‘B EREL. HRERREREZEELTVEELLS

Let Us Emphasize on Reducing Expenditures and Structure a Lean Management System
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On June 23, we held our 128th general shareholders’ meeting, and all resolutions
including our new management system were adopted. Let us continue to work

together as one to meet the high expectations of our shareholders.

1. FY2022 Q1 Financial Results

On August 5, we announced our financial results for FY2022 Q1 via online meeting.
This was our first financial results announcement since our new management. As |
have explained before, we are currently facing an extremely harsh business
environment with lockdown situation in China and confusion in logistics, Ukraine-
Russia conflict, and depreciation of the Japanese yen etc. Although our net income
increased year on year due to accounting process related to consolidation of SDP, our

net sales, operating income and ordinary profit all ended short year on year.

Per segment, 8K Ecosystem recorded increase in sales and profit due to business
solution business, but for the other four segments, Smart Life ended level sales and
decrease in profit, and ICT, Display Device, and Electronic Device all recorded

decrease in both sales and profit.

As you can see, while our first fiscal quarter ended within the expected range of our

already announced annual forecast, the results are extremely harsh, and considering
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our current unclear business environment, we must make further efforts to in the

second fiscal quarter and on to achieve our forecasted figures.

One of the reasons for this time’s business results was the lockdown in China
impacting productions, where we are starting to see signs of recovery with
productions already returning to a normal status. Let us continue to emphasize on
strengthening global business, expand new areas, and correspond to risks, and
accelerate SDP business improvement with all of our forces to realize improvement in

our business results at an early stage.

Also due to consolidation of SDP and changes in business environment etc.,
currently our inventory is increasing, and we are strengthening our actions for its
optimization. | would like each business representative to be highly aware of

thorough ISPl management and reduce guilty inventory.

2. BJRETAR: Reduce Expenditures and Increase Income

Following our previous meeting, we held a BHJREER meeting on July 4 for 5 days
with each BU and subsidiary. Here, | emphasized once again that what we need to
focus on innovation for the future, and not just improvement to survive today, along

with confirming progress on each item and giving instructions for review.

As | mentioned earlier, many unexpected changes in our environment have occurred
over the past few years since the start of U.S.-China trade friction, and such changes
are largely impacting our business as well. Under such circumstances, in order for us
to continue to raise profit in the future, we must enforce reduction of expenditures
and lower our business break-even point in order to structure a lean management

system that can even overcome decrease impact in net sales.
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We have executed structural reforms since 2016, but there are still many topics we
need to take on, such as issues we have postponed, issues that have appeared due to
change in business environment, and issues that can be innovated by changing our
perspectives. In order to extract such issues and apply actions, we must set specific
and challenging goals per item such as 10%, 20% and 30% reduction, and review our
business once again from various perspectives, starting from daily operations to the

overall business model.

Meanwhile, it Is also important to conduct FAJJ&, or increasing income, by practicing
4 quadrant management to create new sales and profit at an early stage. As |
mentioned upon appointment of CEO, we have many business opportunities
worldwide. Let us grasp the needs of each country / region from the viewpoint of our
customers, create our own featured products and services and accelerate cultivation

of new markets, and realize further business expansion.

Another issue we must work on immediately is to develop new seeds for our next
growth. From here on, in addition to engineering development looking on to the next
few years, we will further strengthen research and development of elemental
technology and software technology on a mid to long term following our new
management policies of digital healthcare and carbon neutral. This way, we will

structure the platform to create featured new businesses.

Once again, our actions for BiJREI are not merely plans to avoid issues such as
depreciation of yen and deterioration of the market, but it is the act of management
innovation for our sustainable growth. | would like each business representative to be
reminded of this once again, and lead the way for innovation with determination and
speed. With that set, let us achieve our management plans and lead to further

business improvement.
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3. Lecture by Doctor Jay Lee

On August 4, we invited Dr. Jay Lee, Distinguished Professor at University of
Cincinnati, to our Sakai headquarters and connected each base to join his lecture. Dr.
Jay Lee is a prominent researcher in the field of predictive big data analytics and
prognostics and health management, who has been advising global companies in

various industries.

Dr. Jay Lee explained using various examples that in order for entities to realize
innovation, targets need to be set based on customer values, and it is important to
compare the current situation against those targets and find gaps that are not evident

yet by using data.

This philosophy can be applied to all businesses, and it is an extremely important
perspective as we are aiming to transform our business from hardware to systems and
solutions. I would like each BU and subsidiary to refer to the lecture and break down
our values we deliver to our customers while analyzing relating data in order to create

new businesses.

Also, by further collaborating with experts in each field, such as research institutes
and universitiesin the future, let’s absorb their deep knowledge and vast perspectives

with ambition and change them to strengths of our next growth.

4. End Note

Currently | am on a business trip to ASEAN region and | plan to visit our bases in

Vietnam, the Philippines, Indonesia, Singapore, Thailand and Malaysia while also

meeting government members and customers.
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