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Value Creation Process of

Nabtesco Group



Value Creation Based on The Nabtesco WAY

Pursue sustainable value creation based on our
mission, and realize “all stakeholders’ dreams”

Action guidelines:
By implementing our promises, we will realize "All Stakeholder's Dreams."

Corporate Philosophy

The Nabtesco Group, with our unique motion control technology, will provide safety,
comfort and a sense of security in daily lives as well as any form of transportation.

Our Promises

Value close communications with our customers worldwide

Value each individual’s spirit of challenge and innovation

Continue to expand our business and profit

Continue to reinforce our sense of ethics and highly transparent business activities
Value the environment and promote harmony with local communities and cultures
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Overview of Value Creation Process

Promote Value Creation Process with cross functionally by
Meeting ESG Challenges and Fostering Financial Management

™~
Managerial
Resources That Value Creation Llgslied) VelLE
Support Value Process (OUTCOME)

Creation (INPUT)

\ Activities for —
Sustainable Growth

OUTPUT

Business
Activities

Financia
Management
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By enhance various values through value creation process to
pursue realization of “all stakeholders’ dreams”

Managerial
e Value for the Nabtesco Group

Blue: Marked prioritize ESG challenges

Relationship -Customer bases founded on top- -QCD* performance that meets the
Capital class market shares requirements of customers P
-Trust in the management team -Enhancement of partnership @

and high —scoring ESG evaluation with stakeholders
*QCD: Quality, cost and delivery

Technology and  Creation of new products and a Provision of safety , comfort and a
manufacturing  highly competitive production sense of security and contribution to
capital system climate change mitigation

6%"%

Human capital Securing of human resources who Provision of safe and comfortable

implement The Nabtesco Way workplace
i =
Organizational  Highly ethical corporate culture Management transparency based on
capital based on a global compliance the autonomous improvement of its
system functions by the Board of Directors
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ESG Challenges



Material CSR Issues

Specified materiality (Material CSR Issues) to meet various ESG
challenges effectively and efficiently

General Category | ESG Category Materiality (Material CSR Issues) Major SDGs of Relevance

Strengthen corporate governance . ,
Ensure ; : ed D Key points for tod ay's

o Governance | Promote risk management and compliance s ]

ol (©) | behaior ¥ | ® presentation
Ensure proactive dialogue with stakeholders
Enhance customer satisfaction, ensure quality (G )
and SafEty lllllll m- mum
Develop human capital and promote -M/\' -Strengthen corporate governance
workplace diversity -Promote compliance behavior

_ Provide safe and comfortable workplaces g zuvue | g oo
SOCIety . ED‘EIITH -n—
) Respect human rights

Prevent corruption (S)
Fair, proper and transparent procurement 10 w7

Provida sty actiities Reform workstyle

comiorvand a Local community development

sense of security ( E)
Countermeasures for climate change — ]
i | 1 G - Countermeasures against
Environmentally friendly manufacturing ®: :
Environment E ; climate change
(E) Reduction of environmental impact through T e

products and services
Recycling, reuse and remanufacture of h 0
products




(G) Strengthen Corporate Governance

Pursue autonomous improvement of corporate governance to earn

trust from stakeholders
B Revision of the Corporate Governance Policy

Revised the Corporate Governance Policy (Issued 2015) to comply with the Corporate Governance Code

(revised in 2018)
(Key points for revision in Oct. 2018)

4 Management focusing on capital costs
-Adopt ROIC as a performance indicator (2017) / Promote manufacturing base improvement
by utilizing “ROIC tree”
—Work to generate continuously higher ROIC than capital costs (WACC)

¢ Participation of the Board of Directors in CEO succession planning
-The Nomination Committee promotes to create CEO succession planning.
¢ Policy to reduce strategic shareholding
-Review the benefit and capital costs of strategic shareholding at Board of Directors meetings

ROIC Improvement items by Manufacturing Innovation

ROIC improvement measures Aim Key challenges

» More advanced automation

Strengthening production Standardization/on-site improvement (manufacturing
capability support)

» Development of unique production technologies

® Reduce internal costs

Increasing operating profit
ratio _ - Optimization of “Make & Buy"
Strengthening procurement ability| = Cross-organizational procurement

(strengthening of supply chains) Generating CR (Cost Reduction) synergies
- Centralized/joint procurement

W Lower procurement cost

m Shortening production | ol ith th f
lozd fifne Strengthening production Renewal of production management with the use of ICT
> Logistics reform

= Shortening inventory management ability - Realization of 3PL, milk-run system, etc.
turnover period ' !

Increasing asset turnover




(G) Strengthen Corporate Governance

Directors and Audit & Supervisory Board members
Effectiveness evaluation for the Board of

¢ Composition Directors (Anonymous self-evaluations)
=6 outside members and 1 female director out of 15 =The effectiveness of the Board considered to be
® Proportion of outside Directors @® Proportion of women WE" Secu I‘Ed

W Outside members
30%

: ; Followings are founded as medium- to long-
suporsisory |} — term issues
A & Board composition :
-Increase the proportion of independent
outside directors to at least 1/3
¢ Advisory boards: -Increase the number of female directors

Directors

*Nomination Committee (2015~)
- Nomination of CEO, directors, auditors
- Deliberation and report for CEO succession planning

# Discussion items by the Board of Directors
-Necessary to secure enough time to

-Remuneration Committee (2008~) deliberate important items in management,
- Deliberation and report for compensation of including growth strategies
management Compensation System for Directors
#Nomination Committee ~ ®Remuneration Committee ¢ Fixed and performance-linked compensation
| -Emphasized the link with business
LA performance
-KPI : ROIC, Net profit, R&D indicators,
environmental indicators

Chairperson Outside Outside * Claw- baCk Clause
Chairperson Out5|de directors (intemal member) _ director il - . . -
(nternal member) 4 Began disclosing more details regarding the
compensation system in 2018



(G) Promote Compliance Behavior

®m Reinforcement of the global compliance system
¢ Establish a compliance promotion system

=Reinforcement of compliance management system with global level
-Established the compliance committee (2016)
-Established the Nabtesco Group Code of Ethics (2016)
=Full renewal of the Code of Corporate Ethics and Code of Conduct, which were established in 2004

¢ Enhance the internal reporting system
=Foster self-purification
-Secure internal reporting system globally
=Internal reporting system: Started in 2005 in Japan, in 2017 in China, and in 2018 in Europe, North
America and Southeast Asia
-Established “auditor hotline*” (2017)

*Auditor hotline : Whistleblowing system to report an unfair act of a No answer
director/executive officer

0.1% Increased
u Ralsmg compllance awareness Not raised 31.3%
¢ Action for implementation of compliance 2.6%
awareness Not much raised
-Compliance handbook available in nine languages 11.09% jfotal fte of iepoients)

. . . . V% who answered "increased
-Promotion through the in-house magazine and intranet or “Rather increased”:
-Compliance education by e-learning . 86.2%
=Check the level of awareness by “"Compliance 54.99

awareness survey”
y Total number of respondents: 5,360

XSurveyed in
2018

Nabtesco



(S) Human Capital Management; Progress with workstyle reforms

Secure enough time to “Enjoy the Challenge” by promoting smart work and
the provision of workplaces that contribute to better work-life balance

¢ Main measures

(Themes) (Result)

-Promote smart work -Open satellite offices

. - - Abstract improvement item n work
-Reform operational process and awareness raising bstract improvement items based on wo

-Improve IT usability » refordms boti :
.Empowerment -Introduce robotics process automation, promote

paperless work, and study avaiability of artificial
intelligence
-Re-examination of authority rules

29.0 - 100%

27.4 160 - 150
¢ KPI 27.0 -

25.0 -

90% - 87% 140 -

120 -

80% 100 -

23.0 -

80 -
21.0 - 70%
60 -

19.0 -

4 .
60% 0

17.0 - 20 -

50% 0 -
FY16 FY17 FY18 FY19 FY20 FY16 FY17 FY18 FY19 FY20 Trial FY18 FY19 FY20

15.0 -

Number of teleworkers
Target : 150 person or more

Averaged overtime hours ‘ Paid holiday utilization ratio
Target : Below 22H/M | Target : 87% and over
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(E) Countermeasures against climate change

Promote advanced environment management because environmental
measures is our one of business strategic priorities since our establishment.

m Systematic measures for climate change
Category -2010 | 2011 | 2012 _ 2013 | 2014 | 2015 | 2016—

Activity to Increase 2005: _ Introduced in-house
()10 SHEE Gl Formulated the Environmental

Setting of environment-related incentive system
Sy | Philosophy and Envi tal 5 : : : - company evaluation index
ot environmenta S0P Al ST e PO : T R el ™ Achievement of positive

philosophy Action Plan @ Introduced the energy conservation activity commendation program environmental contribution TR T e e Tt

@ Introduced the energy-saving product certification system

2003: iNabtesco Energy Management)

Six plants operated NEMS Tools for managing environmental information
by major Group companies, '- : ; :
have become 1SO 14001
certified

Environmental
Management

‘ ; ; . Energy conservation guidelines
2015: Started reporting to the Corporate :

Officers Committee on a monthly basis

Energy monitoring system

(Features of our activities)

Established an environment-related incentive system —
- Commendation program for environmental contribution o
- Incorporation of “Positive environmental contribution” in the performance indicators

—Encourage employees to make efforts for environmental issues

Built Nabtesco Energy Management System(NEMS)

Collect, visualize and analyze environmental information collected from each site

by using environmental information management tools and a monitoring system.

—Promote “PDCA” cycle by monthly reporting Real-time monitoring system for
to the Corporate Officers Committee. electric power consumption




(E) Countermeasures against climate change

m Measures to reduce CO2 emissions  ®Forecast of CO2 emissions

. . T, 000 o
Promoting measures to save and create energy in order to
achieve the long-term CO2 emission targets set for FY2030and .o, ... ..
FY2050.
These targets were officially \ 65,000 e
approved by the SBT* initiative ' co2
< in 2017 'Jé'ﬁo,ooo o Reduction
Group's long-term targets (8th company to be approved § »Isogvtierr‘\;rgv
TDta| co} emissions in Japan) %55,000 e e e ] - = = creation
<In Japan (total amount)> SCIENCE S
< Global target (per unit of sales)> BASED 50,000 -+-----------
30 . TARGETS
FY203G % redUCtlon DRIVING AMBITIOUS CORPORATE CLIMATE ACTION / 45’000 T "COZ
; * : Sci emissions
FY2050 80% retliiction SBT : Science Based Targets —

(Relative to FY2015) 2015 2016 2017 2018 2019 2020

(Plan) (Plan)

#Making environmental investments aggressively | Major investment targets :
-Solar power generation equipment

(JPY Million) -Highly efficient processing machines
-Advanced measures to comply with regulations on fluorocarbons

2,000
1500 . 1.6times
2.4times
1,000 -+
0 n T T T
2016 2017 2018 2019

(Plan)
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ESG Assessment /ESG Indexes

Awarded highest ratings for three area from CDP and listed in other major ESG Indexes

- Environmental Assessment
(CDP)

= Only 7 Japanese companies were \
Y CDP listed in Climate A List

for 3 years in a row.

SUPPLIER
ENGAGEMENT .
LEADER Only 4 Japanese companies were

listed in these three Lists. )

CLIMATE WATER
CHANGE SECURITY

(WWEF Japan)

Effective Efforts to Address Climate and Energy Issues : Machinery and Precision Equipment category
First place in the Ranking of Japanese Corporations

Nabtesco has been selected\

- ESG Indexes since 2016
Nabtesco was ranked No.1
H:):\:JIDHES among Ja[IDarwz%sle8companies ' 2018 Constituent
n . S &R
Sustainability Indices<, (in Machinery and_ Electrical ‘ MSCl i | MSUESE
In Collaboration with RobecoSAM o5 Equipment Industry) ) FTSE4GOOd SREETS Hdexee

(Indices adopted by GPIF)

S&P/JPX
_ 2018 Constituent h—k>
MSCI .- - | MSCl Japan ESG T2z
g d Select Leaders Index -
FTSE Blossom
Japan

Nabtesco
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ESG Disclosure

For our ESG information, please access the following websites.

FY2018/12 : Integrated Report
(https://nabtesco.disclosure.site/ja/themes/141)

Corporate Website : CSR

(https://nabtesco.disclosure.site/ja)

CSR

CSR INDEX 3
Nabtesco
Value Report

2018
L

For ESG Investors >

CSR Topics >

Nabtesco Group’s
Approach to CSR >

Road Map for Growth 3>
& Socially Beneficial
= Products and >
Dialogue, Services
Focusing on

Employees’ Growth 3
and Development

Striving for Harmony

FY2018/12 : Important points of this Report

m CEO Dialogue, Dialogue on Governance, Dialogue with Strategic Partner

m Value creation process of Nabtesco Group (explanations)
m Listed essential ESG issues in a systematic manner.

Corporate Website: CSR
m Listed ESG principles, activities and performances.
m ESG data book

Nabtesco

Home » CSR

Nablesco
Value Report

Nabtesco
Value Report

FY Ended
December 31, 2018

oce
For ESG Investors >
MEMBER OF =
Dow Jones a E..;ﬁ
Sustainability Indices
In Caliaboration with RobecoSAM e
Our ESG data is organized into poli ESG data book
= Governance
Governance
N e e e
Male s 7 7 7
Inside Directors Female o L] 0 a
Subtotal -3 F 7
;mﬂf Male 2 2 2 2
Independent Persons
QOutside Female o i i 1
Directors
Subtotal 2 3 3 3
Total 10 10 10 10

Numher nf Frantive Officers-cum-Directors



Value creation process of Nabtesco Group (Integrated Report: P.

Value Creation Process of Nabtesco Group

Qur uniqgue “Stopping it. Moving it.” technology  keeps driving our business globally.

Long-Term Vision Statis in FYHZ0
T -.,11&‘ 1T

We will realize “all stakeholders’ dreams”

Global Partner with Best Solutions

P
External Environment i
Growih opportuniies for each of the businesses for Increased request for management transparency A
wihich we iave rge shares of niche markets # Increzsad demand for the development of 2 govemante spstem ) -
Marks=t trends ot the cortinuows enhancesent of corpomte value
 Domestic and developed mariets: Win orders sadiy ® Eapareion of the seope of dsk managenent and complzeee 228
#Emerging markess: Incezse mders e of gotaistion
Technalagics tends Major risks
# Enginessing nncveron in the mansfactning ndesty ® Eisics pelated 1o She economy and madet trends o Radatiors o tmas with - Customer kasos laundod os tep-dans marked shares. D" perormance tal mees the regassments of oestomee:
'hmnﬂhmﬂmuﬂmmw 'Emw“ummm Jrr— - Trusd |z the maragoment faam and high-scoviag E5G - Erhasosment of pasnersilp weih siakohokders
opportunites 1 contrbute o the sokuton f scta R S e e ety .m;.m&,mh I p iz e
lenges through businesses ® Tisks ralaiee tn large-smle chasten + Halaliors of mat with Conistbuion & tee wokiiin of wela chabngen
:mhamhru;du!‘ﬁum mml uring sites 1 Fisks related o e eowirmoment et 'mdmﬂm Improvasmst of fhe brasd inage theoegh commusity i tha emsimame, sducion and wekara Aokl
® Newdh for e echancement of safety and comfort of wehices Growth epportunities provided by global sodal S—— o
:Mi;mmnéﬂlqwmmmﬂ:wu it f‘c:':' B, e Ammmlm%wwm Capital oifictancy and sxablo romere of prokit that most
Mmads nm‘m neans for the elder !.Bﬂﬂ! urtior achiswemant Sustanable Elm nem A ral Lol p el yean shaicholden, ﬂ'pﬂ'.'.lltl e
dinabiltizs; and ther caregiven Ik {S0Gs} = i, A for PYIDER R Lras 3
-maﬂ-mm saetyfor food and dsdy Payout ratia o FYROIETE S10%
-wms«mmmm / & Croamon ol and Provasion of sakety, comiort and al and
: new procies and 3 ughly compostive producson ul Iy, n‘l!‘;::n Sy
[ | e e
%= <
Provision of safe and comforiabie woriplaces

—  Socuing of heman mesnares who implesmst Foo Mabtesoo
Hau:gmulSuategj | Jlm—i'mmhml'ﬂ.}—mﬁ Wy

i Market Creation ) ( Imalrinm 3 aticmal Excefence

L} =. L =-—-
e

s rganizational capital =md|ﬂmrwmuhnhm¢dmaplulmm:l

nmrr-iwlh.‘hmﬂwnhh B\nnhim

. T} stz for qusitly, costand delvery

Business Model

.w : - & Charxtarsties of oar shasshoidar,.
scknirial ot and machinary . ﬂﬂmh—im
LT %—ﬂ Immmion,

K - o e e,

Torso
and othars. emémcson with of wipplio
Huﬂ'ﬂtcﬂp- angaged in the beminemy :‘Pm .am!. :
| Ciow besior: ko wh e e i 3 s e o pmia f ks

Financial management

Measures to solve ESG Issues

Dy s et
weila

Produchion of dally
ot

*1 GiM: Do e Mata
'!H'.r;nl*m

Measures for Operational Excellence

® Highar ROE and making gmﬁhmrlmnqmthtﬂl
thi vy of polt 1

L1s ‘manageman Famspaeny” and provideg "kl
mﬂ:mdm’ ¥
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Nabtesco

moving it. stopping it.




