\Orchestrating a brighter world N EC

ANNUAL RE 0

NEC Networks & System Integration Corporation

3-9-14 Shibaura, Minato-ku, Tokyo 108-8515, Japan

Telephone: +81-3-4212-1000 NEC Networks & System Integratio
Website: http://www.nesic.co.jp/english/ 231100400-EI-00



Our Vision

NEC Networks & System Integration S u St a i n a b le
Corporation Group Statement Sy m p h o n i C S o C i e ty

The NEC Networks & System Integration Corporation Group
enables communities throughout the world to enjoy a safe,
secure, and plentiful tomorrow by continually facilitating more
welcoming and convenient communications, and supporting

NEC Networks & System Integration Corporation (NESIC) is
a connected society, from the floor of the ocean to the far

reaches of outer space, with proven technologies and reliable engaged in its medium-term management plan Shift up
services cultivated over many years. 2024, concluding in the fiscal year ending March 2025.
We will form even stronger relationships with our customers

and evolve our business model by continuing to advance our

Corporate Message transformation while working toward the realization of
. ’ ° 0. . digital transformation (DX) x Beyond 5G.
Re-designing your Communication
% 0@ $ In these ways,
The NEC Networks & System Integration Corporation Group we Wi " CcO nti nue to Strive to

Statement and Corporate Message were crafted based on
the NEC Way with discussions involving all employees.

create new value for society.
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Supplemental Information for Annual Report 2023

The following supplemental information for Annual Report 2023 is available on NESIC's corporate website.

Item

Sustainability-Related Information
(ESG Information)

Web

The NESIC Group’s Sustainability
https://www.nesic.co.jp/english/sustainability/

- Environment
https://www.nesic.co.jp/english/sustainability/environment/

- Social
https://www.nesic.co.jp/english/sustainability/social/

- Governance
https://www.nesic.co.jp/english/sustainability/governance/

Investor Relations

https:/www.nesic.co.jp/english/ir/index.html

About Us

https://www.nesic.co.jp/english/corporate/index.html

Editorial Policy

Since 2016, NESIC has been publishing its Annual Report in the format of an inte-
grated report to provide readers with a wide range of information on its business
activities, including the medium-term management plan and other business strategies
aimed at creating social value and achieving medium- to long-term growth as well as
its measures for realizing these strategies.

In Annual Report 2023, we show how we are continuing to create new value by
working toward the realization of digital transformation (DX) x Beyond 5G. At the same
time, we are forming even stronger relationships with our customers and evolving our
business model to realize our vision of a “Sustainable Symphonic Society,” as set out
in the medium-term management plan Shift up 2024.

To enable all of our readers to gain a better understanding of the Group’s activities,
we at NESIC strive to provide highly valuable information by engaging in dialogue with
investors and other stakeholders and constantly improving the content based on the
feedback we receive as a result. We greatly appreciate your opinions and suggestions
after reading this report.

Period Covered
April 1,2022 to March 31, 2023 (Certain information related to the period following
that noted above is also included.)

Scope of Report
NEC Networks & System Integration Corporation and consolidated subsidiaries

Guidelines

@ IFRS Foundation (Integrated Reporting Framework)
@ Global Reporting Initiative (GRI Standard)

@ |IFRS Foundation (Materiality Map)

@ 1SO 26000 (Guidance on social responsibility)

@® Guidance for Collaborative Value Creation 2.0

Issue Date
November 2023

Contact
@ Investor Relations
Responsible department: IR Group of the Corporate Finance & Controller Division

@ Sustainability-Related Information
Responsible department: Corporate Strategy Planning Division

Disclaimer

This report contains forecasts, outlooks, targets, plans, and other forward-looking
statements concerning the business performance, financial condition, and other
aspects of the management of the NEC Networks & System Integration Corporation
Group. These forward-looking statements are based on information NEC Networks &
System Integration Corporation had as of the time this report was prepared and on
certain premises judged to be reasonable. These judgments and premises, by their
nature, are subjective and characterized by uncertainty. Furthermore, forward-looking
statements are not guarantees of future results and actual performance could be
greatly affected by various factors.

Note: Company names, product names, and logos contained this report are the
trademarks or registered trademarks of the respective companies.
Note: Department names and job titles are accurate as of September 30, 2023.

Regarding the Cover of Annual Report 2023
Based on the medium-term management plan Shift up 2024, NESIC aims to realize a
sustainable society with prosperity that resonates for all, in other words, a
“Sustainable Symphonic Society,” together with customers.

The cover page design reflects the concept of establishing and deepening “creation
in harmony” relationships with customers and society, shifting from individual co-
creation to the generation of unique value through mutual resonance.

ot NEC
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Our Connection to Daily Life

NESIC Contributes to a Safe, Secure, and Plentiful
in Various Contexts of Daily Life.

Tomorrow

EX Broadcasting

Construction, operation,
and maintenance of TV
broadcasting facilities,
relay stations, and studio,
facilities, as well as
installation of fiber-optic
cable for cutting-edge 4K
and 8K broadcasting

B Mobile Communications

Network

Overall network support
indispensable for daily
communication via smart-
phone and flip phone, from
installation of mobile base
stations to system integra-
tion of core networks
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1 Workstyle Innovation

Creation of an environment that allows people to work
from any location, such as home or satellite offices,
through the combination of physical and digital spaces by
bringing together various cloud-based tools and applying
cutting-edge technologies. Establishment of a venue that
enables people to co-create as a team by transcending
organizational and corporate boundaries and a way of
working that generates innovation by resolving issues of
communication, management, and administrative tasks

I Firefighting &
Ambulance

Railways & Roads

Support for public trans-
portation by constructing
and maintaining telecom-
munications networks
and other systems for
railway and highway
traffic control

Construction of command
systems and radio sys-
tems enabling rapid
responses to emergency
calls, and provision of
multilingual call center
services

El Airports

Visual Docking Guidance
Systems (VDGS), air
traffic control systems,
security systems, airport
information, and a broad
array of other services

1 Hotels

Comprehensive hotel
solutions such as tele-
phones and switching
equipment, room manage-
ment systems, and sys-
tems for providing guests
with information

] Disaster Prevention

Support for living in safety
and with peace of mind
through creation of disas-
ter prevention communica-
tion systems that provide
information at times of
emergency and support for
decision-making by central-
izing various infrastructure
information

K shops &
Public Facilities

Creation of convenient
user environments for
customers including Wi-Fi
and local 5G, information
distribution systems, and
value-added video
services

Oceans

Installation of submarine cables
that support international com-
munication and development
and construction of submarine
seismometers that quickly
acquire information on earth-
quakes. Also, installation of
power lines for offshore wind
power that utilize NESIC’s knowl-
edge of laying submarine cables

Plants

Achievement of smart
factories by improving
processes that aim to
enhance production
efficiency, such as optimi-
zation of products and
employees through utiliza-
tion of DX at manufactur-
ing sites, including plants

B Network Total
Operation Centers

24/7 customer network
support ranging from
security monitoring to
network operation

[El space

Wide-ranging support of
space development, from
ground stations to com-
munication with and
operational control of
artificial satellites and
spacecraft, and the
environmental observa-
tion it enables

to schools

[P Local Governments & Education

Provision of networks to local govern-
ments that help realize safe and secure
lifestyles by providing residential pro-
tecting services and energy manage-
ment systems. Provision of rewarding
workplace environments to government
employees and ICT and online classes

I comprehensive
Technical Centers

Comprehensive technical
services ranging from
evaluation to Sl of new
technology to mainte-
nance and repair that

run 24/7

EE| Primary Industry

Support for the transformation of
business models in agriculture, forestry,
fisheries, and other primary industries
by means of digital technology, such

as by promoting the safe and secure
production of high-quality salmon
through digital transformation of the
aquaculture industry using the latest ICT

Data Centers

Keeping of customers’
ICT assets in secure,
robust environments, and
provision of wide-ranging
operation, outsourcing,
and cloud services

B contact Centers

ICT system failure
response, help desk, and
other support services for
customer system adminis-
trators and system users,
and interpretation services
in multiple languages

l: NESIC's service platform
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Message from the President
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Yushi Ushijima

President and Chief Executive Officer (CEO)

N

We will transform

signs of change into

our true strength
and create a solid
spiral-shaped path
to growth.

¥ Destruction, Reconstitution, and
New Establishment

Thoughts on My Appointment

When | was appointed President in 2017, what

| wanted to change most was our conventional
awareness of growth—aiming higher, with past
and current NESIC as our standard. This aware-
ness was born from the impact of NESIC's history
as a company that is began as being responsible
for part of the NEC Group'’s functions their system
construction business. However, to become a
strong and attractive company, we must not be
satisfied with merely going beyond the NESIC of
today but fight for the position NESIC should take
within the industry in the future. This is fully pos-
sible if we utilize our distinctive management
resources. With such conviction, | have chosen
reconstitution—the creation of a new NESIC—

as a major theme.

In the first stage of this target, under the previ-
ous medium-term management plan Beyond
Borders 2021, we began by destroying and going
beyond the barrier of preconceived notions about
markets, technology, organization, performance,
and other factors. To achieve this, we tried to
change everything except our value of “contribut-
ing to the betterment of society through commu-
nications technology,” which has been passed
down since NESIC's foundation. In anticipation
of the borderless digital and 5G era, which
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eliminates such barriers as nationality and type
of industry, we have significantly transformed our
organization, resource allocation, and business
model by establishing a platform for providing
new services. Although slow, awareness within
NESIC has begun to change over the three years
of this plan, and has been reflected in our
performance.

Vision for Society—
Sustainable Symphonic Society

We have adopted “Sustainable Symphonic
Society,” the realization of a sustainable society
with prosperity that resonates for all, as our
vision for society in 2030. We will contribute to
society through NESIC's distinctive features, new
digital transformation (DX) technologies, and the
communication technologies that have been our
mainstay since our foundation, to resolve various
social issues, including a declining and aging
population and its accompanying effect on work-
forces and rural areas, and environmental prob-
lems. During the three years of the previous
medium-term management plan, utilization of
digital technologies advanced suddenly with the
impact of the COVID-19 pandemic, digital literacy
in society improved, next-generation networks
including 5G progressed significantly, and the

potential to resolve social issues through
technology greatly expanded. NESIC’s vision is to
become a communication services orchestrator.
As such, we hope to enhance the added value of
services we provide, shift the relationship with
our customers and society from individual
co-creation to mutual resonance through co-
creation, and stemming from this resonance
deepen our “creation in harmony” relationships
that realizes the resolution of new and complex
issues and unique value creation.

Second Stage: Shift up 2024

To realize this vision, we must not simply con-
tinue on from previous initiatives, but switch to a
higher gear and strongly advance the application
and expansion phases for the diverse digital and
5G knowledge and expertise that we have accu-
mulated through trial and error to date. With this
in mind, we decided to name the current medium-
term management plan Shift up 2024.

The continuous advancement of our business
model is of paramount importance to this plan.
In the previous medium-term management plan,
we integrated the Symphonict brand under our DX
strategy. At the core of this strategy, we launched
our own multi-cloud platform and developed a
system for quickly introducing and creating new

digital and 5G-related technology and services,
such as those from startup companies in the
United States. Furthermore, we formulated a
co-creation and self-implementation business
model that attempts to resolve issues through
application rooted in the front lines together with
customers to ensure that these technologies are
easy to use.

During the current plan, we will evolve this into
a spiral-type business model that generates
growth through a cycle in which we incorporate
consultation into the business model, apply and
operate with customers, and suggest the next
issue we have recognized via this process before
it arises.

Our self-implementation and site-specific
consultations are carried out from the same
standpoint as the customer, significantly differing
from other consulting companies. We aim to
leverage this strength to establish recurring
“creation in harmony” relationships as strategic
long-term partner for our customers.

¥ Progress of Shift up 2024

Progress in the First Year

The first year of the medium-term management
plan, the fiscal year ended March 31, 2023, faced
major issues, where net sales and income were
below targets set at the beginning of the fiscal
year. This was mainly because of increases in the
lead time to point of sale due to impact of contin-
ued semiconductor and component shortages,
and steep procurement costs for overseas prod-
ucts due to the sharp depreciation of the yen. On
reflection, our response was insufficient. We were
unable to increase the speed of growth, because
of the time it took to deal with these issues,
resulting in an inability to absorb cost increases
in advance as the primary factor. In particular,

in terms of profitability, the gross profit margin
has remained almost flat since the fiscal year
ended March 31, 2022, which | believe is an
urgent issue.

Meanwhile, we also saw results related to
top-line expansion, such as orders received
exceeding the previous record. This is partly
because we have steadily captured the continued
strong demand for DX, mainly general

corporations and public offices, but also due to
an increase in customers with whom we can
create relationships as a recurring strategic part-
ner. In actuality, we were able to increase the
number of major regular customers who conduct
large transactions annually by 5% compared with
the previous fiscal year. In other words, while |
understand that the spiral-type growth model that
is the aim of the current medium-term manage-
ment plan has not yet led to the enhanced profit-
ability that this model targets, as the first step,
the spiral has steadily begun to turn and this has
started to appear in the figures.

Initiatives for Establishment of
Offering-Type Model

In the fiscal year ended March 31, 2023, we
focused on developing an offering-type model
within our spiral-type growth model. NESIC is not
a company that develops systems from scratch.
We are quick to identify outstanding new ser-
vices, develop them into easy-to-use services
through knowledge gained during self-
implementation, and provide them to customers.
The sense of speed is an asset based on co-
creation and self-implementation and is acceler-
ated by the offering-type model. Taking the
knowledge of customer issues and operational
processes gained from NESIC's wide-ranging
customer base as a starting point, combining it
with unique expertise based on self-implementa-
tion such as in areas including workstyle innova-
tion, and packaging it as an optimal DX service
that cover areas from proposing concepts to their
application and operation, we will be able to
quickly provide high-value-added services to even
more customers and further commit to the path
of our spiral-type growth model.

This offering-type model is designed with an
awareness of themes that are based on contrib-
uting to solving social issues from a customer
issue-driven perspective. We have already
developed themes such as reforms to business
structure through measures including workstyle
innovation and business process outsourcing
(BPO), next-generation disaster countermeasures,
the Digital Garden City Nation concept, and the
creation of an energy system aimed at carbon
neutrality. These are areas that leverage NESIC's
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accumulated knowledge and expertise and will
contribute to the achievement of three materiality
issues by 2030: create work environments in
which everyone can take initiative, develop pleas-
ant and plentiful communities with cutting-edge
technologies, and provide robust services that
underpin safety and security in evolving society.
We strive not only for business growth from an
economic standpoint but also with a sharp focus
on a Sustainable Symphonic Society, our vision
for society beyond that.

Toward the Achievement of the
Medium-Term Management Plan

I have positioned the fiscal year ending March 31,
2024 as important to make up for delays in the
first year regarding the achievement of targets
from our medium-term management plan. The
key to achieving this is increasing the implemen-
tation speed of our offering-type model, which
has progressed in development, for customers.
In April 2023, the Business Design Operations
Unit, which was launched as a new service-
creation function under the previous medium-
term management plan, was integrated into each
business unit, with a focus on the DX Solutions
Business Unit. By transferring awareness and
resources away from service development and
toward further market expansion, we will acceler-
ate the rotation of our spiral-shaped model, which
has just begun to turn, and increase the value
provided by the second or third rotation.
Regarding next-generation networks, the infra-
structure side supporting growth strategies,
capital investment by telecommunications carri-
ers has been more restrained than expected. The
realization of a local 5G market is said to be
lagging almost two years behind initial estimates
due to factors including delays in the populariza-
tion of 5G terminals. However, we are, without a
doubt, currently realizing various utilization meth-
ods. We are unwavering in our approach to pre-
paring for the largest market segments in the
future, such as reinforcing initiatives in infra-
structure areas that require robustness, and are
expected to be at the forefront of these markets
through various demonstrations. Delays in the
next-generation network domain are expected to
be covered by active areas of social

infrastructure, such as a submarine communica-
tions network for the increasing volume of inter-
national communications, and space and radio
wave projects in line with themes including civil
utilization and national security.

While the external environment, such as the
international situation, is certainly not in a posi-
tive state, we have passed the peak of issues
such as shortages in semiconductors and com-
ponents and sudden exchange rate fluctuations
that impacted performance in the fiscal year
ended March 31, 2023. New focus markets,
such as community development and offshore
wind power, are areas that will expand in the
future, and the number of backlogged orders has
significantly increased as a result of longer sales
lead times. We will utilize our results to date and
enter the final year of Shift up 2024 in an acceler-
ated state.

¥ Human Resource Strategies

As stated in last year’s annual report, we have
deeply ingrained the stance of meeting custom-
ers’ needs and exceeding their expectations,
which stems from our long history in infrastruc-
ture development. It is vital that we change our
attitude to one that anticipates and understands
social and customer issues, proactively making
proposals for solutions, which is the key to
ensuring the spiral-type growth model is truly
functional. To date, employees have been very
responsive to changes as we tear down and
overcome various barriers, and | hope they

will “shift up” their learning and experience
related to knowledge and technical skills to

a higher level and further build the strength

to remain steadfast.

A shared awareness of our vision for the future
is crucial to this goal. To realize a Sustainable
Symphonic Society in 2030 and become a
communication services orchestrator, we are
advancing dialogues to ensure that each person
understands what must be done. Under the cur-
rent medium-term management plan, we have
adopted human resource development targets
which are the key to rotating the spiral, but it is
important that we do not impost these targets on
employees. Instead, we must integrate them with
motivation and a positive attitude with a smile

on their faces. As we entered fiscal year ending
March 31, 2024, | reinforced the creation of
opportunities to visit each site, hold direct talks
with each employee, and eliminate doubt with
regard to aims and careers. As our business is
based in communication, so should all our mea-
sures, not just human resource strategies. By fur-
ther utilizing DX, we can see the correlation
between factors such as engagement and pro-
ductivity. We must review everyday operations
and advance labor-saving measures to ensure
employees do not endure an unnecessary burden
and that we become a lean and durable company.
We will move forward, transforming dialogues
and mutual understanding across organizations
and positions into the driving force for change.

¥in Closing

We are working to shape the various innovations
to date into a new NESIC. The in-house key
phrase | chose for this year is “Be Stronger.”

Our business has been steadily changed through
destruction and reconstitution. Now, with other
system integrators in our sights, we recognize
ourselves in a position to face them head-on as
a competitor. We will continue moving forward,

expanding our awareness outward, enhancing
the individual skills of each employee to be
capable of even higher-quality engagement
while thoroughly focusing on areas where we
can leverage our strengths and develop our
businesses. | hope that all our stakeholders will
continue to aid us in creating an even stronger
foundation through multilateral dialogues that
go beyond the status of strategies and progress
to date, getting to the core of our culture and
approach. | would like to ask for our continued
support going forward.

Dsho Yohiy iy

President and Chief Executive Officer (CEO)
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Outside Director Dialogue

Outside directors Michiko Ashizawa and Mamoru Yoshida reflected on the first year of the medium-term
management plan Shift up 2024 and candidly shared opinions with a focus on issues faced by NESIC.

Michiko Ashizawa

Outside Director

October 1996: Joined International Department, Century Audit Corporation
(currently KPMG AZSA LLC)
* Resigned in May 2001

September 2003: Joined Industrial Revitalization Corporation of Japan
* Resigned in January 2006

February 2006:  Joined Advantage Partners LLP (currently Advantage Partners, Inc.)
* Resigned in January 2007

April 2013: Associate professor in Faculty of Liberal Arts (currently the School of
Economics and Business Administration) at Yokohama City
University (retired in August 2023)
Associate Professor in Graduate School of International
Management at Yokohama City University (retired in August 2023)

June 2018: Outside director of the Company (present position)

September 2023: Associate professor in Graduate School of Business Administration,
Keio Business School, at Keio University (present position)
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Mamoru Yoshida

Outside Director

April 2009:

April 2012:

April 2013:

April 2015:

June 2015:

June 2016:

June 2020:

Officer, Panasonic Corporation vice president,

Panasonic AVC Networks Company, in charge of Consumer Business
Director, managing executive officer, Panasonic Corporation President,
Panasonic AVC Networks Company

Director, managing executive officer, chief technology officer (CTO),
Panasonic Corporation

Director, managing executive officer,

Panasonic Corporation senior vice president,

Appliances Company; president, Air-con Company, in charge of TV Business
Managing executive officer, Panasonic Corporation senior vice president,
Appliances Company; president, Air-con Company, in charge of TV Business
Senior audit & supervisory board member, Panasonic Corporation

(resigned in June 2020)

Outside director of the Company (present position)

Evaluation of the First Year of Shift up 2024

Ashizawa: Leadership was put to the test amid a harsh
external environment that has included global component
shortages, a depreciating yen, and various cost increases.
Within the Company as well, numerous issues have also
emerged on the theme of effectiveness, such as the per-
meation of a spiral-type growth model, development of
consulting personnel, and balance of new and existing
businesses. To put it another way, | feel that it was a year
that brought light to essential topics we need to focus on
to become even stronger for future growth.

Yoshida: | feel exactly the same way. We saw significant
results from initiatives under the previous medium-term
management plan accompanying the environmental
changes resulting from COVID-19. The current medium-
term management plan sets out ambitious targets in line
with this trend, and as society as a whole moves on to the
next phase, | believe that our internal issues are becom-
ing apparent. This was a period where we could recon-
sider and clarify issues, such as whether we can balance
management of existing customers and new customers,
whether we are truly creating value provided to customers,
and what we are aiming for with consulting personnel.

Ashizawa: Currently, NESIC is challenging itself daily to
be able to propose a path to value creation for customers
based on data accumulated through DX. While the kind of
value we create is important, it is difficult to suddenly
change conventional methods. Therefore, self-implemen-
tation, which we have excelled at to date, has become
vital. NESIC also has an ingrained culture, has making
further digitalization and value creation no simple feat. By
trying it out ourselves, we can make good proposals that
bring us closer to customers. Both the front lines and
management are searching for solutions, but we have yet
to see a winning formula. It is necessary to coordinate
effectively within the organization. However, the speed at

| hope in freely sharing my experiences
to be part of NESIC’s transformation
and of its greater strength.

which we operate remains a major issue, since global
trends move quickly.

Yoshida: When considering our vision for 2030, | feel that
we have not done enough to formulate a road map and
clarify issues to address to achieve it.

While NESIC has been able to improve operational effi-
ciency through DX solutions, | think that our customers also
worry about what kind of vision they should aim for and
what kind of outcomes they are aiming to achieve beyond
that point. | hope that we can work with our customers to
develop and propose a road map for the future, leading to
solutions through co-creation and implementation.

Ashizawa: Enhancing our ability to formulate a road map is
difficult. What kind of approaches have you considered?

Yoshida: First, it is important to set ambitious goals. To
realize this, it is vital that we move forward and signifi-
cantly change our perspective. We must approach this
from two angles: the front lines improving their daily
activities and top management pushing for significant
reforms of Groupwide issues. For this reason, we need to
separate problems that are extensions of existing ones
and the essential road map from a medium- to long-term
perspective. The reason for this is that NESIC's challenge
is developing a road map from a reformative viewpoint.

Ashizawa: | am making efforts to have discussions with
the younger generation of employees. They have only
been in the workforce for a short amount of time and see
various issues from an unconventional perspective. | also
understand their motivation to grow personally and con-
tribute to society. Since they also have high digital lit-
eracy, | think there is room to devise ways to improve the
organizational structure, such as creating a forum for
discussion with less hierarchy. The ideal form of manage-
ment is absorbing the opinions of various generations
when making reforms to improve corporate value and
making reforms.




.

Yoshida: Young people are used to digital technology and
generate ideas flexibly. Since the analog generation also
has value in experience, it is good to integrate the best
approaches and methods from each side and utilize them
in the formulation of an essential road map. However, it is
difficult for the front lines to deny current circumstances,
implement, and communicate the development of a road
map in a reformative manner themselves, so that is the
role of top management, led by President Ushijima. To
date, they have been communicating with an awareness
of this issue and have been striving to address it, but
there is an expectation for even stronger leadership.

Ashizawa: In terms of difficulty, there are differences in
business characteristics. The DX Solutions Business Unit
and the former Business Design Operations Unit are orga-
nizations that focus on rapidly evolving technology, so the
technology handled and organization itself must be highly
flexible. Many of the customers for the Environmental &
Social Solutions Business Unit and Network Solutions
Business Unit are national and local governments and
social infrastructure providers, and are required to pro-
vide highly reliable and durable networks. The difficulty of
balancing the business characteristics of each unit with
culture and management is significant. Since synergy
between businesses is NESIC’s biggest strength, it is
necessary to thoroughly discuss our core strength of
generating this synergy and what value it provides.

Yoshida: The next step is the need to develop personnel
and foster a corporate culture where they can play an
active role globally as a target to increase NESIC's
strength. For example, NESIC dispatches personnel to
Silicon Valley, where there is a culture in which disruptive
innovation is generated by repeated efforts, even if

14 ANNUAL REPORT 2023

| will strongly support management
through candid and open discussions
founded on a diversity of thought.

results end in failure. By learning about the front lines
these personnel gain new wind, change perspective on
what should be done in-house and in collaboration, and
create a different image of what they are working on.

Ashizawa: | was also in Silicon Valley for a while and
hope that such sense of speed and culture of taking on
challenges is adopted. NESIC's employee dispatch pro-
gram in Silicon Valley is conducted over a stay of only
a few months so the timing of their return to Japan is
unfortunate. We hold follow-up discussions to ensure
that the flame of motivation does not go out.

Yoshida: The method of connecting people and compa-
nies has become very American. Although it is a tempo-
rary negative that people sometimes leave their jobs
because they want to do something else, | believe that
increased liquidity of the labor force will become natural
in Japanese society going forward. You are active as an
expert as a result of a wide range of careers and experi-
ences. In the same way, it is possible to collaborate with
various people in who have left their companies and are
in similar circumstances, which is a positive aspect.
NESIC has a highly effective system in which employees
who leave are welcome to return.

Sustainability Management Unique to NESIC

Ashizawa: There has been a sudden recent advancement
in disclosure requirements regarding the TCFD and non-
financial information due to revisions to the Corporate
Governance Code. NESIC is also holding various discus-
sions centered on its Sustainability Management
Committee and the executive officers in charge.

In the past year, the Nomination and Compensation
Committee has discussed introducing non-financial tar-
gets and achievement levels in the designs for director
remuneration. This has resulted in a model where non-
financial targets adopted in the medium-term manage-
ment plan are partially linked with compensation.
However, establishing evaluation methods and KPIs has
been extremely difficult. Human capital metrics such as
engagement scores and diversity are truly at the core of
corporate strategies. For this to lead to value creation,

a paradigm shift in management is vital. | believe that the
foundation of a strong company is to recognize gaps by
first setting target figures and by establishing discus-
sions on what NESIC should fundamentally be, so that
each employee can continue to consider what We are
aiming for and what kind of value to create, even without
the figures.

Yoshida: In addition to introducing a non-financial per-
spective to this remuneration system, there is also value
to discussions about setting KPIs. As an example of one
of these points, | feel it is important to establish target
figures for the promotion of female managers, but more-
over, to discuss how to train the appropriate person and
the process. We should set targets after focusing efforts
on the form that personnel training takes, rather than
based on figures.

Ashizawa: That's a topic we always discuss passionately.
While | have no experience as a manager, from my per-
spective of business administration research, | believe it
is important to first set targets and choose a method for
invigorating discussions and making advancements.

Yoshida: As you have said, these discussions always run
parallel. Each company addresses sustainability-related
requirements from society but | worry that, if we do not
thoroughly look into the aims of these non-financial indi-
cators and sustainability, they will only be implemented
for the sake of implementation.

Ashizawa: It is whether taking a further step forward will
lead to substantial value creation. Certainly, there is still
an issue with how to understand and evaluate essential
sustainability that increases NESIC’s value. President
Ushijima also commented that, while it may be possible
to increase numbers in the short term by compromising
and getting closer to the front-line staff, this cannot really
be called a strength of NESIC from a medium- to long-
term perspective. As outside directors, we hope to con-
tinue candidly sharing opinions at Board of Directors’

meetings, recognizing that this is an area where we must
push forward without easing up or compromising.
Sustainability is the specialist area of newly appointed
outside director Mikiko Morimoto, so | expect it to take
shape within NESIC.

Advancement of Governance for “Shift up”

Yoshida: By evaluating the effectiveness of governance,
the system functions as a mechanism to visualize issues
and steadily implement measures, advancing improve-
ments. | hope that this trend continues. Further gover-
nance reforms are vital for reinforcing corporate value
creation and the foundation of sustainable management.
As the chair of the new Special Committee established in
2021, I am in charge of understanding coordination with
the parent company and profitability of the business and
ensuring there is no harm to profits from a minority
shareholder perspective. Furthermore, while the commit-
tee has clarified the standards for submitting items about
projects to be discussed with the parent company and a
flow that can be confirmed at committee meetings, we
have also raised issues, such as whether there are any
areas in which we can collaborate with the parent com-
pany. As both companies endeavor to evolve, | hope that
cooperation over the medium to long term will lead to
significant mutual growth and profit and produce results
that lead to value for minority shareholders.

Ashizawa: That was quite a lively discussion. In terms of
governance, we have deliberated the necessity of monitor-
ing the global governance of overseas subsidiaries. | have
always believed that governance should not be overly
defensive, but support a speedy offense while taking
necessary risks. As a result, it is vital to have a system
that enables thorough management of these risks.

Yoshida: Such a system reinforces governance as neces-
sary to “Shift up” NESIC. Based on such points, we will
give advice through continued discussions and investiga-
tions at board meetings.

|
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Materiality

We have identified risks and opportunities based on megatrends and designated six materiality issues as key initiatives

for contributing to the sustainable development of society and realizing our sustainable growth. Based on the various
changes in our business environment, we formed more concrete images of materiality issues and are working to put it
into practice by share these images.

Initiatives to provide value to society

Initiatives for growth at NESIC

( Megatrends

Declining and aging population and
decreasing working population

Concentration of population in
urban centers

Declining population in rural areas
and widening regional disparities

Growing impact of climate change

Increasing awareness of safety and
security

Acceleration of digitalization
Rapid advancement of networks

Increasing focus on sustainability
and ESG management

Market restructuring of the Tokyo
Stock Exchange
(1st Section Prime Market)

Increasing emphasis on human
capital

Growing attention on the importance
of ensuring people’s physical, mental,
and social well-being

Respect for diversity
Cultivation of a culture of co-creation

Materiality Identification
Process
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) Opportunities for NESIC

® Changes in workstyles at enterprises and
local governments

® Widening promotion of DX in educational
settings

® Rising needs for the development of
attractive, highly resilient communities

® Expanding needs for the use of digital
technologies to address the increasing
demand for measures against climate
change

® Growing needs for security-related and
data-driven businesses associated with
increasing sophistication of networks

® Increasing number of business partners
seeking to collectively realize a sustain-
able society

@ Bolster international competitiveness by
ensuring diversity of directors

® Expand opportunities for new business
development by speeding up innovation

® Enhance credibility by strengthening
governance and promoting business
growth by ensuring rapid decision-making

® Enhance social reputation by strengthen-

ing our response to diversifying social
needs

® Secure exceptionally talented personnel
and reduce employee turnover by actively
engaging in human capital management
and disclosing such activities

® Expand growth opportunities and
increase engagement through proactive
investment in human resources

® Transfer knowledge and skills to younger
generations by creating opportunities
where senior employees can play an
active role

STEP 1

Declining productivity

Inability to secure human resources and
transfer skills

Loss of trust due to information leakage,
privacy violations, and other security
issues

Impact of natural disasters on the supply
chain

Obsolescence of services, technologies,
and quality due to lack of timely response
to change

Loss of relationships with co-creation
partners due to lack of importance
placed on sustainability

Dysfunctional governance and internal
control systems

Closed decision-making and diminishing
long-term growth due to lack of Board
diversity

Loss of trust due to compliance viola-
tions and unfaithful management

Loss of social reputation due to lack of
information disclosure

Impact on recruitment, increase in
employee turnover, and lack of motiva-
tion and engagement due to the lack of
importance placed on human capital
management

STEP 2

Confirmation of social issues
(overseas / domestic)

Global issues were verified based on
megatrends and discussions with
investors and other external parties.

Interviews and internal discussion
on important initiatives at NESIC

Interviews with top management and
free discussions among top manage-
ment were held on the vision for society
and the vision for NESIC, within
the context of important initiatives
that it should undertake.

Vision for Society

An inclusive and sustainable society

o

created through communications

technologies

evolving society

DECENT WORK AND
ECONONIC GROWTH

o

Initiatives to Provide Value to Society through 2030

o Create work environments in which everyone can take initiative

o Develop pleasant and plentiful communities with cutting-edge

® Provide robust services that underpin safety and security in

L 2
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Initiatives for Growth at NESIC

Sound and highly
transparent management

Strengthen innovation
capabilities to create

® Strengthen governance through new value

dialogue with all stakeholders @ Promote a culture that encour-

® Promote compliance with an eye ages change and embrace of new
to diversity challenges

® Accelerate co-creation and the
use of various services in our own
business practices to better
understand customers’ point
of view

STEP 3

Create a culture where
employees can take
initiative
© Improve the Well-being of
employees

® Encourage frank and open discus-
sions, and enhance the corporate
culture as a facilitator of
self-growth

STEP 4

Create work environments in
which everyone can take initiative

We aim to provide environments
where everyone, regardless of age,
gender, or nationality, can work
proactively and to the best of their
abilities without regard to location.

Develop pleasant and plentiful
communities with cutting-edge
technologies

We aim to help develop communities,
such as smart cities, where people
can lead exciting and fulfilling lives
with safety and convenience, and
where various information services
are provided on robust communica-
tion platforms using the latest
mobile technologies, etc.

Provide robust services that
underpin safety and security in
evolving society

We will support the development
and advancement of ICT essential
for economic growth by creating
safe and secure services that offer
high quality and national reach.

STEP 5

Candidate materiality issues and
internal discussions

Interviews with

outside directors

A list of candidate materiality issues was
created based on the vision for society »
and initiatives to be undertaken to realize
the visions that were examined in
Steps 1 and 2, which was followed by
discussions with top management.

Candidate materiality issues
proposed in Step 3 were explained
to the outside directors, who offered

their insight.

Identification of
materiality issues

materiality issues based on internal and

The Executive Committee determined

external opinions. The issues were
reported to the Board of Directors.
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Materiality Matrix

The matrix chart below classifies and systemizes the relationship between our business, ESG, and the SDGs with
respect to the six materiality issues.
NESIC has been working to resolve a number of social issues through its core businesses, such as building safe and

secure social infrastructure, providing workstyle innovation solutions, promoting the global use of ICT, and creating

partnerships through communications.

In an effort to further our contributions to society through our core businesses, we have numbered the 169 targets of
the SDGs in relation to our materiality, visualizing their relationship with our core business strategies and initiatives and
the basic strategies of the medium-term management plan.

Notes:

« This table has been prepared under the guidance of Mr. Hidemitsu Sasaya, an ESG/SDGs consultant and a professor at the Chiba University of Commerce.
« Please be aware that changes in a variety of factors may lead to differences in results from the content provided above. Furthermore, we have revised the definitions and numerical
targets from when we announced our medium-term management plan.

*1 We are bringing forward and revising targets for reducing Scope 1 and 2 COz emissions to further accelerate our contribution to climate issues and fulfill our responsibility as a
company. The rate of reduction in the fiscal year ended March 31, 2023 is based on calculations from before implementing third-party verification. These are subject to change
following the results of verification.

*2 We have revised definitions and targets set during the announcement of the medium-term management plan to include additional criteria, such as skill level acquired from qualifi-
cations and training.

SDGs targets that are strongly interlinked with NESIC’s materiality issues

Medium-term management plan ('22-'24)

St B (1§55~ | Basic Strategy 1 Basic Strategy 2 Basic Strategy 3
9 Transform All Target figures N
. q . N Results and result indicators
Materiality ESG @ . . Businesses to . Initiatives and Specific Targets (Numerical targets for initiatives without a specified
Concrete Image of Materiality Issues Being Realized Accelerating Advancing Evolve into 3 Results from FY2023/3
g Y 2 Affordable Decent Industry, | Sustainable Original Value Solution T Ve DX-Native fiscal year are based on FY2025/3)
work and | innovation, | cities and Climate | Partnerships Creation Capabilities Address Compan
and clean N . N P Climate pany
energy economic | infrastruc- communi- action for the goals
growth ture ties Change
8.1 9.5 131 17.16
82 17.17
« Participation of a wide range of individuals from different 83 « Expand businesses under themes including workstyle DX, data analysis and utilization, and Net sales ¥50 billion ¥24.9 billion (total of A, B, and C
generations and backgrounds in society and diverse 8.5 digital twins** (total of A, B, and C) -9 billion (total of A, B, and C)
. workstyles 8.8
Create .WO'E.EEV"O"' - A work environment in which employees can demonstrate | £ 8.10 o o
(';r;en”tt:k'g ivr\:it:(a:tivee:/eryone their full potential é
- A work environment conducive to the creation of even « External sales and monetization of DX human resource development function Hold local 5G implementation training through co-creation
greater value through innovation (College Concept) with Mobile Computing Promotion Consortium
« Well-being workstyles that fulfill both work and life
+ Accelerate original value creation through Symphonict — P34
8.1 9.1 1.2 13.1 17.16 Net sales ¥50 billion
8.2 11.3 17.17 - Expand businesses under the theme of local government DX*8 | of A B, and C ¥24.9 billion (total of A, B, and C)
8.9 1.7 (total of A, B, and C)
» A community in which a diverse group of people can 8.10
naturally and enjoyably communicate and co-create « Promote community development business Net sales ¥20 billion ¥5.0 billion
« Aliving environment where regional disparities do not
exist and necessary information and services are
Dlevi!fopl pleasant ‘Etl'nd available regardless of location E
entiful communities . "
\lr)vith cutting-edge + A comfortable and convenient community where people / (@] O ©) « Accelerate original value creation through Symphonict — P34
h want to continue to live S
technologies X . X .
« A community where visitors can discover and fully enjoy
Initiatives to the attractions and that residents can take pride in d busi Jated to tel - ko Net sales ¥62 billion Reference: ¥79.2 billion
i « Share the enthusiasm, excitement, and emotion of sports, : Expan usinesses related to telecommunications carriers . (total of telecommunication carrier-related businesses (total from telecommunications carrier-related businesses
Provide Value ! . e « : g (provide local 5G and various other network services and develop secure infrastructure) ) N g L >
to Society entertainment, and other activities in a variety of venues including D and E) and social infrastructure businesses)
. ! Net sales ¥35 billion Reference: ¥79.2 billion
« Increase sales from social infrastructure business** e . . . - . .
N " . L (total of social infrastructure businesses, including F and  |(total from telecommunications carrier-related businesses
(expand solutions businesses utilizing satellite images and Al) . "
G) and social infrastructure businesses)
7.2 8.1 9.1 11.2 13.1 17.2 « Expand businesses under theme of next-generation network security*c Net sales ¥50 billion (total of A, B, and C) ¥24.9 billion (total of A, B, and C)
7.3 8.4 9.4 11.3 13.2 17.7
7.a 11.5 17.16 « Expand businesses related to telecommunications carriers*t Net sales ¥62 billion Reference: ¥79.2 billion
7.b 11.6 1717 (data operations business through automation and Al prediction using infrastructure operations | (total of telecommunication carrier-related businesses, (total from telecommunications carrier-related businesses
« Highly secure communication infrastructure that sup- 11.7 data) including D and E) and social infrastructure businesses)
ports economic activities 11.b
« Energy and other social infrastructures that are optimized « Increase sales from social infrastructure business*¢ Net sales ¥35 billion Reference: ¥79.2 billion
to facilitate the realization of a carbon-free society (provide resilient social infrastructure services through the use of observation data obtained from |(total of social infrastructure businesses, including F and | (total from telecommunications carrier-related businesses
Provide robust services |+ A sustainable social infrastructure realized through . satellites and ocean floors) and social infrastructure businesses)
that u_r;d_erpin slafety and | efficient devellopment, maintenance, anc:jmanag:ment / « Increase sales by strengthening measures toward the realization of a decarbonized society Net sales ¥20 billion ¥3.0 billion
security in evolvin « A soci ili inst i i i ifyi
societyy ° nastzfjglisr:g:? against increasing and intensifying S 9 o « Expand energy businesses through co-creation — P35
+ A society that protects its abundance of land and sea and . Launch and expand onshore fish farming business Net sales ¥30 billion Begin construction of Fuji-Katsuragawa Factory in
that ensures consistent supplies of food P 9 (FY2030/3: includes franchises) December 2022
« A safe and secure society conducive to the prevention
and early detection of accidents and criminal acts Reduce CO: emissions by 40% in FY2023/3 over FY2020/3,
* Reduce CO: emissions from business activities (Scope 1, 2) reduce by 89% in FY2025/3 over FY2020/3, and 24% reduction (compared to FY2020/3)
realize net zero*' emissions by FY2031/3
« Set targets for supply chain CO: emissions (Scope 3) up to fiscal year ending March 31, 2024
gg ::g; ::;::? « Increase ratio of directors who are women 30% (FY2031/3) 22.2%
Sound and highl « Strengthen governance through dialogue with all : : :
trglr;lzpaizm rlr?an);gement stakeholders G O « Expand shareholder returns based on stable dividends Maintain dividend on equity (DOE) of 5.0% 5.0% (16th consecutive year of increasing dividends)
+ Promote compliance in response to increasing diversity
« Conduct investor relations (IR) activities focusing on individual business field Implementation in May and June 2022
8.2 9.5 17.16 « Training of highly skilled professionals and human resource investment 190 consulting personnel, 1,790 advanced DX profession- |39 consulting personnel, 444 advanced DX professionals,
17.17 (¥5 billion; on a cost basis) als, 1,580 Beyond 5G professionals*? 1,216 Beyond 5G professionals
Strengthen i i + Embrace a culture that encourages change and the : Com:uct business investments (¥17 billion; on a cost basis) and M&As and other growth invest: Implement capital and business alliances in the local 56
rengthen innovation pursuit of challenges ments ) and energy domains
- capabilities to create new . . . S @] O (¥38 billion; on a cash basis)
Initiatives for value « Step up the pace of co-creation and self-implementation
Growth at practices that underscore the view of customers « IT investment (¥8 billion; on a cost basis) (including cost of relocating headquarters) Implement relocation of NESIC headquarters
NESIC Continue implementation
« Continue to hold NESIC's pitch competition for new businesses Number of ideas 183 (40% increase from previous fiscal
year)
8.2 9.5 133 . 50% (Tier 1 level) (FY2025/3)
8.5 Enhance employge engqgement score (This score generally corresponds to the world's top 25%,  [32%
(researched by Kincentric) . ;
8.8 and accordingly the Tier 1 level.)
Create a culture where |+ Enhance employee well-being « Increase ratio of women in management positions 10% (FY2027/3) 5.9%
_er_n_plc_>yees can take + Encourage frank and open _dlscussmns, and enhance s o « Increase ratio of paid leave taken 100% (FY2027/3) 65%
initiative corporate culture as a facilitator of self-growth
+ Promote participation in the Japan Master of Health Literacy Test Number of people with qualifications approximately 1,800
- Hold psychological safety workshops throughout NESIC Complete implementation from executives to department
managers
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2030 Initiatives for Providing Value to Society

nable{so

through communications

2030 Initiatives for
Providing Value to Society

To realize a sustainable society created through communications, which is our long-term vision for society,
we have adopted three initiatives for providing value to society through communications for 2030.

Create work environments in which everyone can take initiative

Develop pleasant and plentiful communities with cutting-edge technologies

Launch of Sansan, a Sales DX Service for Local Governments,
in Collaboration with Sansan, Inc.

NESIC has launched “Sansan Secure Access Service for
LGWAN,” an LGWAN-ASP service for local governments in
collaboration with Sansan, Inc.

There is increasing demand for telework and DX promo-
tion, not only among companies but local public bodies,
capable of handling diverse workstyles and BCP counter-
measures during emergencies. However, local govern-
ments operate through the Local Government Wide Area
Network (LGWAN), a closed network, making it difficult to
telework or introduce tools that use public cloud services.
LGWAN-ASP contributes to resolving such issues by
enabling the secure provision of cloud services in an
LGWAN environment.

This service enables users to create their own databases,
such as personal network information within local govern-
ments, by combining more than one million data points
from company information provided standard and informa-
tion compiled from business cards and emails. Accordingly,
it supports the promotion of DX, enhancement of labor
productivity, and the realization of flexible workstyles.
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We will use the provision of this service as a chance to
promote the reform of local government operations and
enhancement of productivity, by expanding cloud services
and other features to shift to a paperless system and lever-
aging the knowledge and expertise of workstyle innovation
accumulated to date.

Going forward, both companies will evolve the workstyles
of various customers and contribute to emerging innova-
tion through the provision of DX services, including Sansan.

Excerpt from press release (issued on February 7, 2023)

Initiatives to Realize this Materiality
(number of new releases)

8 2

for provision of for experiments
new services

July 2022 to June 2023

Implementation of DX Promotion through
Japan's First Hybrid 5G Network that Utilizes Infra-Sharing

Tokushima Prefecture and six companies—CATV
TOKUSHIMA, Inc., NEC Corporation, NEC Networks &
System Integration Corporation (NESIC), NTT DOCOMO,
INC. Shikoku Branch, NTT Communications Corporation,
and JTOWER Inc.—are promoting DX in Tokushima
Prefecture by created the first domestic hybrid 5G network
environment through infra-sharing that combines local 5G
provided by CATV TOKUSHIMA and the NEC Group with
DOCOMO'’s carrier 5G by utilizing 5G sharing equipment
provided by JTOWER.

Through these new initiatives, a hybrid 5G network has
been created that achieves unprecedented and innovative
measures by combining the strengths of local 5G—its
stability and high level of security—with the broad coverage
and versatility of carrier 5G. As a result, enhanced quality of
pharmaceuticals, such as in emergency medicine, and
stabilized health care and disaster support measures in
emergencies are made possible.

CATV TOKUSHIMA, NEC, and NESIC comprehensively
support local 5G promoted by the Tokushima Prefectural
Government from license renewal to system design and
creation. This project will provide local 5G services by
utilizing infra-sharing to realize a hybrid 5G network.

Through this initiative, we aim to build a pioneering
model case for a hybrid 5G network environment that
utilizes both local and carrier 5G.

Excerpt from press release (issued on September 8, 2022)

Initiatives to Realize this Materiality
(number of new releases)

Z 9

for provision of for experiments
new services

July 2022 to June 2023

Provide robust services that underpin safety and security in evolving society

Launch of OWLai as an Al Imaging Service Brand

NESIC has launched OWLai as a new Al imaging service
brand in the image utilization business domain.

M Background of Launch

Due to the popularization and advancement of cameras,
we can collect a higher number of clearer, higher-quality
images than ever before. As a result, there is increasing
demand for advanced utilization of image data in crime-
prevention measures, disaster countermeasures, market-
ing, and various other applications. Amid this increase in
demand, a new system is required that does not solely rely
on checking and processing by humans but enables more
efficient utilization of imaging data by a limited number of
people.

NESIC launched the Al imaging service brand OWLai,
based on the concept of transcending simple video record-
ing to create value for the future. We will develop services
for detection of anomalies and visualization of congestion,
and provide customers with optimum value by combining
abundant experience and credible front-line capability

accrued over 60 years in the field of imaging with the latest
Al imaging technology.

The launch of this brand provides opportunity to reinforce
initiatives for implementing co-creation with customers in
the Al imaging service business and expand our service
lineup. We will also continue addressing corporate manage-
ment issues and contributing to the realization of a safe
and secure society.

Excerpt from press release (issued on July 14, 2022)

Initiatives to Realize this Materiality
(number of new releases)

8 3

for provision of for experiments
new services

July 2022 to June 2023
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Vision for;Society

Sound and highly transparent management —pess

Main Risks When Selecting « Dysfunctional governance and internal control systems
Materiality Issues « Loss of trust due to compliance violations and unfaithful management

Main Opportunities When + Enhance credibility by strengthening governance and
Selecting Materiality Issues promoting business growth by ensuring rapid decision-making

needs

Strengthen governance through dialogue with all stakeholders

« Enhancement of dialogue with shareholders and investors (—P64)

- Dialogue with suppliers for improved supply chains (—P64)

* Exchange of opinions with outside directors, such as in pre-meeting
briefings for the Board of Directors

Promote compliance with an eye to diversity

+ Implementation of compliance awareness surveys and training

+ Implementation of human rights risk training following advancement of
Al biometric authentication technologies
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+ Enhance social reputation by strengthening our response to diversifying social

Strengthen innovation capabilities to create new value —pss

Main Risks When Selecting + Loss of relationships with co-creation partners due to lack of
Materiality Issues importance placed on sustainability

Main Opportunities When * Increasing number of business partners seeking to collectively realize
Selecting Materiality Issues a sustainable society
+ Expand opportunities for new business development by speeding up
innovation

Promote a culture that encourages change and embrace of

new challenges

+ Implementation of compliance awareness surveys and training

+ Implementation of NESIC AWS GameDay, a game-style practical training
program contest for NESIC employees

Accelerate co-creation and the use of various services in our own

business practices to better understand customers’ point of view

+ Accelerated implementation of sustainability management following the
relocation of NESIC headquarters (—P37)

« Implementation of “Fusion,” an open innovation program for recruiting
companies that work with our business research team to verify the feasi-
bility of commercialization by utilizing NESIC’s assets

Create a culture where employees can take initiative —pss

Materiality Issues and engagement due to the lack of importance placed on human capital

< Main Risks When Selecting > « Impact on recruitment, increase in employee turnover, and lack of motivation
management

+ Expand growth opportunities and increase engagement through proactive
investment in human resources

< Main Opportunities When >
Selecting Materiality Issues

Improve the Well-being of employees

« Implementation of engagement surveys

+ Implementation of one-on-one meetings

+ Hosting of psychological safety seminars and workshops

« Implementation of internal surveys and training related to well-being
+ Promotion of participation in Japan Master of Health Literacy Test

Encourage frank and open discussions, and enhance the

corporate culture as a facilitator of self-growth

+ Implementation of career assessments

« Introduction of online video training service throughout NESIC

+ Promotion of communication between management and employees
through town hall meetings and caravans

ANNUAL REPORT 2023
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Our History

NESIC is committed to realizing an inclusive and sustainable society created through communication as a communica-
tion services orchestrator. We have continued to change and grow, adding new strengths in tune with the times to our
core business of innovating and developing communications. Starting from a foundation in construction technology,
NESIC has obtained information and communications technology (ICT) and built a unique position as a system integrator
with construction capabilities. In recent years, NESIC has gained the ability to create new kinds of solutions that combine
its accumulated technological capabilities and know-how gained through self-implementation and co-creation with

partners.

Refinement of Construction Technologies
as a Telecom Infrastructure Constructor

NESIC was established in a spin-off of the telecommunications
engineering division from NEC Corporation in 1953. NESIC has
steadily built up its construction capabilities, centered on NEC
products, while tapping into growing demand for telecommunica-
tions infrastructure in Japan and overseas. We have also main-
tained and advanced high-quality technologies, which are symbolic
of the NEC Group.

Growth through Construction Capabilities
and Refinement of ICT

Alongside advances in technology, NESIC broadened its reach in
the telecommunications infrastructure field to such areas as
mobile base stations. NESIC also expanded business to provide
ICT to corporations by creating voice networks, enabling it to
provide construction, system integration (Sl), and maintenance
services. Accordingly, we have set up sales bases across the
country and broadened our nationwide responsiveness.

Creation of New Businesses through Technological Capabilities
and Nationwide Responsiveness

NESIC has reinforced its strengths by building a full-service network of about 400 support and service bases across Japan through aggressive
M&As, including a merger in 2007 with NEC Telenetworks Co., Ltd., a company with strength in the service field, and turning Q&A Corporation, which
operates contact centers, into a subsidiary in 2013. Furthermore, NESIC has greatly expanded the products and services it offers, including through
turning the innovative technologies of startups into services while advancing co-creation with partners, as well as creating EmpoweredOffice work-
style innovation solutions and other new businesses that leverage its unique technological capabilities.

Technological
Capabilities &
Credibility

2010s-

Solution Provider

Nationwide

]
e 1953- 1960s- ) 1990s-

2 ' Technological

a Founding: Overseas Infrastructure I System Integrator
CE) Telecommunications Construction Capabllltles &

(&} Construction Credibi"ty

[}

S Technological

2 Capabilities &

5 Credibility

I 0 0

s Nationwide

z Business

.:‘EE Capabilities

Main Initiatives 1950s-1990s

® Nippon Electric Installation Company established in a spin-off from NEC Corporation

® Conducted first overseas project (construction and installation of switching
equipment in the Philippines)

® Constructed the first television broadcasting facility Y

e Constructed satellite telecom infrastructure for the 1968 Olympic Games,
in Mexico City B

® Constructed microwave telecom infrastructure for five Central American countries
(simultaneous construction in multiple countries)

® Acquired special construction business and general construction business
licenses for seven categories of construction business

® Established the first overseas affiliate, in Brazil

over ¥10 billion

Net Sales 1974

1950s 1960s-1970s

Reconstruction after World War I

Era of construction in broadcasting and and satellite communications

telecommunications infrastructure

Increase in international communications

® Changed the company name to NEC System
Integration & Construction, Ltd.
o Listed on the Tokyo Stock Exchange
e Strengthened sales structure for private sector
by creating a specialized division
@ Reinforced nationwide network by setting up
a business unit for regional sales
@ Business for New Common Carriers (NCCs) took
on significant scale and received major orders from new private communications
companies
e Constructed communications equipment on Mt. Everest (enabling broadcast from
the peak of Mt. Everest for the first time)
® Expanded the enterprise system integration business
® Established S-iDC (Strategic Internet Data Center), NESIC's first data center

over ¥100 billion over ¥200 billion
1989 1997

1980s-1990s

Telecom liberalization
Birth of NCC

Expansion in demand for telecommunications

Business
Capabilities

2020s-

Toward Becoming
a Communication
Services Orchestrator

Business
Creation
Capabilities

Main Initiatives 2000s-2020s

e Changed the company name to NEC Networks & System Integration Corporation

e Launched EmpoweredOffice workstyle innovation solutions business and
implemented it internally in certain sections [l

e Established nTOC (Network Total Operation Center) @

® Practiced EmpoweredOffice in all sections upon transfer of head office to
lidabashi (Bunkyo, Tokyo)

e Implemented initiatives in high-speed mobile networks and next-generation
broadcasting

© NESIC's industry sector classification in the stock market changed from
“construction” to “information & communication”

e Established sDOC (Service Delivery Operations Center)

® Launched MVNO service for loT

e Introducted telework system throughout NESIC (spawned from a “Women's Project
Experiment” idea created by female employees)

(D] (E

Ssp0C

i Total Operation Center Service Delivery Operation Center

S

EmpowepedOffice /

Net

£

2000s 2010s

Advance of internet protocol (IP) and broadband Expansion of the use of cloud

networks IoT and Fourth Industrial Revolution

Integration of communications and broadcasting

® Established CVC Fund to create new businesses through open innovation with
startup firms

® Established K&N System Integrations Corporation as a joint venture with KDDI

® Corporation in mobile network construction [

o Launched joint business in low-power, wide-area (LPWA) communications protocol
for loT

® Entered onshore fish farming business utilizing ICT

® Realigned head office to challenge itself to new workstyles including distributed
work locations

® Moved to the newly established prime market
on the Tokyo Stock Exchange

® Relocation of headquarters to Shibaura
(Minato, Tokyo) to accelerate sustainability
management through self-implementation

KNS/

over ¥300 billion
2020

2020s

Acceleration of DX

Advancement and spread of generative Al

Bl "N\ WA NN

infrastructure construction worldwide
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NESIC's Strengths

Changes in our internal and external business environment have altered the strong points we must be aware of to
realize further growth. Our three conventional strengths have also evolved, as a result of which, we reorganized
our strengths into five points.

At NESIC, our extensive line of business offers everything from construction to operation, and support services
for a variety of customers ranging from corporations to government agencies. The diverse human resources
underpinning these businesses have refined their advanced technical skills through co-creation and self-
implementation, a key element of our ability to develop businesses.

Moreover, because NESIC urges and values efforts that promote interaction with other companies and those in
advanced domains, each and every employee is becoming more and more aware of the importance of embracing
our spirit of challenge and speed.

Under our Shift up 2024 medium-term management plan, we will leverage these five strengths in order to dif-
ferentiate ourselves from the competition.

Broad business areas

In addition to the construction services we have provided since our founding,
we have expanded our business into the ICT domain. We offer a wide range
of services from construction to maintenance, operation, and cloud services
at various customer sites, including corporations, telecommunications carri-
ers, government agencies, and social infrastructure providers.

Breakdown of Net Sales by Market Breakdown of Net Sales by
Business Details

3% . 37% —
10% ——49%
Consolidated Consolidated
17%—— netsales of net sales of — 63%
¥320.8 billion ¥320.8 billion
(FY2023/3) (FY2023/3) B roa d b us i ness
21%
Enterprises M Telecom carriers B System integration and construction a reas
Government agencies B NEC Group Service
M Overseas
\. J
e N

Speed and challenge spirits

The sense of speed fostered through our co-creation experiences with cus-
tomers and partners and our mindset for embracing challenges through
internal efforts, such as our pitch competition, will spur the creation of new
value that is well-suited to the current era marked by drastic changes.

Speed and
challenge
spirits

Continued implementation of new business idea contest for
NESIC Group employees

Number of ideas 1 83
(Contest held in FY2023/3)

Game-style practical training program contest for NESIC employees,

implementation of NESIC AWS GameDay
1 01 competitors in 27 teams
(Event held in FY2023/3)
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Technological

Technological capabilities

In addition to the technological capabilities we have cultivated over the years, the knowl-
edge of their utilization from a customer perspective we have acquired through our
self-implementation and co-creation activities—in which we integrate and master the
cutting-edge technologies of various partners—will play a major role in resolving the
increasingly complex issues of society.

+ To strengthen Beyond 5G professionals, we have developed a training environment at the Shin-Kawasaki Technical-
Base that utilizes local 5G to train engineers.

+ We regularly send personnel to our base in San Jose, California, in an effort to develop and enrich human resources
who will innovation through co-creation with startups and advanced technologies.

Co-creation and self-implementation

Our unique approach of co-creating and self-implementing with
customers and various other stakeholders has become a strength
for our creation of new businesses aimed at resolving social issues.

DX Beyor.Id =L Sustainable
next-generation networks

capabilities

SaaS optimization Automated network Next-generation
service operation utilizing Al storage batteries
Cloudbrink (U.S.) Tupl (U.S.) CONNEXX SYSTEMS

Liquid-immersion

DX services to Local 5G e——
Co-creation and e TR ot koresy KOO Mitsubishi ey
self- \ )
NESIC's implementation
Strengths ( \

Human resources

Our diverse human resources who underpin our extensive line of
business, which has advanced in step with NESIC, create new
value by drawing on their various experiences, knowledge, and
skills, contributing to the development of society and the growth
of our organization.

Human
resources

Number of people with key technical qualifications*
* As of end of FY2023/3

Managing engineers and technical supervisors 1 ,388
Advanced human resources for growth*

Consulting personnel 39

Advanced DX professionals 444

Beyond 5G professionals 1 ,21 6
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Value Creation Model

With the formulation of our medium-term management plan Shift up 2024, we have set forth the achievement of a

“Sustainable Symphonic Society” as our vision for society.

In order to realize such a society, we will establish a value creation model that integrates DX x Beyond 5G next-
generation network technologies through the inspiration of our five strengths, with creation in harmony as new factor

to success.

Based on this value creation model, we will develop a series of new businesses and services, and by 2030, we will
realize three particularly important values for society (materiality): “create work environments in which everyone can
take initiative,” “develop pleasant and plentiful communities with cutting-edge technologies,” and “provide robust ser-

vices that underpin safety and security in evolving society.”

Furthermore, in order to continue to create such value for society, we will implement three initiatives that are particu-
larly important to the growth of our business (materiality): “sound and highly transparent management,” on the basis of
which we will “strengthen innovation capabilities to create new value” and “create a culture where employees can take

initiative.”

By continuing to embrace this value creation model, we aim to help realize a more affluent society, contribute to the
achievement of the Sustainable Development Goals (SDGs), and increase corporate value over the long term.

MEANS OF VALUE CREATION

Social Capital

Broad customer base Broad business areas
Co-creation partners in business

Financial Capital
Strong financial base Technological

»P38 Financial and Capital Strategy capabilities

Human Capital
Consulting personnel /
Advanced DX professionals /
Beyond 5G professionals

»P58 Human Capital Initiatives

Co-creation and

self-implementation

Intellectual Capital
Nihonbashi Innovation-Base
Shin-Kawasaki Technical-Base

Manufactured Capital
Network for 24/7
nationwide service

Human resources

Natural Capital
Declaration of Support for the Speed and
TCFD Recommendations challenge spirits

>P52 Environment

We will shift up from our co-creation stage
in pursuit of a single specific goals. We will
orchestrate creation in harmony through the
establishment of long-standing relation-
ships by sharing the same long-term goals
with our partners.

In this way, we will continue to provide
value that exceeds expectations by opening
new paths against more complex issues.

From
co-creation to
creation in
harmony

F Growth areas j

Beyond 5G

(next-generation
networks)

Value Provision for 2030 Sustainable
Materiality | . 3
aterialily fssues Symphonic Society

Provide Value to Society

Create work environments in which
everyone can take initiative

Develop pleasant and plentiful

communities with cutting-edge
technologies

Provide robust services that
underpin safety and security
in evolving society

Growth at NESIC

Sound and highly transparent
management

society with prosperity that

Realization of a sustainable
resonates for all

Strengthen innovation capabilities
to create new value

Create a culture where employees
can take initiative
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NESIC's Strategic Road Map

2019 2021 2022
Beyond Borders 2021 Medium-Term Management Plan Shift up 2024
Preparation period Evolution Realization
for continuous growth into a new business structure of DX x Beyond 5G

Co-creation and self-implementation |

Sustainable
Beyond 5G mmwrz=3  Symphonic Society

(next-generation networks)

Realization of a sustainable society
with prosperity that resonates for all

2024 2027 2030 (FY)

/1 =

H
ETTE

YA

|
business model | v Deeper
Self-implementation-based consulting J > Higher
[ Global expansion : > Wider
. Financial Targets
Medium-Term Management Plan
u Net sales 320.8 370
I u p Operating income 22.8 34
Operating margin 7.1% 9.2%
Elevating societ
g y ROE 10.0% 13%+
Relationship with Non-Financial Targets Note: Figures in the table below, except for engagement score, are on a non-consolidated basis.
DX x Beyond 5G customers Business model
From demonstration From co-creation From project-type
to realization to creation in to spiral-type Consulting personnel 39 —_— 190
harmony H
uman
resources*' Advanced DX professionals 444 ) 1,190
Under our medium-term management plan Shift up 2024, we will give form to the Digital x 5G (employees) ]
demonstrations conducted under our previous medium-term management plan, developing Beyond 5G professionals 1,216 EE— 1,580
services that are geared to resolving social issues. We will also evolve our co-creation rela- 509
tionships with customers into strategic partnerships that collectively overcome the increas- ) %
= A q . . . . . Engagement score*? 20 * This score generally
ingly complex key issues of society. Furthermore, we will build recurring relationships in (Researched by Kincentric) 32% — corresponds to the world's
which we constantly work in harmony with customers and increase the value we provide, top 2% and accordingly
evolving our business model into one that achieves spiral-type business growth. We aim to
create new forms of social value, and realize a sustainable and prosperous society that we Ratio of female managers 5.9% > 10.0%
like to call a “Sustainable Symphonic Society.”
GHG emissions (Scope 1, 2)* 24% reduction ——— 89% »  100% reduction
(Compared with FY2020/3) (Achieve net zero in Scope 2) (Achieve net zero in Scope 1 and 2)

*1 We have revised definitions and targets set during the announcement of the medium-term management plan to include additional criteria, such as skill level acquired from qualifications
and training.
*2 Score that quantifies employee loyalty and relationships of trust with the company. Average employee ratio of over 4.5 in six related questions (answers valued on a scale from one to six)

ANNUAL REPORT 2023

*3 To further accelerate our contribution and fulfill our responsibility to address climate change as a company, we have brought forward and revised our targets for reducing CO2 emissions in
Scope 1 and 2. The reduction rate for FY2023/3 is based on figures calculated before implementing third-party verification and may change as a result of verification.
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Looking Back on Our Previous Medium-Term Management Plan

FY2019/3

Objective

The year in which we solidified the foundation necessary to
becoming a strong and attractive company

Basic Policy

Transform into a strong and attractive company

!

FY2020/3 to FY2022/3

Overview of Beyond Borders 2021

Under our previous medium-term management plan Beyond Borders 2021, we implemented the measures necessary to
overcome all obstacles in our path to sustainable profit growth. These measures included reinforcing our business struc-
ture and foundation with an eye to future changes in the environment in a bid to enhance our growth potential and
profitability.

In order to enhance our growth potential, we established new business schemes and partnerships while launching the
DX business and introducing cutting-edge services by joining forces with leading companies.

In addition, to further sharpen our core competencies, we restructured our organization into three business units
based on expertise and competitiveness and established a specialized organization that centralizes the functions for
creating cutting-edge technology businesses.

Meanwhile, aiming to speed up our co-creation of business with partners, we teamed up with promising startup com-
panies in order to discover state-of-the-art solutions and services, such as through investment in a venture capital fund
in the United States.

Completion of structural reforms for sustainable income growth in the Digital x 5G era

Strengthening of competitiveness, and ' ® DX business expanded with Symphonict

. ® New businesses created using the co-creation and
growth power for the Digital x 5G era

self-implementation business model

Strengthening of base, schemes,
2 and structure to create advanced
technologies and new businesses

and demonstrations (Shin-Kawasaki Technical-Base /
’ 5G Lab)
® Incubation accelerated using U.S. venture capital, etc.

® New Normal workstyles implemented using the

Acceleration of innovation through
3 9 * Nihonbashi Innovation-Base and at distributed offices
AlI-NESIC ® DX proposal model encompassing NESIC as a whole
ANNUAL REPORT 2023

® Environment enhanced enabling new technology education

Progress of Medium-Term Management Plan Shift up 2024

Spiral-Type Growth Model: A Recurring Model Based on Consultation

We aim to reinforce the self-implementation/site-specific consultation services we provide based on expertise obtained through
our experience in co-creation and self-implementation. As a result, we make connections with our new proposals by deepening

the relationship of mutual trust with our customers for the purpose of enhancing the value we provide and further reinforcing
our consulting capabilities to evolve NESIC's business model.

} Realize customers’

a4 success and sustainability
A factor added to . . i
new strengths in () Consultation based on expertise obtained through
the medium-term

experience in co-creation and self-implementation
management plan

Win customers

Strengths and assets developed
under the previous medium-term

management plan DeSIgn / SqueSt Existing strengths
@ Digital x 5G and assets
@ Symphonict @ S| capabilities
@ Co-creati . i
:;fcirrf;f:q::gﬁon High customer value, ’TEChE_‘i_':?g'“'
| g . A capabilities
business model Create value Long terr?trelatnonsmp Realize @ Field capabiliies
(1) Be smarter Ol LS @ Nationwide coverage
(Spiral of quality improvement)
Seek original value,
accelerate shift to (3)
services App|y DX to
Operate Accumnulate reallzatlo_n and
operation
know-how, rocesses to
4 data to P .
enhance improve quality
Site-specific -
insight

consultation

S Create new social value {

Progress

Through the initiatives for self-implementation/site-specific consultation set out in our spiral-type growth model, we are deepen-
ing the relationships of mutual trust with our customers and increasing the number of regular, large-transaction customers who

make major purchases. While implementing the spiral, we will also increase the speed of improvements in profitability by
enhancing value-added services, such as proposing opinions and solutions for latent customer issues.

Expanding Orders and Net Sales x Improving Profitability

Build long-term relationships of trust with customers

- . - Provide high customer value
(recurring relationships)

+

C Indicator ) C Indicator )

Expansion of large recurring accounts* /

r : r Improvement of GP margin
increase in transaction volume

(%)
20.5

Number of 20.7
large recurring accounts

+ 5 /o 165 Beyond Borders 2021 Shift up 2024

2017/3 2022/312023/3 QU]

@ Steadily deepen trust with customers that will lead to recurring business @ Delayed from the target line
@ Drive top-line expansion ® An offering-type model designed to provide high added value and
profitability is being developed; there are signs that a positive cycle

* Large recurring accounts: Customers continuously doing business with NESIC for
will be achieved in the next fiscal year and beyond

over three years, with average sales above a certain monetary amount
<c.f.> Coverage: Slightly more than 5% of NESIC customers (non-consolidated)

ANNUAL REPORT 2023
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Progress of Medium-Term Management Plan Shift up 2024

Basic Strategy 1: Accelerating Original Value Creation

We combine the knowledge of resolving issues under each theme supported by self-implementation with a cycle of collecting
data, implementing solutions, and carrying out verification that includes unique cloud-based services to successfully lead our
customers’ transformation.

Additionally, we are providing value in a timely manner to even more customers by modeling various services and knowledge
according to customer issues and developing them as an offering-type model.

Value Creation Through Symphonict

Symphonict is a DX brand that aims to realize the basic concept of providing new value to our customers’ businesses through
co-creation. It interlinks and automates various cloud-based services through comprehensive management and analysis of
collected data. We realize customer innovation by quickly combining and providing the diverse functions, technologies, and
services on our unique platform that are essential after realizing a digital shift.

Example of Symphonict: Data Analysis Platform Service Model

We flexibly provide a data analysis platform with various cloud services to meet customer needs, such as wanting to make a
small start to data analysis and utilize it as a sub-platform.

Value offerings Data collection % gr?(tjalggéractlon, conversion,
Communication API platform
innovation Issue discovery | i
f : ' 4 Data accumulation and shap
Workstyle innovation H h
and process reforms t 4 Symphomct e" g
’ Formulation of
CElEnIELE] ) We provide value that solutions Visualization, analysis, and
- ensures the success of notification
Productivit - i
improvemen%s customer DX activities Implementation and

development

(’\ Indication, prediction, and sug
gj} gestion

(Service in preparation)

Personnel development o X
Practical implementation

and verification

Development of Offering-Type Model

NESIC's strength is our ability to deeply understand customer business processes and issues through the development of a
site-specific business. Additionally, we are developing a model that packages this strength from the perspective of value creation
by combining self-implementation and customer co-creation focused on workstyle innovation with our ability to provide inte-
grated services from concept design to system building, implementation, and operation, leading to solutions for customer issues.

Examples of offering-type model themes
Knowledge of customers’ business
processes and issues

X

Co-creation and self-implementation

X

Providing integrated services from
concept design through to DX services,

construction, and operation etc.
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Basic Strategy 2: Advancing Solution Capabilities

Incorporating co-creation with business partners and customers into NESIC's strength of self-implementation accelerates and
advances issue resolution.

Implementation of Businesses that Address Climate Change

Self-Implementation

We are transforming all of our businesses to ensure they address climate change through collaboration with other related divi-
sions to formulate a framework, such as drafts and targets for Groupwide carbon neutrality strategies, with a focus on the
Carbon Neutral Promotion Division established in April 2022.

First, we carry out self-implementation, one of our strengths, significantly bringing forward our targets for reducing green-
house gas emissions. We will further advance these initiatives going forward to enable this. (—P57)

Co-Creation

NESIC signed a capital and business alliance agreement with CONNEXX SYSTEMS Corporation, a startup that develops storage
batteries. Going forward, we aim to fully expand projects into the community development field by reinforcing energy projects
through co-creation. (—P48)

SIMr:lHE/SEI'\C/I o CEMS*3 RA Cloud*#

Renewable energy Storage batteries EMS Smart building Data Center Smart stadium
and solar power solutions

*1 SIM (Simulator): Solar power generation simulator

*2 EMS (Energy Management System): System to optimize energy management by visualizing energy usage conditions

*3 CEMS (Community Energy Management System): System to manage energy throughout a community

*4 RA cloud (Resource Aggregation Cloud): Cloud service for integrated control of decentralized energy resources and creation of coordination capabilities

Community Development Strategies and Progress

NESIC provides a hybrid-style disaster countermeasures office that connects to a virtual office and enables the utilization of
various information in real time. As a result, we will contribute to corporate risk management and support for business continu-
ity by enhancing the speed of each stage, from understanding circumstances to decision-making. We invite customers to experi-
ence this actual service at NESIC’s Nihonbashi Innovation-Base.

Real & virtual disaster risk management office / BCP model

Real disaster risk management office Virtual disaster risk management office

ANNUAL REPORT 2023
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Progress of Medium-Term Management Plan Shift up 2024

Basic Strategy 3: Evolve into DX-Native Company

To further accelerate our spiral-type growth model, we are working to develop human resources who possess advanced exper-
tise and are the source of customer value. While advancing the innovation of DX platforms that support management, we will
also take the opportunity of our headquarters relocation to accelerate sustainability management.

Development of Advanced Human Resources

We position employees as consulting personnel who are unique to NESIC, advanced DX professionals who enact specific
reforms, and next-generation network professionals who possess high-level techniques as a priority focus, and are strengthen-
ing the training and acquisition of human resources with advanced expertise.

Performance in fiscal year ended

March 31, 2023 39 444 1 ,21 6
Targets for fiscal year ending

March 31, 2025 190 1,190 1,580

Note: We have revised definitions and targets set during the announcement of the medium-term management plan to include additional criteria, such as skill level acquired from
qualifications and training.

Innovation of Management Platform to Realize DX

We are advancing the development and utilization of a management platform that supports NESIC becoming a “DX-Native”
company.

Regarding the digitalization of processes, we are extending Salesforce, which we began introducing in sales areas from the
fiscal year ended March 31, 2020, to all customer-related processes. Furthermore, we have completed construction of a
Companywide data platform to support digital management in the fiscal year ended March 31, 2023. We integrate customer
information, financial information, and non-financial information and leverage the knowledge not only for in-house use but also
in consulting services for customers based on our self-implementation practices.

We plan to complete the shift to digitalization for all processes in the fiscal year ending March 31, 2025 by replacing the basic
operations system developed in-house with the global standard of cloud-based enterprise resource planning (ERP).

Through utilization of this management platform and development of DX human resources, we will realize our transformation
into a DX-Native company.

Business foundation that supports our spiral-type growth model

1. Acceleration of original value creation: social value creation
through Symphonict
Aims 2. Advancement of problem-solving capabilities: business
foundation that supports transforming businesses to address
climate change
3. Transformation into a DX-Native company: establishment of
digital native personnel, organizations, and management

Data Platform

pate « Utilization and standardization of data
platform .
Companywide - .
Data + Creation of balance between data governance : 4 SYmPhOI'IICT
. and data democratization policies
Integration - .
. + Accumulation of knowledge through self-imple-
and Analysis . .
mentation and expansion of external sales
Process integration from Process integration from Utilization of
. customer perspective management perspective non-financial data
Ty « Integration of various customer « Cloud-based ERP + Human resources and skills
information + Global standards « ESG
Business (sales, construction, and « Strategic collaboration * Workstyles
Processes maintenance)
+ Deepening of business utilization
ANNUAL REPORT 2023

Acceleration of Sustainability Management at New Headquarters

In March 2023, NESIC leased an entire building in Shibaura (Minato, Tokyo) and relocated its headquarters.

To further accelerate initiatives for self-implementation, co-creation, and climate change response, we will promote sustain-
ability management by advancing new initiatives as a forum for utilizing advanced networks, including local 5G, and demonstrat-
ing cutting-edge DX solutions.

® Energy control
® Visualization of electricity and fuel usage conditions

H':l:ir
P L

® Co-creation with local communities
® Improvement of well-being and promotion of
health management

e Visualization of information by utilizing DX technology
and increase in management speed

Organizational Strategy

To accelerate the speed of business development, in April 2023 we integrated new business development and DX service devel-
opment functions into each business unit, with a focus on the DX Solutions Business Unit. Through this integration, we will
enhance profitability by creating DX businesses, accelerating proposals through direct approaches to customers, and further
enhancing the value provided by our problem-solving services through their implementation for customers.

Further collaboration for service development and customer implementation functions aimed at improvement of profitability

Environmental & Social Solutions
Business Unit

Network Solutions
Business Unit

DX Solutions
Business Unit

New Business Development and DX Services

Environmental & Social Solutions

DX Solutions Network Solutions
Business Unit Business Unit Business Unit

DX Business Themes

® Workstyle innovation ® DX for local governments
® Beyond 5G

® CX and BX ® Digital twins
® Next-generation network services

@ Digital twins ® Carbon neutrality
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Financial and Capital Strategy

We aim to achieve our medium-term
management plan and maximize
corporate value through a corporate value
development cycle that rotates between
non-financial and financial approaches.

Hiroyuki Sekizawa

Senior Vice President, Chief Financial Officer (CFO) and
Member of the Board

Approach to Sustainable Shareholder Value / Corporate Value Enhancement

Our approach to sustainable growth remains unchanged,
placing importance on the integration of “maximizing finan-
cial value” based on ROE and “strengthening non-financial
value / ESG” with a focus on materiality. Under our medium-
term management plan Shift up 2024, we will actively invest
toward future growth and proceed with sustainability

management to accelerate our cycle of corporate value
creation from non-financial to financial enhancement and
back again. While doing so, we will ensure that progress is
clearly visible to all stakeholders and engage in constructive
dialogue with the aim of increasing corporate and share-
holder value by improving ROE and lowering capital costs.

Sustain Improvement in Corporate Value

Financial value
(Enhancement of ROE)

Non-financial value
(Reduction of capital costs)

Growth in E - Reinforce existing businesses
+ Create new businesses

net sales

« Improve cost structure
Cost of / (increase efficiency of material

[ Margin sales ratio and outsourcing costs,
advance in-house production) T
e : '”f‘f”?ase operating expense Sharpen core competencies
expense % efficiency ..
efficiency + Reduce admin. staff expenses . such as personnel training,
Reinforce improve ESG
portfolio X
&— - Improve cash-conversion cycle management
« Further strengthen governance of
&— investments
* Reduce assets
lize debtwhil ’ Improve information
« Utilize debt while considering N
] “~ financial soundness disclosure through IR and
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Maximization of Financial Value Based on ROE

In terms of maximizing financial value, to increase ROE and
continuously achieve and maximize returns that exceed
capital costs, we will roll out measures in business divisions
focused on profit margin on sales and the total asset turn-
over ratio, which are both components of ROE, and imple-
ment a PDCA cycle. While we utilize a Capital Asset Pricing
Model (CAPM) and other methods to understand assumed
capital costs, we are conservative in our judgements when
looking at the business, keeping in mind investor expecta-
tions and the level of capital efficiency we are aiming for.

Although profit and profit margin have certainly risen
compared with the past, levels are still low compared to
competitors. We also have issues with stability in that it
fluctuates significantly depending on the existence of proj-
ects. Our shift to a spiral-type growth model (—P33), build-
ing recurring relationships with customers, aims to achieve
sustainable growth both in terms of society and customers
and of NESIC, thereby creating profit stability and high prof-
itability. At the same time, for sustainable ROE improvement
and profit growth, we are constantly carrying out project
portfolio management (PPM) with an awareness of capital
efficiency as an important theme of management, and are
strengthening monitoring. After setting a hurdle rate based
on factors including capital costs, we analyze and assess
the approximately 20 divisions and consolidated subsidiar-
ies that make up each segment from the perspective of
ROIC and growth. Where businesses face issues, business
units collaborate to create and execute improvement plans,
a process in which | am involved.

Application of Indicators That Take Growth in Return on
Invested Capital into Account (ROIC x Sales Growth Rate)

i c
High 5
=
) 53
Consideration of Progresglve £ g
Regrowth Expansion 82
© O
=0
= 2
S 5
=
x c2
R
*E o
) o ®
Structural Reforms Reinforcement of IS =
/ Withdrawals Profitability -E, ]
o
g
2
Low w e
Growth in Sales .
Low High

When advancing these strategies, we intend to actively carry
out business investment, human investment, and investment
in information technology. We will achieve a balance between
growth investment and profit growth by expanding sales and
improving profitability by reaping the profits from investments
and promoting PMM. As target indicators, we aim to achieve
an operating margin of 9.2% and ROE of over 13% by the fiscal
year ending March 31, 2025.

In the first year of the medium-term management plan, the
fiscal year ended March 31, 2023, there was a decrease in
profits for the year. This was due to profit creation capabilities
failing to improve as hoped due to sales growth lagging behind

expectations with the lengthening of lead times to point of sale
because of the impact of semiconductor and component
shortages, and longer-than-expected delays in improvement in
gross profit margin due to factors that include rising procure-
ment costs caused by yen depreciation. As a result, we were
unable to cover expanded strategic costs based on policies in
the medium-term management plan. Meanwhile, in the fourth
quarter, we were able to cover increasing costs as external
factors that had been causing performance to decline began
to be eliminated. Going forward, | will be mindful of balancing
investment from a medium- to long-term perspective with
short-term performance. The establishment of our spiral-type
growth model has produced constant progress (—P33) in that
we surpassed our previous record, with order backlogs increas-
ing 22% year on year.

The fiscal year ending March 31, 2024 holds a sense of
uncertainty for the macro environment and telecommunica-
tions carriers. However, while thoroughly ensuring a link
between such an abundance of order backlogs and sales,
we will steadfastly increase profit by actively engaging in
the area of DX/workstyle innovation and fields that are
seeing favorable movement in areas related social infra-
structure, namely marine, space, and national security, as
strategic costs increase.

Furthermore, to raise asset efficiency and improve cash
flow creation capabilities, in a continuation from the previ-
ous medium-term management plan, we are making efforts
to improve the cash-conversion cycle (CCC), developing
systems and structures such as for the revision of rules
regarding accounts receivable management and their incor-
poration into internal performance reviews. We have also
promoted the changing of awareness through methods that
include the use of educational comics and holding training
for all sales employees. In the fiscal year ended March 31,
2023, the CCC slowed with a deterioration in both the turn-
around time for accounts receivable and the time for inven-
tory turnover. This was because of an overemphasis on
sales in the fourth quarter due to the impact of semiconduc-
tor and component shortages, and because we strategically
increased inventory to secure delivery dates.

However, the ability to implement activities has been
increasing, with front-line managers in charge of sales and
other areas gathering to identify issues and consider mea-
sures in areas that need improvement through workshops
using best practices as a reference. | feel that we have
made steady progress, such as advancement of initiatives
for CCC activities and fostering of awareness.

Cash Conversion Cycle (Days)
Fiscal year Fiscal year
ended March | ended March
31,2022 31,2023 | 'mprovement
CCC 86 98 -12
Accounts receivable 123 133 -10
turnover (days)
Inventory turnover 13 18 -6
(days)
Trades payable 49 52 3
turnover (days)
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Financial and Capital Strategy

Over the past few years, our overseas businesses have
continued to record losses and we sincerely apologize for
the concern this has caused shareholders and investors. |
have already visited the front lines and we are taking mea-
sures with the aim of reinforcing collaboration and commu-
nication with overseas affiliates. We aim to strengthen
internal controls by not only reinforcing project manage-
ment at these affiliates but also through the Japanese side
increasing the number of audit personnel at overseas
subsidiaries.

In regard to capital allocation, our policy is to prioritize
M&As and investments based on our business strategy,

while giving consideration to stable shareholder return upon
securing cash on hand that is equivalent to approximately
two months of net sales. This is in preparation for sudden
needs for funds going forward and our responsibility to
consistently provide highly reliable services, including the
development of social and public infrastructure, and this
entails having a sound financial foundation in place.
Meanwhile, if the need for funds were to arise, we will priori-
tize the use of loans to the extent that it does not impair
NESIC'’s financial position upon ensuring security, and
through this means, take shareholder value into consideration.

Non-Financial Value / ESG Reinforcement Focused on Materiality Issues

In addition to improving sales and ROE, | believe non-
financial value / ESG will mitigate future risks for both soci-
ety and NESIC, and contribute to increases in corporate
value from the perspective of achieving business growth
and reducing the cost of capital. Accordingly, we have also
been actively focusing on this in addition to financial
aspects. We have set non-financial indices such as the

reduction of greenhouse gas emissions, the development of

highly skilled professionals, and the achievement of a high
employee engagement score as management targets under
the medium-term management plan. We will also transform
all of our businesses to ensure that they are able to address
climate change and work to strengthen our disclosure in
this area. (—P30)

Furthermore, we will not simply disclose non-financial
information in response to requirements from society but
will also advance our response in order to show the connec-
tion between financial and non-financial information,
explaining the path toward enhanced sustainable corporate
value. In particular, regarding human capital, we described
related indicators (—P58) after clarifying the relationship
between management strategy and finance. Going forward,
we hope to thoroughly explain these results to the entire
capital market.

Additionally, regarding the environment, we announced
our endorsement of the TCFD recommendations in
December 2021 and established the Carbon Neutral
Promotion Division in April 2022. While we have reinforced

our strategic climate change response measures in terms of

Outside Evaluations / Selection of Indices

p
O JPX-NIKKEI 400 J

FTSE4Good

JPX-Nikkei 400

FTSE4Good Index Series FTSE Blossom Japan Index MSCI Japan Empowering

both risk and opportunity, we will bring forward and revise
our targets for reducing CO2 emissions in Scope 1 and
Scope 2 to further accelerate our contribution toward cli-
mate issues and fulfill our responsibility as a company.

As CFO, | have been actively engaging in constructive
dialogue with people in the capital markets. | believe it is
vital to implement a cycle of issue awareness through this
dialogue, reflecting notable points in management activities,
explaining results, and holding further dialogues. Based on
this approach, over the past few years, in addition regular IR
activities such as explanations of results and question-and-
answer sessions, and | have promoted dialogue with cover-
age analysts and investors from the perspective of
improving corporate and shareholder value. The recent
expansion of current disclosure and the aforementioned
increased efforts to connect financial and non-financial
aspects are also a result of these discussions. On a positive
note, other listed companies have taken an interest in this
initiative as a practical example of corporate value enhance-
ment through two-way communication between corpora-
tions and capital markets. This has led to NESIC's Selection
for the “Most Liked!” IR Award at the Best IR Award 2022
hosted by the Japan Investor Relations Association. While
two-way communication with capital markets is a given, we
will continue to take the lead in steadily building on these
efforts, as this will lead to the creation of relationships of
mutual trust, which will in turn contribute to reduced capital
costs.

3 P40
2023 CONSTITUENT MSCI JAPAN

FTSE Blossom
Japan Index

Sompo Sustainability Index

SNAM Sustainability Index
Women (WIN) Select Index*

* THE INCLUSION OF NEC Networks & System Integration Corporation IN ANY MSCI INDEX, AND THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE MARKS OR INDEX NAMES
HEREIN, DO NOT CONSTITUTE A SPONSORSHIP, ENDORSEMENT OR PROMOTION OF NEC Networks & System Integration Corporation BY MSCI OR ANY OF ITS AFFILIATES.
THE MSCI INDEXES ARE THE EXCLUSIVE PROPERTY OF MSCI. MSCI AND THE MSCI INDEX NAMES AND LOGOS ARE TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS

AFFILIATES.
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Shareholder Return

Based on a sound financial position and after securing
funds for investment in future growth, NESIC comprehen-
sively takes into account consolidated business perfor-
mance, free cash flows, the expectations of shareholders,
and other factors, while emphasizing dividend on equity
(DOE) as a dividend indicator rather than the dividend
payout ratio, which is influenced by short-term business
performance. In the process, we pay stable dividends on a
continuous basis to shareholders who have continued to
support us over the long term.

Under Shift up 2024, we set the DOE level as 5.0% with
consideration given to the projected levels of ROE and divi-
dend payout ratio. Accordingly, following an increase in the
annual dividend per share for the 17th consecutive year,
from ¥46 per share in the fiscal year ended March 31, 2023,
we plan to increase the dividend to ¥49 per share in the
fiscal year ending March 31, 2024. Going forward, we will
work to provide even higher levels of return to shareholders
by continuing to strengthen our profitability. We consider
share buybacks based on a comprehensive review of invest-
ment in future growth and share price, cost of capital,
increases in shareholder value, and other factors.

Total Shareholder Return

(Times)

00 NESIC = TOPIX

T * Price including dividends relative to TOPIX, with
the closing price on March 31,2012, setat 1.

70

6.0

50

A0

30

20

10 \A__/

05 2013/3 2014/3 2015/3 2016/3 2017/3

2018/3

* Total shareholder return: Total shareholder return, including capital gains and dividends

* Method for calculating total shareholder return: NESIC: Cumulative dividends paid and changes in share price; TOPIX: Calculation by share price index with dividends (prepared by NESIC)

Under Shift up 2024, we are making efforts to enable
returns to all of our shareholders in terms of capital gains
by improving both financial and non-financial value through
active investment, in addition income gains based on our
approach to dividends.

Cash Dividends per Share*

49
® 46
Increasing dividends for P

17th consecutive year 35

4.7

(FY)

* Figures prior to the fiscal year ended March 31, 2020 have been adjusted to reflect
the three-to-one stock split on June 1, 2020.
* Forecast as of April 28,2023

2019/3 2020/3 2021/3 2022/3 2023/3 (FY)
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Financial & Non-Financial Highlights

Financial Data

Orders Received / Net Sales

Orders received exceeded our previous record.
Despite the impact of lengthening lead times
due to semiconductor and component short-
ages, net sales have showed signs of improve-
ment going forward since the end of the fiscal
year ended March 31, 2023.

(¥ billion)

400

200

100

2019/3 2020/3 2021/3 2022/3 2023/3 (Fv)

W Orders received M Net sales

Owner’s Equity / Owner’s Equity Ratio
Owner’s equity remained at 52.9%, the same
level as the previous fiscal year. As a company
that facilitates the development of social
infrastructure, we maintain a solid financial
base.

(¥ billion / %)

150 141.2 100
1347 1

123.7

80

20

0
2019/3 2020/3 2021/3 2022/3 2023/3 (FYE)

 Owner’s equity (left) == Owner’s equity ratio (right)
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Operating Income / Operating Margin

Operating income fell slightly as a result of
being unable to absorb higher strategic costs,
such as from the relocation of NESIC head-
quarters, and an increase in resources related
to the creation of new businesses, due to
delays in the recording of sales and the impact
of the depreciating yen.

(¥ billion / %)

30 12
25.6

232 22.8

2019/3 2020/3 2021/3 2022/3 2023/3 (Fv)

m Operating income (left) == Operating margin (right)

ROE / ROA

We maintained a two-digit ROE of 10.0%,
despite a decrease compared with the previ-
ous fiscal year due to the impact of lower
incomes. As a medium-term target, we aim to
exceed 13% by promoting the improvement of
profitability and working capital efficiency.

(%)

2019/3 2020/3 2021/3 2022/3 2023/3 (Fy)

== ROE
== ROA

Net Income Attributable to Owners of
the Parent

Net income attributable to owners of the
parent decreased slightly due to factors
including a minor fall in operating income and
the recording of an extraordinary loss related
to the relocation of NESIC headquarters.

(¥ billion / %)

16 6
12

4
8

2
4
0 0

2019/3 2020/3 2021/3 2022/3 2023/3 (FY)

m Net income attributable to owners of the parent (left)

== Net income ratio attributable to owners of the
parent (right)

Cash Flows

While free cash flows were in the negative, this
was due to the impact of a lag in the timing of
money received following delays in the record-
ing of sales.

(¥ billion)

25

227

-56 -43 -4.9

-6.7 -7.2

2019/3 2020/3 2021/3 2022/3 2023/3 (Fy)

M Net cash provided by (used in) operating activities
M Net cash provided by (used in) investing activities
M Free cash flows

Non-Financial Data

Greenhouse Gas Emissions

We are working to reduce greenhouse gas
emissions with the aim of helping realize a
low-carbon society.

(t-CO2)
120,000 1,146,038 1,200,000
1,063,199 ,022
978,020
919,400
90,000 900,000
60,000 600,000
30,000 300,000
9,525 84568062/l 8,321

2019/3 2020/3 2021/3 2022/3 2023/3 (Fv)

M Scope 1and 2 (left) M Scope 3* (right)

* In terms of Scope 3, we revised calculations for
figures from FY2020/3 onward based on the
results of third-party verification for FY2022/3 data.

Number of New Graduate Hires /
Number of Mid-Career Hires

To accelerate the creation of new value, we
secure individuals of various backgrounds
through new graduate and mid-career hires.

(Employees)

159

160

120

80

40

2019/3 2020/3 2021/3 2022/3 2023/3 (Fv)

M Number of new graduate hires
B Number of mid-career hires

Total Waste Emissions

Despite an increase in total waste emissions
from projects that involve dismantling and
demolition construction in the fiscal year
ended March 31, 2023, we are striving to
reduce the amount of waste emissions from
our business activities.

®

8,000

6,867

6,000

4,000

2,000

2019/3 2020/3 2021/3 2022/3 2023/3 (Fv)

Average Monthly Overtime (Per Employee) /
Ratio of Paid Leave Per Person / Ratio of
Male Employees Taking Childcare Leave

We strive to achieve efficient and effective

workstyles for the purpose of maintaining and
enhancing employee well-being.

(Hours / %)

25 245 245 g
223

20 197 190 80

15 60

10 40

5 20

0 0

2019/3 2020/3 2021/3 2022/3 2023/3 (Fv)

W Average monthly overtime (per employee) (left)
== Ratio of paid leave per person (right)

= Ratio of male employees taking paternity leave (right)

Number of Employees / Ratio of Women /
Ratio of Women in Management
Positions

The number of female employees and the ratio
of women in management positions continue
to rise as they are playing an active role in a
wider range of fields.

(Employees / %)

6,000 24
aga1 4871 4996 5090 >176

4,500 1 18

3,000 12

1,500 6

0 0

2019/3 2020/3 2021/3 2022/3 2023/3 (FYE)

M Number of employees (left)

== Ratio of women (right)

= Ratio of women in management positions (right)

* From the fiscal year ended March, 2023, the aggre-
gation method for calculating the ratio of women in
management positions has changed (now includes
employees seconded to other companies but not
those seconded to NESIC from other companies).

Number of Internal Reports (Sexual
Harassment and Human Relations /
Corporate Ethics)

We have established individual hotlines for
matters related to sexual harassment/human
relations and corporate ethics and are working
to ensure management transparency and
soundness.

(Cases)

100
80
60
40

20

2019/3 2020/3 2021/3 2022/3 2023/3 (Fv)

W Sexual harassment and human relations
M Corporate ethics
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NESIC Segments

At NESIC, we aim to establish a spiral-type growth model in which we build recurring relationships as a strategic partner
to our customers, centered on our site-specific and self-implementation-based consulting services. At the same time, we
will continue to enhance our ability to create social and customer value through the data we accumulate via these recur-
ring business processes. NESIC is currently operating segments based on three organizations, with a market-specific
approach added to our existing technology-specific structure, to proceed with our medium-term management plan.

Breakdown of Net Sales

Operating Income

Consolidated operating income
¥22.8 billion

FY2023/3

3%
Consolidated
37%7 net sales
¥320.8 billion
FY2023/3
25%

M DX Solutions Business M Network Solutions Business
M Environmental & Social Solutions Business Other

Business Segments

DX Solutions Business

Net Sales

¥114.2 billion

Operating Income

¥13.2 billion

FY2023/3

The DX Solutions Business provides a
comprehensive service for consultation
on systems and their development,
maintenance and operation to introduce
network environments and ICT tools for
workplaces, primarily for companies and
local governments, related to ICT that are
essential to our customers’ business
activities and their efforts to improve
business processes.

In particular, we propose workstyle
approaches that are not bound by time or
location, improve productivity, and spur
business innovation through the use of Al,
the loT, digital twins, and other cutting-
edge digital technologies. We also help
diversify and enhance the quality of new
workstyle approaches by improving
corporate value for customers and
addressing social issues such as balanc-
ing work with childcare and nursing care,
and increasing job satisfaction.
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36%

]
I

9.8 billion
0.7 billion
=10.9 billion

M DX Solutions Business M Network Solutions Business
M Environmental & Social Solutions Business Other / Elimination

Network Solutions Business

Net Sales

¥79.2 villion

Operating Income

¥98 billion

FY2023/3

Environmental &
Social Solutions Business

Net Sales

¥1719.2 villion

Operating Income

¥10.7 billion

FY2023/3

The Network Solutions Business provides
system development, maintenance, and
operation services for network infrastruc-
tures that require advanced and special-
ized technical capabilities and ensure
reliability, including such as networks for
telecommunications carriers and their
applicable areas in next-generation
network services including local 5G,
transmission and studio facilities for
broadcasters, space-related businesses
such as satellite and space exploration
operations and ground observation, and
marine businesses such as submarine
communications networks and seismom-
eter systems.

As a manufacturing group system
integrator, NESIC has developed advanced
technological capabilities by developing
products, assessing and examining
systems, and analyzing defects together
with NEC; a wide range of wireless tech-
nologies from Wi-Fi to satellite communi-
cations; and a high level of awareness of
customers’ businesses through its years
of providing system maintenance and
operation services. We also boast a
competitive edge in the form of multiven-
dor Sl capabilities that enable us to use
our aforementioned abilities to address
customer needs at a high level, including
for products of various manufacturers.

The Environmental & Social Solutions
Business provides Sl and construction
services for a wide range of social and
public infrastructures throughout Japan,
including communications infrastructures
and an array of services for local govern-
ments, firefighting and disaster prevention
networks, CATV, and networks for railways
and roads, as well as overseas infrastruc-
ture development businesses, centered on
five local subsidiaries.

We also offer a number of support
services, such as maintenance, operation
and monitoring, and outsourcing for the
various ICT systems and services we
provide.

NESIC helps ensure the safety and
security of systems and services with a
24/7 full-service structure that can dis-
patch personnel and deliver products
within two hours anywhere in Japan,
which can only be provided by a company
that protects social and public infrastruc-
ture, such as contact centers regarding
networks of the customers and compre-
hensive technical centers that provide
logistics and technical services.

Overview by Business Segment

DX Solutions Business

VISION

We aim to become a strategic partner to our
customers that supports their management
strategies through ICT by working with them to
make proposals for improvement and to solve
their issues from various angles, such as work-
style DX.

Opportunities / Threats

® Purpose of DX expanding beyond workstyle innovation to the strength-
ening of management and the business itself as well as extending to
the public sector

® Change in needs from a business model centered on product Sl to a
solution service delivery model that utilizes cloud services

Medium-Term Strategy and Progress

As the impacts from the COVID-19 pandemic fade, the need to
innovate workstyles and workplaces is accelerating, such as
hybrid workstyles that combine the merits of home and office
environments through the utilization of DX technology. NESIC is
reinforcing consultations from a customer standpoint by utilizing
the knowledge we have built up through self-implementation to
date. At the same time, we are reinforcing the provision of ser-
vices that support the enhancement of customers’ management
capabilities and corporate value. This is achieved by implement-
ing a cycle of improvement proposals to stay ahead of the cus-
tomer based on data analysis of cloud service and network
usage through the operation of systems we provide. We are
steadily advancing preparations, including the creation of new
solutions and reinforcement of resources, in the fiscal year
ended March 31, 2023, the first year of the medium-term man-
agement plan. This was despite downward pressure due to
factors including the impact of sudden exchange rate fluctua-
tions, semiconductor and component shortages, and a deterio-
rated sales mix resulting from the conventional private branch
exchange (PBX) service business contracting faster than
expected during this period. These negative factors from the
previous fiscal year are beginning to dissipate. At the same time,
we are reinforcing our approach to customers divided into differ-
ent growth themes, such as workstyle DX, next-generation

Osamu Kikuchi

Senior Vice President,
Chief Digital Officer (CDO),
Executive General Manager,
DX Solutions Business Unit

Strengths / Features

® Extensive customer relationships and a proven track record cultivated
through the development of various ICT infrastructures

@ Capabilities to apply the high level of technology and service platforms,
such as operation and maintenance, required to the NEC Group on a
multi-vendor basis

® Know-how related to DX and workstyle innovation cultivated through
co-creation activities with customers and Companywide self-
implementation activities and its provision capability as a real solution

network security, data analysis and utilization, digital twins, and
local government DX and ensuring that business results are
linked to our efforts to date. We aim to achieve our medium-term
management plan by accelerating growth measures, including
practices at our new headquarters and Nihonbashi office and
development of an offering-type business model, and enhancing
profitability by adding more value to the services we provide.

Net Sales Operating Income
(¥ billion) (¥ billion)
150 20 19.0
130
120 1142 2 16
108.0 ' 14.0
13.0 13.2
90 12
60 8
30 4
0 0

2022/3 2023/3 2024/3 2025/3  (FY) 2022/3 2023/3 2024/3 2025/3  (FY)

(Forecast)  (Plan) (Forecast)  (Plan)
* FY2022/3 figures shown above have been reclassified to reflect the restructuring of

business segments in April 2022.
* Forecasts for FY2024/3 are as of April 28, 2023.
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NESIC Segments

Network Solutions Business

VISION

We offer advanced technologies with high
specialty to connect society from the floor of the
ocean to the far reaches of outer space in optimal
forms to help realize a digital society with greater
security and convenience.

Opportunities / Threats

® 5G technology popularization and telecommunications carrier
investment trends

® Change in needs for development of social infrastructure toward real-
izing a sustainable society (including expansion of use into outer space
and strengthening of disaster response and national security)

® Break free from vendor lock-in through the trend toward openness and
virtualization

Medium-Term Strategy and Progress

In the fiscal year ended March 31, 2023, there was an impact
from a reduction in infrastructure investments by telecommuni-
cations carriers. While we do not expect a fast recovery from this
hesitance to invest, we are focusing on areas in which invest-
ments continue, such as strengthening of networks, and expand-
ing services to meet customer needs for reducing their
operational costs, including visualization and automation of
operations. The launch of the entire local 5G market was delayed
compared to initial expectations, however implementation is
starting to move ahead of schedule in markets that require a
high level of reliability, such as power plants and transportation
infrastructure. We will build up results here in preparation for a
full-scale market launch.

Meanwhile, in the area of social infrastructure, the market is
more active than predicted so we aim to accelerate business
expansion. The reinforcement of submarine communications
networks is advancing in response to increased traffic in the
marine domain and we anticipate business expansion in the
future as a result of demands related to the diversion of subma-
rine communications technology into power line construction for
offshore wind power, and monitoring and observation demand
for disaster prevention and resource development. In the space
and radio wave domains, in addition to higher demand for
national security, there are expectations for new areas, such as
space-related application in the private sector. We will further
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Yukinobu Noguchi

Senior Vice President,
Executive General Manager,
Network Solutions Business Unit

Strengths / Features

® Unrivaled strengths in communications technology as a member of the
NEC Group and multi-vendor Sl capabilities that leverage our years of
experience

® Wide range of wireless technologies from Wi-Fi to satellite
communications

® Extensive customer base in social infrastructure and deep understand-
ing of our customers’ business activities acquired through our years of
providing maintenance and operation services

promote differentiation by utilizing our strengths from ground
equipment to satellites and system design to development, and
its operation through utilization of DX technology, such as Al
image analysis.

Despite challenging conditions for telecommunications carri-
ers, we aim to achieve business growth for the entire Network
Solutions Business as planned by accelerating initiatives in the
social infrastructure domain.

Net Sales Operating Income
(¥ billion) (¥ billion)
100 97 15 14.0
81.9 79, 85
12 10.8 11.0
9.8
60 9
40 6
20 3
0 0

2022/3 2023/3 2024/3 2025/3 () 2022/3 2023/3 2024/3 2025/3  (FY)

(Forecast)  (Plan) (Forecast)  (Plan)

* FY2022/3 figures shown above have been reclassified to reflect the restructuring of
business segments in April 2022.
* Forecasts for FY2024/3 are as of April 28, 2023.

Environmental &

Social Solutions Business

VISION
On the strength of our engineering capabilities
and our network of service centers, we aim to
become a business operator that helps create
and develop communities where people can
continue to live safely and with peace of mind
while helping revitalize regions by achieving a
recycling-oriented society.

Opportunities / Threats

® Increase in ICT investment triggered by the shift toward a decarbonized
society and digitalization, and disaster prevention and mitigation by
local governments

® Decrease in existing businesses due to increasing migration to cloud
services

Medium-Term Strategy and Progress

Our strengths include the construction and engineering capabili-
ties and a nationwide support service network. Based on these,
we are directing our attention to creating high-value-added ser-
vices aimed at development of safe and secure communities
and the realization of a decarbonized society by producing a
solutions service that connects Groupwide DX and next-
generation network technology. Accordingly, we aim to reinforce
profitability through provision of such high-value-added services
and advancement of our construction and maintenance infra-
structure that utilizes DX technology.

In community development, we will support the quick recovery
of infrastructure and the maintained safety and security of resi-
dents following natural disasters. This includes provision of
common platform services that connect map information across
industries such as telecommunications, gas, water, and trans-
portation and a virtual disaster countermeasures office that
enables rapid information-sharing and decision-making when
gathering in person is difficult during a disaster. To realize a
decarbonized society, we will develop comprehensive solutions,
from visualization to downsizing and substitution, based on
knowledge gained through self-implementation to reduce green-
house gas emissions by 89% in fiscal 2024 and to net zero in
fiscal 2030. In addition, we are carrying out initiatives that
include co-creation with startups that utilize unique electricity
storage technology and development of liquid immersion

Kazuhiko Takeuchi

Senior Vice President,

Chief Engineering Officer (CENO),
Executive General Manager,
Environmental & Social Solutions
Business Unit

Strengths / Features

® Construction and support service assets that can be handled nation-
wide, even in mission-critical public and social infrastructure

® Ability to provide solutions by linking industry knowledge with
Groupwide DX and network technology

cooling technology that significantly reduces electric consump-
tion for air conditioning in data centers.

Furthermore, we are striving to resolve food issues by com-
mencing operation of an onshore salmon aquaculture farm that
utilizes DX technology. While we faced a slow start in the fiscal
year ended March 31, 2023 due to the impact of exchange rate
fluctuations and semiconductor and component shortages, we
aim to achieve our medium-term management targets by taking
the opportunity to expand the market in these areas going forward.

Net Sales Operating Income
(¥ billion) (¥ billion)
150 140 20
12
120 115.0 1192 16 16.0
90 12 10.7 120
8.2
60 8
30 4
0 0

2022/3 2023/3 2024/3 2025/3  (Fv) 2022/3 2023/3 2024/3 2025/3  (FY)

(Forecast)  (Plan) (Forecast)  (Plan)
* FY2022/3 figures shown above have been reclassified to reflect the restructuring of

business segments in April 2022.
* Forecasts for FY2024/3 are as of April 28, 2023.
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Special Feature 1: Co-Creation Dialogue

Aiming to Realize a Sustainable Society through Unique and Innovative Technology

\

Founder, CEO
CONNEXX SYSTEMS

Hisashi Tsukamoto

1l |

o
Takahiro Uchino

General Manager
Energy Solutions Division
Environmental & Social Solutions
Business Unit

o
Nobuko Endo

Manager
Energy Solutions Division

Environmental & Social Solutions

Business Unit

NESIC is advancing the reinforcement of the energy business to achieve carbon neutrality. As part of this, we
are engaging in co-creation with CONNEXX SYSTEMS Corporation, a startup that develops storage batteries.
The dialogue below focuses on the aims of both companies through co-creation and their future goals.

Co-Creation to Deliver New
Technology to Society

Uchino Measures to achieve carbon
neutrality are progressing around
the world. Under our medium-term
management plan Shift up 2024,
NESIC has adopted policies that
shift all businesses to ensure they
address climate change, and we
are expanding our renewable
energy business, including solar
power. In achieving such carbon
neutrality, one issue that must be
addressed is the popularization of
energy storage systems.

Endo To continually reinforce our
energy business, NESIC needs a
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strong partner with an energy stor-
age system that has the technical
capabilities necessary for a stable
supply of renewable energy. Based
on these circumstances, we
approached CONNEXX SYSTEMS
Corporation, which develops and
provides unique and innovative
energy storage systems, and com-
menced co-creation through a
capital and business alliance
agreement in November 2022.

Tsukamoto CONNEXX SYSTEMS
is a storage battery development
startup. While we currently create
industrial-use energy storage sys-
tems that utilize existing lithium-ion
batteries as a key business, we
also engage in the development of
innovative energy storage technol-
ogy and batteries. The reason for
our business alliance is the belief
that by integrating these technolo-
gies and products with NESIC's ICT
and cloud-based technology, con-
struction, operation, and mainte-
nance resources, we could create
new services and contribute to
society in a truly valuable way. |
founded CONNEXX SYSTEMS on
the concept of delivering our

unique currently-in-development
high capacity rechargeable iron-air
battery called the SHUTTLE
Battery™. The SHUTTLE Battery™ is
an innovative battery that stores
energy generated by utilizing the
oxidation reaction of iron. The
energy density is five times that of
the currently popular lithium-ion
batteries but is a tenth the cost.
Additional advantages include the
fact that the battery is environmen-
tally friendly because the active
materials are iron and air and that
anyone, anywhere in the world can
enjoy the benefits of this technol-
ogy fairly and cheaply. Furthermore,
at the same time as developing this
SHUTTLE Battery™, another key
project we are engaging in is the
reuse of EV batteries in industrial-
use energy storage systems.

Game-Changing Technology

Tsukamoto The energy storage
system CONNEXX SYSTEMS
possesses, EnePOND?, is advanta-
geous in terms of price because,
through its patented technology,
we can reuse the batteries taken
from electric vehicles without
modifying them. Additionally, the
system is impressive for achieving
extremely low COz emissions
during manufacturing, so we

are trying to speed up its
implementation.

Uchino | think that this CONNEXX
SYSTEMS technology is amazing—
reusing EV batteries so they can be
reborn as a storage system for
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renewable energy. | hope we can
expand EnePOND® nationwide by
combining this with NESIC's ICT
strengths of operational manage-
ment and remote monitoring and a
national service network. With
EnePOND® and SHUTTLE Battery™,
| believe we can immediately
expand large-scale energy storage
systems, for which price has been
a barrier to popularization, which
will be a game-changer. There are
numerous regions and islands
around the world that still acquire
energy through generators, and
electricity is become difficult to use
due to steep rises in fuel costs. If
we can implement these batteries,
it will enable us to supply cheap
and stable green electricity even to
these areas, and contribute to
resolving global energy issues.

Endo As other companies start to
focus on reusing batteries from
EVs, | once again get a sense of
your foresight, Mr. Tsukamoto.
While clearly envisioning future
scenarios from a long-term view-
point, we are very eager to create
this new business together with
CONNEXX SYSTEMS, which devel-
ops wonderful products. Through
this co-creation effort, we have
reaffirmed the importance of
reducing CO2 emissions from the
product manufacturing process to
achieve carbon neutrality. | hope
that such a viewpoint will spread
throughout the entire NESIC Group.

Toward Achieving a Carbon
Neutral Society

Tsukamoto | hope that we can
establish and popularize
EnePOND® technology in the next
few years in cooperation with
NESIC. Furthermore, | believe that
we can contribute to a carbon neu-
tral society by advancing the devel-
opment of technology that will
enable us to implement the
SHUTTLE Battery™ in the near
future. To achieve this, we will
closely collaborate with NESIC
going forward.

Endo We appreciate your kind
words. To achieve a carbon neutral
society, first we will put our effort
into expanding EnePOND® technol-
ogy throughout society by utilizing
NESIC's ICT, operation, and mainte-
nance. In the future we aim to be
an integrated service provider in
the energy business area, and will
engage in endeavors that include
development of integrated monitor-
ing services for energy storage
systems through co-creation with
CONNEXX SYSTEMS.

Uchino NESIC has set a target of
realizing net zero CO2 emissions in
2030, ahead of achieving carbon
neutrality in 2050. One of the keys
to achieving this is the establish-
ment of an energy business that
focuses on renewable energy and
energy storage systems that are
the foundation of its stable supply.
Going forward, we hope to continue
collaborating, and to promote
carbon neutrality together.
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Special Feature 2: In-House Roundtable

Moving Forward Under Self-Implementation: New Headquarters Relocation Project

Kuri Okamoto Tomomi Abe
Business Creation Division Promotion Division Administration Division
DX Solutions Business Unit Empowered Business

DX Solutions Business Unit

Reika Takahashi Hiroyuki Sumitomo Tomoki Mikata
Promotion Division
Empowered Business
DX Solutions Business Unit

Administration Division

In March 2023, NESIC relocated its headquarters. Members of the new headquarters relocation project estab-
lished at that time are gathered here to exchange opinions on the theme of self-implementation measures
aimed at deepening sustainability management.

Background to Launch of
New Headquarters
Relocation Project

Takahashi In April 2022, NESIC
decided to relocate its headquar-
ters. The new location was a
former university, and we signed a
lease on an entire building, with its

layout remaining mostly unchanged.

We needed a lot of ideas to be able
to transform this campus used by
students into a headquarters that
is a foundation for achieving our
vision for 2030. Accordingly, we
decided to involve members of
multiple departments, not just the
perspective of the Administration
Division, which supports the man-
agement of the office. This was the
background for launching the new
headquarters relocation project.

Okamoto Ms. Takahashi and
Mr. Mikata, who are from the
Administration Division, were
responsible for the management of
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the entire project and its costs. Ms.

Abe and Mr. Sumitomo, who are
from the DX Solutions Business
Unit, promoted measures that uti-
lize our track record for proposing
workstyle innovation solutions to
customers we work with on a daily
basis. With the aim of creating a
comfortable office that employees
want to work at, | was involved in
the overall direction of the project,
first analyzing the workstyles of
people within the office, and then
incorporating the role of the office
into the plan and spatial design.

Self-Implementation
Measures Aimed at
Deepening Sustainability
Management

At the launch of the project, we
held numerous discussions with
President Ushijima about the
embodiment of sustainability man-
agement, which was designed as

an overall concept for the new
headquarters. We decided on what
the office should look like following
the move with an awareness of
what kind of company NESIC
should be in 10 years after listening
to the President’s opinions on sus-
tainability management and

workstyles.
L
-

N it

Okamoto | also aimed for an office
that aligns with sustainability man-
agement, deciding on how to utilize
the existing fittings, such as parti-
tion walls and furniture. While
keeping much of the furniture from
the old office, we have employed
various concepts to make the loca-
tion feel like a new space. We also
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designed power to be environmen-
tally friendly, such as using green
energy generated on site and
switching to eco-friendly electricity.

Takahashi The new headquarters
aims to become a place to actively
collaborate and co-create with the
local community. We have enabled
the use of open space on the first
floor for various seminars and
events that involve people from
the local community, students,
and others from outside NESIC.
Additionally, the large screen on
the first floor functions as a way
to display the latest information
during a disaster.

Sumitomo We have started self-
implementation of “digital twin,’
technology which aggregates and
visualizes various information such
as customer and management
data and on-site environmental
conditions on one platform. This
technology will enable us to sus-
tain a comfortable office environ-
ment that improves the productivity
of employees, and to reduce CO-
emissions by predicting demand
for air-conditioning and light

within the building, controlling
them accordingly.

Mikata When teleworking, | was
aware of many issues related to
communication with my managers
and co-workers. As a result, we
endeavored to create areas that
enable flexible communication by
designing many free spaces in the
new headquarters. We also utilized
characteristics typical of a university
where entire floors are open-plan to
make it easier to communicate
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across departments. As a result,
the number of people visiting the
floor via the stairs increased, which
| believe plays a part in promoting
health management. Stimulating
communication also leads to

an improvement in employee
engagement.

Enthusiasm for Creating
New Social Value

Mikata We are continuing to
pursue new workstyles that further
invigorate in-house communica-
tion. By utilizing the knowledge we
have gained through this project
not just at headquarters but at all
of our offices, we hope to develop
an office environment across the
entire Group that is easy to work
in, and for it to become the key

to communication between
employees.
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Takahashi After moving, we have
been hearing feedback from vari-
ous employees. We will continue to
pursue a work environment that is
easy to work in and clarify the roles
of each office, while making it into
a place that enhances quality of
operations for each employee uti-
lizing the space for its intended
purpose and ensures the creation
of new value.

Okamoto Through this project,

| believe that we have created a
foundation for the new headquar-
ters that is based on the theme of
sustainability management. As the
next step, we have launched a new
team to carry out self-implementa-
tion of DX technology at the new

headquarters who will take over the
concept of our projects. While the
relocation is complete, this does
not mean everything is finished. We
will realize a headquarters office
that is constantly evolving through
continuous improvement.

- o
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Sumitomo My participation in this
project and the iterative trial and
error of creating an office that
satisfies all parties was a tremen-
dous learning experience. | will
utilize the expertise related to ICT
that | have accumulated to date
and management knowledge
gained through this project in my
operations going forward.

| ’ i/

Through my involvement in
the new headquarters relocation
project, | was able to deepen my
understanding of sustainability
management and reconfirm the
possibilities of NESIC's businesses
and technologies. Workstyle inno-
vation with an awareness of sus-
tainability is rapidly gaining interest
among customers, and we will
provide them with our knowledge
gained through self-implementa-
tion as we contribute to the realiza-
tion of a society where work is
comfortable and rewarding.
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Environment

Disclosures Based on TCFD Recommendations

As part of the NEC Group, we committed to formulating Science
Based Targets (SBT) in December 2017, obtained SBT certifica-
tion the following year, and are promoting initiatives aimed at
carbon neutrality with 1.5°C certification from the SBT initiative
for its current targets.

As greenhouse gas (GHG) emissions from the supply chain
(Scope 3) are overwhelmingly greater than GHG emissions from
NESIC (Scope 1, 2), we are pursuing reductions throughout the
supply chain.

We completed approximate calculations for the applicable
Scope 3 categories for the fiscal year ended March 31, 2023 and
received third-party verification in February 2023. We will con-
tinue to lower Scope 1 and 2 emissions, promoting thorough
visualization and refinement of Scope 3 and promote emissions
reductions throughout the supply chain.

Outline of TCFD at NESIC

Governance

(Approval, supervision, accountability, reporting, and review)
Note: Sustainability Management Committee and Board of Directors

Report
Supervise

PDCA
Cycle

In addition to endorsing the Task Force on Climate-related
Financial Disclosures (TCFD), we have also joined the TCFD
Consortium to exchange information with other companies
and financial institutions that endorse its recommendations.
Additionally, we will contribute to carbon neutrality with the
aim of realizing a sustainable society by participating in the GX
League Basic Concept organized by the Ministry of Economy,
Trade and Industry of Japan, which aims to promote the com-
mercialization and popularization of decarbonization technology
and other measures, as well as participating in the Carbon to X
(C2X) open innovation business platform and promoting the
creation of climate change-responsive businesses.

From the fiscal year ending March 31, 2024, we are accelerat-
ing Groupwide business development by launching our Carbon
Neutral Business Promotion Project.

Supervise Risk Management

(Understand risks and minimize damage)

Risk management focused on the Management Quality
Improvement Committee

Report
Confirm

Strategies, Indicators, and Targets
Action plans to decrease risks, expand opportunities, and achieve lower emissions for 1.5°C-2°C and 4°C scenario analysis

Strategy
« Scenario analysis
Note: FY2024/3: 1.5°C-2°C and 4°C scenario analysis
- Selection of risks and opportunities
« Financial impact of risks and opportunities
Note: FY2024/3: Calculation of flood damage risks

Strategies in action

Indicators and Targets

+ Indicators and action plan for reducing
emissions

Note: FY2024/3: Bring forward reduction targets for Scope

Improvement of strategies 1and2
based on the most recent
status of targets (89% decrease)

Net zero emissions in Scope 2 by end of FY2025/3

+ Transition plan Achievement of net zero emissions in Scope 1 and 2
Note: FY2024/3: Formulation of action plan and by end of FY2031/3

financial plan

Governance

NESIC views climate change and other environmental issues as
critical for promoting sustainability management and realizing
our vision of an inclusive and sustainable society created
through communications.

Regarding issues critical to management strategy, the
Sustainability Management Committee, which is a subcommit-
tee under the Management Quality Improvement Committee and
is chaired by the President and Chief Executive Officer, examines
strategies and measures and exchanges information pertaining
to sustainability and ESG strategies, including climate change
countermeasures, as well as risks and opportunities with the
potential of significantly impacting our business. Outside direc-
tor and others with a deep connection with sustainability attend
Sustainability Management Committee meetings as observers.
They report the results of deliberations to the Board of Directors.
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Note: FY2024/3: Information disclosure and additional measures

In this way, a system is in place for the Board of Directors to
oversee NESIC's climate change measures to ensure that they
are properly promoted.

Since adapting to sustainability management and climate
change are key issues for management decision-making in
business activities, we are formulating environmental policies
based on the responsibilities of the President and Chief
Executive Officer. Based on these policies, we are engaged in
reducing our impact on the environment and risks and expand-
ing contributions through business activities. The Central
Environmental Management Committee, which handles themes
within the Sustainability Management Committee, is chaired by
the Executive Officer in Charge of the Environment and con-
ducts discussions related to key items, such as medium- to
long-term target formulation and investment related to energy

conservation, for promotion under environmental management.
The Sustainability Management Committee discusses propos-
als that are judged to have a significant impact on business
(including vision, medium-term management strategies, and
major investments) and reports to the Board of Directors.

Furthermore, we are formulating targets for reducing CO:
emissions and promoting action through our business activi-
ties to achieve NEC Environmental Targets 2030 (NEC Group
targets for environmental management), based on our Course
of Action for Climate Change Toward 2050 as a member of the
NEC Group.

In April 2022, NESIC established the Carbon Neutral Promotion
Division, directly controlled by the President, to further
strengthen and promote carbon neutral strategies and
management.

Strategy

Companywide Promotion and Governance Structure
for Climate Change

Management .
and Supervision Board of Directors
Business

Execution Executive Committee Business Execution Committee

Management Quality Improvement Committee

ESG

ESG
Execution

Struct . .
ructure Central Environmental Management Committee
Executive Officer in Charge Operations and Business Units
of the Environment (Business strategies,

risk countermeasures)

Carbon Neutral Staffing Divisions
Promotion Division (Companywide strategies,
disclosure support)

Scenario Analysis

To understand the impact of climate change on our business
and identify climate-related opportunities and risks, we imple-
mented the following analysis for various scenarios, referred to

Scenarios Referenced 1.5°C-2°C Scenario

NEC Group assumptions regarding decarbonization scenarios in
Japan, compared them with business environment assumptions
in NESIC's long-term strategies, and analyzed the differences.

4°C Scenario

Agency (IEA)
Announced Pledges Scenario (APS)
Net Zero Emissions by 2050 Scenario (NZE)

Transition Scenarios

Transition scenarios according to the International Energy

Transition scenarios according to the International Energy
Agency (IEA)
Stated Policies Scenario (STEPS)

Intergovernmental Panel on Climate Change (IPCC)
RCP1.9 and RCP2.6
SSP1-1.9 and SSP1-2.6

Physical Scenarios

Scenarios that predict climate change according to the

Scenarios that predict climate change according to the
Intergovernmental Panel on Climate Change (IPCC)
RCP8.5

SSP5-8.5

Source: IPCC AR5 / 6, IEA World Energy Outlook 2021 / 2022

We conduct scenario analyses through Companywide discus-
sions in collaboration with the environmental, planning, and
public relations departments, and business divisions.

In particular, discussions resulted in the prediction that bold
measures and technology innovations will be promoted under
the 1.5°C—-2°C scenario in the transition to a decarbonized soci-
ety. Regarding transition risks, we analyzed that issues including
the rising cost of energy, increasing raw material prices, and
difficulties in procuring materials would become apparent.

Under the 4°C scenario, basic risks and opportunities would
be the same but physical risks, such as the occurrence and

increased severity of heavy rains and flooding, recovery mea-
sures for customer facilities, and increasing frequency of
damage, will be relatively higher.

Meanwhile, we recognize increasing needs across society for
GHG emission reductions and renewable energy in its move
toward decarbonization as an opportunity for NESIC to provide
various ICT services that contribute to carbon neutrality.

We are reporting the results of carrying out analysis and evalu-
ation regarding the details and amount of impact for each risk,
our response to risks, and subsequent opportunities for growth
as follows.
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Environment

Main Climate Change-Related Risks

Definition of Financial Impact and Timeline

Financial impact: No impact expected = Negative impact predicted % Timeline: Short term (2024) Medium term (2030) Long term (2050)
Scope for calculations: Non-consolidated

Government « Cost increases due to higher prices + Reducing power consumption
policies and and lower through office and workstyle innova- | Medium
laws tion, procuring energy through in- term/ » » » ”
house PPA* (transition plan and Medium
action plan 1-4)
Markets and « Loss of business opportunities due + Encouraging suppliers
ratings to inability to meet customer and + Implementing sustainability activities
supply chain demands throughout the supply chain to Medium
« Supplies of materials such as semi- secure components and materials term/ ’ ’ ” ”
conductors, resins and steel, leading Medium
to difficulties in obtaining compo-
nents and materials
Physical risks « Risk of credibility loss and litigation « Predicting disasters using big data,
due to delays or inadequate visualizing disasters through image
responses to the restoration of analysis Less Less ¥700 ¥2120
customer facilities in the event of a + Enhancing disaster response capa- Long than than million | million
large-scale emergency or natural bilities through use of renewable term / ¥230 ¥700
disaster energy (e.g., ensuring the safety of Medium | Million | million
« Increased man-hours and costs in evacuation centers) ’ ’ ” N
line with the frequent occurrence of
disasters and system failures
+ Heat stroke during outdoor work, « Utilizing robots for remote operations
. ! : , ) . Long
increased health risks for employees | + Managing workers’ physical condi- - » » ‘ ”
due to high temperatures, and tion using wearable devices A
- Medium
decreased outdoor work productivity

[Summary of Main Risks]

+ Regarding government policies and laws, we expect a negative
financial impact under the 4°C scenario due to the increase in
energy costs following rising energy resource prices, such as
those for natural gas and crude oil.

+ Regarding markets and ratings, we expect a negative financial
impact under the 1.5°C-2°C scenario and 4°C scenario due to
the anticipated loss of business opportunities, as a result of
being unable to meet customer and supply chain demands in
each business division and difficulties in procuring materials
when providing products and services.

+ Regarding physical risks, we expect a negative financial impact
of decreased sales due to suspension of business based on
the occurrence of large-scale disasters and natural disasters
resulting from climate change. Additionally, we expect a nega-
tive financial impact due to a decrease in outdoor work produc-
tivity amid rising temperatures and an increase in outsourcing
expenses as a result of fewer daytime working hours.

[Summary of Financial Impact Calculations]

Government policies and laws

Financial impact is qualitatively disclosed as the difference in
cost for natural gas and crude oil in 2021 and 2030 under the
World Energy Outlook 2022 Stated Policies Scenario (STEPS)
with the assumption that there is no change between energy

usage in 2021 and 2030.
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* PPA: Power Purchase Agreement

Markets and ratings

We expect increases in procurement costs in 2030 under both
the 1.5°C—-2°C scenario and 4°C scenario due to increase in
demand for semiconductors and rising overseas procurement
costs following competition to secure suppliers. Accordingly, the
results of anticipated negative financial impact are qualitatively
disclosed.

Physical risks

The amount of damage due to business suspension, such as
that caused by flooding, is calculated based on methods from
the Manual for Economic Evaluation of Flood Control Investment
provided by the Ministry of Land, Infrastructure, Transport and
Tourism of Japan. The total amount multiplied by the amount of
value added per person is quantitatively disclosed as a negative
financial impact after calculating the number of days of busi-
ness suspension due to water damage, the flooding frequency
rate, and the correction factor for each office under the 1.5°C
scenario and 4°C scenario.

The amount of financial impact is calculated for the parent
company on a non-consolidated basis and is based on data from
the fiscal year ended March 31, 2023. Furthermore, the results of
heatstroke during outdoor work, increased health risks for
employees due to high temperatures, and decreased outdoor
work productivity are qualitatively disclosed as anticipated nega-
tive financial impacts under the 4°C scenario. This is because
we expect an increase in outsourcing expenses for outdoor
operations due to a rise in days with temperatures above 30°C.

Main Climate Change-Related Opportunities

Definition of Financial Impact and Timeline

Financial impact: Positive impact predicted = No impact expected % Timeline: Short term (2024) Medium term (2030) Long term (2050)
Scope for calculations: Non-consolidated

DX Solutions
Business

Network
Solutions
Business

Environmental

& Social
Solutions
Business

Markets /
Resilience

* In line with the rapidly growing

need for decarbonization measures
as a management issue, demand
and opportunities are expanding for
solution services that include
workstyle and business process
innovations and ICT management

+ Promoting businesses and man-

aged services that utilize the
Symphonict platform aimed at
improving efficiency, visibility, and
productivity through the shift to DX
(—P56 transition plans / action
plan 2)

based on DX, local 5G, IoT, and + Enhancing recurring consulting Medium
other ICT, and there is an increasing services for potential customer term/ » »
need for Al, 0T, and digital issues through operational services High
technology « Strengthening and promoting the
EmpoweredOffice business with
the addition of carbon neutral
measures to office, workstyle
innovation and business process
reforms (—P56 transition plans /
action plan 2)

» Demand and opportunities are Enhancing technical capabilities in
expanding for energy saving and DX, Al imagery, and next-generation
enhanced resilience in carrier and networks such as 5G, and strength-
public network infrastructure ening business through alliances

« Burgeoning demand related to the and co-creation (—P56 transition
strengthening, operation and plans / action plan 8)
management of critical social Enhancing market and business
infrastructure developments through co-creation

+ Expanding business domain and with advanced partners in the
market access through collabora- offshore wind power and aero- Medium
tion and co-creation with other space businesses (—P56 transition —
companies plans / action plan 4) Hidh » »

+ Marine business: Business oppor- + Expansion of space and marine 19
tunities expanding in line with development businesses aimed at
increased demand for offshore environmental monitoring of and
wind power generation predictive detection for worsening

+ Aerospace business: Business natural disasters (—P56 transition
opportunities are expanding with plans / action plan 5)
regard to environmental observa-
tion and disaster prediction using
satellite imagery and other analysis
methods

+ Expanding opportunities for busi- Participating in demonstration
ness associated with the promo- projects, strengthening market and
tion of sustainable and resilient business developments through
community development, including co-creation with partners in the
regional development and the energy and community develop-

Digital Garden City Nation concept ment fields (—P56 transition plans /

« Increasing demand related to action plan 6 and 9)
citizen safety and security, includ- Providing clean energy in response
ing disaster prevention and mitiga- to renewable energy demands
tion, expanding business (solar power and storage batteries),
opportunities on demand for promoting regional new electric
renewable energy and diversified providers, EV infrastructure, and
energy and new industries, includ- managed electricity businesses Medium
ing regional new electric power (—P56 transition plans / action —
providers plan 1 and 7) High » »

» Demand and opportunities are

expanding for stable supplies of
fishery resources unaffected by
rising sea temperatures and reduc-
tions in GHG emissions during
transportation through local pro-
duction for local consumption

« Strengthening R&D on advanced

technologies that contribute to
carbon neutrality, including data
centers utilizing liquid immersion
cooling technologies and market
development through customer
partnering (—P56 transition plans /
action plan 3)

Promoting in-house commercializa-
tion of onshore fish farming and
enhancing business development
through co-creation with leading
local companies
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Environment

Summary of Main Opportunities

+» Under the 1.5°C—2°C scenario, main opportunities related to
climate change are expected to have a positive financial impact
on each business.

+ Under the 4°C scenario, a main opportunity related to climate
change is that, in terms of the increase in burden, providing the
same services will result in no financial impact.

[Summary of Financial Impact Calculations]

+ Under the 1.5°C-2°C scenario, main opportunities related to
climate change are the prediction of financial impact based on
the past compound annual growth rate (CAGR) of each business
and the net sales of business applicable to climate change.

+ Under this scenario, due to business environment fluctuations
and other factors, changes in CAGR may result in changes to
the financial impact of opportunities.

Transition Plans
® Approach to Transition Plans

NESIC’s approach to transition plans encompasses TCFD-related
scenario analysis, risks and opportunities, financial impact, and
disclosure of indicators and targets and interrelated items.

This will result in changes to risks, opportunities, and financial
analysis through continuous improvement of scenario analysis,
changes to established targets of transition plans, and changes
to indicators and targets.

Transition plans will be used as a milestone for implementing
TCFD strategy targets and will be utilized in our overall business
strategies to continue enhancing corporate value going forward.

Formulation of
transition plan
(action plan and
financial plan)

Setting of quantita-
tive KPI indicators
(sales targets and
growth investment)

Formulation of main
opportunities related
to climate change

Connectivity Between Transition Plans and Other TCFD Items

Transition Plan

[Transition Plans]
analysis of TCFD risks and opportunities.

ing opportunities.

+ NESIC is formulating transition plans to achieve targets for reducing greenhouse gas emissions by 2030 based on financial impact and scenario

+ We will implement measures for achieving net zero in 2050 based on action plans and financial plans in 2030, while and reducing risks and increas-

1. Expand businesses such as clean energy services for renewable energy market through on-site and off-site PPA
2. Expand DX decarbonization projects through local 5G, loT services, and business process transformation that utilize
high-functioning, low-energy consumption semiconductors to visualize greenhouse gas emissions

Markets 3. Expand environmental management-style services by integrating facilities with energy, such as next-generation data cen-

renewable energy

ters that utilize liquid immersion cooling technologies
4. Expand business opportunities in line with increased demand for offshore wind power generation in response to needs for

oo

and DX solutions

Resilience ’
tional support

© ©

response to smart cities concept

Expand disaster countermeasures business in response to increasing severity of natural disasters
Expand business opportunities to promote sustainable and resilient recycling-based community development through IT

7. Promote smart disaster prevention and mitigation businesses, from design and construction, to maintenance and opera-

Expand demand and opportunities for energy saving and enhanced resilience infrastructure facilities
Expand opportunities for business associated with promotion of sustainable and resilient community development in

Growth Investment

1. Self-implementation and growth investments in in-house permeation by the Carbon Neutral Promotion Division
2. Growth investments in business opportunities due to climate change for each business division

Capital Investment

and other ancillary facilities)

3. Capital investment, such as in green energy generation and off-site PPA that utilize solar power generation, to achieve
targets for reducing greenhouse gas emissions
4. Capital investment to promote the introduction of the shift to EVs for NESIC-owned vehicles (including charging equipment

Risk Management

Critical risks, including those posed by climate change, are iden-
tified and managed through a risk management system led by
the Management Quality Improvement Committee. Additionally,
the Sustainability Management Committee, which discusses
management strategies and policies for measures based on
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those strategies, implements measures through deliberations,
and in accordance with the Corporate Governance Code, reports
to the Board of Directors while providing ongoing disclosure to
stakeholders outside NESIC.

Indicators and Targets

As a member of the NEC Group, we have set major KPI targets
for reducing greenhouse gas emissions in the fiscal year ended
March 31, 2023, in line with NEC Environmental Targets 2030
(NEC Group targets for environmental management). However,
we are bringing forward our targets for reducing Scope 1 and 2

Major KPI Targets and Status of Achievement

CO0:2 emissions to fulfill our responsibility and further accelerate

our contribution to responding to climate change.

For Scope 3, we will continue refining data on CO2 emissions

by engaging with the supply chain and set targets for reducing
emissions in the fiscal year ending March 31, 2024.

-40% (FY2023/3) -) -24% (Reduction results)
As of FY2025/3

R (FVATEIE) -’ -89% (FY2025/3) Achieve net zero in Scope 2
As of FY2031/3

-100% (FY2051/3) =) -100% (FY2031/3)

Achieve net zero in Scope 1 and 2

[Growth Strategy Targets]

Management strategies that incorporate the medium-term management plan Shift up 2024

* Sustainable Symphonic Society

Greenhouse Gas (GHG) Emissions and Our Actions for and Pur

pose of Their Reduction

= H : :
o O
E g Shift up 2024 FY2051/3 Purpose
T
Change to renewable energy plans for all buildings g‘éﬂﬁgfgﬁ?@’ﬁ%ﬁéﬂmﬁn and
c energy-storage batteries
5 Enhancement of
S environmental
Q
< value
Scope 1 and 2
Initiatives for GHG reduction
Net zero in Scope 2 + Change to renewable
o~ energy plans for all
o | (t-CO2) . buildings
& get Zer1° in + Switch to leased EVs
> cope .
qg)- 10,000 77'52_7.?7'01 4 f-z,232 p Carbon offset
8 .4,969 §
5000 —— ——  —— —=2,710
N 929 Targets
3 929 1,048 1089 1053 929 27 500 FY2030
s 2020/3  2021/3  2022/3 : 2023/3  2024/3  2025/3 :2028/3  2031/3 2051/3:  (FY) Net Zero Emissions
3 L] Target values  Target values :Target values
&
1 B
©
1,200,000 — 1,146,038 Initiatives related to reducing
1,063,199 978,020 GHG emissions
919,400 b )
900,000 AN - Reduction through
% ! | cooperation within supply
3 s 3 Reduction through v chai chains, such as semicon-
(=% cope 3: Reduction through supply chains, :
3 600,000 such as purchasing semiconductors ductors suppliers
@ . Set targets for initiatives related to reducing GHG
emissions (FY2023/3) / Planned future announce-
300,000 ment on reduction rate
Targets
i—] Planned future
2020/3  2021/3  2022/3 i 2023/3 2024/3 2025/3 i2028/3 2031/3 2051/3: (FY) announcement

* In terms of Scope 3, we revised calculations for figures from FY2020/3 onward based on the results of third-party verification for FY2022/3 data.
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Social

Human Capital Initiatives

Basic Approach to Human Resource Strategies

NESIC has adopted the target of realizing a sustainable and inclusive society created through communications and aims to sustainably
grow and develop together with society and our customers. The source of this value creation is our human resources.

Our social mission is to continue creating and providing higher value-added solutions and services for society and customers in a
business environment with sudden changes and advancements in technology and needs. Accordingly, we are advancing human
resource strategy initiatives based on the approach that individual employees taking on challenges, growing, and demonstrating their
full potential regarding these changes is vital for the sustainable growth of NESIC.

In addition to the acquisition and development of diverse human resources with advanced expertise, we are creating an environment
and fostering a corporate culture that accelerates co-creation and innovation and generates new value. At the same time, we are engag-
ing in creating a system that enables each employee to continue working in a healthy manner and with peace of mind and provide
opportunities and support to autonomously learn and take on challenges while feeling work satisfaction.

Combining these organizational and individual measures will accelerate human resource strategy initiatives that support both the
resolution of social issues and business growth.

Link Between Human Capital Initiatives and Management Strategies

(Human Clll\;li:;gl-rlnitiatives) Effects of human capital initiatives OUTPUT OUTCOME
Sustainable
Symphonic Society
Inclusion and diversity
Materiality

Creation of high-value-added
services that provide value to
customers and contribute to
resolving diverse and complex
issues for customers and society

Human resource

development Initiatives to Provide Value to

Initiatives for Growth at NESIC
Society through 2030 nitiatives for browth a

Acceleration of innovation,
advancement of technology,
maximization of individual capabilities

Self-implementation and

co-creation

Diverse workstyles

Reinforcement and
transformation of existing
businesses

Create work environments in
which everyone can take initiative

Develop pleasant and plentiful
communities with cutting-edge

Sound and highly transparent
management

Strengthen innovation capabilities

. to create new value
technologies

Opportunities for chal-

Provide robust services that
lenges and growth

underpin safety and security in
evolving society

Bz
L4

Create a culture where employees

Self-improvement, N
can take initiative

strength of adaptability Enhancement of productivity,

improvement of quality

Motivation, health, and
well-being

Employees (individuals who take on
challenges and grow)

Dialogue with
management

Reinvestment

Realization of a sustainable
society with prosperity that

resonates for all

Related Indicators

Evaluations from Outside NESIC

Ratio of women in management Number of attendees to e
L . Certified Health and
positions / Employment of psychological safety ) Productivit
people with disabilities / seminars / Advanced human resources Ratio of paid leave taken Psychological Safety Award M £ Out yt di
Number of mid-career hires and In-house survey on 2023 5th Platinum Career Award 1st WELLBEING AWARDS anagement utstanding
. . ) L . Organization 2023
people with foreign nationalities psychological safety
. 7—":.7':—’/
Number of town hall meetings . WELLBEING AWARDS ——
) . Number of employees holding 2023 =~
Number of proposals for and nationwide caravans to GOLD TR EREA
ftchicompetition explanation of business Japan Master of Health Engagement score e oy
P policies Literacy Test qualification 11500

i
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Social

Human Capital Initiatives

Accelerating Innovation, Advancing Technology, and Maximizing Individual Capabilities

Inclusion and Diversity

® Maintaining and Promoting Diversity

To continue growing sustainably even in a rapidly changing
business environment, we are promoting inclusion and diversity
initiatives based on the idea that it is important for employees
with diverse personalities exchange opinions in an open and
lively manner and fully demonstrate their capabilities.

Under the Inclusion & Diversity Promotion Committee, which is
established Companywide, we promote the exchange of opin-
ions and examination of systems to advance various employees,
such as those with foreign nationalities, older employees,
employees with disabilities, and female employees; career-
building opportunities; and a culture of
mutual respect.

In promoting the active participation of
women, we are announcing our action
plan, based on the Act on Promotion of
Women's Participation and Advancement
in the Workplace, and promoting system-
atic development and training for assis-
tant manager and manager positions, as
well as cross-organizational support and care that includes the
introduction of a mentor system to encourage the next genera-
tion of women. Through these initiatives, we have acquired the
highest grade of “Eruboshi” certification.

Additionally, in maintaining diversity, such as in terms of
expertise, experience, knowledge, and values, we have added the
securing of immediate assets through mid-career hires to our
recruitment policy, with a yearly hiring quota. We are implement-
ing measures that leverage diverse viewpoints through proactive
recruitment at the management level, such as functional manag-
ers, as well as continuing to secure expert human resources.

Highest-grade

“Eruboshi” certification

Status of related indicators

Ratio of women in management positions

FY2023/3

Results FY2027/3

> Target
5.9% 1 0°
%
6.6% as of April 30, 2022
Agreement with Challenge 2030*

* A challenge set up by Keidanren for companies to have at least 30% women in
board member positions by 2030

® Balancing Work and Childcare

As an initiative for enabling each employee to fully demonstrate
their abilities, we are promoting measures and enhancing our
support system for employees of any gender with children to
maintain a balance between work and childcare. We acquired
the “Platinum Kurumin” certification mark as a special accred-
ited company under the Act on Advancement of Measures to
Support Raising Next-Generation Children as recognition of the
high standards of our efforts, including the creation of work
systems enabling employees to

approach work in a variety of ways, and

creation of an environment in which

employees can easily utilize childcare

leave and return to work.

“Platinum Kurumin”
certification mark
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Example Initiative: Promotion of Psychological Safety

In addition to having diverse human resources, we are working
with management to promote workshops and training related to
psychological safety for employees, regardless of position or
experience, to exchange opinions frankly and comfortably and
understand the importance of constructive conflict of opinions
to achieve goals and change their behavior. Through such activi-
ties, we are creating an organization that can respond quickly
and flexibly to changes in the business environment by enhanc-
ing employee engagement and autonomy, while accelerating
innovation. This initiative has been well received outside NESIC
and was awarded the Psychological Safety Awards 2023
“SILVER RING.”

Psychological safety workshops

% %t
AWARD
2023

SILVER RING

Psychological Safety Award 2023
“SILVER RING”

Status of related indicators

Number of attendees to psychological safety seminars /
Engagement Survey

- Fiscal year ended March 31, 2021: Implemented
Companywide seminars

- Fiscal year ended March 31, 2022: Implemented workshops
for executive officers and general managers

- Fiscal year ended March 31, 2023: Implemented workshops
for assistant general managers and senior managers

- Fiscal year ending March 31, 2024: Implementing online
training for all other levels of management

Results of Engagement Survey

Topic: “I can state my opinion frankly, even if it
differs from my boss”

FY2023/3

+11 points

(Compared with the launch of these activities in the
fiscal year ended March 31, 2021)

Human Resource Development

® The Ever-Changing NESIC x Individuals who Take on
Challenges and Grow

NESIC has continued to grow by transforming its business in line

with changing customer needs and technology. Throughout this

history, we have continued to cultivate and refine our DNA of

challenge-driven spirit, co-creation abilities, expertise, and

autonomy.

NESIC will continue to change with the times, adopting a
policy of developing individuals who take on challenges and
grow as an essential part of that change, and supporting their
autonomous career development.

Key Initiative: Development of Advanced Human Resources
Under the medium-term management plan Shift up 2024, NESIC
will realize DX x Beyond 5G, which is nearing the social imple-
mentation stage, and provide higher social value. To achieve this,
we will continue to acquire and develop diverse human resources
with advanced expertise and accelerate initiatives in line with
human resource strategies that support both the resolution of
social issues and the growth of our business. We have posi-
tioned and prioritized the fostering of consulting personnel, DX
professionals, and Beyond 5G network professionals as highly
skilled personnel, reinforcing the development and acquisition of
human resources. For consulting personnel, NESIC has been
consolidating upstream consulting personnel in the Business
Process Innovation Strategy Division established in April 2022,
inviting external experts as coaches to develop human resources
through actual proposal activities.

In the area of advanced DX technology, we regularly send
personnel to our base in San Jose, California in an effort to
develop and enrich human resources who will lead innovation
through co-creation with startups and promote innovation
through acquisition of advanced technologies. Furthermore, we
are expanding level-based education systems and programs to

promote an increase in sophistication and efficiency in all pro-
cesses, including among corporate staff members, in an effort
to ensure all employees are DX natives. Education on areas of
advanced technology, such as DX and next-generation networks,
and core technology, is conducted by the Shin-Kawasaki
Technical-Base. Through training in various technologies, we are
reinforcing our capabilities in those areas.

Status of related indicators
Advanced human resources F;gg&ﬁés FY%?;:{ g
Consulting personnel 39 190
Advanced DX professionals 444 1,190
Beyond 5G professionals 1,216 1,580

Please refer to NESIC's SNS note for information about the activities of employees
in San Jose.

Introduction of employees based in Silicon Valley
https://note.nesic.co.jp/n/n7fbfac0058a6 (Japanese only)

Training at the Plug and Play Tech Center (PnP)

Self-lImplementation and Co-Creation

NESIC launched workstyle innovation efforts ahead of other
companies in 2007, creating various services through
Companywide self-implementation and verifications. Based on
these results, we have repeatedly improved systems, mecha-
nisms and office environments. NESIC was among the first to
introduce telework and distributed work practices companywide,
with the results and knowledge gained from these demonstra-
tions during the pandemic significantly contributing to the con-
tinuation of customer business activities and the resolution of
customer issues.

We are actively engaging in the development of an environ-
ment that promotes co-creation of new values with customers.
The new head office, relocation to which took place in March
2023, will be positioned as a venue for demonstrating the use
of advanced networks, such as local 5G, and cutting-edge DX
solutions. We will also create a new workstyle concept with an
eye to 2030.

Furthermore, NESIC engages in open innovation through frank
discussions and co-creation with customers, partner companies,
and venture companies centered on the Nihonbashi Innovation-

Base, opened in 2020 as a hub for advanced technology demon-
strations and innovation creation. We set up a showcase for
resolving issues that consists of solutions to promote DX in
local governments and for which we have been accepting cus-
tomer tours.

We will accelerate innovation through self-implementation and
co-creation to continue creating high-value-added services that
contribute to resolving issues that are increasing in diversity and
complexity.

Nihonbashi Innovation-Base
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Social

Human Capital Initiatives

Improving Autonomy and Strengthening Adaptability

Systems and Frameworks That Realize Diverse Workstyles

We are investing efforts in the creation of an environment that
realizes diverse workstyles.

In July 2017, we introduced telework throughout NESIC. From
October 2019, we implemented a decentralized workstyle that
combines working from home and commuting up to 30 minutes
to satellite offices (activity bases) established at seven locations
in the Tokyo metropolitan area. When the COVID-19 pandemic
began, we implemented a hybrid workstyle that optimally com-
bined remote and real locations that utilized our experience to
date to balance business continuity and performance.

From March 2022, we also introduced a flex-time system
without core working hours (super flex) and a system for taking
paid leave in hourly increments.

By utilizing such diverse systems and frameworks, we are
supporting the improvement of autonomy for each employee
and creating an environment that enables each individual and
team to further demonstrate their productivity.

Status of related indicators

Ratio of paid leave taken

FY2023/3 FY2027/3
Results > Target

65 100%

Initiatives to Promote Challenges and Growth

® Career Autonomy

In line with the concept of individuals who take on challenges
and grow, adopted under our human resource development
policy, each employee considers their own career and we provide
opportunities and various systems that enable employees to
personally take on challenges to this end.

+ Education system that enables employees to acquire the
skills and mindset necessary for each level of employ-
ment, from new employees to management

+ Personnel recruitment system and “job challenge” system
that enables employees to transfer to their preferred
department

+ In-house dual employment system that aims to encourage
voluntary participation in Companywide projects

« Efficient reskilling support through implementation of
career assessment for all employees that visualizes
behavioral characteristics, strengths, and points to
reinforce

« Introduction of training service that enables personaliza-
tion, making it possible to freely select and participate in
over 16,600 courses

We were evaluated for various initiatives that promote taking
on such challenges and growth and won the at the 5th Platinum
Career Award “Excellence Award” held by Mitsubishi Research
Institute, Inc. Additionally, we were selected for the iISTOXX
MUTB Japan Platinum Career 150 Index, comprising 150
Japanese companies that actively and continuously carried
out platinum career initiatives, that was jointly developed by
Mitsubishi UFRJ Trust and Banking Corporation and STOXX Ltd.

Through such initiatives, we aim to improve the autonomy and
spirit of challenge for each employee and contribute to the reso-
lution of social issues by connecting the education and skills
acquired through methods including reskilling to the creation of
even higher value-added services and solutions and reinforce-
ment of existing businesses.

ANNUAL REPORT 2023

Example Initiative: Pitch Competition for All Employees,
Regardless of Experience and Position

We are implementing a pitch competition for new businesses as
an opportunity to take on challenges and grow, both organizationa
lly and individually, through business creation. We strive to prom
ote a corporate culture that encourages each and every employee
to change and to embrace new challenges, which is one of our
materiality issues, by developing outgoing employees who are will
ing take on new challenges, regardless of age, experience, or posit
ion and whether they are in fields unrelated to existing busines
ses. In the fiscal year ended March 31, 2023, the number of propo
sals increased compared to the previous fiscal year, showing that
each initiative related to career autonomy was successful.

, Status of related indicators
5 Number of proposals
2 for pitch competition
=) (FY2023/3)
B
Increased 40%
5th Platinum Career Award (Compared with FY2022/3)

STOXX | Fiztinum career

Indices by Qontigo Index

iSTOXX MUTB Japan
Platinum Career 150 Index

Promotion of Health Management and Well-Being

It is essential that employees remain healthy so that they can
maximize their personal capabilities to achieve management
strategies. We believe that employees and their families who
acquire healthy habits and maintain and improve their health
engender a state of physical, mental, and social fulfillment (well-
being) that enriches their lives.

Having announced our Health Management Declaration under
the health management promotion system for which the
President himself is responsible, we are working on various
measures to promulgate our health management philosophy and
promote employee health.

These efforts have been recognized by external organizations,
including selection as a Certified Health and Productivity
Management Outstanding Organization in 2023 (White 500, large

enterprises category).
Status of related indicators

‘t’-—‘ﬂ—-// Japan Health Master

= 2023 Examination
frmEsEaEL Number of employees
H74 500 holding qualification

Certified Health and Approximately
Productivity Management
Outstanding Organization 2023 1 ;800
(Cumulative total as of
March 31, 2023)

Key Initiatives

+ Support for quitting smoking

« Free cancer screening for applicable employees

+ Initiatives to visualize health condition and change
behavior

« Distribution of wearable terminal for interested employ-
ees (approximately 2,800 as of April 2023)

+ Promotion of regular exercise and autonomous
health management awareness through health
management app

» Measures to improve health literacy

+ Promotion of participation in the Japan Health Master
Examination conducted by the Japan Master of Health
Literacy Test Association

+ Health-related seminars and training held by external
experts and lecturers
(Seminars about periods and male menopause held in
FY2023/3)

Initiatives Aimed at Well-Being

We carry out various activities to promote the improvement of employee well-being, as stated in our
materiality issues. To ensure that employees have a shared awareness and understanding of well-
being, we have formulated the WellBGs, 11 themes to work on as a company, organization, and
individuals, and are developing creative activities for their promotion.

These initiatives have been highly praised, and received the Gold Idea Award in the Organization/ coLb
Department category at the 1st WELLBEING AWARDS held by The Asahi Shimbun Company.

WELLBEING AWARDS
2023

1st WELLBEING AWARDS

Toward a Better, Stronger Organization

We believe that it is vital to further reinforce the connection
between NESIC and its employees by aligning Companywide
vectors to create a better, stronger organization and sustainably
grow and develop.

We are investing efforts in the creation of a forum for discus-
sions to achieve this alignment, striving for diverse communica-
tions such as town hall meetings for open and natural

discussions between management and employees, and nation-
wide caravans to explain business policies. These forums also
generate empathy for our vision and mission and foster a solid
connection between NESIC and its employees, leading to the
enhancement of our engagement score.

Going forward, we will accelerate all of our human capital-
related initiatives to achieve our management strategies.

Status of related indicators

Engagement score status

(Scores obtained from a survey conducted by global human resource
consultancy Kincentric)

FY2021/3 FY2023/3 FY2025/3
Results S Results > Target

23+ 324 50

(This score generally
corresponds to the
world's top 25%, and
accordingly the Tier 1
level.)

Status of related indicators
+ Number of town hall meetings

10

(FY2023/3)

» Number of nationwide caravans to explain business policies

10

(5 at local bases, 5 in Shibaura Headquarters area)
(Implementation period: May 2023 to June 2023)
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Social

Communication with Stakeholders

Communication with Suppliers

The NESIC Group conducts business with full consideration
given to the effect on the environment and society as a whole
through collaboration and co-creation with the suppliers that
comprise NESIC's unique supply chain, and in so doing, is able to
gain the trust of society and contribute to the creation of sustain-
able value. Based on this approach, we are learning together with
suppliers about issues faced by society and the effect business
can have on society while continuing to engage in creating an
improved supply chain.

)

Opinions Received at Meetings with Investors and NESIC's Responses

Main Initiatives for Suppliers

- Business trend briefing (held once a year)

« Letter of appreciation ceremony (held once a year)

+ Share business information at New Year meeting
(held once a year)

+ Key Partner Council meeting (held four times a year)

« Companywide safety conference (held once a year)

- Co-creation pitch events (held throughout the year)

+ Raising awareness toward SDGs among key partners and
supporting SDG education

Opinion

Supply Chain Management

The NESIC Group requires all of its supply chain partners, includ-
ing upstream suppliers, to act in a responsible manner. In spe-
cific terms, we address six key risks in cooperation with
suppliers through each stage of contracting, awareness, self
assessment questionnaires (SAQs), and on-site inspection.

® Contacts and Dissemination of Information

We obtain a Declaration Concerning Responsible Business
Conduct in Supply Chains from suppliers, through which we
ensure their performance and compliance. As of March 31, 2023,

Communication with Shareholders and Investors

For further understanding of our focused businesses, we have
held briefings led by executive general managers in charge of
business units since the fiscal year ended March 31, 2020. In
June 2023, we newly established IR Day as an event for discus-
sions with management of key segments.

We have created opportunities for discussion with investors
and analysts about improvement in terms of both financial and
non-financial business circumstances and information disclo-
sure to enhance corporate value in addition to regular meetings
to explain businesses and their results. Such PDCA activities led
to NESIC's selection for the “Most Liked!” IR Award at the Best IR
Award 2022 hosted by the Japan Investor Relations Association.

The opinions and requests received from regular meetings
and other communications are reported to all executives, includ-
ing independent directors and auditors, from the investor rela-
tions section, and we will continue to reflect these in efforts to
strengthen management and improve corporate value.
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the NESIC Group obtained declarations from suppliers accounting
for 91% of procurement domestically and internationally.
® Self Assessment Questionnaires (SAQs)
Inspections are implemented according to sustainable procure-
ment self-check sheets on the themes of human rights, health
and safety, the environment, fair trade, and others.

We share feedback on the results and implement guidance on
necessary improvements and revisions for suppliers whose
initiatives are insufficient or are evaluated to have latent risks.

Number of IR Meetings (excluding large-scale meetings)

(Meetings / people)

400
300
200

100

+ We would like to see progress reports each fiscal year
for the targets adopted under the medium-term man-
agement plan.

+ | am unable to visualize new focus projects adopted
under the plan, such as community development, and
would like a concrete idea of what they are.

Opinion

« It is important to reflect ESG factors in remuneration
to ensure that business is conducted with a full com-
mitment to ESG.

Opinion

+ We would like to see quantitative disclosure of the
impact on performance brought on by risks and oppor-
tunities related to climate change to avoid misleading
TCFD disclosures with only qualitative indicators.

Opinion

2019/3  2020/3  2021/3  2022/3  2023/3 (FY)

B Number of IR meetings Number of meetings attended by executive management
== Total number of investors and analysts

+ I would like to see disclosure that quantitatively con-
nects human capital, corporate value, and earnings
growth.

* Investors ultimately require corporate value, and how
human resource strategies are reflected in corporate
value should be disclosed.

Opinion

+ We want an explanation of full-year financial results on
the same day.

* There is too wide a gap over the Japanese Golden
Week holiday between the announcement of financial
results and briefings.

Opinion

« If management is aware of capital costs, they should
be thoroughly disclosed.

+ | would like to hear about NESIC's awareness of capi-
tal costs and its approach to enhancing corporate
value based on this awareness.

-

-

-

-

-

-,

Response

* The progress of Groupwide financial and non-financial targets is
published in our financial results and each report. Some targets have
been updated based on progress and redefined to be more connected
to strategy.

+ IR Day has been launched to enable executive general managers to
explain the progress of each segment in the medium-term manage-
ment plan. We give explanations, including examples of initiatives, to
ensure the understanding of what the business aims to be. However,
we have received comments about a lack of quantitative explanations
for each segment, which we will improve in the future.

Response

+ NESIC has decided to use non-financial indicators in addition to finan-
cial ones in director remuneration from the fiscal year ending March 31,
2024 for the purpose of further clarifying the connection between
director remuneration and corporate value and incentivizing the
achievement of targets for non-financial indicators under the medium-
term management plan. (—P68)

Response

+ Analysis of various scenarios has been implemented to understand the
impact of climate change on business and substantiate the opportuni-
ties and risks related to climate. The impact amount of some risks is
disclosed by reporting on the results of analysis and evaluation of our
response to each risk and the accompanying opportunities for growth.
(—P53-56)

Response

+ The Human Capital Initiatives section illustrates the connection
between our human capital-related initiatives and management strate-
gies. We explain the details of goals for each initiative connected to
human resource strategies, namely human resource development and
inclusion and diversity. (—~P58-63)

Response

+ From the fiscal year ended March 31, 2023, we have brought forward
full-year financial results briefings to the same day as their announce-
ment. There are still issues with disclosing Japanese and English
results on the same day, however we will work to improve this in the
future.

Response

+ Explanation on management’s approach to capital costs is provided by
the Chief Financial Officer (CFO) in the Financial and Capital Strategy
section. (—P38-41)

|
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Governance

Corporate Governance

Basic Approach to Corporate Governance

We believe that enhancing corporate governance is critical for
NESIC to realize an affluent society with vibrant communication
and for sustaining increases in corporate value. Accordingly, in
April 2022, we established NESIC'’s Basic Policy on Corporate
Governance to outline its basic approach to corporate
governance.

NESIC is able to benefit dually from being a member of the
NEC Group and being a listed company on the stock exchange
(—P68). We are therefore well aware of the importance of pro-
tecting the rights of general shareholders. Starting with the
appointment of independent auditors in 2006, we have been
increasing the number of independent directors and auditors.

The ratio of independent outside directors is currently one-
third of the total number of directors. Candidates for the position
of director are nominated with due consideration paid to diver-
sity, such as their experience, knowledge, specialization, and
gender. This structure facilitates active deliberations at meetings
of the Board of Directors, and also decision-making based on its
own business interests as an independent company.

History of Reinforcing Corporate Governance

We have adopted the company with the Board of Corporate
Auditors system. We consider that the advice of outside direc-
tors in the decision-making of important business execution
and objective audits by corporate auditors from an independent
standpoint are effective for sound management. In addition, the
Nomination and Compensation Committee, chaired by an inde-
pendent outside director and comprising a majority of indepen-
dent outside directors, has been established to deliberate and
examine the nomination and remuneration of directors from the
viewpoint of ensuring transparency, validity, and objectivity.
Moreover, NESIC has established the Special Committee, com-
prising solely independent outside directors, to deliberate and
review material transactions or actions that conflict with the
interests of the controlling shareholder and minority sharehold-
ers in order to ensure independence from controlling sharehold-
ers and to protect the common interests of shareholders.

Starting with business execution that prioritizes compliance
first and foremost, NESIC will examine and build an optimal cor-
porate governance structure while listening to market demands.

(year)

2020 | 2021 | 2023

2000 i 2005 i 2010 i 2015
L 2000 Introduced executive officer system
Clarified and
strengthened
Board of Directors’
functions
2006 First independent auditor
2008
: fisainc=Rncens 'zl'\?llzinde endent directors

Improved : director P
management :
transparency

2008

College (internal controls) ﬂ
Improved

2012

dlversny on Board Attorney “
of Directors* '

Strengthened
remuneration
system linked to
corporate value

2016
Set up advisory panel

2016
Corporate management 9

2005 Reduced maximum number of directors from 20 to 10. Shortened terms of directors to one year

2016 Started to evaluate the Board of Directors’ effectiveness.
Systemized training of directors and auditors

2015 Two independent auditors

2017
Three independent directors

2021
Reorganized into Nomination and
Compensation Committee

2021
Established Special Committee

2020
Corporate management g

2018

College (business administration) 0
2017 2023
Corporate A0 n Sustainability /
management 0 eI/ e (T Corporate management g

2017

Introduced stock-
linked remuneration
system

2019 2023
Introduced transfer-restricted stock Introduced non-financial indicators
remuneration system to director remuneration

* Only for independent outside directors

ﬂ Male “ Female

Changes in Structure of Board of Directors (ratio of independent outside directors) M inside Directors Ml Outside Directors

End of June 2020
to present

End of June 2017

End of June 2012

End of June 2008

0 20% 40% 60%
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Three out of nine directors (@) @ )
Three out of ten directors () )
Two out of nine directors (@ @)

One out of eight directors (@)

80% 100%

NESIC's Business Execution, Management Oversight, and Internal Control Framework

Elect / Dismiss

Management and
Supervision

Board of Directors (Directors)

1Y §

3 Outside Directors 2 outside Auditors
A
Nomination and Compensation Committee i
Supervise Audit Cooperate
Special Committee
Business Execution
\/

Executive Committee Business Execution Committee v

(Executive Officers)

Corporate Staff, and Marketing & Sales and
Operations Units and Divisions

Cooperate t

Hotline for Internal Reporting and Consultation (Corporate Ethics Hotline, Sexual Harassment / Human Relations Hotline)

Directors and Board of Directors

—— Management Quality Improvement Committee

General Meeting of Shareholders

Elect / Dismiss

Audit Board of Corporate Auditors
(Corporate Auditors)
°

Business - Audit

¢ Manage / Monitor

Affiliates -

Corporate Auditors and Board of Corporate

As the principal decision-making authority within
NESIC, the Board of Directors makes decisions on
important matters based on the procedural rules
of the Board of Directors, and it is also positioned
as a venue for deepening discussions about the
broader direction of corporate strategy, including
the medium-term business plan. The term of
directors is set at one year to clarify the manage-
ment responsibilities of directors and strengthen
the management structure.

Auditors

Note: As of June 23, 2023

Elect / Dismiss

Cooperate

Accounting Auditors
Audit

Cooperate

Corporate Auditing Division

Executive Officers, Executive Committee,
and Business Execution Committee

The Board of Corporate Auditors decides auditing
policies and reports on the audits performed by
individual auditors. Corporate auditors participate
in meetings of the Board of Directors and other
important meetings, review important documents
related to final decisions, and listen to reports on
business execution by directors, executive officers,
and employees. In this way, corporate auditors
adequately audit the directors as they perform

We have introduced an executive officer system to
expedite business execution based on prompt
decision-making and separate management super-
vision from business execution. NESIC has also
formed the Executive Committee to discuss impor-
tant matters related to corporate management and
business execution, and this committee enhances
the deliberations and ensures appropriate decision-
making. The Business Execution Committee was

their duties. set up to report on the status our business execu-
tion, such as monitoring progress with respect to
meeting budgets adopted by the Board of Directors,
with the aim of sharing management information
and promoting execution efficiency.
n Nomination and Compensation Committee
Objective: The Nomination and Compensation Committee has been Nomination and Compensation Committee Agenda
established to deliberate and examine the nomination and
remuneration of directors from the viewpoint of ensuring Period Agenda
transparency, validity, and objectivity. FY2022 1. Chair of the Nomination and Compensation Committee from
Members: Representative director and independent outside directors First Meeting June 2022
Chair: Michiko Ashizawa (independent outside director) (May 31, 2022) 2. Iltems related to director remuneration
Matters for discussion: The committee shall discuss the following matters and 3. Succession plan for the President

report the contents and results of these discussionstothe  py2022

Board of Directors as appropriate. However, personnel

matters related to corporate auditors shall be subject to

the consent of the Board of Corporate Auditors.

1. Matters concerning the personnel of the Board of EY2022
Directors and the representative director

. Matters concerning the compensation and bonuses of
directors and the representative director

N

-

Second Meeting
(November 30, 2022)

@ N

iy

Third Meeting
(January 30, 2023)

w N

. Revision of independence standards of outside directors and
outside auditors

Proposal for director and auditor system from June 2023
Succession plan for the President

. Director and auditor system from June 2023

Committee operations in the next fiscal year

Director remuneration that utilizes non-financial indicators
(brief introduction plan)

w

. Matters concerning the personnel of the Board of
Corporate Auditors

o >

Important matters concerning other personnel and

compensation

No. of meetings held: Four times a year (additional meetings are held as
necessary)

Matters concerning the succession plan of directors, etc.

FY2022
Fourth Meeting
(March 29, 2023)

-

. Confirmation of draft proposals for appointment of directors and
auditors to be submitted at the General Meeting of Shareholders
Director remuneration that utilizes non-financial indicators
(design for system)

N

iy

FY2023 . ltems regarding director remuneration
First Meeting Director remuneration that utilizes non-financial indicators
(May 31, 2023) « KPIs for each indicator and method for reflection in bonuses

N
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n Nomination and Compensation Committee

B Special Committee

New Initiatives

+ Introduction of non-financial indicators to director remuneration

NESIC has decided to use non-financial indicators in addition to financial ones
in director remuneration from the fiscal year ending March 31, 2024 for the
purpose of further clarifying the connection between director remuneration and
corporate value and incentivizing the achievement of targets for non-financial
indicators under the medium-term management plan. We have integrated
targets adopted under the plan relating to greenhouse gas emissions, engage-
ment score, and the ratio of women in management positions into perfor-
mance-linked compensation (bonuses).

Relationship with the Parent Company

As a member of the NEC Group, NESIC benefits greatly from being
in charge of system integration and maintenance services among
the services provided by NEC Group companies, and from being
able to tap into recognition of the NEC brand and having access to
business resources, such as technological capabilities and human
resources. In particular, in DX x Beyond 5G, which NESIC is focus-
ing on, NEC's technological capabilities are outstanding, not only
in network technologies such as 5G, but also in facial recognition
technology in the digital realm. We intend to deploy these tech-
nologies more than ever to increase corporate value. With that
said, however, NESIC is an independent listed company that
engages in business while making business decisions on its own
accord. This translates into credibility as a listed company from
our customers and business partners, while improving the morale
of our employees and making it easier to hire talented human
resources.

With a wide range of products and services that go beyond NEC
products, NESIC is able to create added value by providing solu-
tions in tune with the needs of its customers and society.
Independent businesses generate approximately 75% of net sales.
In particular, one of NESIC's unique strengths is its provision of the
NEC Group's relentless focus on quality to the development of
multi-vendor services.

Objective: The Special Committee has been established to deliber-
ate and review material transactions or actions that
conflict with the interests of the controlling shareholder
and minority shareholders.

Members: Independent outside directors

Chair: Mamoru Yoshida (independent outside director)

Matters for discussion: The committee shall discuss the following matters and
report the contents and results of these discussions to
the Board of Directors as appropriate.

1. Status of major transactions with NEC

2. Conclusion of contracts in regard to M&As (including
business transfers and acquisitions, divestitures, and
mergers) with NEC and its subsidiaries

3. Other important matters that may conflict with the
interests of NEC and NESIC's minority shareholders

No. of meetings held: As appropriate (to report on the status of transactions
with NEC once a year and when M&As and other major
transactions take place)

In order to benefit from advantages as a member of the NEC
Group and as a listed company, NESIC must have systems in place
for appropriately protecting the rights of minority shareholders. In
transactions with the parent company, the Special Committee was
established in the fiscal year ended March 31, 2022 comprising
exclusively independent outside directors to deliberate and review
material transactions or actions that conflict with the interests of
minority shareholders. The committee confirms the status of
major transactions with the NEC Group and holds pre-meeting
discussions regarding important individual proposals, reporting
the results to the Board of Directors.

The Special Committee decides whether business transactions
with the NEC Group are verified to avoid conflicts of interest. This
is accomplished by determining that business transactions with
the parent company are based on proper negotiations while refer-
encing prevailing market prices and that terms and conditions are
on equal ground with other business partners.

As a listed company, NESIC engages in dialogue with sharehold-
ers and investors to keep their opinions and expectations in mind
when managing business. We believe this effort makes NESIC
stronger and leads to higher corporate value.

Independent Outside Directors and Auditors

To further strengthen its corporate governance, since 2006,
NESIC has sequentially nominated qualified independent direc-
tors and auditors who do not have any conflicts of interest with
general shareholders. NESIC has a total of five independent
directors and auditors, comprising three directors (out of nine
directors) and two auditors (out of four auditors), who satisfy the
requirements for independent directors and auditors, as defined
by the Tokyo Stock Exchange. One third of its directors are inde-
pendent outside directors and over 20% are women.

The independent outside directors and auditors have diverse
knowledge and experience in corporate management,
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accounting, business management, sustainability management,
and corporate governance.

Independent outside directors provide advice and make deci-
sions from the perspective of an outsider, while independent
outside auditors conduct audits of business execution by direc-
tors from a fair and objective standpoint as an outsider. Both
independent outside directors and auditors function adequately
in providing highly effective supervision of the business execu-
tion side.

Main Concurrent

Attendance during FY2023/3

Name Reason for Nomination Positions* Board of Board of
Directors Corporate Auditors
- Associate Professor,
School of Economics
Ms. Michiko Ashizawa has an abundance of experience, includ- and Business
ing business experience as a certified public accountant at an Administration,
audit firm and engaging in revitalization projects of major Yokohama City
companies at Industrial Revitalization Corporation of Japan. University
o She also possesses expertise in business administration as a (scheduled to retire in
Michiko whole, mainly researching M&A for corporate restructuring and August 2023) 13/13 _
Ashizawa serving as an instructor at a graduate school. The Company - Associate Professor,
believes she will continue to be capable of playing an appropri- Graduate School of
ate role in matters such as giving advice and providing supervi- International
sion relating to management of the Company from an objective Management,
standpoint by making use of her extensive experience in finance Yokohama City
and management, and has been appointed for these reasons. University (scheduled
to retire in August
2023)
After joining a major electrical appliance manufacturer,
Mr. Mamoru Yoshida demonstrated excellent management
skills and strategy building ability through his career as man-
ager of various areas, including overseas business. He also
served as a person in charge of technology and gained exten-
sive knowledge and experience in technology management,
Mamoru manufacturing, marketing, etc. Since 2016, he had promoted
Yoshida corporate management governance reform as Senior Audit & - 12/13 -
Supervisory Board Member. The Company believes he will
continue to be capable of playing an appropriate role in matters
such as giving advice and providing supervision relating to
management of the Company from an objective standpoint by
making use of his manufacturing knowledge and extensive
experience in corporate management, and has been appointed
for these reasons.
Ms. Mikiko Morimoto, after gaining experience in macroeco-
nomic research and analysis and fund management at private
companies such as private think tanks, and consulting in areas
such as corporate and organizational sustainability, the promo- - CEO, karna Itd.
tion of SDGs, and ESG response, established a consulting - Outside Director,
Mikiko company that provides comprehensive support for sustainabil- ITOHAM YONEKYU
Morimoto*! | [ty management, at which she serves as CEO. The Company HOLDINGS INC. - -
believes she will be capable of playing an appropriate role in (scheduled to be
matters such as giving advice and providing supervision relating appointed in
to management of the Company from an objective standpoint June 2023)
by making use of her experience in the economics and finance
fields as well as her high level of knowledge in sustainability,
and has been appointed for these reasons.
Ms. Akiko Isohata has specialized knowledge of the Companies
Act and corporate governance, and the like, and has a wealth of
Akiko expgrience as a lawyer in.the field of genergl corpor.a'te legal - Partner, Tokyo 1T 10/10
Isohata f'iffalrsi The Company believes sh‘e will auqn the Iegmmacy of Hatchobori Law Office / /
its business operations from a fair and objective standpoint by
making use of her knowledge and experience, and has been
appointed for these reasons.
Mr. Koji Inagaki has been engaged in audit work for many years
at an audit firm as a certified public accountant, has deep
knowledge of finance and accounting, and in addition, has
.. gained a wealth of experience in management, including over-
Koji seas operations and promotion of innovation by using digital - Certified public _ _
Inagaki* technology, as Deputy CEO of an audit firm. The Company accountant

believes he will be capable of auditing the legitimacy of its
business operations from a fair and objective standpoint by
making use of his knowledge and experience, and has been
appointed for these reasons.

*1 Ms. Mikiko Morimoto was newly appointed as a director and Mr. Koji Inagaki as a corporate auditor at the 91st General Meeting of Shareholders held on June 23, 2023.
*2 Main concurrent positions are as of June 23, 2023.
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Invigorating Discussions by Board of Directors / Support System for Independent Directors and Auditors

We recognize that all members of the Board of Directors, includ-
ing outside directors, must make decisions based on NESIC’s
own management from the standpoint of protecting minority
shareholders in a venue conducive to raising questions and
having constructive dialogues. We are therefore taking the fol-
lowing steps to strengthen systems that support active delibera-
tion at the Board of Directors’ meetings.

Before meetings of the Board of Directors are convened,
NESIC distributes briefing materials to participants beforehand
and holds pre-meeting briefings each month (lasting about three
hours) for independent directors and auditors with the aim of
enhancing deliberations by the Board of Directors. At these
briefings, participants receive explanations of the agenda items
before the Board of Directors and are updated on NESIC's
current business execution. In addition to these venues for

independent directors and auditors to engage with NESIC, oppor-
tunities are provided for information to be exchanged among
only the independent directors and auditors. Advice for the
Company’s management that was discussed at these exchanges
is then passed onto the Representative Director and reflected in
NESIC’s management.

Moreover, to further improve their skills, all directors and
auditors are given opportunities to obtain the necessary informa-
tion and knowledge to management and to supervise manage-
ment. Training sessions on the theme of management strategies
and site visits were held in the fiscal year ended March 31, 2023.
Independent directors and auditors have adequate access to
information on NESIC's history, business outline, financial infor-
mation, business strategy, business environment, competitive
situation, and internal organizations.

Policies and Procedures for Nominating Directors

Nomination Policies and Procedures

When nominating candidates for director, the Board of Directors
makes decisions after a comprehensive evaluation based on
finding the right person for the job, taking into account the
desired qualifications, while seeking individuals who have skills
and experience to lead management and can contribute to the
development of our business.

Headed by an independent outside director, the Nomination and
Compensation Committee, which consists of a majority of inde-
pendent outside directors, discusses nominations and voices their
opinions. The Board of Directors deliberates on the agenda for
nominating directors, and the Board of Auditors deliberates and
consents to the nomination of corporate auditors, which are
submitted for approval by the General Meeting of Shareholders.

Dismissal Policies and Procedures

On dismissing a director, NESIC's Board of Directors explains the
reasons for their dismissal to the Nomination and Compensation
Committee, which mainly consists of independent outside direc-
tors, in the event that a director is not adequately carrying out
their duties. After receiving suitable advice, the Board of
Directors makes a decision and moves to dismiss the director,
which requires approval by the General Meeting of Shareholders.

Message from a Newly Appointed Outside Director

| recognize NESIC's steady progress toward building a business
foundation for the creation of new and unique value, leveraging
strengths that include advanced communication technology
and broad business areas, and looking at areas of growth from
a long-term perspective based on management policies that
welcome ever-changing culture while constantly anticipating
the times ahead.

Amid dramatic changes in values and the social environment,
and with the rapid popularization of new workstyles, an essen-
tial factor in realizing a sustainable society where everyone can
work proactively is strengthening our capacity to resolve issues
through the self-implementation that NESIC aims for under the
medium-term management plan Shift up 2024. In conducting
self-implementation, we must be able to develop a field in which
diverse human resources can play an active role, and proac-
tively carry out dialogues and engagement to connect to oppor-
tunities, in addition to the obvious pursuit of advanced
governance and appropriate risk awareness.

| have supported companies in all aspects of sustainability,
including the themes of ESG management, integrated thinking,
the environment, human rights, and diversity, equity, and inclu-
sion (DEI), through my experience working in the economics
and finance domains at a think-tank and an asset management
company and my management of a consulting company.

Maintaining a broad perspective to respond to the expecta-
tions of all diverse stakeholders, NESIC will strive to contribute
not only to creating value for society but also its sustainable
growth through constructive discussions with members of the
Board of Directors.

Mikiko Morimoto

Outside Director
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Director Remuneration

Basic Policy on Director Remuneration
NESIC’s remuneration systems reflect work responsibilities and
results. Remuneration for directors is set at an appropriate level
and linked with the business performance, etc., in order to

maintain competitiveness in the industry and function as an
incentive to improve business performance.

Basic Policy on Director Remuneration
<Calculation Method for Remuneration>

(As of the Fiscal Year Ended March 31, 2023)

- Fixed compensation (monthly compensation)

Fixed compensation is paid each month as a salary in amounts
based on basic remuneration commensurate with rank, duties,
and responsibilities, plus consideration for the individual perfor-
mance of each director.

+ Performance-linked compensation (bonuses)

Bonuses are paid at a certain time every year in amounts
decided for each individual based on their rank and evaluation of
performance. Growth in net sales and operating income is used
in this calculation because they are key indicators for achieving
NESIC’s medium-term management plan. The base amount is
equivalent to 40% of the bonus paid in the previous fiscal year
multiplied by year-on-year growth in net sales, and 60% of the
bonus paid in the previous fiscal year multiplied by year-on-year
growth in operating income.

Indicat Fiscal year ended | Fiscal year ended Year-on-year
ndicator March 31, 2022 March 31, 2023 growth
Net sales o

. . 4%
(¢ billion) 310.3 320.8 103.4
Operating income o

. . 1%
(¢ billion) 23.2 22.8 98.1%

+ Non-monetary compensation (stock compensation)

At a certain time each year, directors receive restricted-transfer
stock remuneration based on their rank with the objective of
providing incentive for constantly improving NESIC's corporate
value and aligning the values of directors with those of
shareholders.

<Decision-making process>

+ At the Board of Directors’ meeting held in February 22, 2021,
NESIC passed a resolution governing how to decide the particu-
lars of remuneration for each director.

Individual compensation of directors for the fiscal year under
review is determined based on the decision-making policy
approved by the Board of Directors and by respecting the views
of the Nomination and Compensation Committee, which com-
prises a majority of independent outside directors and is
chaired by an independent outside director. The Board of
Directors has determined that the details of individual director

compensation for the fiscal year under review is in line with the
decision-making policy.

- Decisions on the amount of fixed compensation (monthly
compensation) of directors and the evaluation and allocation of
bonuses based on the performance of the divisions of which
the director is in charge, excluding directors who do not engage
in business execution, are delegated by the Board of Directors
to President and Representative Director Yushi Ushijima. The
reason for delegating this authority is that NESIC has deter-
mined that the President and Representative Director is best
suited to evaluate the performance of the business divisions
of each director, while extensively monitoring NESIC's overall
performance.

Decisions on delegated matters are made within the bound-
aries of the total amount of compensation as determined by
resolution of the General Meeting of Shareholders, based on
the results of deliberations by the Nomination and
Compensation Committee.

Stock-based compensation shall be granted in accordance
with the rank of each director and the number of shares to be
allocated to individual directors shall be decided by the Board
of Directors.

Breakdown of Director Remuneration
(excluding directors in non-executive positions)

Fixed compensation — Restricted-transfer
38% y stock remuneration
y (long-term incentives)

13%

Fiscal year
| ended
\ March 31,

2023 Performance-linked

remuneration
(short-term incentives)

499,

Remuneration for directors not involved in business execution
is paid as a monthly fixed amount that is not linked to business
performance due to their role of supervising business execution.
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Director and Auditor Remuneration in the Fiscal Year Ended March 31, 2023

Breakdown of total remuneration (¥ million)

Total remuneration

Number of eligible

3

(¥ million) Fixed compensation Performance-linked Non-monetary directors (people)
(monthly) compensation (bonuses) | compensation (stocks)
Directors 206 93 88 23 9
‘Outside directors 24 24 - - 3
Auditors 44 44 - — 5
‘Outside auditors 10 10 - - 3
Total 250 137 88 23 14
ota (

.
.
)

.

Notes: 1. Directors who also serve as employees do not receive a salary (including bonus) as an employee.
2. As of the end of the fiscal year under review, there were nine directors (three of whom are outside directors) and four corporate auditors (two of whom are outside auditors).
3. Directors (excluding directors in non-executive positions) receive bonuses as performance-linked compensation and stock with transfer restrictions as non-monetary

compensation.

Shares Held for Strategic Reasons

NESIC does not hold shares of other listed companies for the
purpose of strategic shareholdings in principle. However, we
exceptionally hold shares of other companies as strategic share-
holdings if we judge that it is necessary for business coopera-
tion with other companies and business relationships with
investees. In such cases, the Board of Directors annually exam-
ines the appropriateness of holding individual strategic share-
holdings by examining whether the purpose of holding these
strategic shareholdings is appropriate, and whether the benefits
and risks of holding them are commensurate with the cost of
capital. We consider the sale of these strategic shareholdings
that are judged to be dilutive as a result of the verification and
reduce the amount of the strategic shareholding. In the fiscal

year ended March 31, 2023, the Board of Directors’ meeting held
on May 2022 received reports and debated the status of strate-
gic shareholdings.

NESIC appropriately exercises voting rights for these strategic
shareholdings after comprehensively determining whether the
content of such proposals will contribute to the enhancement
of the corporate value of the investee company and the NESIC
Group over the medium-to long-term.

Strategic shareholdings (as of March 31, 2023)

Four listed companies ¥2,238 million

Evaluation of the Board of Directors’ Effectiveness

To improve the functions of the Board of Directors, since the fiscal
year ended March 31, 2016, NESIC has evaluated and examined
the effectiveness of the Board of Directors. Below, we summarize
the results of the effectiveness evaluation and the process of
analysis conducted in the fiscal year ended March 31, 2023.

Improvement Activities Undertaken in
Fiscal Year Ended March 31, 2023
In the fiscal year ended March 31, 2023, we aimed to enhance
discussions related to the progress of the new medium-term
management plan and discussions related to sustainability,
carbon neutrality, and engagement, which we have adopted as
non-financial targets under this plan. At the same time, NESIC took
measures to strengthen its provision of information and support
system in order to ensure appropriate monitoring of business
execution and decision-making (held multiple discussions on key
issues, enhanced the quality of preliminary briefings for the Board
of Directors, and improved the swift provision and format of docu-
mentation to board members). Additionally, we considered mea-
sures to enhance the effectiveness of the Special Committee,
which acts as an advisory body to the Board of Directors.
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Effectiveness Evaluation in the Fiscal Year Ended March 31, 2023 -
(1) Analysis and evaluation process

The evaluation of the Board of Directors’ effectiveness for the
fiscal year ended March 31, 2023, consisted of a questionnaire
given to all directors and auditors, and individual interviews based
on the results of the questionnaire. The questionnaire and indi-
vidual interviews served to clarify the roles and primary functions
of NESIC's Board of Directors, and elicited opinions about the
issues based on functions that should be emphasized and the
status and effectiveness of implementation of improvement
measures. Based on the outcome of this process, specific mea-
sures for improvement are discussed in pre-meeting briefings and
meetings of the Board of Directors.

(2) Summary of results of evaluation

The following is an overview of the evaluation of the effectiveness

of the Board of Directors for the fiscal year ended March 31, 2023.

@ Although the Board of Directors’ discussions focus on “the
roles and functions of NESIC's Board of Directors,” which was
formulated in accordance with the evaluation of the effective-
ness for the fiscal year ended March 31, 2021, we must con-
tinue to review its operations in order to strengthen functions
from this perspective.

@ The following issues, which were identified in the evaluation of
effectiveness in the previous fiscal year, showed overall
improvement due to the implementation of planned
countermeasures.

* Review the annual agenda for discussions, the methods for
managing agenda items, and the format and content of reports
from the standpoint of further demonstrating the roles and
functions to be prioritized by the Board of Directors

+ Analyze business strategy risks and operational risks and
identify issues and countermeasures

« Strengthen discussions of the Nomination and Compensation
Committee and Special Committee

« Strengthen provision of information and support system for
ensuring appropriate monitoring of business execution and
decision-making (continue to hold multiple discussions on key
issues, review methods for providing briefings and materials in
advance to board members and system for following up on
matters raised at the Board of Directors’ meetings, and improve
the training program for all board members, etc.)

Based on these results, we believe the Board of Directors is
operating appropriately and effectively.

(3) Future measures

To continue to improve the effectiveness of the Board of Directors,

the following measures will be taken in the fiscal year ending

March 31, 2024.

+ Enhance discussions and examinations related reinforcing gover-
nance in the future (such as the role and function of the Board of
Directors and skills required of directors)

+ Formulate reports and agenda items for each key theme in the
annual agenda for discussions and hold planned discussions.
Additionally, enhance discussions by the Board of Directors
through off-site meetings and discussions of key themes held by
board members

+ Aim to strengthen provision of information and support system
for ensuring appropriate monitoring of business execution and
decision-making (continue to hold multiple discussions on key
issues, review methods for providing briefings and materials in
advance to board members and system for following up on
matters raised at the Board of Directors’ meetings, and improve
the training program for all board members, etc.)

+ Set Group governance as a key risk for NESIC as a whole to be
addressed and report the status of these activities to the Board
of Directors

Matters for Discussion at the Board of Directors’ Meetings

The Board of Directors convenes once a month, in principle, to
actively discuss a variety of matters for two to three hours in
general (five to six hours if the preliminary meetings involving
independent officers are included). In addition to matters for
resolution and reporting, “matters for discussion” were established

in order to strengthen discussions on key matters concerning the
business strategy and governance. During the year, discussions
were also held on the evaluation of the effectiveness of the Board
of Directors and engagement.

Period Key Issues

Period Key Issues

« Interim reports on the medium-term business plan
(matter for resolution)

« Reporting on the status of business execution (Business
Design Operations Unit; matter for reporting)

+ Reporting of the status of cross-shareholdings (matter
for reporting)

+ Reporting on the status of business execution
(Marketing & Sales Operations Unit, back office person-
nel, Business Design Operations Unit, and DX Solutions
Business Unit; matter for reporting)

« Status of initiatives related to sustainability promotion
(matter for reporting)

First « Proposals for disclosing information based on the Task Third + Reporting on the implementation of the Nomination and
Quarter Force on Climate-related Financial Disclosures (TCFD) Quarter Compensation Committee (matter for reporting)
(matter for reporting)
+ Submission of Corporate Governance Report (matter for
reporting)
* Reporting on the implementation of the Nomination and
Compensation Committee (matter for reporting)
+ Reporting on the status of business execution (DX « Reporting on progress of the medium-term business
Solutions Business Unit, Environmental & Social plan (matter for reporting)
Solutions Business Unit, Network Solutions Business + Reporting on the status of business execution
Unit, and Corporate Auditing Division; matter for (Environmental & Social Solutions Business Unit,
reporting) Network Solutions Business Unit, Marketing & Sales
Operations Unit, and Corporate Auditing Division; matter
Second Fourth for reporting)
Quarter Quarter | * Carbon neutrality initiatives (matter for reporting)

« Evaluation of the effectiveness of the Board of Directors
(matter for discussion)

* Reporting on the operational status of the internal
control system (matter for reporting)

* Reporting on the implementation of the Nomination and
Compensation Committee (matter for reporting)
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Directors & Corporate Auditors (as of June 23, 2023)

Directors

ah o

Osamu Kikuchi
Senior Vice President,
Member of the Board and
Chief Digital Officer (CDO)

Yushi Ushijima
President (Representative Senior Vice President,
Director) and Chief Executive Member of the Board and
Officer (CEO) Chief Financial Officer (CFO)

Hiroyuki Sekizawa

Michiko Ashizawa Mamoru Yoshida Mikiko Morimoto

Member of the Board Member of the Board Member of the Board
(Outside Director) (Outside Director) (Outside Director)

Hiroto Sugahara
Member of the Board

Corporate Auditors

L 4

Naoki Iwasaki Yohei Otani Akiko Isohata

Corporate Auditor (Full-Time) Corporate Auditor (Full-Time) Corporate Auditor
(Outside Auditor)
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Michitaka Ono

Member of the Board

8

Toru Kawakubo
Member of the Board

Koji Inagaki
Corporate Auditor
(Outside Auditor)

Main Skills, Experience, and Expertise That NESIC Expects Of Members Of The Board And Corporate Auditors

Particular area that NESIC expects for Directors and Corporate Auditors
Name Independence Corporate Technology Sales apd Global Finance gnd Sustainability
Management Marketing Accounting and ESG
Yushi Ushijima ® ® )
Hiroyuki Sekizawa ) [ ® )
Osamu Kikuchi ® [ [
Michitaka Ono ] ° ° °
Michiko Ashizawa © ° ° °
Mamoru Yoshida © ® ® ® )
Mikiko Morimoto © ® °
Toru Kawakubo °
Hiroto Sugahara () )
Naoki lwasaki [ )
Yohei Otani °
Akiko Isohata © [
Koji Inagaki © )

Note: These are the skills, experience, and expertise particularly expected of each Director and Corporate Auditor, and do not indicate all the skills, experience, and expertise pos-
sessed by each Director and Corporate Auditor.

Specific details of the skills, experience, and expertise expected of members of the board and corporate auditors

Item Specific details

Experience in corporate management as a company representative, etc., or a high level of specialized

Corporate management knowledge in management strategy

Experience as a manager in the technology strategy field in relation to the business of the Company

Technology (Network Solutions Business, Environmental & Social Solutions Business, and DX Solutions Business)

Experience as a manager in business involving analysis of the business environment and market, as

Sales and marketin B -
g well as the formulation of business models, etc.

Global Experience as a manager in corporate overseas business or as an executive, etc., at an overseas subsidiary

Experience as a manager involved in accounting and finance, practical experience as an accountant at

Finance and accountin e . ) . . .
9 | an audit firm or accounting firm, or experience equivalent to this

Experience in corporate management strategy and policy proposals concerning sustainability, ESG,
Sustainability and ESG SDGs, etc., a high level of specialized knowledge in governance and risk management, etc., or experi-
ence as a corporate auditor or audit committee member
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Corporate Data

Consolidated Ten-Year Summary

Performance Indicators wilions of yen)

FY2014/3

FY2015/3

FY2016/3

FY2017/3

FY2018/3

FY2019/3

FY2020/3

FY2021/3

FY2022/3

FY2023/3

(Thousands of U.S. dollars)*'

Orders received ¥280,071 ¥299,097 ¥274,946 ¥279,241 ¥287,831 ¥284,739 ¥304,978 ¥336,877 ¥336,759 ¥356,043 $2,666,389
Net sales 270,326 292,164 279,961 257,912 267,939 277,949 303,616 339,109 310,334 320,802 2,402,471
Gross profit 44,690 48,110 45,162 42,585 44,265 47,681 54,374 63,929 63,473 66,545 498,352
Operating income 14,418 16,158 14111 9,974 11,057 12,774 16,245 25,563 23,181 22,751 170,381
Operating income to net sales %) 5.3 8.9 5.0 819 41 4.6 54 7.5 7.5 7.1 -
Net income attributable to owners of the parent 8,257 7,791 5,996 6,549 7,357 8,885 9,422 15,745 15,021 13,813 103,444
Financial Condition (Fiscal year-end) owilions of yen) (Thousands of U.S. dollars)*
Total assets*? ¥189,059 ¥201,904 ¥196,505 ¥197,386 ¥207,643 ¥216,171 ¥230,244 ¥250,338 ¥254,701 ¥267,000 $1,999,550
Net assets 89,166 94,173 94,397 96,674 101,732 107,608 113,510 127,117 138,149 145,714 1,091,245
Owner’s equity 87,514 92,559 92,738 94,611 99,473 104,888 110,366 123,682 134,742 141,242 1,057,754
Performance Indicators (miliions of yen) (Thousands of U.S. dollars)*"
Cash flows from operating activities ¥23,313 ¥ 2,460 ¥ 9,435 ¥22,634 ¥ 4779 ¥ 8,396 ¥12,935 ¥17,383 ¥22,674 ¥ 2,816 $ 21,088
Cash flows from investing activities (5,504) (3,929) (2,822) (2,697) (2,802) (5,604) (6,726) (4,289) (7,162) (4,934) (36,950)
Free cash flows 17,809 (1,469) 6,613 19,936 1,976 2,791 6,208 13,093 15,511 (2,117) (15,854)
Cash flows from financing activities (3,824) (4,127) (1,402) (4,144) (4,366) (5,615) (2,300) (2,388) (4,267) (9,243) (69,220)
Cash and cash equivalents at end of year 44,434 38,951 43,889 59,648 57,281 54,354 58,321 68,426 79,732 68,549 513,360
Per-Share Indicators (ven)*3 (Thousands of U.S. dollars)
EPS ¥ 5535 ¥ 5224 ¥ 40.27 ¥ 43.98 ¥ 490.41 ¥ 59.67 ¥ 63.28 ¥105.73 ¥100.85 ¥ 92.74 $0.69
BPS 586.69 621.54 622.75 635.34 668.01 704.40 74112 830.47 904.66 948.23 7.10
Cash dividends 20.0 21.3 23,3 24.0 24.7 26.0 27.3 35.0 43.0 46.0 0.34
Key Indicators %)

ROE** 9.6 8.7 6.5 7.0 7.6 8.7 8.8 13.5 11.6 10.0 -
ROA*S 8.2 8.3 7.1 5.1 5.4 6.1 7.1 10.6 9.3 8.8 -
Owner’s equity ratio 46.3 45.8 472 47.9 47.8 48.5 479 494 52.9 52.9 -
DOE ratio 3.8 3.8 3.8 3.8 3.8 3.8 3.8 4.5 5.0 5.0 -
Payout ratio 36.1 40.8 579 54.6 49.9 43.6 43.2 33.1 42.6 49.6 -
Other (Fiscal year-end)

Number of employees 7,164 7,260 7,464 7,572 7,657 7,743 7,818 7,537 7,675 7,825 -
Number of shares outstanding 49,773,807 49,773,807 49,773,807 49,773,807 49,773,807 49,773,807 49,773,807 149,321,421 149,321,421 149,321,421 -
S o Y B o S g DA s AT

130 sune 12020, NESI condeted a 2101 stook sl of 1 corma snare. The fioresforper-ahre it frfisal years pir o FY2020/3 ave been eroctivey

*4 ;(ggs(fiifnriie;:n;Sltloeikl::;:ne attributable to owners of the parent / Owner's equity during the term [Average of owner’s equity at the beginning of the term and at the end of

*5 tr:]g/\ti:?neq;r;i?w Assets): Ordinary income / Total assets during the term [Average of total assets at the beginning of the term and at the end of the term] x 100

ANNUAL REPORT 2023 ANNUAL REPORT 2023

77



78

Corporate Data

Stock Information (as of March 31, 2023)

Number of Shareholders 16,038

Common Stock Authorized 300,000,000 shares
Issued 149,321,421 shares
Trading Unit 100 shares

Major Shareholders (top 10)

Name of Shareholder

Number of Percentage of
Shares Held Total Shares
(Thousands) Outstanding

NEC Corporation 57,320 38.48
Custody Bank of Japan, Ltd.

(Sumitomo Mitsui Trust Bank, Limited beneficiary trust account, 19,200 12.89
NEC Corporation retirement benefit trust account)

The Master Trust Bank of Japan, Ltd. (Trust account) 12,035 8.08
Custody Bank of Japan, Ltd. (Trust account) 7,013 4.71
STATE STREET BANK AND TRUST COMPANY 510312 4,034 2.71
Sumitomo Realty & Development Co., Ltd. 3,600 2.42
STATE STREET BANK AND TRUST COMPANY 510311 3,269 2.20
Employees’ Stock Ownership Plan 1,853 1.24
Morgan Stanley MUFG Securities Co., Ltd. 1,288 0.86
GOVERNMENT OF NORWAY 1,231 0.83

Notes:

*1 Shares held Custody Bank of Japan, Ltd. (Sumitomo Mitsui Trust Bank, Limited beneficiary trust account, NEC Corporation
retirement benefit trust account) give NEC Corporation material voting rights because NEC Corporation has contributed shares
of NESIC to its retirement benefit trust. The percentage of material voting rights held by NEC Corporation as of March 31, 2023

was 51.41%.
*2 The number of shares held is rounded down to the nearest thousand.

*3 The percentage of total shares outstanding is calculated based on the number of shares excluding treasury stock (366,954
shares) and shares that are in the company’s name in the shareholder registry but are not substantially owned (300 shares) and

shown to two decimal places.

Breakdown of Shareholders by Type
(%)

100 0:26 6
10.29 8.06
80 19.22 522 21.73
60
41.12
41.13
40
20
30.82
0
2019/3 2020/3 2021/3 2022/3 2023/3 (FYE)
M Financial institutions Investment securities firms [l Other institutions

Foreign entities (institutions, individuals) [l Individuals and others [l Treasury stock
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Corporate Overview (as of March 31, 2023)

Name

Head Office

Established

Registered as a
Stock Company

Capital

Number of Employees

Fiscal Year

Ordinary General
Shareholders Meeting

Listing

Accounting Auditor

Transfer Agent

NEC Networks & System Integration
Corporation

3-9-14 Shibaura, Minato-ku, Tokyo
108-8515, Japan

https://www.nesic.co.jp/english/
December 1, 1953

November 26, 1953
¥13,122,000,000

5,176 (Non-consolidated),
7,825 (Consolidated)

April 1-March 31

Annual meeting held in June

Tokyo Stock Exchange, First Section
(Ticker Code: 1973)

KPMG AZSA LLC

Sumitomo Mitsui Trust Bank, Limited
1-4-1, Marunouchi, Chiyoda-ku,
Tokyo 100-8233, Japan

Outside Evaluations / Selection of Indices

) 1PX-NIKKEI 400

JPX-Nikkei 400

STO)(}: Pl L‘\(“\.['\il}l'\. .L'l;.l‘ruer

indices by amige | INdex

iSTOXX MUTB Japan

Platinum Career 150 Index

@

Major Consolidated Subsidiaries

Japan

® NEC Magnus Communications, Ltd.

® NICHIWA Co.

® NEC Net Innovation, Ltd.

® NESIC advanced aquaculture, Inc.

® NetsForest RAS Technologies, Inc.

® Q&A Corporation

® K&N System Integrations Corporation

® NEC Networks & System Integration Services, Ltd.

Overseas

® NESIC BRASIL S/A

® NESIC (Thailand) Ltd.

® NESIC PHILIPPINES, INC.

® Networks & System Integration Saudi Arabia Co. Ltd.
® |CT Star Group Myanmar Co., Ltd.

: 2023
2023 CONSTITUENT MSCI JAPAN o

FTSE4AGood FTSE Blossom

Japan Index Sompo Sustainability Index

FTSE4Good Index Series FTSE Blossom Japan Index MSCI Japan Empowering SNAM Sustainability Index

DX Certification Certified Health and
Productivity Management

Women (WIN) Select Index*

—

e
=

W DXilie

Health o

K71 500

2023
BmRIAA

“Platinum Kurumin” Highest-grade “Eruboshi”
certification mark certification

Outstanding Organization 2023

* THE INCLUSION OF NEC Networks & System Integration Corporation IN ANY MSCI INDEX, AND THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE MARKS OR INDEX NAMES
HEREIN, DO NOT CONSTITUTE A SPONSORSHIP, ENDORSEMENT OR PROMOTION OF NEC Networks & System Integration Corporation BY MSCI OR ANY OF ITS AFFILIATES.
THE MSCI INDEXES ARE THE EXCLUSIVE PROPERTY OF MSCI. MSCI AND THE MSCI INDEX NAMES AND LOGOS ARE TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS

AFFILIATES.

Editorial Postscript

Thank you for reading to the end of Annual Report 2023.

We have adopted a vision for realizing a sustainable society with prosperity that resonates for all, in other words, a “Sustainable
Symphonic Society,” by 2030. In this report, we disclosed our progress in Shift up 2024, which is a vital step in the achievement of this
vision, and reported results from the first year of the plan and issues to be addressed for further growth going forward.

Furthermore, we have made improvements to disseminate more valuable information based on requests from society and the opin-
ions of our stakeholders regarding strategies for implementing sustainability management, including non-financial initiatives, such as
further enhancing the disclosure of ESG information, namely our response to climate change and human capital initiatives.

We will continue moving forward, further shifting up to realize our vision for society, and for NESIC.
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