Center; opening
the sangetsu Sample Books Recycling Center to reduce the
environmental burden; acquiring the shares of and making
into a subsidiary Wavelock Interior Co., Ltd., the largest vinyl
wallpaper manufacturer in Japan; and launching the
“KAGETOHIKARI” wallpaper and flooring collection in col-
laboration with architect Kengo Kuma.

On the other hand, | believe that our review of and
improvements to our daily operations that serve as the basis
of our business are still insufficient. We must strengthen our
actual business foundation to fully utilize our proactive mea-
sures. Going forward, | believe that enhancing on-site
improvement capabilities without being constrained by past
precedents will be a primary issue for ensuring a business
recovery.

Your overseas business is facing difficult
circumstances. How will you undertake a review
of your strategies?

The Sangetsu Group has designated its business activity area
as the Pacific Rim region and is undertaking its overseas
business in the three markets consisting of North America,
China/Hong Kong, and Southeast Asia.

Koroseal Interior Products Holdings, Inc., which handles
the North American market, is first of all reviewing costs and
strengthening its sales structure to lower its break-even point.
In the Chinese market, shares of Goodrich Global Hong Kong

Message from CEO

have been transferred from Goodrich Global Holdings Pte.,
Ltd. to Sangetsu as part of current efforts to build a system
directly managed by Sangetsu. In the Southeast Asian mar-
ket handled by Goodrich Holdings of Singapore, we will
concentrate management resources on the four countries of
Singapore, Malaysia, Thailand, and Vietnam; identify product
strategies and priority markets; and work to strengthen
profitability.

In overseas markets, our main market to the present has
been the hospitality market such as accommodation facilities.
However, this market began to gradually stagnate even
before the spread of COVID-19 and a shrinking of this market
became clearer due to the impact of stay-at-home measures.
In view of this, we are also shifting our business focus to
markets where needs are increasing, namely healthcare
markets such as nursing care and medical care as well as
education-related markets.

Will you change your business style due to the
impact of COVID-19?

CQOVID-19 has undoubtedly had an enormous impact on the
market and has accelerated changes in social structures and
people’s lifestyles and values. Nonetheless, we are not con-
sidering significantly changing our policies in terms of what
we must do to achieve further growth.

At the same time, however, we are strongly aware of the
growing importance of digital business. For example, digital
sample books can be used as alternatives to real physical
sample books. There is already a growing awareness among
American designers and design-affiliated persons that “inspi-
ration is from digital and final decisions are from real sam-
ples.” Although digital sample books improve user conve-
nience, as a company that has distributed hundreds of
thousands of sample books and handles 12,000 items, we
also believe that demonstrating our strengths on the basis of
scale will become increasingly difficult.

That said, our business cannot exist in digital form alone.
Even if some sample books become digital books, confirming
colors and textures in a real physical format is ultimately
essential for the final product selection. Moreover, wallpaper
and flooring materials must be delivered to and installed at
actual sites so needs for these real physical capabilities that
we possess will not change. | believe that extensively
strengthening these real capabilities while also utilizing digital
formats will become extremely important.

SANGETSU Report 2021
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Message from CEQO

Toward becoming a Space Creation Company in 2030

06

What are your feelings in reflecting back on the
seven years since you took over the duties of
president?

Over the past seven years we have been reforming
Sangetsu’s actual business structure, and | feel that substan-
tial aspects of this have changed considerably. In the future, |
would like to ensure that the measures taken to the present
lead to profits and that Sangetsu’s transformation can be
demonstrated in the market through its solid business results.

With the domestic construction market unlikely to grow
significantly it might be difficult to achieve large and dramatic
growth in the interior segment of the Japanese market, where
we already command a high market share. Nevertheless, |
believe we can still gradually increase quantity and share in
the Japanese market and that improving our profitability in
conjunction with this will enable growth over the medium term.

Our basic thinking is that the two pillars of our medium- to
long-term growth strategy will be to promote the conversion
of business models and expand and convert business for-
mats in the Japanese market toward becoming a Space
Creation Company as well as to improve profitability and
expand the scale of our overseas businesses.

Since its establishment, Sangetsu has built its own busi-
ness model that includes product development and delivery
systems. In this sense, there are no other company models
or precedents that can serve as a model. Therefore, to
ensure we continue to grow as a company, we must continu-
ously identify the services we should strengthen and design
and build new business models that can create such ser-
vices. The Space Creation Company we envision as the
company we aim to become under the 2030 long-term vision
involves shifting from our conventional business model of
selling “products” to a new business model of proposing and
selling “experiences” through space design. We will steadily
build a business structure that can return value to all stake-
holders by acquiring stronger and more proactive positions in
the value chain and increasing profitability.

What are your strengths and competitive
advantages as you transform into a Space
Creation Company, which is your business model
for the future?

Our first strength is our comprehensive design capabilities for
designing and proposing entire spaces. We are promoting
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the creation of a system that proposes comprehensive
designs that starts with planning and designing the kinds of
space we should propose to our customers and that also
encompasses each product, space design, and installation.

Another strength is our delivery functions. We provide
extremely detailed services whereby we can cut products into
units as small as 10 cm and provide same-day delivery in
response to orders from a wide range of customers that
include interior contractors served by our distributors, instal-
lation sites nationwide, home builders, and general contrac-
tors. Another feature of our business is sales activities in
collaboration with distributors. To improve the efficiency of
sales activities, Sangetsu handles sales to business owners,
general contractors, design offices, house builders, builders,
and developers while entrusting distributors with sales to
interior contractors, which is their strength.

In this way, we are strengthening important functions in
space creation and are focusing on becoming a company
whose business activities are “sales of materials and installa-
tion” and “sales of space” as key elements of our conversion
to a Space Creation Company.

In addition, in the Space Creation Business, which is
leading the conversion to this business model transformation,
we will utilize the customer base, design capabilities, and
installation capabilities cultivated to the present in our interior
business and we are building a business structure that has
comprehensive installation management capabilities with
enhanced expertise. In 2020, we hired external human
resources who have many years of experience at exterior
companies to serve as Sangetsu’s executive officer in charge
of space creation and Sungreen Co., Ltd.’s General Manager,
Space Creation Division. One of Sangetsu’s unique strengths
unmatched by any other company is its ability to make
integrated proposals for exteriors and interiors. We are
transforming our position in the market by transcending the
boundaries of our business and strengthening proposal-
based sales encompassing design across the entire Group.

What types of policies are you implementing in
your sustainability activities?

On the environmental front, we place importance not only on
reducing GHG emissions and resources at offices and ware-
houses during our business activities, but also on the follow-
ing three points in particular. The first is to reduce GHG

emissions, energy, and wood waste emitted from production

Message from CEO

The “joy of design” to all stakeholders

plants. The second is to collect and recycle sample books.
The third is to collect products actually installed in buildings.
Our policy is to steadily proceed with these initiatives starting
from areas close to our main business such as Group-wide
initiatives that include overseas operations as well as collabo-
ration with suppliers.

In social-related areas, we are focusing on supporting the
refurbishment of child welfare facilities and promoting gender
diversity. Child welfare facilities sometimes have difficulty in
providing comfortable interior spaces due to budget prob-
lems. We believe that interior refurbishment support, whereby
we use our products to create comfortable spaces for chil-
dren, is a unique Sangetsu activity in which employees can
proactively participate while utilizing the Company’s main
business. In terms of gender diversity, promoting the active
participation of diverse human resources is an indispensable
initiative from the perspective of Sangetsu’s business format
of proposing a wide range of interior spaces. Many women
already play active roles in various workplaces at Sangetsu. |
believe that changing to a more attractive workplace where
everyone can utilize their individuality and deploy their
strengths regardless of gender will enable a better and stron-
ger company.

Please explain the ideas embodied in the brand
statement “Joy of Design,” which is the basis of all
your activities.

In our discussions of branding, | have placed value on
“design” ever since | assumed the duties of president. This is
a broad concept that encompasses not only the design of
products, but that also includes the design of experiences
and the design of our actual management itself. | want to
place value on “design” not just in terms of product design
but also for every aspect of our work. This strong feeling is
embodied in our brand statement “Joy of Design.”

Five years have passed since the statement was formu-
lated in 2016. During this time, | sense that “Joy of Design”
has taken on an even broader meaning as the way we work
and the ways we should work within the company evolve.
Our original idea was to “provide the joy of design to those
people who create space.” In recent years, we have
expanded this idea to encompass the meaning that Sangetsu
itself feels and savors the joy of design in the same manner
as its customers and connects this to the value provided to
customers.

This idea is also linked to the three social values the
Sangetsu Group aims to realize under its a long-term vision.
These are “Inclusive,” which aims to create an inclusive
society not only in Japan but throughout the world;
“Sustainable,” which aims to realize a sustainable society;
and “Enjoyable,” which encapsulates our desire to realize a
richer society filled with joy. We will increase the value of our
existence as a company by sharing the “joy of design” with all
stakeholders and return this as social value.

SANGETSU Report 2021
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About the Sangetsu Group

Growth History

Contributing to fulfilling lives and growing
together with the interior industry

Sangetsu’s history runs hand in hand with the develop-
ment of the Japanese construction and interior industries.
More than 170 years have passed since Yasuke Hibi
founded Sangetsudo. In the Edo period, he had started a
picture framing business on the south side of Nagoya
Castle’s Habashita Gate. Amid the rapid growth of hous-
ing-related industries in Japan, we have been constantly
enhancing our product development, sales, and distribu-
tion systems, while contributing to the development of the

The Long-term Vision
[DESIGN 2030]

interior industry_ Medium-term Business Plan Medium-term Business Plan Medium-term Business Plan—» Details P, 16-17
In 2014, Sangetsu formulated its first Medium-term Next Stage Plan G PLG 2019 D.C. 2022
Business Plan, Next Stage Plan G, _under anew manage- 2014-2016 2017-2019 2020-2022
ment structure led by the new president and then rein-
forced and expanded its businesses. In 2020, Sangetsu
presented DESIGN 2030, its long-term vision, to the public 1. Establish a sound corporate structure 1. Business strategy for growth 1. Expand earnings through qualitative
and developed the Medium-term Business Plan D.C. thatla.llows Qmployees to actively 2. Enhance human resources growth of core business
2022. Sangetsu is working hard to become a Space participate in management 3. Bolster profit management system 2. Growth of profitability in
. 2. Restructure our business strategy - next-generation business based on
Creation Company. 4. ESG and CSR policies )
' 3. Strengthen stakeholder value resources of core business
4. Passing on our corporate philosophy, 3. Strengthen management and
principles, and vision since our business foundations
founding 4. Realize social value

World War Il TOKYO 1964 Olympic Games Japan’s High Economic Growth Period Collapse of Bubble Economy Global Financial Crisis

\ \ \ \ \

Days before S Rapid Growth and Stability Period Period of Innovation

Establishment

1849 iz 1953 1960 1970 1980 1990 2000 2010 2014 2015 2016 2017 2018 2019 2020 2021 2022
1849 1953 1965 1972 1981 1994 2000 2014 2015 2018 2021
Yasuke Hibi founds ~ Establishes Launches first original Showroom opened in Starts fabric sales Starts upholstery sales Launches curtain recycling Shosuke Yasuda Relocates and reopens a renovated Tokyo Shinagawa Showroom Establishes Sangetsu Okinawa Co., Ltd. Makes Wavelock Interior Co., Ltd. a subsidiary
ﬁ;?ﬂf;ﬁ'ﬁ:;l:g SRR s IRV AREITE B4 1982 1995 SRE EESMTEB IERNE et Wt 2016 2019 Makes Goodrich Global Holdings Pte., Ltd. a wholly
business 1956 ;9:79 o e Starts carpet sales Lall;mgﬁs ‘fREgTEC" e ms s oL e Az Establishes Chinese subsidiary Sangetsu (Shanghai) Enters EC business with “WARDROBE GUEH Ul
Enters wallcovering bﬂs?gsessoonng VSRR 1986 SRS i a :ugzi dil;rr]?reen By 18k Transitions to a Company Corporation sangetsu” Kansai Logistics Center constructed to integrate
business Starts floor tile sales 1,996 ) . \ggpn;?n/zid;ri 33?: risory Makes U.S. company Koroseal Interior Products Establishes Renovation Division (Currently two logistcs fubs
1988 Lists on the First Section of Holdings, Inc. a subsidiary Space Creation Division)
) the Tokyo Stock Exchange
Starts carpet tile sales 2017 2020
Makes Fairtone Co., Ltd. a subsidiary Establishes Space Creation Business

Establishes Sangetsu Vosne Corporation Wi o e € L)

Makes Singapore-based Goodrich Global
Holdings Pte., Ltd. a subsidiary

= e = R

Sangetsudo Shoten Co., Ltd. Minami Aoyama showroom The sample book “82-83 Sungetsu sangetsu design site FLAGSHIP Koroseal Interior Products Holdings, Goodrich Global Holdings Pte., Ltd. Kansai Logistics Center
Carpet” Shinagawa showroom Inc.

08 SANGETSU Report 2021 SANGETSU Report 2021

dnouy nsjebueg ayy Inoqy

09




Our Direction

Sangetsu Group Details
Pu roose 37 The Long-term S @ The Social Values
. ! At e Entire Sangetsu Group
Value Creation Process | Gorporate Mission | gy Vision of the e o angets e
. . o Sangetsu Group S Creation C Ims to Realize
To contribute to society through interior pace Creation Company. The Sangetsu Group aims to contribute to
design and strive to create [D ESIGN 2030] the realization of a society that is:
The Sangetsu Group’s corporate philosophy is to contribute a daily culture of enrichment - '
‘o society through interior design and strive to create a daily | Brand C tl Medium-term ?aEiI;a:(? !::::ﬁgs through qualitative growth of nelusive ::lrlliztil\: 2ggi:§althy
: H “ : ” : ran oncep . o )
culture of enrlchme_nt by providing .the Joy of Des_lgn. Amld . Business Plan core business Sustainable — Asustainable society
a constantly changing external environment, we will review J oy of D e S I g n (2020-2022) 2. Growth of profitability in next-generation business that protects the
based on resources of core business global environment

and refine our process of creating value in response to vari- i i i
Ly P . 9 P We share ioy of design with [DeSIQn & Creation 3. Strengthen management and business foundations Enjoyable A more affluent and
ous social issues and needs in order to enhance the value Joy 9 D.C 2022] : : iovable soci
. . those who create new space. o 4. Realize social value enjoyable society
provided to society.

b 4 I

Details

P.20

Intellectual Capital Interior Segment Positive

Design archives, product development know-how, trademarks,

uonoalig INO

and customer data Develaping, proposing, and delivering the optimal 27 Creation of Economic Value Fiscal year ended March 2021
Human Capital Planning 8 [ interior products for space creation , .
Sales profer:sionals design 3 l l l Residential: Consolidated MEtsales -—+--vovmmoes ¥145.3 billion
: A .12 iginal ts offeri ior design, functionalit NG INCOME # v v e e eee e illi
Domestic interior business sales staff: Four companies 40 | = space . pprox. 12,000 original products offering superior design, functionality, Operating income ¥6.7 billion
) S = : and ease of installation 0
offices, 700 people RRAITETET N = S o : lssued 15 mill & book i ROE - 5.12%
Domestic exterior business sales staff: 15 offices, 90 people > & 2z 8 g s : ssued 1. million sampie books annually Domestic market shares
Overseas sales staff: Seven countries, 210 people A\ @ é’ =] ‘g g 3 = Proposal sales to all customers in the value chain
= = = )
Design professionals Inventory N g_, s &3 % Proposals for total interior coordination by design professionals WalICOVEIINGS ++«+rvrrereeseesreeeeee e 50%
N . ~ 3 N W . . N
Product design professionals: 70 people | = E = ltems always in stock, minimum sales unit of 10 cm, Flooring materials « -« -+« veeeereereiee 30-50%
Professionals of proposals for total interior coordination: Shiopin i= and same-day shipment @ e e e e e e e 0
160 people PP > Daily product shipments 60,000/day Fabrics 23%
Space creation professionals: 15 people | 523 N Number of samples 40,000/day Overseas market share

Logistics professionals 3 Non-residential wallcoverings market share in North America -+~ 20%
Specialist staff and contractors: 800 people | T
First-class and second-class certified architects: 25 people Product developmen interior coordination SR 4 P 9 Dividend increases for seven consecutive years
Interior installation: 1,300 people / Exterior installation: 150 people _§ Design of products Imagining s aces, pro osing desi ns, and creating them .

Building operation and management engineers: 85 people = gnofp gining sp proposing g g Total return ratio 82.4%
Social and Relationship Capital c Design of spaces Design and proposal of services

Relationships with suppliers % Design of services Overall space design for interior and exterior Creation of Social Value
Interior business suppliers: 270 companies = Comprehensive construction capabilities to implement various design plans ESG ratings
Exterior business suppliers: 150 companies An installation network spread nationwide (Japan)

Relationships with customers etals MSCI- SCORE 5.2 (AA)
Direct sales destinations: 6,000 companies o . . ) P34 FTSE + v SCORE 2.9
Related business partners: more than 200,000 companies Materiality (key issues) Environment/Social/Governance [ Exterior S £
Overseas business partners: 29 countries 55 xterior egment

i - I : . GHG emissions -« -ooooeeeeeeee 23.2% reduction

Solid corporate brands Providing and installing all kinds of exterior products s 0

Manufactured Capital » , . '

Manufacturing Providing exterior space designs through a broad product portfolio Management positions held by Women - -« -+« -----ooee- 17%

\}I(Vavelockllnterior (Japan's largest wallcoverings manufacturer) Social Issues A"'”?CI'US'\I’G EXte”IOf DrOdlIJCt lineup Child welfare facilities that received renovation support ------ 20/year
oroseal in U.S. (state-of-the-art wallcovering manufacturing facilities) Providing installation services o .
Sample Book Recycling Center Climate change, natural disasters - Lack of energy and resources Continuing to hold Sangetsu Wallpaper Design Awards

Inventor Move away from fossil fuels G
Logi t.y . d shining hubs in J 8 hubs / Labor shortage due to declining birthrate and aging population - Pandemic threat
AOQI? I;S,zggogzsosrlgzgy and shipping nubs in Japan & Nubs f i Overseas Segment Full compliance with Japan’s

DproX. £35, Needs of Society Corporate Governance Code <+« +=ww----++ Full compliance

D(?)Ilveryt' delvery ruck 500 units a d Measures against aging of buildings and infrastructure Manufacturing wallcoverings and sourcing them to

omestic delivery trucl units a day Expectations of improvement in QOL ; ; ; i
. . . X . : provide optimal products to North America and Asia
Financial Capltal From the consumption of products to the consumption of experiences - Use of IT Nega -
Total assets ¥158.8 billon  * Net assets ¥93.6 billion Interior Industry Challenges Manufacturing and distribution of wallcoverings and digitally printed
Equity ratio 58.8% Decline in housing starts - Shortage of installer of interior products wallcoverings in North America 130,000 copies of out-of-date sample books collected annually
Cash and equivalents at end of period ¥25.12 billion Shortage of logistics companies capable of handling long and heavyweight loads Providing high-quality designs in the Pacific Rim GHG emissions in the supply chain 400,000 t-CO2
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Our Direction
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Transforming the Business Model

Sangetsu is transforming its business model to become a Space Creation Company. We are developing
robust business structures through expanding and transforming business categories centered on the
interior business by leveraging the Group’s long-established unique strengths.

Transforming the business model to become a
Space Creation Company

We are striving to transform ourselves into a Space Creation
Company, which is the principal goal defined in the Long-
term vision [DESIGN 2030]. By doing so, we will achieve
further growth from business development centering around
sales of interior products. Through this initiative, we intend to
create a new business model to sell space designs, prod-
ucts, and installation/construction services for space creation
in a comprehensive manner by leveraging the entire range of
functions required, from design to logistics and installation/
construction. The new model deals with the space as a
whole, which involves more than simply handling individual
component items. Therefore, it will be vitally important to pay
greater attention to the activities that will take place in target
spaces and plan proposals accordingly. Toward this end, we
are making group-wide efforts to build and refine business
structures that underpin extensive proposal activities, and
integrating designs for products, spaces, and experiences.

Expanding and transforming business categories
based on unique strengths

Sangetsu is a fabless company with no manufacturing capa-
bilities of its own. As such, we have previously developed
business through forging cooperative relationships with many
manufacturers to create a diverse spectrum of attractive
products, with a focus on the interior business. We have also
built solid customer service functions to fine tune proposals
to various individual needs. Also, our “just-in-time” logistics
services enable stable supply of the right item at the right
time in the right amount, while ensuring that there are no
stock shortages.

The Group has solidified its presence in Japan’s interior
market by pursuing the above business model based on its
strong capabilities in product development, sales and pro-
posals, as well as inventory control, shipping, and delivery. In
order to obtain a larger market share in the future, it is essen-
tial to enhance services and functions while taking advantage
of the Group’s long-established unique strengths.

SANGETSU Report 2021

Establishing a business model for integrated
processes from manufacturing to sales to cover the
entire value chain

To enable the entire Sangetsu Group to achieve further
growth, we are aiming to transform our business model from
a service provider centered on sales to dealerships and
product logistics to a comprehensive space-related solution
provider that covers the entire value chain.

One key to the above transformation lies in manufactur-
ing, a function that has previously been excluded from our
operations as a fabless company. We will change this
approach and prepare in-house manufacturing lines to cater
to product characteristics more effectively. At the same time,
we will refine our design capabilities to satisfy market needs
by demonstrating originality and creativity in planning and
design. Also, sales activities are an essential area to boost.
Utilizing collaborative relationships with dealerships, we will
more aggressively approach interior contractors and reach
out further to housing manufacturers, architects, and busi-
ness owners. To this end, it is imperative to go beyond simply
planning the coordination of general products and focus
more on presenting overall space design proposals.

In addition, we will build nationwide transportation and
construction/installation service networks as a key means to
support sales activities.

Developing business to sell space designs, products, and installation/construction
services for space creation in a comprehensive manner by leveraging the entire
range of functions required from design to logistics and installation/construction

What is a Space Creation
Company?

Acquiring Wavelock Interior, Japan’s largest
wallcoverings manufacturer, to facilitate integrated
processes from manufacturing to sales

In October 2015, as part of a medium- to long-term strategy
for enhancing production capacity, Sangetsu acquired shares
in Wavelock Holdings Co., Ltd., the parent company of
Japan’s largest wallcoverings manufacturer Wavelock Interior
Co., Ltd. In March 2021, we acquired 51% of the shares of
Wavelock Interior to make it a subsidiary to secure more stable
and strategic procurement of wallcoverings. Wavelock Interior
is our major wallcoverings supplier, and it delivers nearly 30%
of our entire procurement of the product. Given this, the
acquisition of the company is strategically important for boost-
ing our competitive advantage and ensuring sufficient supply
to expand the wallcoverings business. At the same time, it will
facilitate integrated processes from manufacturing to sales,
thus enabling streamlined operations.

Our previous business model
Service provider centered on sales to dealerships and product logistics

Our previous business domains

1
]
1
1
1
1
]
1
1
]
1
1
4
1
1
1
1
1
1
1
=1

Purchasing

Inventory
Installation
companies

Business owner
“=*and private owner <~

Design proposals

-» Prime contractor <

Shipping
and delivery

1
f
1
1
1
1
1
1
1
1
1
1
[
1
1
1
1
1
1
1
r

Our new business model
Comprehensive solution provider that covers the entire value chain for integrated processes from manufacturing to sales,
leveraging capabilities for manufacturing, planning/design, sales, delivery, installation, and data utilization
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Our new business model
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Product development Coordination proposal

Space creation

Design of products

Design of spaces

Design activities

Design of experiences

Four strong functional areas to support design activities

1] Manufacturing, Planning and Design, Procurement 2 | Sales and Proposals

Capabilities to develop a diverse spectrum of products in Sales capabilities to respond to a large number of, and

cooperation with many manufacturers and to manufac- different types of, multi-layer market needs. Proposal

ture products in-house. Flexible procurement operations capabilities for planning, design, and total coordination

to ensure sufficient supply and broad product lineups. for the space as a whole, in addition to sales of products
and installation services.

4 | Installation/Construction

Nationwide networks of installation and installation/
construction services, enabled by group-wide engage-
ment. Comprehensive capabilities to implement various
design plans in the target space.

Capabilities for advanced inventory control through
utilizing our know-how and data, and quick and efficient
warehouse processing to handle small-lot, bulk, and
other types of orders. Nationwide logistics networks
offering fine-tuned services.
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Our Direction

The Long-term Vision of Sangetsu Group Approach for Achieving the Long-term Vision [DESIGN 2030]
[DESIGN 2030]

Basis of Design-driven management ==
(kL e Enhance brand value and transform business through design naé

Diverse professionals
An organization where diverse professionals with on-site capabilities fulfill an active role

The Sangetsu Group has formulated [DESIGN 2030] as its long-term vision that
defines the Group’s ideal state and serves as a guide for realizing sustainable Management

growth in the future. and Business
Foundations Cooperation and utilization for business-related data

Use DATA to increase the efficiency of business and transform business

Complete shift to service-oriented sales business
{ Business environment } Business in which services are the source of added value

, Expansion of the economic : Asia and North America
The Entir N r . Business Area o . ;
e tire Sa getsu Grou ) value of experiences Strong business in Asia and North America, and global expansion
i L From an interior products company to a creative concept partner based on design, human . pe=
AI ms to B ecome a Diversification in personal tastes il [0 resources, data, and services. (Bringing our clients’ visions to life through the joy of design) . *E

A global Space Creation Company based on design, human resources, DATA, and services

From ownership to use and experiences

“Space Creat|0n Companyn Focusing on the quality of life

Peace of mind, safety, and health

Creating an inclusive, sustainable, and enjoyable society

<
Achieving social value

uonoalig INO

Rapid penetration of digital technologies
in personal life

The Social Values the Sangetsu Group Aims to Realize
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Not only hunger and poverty but education for children and disparity
of living environments are worldwide issues as well.

Desire for interpersonal connections

Fiscal Year Ended March 2030
Consolidated Net Sales and Operating Income Targets

The Sangetsu Group will contribute to realizing an equal and "' N \
healthy inclusive society, where diversity of gender will be respected, ;
Consolidated net sales Sales target through the creation of healthy and comfortable spaces.
¥161.26 biliion -
*Adjustments for consolidation — ¥880 million ¥225'0 bllllon = 5
. . . | B
Consolidated operating income Operating income target The global environmental protection with ﬁE é CM%H T
sustainable society =
¥9.26 billion -
*Adjustments for consolidation -+ ¥50 million ¥1 8'5 billion L ) N ) T ——
. While climate change and sea and soil contamination are becoming ‘-?,L-{H_
S u S‘ta| N ab I e serious, vacant housing and buildings are increasing, due to an aging *

and decreasing population.
The Sangetsu Group will minimize our environmental footprint of

Fiscal year ended March 2020 Fiscal year ended March 2030

(Net sales, Billions of yen) (Operating income, Billions of yen) the supply chain as a whole and will contribute to realizing a sustain-
250 50 able society that will protect the global environment, through creation
of spaces usable for the long term and utilization of stock buildings.
200 40
[ 416 A more affluent and enjoyable society s/J
150 - 19.80 30 o
16.08 Regardless of the differences in nationality, gender, religion, disability,
100 018 > 20 and sexual orientation, a safe and reliable working environment with

. equal employment opportunities is being demanded. In such a
10 E nJ Oyab I e working environment, it is required to sustain economic growth per
capita through working efficiently.

The Sangetsu Group will contribute to realizing a more enjoyable
society by promoting equal, safe, and efficient ways of working,
which respect human rights, through the creation of spaces appro-
priate to various cultures and living.

064
50

' i
0

Net sales Operating income Net sales Operating income

M Interior M Exterior Overseas M Space Creation
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Our Direction
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Medium-term Business Plan (2020-2022)
[D.C. 2022]*

The Medium-term Business Plan (2020-2022) [D.C. 2022] was formulated to provide a first step toward
realizing the Long-term Vision [DESIGN 2030]. [D.C. 2022] has set forth the four basic policies to promote
the transformation into a Space Creation Company.

*D.C. = Design & Creation

Basic Policies

1. Expand earnings through qualitative growth of core business

>
2. Growth of profitability in next-generation business based on ’\,\
resources of core business N \

« D.C.2022
(4

Design & Creation
3. Strengthen management and business foundations

4. Realize social value

We will promote design-driven management as a means to enhance brand value and transform business through design.
This approach is centered on expanding earnings through qualitative growth of our core business and growth of profitability
in next-generation businesses based on the resources of our core business in order to drive further growth in the future.
Also, together with strengthening management and business foundations to enable business transformation to create a
Space Creation Company, we will aim to realize social value as well as economic value.

Design-Driven Management

1. Expand earnings through qualitative

Transfer of know-how of the
core business in Japan

Resources of the core business

Qualitative growth

‘ Complete transformation to selling service ‘

- Establish strong  Pursue optimum
management model and Business resources
Expand qualitatively foundations  ensure localization o
and geographically Professional capabilities
Strengthen branding and
product portfolio

Expanding the value of things
Pandemic/Climate change risk

Strengthen and streamline business execution capabilities

Establish system for advanced utilization of DATA

Space Creation Company

Tightness of human resources

4. Realize social value

Advancement of digital technology

Environment (global environment) / Social (Social capital/Human capital) / Governance
Specify materiality themes (key issues) and implement related initiatives » Details P, 35
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Progress in Fiscal 2020

Fiscal 2020 was the first year of the Medium-term Business Plan. During that time, we strove to expand earnings of our core
business, with a particular focus on the Interior Segment, through reinforcing design capabilities, pursuing strategic procure-
ment, and enhancing and upgrading service functions. Additionally, in the Overseas Segment, we reorganized business struc-
tures and promoted group-wide cooperation to help expand the Space Creation business.

Reinforcement of Design Capabilities  »Detais P. 22

We promoted design development projects for space creation in collaboration with archi-
tects and design firms inside and outside of Japan. One such major project was for joint
development of wallcoverings and flooring materials with Japanese architect Kengo

Kuma. The resulting products were placed on the market under the brand name of
“KAGETOHIKARI,” an industrial creation aimed at expressing ancient Japanese aesthet-
ics. Among them was “SHITSURAHI,” a wallcoverings series characterized by ingenious
use of Japan’s traditional materials. The series won the iF DESIGN AWARD 2021, a world-
renowned design award. Among other collaborative achievements was “ENGLISH DESIGN
AGENCY (EDA),” an upholstery collection developed jointly with the UK-based Sanderson
Design Group. The new collection resulted from inventive arrangement efforts based on resources from traditional British design
archives to create products that would appeal to today’s consumers.

Strategic Procurement »petais P. 12

We acquired 51% of the shares of Wavelock Interior Co., Ltd., Japan’s largest manufacturer of vinyl wallpaper, making the
company a subsidiary. The acquisition will strengthen our wallcoverings business by increasing our competitive edge and ensur-
ing a stable supply of products. It will also facilitate integrated processes from manufacturing to sales to enable streamlined
operations and expanded earnings. In addition, we are bolstering alliances with other manufacturers in pursuit of strategic
procurement aimed at even stronger business.

Enhancement and Upgrade of Our Service Functions »petisP. 18

Our logistics functions, an essential business infrastructure, have been upgraded. We have consolidated the previous logistics
bases located separately in the Kansai region to undertake strategic warehousing, shipping, and delivery operations. We reorga-
nized those functions into the newly established Kansai Logistics Center. Equipped with automation and labor-saving features,
the Center serves as the warehouse for all of western Japan, as well as a regional delivery hub in Kansai.

Business Restructuring in the Overseas Segment »Detis P. 26

In the face of severe business conditions due to the prolonged economic slowdown as a result of COVID-19, we implemented
business restructuring plans to reinforce our management structure. Specifically, we acquired 100% ownership of Goodrich
Global Holdings Pte., Ltd., headquartered in Singapore, and then bought shares held by the company in Goodrich Hong Kong,
the company’s Chinese operation. We are building a management structure that allows us to directly participate in the manage-
ment of Goodrich Hong Kong along with Sangetsu (Shanghai) Corporation. This represents cooperative marketing strategies
based on geographical segregation, assigning Goodrich Global Holdings to Southeast Asia and Sangetsu to China, to enable
the two partners to pursue respective regional initiatives.

Expanding the Space Creation Business »Detils P. 24

The Space Creation business was initially targeted at the non-residential renovation market. It is now expanding its business field
to residential markets, such as condominiums, and the Exterior Segment. Human capital is also being increased to support this
expansion. We will strengthen group-wide efforts to enhance and expand the Space Creation business.

Opening the Sample Book Recycling Center »Detils P, 45

Sangetsu publishes an average total of 1.5 million sample book copies every year. These books are revised every couple of
years, resulting in a huge number of copies requiring disposal as industrial waste, leading to increased environmental impact.

To address this issue, we have set up the Sample Book Recycling Center to scrap and sort collected out-of-date sample books.
We will step up the related activities, expanding collection capacity and the collection area while promoting material recycling to
further reduce environmental impact.

SANGETSU Report 2021
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Special | ogistics Strategy for the Reinforcement of

Feature . .
1 Service Functions

Sangetsu is reinforcing its service functions such as the inventory, in-warehouse processing,
and delivery functions of its Logistics Department that are some of the functions to be
augmented to “expand earnings through the qualitative growth of core business.” Special
Feature 1 explains the idea behind the reinforcement of logistics functions and the specific

measures to achieve our objectives.

Restructuring of Logistics Centers

We ship an average of about 60,000 merchandise items per
day. The issues being faced by the logistics industry have
come to the fore, including the increase of the cost of ship-
ping and trend toward avoiding heavy cargo. To maintain
and further improve the quality of delivery services despite
these circumstances, the reinforcement of the Logistics
Department’s service functions, such as inventory, in-
warehouse processing, and delivery functions, is essential.
To achieve this, since 2016 we have been restructuring
logistics operations, starting with the Kita-Kanto Logistics
Center. In January 2021 the Kansai Logistics Center was
built, integrating several hubs. This signaled the near comple-
tion of the restructuring of the key logistics centers that are
core to delivery services. Going forward, we will continue to
arrange hubs around Japan to ensure more finely tuned
delivery services.

Features of the Kansai Logistics Center

In January 2021, the Kansai Logistics Center was con-
structed, integrating the two hubs in Amagasaki, Hyogo and
Higashiosaka, Osaka. The logistics center is in a good loca-
tion close to the highway to enable trunk transport that fully
covers Japan and the city of Osaka which is the key delivery
area. The area of the warehouse is 36,300 m2, or about 1.6
times larger than the previous warehouse, and its volume is
about two times larger.

Approximately 12,000 merchandise items stored,
covering all products, as a hub for West Japan
The logistics center stores about =
12,000 merchandise items
covering all products such as
wallcoverings, flooring materials,
and fabrics. It is also a hub for
storing inventory to be shipped to
other places in Kansai and West
Japan. The goal is to ensure

Automated Guided Vehicle (AGV)

SANGETSU Report 2021

Sangetsu Okinawa

L Hokkaido LC

mFeb. 2019
Construction
mJan. 2019
Construction
and integration
F Tohoku LC
Kita Kanto LC
) mAug. 2016
Chugoku/Shikoku LC Construction and
relocation
Kyushu LC i L Tokyo LC
mJan. 2018
Construction and
Chubu LC integration
Kansai LC = May 2017
Construction and Total area
Jan. 2021 integration
Construction and 236,000m?
integration

LC: Logistics Center

efficient inventory management and functions as an import/
export hub for international transactions to improve services.

Introduction of new equipment, reducing the amount of
labor required and furthering automation

The Kansai Logistics Center is fully automated, enabling a
reduction of the amount of labor necessary to address the
recent issue of a labor force that is insufficient and aging while
also increasing efficiency through the integration of hubs.

The logistics center first introduced GTP, an autonomous
delivery robot. It delivers shelves of wallcoverings to a ship-
ping location. Shippers do not have to come to the shelves to
pick up merchandise. The robot saves time and reduces the
physical burdens on workers. The Automated Guided Vehicle
(AGV) delivers products that would be transported via lift
trucks. Other robots include automated packing machines
and automated vinyl floor sheet cutting machines. These
measures at the logistics center have enabled a reduction in
the required labor by approximately 25%.

Improvement and Sophistication of Logistics Functions

The construction of the Kansai Logistics Center has com-
pleted the restructuring of large logistics centers. We will
clarify the roles of the hubs around Japan and improve and
develop our logistics functions.

Clarification of the roles of the hubs

To construct a more finely tuned delivery system and maintain
a stable inventory, we will clarify the roles of the hubs around
Japan to encourage organic coordination. For this, we will
classify the hubs into three categories, namely flagship
centers, regional centers, and satellite centers, to increase
the efficiency of the logistics system and improve services.

® Flagship centers
W Regional centers

* Satellite centers [l Hokkaido LC

Export Import
Ab
v rl Tohoku LC
Lol .>Kita Kanto LC
Chugoku/Shikoku LC; /4 /
. Tokyo LC
Kyushu LC N / ¥ Tokyo
|
@ Chubu LC
m * e
Shikokuchuo KansaiLC

Okinawa

*

Flagship center

Supplies merchandise to each LC and acts as a regional delivery hub
Regional center

A regional delivery hub

Satellite center

A hub handling deliveries to locations distant from an inventory hub

Shikokuchuo Satellite Center
Opened in August 2021

Insourcing of business and recruitment and
development of professional human resources

To maintain and improve the finely tuned shipping and deliv-
ery system that is our strength, we insource an array of
businesses including warehouse operations and recruit and
develop professional human resources specialized in logis-
tics. To accomplish this, the logistics position program has
been established to enable employees to gain technical
knowledge and skills.

Specifically, a technical skill sheet is prepared to guide
employees in their study of technical knowledge and skills,
and the skills and abilities that are required of each employee
are visualized for each level and function. A buddy system
has been set up for new employees so they are able to learn
from their superiors how to handle tasks, how to maintain a
good attitude at work, and receive advice for resolving social
or work problems.

Control delivery to control business

Yosuke Mine
Executive Officer

General Manager,
Logistics Division

We believe that delivery capabilities are most effective when
customers select merchandise. These capabilities allow us to
deliver the desired quantity of the chosen merchandise to the
desired place at the desired time. However, we have not been
able to respond at the level we aim for capable of delivering
products to every customer site at all times due to an insufficient
system. While key hubs are being restructured, we will improve
our satellite centers and construct a more finely tuned delivery
system. In addition, we will introduce new systems such as the
transport management system* to improve services.

Under its philosophy, “Control Delivery to Control
Business,” Sangetsu will continue to adjust and improve its
logistics functions.

* The transport management system comprehensively manages the transportation
and delivery of merchandise from shipment at a logistics center to its destination.

SANGETSU Report 2021

ABajesis ymmoun

19



Growth Strategy

Business strategy

Interior Segment

We are arranging and enhancing the development system to meet market needs based on our mainstay
products comprised of wallcoverings, flooring materials, and fabrics such as curtains and upholstery, which
are widely used in residential and non-residential sectors.

capabilities

Our strengths lie in our provision of a one-stop service cover-
ing everything from planning and manufacturing to installation
with our full lineup of original interior products. Our goal is to
provide more progressive services than competitors through
the combination of design proposals, logistics, and installa-
tion with a broad range of products.

The Medium-term Business Plan includes the enhance-
ment of design capabilities and strategic procurement, which
are very important measures in the Interior Segment that
plays a central role in the business activities of the Sangetsu
Group.

To enhance our design capabilities, we seek out internal
and external product development talent. In addition, we
collect design inspiration from domestic and international
exhibitions and jointly develop products with renowned
architects and designers for the commercialization of many
different products based on new, experiential design
concepts.

Regarding strategic procurement, we acquired Wavelock
Interior Co., Ltd., Japan’s largest vinyl wallcoverings

Realization of product development with new
concepts through the enhancement of design

Lo Executive Officer
Yoshiaki Kaneko General Manager, Interior Business Unit

manufacturer, in March 2021 to help secure a stable supply
and increase efficiency through the integration of manufactur-
ing and distribution. We also reinforced our alliances with our
business partners, including our suppliers, to strengthen our
value chain.

During the fiscal year ended March 31, 2021 (fiscal 2020)
we leveraged the Internet to share information and hold
seminars due to the COVID-19 pandemic. We are planning to
create opportunities to more effectively communicate the
appeal of Sangetsu through the proposal of interior decora-
tion ideas and the showcasing of trends in addition to the
introduction of products. For example, real products and
virtual images can be used concurrently to enable customers
to experience the value of interior design that includes addi-
tional elements such as lighting and furniture that we do not
handle. We are also able to effectively communicate the
benefits of aftersales maintenance to customers. Eventually,
we would like to contribute to on-site support as well as the
support of end users.

Overview of fiscal 2020

Demand for interior goods is shrinking 9.5% to 10% in the
Japanese market partly due to the COVID-19 pandemic. The
Interior Segment recorded net sales of ¥111.794 billion,
down 8.4% year on year, while increasing market share
mainly in wallcoverings and flooring materials.

Interior Segment net sales ¥1 1 1 79 billion
(Sales composition ratio 76.9%)

(Billions of yen)
TB0

2017 2018 2019 2020 2021 (Fiscal years
ended March 31)

* After adjustment of sales in the Interior Segment and the Space Creation
Segment up to fiscal 2019

Sales composition ratio of the Interior Segment
(Fiscal 2020)

Fabrics Others
6.89 billion

¥7.81 billion ¥ o

(7.0%) (6.2%)

Wallcoverings

Flooring materials ¥55.81 bilion
¥41.27 billion (49.9%)
(36.9%)
Sangetsu’s market shares
Wallcoverings
Order-made
Flooring materials Approx. curtains

50

Approx.

23

PVC Floor sheets 44%
Printed PVC Floor tiles  43% * Market share data is for fiscal
Carpet tiles 27% 2020; domestic market share

based on Sangetsu estimates

Wall Coverings Division

In the wall coverings division, as the impact of COVID-19
resulted in a subdued market, the “RESERVE 1000” and
“REFORM Selection” home wallpaper sample books drove
sales thanks to signs of rising demand in certain sectors of
the rental housing and housing reform markets. Additionally,
sales of “CLEAS,” the sample book of glass films, remained
strong, while sales of antiviral products saw robust sales
growth on the back of rising demand for products that give
consumers peace of mind and safety. Overall, however,

net sales of wallcoverings were ¥55.814 billion, down

7.3% year on year, impacted by the decline in new housing
starts and market contraction centered on hotels and
commercial facilities.

Flooring Division

Sales were robust for “Floor Tile,” which can be used in a
wide range of applications in both the residential and non-
residential sectors, while “H Floor,” a cushioned floor sample
book published in September 2020, further penetrated the
market. “S Floor,” a flooring sample book for various types of
facilities that was published in November 2020, also demon-
strated strong growth among certain types of products
centered on antiviral products and was well received despite
the adverse market environment.

In addition, in the office renovation market, products such
as the “NT-350 Series” and “NT-700 Series” of well-designed
carpet tiles in an affordable price range were well received.
However, market conditions had yet to fully recover, and as
such, net sales of flooring materials were ¥41.271 billion,
down 7.8% year on year.

Fabrics Division

In the residential market, “AC,” the curtain sample book,
drove sales, and the sample book “UP” featuring chair uphol-
stery fabric and the sample book published in September
2020, “Contract Curtains,” geared toward various types of
facilities, performed well as it penetrated the market. In
particular, the usage of curtains with antiviral and antibacterial
properties expanded to include public and educational
facilities, in addition to their existing usage in medical and
welfare facilities. However, net sales of fabrics products,
which are composed of curtains and upholstery, were ¥7.816
billion, down 7.7% year on year, as a result of the impact of
market deflation and self-imposed restrictions and downsiz-
ing of sales activities, including promotional events.

SANGETSU Report 2021
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Interior Segment Examples of the enhancement of design capabilities

orios |

| Launch of the KAGETOHIKARI collection, a collaboration between
Kengo Kuma and Sangetsu

The KAGETOHIKARI collection was launched in April 2021. It is a
collaboration with world-renowned architect Kengo Kuma.

The collection is inspired by the beauty Kengo Kuma discov-
ered in shades and shadow, and the designs were also inspired
by onomatopoeia. Hopefully, users can freely create interior
spaces inspired by the technique of onomatopoeia that different
people perceive differently.

This is our first project involving the product development of
wallcoverings and flooring materials based on the same theme.
This activity is the embodiment of the Sangetsu brand concept
that shares the joy of design with those who create new space.
We will continue to develop products that express the “Joy of
Design” from diverse perspectives.

| SHITSURAHI wins international design award

The SHITSURAHI wallcoverings based on traditional Japanese
beauty won the iF DESIGN AWARD 2021%, an internationally
authoritative design award.

The SHITSURAHI series of wallcoverings is designed to adapt
to today’s interior decorating using the traditional skills and tech-
niques of Japan and old, traditional Japanese materials including
washi (Japanese paper), metal leaf, textiles, and paper textiles. It
expresses Japanese-style hospitality, comforts people, and brings
fascinating indoor spaces into being, whether oriental or
occidental.

* The international design awards are held in Frankfurt,

Germany, every year, organized by iF International RE’!?!I\GR“[I)
Forum Design GmbH. With its long history dating back 2021

to 1954 it has been one of the most recognized global
design awards.

SANGETSU Report 2021

Business strategy

Exterior Segment

We provide doors, fences, carports, and garden related products for residences as well as exterior
merchandise for various types of facilities to propose enriched lifestyles for people.

Taking charge of the Exterior Segment, Sungreen is changing
its position by expanding its business activities in the value
chain in addition to wholesaling specialized in exterior prod-
ucts, which is its mainstay existing business. We will work to
create interior spaces with higher value added as a member
of a Space Creation Company by continuing to extend our
area of operations to the Kanto area and improving our

Engaging in expansion of business activities without
being limited to existing position

President

Hirofumi Takeda Sungreen Co., Ltd.

construction capabilities and proposal capabilities for the
design of interior spaces.

We will continue to develop sales capabilities, earning
power, and organizational power and increase our existential
value as a corporation to ensure high quality work and trans-
form into a truly strong company.

Overview of fiscal 2020

Regarding the situation around the Exterior Segment in fiscal
2020, public construction and other non-residential property
construction declined, and sales of mainstay housing-related
products, for example, fences, doors, and carports, strug-
gled, as the market as a whole continued to stagnate. On the
other hand, growing demand related to staying-at-home
resulted in robust sales of mailboxes, storage sheds, wooden
decks, and other products, while sales at home improvement
retailers and e-commerce stores also grew significantly. As a
result, net sales of the Exterior Segment were ¥14.626 billion,
down 9.1% year on year.

Exterior Segment net sales ¥1 462 billion
(Sales composition ratio10.0%)

(Billions of yen)

5 T 15.01 16.12 16.0? 777777777 14.62

2017 2018 2019 2020 2021 (Fiscal years
ended March 31)

. — P —
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Business strategy

Space Creation Segment

As a driving force in becoming a Space Creation Company, we engage in highly technical business
activities and propose interior spaces using the resources that we have cultivated in the interior business.

'

Established in fiscal 2020, the Space Creation Segment is
comprised of the Space Creation Division of Sangetsu and
Fairtone Co., Ltd. which provides interior finishing services.
We aim to grow the space creation business as a whole
using our customer base and the design and construction
capabilities that we have cultivated and by improving our
consulting and installation/construction management
capabilities.

Sangetsu’s Space Creation Division provides one-stop
services from design to installation/construction management
in the non-residential sector’s renovation market, planning the
concepts that meet customer needs and designing optimal
spaces.

Our strengths cultivated through many years of interior
product sales lie in our product development and proposal
capabilities for interior and exterior coordination. In addition,
our approach of integrating interiors and exteriors and our
space design proposal capabilities enable us to create high
value-added spaces in ways that stand out from our com-
petitors. We are reinforcing our consulting capabilities by
proactively recruiting outside talent and enhancing our pro-
posal activities based on our robust customer base.

Proposing new value for diverse spaces

Executive Officer in charge of Space Creation
Director of Sungreen Co., Ltd. and

Kazunori Miyamoto General Manager of Space Creation Business Unit

Design is more than what the term literally means to us.
We believe that design involves the proposal of new value in
living and working environments. Specifically, we create
beauty through design and also aim to influence people’s
bodies and minds by, for instance, adding indoor plants in
offices. In this way, we propose experiential designs for
people through interior design.

The pandemic has changed our business environment.
Offices are changing with work style reforms and more
people working from home. Old buildings are being con-
verted into shared offices and rental apartment buildings.
Well-designed lifestyle hotels are being built one after another.
These changes mean there are certainly more business
opportunities for us. Taking this opportunity for business
expansion, we will employ more staff for design and installa-
tion/construction management and enable them to develop
their skills to build a system that is ready for increasing
demand. We will step up efforts within the Group to proac-
tively approach existing customers to whom we have only
sold interior products to accurately understand their policies
and thinking on design so that we are able to capture the
essence of their needs when creating proposals.

As the core organization of a Space Creation Company, we
are the interior contractor providing one-stop services that
satisfy diverse needs by bringing together the Group’s design
capabilities, technical construction capabilities, and project
management capabilities.

The Sangetsu Group is working to be a Space Creation
Company. To realize this, we identify the increasingly diverse
and sophisticated needs for space creation, create spaces,
and propose and realize experiential design to enhance and
reinforce our construction functions.

Our construction capabilities, one of our strengths, are
based on our network of professional technicians from
construction associations around Japan and our field-proven

Enhancing construction capabilities as a
Space Creation Company

President

Shigenobu Maki Fairtone Co., Ltd.

technical construction capabilities. We are ready to engage in
construction projects ensuring high quality.

We directly are involved in multiple businesses relating to
projects to meet diverse needs in new construction and
renovation mainly for offices, commercial and hospitality
facilities, and healthcare and welfare facilities in the non-
residential sector, leveraging the strong synergies created
through the use of the resources of Sangetsu’s core
businesses.

We are devoted to creating spaces that provide unprec-
edented value, joy, and inspiration to people as a Space
Creation Company.

Overview of fiscal 2020

In the Space Creation Division Unit, the impact of COVID-19
led to the cancellation and delay of office renovation projects.
However, demand has arisen in relation to the conversion of
properties from hotels to office buildings, and there has been
new demand for the renovation of tenant spaces based on
work style reforms. Further, the company has endeavored to
strengthen its human resources and alliances capable of
addressing this demand.

Fairtone Co., Ltd., which takes the lead in the Group’s
construction activities, showed a favorable growth in sales,
partly due to measures to strengthen client relationships,
sales activities in cooperation with Sangetsu, and the limited
impact of COVID-19 on the non-residential interior finishing
business for new builds. Conversely, in the renovation busi-
ness, which is centered on hotel and office projects, the
amount of construction declined, and circumstances became
adverse, particularly following the declaration of the second

state of emergency in Japan. Amid these conditions, Fairtone
Co., Ltd. has endeavored to acquire new customers and
secure construction orders through collaboration with
Sangetsu.

As a result, net sales of the Space Creation segment were
¥5.239 billion, up 25.9% year on year.

Space Creation Segment net sales ¥523 billion
(Sales composition ratio 13.6%)

(Billions of yen)
8O 523
45 416
8.0 e e
1.54 1.58
[P AN S RN
0.45
2017 2018 2019 2020 2021 (Fiscal years

ended March 31)
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Business strategy

Overseas Segment

Our overseas offices lead the business of manufacturing and selling interior products such as wallcoverings
and flooring materials in their regions. We are pursuing the business models appropriate for each individual

market to develop global businesses.

Our Overseas Segment targets the Pacific Rim as its busi-
ness area, with a view toward North America, Southeast
Asia, and China roughly divided into three major markets, and
operates its businesses based on four regions, the three
previously mentioned and Japan. We define our regional
divisions and responsibility structure by operating in the North
American market through Koroseal Interior Products
Holdings, Inc.; operating in the Southeast Asian market
through Goodrich Global Holdings Pte., Ltd.; and in the
Chinese market, including Hong Kong, directly through the
Overseas Business Division of Sangetsu. We will develop and
implement strategies best suited for each region. We recog-
nize that overseas markets are important amid concerns
regarding the shrinkage of the Japanese market for interior
materials. We are positioning the establishment of our unique
presence in the overseas market using the resources that
Sangetsu has developed in Japan as an important strategy.
In terms of our product strategy, we must differentiate our
products from the competition in each region, develop strate-
gically competitive products, and establish a unique position
for ourselves that will continue into the future for the
Sangetsu Group companies to continue to compete globally.
The keys to this goal are country-specific strategies and the
Group’s shared strategy. The country-specific strategies

Making effective use of the Sangetsu Group’s
resources to display our unique presence in
overseas markets.

Kengo Minebe  General Manager of Overseas Business Division

include market strategies based on the economies and
cultures of the individual countries and the development of
unique products with advantages. The Group’s shared strat-
egy is to implement product strategies to effectively supply
the Japanese brand, Sangetsu, to overseas markets.

At the same time, one of the major functions of the
domestic business, the logistics function, has yet to be
developed adequately in the overseas business, and we will
be building logistics strategies to enable us to outperform the
competition.

Building a global
product planning and
procurement structure

* The new business structure (China): A new organization combining Sangetsu
(Shanghai) Corporation and Goodrich Global Wujiang Limited

Overview of fiscal 2020

Net sales in the Overseas Segment for fiscal 2020 came to
¥15.034 billion, down 24.1% year on year. While the business
environment in the overseas market was affected severely by
the COVID-19 pandemic, we maintained sales activities
online and strived to reduce costs mainly through greater
productive efficiency and personnel restructuring.

* In the Overseas Segment, the results of overseas subsidiaries and affiliated
companies over the period from January to December 2020 are included in results
for the above in the fiscal year review.
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Overseas Segment net sales ¥1 503 billion
(Sales composition ratio 10.3%)

(Billions of yen)
DA

2017 2018 2019 2020 2021 (Fiscal years
ended March 31)

Koroseal Interior Products Holdings, Inc. (“Koroseal”) is the
only comprehensive supplier involved in everything from
manufacturing to the distribution and sale of interior products
in North America. Metro Wallcoverings (“Metro”), a subsidiary
of Koroseal operating in Canada, has a dominant share of the
local market as a sales agency of wallcoverings.

The COVID-19 pandemic and city-wide lockdowns posed
challenges throughout fiscal 2020. We carried out outdoor
promotion activities to reduce the loss of business opportuni-
ties and strived to increase productivity by operating new
wallpaper production facilities and reduce costs through
personnel restructuring. Sales of REATEC, a self-adhesive
decorative flm product made by Sangetsu, increased by
meeting needs for the reduction of construction periods and
costs and environmental consideration as a result of our
long-accumulated sales activities.

Growing to be a sustainable and resilient company
that will significantly contribute to the Group’s
performance over the next several years

Chief Executive Officer
. Koroseal Interior Products
Victor Paul Holdings, Inc.

However, regarding the hospitality market, which consti-
tutes the mainstay market for Sangetsu products, recovery to
its pre-COVID-19 level is expected to take several years.
Even in this unstable environment, Koroseal will continue its
efforts and steadily implement the strategies laid out in its
medium-term business plan. We are pursuing all opportuni-
ties for sales growth through the continuous development of
new designs and will maximize the efficiency of our opera-
tions while ensuring market
relevance. Our goal is to be
a sustainable and resilient
company that will contribute
significantly to the Group’s
performance over the next
several years.

L4 koroseal

Koroseal (Ohio, USA)

of reforms

Based in Singapore, Goodrich has sales networks throughout
Southeast Asia and exerts its strengths in the hospitality
market, primarily selling high-end products from the United
States and Europe. Not many competitors are able to offer
total interior packages including wallpapers, curtains, and
flooring materials, and Goodrich is said to be recognized as
the industry leader.

The COVID-19 pandemic severely affected the hospitality
industry during fiscal 2020, and a number of construction
projects were canceled or postponed, resulting in an inevi-
table decrease in sales and profitability.

Even amid these conditions, Sangetsu made Goodrich a
wholly owned subsidiary, began restructuring our business in
China, as well as established new companies in Vietham and
Thailand as part of our efforts to improve management
strategies to further strengthen our Southeast Asian

Expanding the market using the strength of our top
position in the industry and taking on the challenge

. Chief Executive Officer
Yasushi Furukawa Goodrich Global Holdings Pte., Ltd.

networks. We believe the interior market in Southeast Asia is
still in a growth phase in which an improvement in product
quality and the future growth of demand can be fully
expected. Therefore, we will take our utmost efforts to
improve our product range and sales strategies to expand
this market.

While the business conditions in fiscal 2021 remain
extremely difficult, we will steadily implement each strategy
and take on the challenge of
reforms to ensure the recov-
ery of our financial
performance.

Goodrich (Changi, Singapore)
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Financial Strategies

The consolidated results of the Sangetsu Group have been stable and positive since its shares were
listed on the stock exchange in 1980. We will promote the continued improvement of capital
efficiency based on ROE and ROIC, create stable cash flow, and continuously improve our cash
conversion cycle (CCC) with the goal of maintaining stable earnings.

Medium-term Business Plan (2020-2022) “D.C. 2022”
capital policy

During our new Medium-term Business Plan, we will imple-
ment the following capital policies while monitoring the
impact of the COVID-19 pandemic on our earnings and
conditions in capital markets.

1. We will maintain equity in the range of ¥90.0 billion to
¥95.0 billion

2. We will maintain a total shareholder return ratio of approxi-
mately 100% over three years.

3. We will make decisions regarding dividends and share
buybacks in consideration of the impact of COVID-19 on
the business results under the basic policy of maintaining
stable dividend increases.

Continued increase of capital efficiency based on ROE
and ROIC

We will invest in the growth of our business to expand earn-
ings through qualitative growth of core business and further
realize profitability in next-generation business based on
resources of core business as actions that are included as
basic policies of the Medium-term Business Plan. Meanwhile,
we will maintain the equity capital and cash necessary to
ensure the security of our business and implement a share-
holder return policy of raising the total shareholder return ratio
to nearly 100% in three years from the fiscal year ended
March 31, 2021 (fiscal 2020) to fiscal 2022. To this end, we
plan to reduce our equity capital, which was approximately
¥110 billion at the beginning of the previous Medium-term

Trends in ROE related indicators
6.0
ROE

4.84
Net profit margin

Capital distribution plan

Fund distribution
Growth investment

¥20 billion to ¥26 billion

Creation and procurement of funds
Cash equivalents held as of March 31, 2020*!

¥36.8 billion

Shareholder returns

¥17 billion to ¥19 billion

Cash flow from operating activities in 3 years
¥28 billion to ¥30 billion '

Borrowings in 3 years

Minus ¥5 billion to ¥10 billion

Cash as of March 31, 2023
¥25 billion to ¥30 billion

*1 Cash and deposits and securities other than stocks

Business Plan, to between ¥90 and ¥95 billion. Equity capital
in the fiscal 2020 reached ¥93.3 billion.

In addition, we set ROE and ROIC targets of 9.0% and
are working to increase the earning power of the entire Group
and steadily implement growth strategies. ROE decreased
from 6.0% four years ago to 1.5% in the fiscal 2019 due to
such factors as an increase in SG&A expenses to strengthen
the foundation of the business and achieve sustainable
growth, investment related to logistics, and an impairment in
the Overseas segment in fiscal 2019. However, ROE recov-
ered to 5.1% in fiscal 2020.

Meanwhile, ROIC decreased from 7.9% in fiscal 2019 to
5.6% due to a fall in operating income. Among the compo-
nents of ROE, the net profit margin recovered to 3.29%;
however, further improvement is necessary, including an
improvement in total asset turnover.

5.1%

3.29%

1.53 .
1.70 times
Financial leverage
o —( 0.9 times
Total asset turnover ratio 08 0.9 0.9 0.89
2017 2018 2019 2020 2021 (Years ended
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March 31)

Creation of stable cash flow

We consider the cash and cash equiva-
lents in our statements of cash flows,
the time deposits with a deposit term of

more than three months, and high- (Bilions ofyer)
liquidity securities to be cash
equivalents.

Cash equivalents as of March 31,
2020, amounted to ¥36.81 billion. @ Cashand
During the fiscal 2021, cash flows from cash equivalents
operating activities increased ¥9.69 661 29.92
billion, in which ¥2.59 billion was used biion |
for investing activities, and there was a
¥11.83 billion decrease due to financing
activities. As a result, cash equivalents
as of March 31, 2021 stood at ¥27.94
billion. We plan to maintain this balance

Net Cash

atendofperiod

Trends in cash flow from March 31, 2020 to March 31, 2021

@

Cash lﬂOWS' Effect of exchange
from investing rate change on
activities cash and cash equivalents

Cash flows ‘
from operating (0.05)

activities Cash flows

from financing Net Cash
activities 12.02

@ Cash and
cash equivalents | | yy7 g4
atend of period | billion

25.12

within a range between ¥25 to ¥30
billion for some time.

Year ended March 31, 2020

1. Cash and cash equivalents stated in
statement of cash flows ¥29.92 billion

2. Time deposits with deposit term exceeding
3 months ¥0.83 billion

3. Securities ¥4.12 billion

4. Investment securities (excluding stocks)

Continuous reduction of the cash
conversion cycle (CCC)

CCC, which is an indicator of working
capital efficiency, improved to 68.9 days
thanks to the extension of the payable
turnover period to 94.5 days.

Factors such as continuous negotiations with suppliers
and an extension of the payable turnover period due to a
decrease in the amount of goods purchased as a result of a
fall in net sales contributed to the improvement.

¥1.93 billion

Enhancement of shareholder return policy sustainable
over the medium and long term

We will enhance our shareholder return policy, which is
sustainable over the medium and long term, with the goal of

Trends in CCC by item

Receivable
turnover Py 5.1
period ’

113.8 149 110.9 days

106.5 94.5 days

=

Payable
turnover N
period

68.9 days
72.4

50.4 52.5 days
Inventory 49.9

turnover 45.7
period 44.0

2017 2018 2019 2020 2021 (March 31)

1.-4. ¥36.81 billion

Year ended March 31, 2021

5. Cash and cash equivalents stated in
statement of cash flows ¥25.12 billion

6. Time deposits with deposit term exceeding
3 months ¥0.59 billion

7. Securities ¥0.30 Billion

8. Investment securities ¥1.92 billion

5.-8. ¥27.94 billion

achieving a total shareholder return ratio of nearly 100% as a
three-year total. Based on this policy, the year-end dividend
for the fiscal year ended March 31, 2021 was ¥29 per share
and the annual dividend combined with the interim dividend
of ¥29 per share was ¥58 per share. This dividend marks the
achievement of a dividend increase for the seventh consecu-
tive year, and the total dividends paid amounted to ¥3.5
billion. The payout ratio was 73.4%, and the total shareholder
return ratio, including the purchase of treasury shares, was
82.4%.

Dividend per share (Annual) §§ Total shareholder return ratio |§ Payout ratio

(Yen) (%)
70 400
60 575 58.0 300
55.5 56.5
52.5
50 200
40 100

30

0
2021 (Years ended
March 31)

2017 2018 2019 2020
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Financial Highlights

Consolidated Net Sales

(Billions of yen)
200

2017 2018 2019 2020 2021 (Years ended
March 31)
Net sales had continuously increased since the fiscal year ended
March 31, 2010. However, they decreased 9.9% year on year in
the fiscal year under review, the first decrease in 11 years.

Consolidated Operating Income/
Operating Income Margin

(Billions of yen) M Operating Income @ Operating Income Margin (%)

¥6.7 billion

0
2027 (Years ended
March 31)

2017 2018 2019 2020

Operating income and the operating income margin decreased
27.7% and 1.1 percentage points year on year, respectively, due
to prior investment based on the Medium-term Business Plan and
a decline in net sales.

Net Income per Share

(Yen)
TO0
¥78.97
75 e R
BO ol
22 I
2017 2018 2019 2020 2021 (Years ended

March 31)

Net income per share rose ¥55.41 from the previous fiscal year as
a result of the purchase of treasury shares based on our capital
policy and an increase in net income.
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Segment Information

M Interior Exterior Overseas

(Bilions of yen) - 1 space Creation Business M Lighting Business

T8O
¥5.23 billon

435 —¥15.03 biion
—14.62 bilion

R I .
¥111.79vilion

FIE D S [ I
2017 2018 2019 2020 2021 (Years ended

March 31)

Net sales in the Overseas Segment fell significantly, 24.1% year
on year. Net sales in the Interior Segment and Exterior Segment
both decreased 8% to 9%. Meanwhile, net sales in the Space
Creation Segment increased 25.9% year on year.

* In the fiscal year ended March 31, 2021 (fiscal 2020) we changed our business

segments to the above four segments, and retroactively reclassified the results
in and before fiscal 2019 into the four new segments.

Profit Attributable to Owners of Parent

(Billions of yen)

2017 2018 2019 2020 2021 (Years ended
March 31)
Profit attributable to owners of parent rebounded 233.8% from
the previous year, when the result included intangible assets and
goodwill impairment losses associated with U.S.-based subsidiary
Koroseal Interior Products Holdings, Inc.

EBITDA
(Billions of yen)
S
12 “¥10.10 bitiion
S —
e B
2017 2018 2019 2020 2021 (Years ended

March 31)

EBITDA decreased from ¥13.67 billion in the previous fiscal year
due to a decline in amortization of goodwill and a decline in net
sales.

ROE (Return on Equity)/
ROIC (Return on Invested Capital)

(%) @ROE HROIC

8
6
4
2
0
2017 2018 2019 2020 2021 (Years ended
March 31)

ROE rose for the first time in four years. ROIC decreased 2.3
percentage points due to a decline in operating income.

Free Cash Flow

(Billions of yen)

. ik
R I ¥7.09biion
0 i
T —————.a——ea- i ioiii»?bi-n

2017 2018 2019 2020 2021 (fears ended
March 31)

Cash inflow from operating activities was ¥9.69 billion and cash
outflow from investment activities was ¥2.59 billion. As a result,
free cash flow decreased ¥1.69 billion from the previous fiscal year.

Dividend per Share (Annual)

(Yen)
70
o v58.0
L e AR
40 el e

2017 2018 2019 2020 2021 (Years ended

March 31)

Regarding profit distribution, the annual dividend including the
¥29.0 per-share interim dividend was ¥58.0 per share, to fulfill our
basic policy of sustainably increasing shareholder returns over the
medium and long term. This represents a dividend increase for
the seventh consecutive year.

Shareholders’ Equity/Equity Ratio

(Billions of yen) M Shareholders’ Equity @ Equity Ratio (%)
TBO 100
120 58.84 75

80 ¥93.3 =0
billion
40 el e e 25

0
2021 (Years ended
March 31)

2017 2018 2019 2020

Equity is maintained between ¥90.0 billion and ¥95.0 billion based
the capital policy laid out in the Medium-term Business Plan
(2020-2022) “D.C. 2022.” As a result, the equity ratio remains at
approximately 60%.

CCC (Cash Conversion Cycle)

2017 2018 2019 2020 2021 (Years ended
March 31)
In addition to ongoing negotiations with suppliers, an extension of
the accounts payable turnover period due to a decrease in the
amount of goods purchased as a result of a decrease in net sales
contributed to the improvement of the CCC.

Dividend Payout Ratio / Total Return Rate

(%) @ Dividend Payout Ratio B Total Return Rate

0

320 e N

220 o A NN

| 9

R N\ m82.44
©73.44

2017 2018 2019 2020 2021 (Years ended

March 31)

Our basic policy for profit distribution is to raise the total share-
holder return ratio to nearly 100% for the three-year total from
fiscal 2020 to fiscal 2022. The dividend payout ratio was 73.4%
and the total shareholder return ratio, including the

purchase of treasury shares, was 82.4%.
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Non-financial Highlights (Non-Consolidated)

GHG Emissions

M GHG Emissions*

(t-C02) @ Rate of decrease compared to fiscal year ended March 31, 2018 (%)
F0,000 40
8,000 gy
6,000 T
4,000
2,000 ot 0
2017 2018 2019 2020 2021 (Years ended
March 31)

*GHG emissions use actual emission factors.

We are striving to reduce our greenhouse gas (GHG) emissions
and also working with our suppliers, as we believe it is important
to reduce emissions from product manufacturing.

Waste Discharge

M Waste discharge o
4 50(0) @ Rate of decrease compared to fiscal year ended March 31, 2018 (O@
4,098:
3,000 I 40
1,500 1 e 20
0 & 0
-10.9%
S, B00 -20
2017 2018 2019 2020 2021 (Years ended
March 31)
We visualize and sort the industrial waste discharged in the
course of our operations and sell waste materials to reduce the
amount of waste and the expenses incurred when discharging
waste.
Female Hires / Recruitment Ratio
(Persons) M Female hires @ Recruitment ratio (%)
B0 100
QO
BO e
20 (@ e e
10
0
2017 2018 2019 2020 2021 (Years ended
March 31)

In our strategic personnel system reforms, we developed organi-
zations and systems to enable women to exert their strengths
and, as a result, we have been able to proactively recruit women
to fill more than 48% of positions on average over the last five
years (the ratio decreased in fiscal 2020 due to an increase in
personnel recruited for the Logistics Center).
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Energy Consumption

M Energy Consumption

(G @ Rate of decrease compared to fiscal year ended March 31, 2018 (%)
B R ey 35
127,681aJ4
OGRS SRR Rt [ USRS S 25
60,000 1 15
el BN B s 1 05
e ® -0.1%"
] R 05
2017 2018 2019 2020 2021 (Years ended

March 31)

We are working to reduce energy consumption at our offices and
warehouses. One measure we are engaged in is the replacement
of our business-use vehicles with hybrid vehicles.

Recycling Rate

(t) M Waste discharge* @ Recycle Rate (%)
5,000 100
4,000 g 81.5¢, 80
3,000 @ 60
2,000 < e 40
1,000 <] e 20

0
2017 2018 2019 2020 2021 (Years ended
March 31)

* Excluding waste with value

We are promoting resource circulation through efforts such as the
reduction of waste and the improvement of disposal methods
based on the reduce, reuse, recycle model (the 3 Rs). We have
also begun recycling of our sample books.

Employees Engaged in Temporary
Part-time Work While Child-rearing

(Persons)
T00 8 8 """""
persons

2017 2018 2019 2020 2021 (As of April 1)

We promote systems and an environment enabling employees
raising children to continue working. A rising number of employ-
ees utilize the temporary part-time work system while child-
rearing, which is part of the employment environment we created
to support a balance between work and home life.

Average Length of Service

(Years) B Men HWomen

2

20 181 years

15 e B B

11.8 years

10 [ | R | R |

e | . | N | U | N |
0

2017 2018 2019 2020 2021 (Years ended

March 31)

We aim to become a company that is rewarding, challenging, and
motivating to work at for each and every employee. As one
indication of the success of these efforts, the average number of
years employed has steadily grown among both men and women.

Average Number of Paid Leave Days Taken

(Days) HNumber of days of paid leave taken @ Ratio of employees taking paid leave (%)
2 100

0
2015 2016 2017 2018 2019  (October to September
of following year)
Besides promoting the establishment of a proper work-life
balance, implementing work-style reforms and reducing overtime,
we are encouraging employees to take paid leave.

Number of Employees with Mental Health Issues /
Rate of Occurrence

(Persons) M Number of employees with mental health issues* @ Rate of occurrence (%)
D 5
D 4

Average Total Work Hours (Annual)
(Hours)
2,800
2,000 I
1,500 e e
1,000 e e

10 [

2017 2018 2019 2020 2021 (Years ended
March 31)

We develop a work environment that enables our employees to
fully exert their abilities and work to reduce overtime.

Number of Employee Resignations
(Excluding Retirees) / Attrition Rate

(Persons) M Number of employee resignations (excluding retirees) @ Attrition rate (%)

TO0 5
80
60
40
20

0

2017 2018 2019 2020 2021 (Years ended

March 31)

We respect the human rights of each and every employee,
prohibit unreasonable discrimination and harassment, and strive
to create a fair and upbeat workplace. We promote the creation
of workplace environments that maintain physical and mental
health, resulting in the attrition rate over the last five years remain-
ing at 4% or less.

Frequency Rate of Work-related Accidents

M Sangetsu Corporation @ Wholesalers and Retailers average

0
2017 2018 2019 2020 2021  (Years ended
March 31)

* Employees continuously absent for more than one month due to mental health issues

We have established a health management policy and are work-
ing to develop a comfortable work environment and promote
physical and mental health in cooperation with occupational
health physicians and public health nurses. We ensure that all of
our employees have stress checks in September every year, and
the public health nurses encourage employees under heavy
stress to consult with a specialist.

2017 2018 2019 2020 2021 (Years ended
March 31)

We conduct emergency drills and focus particularly on the safety
and health education of our employees. As a result, our rate of
work-related accidents is substantially below the industry average.
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ESG Management

The Sangetsu Group regards ESG (environment, social, governance) activities that are based on the
concept of CSR (corporate social responsibility) as the practical application of its corporate philosophy
and undertakes activities for realizing a sustainable society together with its stakeholders.

A Message from the Director Responsible

Sangetsu has prescribed its basic CSR policy in accordance
with its corporate philosophy system, identified materiality
related to ESG issues in step with its long-term vision, and is
undertaking activities toward realizing a sustainable society.

On the environmental side, we are working to develop
environmentally friendly products amid growing needs for
environmental conservation in the construction industry.
Sangetsu is also proactively taking the lead in activities that
encourage the participation of the entire industry. These
include collecting and recycling sample books and collaborat-
ing with suppliers to reduce GHG emissions throughout the
supply chain.

In social-related areas, as befitting a company that han-
dles interior products, Sangetsu is supporting the refurbish-
ment of child welfare facilities. Employees making their
utmost efforts while interacting with residents of local

ESG Management System

Aiming to be a company that employees can be
proud of and that is respected by society

Director, Executive Officer in charge of administration and

Tatsuo Sukekawa General Manager of the Finance and Accounting Department

communities also raises employees’ motivation. Moreover,
active participation of diverse human resources is essential in
Sangetsu’s business in which abundant sensibilities in the
form of “design” is crucial. Sangetsu is working to create an
environment where women can work comfortably and is
enhancing systems while supporting women who take on the
challenge of becoming executives and managers.

Management-related discussions are actively held at the
Board of Directors. Outside Directors proactively make
recommendations from expert viewpoints and Sangetsu
believes that its governance functions at an extremely high
level in terms of the effectiveness of the Board of Directors.

With the aim of being a company that its employees can
be proud of and that is respected by society in the future as
well, Sangetsu will firmly ascertain its reason of being and
work to further permeate ESG within the Group.

Sangetsu established a new CSR Promotion Section in April 2016, and in April 2017 a CSR Committee was established to
oversee CSR activities across the entire Company, with the Company President acting as Committee Chairperson. Recognizing
the need to respond appropriately to the various international guidelines relating to ESG, five subcommittees have been estab-
lished within the CSR Committee and from November 2020, the name was changed to the ESG Committee, which undertakes
practical CSR management and implements measures aimed at addressing social issues.

ESG Committee

Subcommittee on
Governance

Chief Supervisor:
Responsible
Directors

Board of Chairperson:
Directors President

Audit Secretariat:
Committee ESG Promotion
Section
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Subcommittee on
Human Capital

Subcommittee on
Social Capital

Subcommittee on Social
Contribution Activities

Subcommittee on

Environment

ESG Activity Themes | ESG and CSR Policies

Corporate Maintain and enhance the transparency of
corporate governance and practice thorough

Governance compliance

Human R'_ghts Support the careers of diverse employees at

and Working each Group company and provide jobs for

Environment those who are socially disadvantaged

Busm_ess Promote social responsibility in the supply
Practices and chain

Consumer Issues

SOCIa.I . Expand social contribution activities
Contribution led by employees
Activities

Monitor the environmental impact of the
Sangetsu Group as a whole and construct a
system for preventing global warming and
supporting the sustainable use of resources

Environmental
Protection

v Vv v v V9

Specification of materiality related to ESG issues in the Sangetsu Group

The Sangetsu Group has specified materiality based on the importance to society and long-term investors and the impact on the
sustainable growth of its businesses after considering society’s requirements and key themes for our industry. These themes are
also important items in the realization of our long-term vision and are tracked in a plan, do, check, act (PDCA) cycle that is linked

to business plans.

sTEP 1

STEP 2

STEP 3

ster 4

Selection of themes } Specification of materiality } Approval } Target setting and evaluation

Referring to GRI, SASB, ISO
26000, and other major interna-
tional guidelines

Specifying materiality by selection
and mapping of themes important
to society and themes important
to Sangetsu

Long-term vision and materiality themes

Materiality map

@® Environmental impact of supply
chain (GHG, waste)

@ ®® Protection of personal
information and data security

® Development of long life
products

@ ®® Securing interior finishing
capabilities (craftsmanship)

@ ®® Product safety
@O ® Stability of quality

We receive internal and external
feedback on the materiality that has
been specified before it is approved
by a decision-making body

Action policies for specified
materiality, setting of targets,
evaluation of activities, and
execution of improvement plans

@ Inclusive @ Sustainable @ Enjoyable

@ OO Stability of supply in procurement

@O O Stability of supply in terms of orders, inventory,
shipping, and delivery

@ ®® Appropriate balance between services and prices

@O ® Corporate governance that is independent,
objective, and transparent

@O ® Strengthening capabilities through a commitment
to compliance

[ Community engagement

@ Creation of joyful designs and protection of
intellectual property

® Providing the joy of design

@® Environmental impact of
business activities
(GHG, energy, waste)

[gllsal [mportance to society and long-term investors EAYEIsYAalleal

® Recycling of sample books

@® ® Development of employees’ health and
capabilities

@® ©® Enhancing employee engagement

@® ® Diversity and inclusion for employees

@ ®® Strengthening and sustaining frontline execution
capabilities

High

Impact on Sangetsu’s sustained growth

>

Very high

ESG items

Materiality (key issues)

Environmental impact of business activities (GHG, energy, waste)

Long-term vision
Sustainable | Enjoyable

SDGs of relevance

Environmental impact of supply chain (GHG, waste)

E Environment

Development of long life products

Recycling of sample books

Product safety

Stability of quality

Stability of supply in procurement

Stability of supply in terms of orders, inventory, shipping, and delivery

Community engagement

Social capital

Protection of personal information and data security

S Securing interior finishing capabilities (craftsmanship)

Creation of joyful designs and protection of intellectual property

Providing the joy of design

Appropriate balance between services and prices

Development of employees’ health and capabilities

Enhancing employee engagement

Human capital

Diversity and inclusion for employees

Strengthening and sustaining frontline execution capabilities

Corporate governance that is independent, objective, and transparent

G Governance

Strengthening capabilities through a commitment to compliance
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social | Human Rights and Diverse Work Styles

Sangetsu respects the diversity, character, and individuality of
employees; ensures sound operations to enable each employee
to perform at his or her full potential while playing a meaningful

Applicable SDGs
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role in the Company’s operations; and provides a safe and com-

fortable working environment.

ESG and CSR Policies

Support the careers of diverse employees at
each Group company and provide jobs for those
who are socially disadvantaged.

Fiscal 2020 Targets/Specific Measures

e Proactively recruit non-Japanese employees and outside expert
talent.

* Promote the expansion of job types for persons with disabilities so
that they account for at least 4% of the workforce in fiscal 2022.

e Maintain positive working environments and develop programs
for maintaining and improving employee health.

¢ Recruit and provide support to female managers.
Raise the ratio of female managers to 20% by 2022.

The Sangetsu Group Human Rights Policy

The Sangetsu Group Human Rights Policy outlines the
Sangetsu Group’s stance toward respect for human rights
and our commitment to accountability regarding this matter.
Other documents setting out our measures in regard to
human rights protection, such as the Sangetsu Group
Corporate Ethics Charter and Sangetsu Group Compliance
Code of Conduct, are drawn up in accordance with this
policy. Our main goals include strengthening safety, hygiene
and employee health in the workplace, prohibition of discrimi-
nation and harassment, improvement of diversity, appropriate
management of employee salaries and working hours, work-
life balance maintenance, and ensuring proper handling of
personal information.

Efforts in health and productivity management

Sangetsu established its health and productivity management
policy “for employees to work enthusiastically” to enable
employees to enjoy working. Efforts to achieve this include
the establishment of organizations for health and productivity
management such as the Sangetsu health insurance society
and special units, as well as continuing to hold a variety of
events. In recognition of these efforts, we were selected by
the 2021 Certified Health & Productivity Management
Organizations Recognition Program (large enterprise cat-
egory) for the second consecutive year. We were also given a

promotion of cancer prevention

partner award in recognition of

our Advanced Cancer Treatment __3,;““
Reimbursement System and our ’.,‘:‘2."__
continued advocacy, including > 2021

REESERAAN

Health and productivity

seminars to help people work
during cancer treatment.

Five-year change

Ratio of Female Ratio of Working Employment rate of
Managers Mothers* persons with disabilities
0 34.2¢ 3.1¢
17.2% 2% - 1%
(as of April 2021) (as of April 2021) (as of March 2021)
1 Assistant Managers Chief Managers and other Managers No. of working mothers (persons) No. of persons with disabilities (persons)
i Ratio of female assistant managers -l Percentage of working mothers (%) B Employment rate of persons with disabilities (%) .
-@- Ratio of women in management positions (Non-consolidated) (Non-consolidated) (Non-consolidated)
(Persons) (%) (Persons) (%) (Persons) (%)
120 ~60 180 163 80 40 36 388
145 31
121 2%
» 101 24
60 314 ~30 90 - 40 20 4
342
298 = 310 31 31
107 w7 | D7 23 24 2T
0 32 83 36 46 59 0 0 0 0 0
2017 2018 2019 2020 2021 () 2017 2018 2020 2021 ) 2016 2017 2018 2019 2020 )

* No. of working mothers / No. of full-time women employees
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Efforts to encourage diversity

As expressed in the Sangetsu Group Basic Policy on
Diversity, we respect the individuality of each employee and
we believe that the promotion of diversity, which enhances
the growth of the Group and our employees, is an important
management strategy for the creation of new value.

Support for women’s participation and advancement
As part of the strategic reform of our personnel system, we
are implementing a voluntary action plan based on Japan’s
Act on Promotion of Women’s Participation and
Advancement in the Workplace. We are putting in place the
organizational structure and supporting systems needed to
enable female employees to effectively utilize their strengths
and capabilities, appointed a Diversity Promotion Officer
within our Personnel Department, and are implementing
various measures to realize our goals accordingly. Our objec-

tive is to ensure that our organization can fully utilize the know-

how, experience, and specialist expertise of all employees
regardless of gender.

LGBTQ initiatives

We are undertaking efforts both internally and externally to
raise awareness of our efforts to cultivate a corporate ethos
that effectively leverages the diversity of our workforce,
embodied by the unique personalities of each employee
regardless of their age, gender, nationality, ethnicity, religion,
disability, sexual orientation, or other characteristics. We
encourage employees to continue to challenge themselves
and take the initiative while also expanding the scope of
related measures in line with the Sangetsu Group Human
Rights Policy and the Sangetsu Group Basic Policy on
Diversity. In this context, we have established a helpline to
proactively support LGBTQ*! individuals and support their
self-expression through statements including the use of the
ally sticker*2.

“rorics §

Seminar supporting women’s health and
success

An online seminar was held to improve managers under-
standing of female-specific health issues to create an
environment where all employees can enjoy working.
Some participants commented that the seminar
enabled them to once
again realize the neces- | ktosnussEcan
sity of managers to be | T veees
aware of health issues in
order to enable women
to formulate a career
plan and succeed.

PRIDE index silver ranking awarded for three
consecutive years

The voluntary association work with work with Pride

Pride (wwP) was awarded a silver
ranking by the PRIDE index for three
consecutive years. The index is an Silver
indicator recognizing LGBTQ-friendly 2020
workplaces beyond the framework of

companies or organizations.

*1 LGBTQ (lesbian, gay, bisexual, transgender, questioning) is an abbreviation for a
number of sexual orientations. Q, or questioning, refers to persons who are
uncertain of, have not decided, or are trying to identify their gender or sexual
orientation.

*2 An ally is a person proactively supporting LGBTQ individuals.

SANGETSU Report 2021
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Social }

By collaborating with our suppliers on the basis of mutual trust,
we are able to provide customers with appealing products that

they can use with safety and peace of mind. This helps improve
the brand power of Sangetsu over the entire supply chain.

ESG and CSR Policies

Promoting social responsibility in the supply
chain

Fair Business Practices and Consumer Issues

Applicable SDGs

Fiscal 2020 Targets/Specific Measures

e Survey for domestic suppliers

 Percentage of suppliers awarded a “B” rating: 70% in fiscal 2022

e Survey for overseas suppliers and results analysis

® Develop products that meet customer needs and provide
solutions to their problems.

Promoting fair transactions

We aim to fulfill our social responsibilities through sound
business activities based on mutual trust and cooperation
with suppliers while giving consideration to the environment,
safety, human rights, and other issues. Accordingly, we have
developed the Sangetsu CSR Procurement Policy and
Sangetsu SCR Guidelines for Business Partners to put in
place a system for enhancing actions for quality, the environ-
ment, and CSR in the supply chain. The latter has been
developed for all products and materials bearing our brand
name (including products sold on a dealership basis).

SANGETSU Report 2021

While many of our products are manufactured by suppli-
ers, we are continuing to promote CSR activities throughout
the supply chain to ensure high quality in the manufacture of
products that meet environmental and social needs.

Survey for suppliers

We have been conducting a survey for suppliers with respect
to compliance with the CSR Guidelines since 2017. This
survey evaluated each company in relation to CSR activities,
including compliance with laws and social norms, ensuring
that corporate activities are fair and equitable, and concern
for human rights and labor health and safety issues, as well
as other matters. By providing feedback on the survey results
to suppliers and encouraging them to make improvements,
we are working to enhance awareness of CSR-related pro-
curement throughout the supply chain as a whole.

Domestic and overseas supplier assessment rating on-consoiidated)

E rating
(A score of 9 and below)

0.9% (2 companies)

D rating (10-29)
6.6% (15 Companies)

C rating (30-49)
8.8% (20 companies)

Number of
companies
answered: 228

A+ rating (90-100))
28.9% (66 companies)

B rating (50-69)
28.5% (65 companies) A rating (70-89)

26.3% (60 companies)

Based on trust relationships built over 30 years

FUSOGOSEI Co., Ltd.

v Osamu
Kimura
Director

General Manager of
Sales Manegement
Department

wr. Tomomi
Tsukagoshi
Director

General Manager of |
Manufacturing
Control Department

We are a manufacturer of interior products including flooring
materials, wallcoverings, and other interior products for
construction. We have engaged in contract production of
many products for over 30 years, satisfying the level of design
and quality required by Sangetsu and using our platemaking
technique that is our strength. Truly, we have grown together
with Sangetsu.

Concerning environmental and social issues, we have
contributed to the community, for instance, by reducing waste
with reference to Sangetsu’s ESG activities and CSR-
conscious procurement. In January 2021, the Kuki Facility
introduced a cogeneration system. It generates about 60% of
the electricity consumed by the facility and reduces COz2 by
about 30%. Enabling autonomous operation with a built-in
storage battery, the system plays the role of providing an
emergency power supply in the case of disasters based on an
agreement that has been concluded with the city of Kuki to
cooperate in accepting those who have the difficulty returning
home in case of disaster.

Based on established relationships of trust, we will under-
take efforts to raise quality and advance sustainability.

Enhancing customer service

In spite of less opportunities to provide interior trends and our
products at actual exhibitions and events, we are offering
services corresponding to the “new normal” given changes in
the environment.

Communications with partners and customers

We hold a national meeting with sales agencies every year.
It gives us an opportunity to report performance, share a
medium-term management plan and a scenario for strategic
growth in cooperation with sales agencies, and help sales
agencies socialize.
The meeting was
held online in fiscal
2021, after being
inevitably can-
celled due to the
pandemic in fiscal
2020

Opening of Sangetsu Space Creation Park

Sangetsu Space Creation Park proposes interior design ideas
to meet the needs of various facilities such as healthcare and
hospitality with the concept “Give colors and solutions to your
creativity and e~ ol - '
imagination.” It i new |
showcases a full
lineup of interior
products includ- %
ing new items.

L SRTLUMEY AR
Sangetsu Space Creation Park

PETLA=E Y T Barind

Introduction of Sangetsu Official < S
Instagram account .@ - &
We have established an official e

Instagram account linked with the
existing official corporate website.

[ ]
Jiy ol Owilgn. FYALTBIEEUE,

[ e e FRIVET, ASF
UPESCRE oW AR LT,

S T P = K
EyE

We recognize that information PR PO
sourced from social media can have : =

. . Do S
a great impact on consumers with wo ik EEee ceoEe o
more people using smartphones & 5] @

today. Our page offers useful infor-
mation for selecting interior elements.
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social | Gommunity Involvement

In order to contribute toward the enrichment of society,
Sangetsu has adopted a proactive stance toward participation
in the community, with the main focus on activities to contribute
to the enrichment of society through our business, as well as
through volunteer activities and the hard work of each and every
employee.

Applicable SDGs
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ESG and CSR Policies

Expand social contribution activities led
by employees

Track record of social contribution activities by Sangetsu Volunteer
Club from fiscal 2016 to fiscal 2021

2016 | 2017 | 2018 | 2019 | 2020 {2021 (Plan)

Fiscal 2020 Targets/Specific Measures

. . Number of facilit ti 12 19 | 20 18 | 20 | 25
e Support the renovation of child welfare facilities 20 or urnoer of facfity renovations 1 : : 3 :

more projects per year Number of other activities* 10 10 8 13 3 -
* Proactive partidpation in social contribution activities *Volunteering at marathon races, biodiversity activities, and cases of disaster, etc.
2022 Sangetsu Matching Gift Program 13,000 S-miles
e Implementing activities to provide support for children
in developing countries
Efforts in promoting social contribution activities Sangetsu Matching Gift Program
by employees SVC activity M External activities
The Sangetsu Matching Gift Program is implemented with (5-mie) 10.000
the goal of promoting social contribution activities. Under this 10,000 9,355 -
program, Sangetsu gives employees “S-mile” points in ?
recognition of their social contribution activities. “S-mile” S S W—
points are converted into money and donated to NPOs and
other entities that Sangetsu supports. The activities to which 4.789
the program applies include not only Sangetsu Volunteer 5,000 e e
Club activities, in which the company plays a leading role, but 374
also individual employees’ activities in relation to support for 2500 2590 B BN
external social welfare facilities, support for people affected
by natural disasters, international exchange activities, com-
munity activities, educational activities for young people, and F/2018 2019 F/2020 Goal I Y2021

NPO support activities. We are supporting these activities so
that employees throughout Japan can proactively participate
in such activities regardless of location.

SANGETSU Report 2021

Support to the next generation through interior

Supporting the renovation of child welfare facilities
Through our business activities, we are implementing activi-
ties to provide support for the interior renovation of child
welfare facilities throughout Japan so that the children can
enjoy a more comfortable living environment. Renovations
were carried out at 20 facilities in fiscal 2020.

Chunichi Aoba Gakuen Aoba Kan

99 | ek

projects

Accumulated number from
April 2014 to March 2021

Supporting the next generation through food aid

Food donations to support children via employee
cafeteria

Sangetsu is participating in the Table For Two program in
which part of the payment for cafeteria meals is donated to
help pay for school meals for children in Africa and Asia. If
you skip a small side dish to reduce your calorie intake when
eating at the employee cafeteria, you will be able to donate
¥20, which provides a school meal for

a child. We offered Mafé with the mn
aroma of peanut butter that was devel-

oped with local food as an inspiration in

2020 to celebrate the donation of GoLD
20,000 meals in total. We were certified Pi“l“fk
as a Gold Supporter and received a "‘“

certificate of appreciation for our Supporter logo

activities, having contributed donations for 21,803 meals in
total by fiscal 2020.

In addition, all employees joined the Onigiri Action as in
the previous year. The employees posted photos of onigiri
(rice balls) on social media and a dedicated site. The number
of posted photos
reached 1,765,
thereby realizing
donations of 8,825
school meals.

[ TABLE FOR TWO

> TABLE FOR TWO https://www.tablefor2.org/

Support to the persons with disabilities through
design

Artworks of artists with disabilities employed for
wallcoverings
“HIGH GRAFICA” wallcoverings based on digital printing
employs and sells artworks by artists with disabilities belong-
ing to Able Art Company.

Able Art Company mediates the licensing of designs
created by artists with disabilities to create work for them by
distributing their works in the community.

Inspired by our commitment to diversity, we have adopted
these attractive
designs, which
embody free artistic
expression, to support
the artists.

L5
Night Zoo
Mika Kamijo
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environment | Safeguarding the Global Environment

Sangetsu’s business operations are closely linked to the global Applicable SDGs

environment, and accordingly, our company as a matter of course
has a corporate responsibility with respect to protecting the
environment. Besides working to reduce the environmental foot-
print of our own business activities, we are also striving to build
a better and more environmentally friendly living environment.

Mo W12 oo W13 17 e
Y R4 E

ESG and CSR Policies

Monitor the environmental impact of the Sangetsu Group as a whole and construct a system for
preventing global warming and supporting the sustainable use of resources.

Fiscal 2020 Targets/Specific Measures

e Reduction of greenhouse gas (GHG) emissions in Scope 1 Reduction by 30% in fiscal 2022 (compared with fiscal 2018),
and 2 by 5% (compared with fiscal 2018).......ccceviiiiiiiiiiiiiiceei realization of carbon neutral by fiscal 2030

¢ Reduction of energy consumption by 2% (compared with fiscal 2018) ... Reduction by 4% in fiscal 2022 (compared with fiscal 2018)

e Reduction in volume of waste by 2% (compared with fiscal 2018).......... Reduction by 4% in fiscal 2022 (compared with fiscal 2018)

e Rise in the recycling rate t0 819 ....vovvviiiiiiiiiii 83% in fiscal 2022

e Enhancement of eco-friendly products e Management of chemical and water use

Environmental footprint surrounding Sangetsu

An environmental footprint occurs in diverse places and situations as part of business activities, encompassing suppliers,
business partners, and after-use situations as well as various internal processes. Understanding the environmental footprint in
various scopes, we are making efforts to reduce our impact on the environment.

o GHG emissions  Scope 1, 2 Discharge of resources Discharge of resources
3 Fiscal 2030 Targets Sample book recycling Resourge recycling for products
15} Carbon neutral for Sangetsu Corporation only (zero emissions) Expired sample books Recycling of products and off-cuts
5 Consolidated in the Group as a whole FY2022 recycling targets Development of recyclable products
(2} . "
? *50 to 55% reduction under consideration 130,000 Carbon minimum and resource recycling
(=2}
5 A A
o - - Collection of Promotion of
< Business domains of 7T\ 7T\ 7T\ £7T\ sample books resource collection
2 the Sangetsu
= Group l l Sales activities
@ Product
8. ¢ 0ff- % ; Off- % development
2 \, uts », outs ¢ Administrative work GHG
T .
& ===3» Resource recycling
o W .
< £ S Processing S IR
@ Self-manufacture of -1 £ £ and £ = N
5 interior products — E_ 2" treatment 9_ &> 8 7
2 Wavelock Inerior 2 S Inventory s s
o Koroseal = = <
L e
— Interior product g
manufacturer -~ 8 Customers Short-term renovation ;
5 and supplier ... »  Sample book 2 Business owners/ = .., (e.g. rental Once in several years
@ manufacturer =2 Owners _E office carpets)
%g @ Architects/Designers |, 55
35 Installation tradesmen == Once in 10 to 20 years
-1 S E
-g @ 1,500,000 sample‘ €5 . > Long-term renovation
g 4 JECTI . JRCLTN books/year g (e.g., residential buildings)
SE < Ooff % :' off- % rrEerrsaaseaaas o, &
52 . cuts .' % cuts - Discarded sample books ..""'x‘
£ 0 R e, e Casessssssssssessass 5 . Waste
oo e Y Ve Dismantlement == oo
=0 L S o
a GHG emissions  Scope 3 Collective disposal alond with other construction matera
ollective disposal along with other construction materials
Set and execute targets through procurement P 9

Scope 1: Direct discharge of greenhouse gases by business operators themselves (combustion of fuels and industrial processes)
Scope 2: Indirect discharge accompanied by use of electricity, heat, and steam supplied by others
Scope 3: Indirect discharge other than Scope 1 and 2 (discharge by others in connection with the activities of business operators)
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GHG emissions

We are taking steps to reduce GHG emissions to curb cli-
mate change. GHG emissions (Scope 1 and 2) in our busi-
ness activities stood at 6,233 t-COz2 in fiscal 2020, down
283.2% from fiscal 2018.

To reduce GHG emissions, we are saving energy with our
internal equipment, creating energy through solar power
generation, and procuring electric power with a low emission
factor.

Additionally, in consideration of the Japanese govern-
ment’s declaration of its intent for Japan to be carbon neutral
by 2050, we aim to effectively materialize zero emissions, or
become carbon neutral, by fiscal 2030 for a further reduction
of GHG emissions.

(t-CO2) M GHG emissions* @ Rate of decrease compared with fiscal 2018 (%)
10,000  seeesmessrmeeereeee e e 40

8,000 ‘e I 30

6,000 B IESCEISUEREEE  TEERLCRRRRRS

4,000 B IESCEISUEREEE  TEERLCRRRRRS

2,000 0

2016 2017 2018 2019 2020 (FY)
Benchmark year

*GHG emissions use actual emission factors.

Reduction of GHG Emissions and Energy
Consumption

Energy saving and creation at equipment and facilities
We are switching all company cars (mainly, hybrid vehicles) to
green/fuel-efficient cars. During fiscal 2020, we changed 296
vehicles, accounting for about 63% of our fleet. The replace-
ment will be completed during fiscal 2022.

We installed solar panels covering an area of 2,170 m2 on
the rooftop of the Chubu Logistics Center | in Inazawa City,
Aichi, in 2014 to make effective use of natural energy. In fiscal
2020, we reduced our environmental footprint by generating
508,251 kWh corresponding to the annual electricity con-
sumption of 166 general households, and sold the generated
electricity to a power company through a feed-in tariff
scheme.

Change of power company
The use of electricity accounts for about 70% of GHG emis-
sions for Scope 1 and 2. We believe that purchasing electric-
ity with lower GHG emissions is one means to reduce GHG
emissions, in addition to reducing electricity consumption.
Starting January 2016, we have changed our power
company to one with a lower CO2 emission factor at hubs
that consume more electric power. We will continue to switch
our power source to one with less emissions, such as renew-
able energy.

Ratios of hybrid vehicles

(Number of vehicles) [T Gasoline vehicles [ Hybrid vehicles
600

500

400
300 -
200
2%
100
% s
R o

2016 2017 2018 2019 2020 (FY)

o

Renewable energy power generation amount

(KWh) [7 Solar power generation amount
B0, 000 ----m-memrmrmememrme oo

520578 511146 520,798 532187 520549 fog op.

400,000 e R R R R R
Solar power
generation started
in September 2014
210,076
200,000 -1
0

2014 2015 2016 2017 2018 2019 2020 (FY)
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Special
Feature Efforts in Reducing Environmental Footprint

2

For “Achieving social value” that is included in our long-term vision, we are trying to reduce
our environmental footprint in our business activities. As a leading initiative, Special Feature
2 looks at “understanding and reducing our environmental footprint in the supply chain” and

“increasing the collection and recycling of sample books.”

Understanding and Reducing Our

Environmental Footprint in the Supply Chain

Collaboration with suppliers essential for the reduction
of GHG emissions

To prevent global warming, we have Scope 1 and 2 emis-
sions, with medium- and long-term targets to reduce green-
house gas (GHS) emissions. However, looking at the overall
supply chain, Scope 3 emissions account for more than
90%, while Scope 1 and 2 emissions represented a very
small part. Therefore, we need to cooperate with suppliers as
well as undertake our own internal efforts to significantly
minimize GHS emissions in Sangetsu’s business in general.
In this context, we started sending a survey to suppliers to
understand their status quo in fiscal 2020, following calcula-
tion of Scope 3 emissions which started in 2017. We will

continue working with our suppliers to reduce GHG emissions.

Scope 3
Others Scope 1

6.0% 05%
1.1%

Scope 3
Category 4
5.7%

FY2020

389,295
t-CO2

Scope 3

Category 1/

e 98.44
" 0

Promoting eco-friendly procurement in further
collaboration with suppliers
The calculation of GHG emissions in Category 1 of Scope 3
uses a multiple of the purchase amount by emission factor. In
addition to the calculation method, we introduced a method
based on energy data at each supplier. On a per unit sales
basis, the old calculation method does not incorporate each
supplier’s efforts in reducing GHG emissions, such as intro-
ducing energy-saving equipment, since the calculation results
increase in proportion to purchase prices. As a result, the
environmental performance of suppliers will be accurately
understood, and the true state of GHG emissions will be
evident if calculation methods are reviewed and if calculations
are based on the energy data of each supplier.

We will help create a sustainable society by further col-
laborating with suppliers in reducing GHG emissions in
procurement.

Scope 1:  Direct discharge of greenhouse gases by business operators
themselves (combustion of fuels and industrial processes)

Scope 2:  Indirect discharge accompanied by use of electricity, heat,
and steam supplied by others

Scope 3:  Indirect discharge other than Scope 1 and 2 (discharge by
others in connection with the activities of business operators)

Category1: Purchased goods and services

Category4: Upstream transportation and distribution

Increase in Collection and Recycling of Sample Books

Establishing a more organized system

For years, Sangetsu has provided a diverse array of products
for customers through sample books, which are an important
business tool. However, 1.5 million sample books are issued
every year, and in reality, most of them are disposed of as
industrial waste. While reducing our environmental footprint,
we regard the
collection and
recycling of sample
books as a major
issue. We have
discussed how we
can establish a
more organized
system.

Number of used sample books
collected and recycled in fiscal 2020

Recycling

12,000

Collection

130,000

Number of
sample books
issued a year
1,500,000

Flow of sample book recycling

Setup of Sample Book Recycling Center
In March 2021, the sangetsu Sample Book Recycling Center
was set up to decompose used sample books collected by

salespersons and recycle the resources, centering on mate-
rial recycling. For now, the center is continuously improving
the productivity of processing. The recycling target is 50,000
sample books for fiscal 2021 and 130,000 samples books for
fiscal 2022. Four persons with disabilities work at the san-
getsu Sample Book Recycling Center. It is expected to serve
as a model for the promotion of diversity. We will create an
environment where persons with disabilities can work suc-
cessfully and demonstrate their capabilities by incorporating
the opinions and proposals of the center staff.

Cooperation
Welfare facilities for persons with disabilities

..-..’

v

v

Sangetsu

v

Customers

Collection

sangetsu Sample Book > Specialized recycle
Recycling Center operators

%

y)

4
VOICE

First progressive efforts in the interior industry unprecedented in Japan

Our services include the understanding of GHG emissions in the supply chain; setting of emission reduction
targets and execution of reduction activities; emissions management by reflecting outcomes of activities; and

disclosure of such efforts and outcomes.

For Sangetsu’s latest survey, we calculated and analyzed survey data to find out the actual state of

-
LR
Wk

Category 1 of Scope 3. In Japan, a survey of this kind targeting 126 suppliers had no precedent in Japan,

serving as the first and progressive attempt in the interior industry. | am looking forward very much to seeing
if it will lead to the dissemination of GHG emissions reduction in the entire business world as well as the

supply chain.

vr. Shuichiro
Suzuki

President
Waste Box Co., Ltd.

Establishing a sustainable activity

staff, we will ensure a smoother and more efficient operation.

SANGETSU Report 2021

While more digital catalogs are used for viewing on websites, customers are still eager to look at actual
interior products to actually check the texture and color before they make their final selection. | cannot imag-
ine our business will be able to do away with sample books. Therefore, | believe it is very important for our
business to have our own process of collecting and recycling used sample books.

The operation of the sangetsu Sample Book Recycling Center is a new initiative. We are making improve-
ments one by one, responding to the opinions of members. Employment and Livelihood Support Centers
for Persons with Disabilities Throughout the country and Japan Association of Employers of Persons with
Disabilities kindly gave us advice when we opened the center. By referring to this advice and the opinions of

Shinichiro Tabata

General Affairs Department,
ESG Promotion Section
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Aujiqeuielsng piemoy spoy3

45




Governance

Board of Directors Masatoshi Hatori Michiyo Hamada

Outside Director Outside Director

Chairman of the Audit Committee* Outside | Audit Committee Member Independent
Nomination and Remuneration Committee Member Independent Chairman of the Nomination and Remuneration Committee

Jun. 2003 Director of Kanegafuchi Chemical Industry Company Limited
(current KANEKA CORPORATION)

Apr. 1985 Law professor at Nagoya University
Apr. 1999 Professor of Nagoya University Graduate School of Law

-~ Jun. 2005 Executive Director of KANEKA CORPORATION Apr. 2008 President of Nagoya University School of Law
: ! Jun. 2006 Director and Managing Executive Officer of KANEKA CORPORATION Apr. 2009 Professor emeritus of Nagoya University (To present)
|4 Apr. 2008 Director and Senior Managing Executive Officer of Commissioner of Japan Fair Trade Commission
- KANEKA CORPORATION Jun. 2015 Outside Director (Audit Committee Member) of the Company
j Jun. 2010 Executive Vice President and Representative Director of (To present)
L | KANEKA CORPORATION
=| Jun. 2014 Special Advisor of KANEKA CORPORATION (OSi?m;\ciBm coﬂcurfr:m D%SnikoerS) "
4 i " i i utside Director of Aisin Seiki Co., Ltd.
- ] Jun. 2015 Qutside Director (Audit Committee Member) of the Company (To present) Outside Audit & Supervisory Board Member of Toho Gas Co, Li.
:_ (Supplementary explanation to the independence) Outside Auditor of the Metropolitan Expressway Company Limited
- *From March 2000 to March 2003, Mr. Masatoshi Hatori served as the Representative Director &
President of FUSOGOSE! Co., Ltd., a business partner of the Company. However, over 17 years
have passed since he resigned from said company and he therefore fulfills the Company’s
Standards of Independence for Outside Directors and the Company has deemed that there are no
3 issues regarding his independence.
; Kenichi Udagawa B Osamu Terada S
i Outside Director Outside Director
: oo Diree [Outside | oo e
| Audit Committee Member Audit Committee Member
E Nomination and Remuneration Committee Member Independent Nomination and Remuneration Committee Member Independent
, Jun. 2004 Director of Tosoh Corporation Jun. 2005 Executive Officer of SHIMIZU CORPORATION

Jun. 2008 Managing Director of Tosoh Corporation

Jun. 2009 President of Tosoh Corporation

Mar. 2016 Director and Corporate Adviser of Tosoh Corporation

Jun. 2018 Honorary Adviser of Tosoh Corporation

Jun. 2019 Outside Director (Audit Committee Member) of the Company
(To present)

Jun. 2010 Managing Officer of SHIMIZU CORPORATION

Apr. 2013 Senior Managing Officer of SHIMIZU CORPORATION

Jun. 2014 Executive Vice President and Representative Director of
SHIMIZU CORPORATION

Jun. 2020 Senior Advisor of SHIMIZU CORPORATION

Jun. 2021 Outside Director (Audit Committee Member) of the Company
(To present)

ok i i g ki el

Shuji Sasaki
Director
Audit Committee Member

Mar. 1979 Joined the Company

Feb. 2012 General Manager of Okayama Branch

Jun. 2014 Director and General Manager of Okayama Branch

Jul. 2014 Director and General Manager of the Flooring Division and
Marketing Department

2015 Director in charge of the Marketing and General Manager of the
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Apr.

Flooring Division
- Apr. 2016 Director, Managing Executive Officer and General Manager of the
“* Sales Division

Apr. 2019 Director
Jun. 2019 Director (Audit Committee Member) of the Company (To present)

Expertise and Activity of Directors

Area of expertise

) Product | g el Human o
Title and Name Corporate | Salesand | develop- and TeSOUICES | () v Diverstty Attendance at Board Meetings in Fiscal 2020
H management | marketing | ment and . and legal
Directors (as of June 24, 2021) technologies | UMY | “apairs
1 Representative Director, President and CEO Shosuke Yasuda v v v 100% attendance rate (14 out of 14 Board Meetings)
2 Director, Executive Officer in charge of administration and General _
S hOSU ke YaSUda TatSUO Su kekawa Manager of the Finance and Accounting Department Tatsuo Sukekawa v v
Representative Director, President and CEO Director, Executive Officer in charge of administration (President’s 3 Outside Director, Audit Committee Member Masatoshi Hatori v v v 100% attendance rate (14 out of 14 Board Meetings)
Nomination and Remuneration Committee Member Office, General Affairs, Human Resources, Management Audit 4 Qutside Director, Audit Committee Member Michiyo Hamada v v v (Female) | 100% attendance rate (14 out of 14 Board Meetings)
and Ihformatlon System) .and General Manager of Newly el d 5 Qutside Director, Audit Committee Member Kenichi Udagawa v v v 100% attendance rate (14 out of 14 Board Megtings)
the Finance and Accounting Department ewly electe — - -
6 Outside Director, Audit Committee Member Osamu Terada v v v —
Apr. 2004 Executive Vice President and Division COO, Apr. 1975 Joined Mitsubishi Corporation 7 Director, Audit Committee Member Shuji Sasaki v 100% attendance rate (14 out of 14 Board Meetings)
Functional Chemicals Division, Mitsubishi Corporation Nov. 1996 General Manager of the General Affairs and Accounting Department,
Apr. 2008 Executive Vice President and General Manager of Chubu Branch, Beijing Office of Mitsubishi Corporation
Mitsubishi Corporation Dec. 2004 Vice President & Director and General Manager of the Finance and H ' H N
Apr. 2012 Executive Vice President, Mitsubishi Corporation Accounting Department of Mitsubishi Company (Thailand) Ltd. EXGCUtIVG Oﬁlcers and Senlor General Managers (as of April 1, 2021)
Jun. 2012 Director, the Company (Secondment) . Y - T
Apr. 2014 Representative Director and President May 2009 Senior Managing Director and General Manager of the Administration President and CEO Shosuke Yasuda Senior General Manager, Chief Branch Manager of Kyushu Branch Satoshi Miyata
Jul. 2014 Representative Director and President, Division of SAN-ESU INC. (Secondment) Senior Executive Officer, Sales Business Unit Yasutomo Yoshikawa Senior General Manager, CEO of Sangetsu Goodrich (Thailand) .
General Manager of the Interior Division Apr. 2012 Senior Managing Director and General Manager of the Corporate Director, Executive Officer in charge of administration and General Co., Ltd. Mikio Otsuka
Apr. 2016 Representative Director, President and CEO, and Division of MC FOODS LIMITED (Secondment) ' " ; Tatsuo Sukekawa ; ; P
General Manager of the Interior Division Apr. 2015 General Manager of the Finance and Accounting Department of the Manager of the Finance and Accounting Department Senior General Manager, Chief Branch Manager of Tokyo Branch Hirohisa Nakagawa
Apr. 2019 Representative Director, President and CEO (To present) Company Executive Officer, General Manager of Interior Business Unit Yoshiaki Kaneko Senior General Manager, President of Fairtone Co., Ltd. Shigenobu Maki
Apr. 2021 Director, Executive Officer in charge of administration (President’s o 2 P P N . .
(Significant concurrent positions) ) Office, General Affairs, Human Resources, Management Audit and B3 Ui, v e i LS s DIV @sLie W zenlor lG’f\eAneral Magagter, (ihslefl Br%nch rl;/lana?eCrH(l)nglJJBéJ BraECh ani Eiji Yamashita
Chairman of the Board of Directors of Koroseal Interior Products Information System) and General Manager of the Finance and Executive Officer in charge of curtain businesses and President of Takashi Morita (] WENEYS, EniEs: SlEs DEpimE I
Bf’r‘sc'?gf ;,lngoodﬂch Global Holdin Accounting Department Sangetsu Vosne Corporation Senior General Manager, Chief Branch Manager of Kansai Branch Yutaka Matsuo
gs Pte. Ltd. ) e P I,
Jun. 2021 Executive Officer in charge of administration (President’s Office, General Executive Officer in charae of Si G
Affairs, Human Resources, Management Audit and Information System) >.<ecu G ilgal I @l g O715{iE Tl ¢ o
and General Manager of the Finance and Accounting Department Dlrectlor of Sgngreen F)o,, Ltd. and General Manager of Space Kazunori Miyamoto
(To present) Creation Business Unit
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Our basic approach to corporate governance
Sangetsu’s Company Creed is “Sincerity,” and we aim to
enhance corporate value by building good relationships with
all stakeholders and developing these relationships in a
sustainable manner. We realize that, to achieve this goal, we
need to position the strengthening of corporate governance
with the transparency, speed, and efficiency of management
as its foundations—as a key management issue. Sangetsu
has transitioned to become a company with an Audit
Committee, with the aim of strengthening the auditing and
supervisory functions with respect to the Board of Directors
by having outside directors participate in management. We
are striving to achieve the further enhancement of corporate
value on the basis of this governance system.

Corporate governance system

Starting from June 2019, Sangetsu strengthened its corpo-
rate governance system by enhancing the oversight function
of the Board of Directors through the appointment of two
directors concurrently serving as executive officers and five
Audit Committee members (of which four are independent
outside directors).

Framework of the corporate governance system

Under this system, we will seek to revitalize discussions
from the point of view shareholders and also strengthen the
audit and supervisory functions over the execution of the
Company’s operations. Furthermore, the term for the
accounting auditor has been limited, in principle, to a maxi-
mum of 10 years with the intention of ensuring and maintain-
ing greater independence and proper external audits. The
Company has thus established a system for enhancing the
transparency of its corporate management.

Board of Directors

The Company’s Board of Directors consists of four outside
directors and three internal directors and meets once a
month.

In accordance with the Articles of Incorporation, all or part
of the decision-making responsibilities regarding the execu-
tion of certain operations have been delegated from the
Board of Directors to the representative director (President) to
speed up the decision-making process. The Board of
Directors monitors the progress of matters delegated to the
representative director.

General Meeting of Shareholders

Election and Removals ¢

Board of Directors (7 Board members: 4 outside and 3 internal directors)

. Execution of Operations

Nomination and
Remuneration Committee
Supervising the
Execution of Operations

Management
Meeting

Executive Directors and
Executive Officers

Internal Audit

—

Units and Subsidiaries
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Internal control system

Internal Auditing

Election and
Removals

Election and Removals

Financial and Internal Control Audits

A
[«b]
@ £
oE
=
. FE \ 4
. =8
3 h=]
. =} % . . 8)
. = 2 Audit Committee =
. . h
. (5 members: 4 outside =
:4_ and 1 internal) 8
. <
.
= .
3 : Audit
g . Committee
§ . Cooperation Office
(]
o .
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Audit Committee
The Audit Committee consists of four outside directors and
one full-time internal director.

While the Audit Committee relies mainly on audits utilizing
the internal control system, members also conduct direct
onsite audits of business sites inside and outside Japan. The
committee seeks to strengthen the effectiveness of its audits
by gathering and sharing valuable information through the
periodic exchange of views with the President, reports pre-
sented by executive officers and employees, and liaison

(%)
100
(29%)
(71%)

2018 2019 2020 2021
[ Directors who also serve as Audit Committee members
I Directors who also serve as executive officers

Assessing the effectiveness of the Board of Directors
Once a year, each director conducts a self-assessment of the
Board of Directors, which is followed by an analysis and
assessment of the effectiveness of the Board as a whole. The
survey covered a broad range of assessment criteria, from
the composition of the Board to the quality of discussions
and dialogue with stakeholders.

A questionnaire survey was administered to all directors in
fiscal 2020 (implemented in April 2021). After approval by the
Board of Directors, the assessment results were disclosed in
the Company’s Corporate Governance Report.

meetings of audit committee members at affiliated
companies.

Separation of the supervisory and executive functions
in management

In order to strengthen the independent, objective oversight of
the Board of Directors, Sangetsu has adopted a new corpo-
rate governance system and management execution system
that separates the supervisory and executive functions of
management.

(%)

100
(43%)
(57%)

2018 2019 2020 2021
I Independent outside directors
[ internal directors

Method used to evaluate the effectiveness of
the Board of Directors in fiscal 2020

¥l Questionnaire survey ,
for directors

Improvement measures
in fiscal 2020

Qe o

Working toward
measures for
further improvement

ET Report to the Board @

of Directors
4 Sharing of ideas regarding
future issues and strateaies

[ )
Late
April

¥ Analysis of
survey results

Main assessment items and results

accounting and finance.

was high.

improvement.

e The composition of the Board of Directors was generally well-balanced, but some consideration was needed in the area of

e The scope of delegation of authority to the representative director was clearly specified and deemed appropriate.
e The Board of Directors is making the proper decisions at the appropriate timing.
e The Board of Directors engaged in free, open, and constructive discussion, and the quality of discussion of individual motions

e The supervision of business execution of the Board of Directors was appropriate.
e There have been some measures taken to improve the operating method of the Board of Directors, but there is still room for
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Seminars and other activities for directors

To promote compliance management, the Company provides
directors and management executives with opportunities to
participate in internal and external seminars. Expenses for
participating in programs hosted by third-party organizations
are borne by the Company. To aid independent outside
directors in raising their awareness of the state of operational
execution, the Company conducts onsite inspection tours
and provides opportunities for exchanging views with man-
agement, in addition to orientation sessions at the time of
their appointment.

Standards of independence for outside directors

For appointing outside directors, Sangetsu applies its own
Standards of Independence in addition to independence
criteria defined by the Companies Act of Japan and Tokyo
Stock Exchange. The Company also requires professional
qualifications representing advanced expertise and a wealth
of experience to provide candid and constructive advice on
company management.

Standards of independence

1. Individuals for whom none of the following currently
applies:

(1) a shareholder who owns more than 5% of the voting
rights of Sangetsu Corporation or an executive officer of
the shareholder;

(2) an executive officer of a company whose transactions
with Sangetsu Corporation exceed 2% of Sangetsu’s
consolidated sales or a subsidiary of said company;

(8) an executive officer of a major lender of Sangetsu
Corporation, whose lending to the Sangetsu Group
exceeds 2% of Sangetsu’s consolidated total assets as
of the most recent fiscal year end;

(4) a certified public accountant who belongs to Sangetsu
Corporation’s accounting auditor;

(5) a consultant, accounting expert, or legal expert who
receives an annual sum of ¥10 million or more in mon-
etary or other benefits from Sangetsu Corporation in
addition to remuneration paid by Sangetsu as well as in
the event the recipient of such benefits is a corporation
or organization or any individual who belongs to such a
corporation or organization;

(6) an executive officer of an organization that receives an
annual sum of ¥1 million or more in donations from
Sangetsu Corporation;

(7) a second-degree relative of an individual who falls under
any of the above-mentioned (1) to (6); and

2. An individual for whom none of the above-mentioned

(1) to (7) applied at any point in the past three years.
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Highly transparent compensation system linked to
performance and shareholder value
Sangetsu’s compensation system for executive officers and
directors consists of three types: (1) base remuneration; (2)
performance-based remuneration; and (3) restricted share
remuneration. Directors who do not hold a concurrent posi-
tion as executive officer and directors who concurrently serve
as Audit Committee Members receive only base
remuneration.

The amount of base remuneration for directors who hold
a concurrent position executive officers is calculated for each
person using a coefficient determined within a range between
0.85 and 1.25 based on evaluations of the person’s contribu-
tion to the Company’s business in the relevant fiscal year by
the Nomination and Remuneration Committee. Performance-
based remuneration is linked to business earnings and return
on equity (ROE), which is an indicator of capital efficiency,
looking to improve capital efficiency on an annual basis.
Restricted share remuneration is defined as an incentive to
increase shareholder value and continuously improve corpo-
rate value, and the number of shares applicable during the
current Medium-term Business Plan period is determined for
the above purpose. The following shows the calculation
formula for each remuneration type.

The multiplication scheme is designed so as to increase
the proportion of performance-based remuneration and
restricted share remuneration as executive rank rises.

Graph 1
Multipliers for each executive level (by remuneration type)
(Multiplier)
45
4.0
40 Restricted share h
remuneration
35
3.0 30
25 25
\ Performance-based 262
2.0 1.9 2.0 remuneration
® v <
15 .1 6 1 ‘5 Base remuneration
®
1.0 1.0 1.36
05| & g g E
0oL® s S8 £
0

(]
o
o
o

100
(Index)

Remuneration type Details

Determined for each person
based on performance and
Base contribution to the Company’s

(Formula)

Formula

Base remuneration = Standard base remuneration x multiplier per
position x contribution evaluation coefficient

remuneration business in the relevant fiscal e Standard base remuneration = ¥15 million / year
year, evaluated by the Nomination | ¢ Multiplier per position for each executive officer (base remuneration) (see Graph 1)
and Remuneration Committee e Contribution evaluation coefficient = Determined within a range of 0.85 to 1.25

depending on the evaluation of the level of contribution in the relevant fiscal year
(Formula)
Performance- Performance-based remuneration = Standard amount per executive
based Determined based on consoli- officer x multiplier per position
rermuneration | cated net income « Standard amount per executive officer (see Table 1)

remuneration) (see Graph 1)

e Multiplier per position for each executive officer (performance-based

Restricted share
remuneration
Business Plan period

Method of determining the
number of shares applicable
during the Medium-term

(Formula)

(see Graph 1)

Restricted share remuneration (number of shares) = Standard
number of shares for executive officers x multiplier per position

e Standard number of shares for executive officers = 2,500 shares

e Multiplier per position for each executive officer (restricted share remuneration)

¥2.85 billion or less
(ROE: 3.0% or less)

Table 1 Standard amount per Executive Officer

Consolidated net income (ROE)* Standard amount (X = Consolidated net income)

¥0

Over ¥2.85 billion and not over ¥4.75 billion

(ROE: over 3.0% and not over 5.0%)

(X —¥2.85 billion) x 0.15%

Over ¥4.75 billion and not over ¥7.6 billion
(ROE: over 5.0% and not over 8.0%)

(¥4.75 billion — ¥2.85 billion) x 0.156% + (X — ¥4.75 billion) x 0.20%

Over ¥7.6 billion
(ROE: over 8.0%)

+ (X - ¥7.6 billion) x 0.22%

(¥4.75 billion — ¥2.85 billion) x 0.15% + (¥7.6 billion — ¥4.75 billion) x 0.20%

(Note) ROE for each level of consolidated net income calculated based on shareholders’ equity = ¥95.0 billion.

Amount of remuneration and its proportion by title

When consolidated net income is
¥2.85 billion and ROE is 3.0%
Base remuneration [l Performance-based remuneration
[ Restricted share remuneration
(Millions of yen)
80

60

Performance-based remuneration: ¥0
48.9

40— 33%

33.9
27.9

27% 19.5 18.9

29%

20

President ~ Senior  Managing Executive  Executive
andCEO  managing executive officers officers

executive  officers  (whoattend  (who do ot
officers the Board attend the Board
of Directors) ~ of Directors)

When consolidated net income is
¥4.75 billion and ROE is 5.0%
Base remuneration [l Performance-based remuneration
[ Restricted share remuneration
(Millions of yen)
80

60— 57.4

28%

39.6
25%

40

32.5
23%

20

President ~ Senior  Managing Executive  Executive
andCEO  managing executive  officers officers

executive  officers  (whoattend  (who do ot
officers the Board _ attend the Board
of Directors) ~ of Directors)

When consolidated net income is
¥8.55 billion and ROE is 9.0%

Base remuneration [l Performance-based remuneration
[ Restricted share remuneration

(Millions of yen)
80—
20%

President ~ Senior  Managing Executive  Executive
andCEO  managing executive  officers officers

executive  officers  (whoatiend  (who do ot
officers the Board attend the Board
of Directors) ~ of Directors)

SANGETSU Report 2021

51

2oUBUISAOY)




Governance

Governance

52

Message from an Outside Director

Responsible for Strengthening Governance toward
the Realization of the “Our Aspired Company Image”

. . Outside Director and
Masatoshi Hatori chairperson of Audit Committee

| have served as an outside director and Audit Committee
member since 2015. Over these past several years since
assuming my position, Sangetsu has continuously undergone
major changes.

Under the strong leadership of the management team
centered on our founder, we created a unique interior com-
pany backed by tremendous support from the market. We
changed to a new management team in fiscal 2014, and we
are reforming our business model because the domestic
market could no longer be expected to expand significantly.

First of all, we are rebuilding our core system and enhanc-
ing other infrastructure such as logistics-related facilities. In
tandem, we revised our organization and personnel evalua-
tion system to strengthen our human resources development.
Furthermore, we are expanding our business domains (sec-
tors and geographic regions) based on the assumption that
we cannot achieve development just by strengthening our
existing businesses. Also, as our long-term vision looking
ahead to 2030, we aim to transform into a Space Creation
Company.

Even when looking at each individual project, it is clear
these are all high hurdles. We have continually allocated
enormous management resources and have moved forward
based on the ideas that “transformation brings a sense of
speed” and “people and organizations grow through busi-
ness practices while we run forward.”

Given Sangetsu’s background of digging even more
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deeply into its existing domestic businesses and achieving
results, | think that shareholders, business partners, and
other stakeholders are surprised at the speed of our reforms
while also having expectations. However, not everything is
proceeding smoothly according to plans for these reforms
and we have also encountered unforeseen events and fric-
tions with related parties. Important matters, including mat-
ters associated with these reforms, are shared at the Board
of Directors in a timely manner and discussions and delibera-
tions on these matters are undertaken from a broad perspec-
tive thanks to the diversity of board members. Besides
receiving quarterly reports from the Accounting Auditor, we
also exchange opinions in a timely and in-depth manner. |
believe that institutional and operational preparations have
been made to overcome large risks, both in terms of promot-
ing speedy reforms and the governance that supports these
reforms.

We have clearly drawn up our “aspired company image”
and the “social value” we aim for realizing this image. As an
outside director, | believe that risk-perception capabilities in
a variety of situations are essential for realizing our aspired
company image. For this reason, a practical perspective is
indispensable. Although we have experienced disappointing
circumstances over the past one year due to COVID-19, |
wish to deepen communication both inside and outside the
company, including with shareholders and institutional
investors.

Compliance

Our approach to compliance

Sangetsu has positioned compliance as a vitally important
aspect of our corporate operations, and we are working to
strengthen our compliance measures. Whenever a compliance-
related issue emerges, we take prompt corrective action. We
strive to make effective use of the reporting (whistleblowing)
system and other means to identify any problems, issues, or
obstacles within the Company that may hinder the thorough-
ness of compliance, and we work diligently on a company-
wide basis to implement improvements.

Compliance promotion structure

Sangetsu has established a Compliance Committee for which
the CEO takes ultimate responsibility where important issues
in promoting compliance are deliberated.

The Compliance Committee convenes once per quarter
and formulates the annual compliance program, confirms
progress, orders revisions, and deliberates on other important
issues related to the promotion of compliance.

These activities are reported semiannually at the meetings
of the Board of Directors, enabling management to under-
stand the status of compliance and leading to further aware-
ness of compliance.

Establishment of helplines

Sangetsu has set up helplines for whistleblowing and consul-
tations, which can be used by all employees regardless of
employment status, including employees of Sangetsu subsid-
iaries within Japan. In addition to contact windows for whis-
tleblowing and consultations regarding internal matters, we
have established external contact windows with members of
the Audit Committee as well as external legal counsel. We
investigate all reported matters and take corrective action as
needed based on the results of such investigations.

Parentheses indicate the number of cases reported via external contact points.

Compliance contact point | Harassment contact point
FY2018 0 8(2)
FY2019 5(1) 10 (3)
FY2020 4 (0) 7(1)

e There were no cases of major legal breaches reported to the
helplines in fiscal 2020.
e All reported cases were investigated.

* Excludes reports submitted anonymously in which detailed information could not be provided.

Corrective actions taken in response to the results of investigations

e The following dispositions are taken with regard to whistleblowers
when disciplinary actions or other dispositions are required.

¢ Depending on the case, the whistleblower will be transferred to
another department within the Company.

e |[f necessary, interviews will be conducted with the relevant
departments and improvements to operational flow proposed.

Corruption prevention and bribery prohibition initiatives
Based on the Sangetsu Group Compliance Code of
Conduct, we have drawn up our own Bribery Prevention
Rules and have put in place a system for organization-wide
measures to prevent bribery. Some of our overseas subsidiar-
ies have formulated their own corporate codes of conduct
based on the Sangetsu Group Compliance Code of Conduct
in line with local laws and practices.

Compliance education

Sangetsu’s Compliance Program, which is drawn up on the
basis of Company policy, is implemented throughout the year
in cooperation with all Sangetsu Group companies. With the
aim of building a sound organizational framework that
ensures thorough compliance, we implement the regular
dissemination of related information through compliance
newsletters and provision of training for all employees.
Recognizing the need for ongoing improvement through
utilization of the plan, do, check, act (PDCA) cycle, at the end
of each fiscal year we review the Compliance Program on the
basis of the year’s activities and any issues that have come to
light during the activity implementation process, and then
make any necessary adjustments.

Compliance training in fiscal 2020

Topic Period Participants
April 70 new graduates
July 13 newly assigned managers

September | 16 managers

Compliance | September —

12 persons seconded overseas
December

November —

February 22 Group companies

December | 30 executive staff

Subcontract Act| November | 19 Interior Business Unit staff members

66 Space Creation Business Unit staff

Design Act March members, etc.

Corporate Philosophy Handbook -
The Corporate Philosophy Handbook,
which covers compliance and other
aspects of corporate ethics, is distributed
to all employees of Sangetsu subsidiaries
within Japan. The aim is for the Handbook
to serve as a guideline for employees
which they can refer to repeatedly.

Compliance Newsletter

The Compliance Newsletter is
distributed regularly by Sangetsu’s
internal mail system. The aim is to
realize an ongoing enhancement
of employees’ compliance aware-
ness by incorporating topical
information into the newsletter.
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Risk Management

Risk management system

Sangetsu has established a Company-wide Risk
Management Committee, headed by the Company President.
Besides striving to maintain and enhance the corporate value
of the Sangetsu Group as a whole and to minimize the
impact of risks as they emerge, the committee also imple-
ments risk management with respect to various types of risk
that could affect the Company’s activities or its employees.
The Company-wide Risk Management Committee meets on
a quarterly basis; in addition to formulating the basic policy,
systems, etc., for risk management as a whole, the commit-
tee also has the function of organizing task forces when
necessary, etc. The committee reports on the status of its
activities to the Board of Directors once every six months,
thereby enabling the Company’s senior management to
accurately monitor current risks and make appropriate mana-
gerial decisions. In addition, we have sought to bolster
consolidated management by establishing rules for managing
business investment risks. We have clarified the definition of a
business investment risk to build a system for managing risks
under consolidated management.

Risk assessment
To effectively reduce risks, Sangetsu has been conducting
risk assessment with the guidance of a risk assessment map.
Based on the risks identified by each Risk Management
Subcommittee, the frequency and probability of occurrence,
impact, and level of control are mapped to identify key risks
and points at which risk response is inadequate. Results of
the assessment are monitored by the Company-wide Risk
Management Committee to ensure that each risk is managed
appropriately and effectively according to its level of control.
In the beginning of fiscal 2020, we added response to the
risk of infections to disaster and environmental risks.

Business continuity plan (BCP)

Sangetsu has ensured that all employees are aware of our
BCP and implements disaster drills for all employees and at
showrooms in anticipation of a contingency. We are working
to strengthen our capability in the event of a disaster to set
up the Emergency Response Headquarters and prepare it to
swiftly execute actions. This headquarters is led by the
President as the director-general and is responsible for
confirming the safety of employees and the restoration of
business operations. The BCP is reviewed each year to
strengthen our response in line with changes in the social
environment.
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Fiscal 2021 risk management system diagram

Company-wide Risk Management Committee

Risk Management Secretariat
(General Affairs Department)
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Branches/subsidiaries

Risk Management Subcommittees

Risk Management Subcommittees are formed through the designation of a
supervising department for each category of risk, with a membership comprising
relevant managers and a Subcommittee head.

Example of risk assessment map: disaster and
environmental risks, etc.

Beginning of fiscal 2020
7 |56

8 2:41 1

Impact Impact

Control level —High

Yellow: Preventive and response measures are clearly in place, but ineffective aspects remain.
Orange: Preventive and response measures are only partially in place.

Beginning of fiscal 2021
7 |56 9

Probability / Frequency

Probability / Frequency High —

Ensuring the Safety and Peace of Mind of All Stakeholders

Sangetsu is implementing various measures against the novel coronavirus (COVID-19) pandemic,
giving first priority to the safety and peace of mind of all our stakeholders, including customers,
business partners, and employees.

In order to continue performing its mission as a provider of interior finishing services, the end
process of construction, even under challenging conditions, the Company strives to remain adequately
equipped to accept and process orders and ship them across the country smoothly, ensuring that there
are no stock shortages.

| Anti-COVID-19 Measures at Sangetsu

Action guidelines established by the Personnel Department and General Affairs Department
In March 2020, in response to the government’s calls for actions to prevent infection, Sangetsu announced the company’s
stance and created policies on commuting/telecommuting options as well as behavioral guidelines for infection control.
Since then, we have revised these policies and guidelines, paying close attention to the spread of infection and adopting
stricter steps than were requested by the government and public health centers.

When infection cases were identified in the Company and affiliated companies, we immediately carried out stronger
control measures than were instructed by the public health center and continued business while giving first priority to the
safety of customers and employees.

Enforcing distributed workplace operations

In order to continuously serve its role in the construction sector, at an early stage Sangetsu began to prepare a distributed
workplace setting based on the BCP. This was to ensure a sufficient supply of products (purchase functions of business
divisions), accept customer orders (order processing and related functions at branches), and store and ship products
(warehousing operations at logistics centers).

Specifically, the plan is to distribute workplaces to allow members of the same section to work away from each other,
looking to reduce the risk of infection spreading within the Company, even if a case of infection is found in any of the work-
places, thereby ensuring continued business operations. To lower the risk of infection affecting overall logistics operations,
each logistics center has introduced team-based and area-based staffing systems for all personnel, including for partner
companies.

To support the above-described operations, an appropriate IT environment has been prepared through providing addi-
tional mobile PCs and smartphones and expanding network capacity. Also, internal meetings are now held online across the
organization, while accordingly minimizing in-person sessions.

Number Category Risk factors/concerns

Enhancement and familiarization of BCP functions

Ensuring the safety of employees (1): safety confirmation system

Earthquake, fire : : N
Ensuring the safety of employees (2): evacuation drills

Ensuring the safety of employees (3): emergency contact procedures

Appropriate safety features

Vehicle accidents N
Traffic safety education

Occupational accident | Workplace accident

Environment Corporate reputation damaged due to inadequate environmental consideration

© o N oo siw N =

Anti-infection measures | Measures against infection-related risks

BCP objectives

e First, ensure the safety of company employees, their families,
and other people.

e Second, safeguard the Company’s assets and prevent the
expansion of damage.

e Third, quickly initiate disaster-relief efforts for the continuation
of the business and its operations.

| New Social Value Created amid the COVID-19 Crisis

Online consultation from the showroom

While the COVID-19 pandemic expands around the world, we have begun to provide online
consultation services to customers who do not visit our showrooms for various reasons,
such as infection concerns, difficulties in taking a trip to the relevant location, and easy
access to service from home. Specialists from showrooms offer consultation and advice on
coordination and other issues.

Green Housing Point eligible products
The Green Housing Point program represents an economic stimulus incentive provided by the government to address loss
of business resulting from the COVID-19 situation. The program, which grants points to purchasers of housing-related
products and services (including for retrofitting) specified as satisfying the “new normal” and disaster prevention standards,
is designed to serve two purposes, specifically achieving a green society and economic recovery led by private sector
demand through promoting investment in housing.

From Sangetsu’s lineup, antibacterial and antiviral wallcoverings and antiviral vinyl-coated flooring materials are eligible
for the program. We will continue working to contribute to the housing business while ensuring the safety and peace of
mind of customers amid the pandemic.
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10 Year Consolidated Financial Summary

(Millions of yen)

2012/03 2013/03 2014/04 2015/03 2016/03 2017/03 2018/03 2019/03 2020/03 2021/03 2022/03 (Forecast)
Profit and Loss Net sales 118,518 123,150 131,978 132,050 133,972 135,640 156,390 160,422 161,265 145,316 152,500
Gross profit 33,775 34,536 36,055 37,510 39,627 40,104 47,672 50,720 52,925 47,640 50,500
Operating income 7,095 8,020 8,952 8,031 9,112 7,572 5,033 5,895 9,268 6,701 6,600
Ordinary income 7,180 8,393 9,475 8,506 9,463 8,368 5,698 6,699 9,844 7,042 6,800
Profit attributable to owners of parent 4,151 4,806 5,459 4,402 6,393 6,570 4,514 3,579 1,432 4,780 4,300
Free cash flow 213 7,902 2,401 10,899 25,988 (12,320) 1,464 14,019 8,788 7,095 —
Operating cash flow 422 4,311 7,878 4,765 10,834 10,072 7,196 10,370 18,804 9,694 —
Investing cash flow (209) 3,591 (5,477) 6,134 15,154 (22,392) (5,732) 3,649 (5,016) (2,599) —
Financing cash flow (3,198) (7,506) (3,025) (7,692) (13,528) 7,533 (4,831) (7,196) (5,476) (11,836) =
Financial Total assets 142,247 139,205 145,903 143,076 139,220 169,344 171,419 170,875 164,101 168,826 -
Condition
Net assets 119,409 117,672 119,887 118,758 108,517 110,458 106,360 100,143 94,217 98,660 =
Interest-bearing debt 200 168 116 93 3 14,187 18,759 20,913 20,802 16,143 -
Per Share Net income per share (Yen) 51.73 60.26 71.65 58.35 89.92 97.53 68.97 57.28 23.56 78.97 71.29
Information
Net assets per share (Yen) 1,488.05 1,544.27 1,673.35 1,625.21 1,587.86 1,646.42 1,648.71 1,612.59 1,539.56 1,547.92 —
Dividend per share (Yen) 37.50 39.00 37.50 41.25 47.50 52.50 55.50 56.50 57.50 58.00 58.50
Financial Return on assets (ROA) (%) 5.1 6.0 6.6 5.9 6.7 5.4 3.3 3.9 5.9 4.4 -
Indicators )
Return on equity (ROE) (%) B85 4.1 4.6 3.7 5.6 6.0 4.2 BhS) 1.5 5.1 -
Return on invested capital (ROIC) (%) — — - — 8.7 7.2 3.7 4.5 7.9 5.6 -
Equity ratio (%) 83.9 84.5 82.2 83.0 77.9 65.2 61.4 58.0 56.8 58.8 =
Consolidated payout ratio (%) 72.5 64.7 52.3 70.7 52.8 53.8 80.5 98.6 244 1 73.4 82.1
Cash Conversion Cash conversion cycle 114.9 118.9 107.8 114.4 102.1 88.3 83.8 76.0 72.4 68.9 =
Cycle
g Receivable turnover period (Days) 134.8 1271 126.5 124.2 124.2 125.1 113.8 114.9 106.5 110.9 —
Inventory turnover period (Days) 37.1 41.8 36.4 40.7 39.8 44.0 45.7 49.9 52.4 52.5 -
Payable turnover period (Days) 57.0 50.0 55.1 50.4 61.9 80.8 75.7 88.8 86.5 94.5 -
*A share split was carried out at the rate of two shares per common share on April 1, 2015.
Per share indicators show figures adjusted based on the current number of shares.
Medium-term Business Plan (2014-2016) “Next Stage Plan G” #®Medium-term Business Plan (2017-2019) “PLG 2019”
Basic initiatives Results Remaining issues Basic initiatives Results Remaining issues
Establish a sound corporate structure that Established logistics centers, offices, showrooms, and other facilities; revised and Introduce new SAP mission-critical system Business strategy for growth « Strengthening relationship with domestic and overseas designers, architects, and suppliers * Plateau in the Japanese market
1 allows employees to actively participate in enhanced organizational systems and rules Logistics system for West Japan « Strengthening market domains, products, and regional specific sales organization « Limitations to significant growth under current business model
management Enhance capabilities and raise employee awareness = Improving efficiency in order-taking operations, integrating order-taking and sales organizations  Need to strengthen alliances with suppliers amid growing
) ) . . . . « Strengthening logistics facilities and delivery structure competition
Restructure our business strategy Strengthened product development, alliance with suppliers, organizational Develop a consolidated management system 1 « Strengthening and expanding construction capabilities (Fairtone Co., Lid) « Sustainability of sales function and limitations of function
2 structL_Jre, construc_tion work, b_randing, and other areas Enhance profitability of overseas businesses . Estab?ishmen% of Spage Cree?ﬂon Business Un?t R « Lack of established overseas markets
Established a subsidiary in China and acquired U.S. company Korosea « Start of operation of new enterprise system « Underutilization of digital technologies and data
3 Strengthen stakeholder value Enhanced shareholder return strategy Formulate and implement clear environmental policy * Acquisition of Goodrich Global Holdings Pte., Ltd., and implementation of measures to improve the  Impact of the COVID-19 pandemic and market changes after

Social contribution activities based on employee initiative

management of Koroseal Interior Products Holdings, Inc.

infections recede

4 Passing on our corporate phil

principles, and vision since our founding

Formulated brand concept, “Joy of Design”
Opened Interior Design Archive

osophy,

Enhance human resources  Enhancing training and education, planned job rotations enhancing meritocracy
2 * Introducing logistics position program and an interior advisor program

Consistently pass on corporate principles

Quantitative achievements

Achieved record high profits one year ahead of schedule in fiscal 2015
CCC improvements

» Work style reform / teleworking / super-flex time / establishment of health insurance society

= Need to further develop consulting and proposal skills
 Awareness gaps among employees

The initial sales target of ¥140.0 billion has not been reached
SG&A expenses increased due to the implementation of the medium-term 3
business plan

Bolster profit management system * Intensifying management of operating income targets and CCC targets

« Sale of all stock of Yamada Shomei Lighting Co., Ltd.; reorganization of group management structure

 Profit growth

Accounts payable and inventory turnover period still remain issues ESG and CSR policies « Scope 1 & 2 GHG emissions Reduction target 35% — 45.3% Achieved

SANGETSU Report 2021

4 * Hiring of disabled persons Target 3% — 3.13% Achieved
* Full compliance with “Corporate Governance Code”

« Lack of diversity
* Disclosure of metrics for the achievement of social value

* Shareholders’ equity ¥110.37 billion (end-March 2017) — ¥93.24 billion (end-March 2020)

5 Capital strategy
 Three-year total shareholder return ratio 260.5% Total shareholder return ¥24.81 billion
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ESG Data (Non-Consolidated)

E

[Environment]

S

[Social]

G

[Governance]

Indicator Unit FY2016 FY2017 FY2018 FY2019 FY2020 FY2022 Targets
aai 5,683
GHG emissions t-CO2 8,062 8,306 8,118 6,638 6,233 T S
Energy consumption GJ | 128,666 | 132,292 | 127,535 | 127,178 | 127,681 (ﬁrzeaﬁu‘n‘)
Waste t 3,296 3,688 3,695 4,195 4,008 3,547
(4% reduction)
Recycling rate % 58.0 67.2 75.0 80.1 81.5 83.0
Number of employees (consolidated basis) Persons 2051 2357 2334 2041 2,359
(as of March 31 of each year)
Number of employees (as of March 31 of each year) | Persons 1,190 1,205 1,167 1,161 1,185
Men Persons s 776 740 725 733
Women Persons 413 429 427 436 452
Average age (as of March 31 of each year) Age 35.5 35.9 36.7 37.0 37.0
Men Age 37.9 38.4 39.2 39.4 39.2
Women Age 30.8 Bilfs 32.2 32.8 33.3
?;/ae:)age length of service (as of March 31 of each Years 145 14.9 155 158 15.8
Men Years 17.0 17.4 18.0 18.3 18.1
Women Years 9.9 10.3 10.9 11.5 11.8
New hires (total) Persons 57 63 42 46 79
Men Persons 34 30 17 22 47
Women Persons 23 33 25 24 32
Attrltloh rate of employees with less than three years % 199 175 5.4 5.9 “1.4
of service
Men % 13.3 20.7 14.3 *20.0 *0
Women % 27.3 14.3 0 *12.5 *3.6
Mid-career employee recruitment ratio % 9 10 12 4 11
Ratio of female managers (as of April 1 of each year) % 10.1 10.7 11.4 12.0 | 14.8/ F1v§022‘ 20
Number of employees taking childcare leave Persons 39 45 42 42 57
Number of employees on temporary part-time work 75 /Y
while child-rearing (as of April 1 of each year) Persons 41 56 68 70 /88
Average total work hours Hours 2,051 2,100 2,110 2,048 1,999
Average number of paid vacation days taken _
(October to September of following year) Days 92 106 120 125
Employment rate of persons with disabilities (as of % 23 o4 27 3.1 31 4.0
March 31 of each year)
Frequency rate of work-related accidents 0.41 0.40 0.41 0.84 0.84
Severity rate of work-related accidents 0.0008 0.0063 0.0004 0.004 0.003
gﬁ%al contribution activities of Sangetsu Volunteer Cases 20 29 o8 31 23
Child welfare facilities Cases 12 19 20 18 20 30
Other activities Cases 10 10 8 13 3
Number of Directors (as of June 30 of each year) Persons 10 10 10 7 7/ FV2027‘
Outside Directors Persons 4 4 4 4 4
Female Directors Persons 1 1 1 1 1
Ratio of Outside Directors % 40.0 40.0 40.0 57.1 | 57.1/574
Number of compliance training participants Persons 113 663 170 108 248 250
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*FY 2016, 2017, 2018 data represents 3 years of service or less.

Corporate Profile

B Company Outline (s of March 31, 2021)

M Offices

Company Name Sangetsu Corporation

April 21, 19583 (founded around 1849, during the Edo
Period)

Shosuke Yasuda

Date of Establishment

President and CEO

Address 1-4-1 Habashita, Nishi-ku, Nagoya-shi, Aichi
451-8575, Japan

Capital ¥183,616 million

Net Sales ¥145.3 billion (consolidated)

Number of Employees 2,359 (consolidated)

Planning, development, manufacture, sales, and
installation of interior decorating products

Sales and installation of exterior decorating products
Planning, design, construction supervision, and
installation of facilities, office spaces, and other

Main Business

Stock Exchange Listings First sections of the Tokyo and Nagoya Stock
Exchanges (Code: 8130)

Stock Information

W Status of Shares (as of March 31, 2021)

Headquarters Nagoya
Hokkaido, Tohoku, Kita-Kanto, Tokyo, Chubu,

Kansai, Chugoku-Shikoku, Kyushu

Branch Offices

Branches and Sales
Offices

Kita-Tohoku, Fukushima, Higashi-Kanto, Tama,
Yokohama, Atsugi, Gunma, Tochigi, Niigata, Ibaraki,
Nagano, Gifu, Okazaki, Hokuriku, Shizuoka, Kyoto,
Kobe, Higashi-Osaka, Minami-Osaka, Okayama,
Shikoku, Kita-Kyushu, Kumamoto, Minami-Kyushu
and other locations

Group Companies Sungreen Co., Ltd., Fairtone Co., Ltd.,

Domestic Sangetsu Vosne Corporation, Sangetsu Okinawa
Co., Ltd., Wavelock Interior Co., Ltd.
Overseas Koroseal Interior Products Holdings, Inc., Goodrich

Global Holdings Pte., Ltd., Goodrich Global Limited

M Stock Information

Total Number of Authorized Shares 290,000,000
Total Number of Shares Issued and Outstanding 61,150,000
Number of Shareholders 4,771

I Status of Principal Shareholders (s of March 31, 2021)

Fiscal Year April 1 to March 31 of the following year

Record Date for Dividend Year-end: March 31
Payment Interim: September 30

Annual General

Shareholders’ Meeting June

Shareholder Registry
Administrator and
Account Management

Mitsubishi UFJ Trust and Banking Corporation
Contact:
7-10-11, Higashisuna, Koto-ku, Tokyo 137-8081

Number of Sharsholdi Institution for Special Transfer Agent Department, Mitsubishi UFJ Trust
Shareholder name shares held artg Ocy "9 Accounts and Banking Corporation
(shares) ratio (%) Tel: 0120-232-711 (toll-free in Japan)
The Master Trust Bank of Japan, Ltd. (Trust Method of Public Notice  URL: https://www.sangetsu.co.jp/ (Japanese only)
Account) 4,170,400 6.91 In the event that an electronic public notice cannot
NORTHERN TRUST GO, WVEC FE e
SILCHESTER INTERNATIONAL INVESTORS 3,191,600 5.29 pla{:e i e N o Fowapaper
INTERNATIONAL VALUE EQUITY TRUST .
* Address changes, requests for buy back of fractional shares, and other services are in
Custody Bank of Japan, Ltd. (Trust Account) 2,176,600 3.60 principle handled by the institutions managing shareholder accounts, such as brokerages.
Shareholders should direct their inquiries to the brokerage or other institution managing
MUFG Bank, Ltd. 2,082,700 3.45 their accounts. Note that the shareholder registry administrator (Mitsubishi UFJ Trust and
The Ogaki Kyoritsu Bank, Ltd 2.064.372 3.42 Banking Corporation) cannot handle these requests.
! . ? ’ ’ * Inquiries concerning various services related to shares registered in special accounts
Yuichi Hibi 1,834,354 3.04 should be directed to Mitsubishi UFJ Trust and Banking Corporation, which is the
institution managing the accounts. Mitsubishi UFJ Trust and Banking Corporation will also
Touzou Hibi 1,803,492 2.99 accept inquiries at its branch offices throughout Japan.
* Unpaid dividends will be paid out by the head office and local branches of Mitsubishi UFJ
Yoshio Hibi 1,800,000 2.98 Trust and Banking Corporation.
Masae Miwa 1,790,640 2.96
NORTHERN TRUST CO. (WVFC) REUS. TAX -0 o M Stock Price and Trading Volume
EXEMPTED PENSION FUNDS ’ ’ ' (er)
1. Sangetsu owns 836,342 shares of treasury stock but does not include itself in the list of 2400 1 - Fou -
principal shareholders. 2100 t "
2. Percentage of ownership is calculated after deducting treasury stock. 1800 i 1 R I
3. Japan Trustee Services Bank, Ltd. merged with JTC Holdings, Ltd. and Trust & Custody 1500 | ! h
Services Bank, Ltd. and changed its trade name to Custody Bank of Japan, Ltd. on July 1200
27, 2020.
4,000
2,000

(Thousand
shares)

0 2019/4 2020/4 2021/3
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