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—Providing society with the

Value of New Light—

The Infinite Possibilities of Light Drive
the Stanley Group

The "Boundless Pursuit of the Value of Light” is first and
foremost of the Stanley Group's business philosophies.
Indeed, light comprises infinite possibilities that can
bring many benefits to humankind. We are seeking

to contribute to society by discovering the infinite
possibilities of light and, creating and providing value
of technology and products. This is the core purpose
underpinning the Stanley Group.

In my role as a president from an engineering
background, | feel confident in the potential of
light—so much so that | am seeking a fresh new era
by focusing on innovation throughout our various
business fields, while coordinating efforts with those
also seeking to harness the potential of light around
the world.

The Stanley Group has set forth its ideal image of
becoming a competitive company in 2030. When you
think about competitiveness, you may naturally think
about competing with or pitting yourself against
others. Yet it means something different to the Stanley
Group —it means making a difference to as many
people as possible, both through our products and
opportunities to work together with us. It implies just
how much value we are providing that contributes
to society. To make this a reality, | am committed to
bringing about ongoing reform with the view to
becoming a truly “competitive” company.

Message from the President

Yasuaki Kaizumi

President and Representative Director

A Firm Foundation Built on the Previous
Three-year Mid-term Management Plan

During the previous mid-term management plan, VII
Three-year Medium-term Management Plan (FY2020 to
FY2022), we celebrated the century milestone since the
founding of Stanley Electric Co., Ltd., embarking a new
three-year plan to drive us forward into a new century.
We also mourned the sudden passing of President
Kitano who played a pivotal role in leading the
company. The reins were then passed on to President
Hiratsuka, and then | was appointed to the role of
President last year—a tumultuous period where the
head of the company changed every year.

Given the shift in automotive trends towards EVs
and autonomous driving, the previous mid-term
management plan proved to be a launchpad for
determining how parts suppliers should be reforming
their operations. The thing that became clear during
this time was that we needed to shift from taking a
passive position awaiting requests from automotive
manufacturers, to a more proactive approach coming
up with our own suggestions. With this in mind, we set
out building systems capable of catering to the needs
of our customers, delivering products at prices that
customers deemed reasonable, and training human
resources to approach these needs in earnest.

Our previous mid-term management plan aimed
to achieve transformation into a lamp system
manufacturer and rebuild and expand our electronics
business as part of reforms to ensure our survival, but
we are still facing challenges in both of these areas.
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To bring about transformation into a lamp system
manufacturer, we reformed our development system
and our fundamental approach to manufacturing. Yet
before we were able to achieve such reforms, over the
past three years automotive manufacturers shifted to
the stance of only purchasing system products, which
meant we were unable to gain any advantage. The
efforts we made toward rebuilding and expanding our
electronics business aimed to leverage our strengths in
not only lamps, but also the light sources used in those
lamps. And while we successfully ramped up mass-
production of new products like deep UV (UV-C) LED
and IR VCSEL designed for safety and security, | cannot
say we were successful with rebuilding and expanding
the business.

New Mid-term Management Plan
Created by Backcasting from 2030

The demands placed on corporations have changed
significantly in recent years. Simply focusing on making
things, selling them and increasing profit has become
a relic of the past. Corporations today have become
the pioneers tackling social issues, and need to create
value and generate profits while also coexisting with
society. Even the automotive industry, where our
major customers operate in, is facing the threat of an
immense once-in-a-century change underpinning
social issues like global environmental problems. In
order to ensure our survival amidst such a backdrop,
we need to grow beyond the short-term approach of
finding solutions to the issues occurring before our

eyes, we need to accomplish the feats that only Stanley
Electric is capable of achieving to overcome medium-
to long-term issues. In this way, we need to focus on
becoming a competitive company that customers want
to work with.

The VIl Three-year Medium-term Management Plan
(FY2023 to FY2025) sets out the path to "becoming
a competitive company” that the Stanley Groups
should be atin 2030, and outlines the three strategic
concepts for achieving this in backcasting approach:
“Manufacturing under TADAS concept,” "Developing
new markets with distinct light technology,” and

I

"Challenging with speed as ‘One Stanley".

“Manufacturing Under TADAS Concept”
—Delivering New Value to Everyone—

“TADAS" is our underlying manufacturing concept, and
has been named by adding a “T" to our existing “ADAS”
(Advanced Driver Assistance Systems) concept and
creating a play on the Japanese word tada, meaning
“free.” The value that we deliver is safety and security,
and no matter how exceptional our value-added
products are, we need to ensure that this safety and
security is made available for everyone, everywhere at
affordable prices. We will be boosting our competitive
edge by creating the new value that customers and
society really needs, fine-tune efficiency across all
areas, and supply affordable, quality products in all
regions where we operate businesses.
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“Developing New Markets with Distinct
Light Technology” —Leveraging the
Potential of the Light Source Business—

Automotive manufacturers around the world are
currently transitioning to EVs. While | personally do not
view this as the only way to approach decarbonization
and move away from fossil fuels, given that this seems
to be the overall trend that is occurring, we need to
come up with new ideas for the optimum lamps used
with EVs. | think there are two ways to approach EV
lamps.

The first is the development of lamps with a lower
power consumption. Our technologies mean power
consumption can be slashed to 1/3 of conventional
designs without any change in the brightness of
headlamps. Low-power consumption lamps represent
a technology that is not only embraced by EVs, but
conventional gasoline-powered vehicles.

The second is the area of lamps to be at optimized
position for sensing as part of autonomous driving.
An example that illustrates this is when bringing cars
to a stop—vehicles powered by motors have a greater
level of agility than those powered by engines, and
therefore can be made to stop much quicker. To make
this possible, vehicles require sensing across an area
spanning 30 m at angle of 45 degrees. The position
of lamps are ideal for sensing in vehicles, and as such
we have already developed light sources for sensing,
and have been working on synchronizing them
with onboard systems. Lamps on gasoline-powered
vehicles are designed to be visible by other people, but
lamps for EVs are designed for visibility by the eyes of
machines as well as the eyes of people.

The roots of our light source business go way back
to the use of filaments, but have evolved to include
visible light LEDs as well as LEDs using invisible light
like IR and UV light. These types of light technology
are applied to light sources used for EV sensors and
disinfection, but are also becoming game-changers
with applications like substitutes for sound technology
used submarine sonars. The Stanley Group will play
an active role making investments into developing
new markets using our distinct light technology. In
this sense, I am seeking investments on the scale of 10
billion yen in the field of lasers, which are considered
the next light source after LEDs.

“Challenging with Speed as ‘One
Stanley’” —Enhancing Overseas Sites—

One of the priorities in the new mid-term management
planis to increase ties with non-Japanese companies
in the automotive field. The ratio of net sales from
non-Japanese companies is currently only around 2%.
In order to build this up to 8% by FY2028, we will be
focusing on establishing new development sites and
boosting our presence throughout Asia.

These new development sites will be located in
countries like China and America, and will be headed
by local personnel with an in-depth knowledge of
all the local cultures, climates, and markets. Until
now, Stanley Electric's overseas strategy involved
transporting projects that were successful in Japan
to overseas sites, and assigning Japanese staff as
executives to coordinate efforts with local personnel—
going forward, staff from each region will be given the
reins of operations, and businesses will be developed
to suit their respective cultures, climates, and markets.
To rephrase, value will not only be delivered “from
Japan,” but instead “globally and simultaneously.” To
achieve this, the idea of “One Stanley” involves Stanley
Group employees around the world united in taking
on challenges using the same approach to deliver value
quickly.

We will also focus on increasing our presence
throughout Asia, like in India and Thailand, as for
market development aspects.

Cheap cars are currently the mainstream in India,
but demand for middle grade segment vehicles
is expected to grow in line with the upcoming
economic development there. We have a 30-year long
partnership with automotive system production and
sales company Lumax Industries Ltd., and | hope to
work with them to develop a supply chain in India in
order to establish a firm presence in the market there.

In Asia, we also have a partnership with Thai Stanley
Electric Public Co., Ltd. (“THS") in Thailand where
motorization has proved to be a success. Development
is progressing at a tremendous rate throughout
Southeast Asia, and Indonesia, Vietnam and even the
Philippines recognize the model of motorization in
Thailand. THS plays such a crucial role when considering
the approach of exporting technology from Thailand
instead of from Japan. I hope to leverage these types of
assets to establish a firm position within Asia.
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Identifying Five Material Issues
(Materiality) as the Source of Our
Competitive Edge

To become a competitive company, the Stanley Group
has identified five material issues (materiality) from
among a large number of social issues (see P19 to P20).
Of these, | want to focus particularly on “Creating

new value in harmony with the environment” and
“Individual welfare and growth.”

On “Creating new value in harmony with the
environment,” there is growing recognition that
companies need to address such issues given the
increasing severity of climate-related disasters in
recent years. The Stanley Group has assigned half of
its research and development man-hours into topics
like development of energy-saving technologies,
research into new carbon-neutral technologies, and
development and studies of materials and parts, to
halve CO2emissions compared to FY2019 levels by
FY2030 with the aim of achieving carbon neutrality by
FY2050.

With regards to “Individual welfare and growth,”
we are transitioning to human resource policies that
begin with determining whether the 17,000 employees
of the Stanley Group around the world are able to
actively apply themselves. Enhancing their skills to
achieve personal growth forms the main approach
of this. Until now the company took the position of
supporting the self-development efforts of individual
employees, but going forward, the company will play
a greater role determining how employees' skills will
improve with their current tasks, and identify any
shortfalls if there is no improvement. | want to create
a workplace environment that cultivates employees by
providing them with opportunities so they can improve
their skills, try taking on new tasks in new areas, and
find things that are even more interesting to them.
Meanwhile, we will be investing more than 20 billion
yen in DX to streamline operations by reducing work
that does not require human input, to encourage the
development of human resources capable of applying
themselves on the global stage.

Commitment to a Minimum 10%
Operating Profit Ratio and 8% ROE

The Stanley Group recorded net sales of around 440
billion yen in FY2022, and we will be building on this
toward FY2025 management targets of 550 billion

yen in net sales, 10% operating profit ratio and 8%
ROE. Yet these are more than just our targets—they
are the minimum figures we have set out to achieve.
The operating profit ratio in particular is viewed as
“responsible profits” that need to be achieved under
any circumstances, and we are making efforts internally
to change everyone's awareness about achieving this
target. We have also set ourselves the target of 8% ROE
by 2025, and this is considered as the minimum figure
when we create measures targeting 10% in 2028 and
even higher after that.

We are operating on a financial strategy of building
a strong financial position, and will actively invest in
growth/priority domains with the aim of enhancing
corporate value in a sustainable manner. We are
seeking a shareholders’ equity ratio of 70% to strike
a balance when viewed from both all internal and
external stakeholders, with the most important aspect
being where to use the cash we have on hand. In this
way, we will take a flexible approach to investing in
growth and priority domains.

Stanley Electric will continue evolving together with
society by helping to resolve social issues as a company
involved with the business of light. Going forward,
we will keep engaging in sincere dialogue with all our
stakeholders in order to achieve this.  would like to ask
for your continued support and encouragement.
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Story of Value Creation

Process for Creating Value

The Stanley Group will strengthen its business foundation to support growth and develop businesses leveraging the
strengths it has cultivated in the century since its establishment in order to create social value which realizes safety and
security, and enhance our competitive edge for sustainable growth.

Social issues and
megatrends

Safety
Accidents
Disaster prevention
and mitigation
War

Biodiversity

Employment of people
with disabilities
Forced and child

15

Materiality

Solving social issues
through business
development leveraging
our strengths

Pursuing the

Realizing safe,

Manufacturing capital (Consolidated)

) Capital expenditures
37.8 billion yen

P Number of factories 29 bases

> R&D expenses  19.4 billion yen

L]
Human capital (Consolidated)
Individual >
Number of employees 16,964
. hHumjrl] . welfare and
”g tS ana lapor growth . o
Diversity D> Ratio of overseas employees 72,29

Financial capital (Consolidated)

Applied Electronicy
Products Business, W

Automotive Equipment Business

Provision of lamp systems that contribute to safety and
security related to mobility through our unique light
source device technology and control technology

Social capital (Consolidated) EI t 1 P>
challenge of ectronic .
Medical care zero fatal traffic P Ratio of overseas netsales  72.7% Comnts ResearCh & AUtomOtlve
Availability of nursing care accidents » Number of overseas locations - p- . DeveloPment EdTJ i pment
Disparities in medical care — Safety and security Business -
32 bases .
Public health for everyone — B u S I n ess ﬁ\_luto;n({’txcechoesg’l:mps (M'—|otoczcy”cée Ilwde\a/sllam_l?s )
—— Intellectual capital (Consolidated) o T

Electronic Components Business

healthy lives T el Provision of devices that achieve safety, security,
Resources Number of patents held 3,817 comfort, and convenience using the functions of light
Depletion of resources —Providing the b RED b 8 Y -
Conflict minerals value of light— ases bases :
Water problems The Stanley Group's Strengths E S
[ — Natural ital (Consolidated T . .
S CD Y * Providing the value of light e
i p Amount of electricity consumption . ) | ==
neslzevaatllsg . 5y23,664,000 " P Waste-fl’ee man ufactu ring IR VCSEL (DMS / Driver Monitoring System)
Environment harmony with >Amountofgasconsum3pt‘iso??9 00 ®Solid business portfolio Applied Electronic Products Business
Global warming the environment 193,000 Nm oC ibuti inabl i Iy . . .
Climate change ) Amount of water consumption ontribution to a sustainable society Provision of unrivaled applied electronic products that
1,219,000 m* incorporate a wealth of optical technologies to freely control light

Landscape lighting (Notojima Aquarium)

Economic value

Building a .
labor sc:clid b:sipess P Total assets 63 billion yen <Management Goals>
oundation bNetassets  53.6 billon yen Basic Sustainability Policy Netsales  FY2025 550 billion yen
FY2028 650 billion yen
) Ecloln?':ny Strengthening our ) Cash Flows from Operating Activities Operating y
DISparItIeS in Incon.]e management 763 billion yen proflt ratIO FY2025 10%
Supporz:ornfre.zslopmg foundation to support (As of March 31, 2023) . FY2025 8%
untri .
Emloymen sustainable growth Stanley Group Vision ROE FY2028 10%

00z ul , Auedwod aniniadwod e buiwolag,

I ) Our Activities > ourur OUTCOME

Ay1andas pue A}a)es Jo asuas e
panaiyde sey jeyy A1a100s e 01 buiynqliuod
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Story of Value Creation

The Stanley Group’s Strengths and Business Model

The Stanley Group's principal business is the manufacture and sale of automotive equipment products, electronic
component products, and applied electronic products. One of the Group’s strengths lies in the provision of its own

unique value of light to society, based on its light source technology development capabilities.

17

We provide our own unique value of light to society

We provide the value of light produced with R&D functions to
our three business segments, and carry out business

In addition, our business model is characterized by collaborative operations between each of our three business
segments and our research and development functions. The three business segments identify a variety of needs,
and the research and development functions produce value which meets those needs. While the research and
development functions provide this value to our business segments, each business segment operates hand in hand

Electronic
Components
Business

P.27

B Procurement

Rational, stable procurement

We have our doors open to both domestic and
foreign partners, providing equal opportunities for
transactions and select suppliers in accordance with
fair and rational standards based on requirements
such as quality, delivery time, price, safety, and
environmental impact. Going forward, we will also
realize procurement which is even more stable than
ever before by building a system for minimizing
various risks.

® Providing the value of light

with our light source technologies.

transformation and create new businesses.

® Waste-free manufacturing

We put into practice our own unique production
innovation activity in the pursuit of optimal manufacturing.
This activity is expanded to all business processes,
including those of indirect divisions to thoroughly
eliminate wastes, thereby achieving improved

The Stanley Group’s Business Model

Applied Electronic
Products Business

P.28

Research & Development

P.31

h Production

Unique innovative manufacturing

The Stanley Group has an ideal of a “manufacturing structure in which
products required by customers are manufactured in the quantity
needed, exactly when they are needed," and is putting into practice its
unique production innovation activity, “SNAP" throughout the Group.
By thoroughly eliminating waste, the Group realizes shortened
lead-times, lower costs, improved quality and satisfied deadlines,
strengthening the trust and satisfaction of customers. We are also
promoting improvements in production technologies through
in-house manufacturing of facilities and studies of new materials.

The Stanley Group's Strengths

productivity in an extensive and sophisticated manner.

® Solid business portfolio

We have multiple business pillars including the automotive
and electronics businesses, enabling them to support each
other’s performance. As one business can support the other
business facing a difficult environment,
it becomes possible to develop enduring businesses.

Value Creation

with each other, thereby providing social value such as new technologies and products.

These are supported by global procurement functions, production functions grounded in the “SNAP” production
innovation activities, and sales functions, which distribute the value produced throughout society. Further, multiple
business segments supporting each other enables the development of enduring businesses, ensuring sustainable
growth even under the drastic changes in the social environment in recent years.

The Stanley Group will continue to develop these and other strengths in the future, and thereby contribute to
solving various social issues and strive to improve corporate value.

Automotive
Equipment Business

P.25

Value proposition and product provision tailored to needs

We will make preparations ahead of other companies
and propose value which satisfies customers by being
closely involved with customers and capturing the needs
of customers and markets. To this end, we are
strengthening coordination between our sales and
engineering functions and developing systems to meeta ===
variety of needs. Under these systems, we will thoroughly eﬁﬁ%
capture potential needs customers themselves are not e
aware of and provide products which meet these needs.

® Contribution to a sustainable society

We accurately identify the needs of customers
and markets and provide products which meet
these needs. We aim to be a company that
contributes to society by creating a safe, secure
world through our products.

Integrated Report 2023
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Materiality (Material Issues)

Value Creation

Five Material Issues to be Addressed in Order to Enhance Our Competitive Edge

The Group has identified five material issues from among a large number of social issues. In identifying these issues,
we selected social issues believed to be of high importance in the environment surrounding the Group, and identified
material issues from two viewpoints: Solving social issues through business development leveraging our strengths,
and strengthening our management foundation to support sustainable growth. We then set targets for the solution
of material issues, with which we align our activities so as to become a corporate group with competitive edge that is
continually chosen by customers and society.

Materiality

Solving social issues
through business
development leveraging
our strengths

Strengthening
our management
foundation to support
sustainable growth

Pursuing the challenge of zero
fatal traffic accidents

Major initiatives

Provision of lamp systems which

Target

Ratio of net sales from non-Japanese

Page number

Relevant SDGs

GOODHEALTH 10 =2
AOWELLSENG EQALTES
-
L 4 =)
v

. , . Qo - 90
e ST G meet customer and society's needs automotive manufacturers” ®FY2028: 8% (FY2022 result: 2%) P.26,P.29
to everyone
everyone—
Realizing Safe, healthy lives Provision of unique devices, modules, : o . 5 Ciro i it | 65 1 S
—Providing the value of light— and apps with a focus on invisible light Ratio of net sales of invisible light products ®FY2025:15% (FY2022 result: 1%) P.28, P30 ‘e E ﬁgéﬁ ®©
®FY2030: 50% reduction in our own business activities
Initiatives on climate change CO, emissions (compared to FY2019) P.39 § § tesmmoum
®FY2050: Achieve carbon neutrality
Creating new value in harmony
i i . i i 12 S W 13 5050
with the environment Amount of waste generated ° FY2923. Set. targets fpr reducing the amount of plastic waste generated el
Promotion of environmental and improving recycling rate b4 (eo) K™
CONSErVatioN ACtiVitieS [T T TTTTTTTTSTTTTSSoToSTooooooooooooooooooooooes ’
Amount of water consumption ®FY2023: Set targets through water risk re-evaluation
Improvement of employee engagement Engagement score ®FY2025: Improve by 30% compared to FY2023 level P.46
Human resources development Investment into education per person ®FY2025: Improve by 50% compared to FY2022 level P.46, P.47
Hlonion 5 8 Hnucsom
Individual welfare and growth Deviation from Health & Productivity ©FY2025: 55 (FY2022 result: 48) i &1 ad
Initiatives on employees’ Management Feedback Questionnaire
------------------------------------------------------------------------------------------------------------------------------------------------------ P.46,P.48
health and safety
Number of serious industrial accidents ®Zero cases (FY2022 result: zero cases)
Promotion of diversity Ratio of female managers ®FY2026:4.0% (FY2022 result: 3.4%) P.46,P.49
° : . .
Effectiveness of the Board of Directors gg?éi:ctmg asurvey to evaluate the effectiveness of the Board of Directors P65
year
SHreNGtNENING GOVEIMANCE  Frmmmmmmo o ms oo oo oo oo ooosoooooofeooosooooooooooe-
functions Allow the Governance Committee to
: ) ) P.66
appropriately exert its function
Percentage of employees who have taken ) ) )
. . ©® Compliance education, declaration 100% DE| | R
Building a solid business compllance_ education, perc_entage ofemployees (FY2022 result: Compliance education, declaration 100%) M fo
foundation Thorough compliance who have signed the compliance declaration ! P63 “I .
Appropriate and continued operation of whistleblowing system on a global scale
Preventive action, post-incident measures and recurrence preventive measures for risks surrounding the entire Group P.69
RespoNding tO VarioUs FiSKS  frmmmm oo oo oo ooooooooooooooooooooooooofooosooooooooooooo-
Enhance information security on a global scale P.70

*1 Ratio of net sales to the total net sales of Automotive Equipment Business
*2 Ratio of net sales to the total net sales to external customers of Electronics Business (Electronic Components Business, Applied Electronic Products Business)
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Sustainability

Basic Sustainability Policy

The Stanley Group conducts its business activities based on its Business Philosophy, “Pursuit of infinite possibilities
of light” and “Being committed to manufacturing”. Our aim is that the products and technologies we create
contribute to the safety and security of people’s life.

What is important to the Stanley Group's sustainability initiatives is that each employee of the Group observes
laws, regulations and social norms, promotes a healthy workplace environment, contributes to society through
business activities, cares for people and nature, and acts under the premises of communication and coexistence
with society.

We have set out these standards in “Stanley Group’s Code of Conduct” to contribute to sustainable society
development and global environment protection.

(© Sustainability Framework

To promote the Group's sustainability, we deliberate on and approve basic policies and measures for initiatives at
the Management Meeting through main committees, meeting bodies and relevant divisions. In addition, the details
thereof are reported to the Board of Directors from time to time.

General Meeting of Shareholders

Audit & Supervisory Board

Board of Directors

Management Meeting

Governance Committee

Main Committees and Meeting Bodies Main Relevant Functions

Corporate Ethics Committee Global Carbon Neutrality Production
Promotion Committee

Corporate Planning

Insider Trading

Prevention Committee Global Environmental
Conservation Activity Committee

Quiality Assurance Corporate Governance

; : Purchasin IT & DX

Risk Management Committee Quality Control Committee 9
Security Export Product Liability Environment Accounting & Finance
Control Committee Assessment Committee
; Research & Development Human Resources
Disaster Readiness Committee Production Technology Z
Advancement Committee
; ] : Design & Technolo General Affairs

Fire Officers Committee Intellectual Property Committee 2 2t

Health and Safety Committee Education Committee Sales Legal Affairs & Intellectual Property

P Please refer to our website for other sustainability data.
https://www.stanley.co.jp/e/sustainability/policy/policy.html
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(O Business Activities and ESG Activities

In both its business activities and ESG activities, the Stanley Group is working to “contribute to sustainable society
development and global environment protection” that forms the goal of the Basic Sustainability Policy.

The reason why the Stanley Group was able to celebrate its 100th anniversary milestone in 2020 was because it is a
company that responds to the needs of society and contributes to its development. Society currently places demands
on corporations to merge their business and ESG efforts in order to contribute to society in a sustainable manner. In
response to this, we are setting out for our next century of operation. Rather than viewing ESG in terms of merely risks
or responsibilities, the Stanley Group is committed to turning them into opportunities that lead to business activities.

The “Business Philosophy” and “Stanley Group’s Code of Conduct” at the heart of the Basic Sustainability Policy
have been created with the same stance as the idea of developing a sustainability society that is deemed so important
in recent years. Our ESG activities are implemented based on this policy. “Contributing to the safety and security of
people’s life” with the products and technologies we create through our business activities is also an integral part of
this policy. We will continue to enhance our competitive edge for sustainable growth through our activities based on
the Basic Sustainability Policy.

Contribution to sustainable society development and
global environment protection

Environment
Creating new value in harmony
with the environment

Social Governance
Individual welfare and growth Building a solid business foundation

Electronics Business

Realizing safe, healthy lives
—Providing the value of light—

Automotive Equipment Business

Pursuing the challenge of zero fatal traffic accidents
—Safety and security for everyone—

Basic Sustainability Policy

“Business Philosophy” “Stanley Group’s Code of Conduct”

Integrated Report 2023
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VIl Three-year Medium-term Management Plan (VIIl MTP)

Positioning >

The Stanley Group formulates scenarios every 10 years towards realizing the Stanley Group Vision. Our Third Long-
Term Management Goals (3LTMG) lay out the scenario which starts from 2020, and one of its major principles is to
“contributing to a society that has achieved a sense of safety and security.”

We formulated the VIl Three-year Mid-term Management Plan (VIII MTP) by backcasting from the external
environment we expect in 2030, and incorporating this perspective into the three-year management plans presented
in the 3LTMG. The external environment in which our company exists is changing rapidly as we approach 2030, and
the pace of change is accelerating. As we are unlikely to be able to respond to these changes based on the 3LTMG
alone, we have decided to add this approach.

We started our VIII MTP in FY2023 as the three-year period that corresponds to the “growth” stage in our run up to
2030. We aim to improve our corporate value through highly efficient manufacturing that fully utilizes the functions
and assets of our Group, and by refining our unique technologies that pursue the value of light, while underpinning
this with a financial strategy that enhances asset efficiency. In addition, we will strive to achieve a “progress” as a
competitive company in 2030, through our IX Three-year Medium-term Management Plan starting in FY2026, which
we have positioned as the “achievement” stage of our strategy.

Third Long -Term Management Goals

VII MTP: From FY2020

VIII MTP: From FY2023 IX MTP: From FY2026

. . _— Contributing to a societ; iviti
Pioneering activities hat h hi 9 d y £ Corporate act.lw.tles help vulngrable Become a
for innovation } that has achieved a sense o } people and eliminate fatal accidents } L.
o ) safety and security throughout the world Competitive
Using the power of light to —Using the power of light —Using the power of light to
change the status quo— to turn dreams into reality— change the world— Company

Growth Achievement

Progress

Additional perspective of backcasting

Management Goals >

Net sales

In our globally expanding Automotive
Equipment Business, we aim to leverage
our strengths as a company handles light
sources to move into new fields, which

is Electronic Components Business and
Applied Electronics Products Businesses,
and achieve net sales of 550 billion yen in
FY2025, and 650 billion yen in FY2028.

10% Operating margin

sz"/.

650 billion yen

550 billion yen

437.8 billion yen

We define the operating profit ratio that must
be achieved in any environment as “responsible
profits.” We aim, at a minimum, to achieve
“responsible profits” of 10% by FY2025.

ROE
We have positioned ROE as one of the most

FY2022 FY2025 FY2028
Results Targets Targets

important indicators for strengthening
management with an awareness of capital
costs. And we aim to reach 8% in FY2025
10% e——— and 10% in FY2028 as steps towards
surpassing our cost of capital.

5.8% 8%

Strategy

Basic Policy

The strategic concepts of our VIII MTP, aimed at helping us to achieve our management goals and become a
competitive company in 2030, includes “Manufacturing under TADAS concept,” “Developing new markets with

i

distinct light technology,” and “Challenging with speed as ‘One Stanley".” We will also focus on Quality, which is

required under any environment.

Manufacturing
under TADAS

concept

Developing new
markets with

distinct light
technology

Challenging

with speed as
“One Stanley”

Three strategic concepts

Becoming a
competitive
company
in 2030

Manufacturing under
TADAS concept

TADAS is a philosophy of providing
safety and security to all people. TADAS
is a term coined by our company through
combining the words “TADA (free)” and
“ADAS (Advanced Driver Assistance
Systems).” It means to create new value
by making use of existing products, and
correcting them to their ideal forms.
We make use of all of our functions to
provide society with products that are
good and affordable through highly
efficient manufacturing.

Developing new markets with
distinct light technology

Our unique value is the ability to “eliminate
the inconvenience caused by bad weather,
and deliver a comfortable life to people” with
the power of light. We will deliver value that
is unique to our company and pioneer new
markets through our distinct light technology
that pursues the value of light. This includes
automotive lamp systems that improve
driving safety in adverse weather conditions,
and disinfection products that eliminate the
inconvenience and discomfort caused by mold
and slime using invisible light.

Examples of efforts to maximize profits based on TADAS

Maximize
profits

Increase sales

Reduce costs

Reduce expenses

Challenging with speed as
“One Stanley”

To survive in a rapidly changing world,
we will provide value not just from
Japan, but globally as well. “One
Stanley” is what it looks like when our
Group employees around the world
work together to achieve this goal by
taking the same vector of approach to
challenges and producing results. By
coming together as “One Stanley,” we

will deliver value globally and at speed.

Providing products that are good and affordable to everyone
through new value by the use of existing products.

Maximizing the utilization of existing assets for efficient
manufacturing, and purchasing efficiently by region

Maximizing potential by redefining work practices
through new ways of developing, designing and
promoting DX

Integrated Report 2023
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strategy  Value Creation Strategy

Business Strategy

Automotive Equipment
Business

Review of VIl Three-year Medium-term Management Plan

Net sales (billion yen)

Net sales by
segment

79.2,

Operating profit (billion yen)/

3479 Operating profit ratio
285.4 300.5 (3860)
(288%)  (2992)
2020 2021 2022 (FY) 2020 2021 2022 (FY)

Figures in parentheses are sales to external customers.

e Steadily implement transformation into a lamp system manufacturer,
and build a framework for providing lamp systems in collaboration with
Mitsubishi Electric Corporation

¢ Despite significant impacts to the external environment, including COVID-19,
rising semiconductor prices, and foreign exchange rates, sales have increased
for three years and recovered to pre-COVID-19 levels

¢ \We need to further improve fixed costs in order to maximize added value

towards reaching operating profits of 10% as responsible profits Motorcycle headlamp (Honda “Gold Wing Tour”)

2 Business Strengths
® Provision of lamp systems that contribute to safety and security by combining our unique light source device
technologies and systems control technologies

e Utilizing our global production, sales, and development sites to meet the needs of markets and customers in each
region, and provide lamp systems of high and consistent quality

@ Our unique ADAS™ technology that utilizes our knowledge of ergonomics and our Light Tunnel which allows us to
reproduce various environments and test actual vehicles

) Recognition of Market Environment Market Forecast: Global Vehicle Production Volume / ADB Ratio / BEV Ratio

The major transformation of the automotive industry around (10,000 vehicles) Production numbers —®— ADBratio —@— BEV ratio (%)
CASE will accelerate. For example, the evolution of ADAS will 12000 100
expand the need for high value-added lamp systems such as 9,500 9,700

ADB"™. Moreover, the EV market is expanding rapidly against 9000 g3 9,000 ' 475
the background of carbon neutrality and BEVs are projected

to account for more than 40% of vehicles by 2030. In addition, 6000 L 8% 5o

new players will emerge, primarily in BEVs which have fewer
components and lower barriers to entry, drastically altering

3,000 -

the power of car manufacturers. The American and Chinese 1 2% 24%
shares of the market will increase, while the Japanese, 9% 17% ’
European, and Korean shares will decrease. The rate of decline 0 2022 2025 2028 2030 e

in Japanese companies is expected to be particularly large.
Market Forecast: Automobile Production by OEM Region
® Expanding need for high value-added lamp
systems such as ADB (%)
® Expanding need for light sources and lamps that 100
help improve electricity economy
® Increased demand for safety systems that 80 I
integrate the interior and exterior of the vehicle

[ Japanese N European NEEEN American IS Chinese NN Korean [HEEEN Others

Opportunities

® |Impact of decreasing share of Japanese 60
automotive manufacturers on our performance
® Decline in lamp sales unit prices due to emergence
of new lamp manufacturers

® Increase in development costs and other fixed
costs and facility investment due to increase in 20
development models

4w

*1. Advanced Driver Assistance Systems
*2. Adaptive Driving Beam 2022 2025 2028 2030 (year)

Strategy

VIl Three-year Medium-term Management Plan (VIIIl MTP)

Fv2025 400 billion yen FY2028 450 billion yen

We aim to achieve our sales target by taking orders for global models and EVs, and by expanding our business
with Non-Japanese customers. In addition, we will implement new development and design, and efficient
manufacturing to quickly deliver safety and security to customers and society. We will also capitalize on our
strengths to differentiate ourselves from our competitors by utilizing our Light Tunnel, one of the longest indoor
testing facilities in the world, and our unique ADAS technology developed for adverse weather conditions.

CASE Initiatives

Under our VIl MTP, we will respond to the evolution of ADAS by introducing high-performance, low-cost ADB with a
unique structure that comply with the laws and regulations of each country . We aim to increase the ratio of ADB to
18% in FY2025, and 27% in FY2028. In addition, we will accelerate the development of new products that contribute
to the safety and security of society such as our unique adverse weather light control, and headlamps with built-in
Sensors.

The requirements for lamps will also change with the shift to EVs. For EVs, so-called “electricity efficiency” is vital
forincreasing the range that can be driven on a single charge, and requires reducing aerodynamic drag, power
consumption, and weight. In addition to developing thinner lamp designs and expanding lamp area thanks to the lack
of a grille on vehicles, we will leverage our strengths
as a lamp manufacturer with light sources, to develop
light sources for new lamps around the TADAS concept
that fully utilize light which has not been incorporated

[Our Company] Number of Automobile Headlamp
Production Models / ADB Ratio / BEV Ratio

s No. of production models ~—@— ADB ratio (based on production numbers)

into optical systems before. Meanwhile, automotive M.~ BEVratio (besed onproducton rumbers) L%

manufacturers will continue to produce conventional 100

gasoline-powered vehicles, so the lineup of models on w0l " 85 1

offer will increase. As a result, the number of vehicles | wuwm = 3 3

we develop will increase significantly as well. So, we

will introduce a new development process to reduce or L L 1

development man-hours by 50%, and eliminate 12;/» .............. |

backtracking, to achieve efficient development. 30 - NP L §--o° i 415
Through these initiatives, we intend to increase the o """" i 15% :

BEV ratio of the automotive headlamp production 0 P 7% I i

numbers from the current 1%, to 7% in 2025, and 15% rosuits Toraets M

in 2028.

Expand Non-Japanese Business

We will expand sales beyond the Japanese manufacturers who have thus far been our main customers, to non-
Japanese OEMs whose market share is expected to increase due to the shift to EVs. We plan to increase our net sales
ratio for non-Japanese manufacturers from 2% in FY2022 to 8% in FY2028.

To achieve this goal, we will increase the quality and speed at which we provide value by promoting localization
of our sales and development systems away from their focus in Japan toward a stronger presence in each region.
Development in each region involves decision-
making and operation by local employees, and entails
establishing a form for business development that fits
each culture, climate, and market. Especially in China,

Ratio of Net Sales from Non-Japanese Automotive Manufacturers

Global FY2022 Results >FY2028 Targets

where new BEV manufacturers are emerging, we plan 2%>8%

to quickly establish a local development system that will | Europe |

allow us to support the rapid speed of development. 0%-20%
And in other Asian regions such as India and 3%510%

Thailand, we will cooperate with partners such as 6%>16%

Lumax Industries Ltd. (India) and Thai Stanley Electric
Public Co., Ltd. (Thailand), to maximize synergies and
establish our position in each region.

0%-~>Develop strategies with partner companies

Related Materiality

Pursuing the challenge of

zero fatal traffic accidents

—Safety and security for
everyone—

Ratio of net sales from non-Japanese
automotive manufacturers
® FY2028:8% (FY2022 result: 2%)

Provision of lamp systems which meet
customer and society’s needs to everyone
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Net sales
by segment

6.6%

Business Strategy '

Electronic Components
Business

Review of VIl Three-year Medium-term Management Plan

Net sales (billion yen) Operating profit (billion yen)/
Operating profit ratio
46.6 47.0

425
(2_5-_,2) (M) (2817)

)

2020 2021 2022 (FY) 2020 2021 2022 (FY)

Figures in parentheses are sales to external customers.

6.0

5.1

2190,
128% 1018%

e Mass production of new devices contributing to sales growth (265 nm UV-C
LEDs, high-power IR VCSELs for automotive applications, etc.)

¢ Although we have used new devices as a tool to build a track record of mass
production in new markets, performance has leveled off and we still face the
challenge of reviving and expanding our electronics business

2 Business Strengths

IR VCSEL (DMS / Driver Monitoring System)

® We have high-efficiency devices that other companies do not possess, and can materialize a broad range of value

from devices to modules and systems

® Roll out high-performance, long-life, automotive grade devices to non-automotive fields, and offer them widely as

optimally functional devices

® Embody societal needs by offering one-of-a-kind products that incorporate a wealth of optical technologies,

and control systems that make use of them

Strategy

Business Strategy

Applied Electronic
Products Business

Review of VIl Three-year Medium-term Management Plan

Net sales (billion yen)

Net sales
by segment

14.29,

Operating profit (billion yen)/
Operating profit ratio

1105
12,0
917 9.1 o) AR 107
o) (578)
1229% 122%
’ 6%
2020 2021 2022 (FY) 2020 2021 2022 (FY)

Figures in parentheses are sales to external customers

e Endeavors like the launch of the A¢NUV brand and entry into new markets for
medical devices have begun to bear fruit, and sales have increased slightly

¢ While operating profit ratio stayed at a high level driven by an increase in
orders for backlights with privacy features, which are high-value-added
products, it decreased due to a sharp rise in procurement costs for parts, etc.

Medical equipment (LED application products)  Operating panel
lllustration Photo courtesy of Konica Minolta, Inc.

VIl Three-year Medium-term Management Plan (VIII MTP)

\EEEEREEES Fy2025 150 billionyen  FY2028 200 billion yen

S We will focus on the invisible light areas of UV LEDs, IR LEDs, and IR VCSELs, and develop new markets such
as sensing and wearables. In the area of visible light, we will focus on high-value-added products such as
backlights and automotive interior and exterior, and strive to further expand sales.

Market Forecast: IR Light Sources for DMS/OMS

2 Recognition of Market Environment {housanc)

Electronics Business Expansion Scenario

27

The market for DMS/OMS" is expected to grow, especially in
Europe where it is becoming mandatory for new vehicles to be
equipped with such systems, and thus vehicles equipped with
DMS/OMS* are expected to spread. In addition to IR LEDs,
which are the primary light sources, IR VCSELs are gradually
being adopted in ways that take advantage of their excellent
sensing functions. Plus, the market for disinfection devices in
applications such as air and water disinfection, deodorization,
and mold suppression is expanding since such needs will
remain relevant even after the end of the COVID-19 pandemic.
So the number of UV-C LEDs used as light sources in such
devices is expected to increase. Future mercury regulations
are also expected to accelerate the switch from conventional
mercury lamps to UV-C LEDs.

® The need for IR light sources is expanding due
to a growing demand for sensing equipment

® Demand for UV-C LEDs is increasing due to
growing disinfection needs

Opportunities

® Advancement of sensing technologies other
than light (ultrasound, electroencephalogram,
etc)

® |ntensifying competition on UV LED output/
cost

*Driver Monitoring System
Occupant Monitoring System

120,000
91,900
90,000 -
72,900
60,000 -
47,400
30000 28,700 I
0 J
2026

124,200

2023 2024 2025 2027 (year)

Market Forecast: UV-C LEDs for Disinfection

(thousand)
40,000 —
35,000 34,700
30,000 -
25,000 -
21,600
20,000 -
15,000 14,600
10,600

10,000 - 7,800

|

0
2023 2024 2025 2026 2027 (year)

M Invisible light

We will work to expand business for DMS/OMS and
medical applications using high-quality IR LEDs and
V/CSELs, as well as our disinfection business through
our 265 nm UV-C LED products with high disinfection
effects or module products that utilize our UV light
sources.

M Backlight/LED lighting

We will expand our PC backlight with privacy function
from existing high-end models to popular models.
We will also work to enhance and expand functions
in fields other than PCs, such as automotive displays
and e-books.

B Automotive interior/exterior

We plan to expand our LEDs/modules to automotive
interiors (backlighting, ambient lighting, etc.) and
exteriors (emblems, grille lighting, etc.) which are
seeing growing demand with the electrification of
automobiles.

Related Materiality

Breakdown of net sales” for electronics business (billion yen)

150.0

N (nvisible light

I Backlight/LED lighting

N Automotive interior/exterior
Others

FY2022 Results FY2025 Targets

*Includes net sales of accessories and devices which were reclassified as part of
our Automotive Equipment Business in FY2023.

*Total net sales to outside customers for Electronic Components Business and
Applied Electronic Products Business

Realizing Safe, healthy lives
—Providing the value of light—

Provision of unique devices, modules,
and apps with a focus on invisible light

Ratio of net sales of invisible light products
©FY2025: 15% (FY2022 result: 1%)
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Materiality Initiatives

Pursuing the challenge of

zero fatal traffic accidents
—Safety and security for everyone—

Approaches o solving issues Provision of Iamp.sys'fems which meet
customer and society’s needs to everyone

Fatal traffic accidents mostly occur in poor visibility conditions such as during the
night or in bad weather. To ensure safe driving with peace of mind at any time, it
isimportant that all the lights from the lamps can be controlled freely in response
to circumstances. We are developing a lamp system equipped with an excellent
light distribution control function. By making invisible things visible, we will secure
comfortable visibility for drivers with the goal of eliminating fatal traffic accidents.

Optimal Light Distribution Based on Ergonomics: Improved Pedestrian Visibility in Rainy Weather

Human engineering is a field of research in which machines and systems are designed to be easy for humans to use
based on human psychological and physiological characteristics. Our company focuses on making things easy for
humans to see, and works to improve lighting technology to deliver safe and secure products.

One concrete example of using ergonomics in development is light distribution at night or during adverse weather
conditions. By analyzing global surveys and accident data, we found that the visibility of pedestrians on the shoulders
of roads decreased on rainy nights, increasing the risk of accidents. Therefore, we conducted tests in our Light Tunnel
Building and found that it was possible to improve the visibility of pedestrians on the shoulder of a road by increasing
the contrast in brightness between them and their surroundings. By utilizing human engineering in this way, we have
been able to create new light distribution control specifications that enable safe and secure driving in rainy weather.

High Cf“traSt Testing in Light Tunnel Building

Visible T
Low con‘trast
}
>
=
]
= |
>
Not visible
C——
L. ? ............................. Light Tunnel Building: One of the world's longest
Not visible indoor test facilities, it can accurately reproduce the
Low Contrast in brightness between pedestrians and background High natural environment, including rainfall, fog, and other

conditions, allowing us to conduct verification tests on
real vehicles day and night

Tests using ergonomics: Visibility of pedestrians on roadside in rainy weather at night

Interior Projection System: Reducing the Risk of Accidents at Intersections with Poor Visibility

At intersections with poor visibility, it is difficult for drivers to see pedestrians or vehicles approaching from the left and
right, increasing the risk of an accident. We have developed technology that can notify the driver of an approaching
person by projecting an image of them captured by a camera built into the headlamp onto the front pillar. The
projection onto the pillar is done via MEMS projection using our proprietary technology. This allows us to achieve
“focus-free” displays in any location. By making invisible things visible in this way, we are helping to eliminate traffic
fatalities.

RGB laser

Projected

Strategy

Materiality Initiatives

Realizing safe, healthy lives
—Providing the value of light—

Approachesto solving issues Provision of unique dewcgs, _m_odul_es,
and apps with a focus on invisible light

We contribute broadly to society by providing the value of light, particularly invisible light
such as UV and IR light. Using UV light, we have developed a 265 nm wavelength UV-C
LED that is highly effective for disinfection to reduce sanitation risks. And using IR light,
we have developed automotive grade IR LEDs and VCSELs. Through these technologies,
we are working to provide a safe and secure driving environment. Light sources that
utilize invisible light, and products which employ them, will help bring about safe and
healthy lives for people.

Expand Disinfection Business

We are expanding our business by offering disinfection products that utilize our UV
light technology to customers depending on various applications and usage scenarios
for water, air, and surfaces.

In the field of water disinfection, the water disinfection module that we released
in 2022, and which boasts world-class disinfection effectiveness, has been adopted
for use in commercial servers by beverage makers overseas and is being deployed
globally. In the field of air disinfection, a major Japanese air conditioner manufacturer
has adopted our products for disinfection the inside of air purifiers. Manufacturers
have recognized the highly effective disinfection abilities of our 265 nm wavelength
UV-C LEDs as well as their even distribution of light which matches their installation
location, and plan to incorporate them into numerous devices.

Going forward, we will continue to develop products tailored to application and Usage scenarios for
usage situation, and work to help people achieve safe and healthy lives. disinfection products

Entering the LiDAR market: IR VCSEL

In 2021, we began mass producing high-power IR VCSELs for automotive applications. These have been incorporated
into mass-produced vehicles as light sources for DMS to monitor drivers and OMS to monitor passengers, and we
expect even further adoption in the future.

VCSELs are a type of laser that is capable of even more advanced sensing than LEDs. They are expected to be utilized
as light sources for LIDAR, which is forecast to experience significant market growth from here on out. LiDAR is a
technology that uses laser light to sense distance and shape. It is an essential technology for monitoring the external
environment around the vehicle for autonomous driving/ADAS. For the LiDAR market, which is projected to see
growth, we are leveraging the strengths of our IR VCSELs, which include automotive grade reliability, and a full range
of products based on advanced light distribution technology, to offer customers a wide range of attractive proposals
from light sources to modules tailored to each application. We are also working to enter the market and establish a
position for ourselves with a view to incorporating IR VCSELs into our headlamps.

We will deliver safety and security to society by providing IR light sources which utilize our strengths in IR sensing
technology which has advanced from the interior to the exterior of vehicles.

Interior sensing Exterior sensing

; Projectimage of person VAR W‘ image
Detect person approaching in blind spot approaching in blind spot on pillar mirro _

Interior projection system MEMS Projector

29

Automotive applications using IR VCSELs
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Research & Development

In the spirit of “outshining light” endorsed in the Stanley Group Vision, we aim to pursue the potential of light through
research and development, while enhancing the intellectual capital that is the source of our competitiveness.

We want to contribute broadly to society by creating value that is truly needed. To do this, we will take the three
approaches of "Research for discovering the new potential of light,” “Proprietary core technologies for optimum
designs for mass production,” and “High-efficiency and high-quality manufacturing.” We aim to bring about world-
class optical technology through mutual integration of key technologies such as optical design technology and light
source technology we have accumulated thus far. In addition, we have established an Intellectual Property Committee
which discusses various content related to intellectual property for the entire Group, and we promote management
of intellectual property to increase competitiveness and maximize the utilization of newly created technologies in our
business activities.

Intellectual capital (consolidated)

R&D expenses WEXNJIIGHNEGN Number of patents held 3,817 R&D bases 8 bases

©Trend in R&D expenses ®Trend in number of patents held
(billion yen) R&D expenses —@— Ratio of R&D expenses (%) (Patents)
25 6.0 4,000 3,793 3,886 3,898 3,817
4.8% .9
" 4.2% o 4.4% 4.9% 4.4% 50 3,347
/‘\,/’\, 3,000
15 40
194 -39 2,000
10 183 188 15.8 18.8 ’o
: 1,000
5 1.0
0 0.0 0
2018 2019 2020 2021 2022 () 2018 2019 2020 2021 2022 ()

®Research & Development Laboratory reconstruction

We will reconstruct our Research & Development Laboratory to further enhance our ability to create new
value through our distinct light technology which helps to solve social issues. (Scheduled to start operation
in February 2026)

We will promote the creation of new technologies and products from our unique perspectives and
ideas based on vigorous and efficient communication around the two major themes of pursuing greater
efficiency in light and research and development towards achieving carbon neutrality.

Research for

discovering the new
potential of light

Three Approaches Stanley's Key
for Creating New Value Technology

Proprietary core technologies High-efficiency

for optimum designs and high-quality
for mass production manufacturing

31

Light Control Tec'hnology

Optical Design & Technology

Strategy

Energizing

Informing

Generating
“The Five Ways of
Creating Value with
Light” and

Delivering Recognizing
them to Society

-
»
el

in Bad Weather

Creating: Ultimate Narrow Angle Light Source PCSEL

Stanley's source of value is the development of light sources, and we will continue
to create new light sources with future potential. One of these is PCSEL". PCSEL is
a type of laser characterized by its ability to emit a strong beam of light in a small
area, making it the ultimate narrow-angle light source.

Through joint development with Kyoto University, we have achieved the
world’s first high-power, high-beam quality™? PCSEL for wavelengths in the visible
spectrum of light. This result is expected to be deployed in a variety of applications
including high-precision machining and underwater LiDAR, which is a replacement
for submarine sonar. We plan to
further develop PCSEL for
practical applications, and
deliver the unique value to
society which only our
company can provide.

Normal laser PCSEL

Laser beam

*1 Photonic-Crystal Surface-Emitting Laser
*2 Indicator of focusing and diverging
properties of laser beam

Laser beam
Difference in beams
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Financial Strategy

Message from Director In Charge of Accounting and Finance
, i

Keisuke Ueda

Managing Director
Director In Charge of Accounting
and Finance

We aim to improve our sustainable corporate value
through efficient cash allocation based on active
investment in growth and priority areas

Management Goals of VIIl Three-year Medium-term Management Plan (VIII MTP)

We have formulated our VIl Three-year Medium-term
Management Plan (VIIl MTP) which will conclude in
FY2025. For our management goals, we aim to increase
from the 437.8 billion yen in net sales we achieved in
FY2022, to 550 billion yen in FY2025, then to 650 billion
yen in FY2028. Furthermore, as part of our focus on
profitability, we have set the target of an operating
margin of 10% for FY2025, compared to the 8%
achieved in FY2022. We see this operating profit ratio
not as an aspirational target, but rather a target that as
a company we must achieve under any circumstances.
To make sure everyone in our Group has the same
understanding, we call this “responsible profits.”

ROE remained at a low level of 5.8% for FY2022 due

to the effects of the pandemic and the shortage of
semiconductors. But by working to steadily improve
both our growth strategy and financial strategy during
the period of our VIII MTP, we aim to achieve a target of
8% by FY2025 and 10% by FY2028. We have positioned
these ROE targets as milestones towards achieving our
long-term target of 15%.

©®Management Goals

10% 10%
o
77
"
ROE Lot
8.0% 8.0% ,*°
*
.‘

o 650 billion yen

5.8% Net sales T

550 billion yen “\"
AN E

437.8 billion yen

FY2022 Results FY2025 Targets FY2028 Targets

Strategy

Concept Behind Financial Strategy

The strategic concept supporting these management
goals from a financial perspective is to first build a
strong financial position that is one of our Group's
strengths, then to build on that foundation by actively
investing in growth and priority areas to grow and
revitalize our business. Meanwhile, while increasing
profitability, we will carefully select investments,
optimize inventories, and reduce cross-shareholdings in
an effort to improve ROA (return on assets) by pursuing
greater asset efficiency. Moreover, we will improve

ROE by flexibly utilizing financial leverage to maximize
shareholder returns in terms of both dividends and
share buybacks, while also keeping an eye on the cost
of capital. And, we hope to boost understanding and
increase our corporate value through dialogue with our
shareholders and investors about these processes and
results.

® Concept behind financial strategy

Increase corporate value

P

Improve ROA/ROE
Increase both profitability and asset efficiency,
to strengthen management with an awareness on capital costs

ROE
. . Shareholder returns
Financial leverage Continuous and consistent
shareholder returns
ROA

Profitability X Asset efficiency

Business growth and revitalization

Aggressively invest in growth/priority domains
Selection and concentration on investment domains

Build a strong financial position
Support company growth as the foundation of corporate management

Cash Allocation Based on Investment in Growth and Priority Areas

Our most important focus for cash allocation during our
VIII MTP is investment in growth and priority areas to
increase future corporate value. To this end, we need to
focus management resources on businesses with high
profitability, high growth, and high asset efficiency, while
also identifying businesses and areas with low profitability.
In short, it will be vital to perform “selection and
concentration.” In order to optimize our business portfolio,
we will focus management resources in areas connected
to solving societal issues where we can expect growth.
This includes selecting strategic products within our
businesses, refining our unique distinct light technology,
and developing technologies to achieve carbon neutrality.
At the same time, we will reduce and withdraw from areas
in decline. By doing so, we will focus our management
resources and optimize our portfolio to revitalize our
business and efficiently generate profits. Our strategic
investment plan from here out presupposes a yearly

@3-year estimated cash allocation

investment of 30 billion yen or more and a three-year total
of approximately 100 billion yen in regular investment for
the operating cash flow of 200 billion yen expected during
the three-year period of VIII MTP. In addition to this, we
have positioned the investments that are essential to future
growth and structural reform as “strategic investments,”
and aim to invest 80 billion yen by FY2025, and 140 billion
yen by FY2030. To be specific, we will focus our investment
in six areas linked to the three concepts highlighted in our
VIII MTP, namely Manufacturing under TADAS concept,
Developing new markets with distinct light technology,
and Challenging with speed as "One Stanley.” These six
areas are Creation of new value, Cost reduction reform,
Electronics Business expansion, Response to carbon
neutrality, Construction of bases, and DX implementation.
When investing, we will make selective investments with
an even greater awareness of capital costs than in the past,
while assessing their effectiveness and returns.

(billion yen) Profit, depreciation and amortization, Cash on hand, reduction in cross-shareholdings,

CCCimprovement, etc.

CASH IN Cash flows from operating activities
200

CASH OUT 30 100
|

utilization of interest-bearing debt, etc.

. o Shareholder returns
Strategicinvestment  Ordinary investment  (dividends + purchase of treasury stock)

Electronics Business

Cost reduction reform —k expansion
15 22

( Construction of bases
‘ 75 125 17.5

Creation of new value

Breakdown of strategic investments

Response to carbon neutrality DX implementation
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Building a Strong Financial Position and Expected Balance Sheet

A key point of our VIIl MTP, is that it outlines three
indicators based on our conviction that building a
strong financial position is essential for sustainable
corporate growth. These indicators are: credit rating,
liquidity on hand, and capital adequacy ratio. First off,
with regard to our credit rating, which is an indicator
of our overall creditworthiness, we currently have

an R&I rating of “A+”, and aim to maintain a rating of
“"A" or higher. Moreover, with regard to liquidity on
hand, while there are some variable factors involved,
we would like to maintain a level of 2 to 3 months our
monthly sales ratio as a rule of thumb. In FY2022, we
had about 4.8 months at our monthly sales ratio, but
we have set up a commitment line as a back-up line,
and from here out intend to strive to balance efficiency,
mobility, and emergency preparedness while keeping
less cash on hand than in the past. We want to target
a capital adequacy ratio of 70%. In our most recent
FY2022 results this had risen to 75.6%, but we will not

®Expected balance sheet

(billion yen)
Cash and liabilities
T deposits 150
Cdh e 'ag'a'é'es 140 Interest-bearing debt
d?;;gszi‘ts Nl RS Net assets
: 536.1 550
3-year investment:
180
Strategic investment
Equity capital > 80 Equity capital
qu|4¥é:azp| ; Ordinary investment AL goc; ptta
. 100
Total assets Total assets
629.6 700
FY2022 Results FY2025 (expected)

Initiatives for Improving ROE

increase it further. We will manage our balance sheet
to improve capital efficiency and maintain financial
soundness, which is one of our strengths, while also
being mindful of the cost of shareholder equity. Our
investors sometimes look at this and ask, “Isn't 70%
too high of a capital adequacy ratio?” But looking
back over our 103-year company history, we see that
the ability to make large-scale investments for future
business expansion at the timing we choose has
allowed us to overcome periods of financial instability
and led us to the Stanley Group we have today. We
believe that a capital adequacy ratio of 70% is a
necessary requirement to continue that taking on
new challenges over the next 100 years for growth,
as well as to fulfill our responsibility as an automotive
parts supplier providing safety and security, trusted by
the automotive manufacturers who are our primary
customers.

® Primary indicators for building a strong financial position
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We are improving both profitability and asset
efficiency, and strengthening management that is
conscious of capital costs. We view ROE as one of the
most important indicators for measuring a company’s
capital efficiency. We have set ROE targets which
exceed the capital costs, at 8% in FY2025 and 10% in
FY2028.

And we plan to break down our efforts to improve
ROE into the three perspectives of profitability, asset
efficiency, and financial leverage. First, we will increase
profitability, or the ratio of net income to net sales, by
raising the top line to 550 billion yen in FY2025 and
making sure to achieve responsible profits of 10%

of our operating profit ratio. With respect to asset
efficiency, we use the total asset turnover ratio (net
sales / total assets) as an indicator, and work to reduce
cross-shareholdings and improve our cash conversion
cycle (CCQC). We do so by reducing inventories and
carefully selecting capital investments, while keeping
the TADAS concept and our “SNAP2" production
innovation activities in mind. We strive to optimize
financial leverage (total assets / equity) by working to
enhance shareholder returns, utilizing interest-bearing
debt with consideration for the weighted average cost
of capital (WACC), and the aforementioned efforts to
improve asset efficiency.

Strategy
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Shareholder Returns through Stable Dividends and Flexible Share Buybacks

In an effort to enhance shareholder returns to an
unprecedented level, we raised the consolidated
payout ratio from the previous 20% or more to 30%

or more in our VIII MTP. Also, we had previously set

a target of 35% or more for our total return ratio
including share buybacks, but while we want to actively
invest for future growth in the VIl MTP, starting with
strategic investments of 80 billion yen, we have not set
specific numerical targets. However, we have a track

record of continual share buybacks that come to a
cumulative total of 70 billion yen since FY2006. Going
forward, we will maintain our basic stance of flexibly
implementing share buybacks unconstrained by target
levels, and with consideration for our investment
position, financial soundness, capital efficiency, and
other factors. We will continue to strive for the optimal
capital structure for sustainably enhancing corporate
value.

®Total dividends, share buybacks, consolidated payout ratio and total return ratio
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Acquired a total of approximately 70 billion yen in treasury shares since FY2006
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