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Message from the Chairman

The business environment is drastically changing. It is time companies had the courage and readiness to change with it. It is
time to create new businesses that go beyond the current way. How can values be transformed, and how should the reason
for existence be established as a company? We asked Chairman of the Board Shinichi Odo for his thoughts.

The NGK SPARK PLUG Group, since its founding in 1936, has
embraced the challenge of developing various technologies in
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History of Value Creation

Timeline from Morimura Gumi to
NGK SPARK PLUG

The origin of the Morimura Group, the foremost ceramics conglomerate
in Japan, dates back to 1876, when the Morimura brothers, Ichizaemon
and Toyo, founded Morimura Gumi** to launch a pioneering foreign trade
business in the country.

The Group’s involvement in the ceramics industry began in 1904,
when the founders of Morimura Gumi formed Nippon Toki Gomei

Kaisha*?, from which the sanitary ware division and insulator division










Financial Highlights

Earnings per share increased year on year due to an increase in the profit
attributable to owners of the parent.

The basic policy of the dividend payout ratio is 40% as stated in the
Medium-term Management Plan. In addition, the dividend amount is
linked to the profit attributable to owners of the parent, excluding
temporary gains and losses, which are generated separately from ordinary
business activities. As a result, the full-year cash dividend increased by 42
yen year on year to 102 yen per share in FY2021.

Non-financial Highlights

We are promoting the diversity of management personnel, including
women. As a priority issue, we have set a target of increasing the
percentage of women, foreign nationals and mid-career employees in






We have completed the first year of our Medium-term Management Plan, which began in April 2021. Under the
slogan, “Break to change. Change to create,” what changes have we carried out toward the transformation of our
business portfolio? Representative Director, President Takeshi Kawai talks about the new challenges that have
emerged as we move forward.

Over its history of more than 80 years, NGK SPARK PLUG has
grown against the backdrop of
economic development in Japan
and overseas by improving and
advancing its products used in
internal combustion engines
(ICEs), such as spark plugs and
sensors. However, technological
innovations such as electric
vehicles (EVs) are rapidly
progressing in the automobile
industry amid accelerating efforts
around the world to achieve
carbon neutrality (decarbonized
society) by 2050. The automobile
industry is hurtling into an era in
which we will need to embrace
challenges that surpass
conventional commonsense and
imagination.

In the face of these changes in
the business environment, we
have been working hard to further
strengthen our current businesses,
createf ourbbat changeCbusvh
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oxide fuel cell (SOFC) business began mass production in
FY2020. We are building a structure that can generate profits for
the non-ICE business as a whole.

Based on these results, our FY2022 full-year plan forecasts
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Priority Issues (Materiality)



















Medium-term Management Plan

In our Medium-term Management Plan, we will work on zero-based reforms to achieve our 2040 Vision and the 2030 Long-

term Management Plan “NITTOKU BX,” which will be the milestone for the vision. Here we explain the overview.

We aim to achieve revenue



We newly established the Business Transformation Division in order to judge as to whether to continue or withdraw from an unprofitable business.
The Business Transformation Division formulates and implements plans for the “business revitalization” of an unprofitable business or “withdrawal or
business sale, etc.” In the event that a company comes under the organization of the Business Transformation Division, a revitalizationofi-Il beor






Business Strategy

The importance of tackling climate change has increased
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With the new high-speed telecommunications standard (5G)
proliferating and lifestyles changing as a result of the impact






Progress of New Business Creation and Future Prospects

We will contribute to the
harmonious coexistence
of humans, the Earth,
and the universe

Toru Matsui

Representative Director, Member of the
Board, Executive Vice President, Assistant
to President

Mirai Creation M&A Dept., R&D Div., and
Business Creation Company

Future vision of new business creation
What should our new business creation look like as we look
toward our 2040 Vision, which defines “changing drastically
beyond the current way” as our future direction? Discussions
were held to create a stronger and more concrete image of our
business in 2040 and to draw a roadmap toward this vision. The
task force team members thought freely from perspectives not
bound by conventional frameworks, and through repeated












Message from the Sustainability Officer

We will promote

Hiroyuki Maeda

Executive Officer



CSR and Sustainability Committee

In June 2022, the General Meeting of Shareholders approved a change in the
design of our organization to clarify the separation of management and execution,



Review of Materiality Activities

We have identi ed eight priority issues (materiality) to be addressed in order to realize a sustainable society.









In our Long-term Management Plan “NITTOKU BX,” we have set “Beyond ceramics, eXceeding imagination” as our vision for 2040. The
core message of this vision is to be a company that coexists with a diverse range of human resources with aspirations. We are not only
concerned with “What ceramics can do,” but also with the acquisition and development of diverse and autonomous employees as a



Employee skill enhancement and career development

We conduct a variety of training programs to improve the skills of our employees. In addition to level-specific training for promotion and
specialized training participated voluntarily by employees to improve their own skills, we also offer a variety of programs such as training
for manufacturing, which focuses on quality and other areas, to support employees’ career development.

In addition, we have a career consultation helpline where employees can consult with us about their daily work and career
concerns. Employees certified as career consultants provide one-on-one counseling to employees who visit the counter to discuss their
overall career concerns and work-related issues. The career consultants do not provide solutions but instead help the questioners find
answers for themselves.

We are also working on My Career, a framework to help employees envision their future careers and think about the approach they
want to take. This clarifies each employee’s Will (what kind of work he or she wants to do) and Can (what kind of work he or she is
capable of doing). It is an opportunity for each employee to think about his or her own career, and if it is possible to match the indicated
Will with the human resources being recruited at each company, we will consider arranging transfers and other measures.



Diversity, equity, and inclusion (DE&I)

We consider diversity, equity, and inclusion to be one of our most important management strategies as we believe that diversity,
equity, and inclusion are essential for companies to attain sound growth and ensure happiness for all employees. We strive to
recognize and accept diverse human resources regardless of gender, age, disability, nationality, as well as lifestyle and personality,
and to provide each with the best support and opportunities in a fair manner. We utilize new values and ideas coming from an
employee-friendly workplace that accepts such people by combining different “knowledge.”™

*Combining different “knowledge” means combining human resources with different attributes, values or ideas.

High level of
distrust
Communication
errors

Gap in stress
levels



To improve productivity and develop self-disciplined human resources, we have formulated Work Style Reform Declaration
based on two pillars: promoting comfortable remote work and creating new value with tools responding to change.

We are working to put in place a remote access environment and introduce a telephone extension system even available
for employees working remotely or on business trips to realize the work style reforms.

We are also promoting the creation of working environment where employees can more easily work remotely by



Outside Directors’ Roundtable Discussion

What developments have you seen with regard to the
challenges in evaluating the effectiveness of the Board
of Directors in the previous year?

Otaki Regarding fulfilment of the supervisory function in light of
the introduction of the in-house company system, which was



Outside Directors’ Roundtable Discussion

that leads to sustainable growth. On the other hand, as an
outside director, | would like to focus not only on immediate
profits, but also on what kind of technological solutions can be
developed to become carbon neutral and contribute to society. If
we do not change our business portfolio assuming carbon
neutrality, we will not be able to survive as a company that can
win in the global market. From this perspective, it will be
necessary to emphasize carbon neutrality and encourage efforts
to achieve it.

What were the changes resulting from the transition to
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Corporate Governance

I Directors s of uly 1, 2022)

April 1987: Joined our company
February 2011: General Manager of Sensor Engineering Dept. Il, Sensor Div.,



Corporate Governance

Executive Officer

Noboru Ishida

Energy Conversion Business Development
President of CECYLLS Co., Ltd.

Executive Officer
Kenji Isobe

Financial Strategy, Business Management, and Human
Resources Strategy Depts., Global Strategy Div.

FP & A Company, Business Support Company, HR
Communication Company

Company President FP & A Company, Secretarial Dept.
President of NGK SPARK PLUGS (U.S.A.) HOLDING, INC.

Executive Officer
Hiroyuki Maeda

Corporate Strategy and Sustainability Strategy Depts.,
Global Strategy Div.

Business Transformation Div., Machining Technology
Company

Overall management of all businesses

Corporate Officer
Shigeki Mori

Energy Conversion Business Development Dept.

Executive Officer

Kazunobu Hasegawa

Regional President China
President of NGK SPARK PLUG (SHANGHAI) CO., LTD.
President of NGK SPARK PLUG (SHANGHAI) TRADING CO., LTD.
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Executive Officers and Corporate Officers who are not directors
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Corporate Governance

In line with the corporate philosophy expressed in the slogan, “With established trust and confidence inside and outside the
company, we aim to contribute to the peoples of the world by creating and putting at their proposal new values for the future,”
we are enhancing the corporate governance system that we built to foster business management that will increase our
corporate value on a medium- to long-term basis. Our basic philosophy on corporate governance is to promote fair and highly
transparent management for our stakeholders, including shareholders, customers, suppliers, employees and local
communities, and build relationships of trust with them, and to operate and further improve our management and internal
control systems to achieve sustain systd bTo ach-d hi furng-term ffurngficient and sound management.

With regard to “performance of supervisory functions in light of the introduction of a company system,” one of the issues
identified ti furng-termthe evaluation of ffurngfectiveness in FY2020, a company system was introduced in April 2021 for the purpose of
clarifying the responsibilities and authority of business execution divisions and facilitating flexisystdecision making, and based on
the opinions of the outside directors, the Board of Directors verified whether the expected ffurngfects have been achieved and
confirmed tiat it will continue to perform periodic verification. With regard to “reinforcement of monitoring functions for non-
financial management indicators,” non-confirmed i managemsemsemsemsems emsemsemsemrformance oinekd ttomckcompaenstion oromgrar






Corporate Governance Information Security

Establishment of the Audit and Supervisory Committee Office

To support the execution of duties by the Audit and Supervisory Committee, the Audit and Supervisory Committee Office was
established, and four employees were assigned to the office full-time. These employees receive instruction from the Audit and
Supervisory Committee members, liaise and coordinate internally, and gather and provide the necessary information. The Audit and
Supervisory Committee Office works under the supervision and direction of the Audit and Supervisory Committee and their
independence in relation to supervision and direction from directors (excluding directors who are Audit and Supervisory Committee



Risk management

We adapt from a global viewpoint to changes in the management environment surrounding our group and to the
diversification of risks and will foster risk management to reduce or avoid the loss of managerial resources, thereby
improving our corporate value.

e We identify the risks that might hamper the achievement of our management targets from a global and long-term viewpoint and strive to
prevent the actualization of these risks in a planned and organization-based manner.
°



Compliance

With recognition that our company is a member of society, we enhance corporate ethics and understand the spirit and





















