Proterial Group’s Response to Climate Change
Disclosure Based on TCFD Recommendations (September 30, 2026)

1. Response to TCFD Recommendations

As countries around the world intensify their efforts to address
climate change in accordance with the Paris Agreement,
the Japanese government announced in October 2020 its
policy goal of reducing emissions of greenhouse gases, as
typified by carbon dioxide (COz), to virtually zero by 2050. In
February 2025, Japan submitted its new nationally determined
contributions (NDCs) for fiscal years 2035 and 2040 to the
United Nations Framework Convention on Climate Change
secretariat. Companies are expected to be more proactive
than ever in their efforts to transition to a decarbonized society.
The Group considers the impact of climate change on its
business as one of the most important management issues,
and we believe that enhanced disclosure of climate-change-
related information is essential to building a relationship of

2. Governance

trust with our stakeholders. Accordingly, in June 2021, we
registered our support of the TCFD* Recommendations, and
in accordance with the TCFD Recommendations, the Group
will continue to enhance our disclosure of information on the
impact of climate change on our business activities. Going
forward, we will also continue to respond to the disclosure
standards of the International Sustainability Standards Board
(ISSB) and the Sustainability Standards Board of Japan (SSBJ).

*The Task Force on Climate-related Financial Disclosures (TCFD) was established
by the Financial Stability Board (FSB) in 2015 in response to requests from the
G20 for climate-related disclosures.

The TCFD published its final report in June 2017, in which it recommends
companies to disclose items related to climate-change-related risks and
opportunities.

In April 2010, the Proterial Group established the Group Basic
Policy on Environmental Preservation to clarify the Group’s
unified approach to environmental management. In June 2021,
we registered our support for the TCFD Recommendations,
and in August of that year, following a report to the Board of
Directors, we established a new environmental policy named
“Aiming for Green Growth While Taking Risk as Opportunity.”
Within our Environmental Promotion Structure, which
includes climate change countermeasures, we have formed
the Group Environmental Committee, which is chaired by the
Environment Executive Officer, and whose executive office
is the Environmental Strategy Department, Manufacturing &
Engineering Division. Activities are promoted in collaboration
with the environmental managers of each business division
and the environmental managers at business sites and
group companies. The Group Environmental Committee is
responsible for developing environment-related regulations,
setting targets for reducing environmental impact, and
confirming that activities are appropriate and effective.

The Group Environmental Committee sets policies and
targets for environmental activities in each fiscal year, and
deliberates and decides on the Environmental Action Plan.
Regarding climate change countermeasures, we have set CO:
emission reduction targets within the Group and are promoting
energy conservation activities and the use of renewable energy
at each manufacturing site based on our Environmental Action
Plan. We also monitor the status of CO2z emission reductions
by regularly compiling energy activity data. The Group
Environmental Committee meets once a year to share the
results of the previous fiscal year’s environmental activities, the
status of numerical targets for the current fiscal year, and major
initiatives to promote continuous improvement of activities.

In addition, the status of efforts toward environmental issues,
including climate change countermeasures, is reported twice
a year to both the Executive Committee and the Board of
Directors, where important issues related to climate change
are also deliberated and decided.

Status of decision-making on important issues related to climate change in fiscal year 2025

Month/Year

Important issues related to climate change

Meeting body

June, August 2025 unit structure)

e Achievement of CDP score B (FY2024)

¢ Results of FY2024 initiatives to reduce CO, emissions and FY2025 initiative policy
e TCFD information disclosure (review of strategic scenarios in line with the business

* Receipt of third-party verification (Scopes 1 and 2, and Scope 3 Category 1)

Executive Committee,
Board of Directors

January 2026
Climate score A-)

e Status of initiatives to reduce CO, emissions in the first half of FY2025
e Information disclosure (TCFD update) and external evaluation (achievement of CDP

Executive Committee,
Board of Directors
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3. Strategy (Scenario Analysis)

A scenario analysis was conducted by the Group to clarify the risks implementation of measures to achieve this goal. Specifically,

and opportunities of the various projected environmental changes we are expanding capital investment in energy conservation, fuel
that future climate change will bring, and to formulate a business conversion, the introduction of renewable energy, and other areas;
strategy to reduce the risks and expand opportunities. Scenario improving manufacturing processes, increasing the use of scrap in
analysis—consisting of the four scenario analysis steps—aims to order to emit less CO2 through raw materials; and developing new
assess (i) financial and business impacts under multiple scenarios suppliers. We are also working to develop and expand sales of
and (ii) resilience of the Group strategy in regard to climate-related various materials and products that contribute to the electrification
risks and opportunities. In order to address risks and opportunities, of automobiles, energy conservation, fuel efficiency, and longer
we have set a goal of reducing CO2 emissions by 38% by fiscal lifespans. We are also striving to improve our production systems
year 2030 compared to the base year of fiscal year 2015 and to account for abnormal weather conditions, while enhancing the
achieving net-zero emissions by 2050, and are promoting the BCP system and refining our action manual for emergencies.

l Assumptions for scenario analysis

We considered policy and regulatory risks and market risks based on the below 2°C and 4°C scenarios, and, as an opportunity,
assessed the market impact of our environmentally friendly products, which are expected to contribute to a decarbonized society.
We also plan to assess the gap with the 1.5°C scenario target and evaluate countermeasures.

Scenarios: Refer to the

“below 2°C scenario” for transition risks and opportunities, and the “4°C scenario” for physical risks.

Target businesses: All 7 business units (domestic and major overseas offices)
Target fiscal year: Impact by 2030

Hl Reference scenario

Classification

Main reference scenario

Below 2°C scenario

e |[EA World Energy Outlook 2021. Sustainable Development Scenario
¢ |PCC RCP2.6

4°C scenario

o |[EA World Energy Outlook 2021. Stated Policies Scenario
¢ |PCC RCP8.5




M Scenario-analysis steps

Step 2

Establish climate-related
scenarios

Step 1

|dentify significant climate-
related risks/opportunities

and set parameters

® On the basis of the information in
Step 1, identify the most relevant
scenarios among the existing
scenarios

® |dentify climate-related risks/
opportunities

® Assess the most significant risks/
opportunities

® Establish climate-related scenarios
(societal vision)

® Set parameters related to the most
significant risks/opportunities

Step 3

Assess the financial impact

of each scenario

® Analyze the financial impact of
each scenario on the basis of
the scenarios identified in Step 2
and the significant climate-related
risks/opportunities and related
parameters identified in Step 1

Step 4

Assess the resilience

of strategies against
climate-related risks and
opportunities and consider
further countermeasures

® Assess the resilience of our strategy
for climate-related risks and
opportunities

® Consider further countermeasures

The following table shows the results of our review of the risks and opportunities posed by climate change.

Content

Classification

Business/financial impact

Our response

Currently, we are working toward
improving energy consumption per unit
of production by 1% or more per year
. by promoting various energy-saving
B e e (D loning and repiacement
regulations on carbon pricing (CP) ) _ ) ) ) introduction pf hugh-efﬁcuency equipment)
including carbon taxes, taxes on ’ |Medium|Medium|Medium| Large |Medium| Small |Medium ind‘ protdugt\vny |mprogement {nelabsures.
P iming to become carbon neutral by
nggzse;Tgnzrlfggxi/n(;onsumptlon, and 2050, we plan to actively promote fuel
’ conversion and the introduction of
renewable energy (i.e., installation of solar
panels) as additional measures to achieve
the 2030 CO, reduction target.
) As for principal raw materials, we will work
Policy/ to strengthen surcharges and cultivate new
regulations suppliers.
From the perspective of life-cycle assessment
(LCA), we will increase the utilization ratio of
scrap (which generates low CO, emissions)
and nurture new suppliers.
Increased risk in procuring raw In the magnetic materials business, we will
materials due to strengthened CP  |Medium| Small |Medium|Medium| Small | Small | Small | continue to develop materials that use fewer
regulations. heavy rare earth elements and heavy rare
earth-free materials and introduce them to
. " the market. In the electric wire business,
Risk Transition we will reduce the amount of copper used
by improving productivity, develop and
commercialize aluminum alloy conductor
cables, and further expand the ratio of
recycled copper.
Increage m operating .COSTS dug When introducing new manufacturing
Eﬁ:;’?ﬁféL'Jrl\gie;:n;?p;;%%\ggr'igg processes, we will examine equipment
Technology processes (electrification Small | Small | Small | Small | Small | Small | Small spegificaﬂons with the aim of reducing
and alternative fuels) to mest Lheelgpi):ctc gfs Efswe new processes on
decarbonization requirements. P 9 ’
. We will promote increased product
Decreased demand for peripheral share by expanding products into other
ggg;ﬁg;grx%gftgtﬁrgzlx%(;rpggrs]tlon applications and expanding §ervices in
of XEVs and decrease in sales Large | Small | Small | Large | Small | Small | Small {/e\z/sporﬂse éo markei cgnt_ra;ctlgn. )
) - e will reduce costs by introducing
23%&?[:;653}/ 2§S£epgltwon with high-efficiency equipment, improving
Market . productivity, and procuring parts locally.
To reduce CO, emissions from
Decrease in sales due to delays in manufacturing processes, we will
;espondlng tc_) CL_Jstomer requests small | Small | Small | Large | Small | Small | Large continue to prompte reductions through
or decarbonization and lost energy conservation and renewable
opportunities to expand new sales. energy, and we will focus on responding
to customer requests for decarbonization.




Classification

Acute and

Content

Decrease in orders and sales
due to delivery delays and other
factors resulting from suspension

Business/financial impact

Our response

We will systematically improve our
production systems in anticipation of

and rising costs resulting from
tighter regulations on CP, etc., and
decarbonization requirements.

Risk Physical chronic of operations and other impacts Small | Small | Small Medium| Small |Medium| Large mrsvrmee\:/e::ﬁ;eévgg;s stem and
caused by natural disasters dus to refine the Ec:;otion manual foyr emergencies
abnormal weather. .
To achieve the 2030 CO, reduction
target, we plan to promote energy-
Increase in sales driven by higher saving measures through fuel conversion
Resource | product value through efficient . . for industrial furnaces and boilers,
efficiency | production and efﬁc%ent use of Small| Small | Small \Medium| Small | Small | Medium introduction of high-efficiency equipment
materials and energy. and waste heat utilization, and actively
promote further introduction of solar
power generation facilities.
Increase in sales driven by We will promote CO, reduction by
nggcrgy‘)f gg{ﬁ:ﬂeeisvsllj%aptllg?ssgl]ection asa Small | Small | Small | Small | Small | Small | Small intr‘odqcing renewable energy and
result of decarbonization efforts. switching to carbon-neutral fuels.
We will promote new orders and
increase market share of target products
by shortening development lead times
and reducing costs of environmentally
friendly products. We will continue to
expand sales of environmentally friendly
products, which are expected to be in
greater demand in the future.
. ¢ Mold materials that provide longer
Opportunity Increase in sales driven by service life
Products/ | accelerated development and . * Aerospace products that contribute to
services | market launch of erﬁ)vironmentally Large| Small | Small | Large | Large | Small | Medium the fug effic’?ency of airplanes
friendly products. ¢ Battery materials (clad products) and
power-semiconductor materials for
use in batteries and other products
e Amorphous alloy (MaDC-A) that
contributes to higher efficiency of
transformers
e Various products for xEVs (high-
performance magnets, SiN, SiC,
magnet wires, automotive electrical
components, etc.)
e Various products for XEVs (high-
Increase in sales driven by the performance magnets, SiN, SiC,
expansion of the XEV market. magnet wires, automotive electrical
Accelerated shift to alternative components, etc.)
Market materials due to procurement risks | Small | Small |Medium| Small | Large | Small |Medium| ¢ \We will continue to develop materials

that use fewer heavy rare earth
elements and heavy rare earth-free
materials and introduce them to the
market.

*xEV: A collective term for electric vehicles (EV), hybrid electric vehicles (HEV), and plug-in hybrid electric vehicles (PHEV).

Definition of business/financial impact assessment
Large: Cost or effect is equal to or greater than 5% of sales of target businesses.
Medium: Cost or effect is equal to at least 1% but less than 5% of sales of target businesses.

Small: Cost or effect is less than 1% of sales of target businesses.

After examining the financial impact assessment regarding risks and opportunities and the responses thereto for each business as
described above, we have determined that our environmental strategy is resilient. We believe we can minimize the risks associated
with climate change, increase corporate value related to contributing to a low-carbon society, and generate growth opportunities by
making group-wide efforts to achieve our 2030 CO:z reduction targets and strategically developing environmentally friendly products
in each business field.




4. Risk Management

The Group has established Enterprise Risk Management
(ERM), under which, in addition to a bottom-up approach,
management (management executives and executive officers)
takes a top-down approach to identify and control cross-
sectional and medium- to long-term risks from a management
perspective. The ERM Committee (ERMC), chaired by the
Chief Risk Control Officer (CRCO), implements ERM processes
such as risk identification, assessment, and prioritization, and
promotes ERM throughout the Group. Risks are classed and
defined as strategic risks, operational risks, and company-
wide risks, and the extracted risks are evaluated on a four-
level scale based on their impact and likelihood of occurrence.

H Risk management structure

A risk map is created based on the assessment results, and
priority risks are selected primarily from the risks positioned

in the “high” zone, taking into account their importance and
urgency, and are managed by implementing countermeasures
and monitoring through the ERMC. Risks related to climate
change and nature identified by the Group Environmental
Committee, corporate departments, and business divisions are
considered risks related to environmental regulations, etc., and
the ERMC monitors them as target risks for ERM, along with
other risks. The ERMC shares the status of risk responses and
related monitoring results, and reports to management.

ERM process

e Conduct monitoring based on
uniform processes and tools

e Conduct high-level monitoring by
the ERMC office in addition to self-
assessment by the risk control
department

Monitoring

Risk counter-
measures

e Address risks based on uniform
standards, processes, and tools

e Focus resources on addressing
high-priority risks based on the risk
assessment in Step 2

e Clarify definitions of risks based
on risk management rules and
thoroughly identify risks by
organizing classifications

STEP 1
Risk
identification

e |dentify and specify cross-
sectional risks from a management
perspective based on management
interviews

Risk
assessment and
prioritization

e Conduct risk assessments based on
risk assessment criteria

e Create a risk map based on the
assessment results and select risks
to prioritize

| ERM structure |

a o Management
* (management executives
) ! and executive officers)
Instructions and support
a Instructions and reports
Chairman (CRCO)
‘ a I Instructions and
reports
Risk control department Requests and reports T

|

Promoting ERM across the entire Proterial Group



5. Metrics and Targets

H About Scopes 1 and 2

The Group has set the Scopes 1 and 2*' targets for CO, emissions as shown in the illustration below. In promoting carbon neutrality,
in addition to our conventional energy-saving activities, we will work on initiatives such as process improvements involving capital
investment, fuel conversion for melting, heating, and other furnaces, development of technologies for using carbon-free fuels, and

introduction of renewable energy.

Target for CO, emissions (whole Group)

2,779 kt-CO, 1,723 kt-CO,
38%
decrease
Carbon
neutral
FY2015 FY2030 FY2050

Reduction of CO, through two measures: energy savi
introduction of renewable energy
CO, reduction by improving productivity efficiency as a ba:

*1 Scope 1: Direct emissions of greenhouse gases by business operators themselves (fuel burning and industrial processes)
Scope 2: Indirect emissions associated with use of electricity, heat, and steam supplied by other companies

Group-wide Scope 1 and 2 results* (kt-COy)
Item FY2023 FY2024 FY2025
Scope 1 234 213 207
Scope 2 828 785 631
Scope 1 and Scope 2 1,062 998 838

*2 Emissions (Scopes 1 and 2) have been verified by a third party.



H About Scope 3

The Company calculated CO, emissions for Scope 3 Categories 1 to 7 and 13 according to “Basic Guidelines on Accounting for
Greenhouse Gas Emissions Throughout the Supply Chain.”

CO, emissions in fiscal year 2025 totaled 1,946 kt-CO,, of which “Category 1: Purchased goods and services” accounted for the
largest share (79.0%).

Group-wide Scope 3 aggregated results

FY2023 FY2024 FY2025
Category Category description Emissions Emissions Emissions
Ratio [% Ratio [% Ratio [%
[kt-CO,] atio [%] [kt-CO,] atio [%] [kt-CO,] atio [%]
Purchased goods and
Category 1*° ) 1,769 83.8 1,499 80.1 1,537 79.0
services
Category 2 Capital goods 115 5.4 113 6.1 129 6.7

Fuel- and energy-related
Category 3 activities not included in 182 8.6 215 11.5 239 12.3
Scope 1 or Scope 2

Upstream transportation
Category 4 petream franspx 21 1.0 22 1.2 23 1.2
and distribution

Waste generated in

Category 5 ) 7 0.4 7 0.4 7 0.3
operations

Category 6 Business travel 3 0.2 3 0.2 3 0.1

Category 7 Employee commuting 11 0.5 9 0.5 8 0.4

Category 13 Downstream leased assets 2 0.1 1 0.1 0 0

Total 2,111 100.0 1,871 100.0 1,946 100.0

*3 Scope 3 Category 1 has been verified by a third party.

Scope of data: Categories 1 to 7 and Category 13.

Calculation method: FY2023: Ministry of the Environment DB3.4 and IDEA database Ver. 3.3 were used.
FY2024: Ministry of the Environment DB3.4 and IDEA database Ver. 3.4 were used.
FY2025: Ministry of the Environment DB3.5 and IDEA database Ver. 3.5 were used.

Scope 3 FY2025 results Category 5: Waste generated in operations Q.3 Category 6: Business travel 0.7

Category 4: Upstream transportation and distribution  1.29% Category 7: Employee commuting 0.4

Category 3: Fuel- and energy-related activities
not included in Scope 1 or Scope 2 12.3q

Category 2: Capital goods  6.7%

1,946
kt-CO, Category 1: Purchased goods and services

79.0%

Hl Management compensation

Our management (management executives and executive officers) compensation is based upon the achievement of annual targets.
From fiscal year 2022, we have added the achievement of the Group’s CO, emissions reduction target to these indicators as an
evaluation item for climate-change response.

M Internal carbon price

To promote CO, reduction, we have added the concept of “internal carbon pricing” to our internal regulations related to capital
investment. In detail, we set a carbon price (8,000 yen/t-CO,) based on the total amount of CO, emissions after capital investment,
and the effect of the CO, reduction of the capital investment is calculated as profit. The concept has been implemented since
October 2021, and as a result of the carbon price review, we have decided to maintain the price with reference to market carbon
prices, renewable energy prices, carbon taxes, or renewable energy surcharges in Japan and overseas. We will continue to review
the carbon price periodically.



