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DAIFUKU
Inspiring Society
and the Future

Material handling refers to the efficient storage, transport,
sorting and picking of goods.

Its essence lies in using automation technologies to reduce
heavy work and repeated processes and create new value.

Starting with the use of leverage, pulleys and casters, material
handling has developed dramatically through innovations in
dynamic and information processing technologies.

It is now a system that supports the foundations of society, and as

such is always close to the lives of people.

Daifuku will continue its Groupwide efforts to “inspire society,
deliver prosperity and enhance well-being through our core
competence—automated material handling technology.”

Path of Value Creation

A sound corporate culture that cultivates a chain of innovation

Since its founding in 1937, Daifuku has been committed to remaining at the forefront of the times and to meeting
customers’ needs as a manufacturer and integrator of material handling systems and equipment. Underlying this
is the following [*]to [3], our traditional corporate cultures (so-called corporate DNA).

Responding to customers’ needs with sincerity

Our business cannot exist without maintaining customers’ systems in operation. n

In 1959, we delivered an automobile production line system to Japan’s first passenger automobile factory. Any failure in the system we
delivered would bring the customer’s business activities to a halt. Under this severe pressure, we learned that our products must never cause

production lines to stop under any circumstances.

Becoming an all-around material handling
machinery provider. From human power to

machines-modernization of material handling

Until around the 1940s, most materials at ports
were handled by stevedores who carried cargoes
on their shoulders, straining at the task. Daifuku
began to introduce a range of material handling
machinery designed to reduce physical burdens
and enhance productivity, to the market.

In 1947, the then president Kenjiro Masuda,
who served in that role from 1947 to 1949 and
from 1953 to 1967, was seeking a future direction
for the Company. He made a decision to pursue
the modernization of material handling. This
marked Daifuku’s “Year One of Material Handling.”
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Stevedores carrying
cargo (photo credit:
Museum of Logistics)

Diverse and positive corporate culture

Confidence in management from the early days

A spirit of development in pursuit of cutting-edge technologies

In time, a need will arise, even where none exists B
today. Motorization as the road to fortune and
dramatic growth

“In the future, conveyors will not simply move or
carry goods. They will develop into systems with
advanced functions. Although they do not sell
now, the day will surely come when they will be
needed.” With this belief in the late 1950s,
Masuda sought advanced conveyor system
technologies for automobile factories from Jervis

B. Webb Company, a U.S. material handling

. . Japan’s first passenger
company that is now part of the Daifuku Group. automobile factory

In those difficult postwar years, wages were overdue by up to 75 days. The sight of Masuda rushing around trying to raise money to pay their salaries

increased the confidence employees had in the Company. At that time, factory staff were paid daily wages while office staff received monthly wages.

Masuda abolished this and introduced a new system of paying all staff on a monthly basis, removing a wall that had existed within the Company. His

successor, Toshio Hirosawa, who served as president from 1967 to 1977, worked hard to improve the treatment of employees, introducing programs

that were novel at that time, such as the five-day work week and mandatory retirement at the age of 60.

Sales trends
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Providing quality products and services in

response to advancing material handling needs H

The 1980s saw a rapid increase in demand for cleanroom
transport systems for semiconductor factories, resulting from
the spread of personal computers.

In 2002, Daifuku received a first order for a fifth-generation
LCD panel transport and storage system. This system later
evolved into a transport system for glass substrates for large-
screen TVs. We provide customers with one-stop services that
encompass everything from proposals for logistics strategies to
maintenance of distribution centers and other facilities. After
e-commerce and other services rapidly proliferated, needs
increased for material handling for high-mix, low-volume and
high-frequency transport. We faced a need to provide solutions
for temperature management in cold chains and hygiene
management ensuring food safety and reassurance.

Responding to customers’ needs with sincerity
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Automated sortersin a
distribution center

Global increase in the movement of
people and goods

In 2007, Webb joined the Daifuku Group through M&A,
enabling us to enter the airports sector. We have since
expanded the business mainly to overseas markets. In 2018,
we won our first project in Japan.

In recent years, airport security checks have become
increasingly stringent, and boarding procedures are taking
longer and longer. There is brisk demand for smart airports,
such as self-service baggage check-in, facial recognition for
passport control, automation of passengers’ procedures,
and curtailment of time for security checks.

A spirit of development in pursuit of cutting-edge technologies

The “living” warehouse brings
adistribution revolution

In the 1960s, the volume of cargo began to exceed the

handling capacity of delivery centers and it became common

to see piles of goods waiting to be delivered. At that time,
Daifuku began to explore new fields and developed the
Rackbuil system, a pioneering automated warehousing
technology in Japan, with the first system in 1966. Rackbuil
was dubbed a living, moving warehouse and a revolutionary
system that changed the concept of warehouses. It instantly
became the Company’s mainstay product.
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A good mentor

The first delivered Rackbuil
system

Diverse and positive corporate culture

Kenjiro Masuda served as president for a total of 17 years and six months, and subsequently

also served as chairman and advisor. Until just before he passed away at the age of 97 in

1996, he would speak about business vigorously. Our current management team

occasionally heard his instructions when they were young. He was also a man of the pen.

His contribution to the Company newsletter for six years acted as a core of the chronicle of

Daifuku’s 50 years. Our corporate history vividly describes our 50 years of history based

consistently on his views.

.. —a

Cultivating Daifuku’s sustainability through
industrial park plans

million square meters with the idea of building an industrial

In 1970, Daifuku acquired a vast site measuring about 1.2

park in the town of Hino-cho, in Shiga Prefecture. Today, this is
the home of our Shiga Works. With an emphasis on harmony
with the natural environment and ties with the community, we
started building a production site with a function of developing
a rich humanity. The Works has become one of the world’s
largest production centers of material handling systems,
boasting 12 factories. We are working to build a sustainable
society, for instance with the Yui Project launched in 2014 to
preserve biological diversity.

Provide proposals with clear introduction,
development, turn, and conclusion

Katsumi Takeuchi served as president from April 2002 to March
2008. He always defined the creation of a diverse and positive
corporate culture as part of the management philosophy.
“Diverse and positive” never means that you can say whatever

Self-service baggage
check-in system

Yui no Mori the forest

Yui no Mori was developed as part
of efforts to protect biodiversity.
In addition to protecting the
endemic red pine forests and a
rare species of salamander, Yui no
Mori is used as a place of learning,
both inside and outside the
Company.

.
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comes to mind. Rather, subordinates should organize their ideas logically to propose them

and superiors should listen and communicate with them. Constructive proposals must have a

clear introduction (raising of question), development (specific details), turn (exploration of

solutions), and conclusion. He pushed strongly ahead with global expansion and was thus

aware of the importance of expressing ideas verbally.

Developing and providing logistics solutions to n
help build new lifestyles

Changes to systems in society and people’s lifestyles are
accelerating. Customers are faced with issues such as the
expansion of e-commerce, advances in digitalization, the
trend towards electric vehicles, mounting awareness of the
environment, society and governance (ESG) issues, rising
labor expenses and labor shortages. Daifuku will flexibly and
sincerely continue to respond to their new needs.

Society supported by non-stop logistics

Today, companies are facing challenges related to how to
ensure non-stop logistics, and how to restore them quickly if they
do stop. Daifuku offers preventive maintenance and regular
inspection services for systems and operates a 24/7 system
support center to ensure stable operation of customers’ facilities.
Since the 1995 Great Hanshin-Awaji Earthquake,
severance of supply chains and the stagnation of physical
distribution caused by natural disasters are now recognized
as a major risk to society. We are working to introduce quake-
absorbing systems to logistics facilities in a bid to help
customers achieve a rapid recovery in business activities and
to maintain the foundations of society.

Active discussions based on customer needs

Daifuku’s own sway-control
technology developed at
its high-rise testing tower
within the Shiga Works

We receive a large number of orders for different projects. Accordingly, younger personnel

have opportunities to work on the front lines. When conditions are difficult, they may need

deliberations inside the Company at times. They are often seen involved in intense

discussions on material handling and other subjects.
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A spirit of seeking constant

advancement in everything behind

the company creed

In January 1964, the then president Kenjiro Masuda formulated Daifuku’s company
creed of Hini Arata*/veeses . He explained his thinking, which was incorporated into the
creed of Hini Arata.

It embodies our aspiration, shown below.

* Cited from The Great Learning, one of the Four Books in Chinese Confucianism

With respect to humanity, it means to develop character and build up skills. As for
the mind, it means enterprise, cultivation, patience, emphasis and service. It aspires
to constant advancement in everything; for example, development and training
of skills, improvement of efficiency and productivity in work, prosperity for the
company, and greater happiness at home. As long as you carry out new activity day

by day, you will always be young in spirit and the company will prosper eternally.

There is no guarantee that today’s leading industry or business will stay successful
forever. The most important thing is to always keep in mind that businesses will fail.
We should review our actions every day and change them for the better. We have
therefore chosen Hini Arata as our company creed. It is the practice we must learn to

ensure our corporate survival,

This notion has been passed down to us today. It serves as a foundation that

supports the Daifuku Group’s development.

Corporate Policies

Company creed

Management
philosophy

Group Code of
Conduct

Today we are doing better
than we were yesterday.
Tomorrow we will be growing
ahead of where we are today.

Hini Arata

Automation that Inspires

Inspire society, deliver prosperity and enhance well-being through our

core competence—automated material handling technology.

We will
strive to realize a sustainable society that minimizes burdens on people and
1 the environment, respects human rights, and encourages responsible

manufacturing.

work together with customers around the world to create optimal smart
logistics solutions that incorporate innovative technologies.

ensure a fair and open corporate culture that respects diversity and allows
3 eachindividual to excel. Further, we will strengthen our fundamental

management practices globally to have a high level of transparency.

Basic Stance
We will act in accordance with applicable laws rules, regulations, social norms
and ethics.

We will place safety as a major premise in all aspects of our business activities.

We will remain committed to the creed of “Hini Arata” as we take on new challenges

and make changes for the better.
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CEO Message

Advancing Our Presence in Society with

Our Automated Material Handling Technology

» Page 5

Management Philosophy

Inspiring people with material handling technology
rooted in our new management philosophy

In October 2021, the Daifuku Group revised its management philosophy
to “Automation that Inspires.” The development of our current three-
year business plan, Value Transformation 2023, and the new steps
forward that will come with it, are what inspired us to update our
well-established management philosophy to better suit the times.

As part of the revision process, we set up a project team of officers from
each business unit and the Corporate Functions unit. From there, we took
some time to confirm the Group’s reason for being. Thanks to this action,
as well as numerous discussions with the presidents and executives of
subsidiaries outside Japan, we reaffirmed, to no one’s surprise, that
Daifuku’s reason for being is material handling—the efficient storage,
transport, sorting, and picking of objects. Material handling originates
from the desire to reduce heavy labor and repetitive tasks and enable
people to focus on more creative work. This is our mission.

Material handling calls for the movement of a variety of objects in
arapid, accurate, and efficient manner. As the declining birthrate and
an aging population causes a contraction in the workforce, we see
machines increasingly being entrusted with tasks they are capable of
performing. In light of this trend, we want to use our automated material
handling technology to help inspire society, deliver prosperity, and
enhance well-being. By extension, we aim to be a company that leaves a
strong impression on people. This idea is contained within “Automation
that Inspires.”



CEO Message

» Page 24

Key Performance Indicators

We need innovation with a view toward changing society. Conversely,
there are aspects integral to Daifuku’s corporate culture, its so-called
corporate DNA, that we cannot and must not change. One is the drive to
complete a project, regardless of its difficulty, and ensure the operation
of our customers’ facilities no matter what it takes. Another is the need
to maintain a free and open corporate culture that allows employees to
express their opinions, no matter their position. We need to preserve
these ideals all the more if we are to create things that the world has
never seen, and if we are to realize our dream of working to deliver new
convenience to customers and the consumers they serve.

The COVID-19 pandemic has brought with it remote communication
and other changes to the ways people live, as well as changes to the way
we sell and consume, which includes e-commerce among other means.
These changes will likely continue in the new normal of a post-COVID-19
world. We hope that Daifuku can be an integral part of society in these
coming times, and continue to provide new value and inspire people.

Consolidated orders and sales
reach new record highs

In fiscal 2021, the first year of Value Transformation 2023, we achieved
orders received of 589.0 billion yen, net sales of 512.2 billion yen, and
operating income of 50.2 billion yen, setting record highs in both orders
and sales. These results were driven by the Intralogistics business,
which deals with manufacturing and distribution systems, as well as by
the strong performance of the Cleanroom business, which deals with
cleanroom production line systems. In particular, demand for capital
investment in semiconductor production lines—part of the Cleanroom
business—exceeded the expectations set when we developed Value
Transformation 2023, and we expect this high level of performance to
continue going forward. In light of these results, we have revised our
consolidated net sales target for fiscal 2023, the final year of Value
Transformation 2023, from 540 billion yen to 600 billion yen.

Meanwhile, our operating margin in fiscal 2021 was 9.8%, which puts
us on track to reach our fiscal 2023 target of 10.5%. Even during the
pandemic, sales and income increased in consecutive years. The biggest
contributors to this achievement are our employees, with their ingenuity
and hard work. We will continue to move forward with management that
draws on the power of our employees to meet our targets.

Net sales and operating margin
(Billion yen / %)

Targets Initial targets
(revised May 2022) (developed February 2021)
o8 10.0 10.5 10.5
600.0
2021 2022 2023 2023 (FY)
(Forecast) (Targets) (Targets)

Three-year I

business plan Value Transformation 2023

[ | Net sales Operating margin

The cornerstones of management
—keys to sustainable growth

To coincide with the adoption of our three-year business plan, we
developed the Sustainability Action Plan after revising the material issues
(materiality) addressed in its predecessor, the CSR Action Plan. We need
to treat the creation of products and systems that contribute to society
with the same importance as the pursuit of net sales and profits. We look
at both of these plans as wheels—if only one wheel is spinning, it will
spin idly. However, if both wheels are spinning in synchronization, then
we have forward movement. If we treat the three-year business plan and
the Sustainability Action Plan as the “cornerstones of management,” and
use them to move forward, we will create value unique to the Group.

Since introducing our proprietary Daifuku Eco-Products Certification
Program in fiscal 2012, we have been committed to providing products
while being mindful of their environmental impact. The mega solar farm
we installed at the Shiga Works in 2013, which generates up to 4,438 kW,
is just one example of our efforts to support the coming generation, and
was undertaken long before environmental, social, and governance
(ESG) initiatives began to draw the attention of society. As another
example, we maintain a policy for developing new products with more
efficient power consumption when compared with existing products.
This is important since these systems operate at customer locations for
long periods of time. On occasion, a customer might ask whether this is
all truly necessary. However, this development policy adds to the Group’s
competitive advantage.
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CEO Message

The Group’s sustainability management
remains consistent throughout the supply chain,
from consulting for logistics systems, design, and
installation to after-sales services. This allows us
to provide suppliers of parts and other items with
advice and support, which helps us work together
to reduce CO: emissions. It also means that
recyclable materials compose at least 90% of the
products and systems we provide customers,
ensuring they do not become harmful substances
when they are disposed of in the future.

We will remain mindful of sustainability so that
we continue to provide unique products and services
with the value sought by society and customers.

The progress of Value Transformation 2023 and
our external conditions

Since its founding, the Group has developed Japan’s first high-rise
automated warehouse and the world’s first electrified monorail system
with a non-contact power supply, among a variety of other innovative
projects. Even in the present day, as e-commerce and other services have
become more widespread and life has become more convenient, we
have a strong desire to set things in place that will make life better for
the coming generation. To turn this desire into innovation across our
businesses, we have appointed an officer responsible for advanced
technology and new business development. Since April 2022, under the
leadership of this officer, we have been seeking out new businesses as
we strive to strike a balance between helping realize a sustainable society
and contributing to profits.

Standardizing products from the design stage to increase profitability
is one of the major themes of the three-year business plan. Setting the
precedent for this endeavor is the Intralogistics business, which has been
committed to product standardization and streamlining of production
and assembly for the last decade or so. This endeavor has involved
steady research and trial and error, but the business has lowered costs by
significantly reducing the number of parts, and has decreased the need
for engineers to draw up blueprints from scratch by standardizing parts
for common use across several products. These initiatives have resulted
in greater profitability. We are currently promoting similar standardization
efforts in the Cleanroom business, and are on track to reduce costs 30%
by fiscal 2023.

» Page 44

Strategies by Business

In fiscal 2021, the prolonged COVID-19 pandemic caused disruptions
in the supply chain. Thanks to early ordering and inventory stockpiling
in each business in anticipation of this situation, we were able to deliver
products and systems to our customers with little to no delay until
around December 2021. However, since 2022 there has been an increase
in supply and procurement restrictions, which has made it difficult to
receive orders on time, even if the order was made in advance.

For this reason and others, the Group is moving forward with design
changes that include switching to alternative parts and components.
Moreover, in the past, products were shipped from our factories close to
completion and were installed and adjusted on-location. Now, when it
takes time to procure parts, we will bring the unit excluding the missing
parts to the site and proceed with the installation work until the parts
arrive. This measure takes advantage of a particular characteristic of our
business, which is the long period between receiving an order and actual
operation. If the supply of parts is delayed, we do not just wait for that
part to arrive. Instead, we proceed with whatever work that can be
carried out, and continue to make every effort to meet the completion
deadline for the customer.

We are currently working to build a production control system that
visualizes development, production, installation, and other processes in
real time, for projects worldwide. Intensive data management, tracking
progress and changes in costs will raise the efficiency of the process
aimed at completing these projects. While we did make some progress
in fiscal 2021, we are still en route to “complete visualization,” and will
continue to move forward with this effort in the Intralogistics business,
which is leading the way in this respect, and then expand horizontally
to the Cleanroom business and other businesses.

In March 2022, we conducted a takeover bid for our consolidated
subsidiary Contec Co., Ltd. and made it a wholly owned subsidiary in
May. In today’s world of technological innovations such as Al and 10T,
development and investment in the device business are essential for the
Group’s growth. In addition, Contec has advanced into fields such as
environment/energy, medical care, and digital signage by taking
advantage of the technology it has cultivated in electronic devices for
factory automation. This makes it possible to offer products for a wide
range of industries. Going forward, we will deepen our cooperation with
Contec, with a focus on developing new products while also making use
of each other’s technology, know-how, customer foundations, and other
management resources.
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CEO Message

» Page 76

Daifuku Environmental Vision 2050

Daifuku’s long-term vision

In February 2021, we unveiled Daifuku Environmental Vision 2050,
which aims for a world in which material handling systems have zero
environmental impact in 2050. | am confident that in 30 years’ time we
will still be thriving as the company of choice for our customers and
other stakeholders, thanks to our efforts to reduce the environmental
impact of our products and systems.

In fiscal 2021, these efforts included the installation of a photovoltaic
system as part of the construction of a new factory outside
of Japan and worked to introduce electricity from renewable energy
sources, under the banner of “accelerating climate change and energy
responses.” Meanwhile, with a policy of “building a foundation to
promote resource recycling,” we will continue to promote operations
at Company-owned factories with low environmental impact. We also
set targets for each business unit to reduce their environmental impact,
with the intent of assessing the degree of completion in the future.

Looking at the “cornerstones of management” | mentioned earlier,
namely the three-year business plan and the Sustainability Action Plan,
I would like to elaborate on the human resources strategy put forth in the
latter. This is intended to affect the development of new businesses, as
we plan to use this integration to assign employees to suitable positions.
As part of that, in fiscal 2021 we integrated the Automotive business unit
with the Airport business unit and are taking steps to make our pool of
human resources more mobile. We will also need to train project
managers. One cannot be a project manager without extensive knowledge
and experience, in areas ranging from cost management to design and
installation, as well as having a good understanding of our partner
companies. Therefore, we provide systematic education to train the next
generation of project managers. Outside of Japan, we are working to
construct a project management system that will ensure that projects
are not dependent on any one person, something that is possible
because the mobility of human resources outside Japan is high overall.

We will also focus on developing and promoting diverse human
resources. The number of female employees and managers of our
company increases with each passing year, but we need make drastic
changes to conscious and unconscious gender biases to ensure they can
be even more active in their roles. We are also considering appointing
officers who are foreign nationals.

» Page 91

Risk Management

Enhancing risk management and
Group governance

Risk management is also important if Daifuku is to achieve sustainable
growth. Geopolitical risks and the resulting procurement risks have come
to light in recent years, adding to cyberattack and compliance-related
risks. To address these issues, we established the Risk Management
Committee in April 2022, with the head of each business unit serving as
members. As chair of the Committee, | will work to ensure it operates
effectively and manages Group risks.

Regarding Group governance, the three-year business plan calls for
“rebuilding Group management.” Therefore, we are planning to evolve
our governance system by strengthening the supervisory functions of
our subsidiaries and reorganizing in order to optimize business operations.
As for communication with Group companies, | feel that communication
is more active now than it was prior to COVID-19. Instead of being
hindered by the difficulty of traveling to worksites, it has become
standard to hold meetings online, unrestricted by place or time. We plan
on continuing to take advantage of these benefits in the future, as we
work to enhance Group governance further.

In fiscal 2020 and fiscal 2021, the Daifuku Group increased both sales
and income despite the pandemic. Moreover, fiscal 2021 marked the eighth
consecutive year that the Group was the global leader in net sales for
material handling systems. | take this as a sign of society’s high demand
for automated logistics systems as well as the great expectations being
placed upon us. In fiscal 2022, we will continue our efforts to increase
sales and income and contribute to the realization of a sustainable society.

| ask for your guidance and encouragement as we go forward.

. beshre

President and CEO



Our Business

Intralogistics

Provides logistics systems that are optimized for each customer by configuring the best
combination of automated storage, transport, sorting, and picking systems, to
distributors including e-commerce, retailers, wholesalers, transportation, and
warehousing, and to manufacturers including food, chemicals, and pharmaceuticals. We
deliver the smart logistics sought by customers by incorporating cutting-edge technologies
such as loT and Al.

Manufacturing and distribution systems

Cleanroom

Provides cleanroom transport and storage systems essential in manufacturing
semiconductors and flat-panel displays. We have delivered numerous systems to many
of the world’s leading electronics companies and component manufacturers. As a global
supplier, we develop systems that respond to the evolution of accelerating technologies
to ensure that we continue to improve our customers’ operating rates.

Cleanroom production line systems

Automotive

For more than half a century, we have provided automobile manufacturers worldwide
with systems that support their manufacturing operations. In the ever-evolving automobile
industry, we use our extensive know-how and technologies to respond to sophisticated
and diversified demand, as well as develop pioneering systems that support parts
logistics and other areas in automobile manufacturing.

Automotive production line systems

Airport Airport technologies

Provides a broad range of solutions for airports, including baggage handling systems,
automated baggage check-in systems, baggage screening systems, and software and
controls. The business operates worldwide in collaboration with its Group affiliates in
North America, Asia Pacific, and Europe.

Auto Wash

Provides mainly car wash machines and related products to filling stations and car dealers
primarily in Japan and South Korea. The business offers a range of car wash models to
ensure customers can choose features that meet their needs, including eco-friendly,
ultra-quiet and water-saving functions among others.

Car wash machines and related products

Electronics

Provides industrial computers, measuring/control systems, and IoT solutions, through
our subsidiary Contec Co., Ltd. Customers come from various industries, such as energy,
medical, and railway.
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Our material
handling
technology
creates values

At the core of Daifuku's business is automated material handling technology.
Material handling refers to the efficient storage, transport, sorting, and picking of
goods. A material handling system provides a smooth flow of goods by integrating
equipment that has such functions and software that control and manage system
operations. By providing a material handling system, it is our mission to reduce
heavy labor and repetitive work and enable people to focus on more creative work.
We will seek to create new value through our core competence—automated
material handling technology. As the world’s leading supplier and system integrator
of in-house manufactured products, we will address diversified customer needs
worldwide to inspire society, deliver prosperity, and enhance well-being.

Typical distribution center flow

Receive

-_-_-»_-_-_-_-.@

I E| ] xR/ K| R Kl
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Sales by industry

FY2011 FY2016 FY2021

Airport Other

Transportation,
warehousing

*‘

Commerce,
retail

Other manufacturers

Automobile Airport Other  Automobile Airport Other  Automobile
Transportation, Transportation, ‘
warehousing warehousing
198.0 320.8
billion yen ' billion yen
Commerce, Commerce,

Cleanroom retail Cleanroom retail

512.2

billion yen

Cleanroom
Other manufacturers
Other manufacturers
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Our Material Handling Solutions

| Intralogistics

Cutting-edge distribution center using the latest technologies

Daifuku provides logistics solutions that meet the needs for automation and labor saving in various manufacturing
fields such as food/beverage, pharmaceuticals, machinery/metal processing, electrical appliances, and daily
necessities. In addition to the abundant experience and know-how that we have cultivated so far, we are maximizing
the automation rate by working on new technologies.
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High-throughput
mini load AS/RS
e

boxes and facilitates case shipping

Provides productsin a timely
manner to piece-picking robots

Case-palletizing robot

PN |
Rapidly palletizes cases of various
shapes and sizes

Piece-picking robot

Picks cardboard boxes from a pallet
retrieved from an AS/RS

Accurately picks individual items of
various sizes and weights

Cold Chain

Cold storage and low-temperature centers are in growing demand around the world following lifestyle changes and
improvements in diet. This trend has been spurred by the increase in online purchases of frozen and chilled food amid rising
air temperatures and the growing popularity of working from home. The number of items has been increasing recently and
orders have been involving smaller and smaller lots. Accordingly, a shift to high-mix, low-volume distribution is taking place,
and it is becoming more difficult to operate warehouses at full capacity without idle space. When the temperature in a
refrigerated warehouse is at minus 25°C, the temperature difference from the outdoor air temperature might be 60°C or more.
It is vital to use space in the warehouse effectively and to improve the working environment.

Offering systems tailored to carton property
When shipping in units of cases, the most basic solution is to use a mobile rack
(upper right photo). That minimizes the space required for forklift movement
and enables storage efficiency that is much higher than fixed racks.
Low-temperature distribution centers are used for deliveries to supermarkets,
restaurant chains and other stores. They need to be able to handle high-mix,
low-volume operations at a high turnover rate, and they tend to stock goods
that require tremendous labor for picking. As such, automated storage and
retrieval systems (AS/RSs) are effective. Workloads inside a refrigerated
warehouse, with the temperature at minus 25°C, can be physically burdensome,
but can be slashed by providing a high-rise stairwell space within the building
and by creating a picking station inside the cargo sorting space where the
temperature ranges from minus 5°C to plus 5°C.

Solutions for the e-commerce and mail order sectors

In e-commerce logistics, the scale and number of items vary depending on the operator. The extent of manual operation and
that of automated operation vary with the customer. For all corporate customers, speed and accuracy are essential for the
inspection of incoming goods, storage, collection, inspection of outgoing goods, packing and shipping.

Shuttle vehicle mini load AS/RS

This system handles a number of types of plastic containers and cartons.
It performs free allocation management to automatically adjust storage
locations according to the load size. That paves the way for high-density
storage. If a vehicle fails, maintenance can be performed with the vehicle
detached. During the maintenance process, the system can remain in
operation with the remaining vehicles, minimizing the impact on the
overall process.

Regular position picking system

This system automatically feeds stock containers and order collection containers
to an operator. The operator needs only pick the required quantity of containers
from those supplied in accordance with the instruction displayed. That minimizes
disparities in productivity associated with operators’ skill levels.
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Our Material Handling Solutions

| Cleanroom

State-of-the-art semiconductor factory

A semiconductor factory performs around 1,000 manufacturing processes, and it takes two to three months from
material input to completion and even more time for cutting-edge products. A large factory has interbay rail tracks
with a total length of 20 to 30 km on the ceiling of the clean room as well as 1,500 to 3,000 wafer transport vehicles in
operation 24/7. Wafers in process require very careful handling. As semiconductors are becoming finer, lower vibration
levels are needed. Software for managing vehicle operations according to production plans is also becoming increasingly
advanced and sophisticated.

—_
< (g
. Roughly eight times

the area of a soccer field

Inter-level transport
equipment

Semiconductor
factory Reticle stocker

Storage for reticles that contain a pattern
image that needs to be stepped and
repeated to expose the entire wafer

Interbay transport

Features storage and
lifter functions to meet
a multistory factory

Overhead transport system

Nitrogen purge stocker

Features non-contact power supply Automated warehouse that enables
technology, which eliminates abrasion the injection of nitrogen into stored
powder containers

Semiconductor back-end process factory

Customers have sought to reduce the semiconductor linewidth to 3 nanometers, and then to 2 nanometers. This
miniaturization is nearing its limit. As a new solution, three-dimensional packaging technologies are advancing. With this
approach, several semiconductor chips cut from wafers are vertically stacked and integrated. In the past, personnel were
responsible for storage and conveyance between back-end processes in a non-clean room environment. New technologies
require maximum cleanliness. As the objects to be conveyed become heavier, demand for automation is created.

Tray stocker Cassette stocker

R
-

Storage of containers (trays) for storing and conveying semiconductor chips Storage for containers (cassettes) for
transporting wafers between processes

S o

Magazine stocker Overhead transport system

Storage for containers (magazines) for
supplying and storing bonding* materials
* Bonding: A process of fixing in the metallic

frame called a leadframe and connecting with
a gold wire
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Our Material Handling Solutions

| Automotive

Automobile production line systems

We offer automated systems that enable labor saving in all processes of automobile production, including pressing,
welding, coating, assembly, component storage and supply, engine testing and battery installation. They are
ergonomically designed, for instance with a mechanism for lifting bodies to the height at which personnel can easily
carry out their processes. Recent years have brought mounting demand for carbon neutrality. We are responding to the
shift to electric vehicles (EVs).
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Under body
D 4
Side body
v
Main body
D 4
Body inspection

a dedicated cutter

*2 Pressing: A process of forming the cut steel sheet into a 3D body component with the use of
a pressing machine

*3 Trim: Process of attaching the accessories and parts to the car body

*4 Chassis: Process of attaching the accessories and parts to the car undercarriage

*5 Final: Process of adding the finishing touches

*1 Blanking: A process of cutting a long single steel sheet to a required length with the use of @ Virtual factory tour

www.daifuku.com/solution/automotive

Vehicle door removal
automation solution

Environmentally
friendly paint system

EV battery mounting unit

Overhead friction
conveyor system

Floor friction conveyor
with lifting units

| Airport

Solutions for airports

We provide material handling systems, such as baggage check-in, transport, sorting and temporary storage systems,
as well as products incorporating digital technology, including airport terminal operating system and security lanes,
in airports. We are also working to reduce lost baggage by increasing processing speed and accuracy. In terms of
services, we engage in operations and maintenance.

Self-service bag drop

Security lanes

High-speed
transport

Baggage transport and between : .
sortation system ‘{;mi"als Baggage claim
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Key Performance Indicators

Daifuku Value Creation Process  »Page2s
@ Orders received, net sales, operating margin @ Net income attributable to shareholders of @ Capital investment, depreciation
(Billion yen / %) the parent company, ROE* (Billion yen)

(Billion yen / %)
589.0 39 5

o

512.2 B> 38
503.3 .

487.9 323

504 1831 45104739
4436
404.9 1.9 28. 132
oo o8 u : 13.1
: o1 04 | 124

13.2
1.5

7.9 74 73

2017 2018 2019 2020 2021 (FY) 2017 2018 2019 2020 2021

[l Orders received Net sales Operating margin

Ml Net income attributable to shareholders of the parent company

2017 2018 2019 2020 2021 (FY)

ROE M Capital investment Depreciation

* ROE = Net income attributable to shareholders of the parent company / Equity

(average of beginning and end of the year) x 100

@ Employees by region
(People)

)
e ‘[3004 38 AT
2759/

3,717
I/Z o78 r3 1254 I3 ,536 I3 ,499
I/3’257 3,398 3,551 3,652 3,790

2017 2018 2019 2020 2021 (FY)

M Japan M Asia Pacific Americas [l Europe

@ CO: emissions (Global)
(t-COs)

32,526
31,939 29,593 27,862 25,139

I9297 I3333 Igoss I9066 I9566

Total assets, net assets, equity ratio Service sales, ratio to net sales
(Billion yen / %) (Billion yen / %)
483.3 136.0
445.4
409.9 410.8
373.0 . 07 5 108.9
533 56.7 57.7 60.2
50.4 202.0 101.0
262.0
2228 2373
191.4
2017 2018 2019 2020 2021 (FY) 2017 2018 2019 2020 2021
M Total assets Net assets Equity ratio M Service sales Ratio to net sales
Free cash flows Cash dividends per share,
(Billion yen) dividend payout ratio
(Yen / %)
46.8
90 90
80
75
32.0 70
I 33.6
29.7 31.6
14.4 28.6 311
5.8
10
2017 2018 2019 2020 2021 (FY) 2017 2018 2019 2020 2021
[l Cash dividends per share Dividend payout ratio

2017 2018 2019 2020 2021 (FY)

M Scope 1 Scope 2

g R&D expenses, patents held

(Billion yen / Patents)

3,726
3,474

1077
3,284
3,068
2,899 g6 8.9
| | | |

2017 2018 2019 2020 2021

M R&D expenses Patents held

Sales of Daifuku Eco-Products*,
Daifuku Eco-Products sales ratio

(Billion yen / %)
49.1

40.4

11.5

2017 2018 2019 2020 2021 (FY)

M Sales of Daifuku Eco-Products Ratio to net sales

* Daifuku sales are generally divided into sales for new deliveries and sales for
follow-up services, such as maintenance and inspections. The sales ratio for
Daifuku Eco-Products uses the number of total sales with service sales deducted.

Waste generated*, recycling rate of waste* (Japan)
(t/ %)

5,751
5,253

I 4984 5078 4555 I

2017 2018 2019 2020 2021

[l Waste generated Recycling rate of waste
*Including valuable wastes
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Daifuku Value Creation Process
Management Philosophy

Company Creed . o
Automation that Inspires
>
) Social Environments s
Changes in « Changes in industrial structure due to innovative technology Inspire society, deliver prosperity and '2
customer needs 4 « Demographic change . .‘2_‘
and markets « Growing environmental awareness enhance We"'belng B
« Transition to a recycling-oriented society BIIAYEE) A S
o
V'S =
- s
Inputs Daifuku Business Activities Outcome

Outputs Social Value
@ @ Human
Finar)ci::l Global Reach ' *Pages4 Enhancing work environments and employee engagement
capita

Turnover rate* 2.43% (non-consolidated)
* Excludes compulsory retirees and contract expired retirees

Three-Year Business Plan
“Value Transformation 2023”

o

@ Social and relationship

Manufactured 0 HULLn
al::l;:i(t'.atllre | = Intralogistics (UL Rl cleanroom Helping for industrial advances and expansion
Daifuku’s (semiconductor, e-commerce)
@ corporate culture Underpinning social infrastructure through stable operations
o o 2o of systems we deliver
(DNA) fuku’ Create optlmal smart |OgIStICS Eliminating labor shortages at logistics sites
Human Daifuku’s

solutions that incorporate
innovative technologies

Raising efficiency of social systems

@ Natural

capital Value Chain

» Page 30

Responding to customers’ needs
with sincerity

A spirit of development in pursuit

®

of cutting-edge technologies >Page18 Greenhouse gas emissions ] Daifuku Environmental Vision -

Intellectual Diverse and » Page 44 Waste generation 2050 crucial issue areas »Page 76

capital positive corporate culture 7(?% or higher sales ratio of projects that include environmentally

»Page friendly products (2030 target) g E
Auto Wash i 90% or higher recyclability rate for new products (2030 target)
@ 1 - W T I Contributing to reducing greenhouse gas emissions
Social and Sustainability Action Plan (through environmentally friendly products and

relationship A electric vehicle production line systems we deliver)

capital Contributing to the environment through the Yui Project to conserve biodiversity

Automated Material
@ Handling Technology @ Financial
Three-year business plan Value Transformation 2023
Natural “‘ - ,’ management targets

capital

Increase sales to 600 billion yen

Raise operating margin to 10.5%

Secure ROE of 10% or higher (each fiscal year)

Value Creation Mechanism Maintain or increase dividend payout ratio of 30% or higher

(on a three-year average)

Group Code of Conduct »Page5  Daifuku Group’s Basic Policy for Corporate Governance (»Pages4  Risk Management P Pagest

Environmental Management »Page7s  Daifuku Group Human Rights Policy »Page75  DX2* »Page42 Economic Value

* DX* (DX Squared) = Digital Transformation x Daifuku Transformation

Input capitals [»rage2¢

@ Financial @ Manufactured @ Human 9 Intellectual @ Social and relationship @ Natural

Net assets 292.0 billion yen Production sites 26 Employees 1 2,436 Innovation investment 1 3.0 billion yen Major suppliers 700 or more* (non-consolidated) Amount of energy used 770,790 GJ

. - (10 countries and regions) (non-consolidated: 3,202, (R&D expenses + DX investment amount) * Annual transaction value of more than 10 million yen 3
Netincome 35.8 billion yen o 1 1 5 N Japan subsidiaries: 588, non-Japan: 8,646) 3 726 o ) ) Amount of water used 207,253 m
L A Capital investment o billionyen Patents held ) Extensive installation records for 75 years since we
Corporate credit rating Designers/Engineers 955 (non-consolidated) entered the material handling business
(Rated by R&l, as of December 2021)
Field engineers 797 (non-consolidated)
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Daifuku’s Value Chain

Daifuku’s value chain is a long-term business model that has
been constructed for generations by personnel from customers
and from Daifuku. For example, automated warehouse ods
systems have a very long service life, but over 30 years, social ‘\e\ﬂ ne
and business circumstances change markedly and customers
have new needs. The end of a cycle marks the start of the
process for capturing those new needs. We will enhance
value chain management to continually increase our
capacity to develop systems and to provide solutions on the
basis of experience and expertise to maintain our

world-class competitiveness.

| New needs and system development

Using changes in
society as business
opportunities

N
de.,e /o.; Ste,b

Daifuku’s
Value Chain

With the spread of smartphones and expansion of their applications, increased data
traffic (see [ chart1 ) have sharply boosted semiconductor demand. In addition, the
market is demanding semiconductors with greater performance, together with

miniaturization. The semiconductor industry has seen business circumstances
change dramatically in a short period of time. Only companies capable of meeting
the new needs arising from these social changes can win new business.

chart1  Global data traffic
(zB*)

180

135

90

45 I
. n | |

2015 2017 2020

Source: IDC Japan
* 1Zettabyte =102 B

Service revenues
support innovation

2023
(Forecast)

2025
(Forecast)

(FY)

Offering of services to customers is an important part of Daifuku’s value chain in
two respects. First, it helps us maintain relationships of trust with customers.

Second, it is a stock business based on our ample track record of delivering systems
for along period of time. [chart2 shows that service sales accounts for around 25% of

our total sales. They help us secure stable revenues.

chart2 Service sales
(Billion yen)

(%)

160

28

120

21

80

40

0
2018 2019 2020

M Service sales Ratio to net sales (right axis)

2021

| Offering of solutions

\ o
ot©
\\ P .

What customers want from material handling systems is a reduction in the total time required from planning to
start-up and the reliability that allows for the systems to operate without interruption. To meet these needs, we
offer products and services that integrate consulting and engineering, design and manufacturing, as well as
installation and after-sales services. In consulting and engineering, we listen to customers to identify their needs.
In design and manufacturing, we incorporate their wishes into products and solutions.

Consulting and
engineering for
providing best
solutions

We have been working consistently to upgrade our consulting and engineering
functions. Collecting data and deeply analyzing which material handling systems
are best suited to individual customers, we reach best solutions. What customers
expect from us is not the hardware itself but knowledge, including how to use it.
They study the flow of goods from the perspectives of production and overall
logistics. We offer solutions based on a management perspective. This is, in other
words, an overall perspective encompassing procurement, production, logistics and
sales, rather than a narrow focus on delivery operations. These proposals earn high
marks from customers (see | Figure1 ).

Figure1 Elements considered in system design

Business environment

© Logistics cost

© Investable amount

© Future plans

© Organizational structure

Load to be handled

© state and properties of goods

© sShape, size and weight of goods
© Level of commodity management
© Unit load and shape of containers

External conditions

© Characteristics of the industry

© Characteristics unique to the company
© Market changes

© Delivery conditions

© Transport conditions
Circumstances

surrounding
systems

Internal conditions

© Problems involved in the current state
© Issues to be solved

© Handling volume and forecast

© Level of urgency

© Response to changes
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Daifuku’s Value Chain

. . . P
| Offering of solutions—pedication to manufacturing N it | Maintenance and upgrades 5
Daifuku seeks to enrich its product lineup to offer systems best suited to the needs of customers running different Service Daifuku’s products work for many years. During this period, maintenance services o
(%)
types of business. We create our mainstay products independently to put the entire system under our control. business as are indispensable, such as troubleshooting and replacement of parts that have g
That allows us to shorten the start-up time and achieve high reliability. a bridge to the deteriorated or broken or for which the warranty period has expired (see | Figure2 ). s
next generation We also conduct capacity enhancement and other modification associated with
Aimi t tisf o L changes in customers’ business environments (see [ Figure3 ). Our services are so
!mmg 0 satisty Extgnsuve lineup S » ) ) highly regarded that customers keep adopting our products at the time of replacing
diverse needs While many manufacturers specialize in specific models and domains, Daifuku . .
d attai i ] ) o ) their systems. On those occasions, we learn of new needs and that may lead to the
and a all.1 ) offers a full range of storing, conveying, sorting and picking solutions. development of new technologies.
standardization

H Internal production

. . Figure2  Service cycle for automated warehouse systems
We develop and manufacture mainstay products completely independently. We

thus meet customers’ expectations to a high degree in terms of delivery time, 2
cost and long-term stable operation. Nl Nl E
period period 2]
H Balance with profitability S
To achieve what is described above, manufacturing items and specifications will g
inevitably be diverse. A mechanism for reducing costs and generating profits at T ‘ L earsof E
factories by making combined use of standardized parts is taking root in some of Figure 3 0123458 7 89 10T 2131081516 17 18 19 20 21 22 23 24 25 26 2 28 operation =
our businesses. As a result, the ratio of net income in Daifuku’s non-consolidated + Many overtime work hours due to insufficient equipment
reportable segments rose from 9.1% in fiscal 2016 to 12.7% in fiscal 2020. We will capacity C Fast ) C Safe ) C Easy ) ::ggz:ﬁvity
continue to extend this effort across the whole Daifuku Group to continue Ef:c”e‘i:tafzg‘:zen:’;if::;qc‘:ZT::: expiation of the . Highdprocessing +Failurehardly «Easytouse } Lower
e
« Difficulty in using equipment after a change in products environment
or work details
Design requirements for automated warehouse systems -
© Operating environment: General, clean, refrigeration, or hazardous materials %
O Load profile: Pallet, bucket(tote), cardboard box, or special items (long items, drums, metal molds, etc.) Switch to Daifuku Itis also possible to extend the service life while improving performance by %
©O Throughput: Standard or high Eco-Products replacing certain components. For example, when retrofitting the automated ,—>§
O Installation requirements: Integrated with building, indoor installation, clearance under beam, and vibration resistance offering greater warehouse systems we delivered, its racks can be continuously used, which enables S
energy and effective use of steel materials. With reduced weight and energy consumption, the §
resource efficiency latest stacker crane introduced falls under the category of Daifuku Eco-Products. It 'g“
Standard specifications of Answering various needs of customers is expected to produce an effect of cutting CO2 emissions. The stacker crane in 2
amini load automated figure4 incorporates revisions to the frame structure and adopts a premium
warehouse system Distributor A efficiency motor as standard. Its power consumption is up to 6% lower than that of
“We have constructed a center that can be the conventional model, while its CO2 emissions and energy consumption are
readily adapted to changes in shipping patterns reduced by up to 10%.
in addition to the standardization of operations Japanese automakers may occasionally carry out large-scale remodeling
and labor saving.” without stopping their production lines. Although requiring advanced project

management skills, this reduces resource waste by making use of existing facilities.

Similar methods can be seen in systems for airports.
Household goods manufacturer B

“The logistics process no longer requires human
Required space labor at night. That is helpful to workstyle rigure4 Daifuku's stacker crane “S/R Machine” (R-L10)

Data Section

M l . o 5 D . . . Lightweight
(Model system) reforms. We realize that it was a major effect. The S/R Machine (Model: R-L10) is a stacker crane that performs storage and retrieval on a pallet-
Width: 2 m by-pallet basis. It carries a maximum load of 1 ton to a maximum height of 15 meters. With a
3e.pt:£ ]:38 m lower-weight frame and a premium efficiency motor mounted as standard, it has reduced power - f:firngg
eight: 5.3 m

consumption by 8% from that of the conventional model. It also conserves resources by cutting
the number of parts by 10% after a review of the frame structure and the reduction of wiring.
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Daifuku’s Value Chain

See, learn and get hints at Hini Arata Kan

Hini Arata Kan is one of the world’s largest hands-on demo centers for
material handling and logistics. Daifuku invested around 4.0 billion yen in
building this facility on the premises of its Shiga Works, which is around
20,000 square meters in size. The center commenced operation in June
1994. The decision to build it was made during fiscal 1993, when our net
sales stood at 111.1 billion yen and operating income at 2.6 billion yen.

The center showcases 54 models of mainstay material handling
systems and equipment, including automated storage and retrieval
systems (AS/RSs), automatic guided vehicles, automated sorting systems
and other cutting-edge logistics systems. Dedicated staff give
explanations in Japanese, English, Chinese and Korean so that visitors
can better understand operation systems and logistics facilities. The
center also offers visitors hands-on experience using actual advanced technologies and systems. It displays
examples of delivery and how systems are used on-site on a large monitor to propose best solutions in the hope
that they will provide visitors with hints to solving their problems.

It also has a space for displaying motors, sensors, image recognition systems and other components of material
handling systems with the help of 26 suppliers. Equipped with theater rooms, large and small meeting rooms and
arestaurant, it is used not only for business discussions with customers but also more broadly for staff development
in corporate training and for field trips by local elementary schoolchildren. While serving as a venue for in-house
learning, sharing and understanding our company creed of Hini Arata, after which the facility was named, the
center is designed to achieve harmonious coexistence with the community.

| Always showcasing cutting-edge equipment

Hini Arata Kan was closed to the public starting March 2020 because of the COVID-19 pandemic. During this time,
it underwent its first large renovation since its opening, with an approximate capital investment of 1.3 billion yen.
It then re-opened on June 1, 2022. With the recent renovation, the center now displays the latest material
handling systems and equipment we independently developed and manufactured to meet customers’ needs for
digitalization and unmanned operation. The center welcomes visitors keen to view our advanced technologies
and systems.

Intralogistics Cleanroom Automotive Airport
The center demonstrates a Atheater is set up in the area The center displays a An airport system enabling
collection of products that of real systems for conveyor system and a the realization of a smart
we developed to lead next- semiconductor factories. collaborative robot on the airport is on display.
generation logistics. Using virtual reality, it takes automobile assembly line. A sequence of processes from
the audience inside the The platform offers a bird’s- baggage check-in to baggage
factory, access to which is eye view of their dynamic claim is explained.
normally unavailable. movements.

| Offering original solutions

Products on display have two operation modes: demo mode and test
mode. Customers can bring in their actual products to check out our
systems in the test mode. For example, they can put fragile items such
as rice crackers, other snacks and bottled products in the case to check
if they are damaged at the time of storage and transport in the AS/RS.
The operation speed is adjustable so that customers can simulate their
operations. This is Daifuku’s edge, and is based on the independent
development of products and on the presence of both design and manufacturing teams at the Shiga Works.
From the perspective of uninterruptible logistics, our sales team, together with the design team, propose ways
to avert trouble.

In the client consultation area on the first floor, there is a remote system for real-time communication with a
24/7 call center for supporting system we deliver in Japan. That allows visitors to have a simulated experience of
remote maintenance and support after delivery.

Hini Arata Kan is not merely an exhibition site. It is a place where we work together with customers to solve
their problems. This is our unique sales model that differentiates us from our competition.

VOICE

Aspiring to be a demo center that satisfies customers around the world

Hini Arata Kan has to date welcomed about 500,000 visitors from 90 countries and regions. Going
forward, it will not confine itself to the role of one of the world’s largest hands-on demo centers;
it will also play a role as an open space for harmonious coexistence with the community.

Capitalizing on my roughly 35 years of sales experience, | will aspire for the facility to provide

Yasuhiro Kato
General Managerof  the best solutions to customers. We would be delighted to welcome you to Hini Arata Kan.

Hini Arata Kan

For details, see our website:
www.daifuku.com/showroom/hiniaratakan

Demo center that operates CO.-emission free

Since 2014, Hini Arata Kan and its shuttle buses have been operating COz-emission free by
completely offsetting CO: emissions* from the center and 1.5 kg-CO: per visitor. For visitors
who participate in this action, we have prepared commemorative postcards made from
thinned wood at the Shiga Works.

* CO: associated with the consumption of electric power and liquefied petroleum gas (LPG) for operation of the demo
center and emitted from the consumption of diesel oil, including biodiesel oil, serving as fuel for shuttle buses
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Materiality

In February 2021, with the aim of achieving both the sustained growth of our
business and the sustainable society envisioned by the SDGs, Daifuku reviewed and
re-identified materiality* (the material issues) that make up the core for all of our
CSR activities that we identified in June 2014.

Basic stance

* Issues that need to be addressed as top priorities, as they have a significant influence on the environment, society and
governance or the evaluation and decision-making of stakeholders.

Determination process

H ESG evaluative analysis:

We have compiled evaluation results by multiple global ESG evaluation bodies, and
assessed both the expectations of our primary stakeholders and the issues and

STEP 1 strengths.

Identifying and

classifying issues H Impact analysis:
We have examined the risks and opportunities in our value chain, and classified the
impacts to the management of our actions toward the world in 2030 as envisioned by
the SDGs.

Evaluation results

We conducted an evaluation of the materiality candidates extracted by the internal

project team according to the following methods, and identified 18 materiality aspects.

Degree of impact on stakeholders (vertical axis)
We evaluated stakeholder expectations and demands as well as the degree of impact
from a positive and negative perspective through our initiatives for each issue.

Degree of impact on Daifuku business (horizontal axis)
We evaluated compatibility with our business policy and strategy, impact on the

business index, and from a perspective on risk and opportunity to our reputation for

each issue.

[ IHighest priority issues @ Determined materiality

© Ensure transparent information disclosure and
strategic communication

© Achieve diversity and inclusion

© Respect human rights

© Expand environmentally friendly products and

© Strengthen governance

© Ensure compliance

© Manage risk

© Pursue product quality and safety
© Strengthen information security
© Cultivate human resources

© Protect employee safety and health

© Promote innovative technological development

El Extracting candidates:
Materiality candidates were extracted from the results of Step1 by 10 project
appointees from each business unit and the Corporate Functions unit.

H Impact evaluation by issue:

STEP 2 Regarding these materiality candidates, five outside experts (investors, university
Identifying professors, NGO experts), three of our customers, and four of our outside directors
materiality evaluated the degree of impact on stakeholders and the degree of impact on

Daifuku business.

H Identifying materiality:
Based on the impact evaluation results by multiple individuals, low-priority issues
were excluded, new issues added, and a draft materiality list identified.

STEP 3 The identified materiality list was deliberated (verification and review of the adequacy
Confirming of the selected issues) and approved by the Sustainability Committee, chaired by the
adequacy CEO, and the Board of Directors.

4
[}
o
© K X .
S services and invention
E © Ensure responsible procurement in the supply © Cater to customer needs through smart logistics
é’ chain © Develop new business domains
2 © Optimize production through globalization © Create a workplace environment that motivates
3 employees
E © Keep business operations environmentally
S friendly
o
o o
[
[a)
Low » High

Degree of impact on Daifuku business

For details, see our website:
www.daifuku.com/sustainability/management/materiality
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Sustainability Action Plan

A company that
supports society
and the future

The Daifuku Group newly formulated the Sustainability Action Plan (FY2021-2023)
after reviewing the materiality we have worked on until fiscal 2020 in its CSR Action
Plan and based on the five themes given precedence in its initiatives. We place great
importance on contributing through our business with the aim of achieving both
sustainable management growth and the realization of a sustainable society that
the SDGs aim for.
See pages rrageer — [vragers for the 2021 results.

*1 R&D expenses + DX investment amount

*2 Accidents caused by the malfunction of our products or systems leading to death or serious illness/injury during operations (injury or illness requiring 30 days or more

of treatment)

*3 Carrying out reviews based on unified standards under the same schedule and certification authority, and obtaining and maintaining certification
*4 Credentials meant chiefly for designers that certify knowledge and abilities in the field of safety based on international safety standards

*5In fiscal 2022, KPI changed to: “Number of companies with which dialog meetings were held”

*6 Accidental deaths occurring during work at Daifuku (labor accidents)

*7 Daifuku’s own framework on efforts (sharing of goals and supporting measures to reduce emissions, etc.) to reduce CO: emissions at suppliers

*8 CO: emissions produced from our products/services provided to our customers are subtracted from the COz emissions produced from our products/services in
fiscal 2011—the base year for environmental performance.

*9 Projects that have contributed to customers in terms of environmental consideration through certified Daifuku Eco-Products, etc.

R - . Targets
Themes Aspirations for 2030 Materiality 2030 Goals SDGs Key Performance Indicator (KPIs) Scope Y2021 Y2022 Y2023
Promote innovative technological Innovate to create new value for the I Innovation investment amount*! I 15 billion yen I 15 billion yen I 15 billion yen
A . » Page 67 RS . N A Global
development and invention distribution system Bl Patent registrations (cumulative total) H 3,600 patents H 3,800 patents 14,000 patents
. - Collaborative research with universities and companies
. Prov_|de products and Develop new business domains » Page 68 Expand realm of business using business = Penetration into new markets and new business conditions; Global + Provide new automated solutions
Contribute to a smart services, and develop P strategy (including M&A and alliances) & commercialization of new products - Develop new customers, expand business area globally
society new techpology to - Expand service business
solve social challenges Use cuttina-edde technolody to improve - Use wireless/5G tech and rechargeable batteries
Cater to customer needs through » Page 68 ffici 9-edg 9y P f . f . . - Introduce high-efficiency systems and predictive maintenance systems using Al tech
smart logistics age efficiency and automate to create value for Introduction of cutting-edge technology to products/services Global - Reduce energy consumption with more sophisticated power supply equipment
customers . . - .
- Make maintenance services more efficient with use of loT
. L Optimize production through »Pagesd | Achi lobal optimized producti New/Expanded production sites to achieve production in optimal Global Ewld a Erocugglrpent networl(; globall}j and shagegroc!uctl-on tTchnoIodgy . .
L . Build and maintain lobalizati 9 chieve global optimized production ditions: and oth t oba trengthen ability to respond at non-Japan subsidiaries (in sales, production/service)
Maintain and improve i globaization conditions; and other countermeasures - Optimally distributed production through consolidation/in-sourcing
the quality of sylstebrFs th?t prc()jwde o o o o
. reliable, safe an . . Number of serious accidents related to product/system safety*2 0 occurrences 0 occurrences 0 occurrences
roducts and services . o . s e . S
p high-quality products | Pursue product quality and safety > Page 69 E:fr:tcustomer trustin product quality and Bl Rate of ISO 9001 global multi-site certification** in production sites Eg G:;bal E160% H60% H 65%
Y H Number of employees who obtain safety assessor credentials** P H 160 people [H 190 people H 220 people
. . . I Carry out efforts to improve effectiveness
Further strengthen Group governance o Improw.ng gffectlveness of t'he Board of Directors Hl Implement measures to propagate the Group Code of Conduct globally
Strengthen governance »Page 70 system - Bl Enhancing internal perceptions Global H Carry out internal audits in Japanese business units and non-Japan subsidiaries (total 300 cases.
/ Bl Carrying out sound internal audits 3 ye;/rs) and maintain complignce with internal evaluations P '
Ensure compliance »Page70 | Eliminate serious cases of corruption Carrying out anti-corruption training Global Carry out training and follow-ups for Japanese and global parties with authority to accept/place orders
+ Carry out regular risk assessments
Manage risk » Page 70 !m;l)lezir_nent GroJup risk mbaqc?ge_ment, Implementing countermeasures against major risks Global lForn|1 risk rtn‘anag;etmetnt' pkohcy atnd spread awareness of it
b i tional Carry out both business including non-Japan subsidiaries mplement important risk countermeasures
fr:ma:vfli:’kpera iona operations and social . _ - Carry out risk response training
responsibility :Enntsr:’;i;epﬁ;:;'gils procurement ) pge 7y Implement global CSR procurement E??;:;Q;Zg: CSR procurement system and expand range Global Review CSR Procurement Standards and formulate new guidelines to be applied in Japan and abroad
. . R . . . . . . Il 4 sessions + education
Strengthen information security » Page 71 Thoroughly |mp|em_ent internal global _ I Number of global |nforr.nat|c.)n'secunty education sessions Global IIZsess!ons Il4sess!ons follow-up training
standards and continued operations E Number of global e-mail training sessions H 3 sessions H 4 sessions B 4 sessions
) . . . . [l 370 meetings I 1,200 companies I 1,200 companies
Ensure transparent information 1] Number of dialog meetings held with shareholders and EI Global (ESG-related: 10 meetings) (ESG-related: 20 companies) (ESG-related: 20 companies)
disclosure and strategic PPage71 | Strengthen stakeholder engagement investors*s : - : - 8 .
communication I Enhancing communication with stakeholders HJapan | Cariy.gu:-event?fgtr science and engineering students; get employees to participate in social
contribution activities
I Frequency rate: Japan (non-Japan) E00.4(0.9) E00.4(0.8) E00.3(0.6)
Eliminate labor accidents and major B Severity rate: Japan (non-Japan) E10.02 (0.03) E10.01(0.02) E10.01(0.02)
» Page 72 . . " X . - ) ]
Protect employee safety and health 2o accidents in operations H Number of occupational safety and health trainees Global H 1,500 trainees H 1,600 trainees H 1,700 trainees
A Number of serious accidents*s B 0 accidents A 0 accidents 0 accidents
. R Il Number of female managers I 19 people Il 25 people Il 30 people
Achieve diversity and inclusion » Page 72 (C)Fia:rizg fgsvcl)ﬁ)rr;;ir;tnm;:s::iﬁ glc\;?vrzlty B Employment rate of people with disabilities Japan H2.3% H23% E2.3%
H Paternity leave acquisition rate H5% H 3% H10%
o Seek to provide peace | o ironment Achieve a workplace environment where I Paid leave acquisition rate E73% K 76% K 80%
(i) Respecthuman dignity | ofmind and comfort | f ¢ motivategem lovees »Page73 | employees experience comfort, health and E1 Maintaining high rate of stress check testing Japan H96% H96% B3 96%
' to people ploy prosperity H Holding events to encourage mental and physical health H Continued events centered on main facilities
. . [ Strengthening education for managerial employees and
Cultivate human resources » Page 74 :nglrc(ij?nopt%otr;z?:é?\jifjoura?’rsogtzer candidates Japan I Provide education according to the qualities of candidates up for promotion
ambitioni Bl Developing training using online resources and promoting P B Establish on-demand library for training and education
autonomous learning
. . . . I Carry out human rights training for Group employees
Respect human rights » Page 75 Respect h_uman ”ghts of all people ﬂPromgtlon ofworkp]ace understandmg of human rights Global H Formulate policies and carry out due diligence for human rights and ensure wide-spread
involved in our business Bl Carrying out due diligence for human rights N L7 H
human rights knowledge inside and outside the Company
- ) - - N -
. . Enhance measures to reduce a Da'ff“?“ N _total CO% emissions rgduchon ra-te (over FY201§) I 2.5% reduction I 5.0% reduction I 7.5% reduction
Make efforts in the Keep business operations »Page77 | environmental footprint, such asin ﬁ B Participation rate in CO: emissions reduction programs Kl Global | 1 32% B 34% E136%
Contribute to the workplaces and in all environmentally friendly climate change andpreso’urce depletion throughout the supply chain H Japan | H Survey global sites; B 99% B 99%
@ environment through regions that reduce our Bl Recycling rate of waste establish goals
our business burt'jen on the global Expand environmentally friend| Maximize value for customers through I Avoided CO: emissions*® I 30,000 t-CO: I 60,000 t-CO: I 90,000 -CO:
environment rgducts and services Y Y » Page 78 being environmentally friend! 9 B Sales ratio of projects that include environmentally friendly products* | Global B143% B 46% E149%
P 9 Y Y H Recyclability rate for new products H 90% H 20% E190%

For details, see our website:
www.daifuku.com/sustainability/management/plan
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Financial Strategy

Ramp up efforts to improve cash flow

to help expand business

Tetsuya Hibi

Corporate Officer
Corporate Functions
Finance and Accounting

Free cash flows improve 14.8 billion yen

Free cash flows for fiscal 2021 amounted to 46.8 billion yen, up 14.8 Free cash flows, days to collect payment from

billion yen from 32.0 billion yen in fiscal 2020. This was thanks to customers, and cash conversion cycle

efforts to increase profits and collect notes and accounts (Billion yen) (Days)
receivables at an early stage. We also attained this result by 50 et e — 150
delivering our products closer to full completion as part of cost
reduction measures. This made it easier to set up and do test runs 0 1 120
of our products, which then made it possible to perform 30 3 WO 90
acceptance testing on schedule and reduce the occurrence of
defects afterward, all of which helped speed up the collection of 0 | ®0
payment from customers. As a result, the number of days from 10— e 30
sales outstanding dropped from 137 days in fiscal 2020 to 120 in o _ .
fiscal 2021, and our cash conversion cycle shortened from 112 days
to 91. =10
2019 2020 2021 (FY)
Ml Free cash flows Days to collect payment from customers (right axis)

Cash conversion cycle (right axis)

Improving contracts to generate greater free cash flows

The difficulty of speeding up payment collection from customers is a problem common to plant-based businesses. With systems
growing in scale over the past few years, the period over which we collect payment increases. What is more, the payments such as
material and labor expenses we make on behalf of customers over this time can be quite large, depending on the contract.

When we determine contractual conditions, we are careful to factor in the need to stay competitive. However, customers are
looking for systems of a scale and quality that are higher than ever before. As such, only a few companies have the full range of
capabilities that make it possible to deliver such a system all at once. We plan to take advantage of this competitive edge and will
work with business units to improve contract conditions, which can include increasing the amount of advance payments that will be
received under the order contract.

The large scale of projects, combined with the uneven size and timing of deposits and withdrawals, make it difficult to conceive
a cash flow plan, but we intend to communicate with customers to improve the structure of these contracts and generate more free

cash flows as a result.

Growth investment and shareholder returns

We have set a net sales target within our medium-term business plan of Capital investment and R&D expenses

600 billion yen, but we also plan to increase our production capacity in (Billion yen)

anticipation of future growth, particularly in the United States, China, —
and India, as these are regions with high potential. In addition, we

intend to set aside about 6 billion yen for capital investment in Japan,

which includes upgrading equipment and improving efficiency. As it e

stands, we plan to continue devoting over 10 billion yen a year toward
these capital investments.
In addition, we are committed to implementing digital [
transformation (DX) across the Daifuku Group. Therefore, we have set
“innovation investment amount” as a key performance indicator (KPI)

within the Sustainability Action Plan, referring to the amount invested 0

2017 2018 2019 2020 2021 (FY)

in DX initiatives and related R&D expenses. In fiscal 2021, our innovation
investment amount was 13.0 billion yen. We plan on raising this
amount to 15.0 billion yen for fiscal 2022 and fiscal 2023. Within the
Corporate Functions unit, we have revamped our system for calculating travel and other expenses and are currently working to go
paperless and stamp-free. We are also taking steps to standardize operations by introducing artificial intelligence (Al) chatbots and

M Capital investment R&D expenses

robotic process automation (RPA).

Daifuku considers shareholder returns as a matter of the highest importance. Accordingly, we aim for an average consolidated
dividend payout ratio of 30% or more for the three-year period of our medium-term business plan. Going forward, we will look for
ways to provide even greater shareholder returns that maintain a balance with growth investment and efforts to strengthen our

financial underpinnings.

Determining new management indicators

The Group uses a matrix-based management system in which each Group company is plotted along the vertical axis and each
business unit on the horizontal axis. Looking at the company segment, we have established a system of institutional accounting that
presents past results. Looking at the business unit, however, it is important to clarify our future direction, so we are working to create
a new managerial accounting system. To date, each business has focused on sales and profits. Now, we are working to visualize our
balance sheets and cash flow statements as part of preparations to gain a fuller understanding of management throughout the Group
and use this to formulate and assess new management indicators. Going forward, we will look into what indicators are best suited to

the Group.

Developing human resources with the spirit of Daifuku’s “anchor leg”

Corporate business activities are converted into monetary amounts and reflected in financial statements and tax returns. Conversely,
none of these activities can be carried out without sufficient cash flows. At Daifuku, the financial and accounting unit within the
Corporate Functions unit is responsible for preparing these financial statements and tax returns and controlling cash flows, making
them, in a sense, the “anchor leg,” or the final runner in this relay race. If there is a business-related issue, such as a drop in the
profitability of a project, the occurrence of doubtful accounts, or a problem with transfer pricing taxation in transactions outside
Japan, these units need to find a way to resolve it, regardless of whether they are directly or indirectly involved. We are no different
than the other business units in that we never give up and find a way to persevere, but we are also charged with a special kind of
spirit that comes with being the “anchor.” Work is about getting the people around you involved and having the organization work
the way you want it to. When this happens, there is a joy to it. When | was younger, | took part in setting up a factory in Thailand.
Actually, | was solely responsible for designing its accounting system and getting this system running. The experience certainly included
tough moments, but also quite a few good ones, and these came from being able to build the system | had conceived.

With that same spirit, we will create a work environment that allows employees to take on difficult challenges with gusto, while

cultivating human resources who will carry Daifuku into the future.

43

Value Creation Story

>
(=]
(]
£ =3
(]
-]
(7]
<
S
ot
(]
(3
S
5]
3
3
(]
>

Foundation for Value Creation

Data Section



44

Strategies by Business

Intralogistics

Striving for continuous growth by boosting global competitiveness

Introduction

The Intralogistics business offers best solutions to an extensive range of

customers—factories of food, pharmaceuticals, machinery and other
manufacturers; and delivery centers of distributors, such as retailers,
wholesalers, transport operators, and warehouse operators-by
combining automated warehouses with storage, transport, sorting, and
picking functions. In recent years, large systems for e-commerce have

been a driver of our business performance.

Hiroshi Nobuta

Director, Managing Officer
Intralogistics Global Business Head
Intralogistics Division Manager

Business environment
In Japan, manufacturers are facing a growing need to
make new capital investment that will help rebuild their
business continuity structures after experiencing the
supply chain turmoil attributable to the COVID-19
pandemic. Distributors and e-commerce players have
driven the growth of this business for several years.
They are expected to continue their systematic and
strategic investments.

In North America and in China, investments related
to e-commerce have now temporarily subsided, while
investments by manufacturers remain solid. In the past
few years, interest is building in North America in high-
value-added automated warehouse systems and other
solutions to rising labor costs.

With their continued economic growth, India and
ASEAN countries are enjoying a growing presence as
international manufacturing centers. Not only local
businesses but companies around the world are
massively increasing their investments there.

Worldwide B2C e-commerce market
(Trillion U.S. dollars / %)

8 24

0 I I | | |

2019 2020 2021 2022 2023 2024 (cv)

(Forecast)  (Forecast)  (Forecast)

N

N

M E-commerce market size E-commerce rate (right axis)
Source: eMarketer, December 2020

Excluding travel and event tickets, fee payments, taxes, remittance, food services,
gambling and other

Business strategy
In accordance with the three-year business plan, we strive to transform the logistics value we offer to customers.
The logistics value consists of the lead time, the quality of logistics, and logistics costs. Specifically, we take the
actions mentioned below.

© Increasing competitiveness in Japan and worldwide

To support the constant growth of this business, it is essential to increase non-Japan sales ratio. We share
solutions for the various industries we have cultivated in Japan to non-Japan subsidiaries to bolster their sales
strengths. Given that production systems support globalization, we are extending them in North America and
Asia. We are changing the design of high-value-added products that used to be produced in Japan to ensure local
procurement and assembly. We thus increase the ratio of local production. We are working to boost cost
competitiveness by means of production at optimal locations suited to prevailing demand-supply trends. We will
take these steps to solidify a structure that bolsters our earnings strength in parallel with the expansion of our
business scale.

© Increasing the speed of development

With our unique one-stop support system encompassing everything from consulting to after-sales services, allied
with an extensive lineup of our products, we have flexibly and swiftly addressed customers’ issues. However,
perceptions of time are now totally different. The logistics lead time was once viewed in units of days, but is now
viewed in units of hours. Customers seek more advanced and larger-scale performance from systems and want
quicker deliveries. In addition, the market has expanded dramatically in the past couple of years. Companies in
the United States and China, among other markets, are successively introducing new products. To provide product
lineups geared to individual markets, we will work on development with the participation of non-Japan
subsidiaries to gain and maintain a competitive advantage.

Vision
Customers’ innovation and their subsequent needs for industry reorganization have been among the growth
drivers for our business. For example, when capital investment in one industry comes to an end, new needs
emerge in another industry. We have delivered a large number of systems in association with B2B transactions.

In the rapidly growing e-commerce market, commercial distribution and physical distribution are both on a B2C
basis. We are closer to consumers than ever before. If the system delivered comes to a halt, consumers will
instantly be affected. That means that the market needs uninterruptible systems comparable with social
infrastructure. To make our systems uninterruptible, we will increase service bases for supporting customers and
expand the service options with the use of loT and Al technologies to build up our capabilities.

Today, a contracting working population is aggravating the labor shortage in Japan. It is anticipated that
demand will grow for systems with high automation rates or ideally with unmanned operation. To achieve
unmanned systems, a major hurdle in the form of system reliability must be overcome. If a large number of
personnel are required for dealing with system failure, then the result is far from the unmanned system sought by
customers. Confidence in our systems means that a high level of reliability is expected from them. We have long
had the spirit of thoroughly searching for the solutions customers seek. Continuing that commitment, we aim to
create fully unmanned systems. And by serving our customers, we will work to address social issues such as labor
shortages and heavy workloads.
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Strategies by Business

Cleanroom

Seeking continued growth by globalizing the development and

deployment of human resources

Introduction

The Cleanroom business offers storage and transport systems designed

exclusively for clean rooms to the semiconductor and flat-panel display
(FPD) factories. With cutting-edge technologies suitable for
miniaturization of semiconductors and production of larger FPDs and
OLEDs, we retain a high global market share. Operating chiefly in East

Asia, non-Japan sales hold a share of at least 95%.

Seiji Sato

Director, Managing Officer
Cleanroom Global Business Head
Cleanroom Division Manager

Business environment
With the emergence of IoT, 5G, Al and metaverse and
other technologies, demand for semiconductors and
FPDs is rising sharply. Meanwhile, the global
semiconductor shortage has become an urgent issue to
be addressed, as this shortage has significant adverse
repercussions for other industries. In the semiconductor
market, customers and investing capital are more
active than we had forecast. The market is expected to
remain brisk for several years to come.

In addition to investments in state-of-the-art
miniaturized semiconductors, U.S., Chinese, Japanese
and other national governments are encouraging
investments in semiconductors. Efforts are underway to
achieve higher performance by laminating
semiconductors. New investment demand is emerging
for packaging that needs to be performed in a clean
environment, in contrast to conventional packaging
technology. This demand is expected to continue into
the medium and long terms.

Global semiconductor market
(Million U.S. dollars)

800,000 +---+-e-weee e e

600,000

400,000 -

200,000 -

2018 2019 2020 2021 2022

(Forecast)

Source: World Semiconductor Trade Statistics (WSTS)

2023 (cv)

(Forecast)

Business strategy
Capital investment in the semiconductor and FPD sectors is tremendously susceptible to economic conditions.
For a long time, we had no choice but to accept this. This led to a sense of crisis, when we questioned if we had
neglected customers’ perspectives. Returning to the basic principle of offering good products quickly at low
prices, we have launched a slogan of Value Transformation by “Excellent Quality, Best Price, Quick Delivery” in
a bid to transform the value we offer.

© Boosting cost competitiveness

Fiscal 2021 was the first year of the three-year business plan. We made worldwide efforts to visualize costs with a
focus on Best Price. Irrespective of the destination, we procure from the region where production can be
implemented at the lowest cost to maintain our cost competitiveness amid soaring material prices. For fiscal
2022, we will focus on Quick Delivery. We will introduce ICT-assisted automatic layout creation systems and other
equipment. That will shorten the period of system construction for proposals to customers from the current three
to seven days to around one day. It will also standardize the skill level and improve layout accuracy. In busy
seasons when we receive a high number of orders, we continue to curtail the lead time and enhance quality.

© Community-based human resource development

In the past, non-Japan subsidiaries separately improved their production structures and after-sales services to
construct revenue bases in their regions. To bolster their independent management, we will share with them the
technologies and know-how we have in Japan, aiming to expand the business foundations for the entire Daifuku
Group. We will dispatch trainers to provide on-the-job training for sales staff and system engineers. We will also
provide engineers engaging in design, manufacturing and services at their respective locations with opportunities
to receive training for at least half a year in Japan in an effort to build up their skills.

Vision
Although its sales account for 95% of non-Japan sales, this business is still in the course of localization in distinct
regions. In consideration of the global situation over the past several years, local production for local consumption
and one-stop domestic operations covering sales, system deliveries and after-sales services in individual countries
will surely be significant. We will build a system under which individual bases will identify new needs, develop
systems and create value in each region, including Japan. The created value and assets will not be limited to the
local region. Rather, we will create a situation in which they will be shared on the network, so that they each can
complement the other beyond regional boundaries.

What is most important for people working is to independently develop a story and accomplish it at their
own initiative. We give each company the discretion to take on challenges. We also provide positive support for
employees’ skill development, construct a borderless workplace environment and thereby create job satisfaction
and fulfillment.

The world is shifting to a digital society at an unprecedented pace. Semiconductors and FPDs are now essential
to society. The significance of this business lies in maximizing the productivity of customers manufacturing these
devices. We will continue to be a company that customers select without concern as a partner that supports them
and serves the digital society.
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Strategies by Business

Reconstructing a system that integrates operations in Japan with
non-Japan subsidiaries to strengthen Group governance

Introduction

The Automotive business offers conveyor systems for all automobile
production processes, including press, weld, paint, and assembly. We also
provide solutions that include automation of the overall automobile
production line. Centered on Japanese companies, we provide
automakers with various systems worldwide, including in Japan, North
America and Asia. This business also features remodeling, maintenance,
and other services accounting for around 40% of segment sales.

Akihiko Nishimura

Corporate Officer
Deputy Automotive and Airport Global Business Head
Automotive Division Manager

Business environment
During fiscal 2021, a number of major capital investments outside Japan were postponed due to the COVID-19
pandemic and the shortage of semiconductors. In fiscal 2022, customers’ capital investment will rally. We also
anticipate a turnaround in demand and improving vehicle supply. However, there are quite a few factors that raise
concern, such as shortages of semiconductors and other components, a possible resurgence of COVID-19 infections
andgeopolitical risks. We need pay close attention to the impacts these factors might have on the business.

Meanwhile, the automobile industry is currently experiencing a period of major change, for instance with the
introduction of advanced technologies for electric drive systems and autonomous driving and successive entries
from different sectors into the car industry. According to the net zero emissions by 2050 scenario, the ratio of
electric vehicles (EVs) to total passenger car sales will be around 60% higher than it is today by the early 2030s. This
electrification will accelerate worldwide. The EV manufacturing process will be simpler, the number of parts will
be smaller and the way the car is constructed will all be different. We regard this as a new business opportunity
and will strive to expand the business.

Global EV sales by scenario

(Million) (%)
80 100
60 75
) - 50
[ |
[ |
20 A - A e R i rrrrr . 25
o [ ] [] ] o
2021 2025 2030 2025 2030 2025 2030 (cv)

Stated policies scenario Announced pledges scenario Net zero emissions by 2050 scenario

M china Europe [ usA Mindia other M Global EV sales share (right axis)
Source: Global Electric Vehicle Outlook 2022

Business strategy
We use the term “lifecycle value” (LCV) to represent the business model for this business. LCV refers to the value
offered to customers in the form of the service life of production equipment as well as to our own value.
Maximizing the LCV is the key to success in this industry. We see it as an important strategy for increasing
profitability. Specifically, we have an organization that combines sales and service functions, instead of a form in
which the two functions are separate, to ensure the timely sharing of information and quick responses to a
problem when it occurs. In pursuing differentiation from the competition and a stronger earnings base, we will
take the following measures.

© Maximize the LCV in a business structure that combines Japanese sales and services functions
We will make intensive efforts to maximize the LCV that we have already established.

© Build closer ties with subsidiaries in the world’s five major markets, i.e., North America, China,
South Korea, ASEAN, and India
We will apply our business model in Japan to other markets in a bid to optimize our LCV. Capitalizing on the
strengths of individual subsidiaries, we will strive to enhance Group governance.

© Enlarge business domains
We will step up our original Grand Engineering Solution (GES) as a solution business that deals with
production technologies under a comprehensive agreement. Customers face the issue of shortening the lead
time for introducing automobile production equipment. It is highly difficult, requiring sophisticated expertise.
For this reason, demand is increasing for turnkey contracts, or comprehensive contracts for equipment from
engineering proposals to turning of the operation key. We will unfailingly identify latent needs for turnkey
contracts for production technologies and offer comprehensive solutions related to automobile production on
the basis of collaboration among all our units. After we evolve into a turnkey contractor, we will be able to
avoid excessive competition, given closer relationships between automakers and suppliers. We will support
our customers as a partner that works with them across a broader range to win their trust.

Vision
We are operating at a time of dynamic change. As new competitors based in China and elsewhere enter the
global market, traditional companies are gradually losing market shares. Without being dragged into price wars
with emerging companies under these circumstances, we will start by reinforcing our foothold to boost revenue
based on the appropriate cost.

Daifuku has hubs all over the world, with a large number of Group members. We will work together with these
members to develop and integrate the rich and varied experiences and intellectual property owned by the Group
to maximize the value of this business and perfect our organization.

In terms of making a social contribution, this business has long grown in step with automakers and served
end users through our system. We will continue offering solutions tailored to the times, including those for
meeting customer needs for carbon neutrality. In so doing, we will build closer ties with customers, expand
business domains and continue to make a contribution to society.
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Strategies by Business

Introduction

The Airport business provides airports and airlines around the world with
an extensive array of solutions and services, focusing on baggage handling
technologies such as sorting systems, self-service baggage check-in
systems, bag and passenger security systems, and airport terminal
operating systems. The business unit operates with affiliates based in
Japan, North America, Asia Pacific and Europe, and we combine as one to
operate this business.

Takaya Uemoto

Managing Officer
Deputy Automotive and Airport Global Business Head
Airport Division Manager

Amid uncertainties linked to the COVID-19 pandemic Global travel recovery (compared with 2019)

and the conflict in Ukraine, this business has achieved (%)

solid results, mainly through the delivery of large 120
projects and customer service. Despite these
uncertain times, airports remain an essential part of 90
society, and will continue to require ongoing support
for reasons such as growth expansion, security 60
upgrades, obsolescence programs, and
implementing new technologies to enhance the 30
passenger experience.
The business is buoyant in North America, our 0
largest market. The US Bipartisan Infrastructures Law 2019 2020* 2021 2022 2023 2024 2025 (1)
. . . . X (Forecast) (Forecast) (Forecast) (Forecast)
provides $20B in funding for airport infrastructure
. Global passenger numbers
projects from 2022 through 2026. Many local Source: IATA

governments are planning to construct new airport * No data for 2020

terminals as part of their planning initiatives, and

demand is expected to remain strong in fiscal 2022

and beyond. Inquiries from Oceania and Europe have begun to rise again, after a period during which investment
had been restrained.

The number of air passengers worldwide is expected to reach roughly 80% of the pre-pandemic level in 2022,
according to a June 2022 announcement by the International Air Transport Association (IATA). In many regions,
entry restrictions have been eased. Overseas travel needs are showing signs of recovering from the slowdown
caused by the pandemic. In view of that, we expect airport demand in the form of transformation into smart
airports, and business conditions will remain positive for several years to come.

We will institute the measures mentioned below to differentiate ourselves from our competitors and to
strengthen our earnings base.

In addition to upgrading traditional hardware solutions for baggage handling systems, operations and
maintenance, and self-service baggage check-in systems, we will work to bolster our ability to provide
solutions in the software domain. Through M&A, we acquired two Oceania-based affiliates that are particularly
strong in this domain. We will gather their expertise to centralize development, increasing development
efficiency and diversifying the business. Meanwhile, the Smart Security Lane security screening system from
our Netherlands-based affiliate is helping improve airport security. Our strength lies in our capacity to propose
both hardware and software solutions. We will continue to strengthen operations of our airport business with
this integrated approach.

Close sharing of information at monthly meetings of leaders in businesses and overseas subsidiaries’
management members as well as at quarterly meetings of chief financial officers (CFOs) has improved project
management globally and led to a steady rise in profitability. In view of long delivery lead times as part of the
peculiarities of this business, we have emphasized cash flow and have taken steps to strengthen fund
management. We will deploy many engineers experienced in project management from the Automotive
business, which was integrated in fiscal 2021, to each project for boosting accuracy in cost and progress
management.

In North America, a new factory of Jervis B. Webb Company is scheduled to begin operation in September
2022. We will integrate three separate factories to increase production capacity and to streamline operations
for cost savings. The new factory will also be capable of producing additional product lines within the Airport
business group. We will also carry out production reform at our plant in Malaysia, which serves as a
manufacturing site in Asia. We will make efficient use of our assets to increase profitability of the overall
business.

We aspire to be capable of proposing comprehensive solutions to customers in the airport industry. This business
is supported by our specialist subsidiaries in North America, Asia Pacific, and Europe, enabling us to offer both
hardware and software solutions. We expect that airports themselves will turn into amusement destinations,
with more spaces where people will spend more time for leisure, like the major airports in the West and Asia.
Temporary baggage storage will be of increasing importance, and a business opportunity beneficial to our strong
automated warehouse technologies may emerge. We will constantly look ahead to swiftly develop and propose
products that respond to emerging needs.

In terms of our contribution to society, we play a role in smoothly conveying travelers’ baggage using airports
to their final destinations. For instance, our systems detect inappropriate baggage in advance to support safe
aircraft operations, while automated guided vehicles improve the work environment. Power-saving
equipment and smart controls help reduce power consumption. We will provide solutions that will help people
feel more fulfilled.
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Strategies by Business

Identifying new markets while maintaining earning strength

Introduction

The Auto Wash business provides filling stations, car dealers, garages,
and self-service car washes with car wash machines and related products,
mainly in Japan and South Korea.

=
-

Yoshiyuki Horiba {
Managing Officer
Auto Wash Global Business Head
Auto Wash Division Manager
President of Daifuku Plusmore Co., Ltd.
Business environment

As automobiles shift to electric vehicles and hybrid vehicles, the number of filling stations, which are our main
customers, is projected to decline. However, we believe that until the number of automobiles owned falls, solid
demand will persist for car wash machines, to replace existing machines and to install them at new locations.

In South Korea, we foresee rapid demand growth for self-service car wash machines, which will emerge as
a new trend. Traditionally, full-service car wash performed by staff was the mainstay. However, self-service car
wash machines are increasingly being introduced amid rising labor costs. We will actively develop new models
to respond to this new trend.

Business strategy
We will accelerate the business with a focus on boosting earnings strength and opening new markets. To boost
our earnings strength, we have over the past three years been taking steps to reduce costs and reform our sales
strategy. For fiscal 2021, it will be vital to bring these efforts to fruition and to maintain their achievements. To
build a structure that enables us to retain our earnings strength, we carried out operational reforms, such as
reducing assembly and logistics man-hours, to eliminate waste entirely. We will also actively seek to adopt cost
cutting approaches taken by other business units.

To identify new markets, we need to respond to emerging needs identified by the sales team. We will seek
to identify these new needs, such as for introduction to locations where people gather and where no car wash
machines have been installed, including commercial facilities and laundromats, as well as demand for car wash
machines for tank trucks and other special vehicles. Developing tangible products tailored to these needs will
require strong collaboration between the sales team and the development team. Given that sales activities are
conducted by a Group company in this business, we have a unit for coordinating customers’ wishes and needs
between these two functions, to facilitate information sharing. Going forward, we will turn our attention to a
broad range of areas, without being confined to car washes. We will use our technologies to reduce workloads
and environmental impacts and thereby help address social issues.

Evolving our competitiveness globally as we seek to
enter new fields

Introduction

The Electronics business, mainly operated by Contec Co., Ltd., develops,
manufactures, and sells electronic devices, such as industrial computers,
loT devices, solution products, and electronic control panels/modules.
Contec also provides Daifuku Co., Ltd. with its control components
essential to material handling systems.

Akira Ikari

President and CEO
Contec Co., Ltd.

Business environment
Corporate demand for capital investment, which rapidly contracted during the COVID-19 pandemic, has been
showing signs of recovery across the globe since fiscal 2021, amid an acceleration of DX.

In Japan, the recovery of corporate capital investment brings active demand for industrial computers and
data acquisition cards used in factory production lines.

In North America, our major customers in the healthcare and airport security industries are actively increasing
their investments.

While a shortage of parts including semiconductors still has significant impact on our business, a close
collaboration among the sales, production, and research and development (R&D) teams contributes to overcome
with swift changes in design and newly identified supply chains. These are a source of strength for us.

Business strategy
In May 2022, Contec became a wholly owned subsidiary of Daifuku Co., Ltd. Since then, we have enjoyed more
active human resource exchange and upgraded information sharing framework within the Daifuku Group. |
believe that future joint R&Ds will increase the presence of our products and grow ourselves mutually.

As a product essential to various systems and services in society, our industrial computers, loT devices, and
other products are used in a broad array of industries, including Daifuku’s customers. We will contribute to
realizing a sustainable society by providing these products and aim to maximize comprehensive collaboration
effects as a member of the Group.

Our medium-term strategy focuses on strengthening our global structure. We will strive to expand our
development capability and product lineup, mainly with industrial computers, by increasing our investment in
human resources in Taiwan, where our R&D center is located. In addition, we will enhance our procurement
structure to ensure consistently stable supply of products and boost our cost competitiveness. Through these
initiatives, we will build our product development capability and market competitiveness in the global market.
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Global Reach
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