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Message from Top Management

Striving to evolve over

the long-term as a leader
in the environment and
energy by harnessing
both our technologies and
relationships of trust with
customers

Hiroaki Nanjo
President and CEO
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Our Value Creation Story

Proprietary technological capabilities and relationships of trust

with customers built with sincerity

The Group’s Management Principles

Takuma was founded by Tsunekichi Takuma, who invented
boilers using solely Japanese technology and is known as
one of the top ten inventors in Japan during the Meiji and
Taisho periods (1868 to 1926). While we started as a boiler
manufacturer, we moved into the environmental field in 1963
by leveraging our combustion and engineering technology
cultivated through boiler modification and improvement,
delivering Japan’s first fully continuous mechanical waste
incineration plant. Today, we have grown into a corporate
group whose main business is plant engineering centered on
the environment and energy fields, including waste treatment
facilities, energy plants, and water treatment facilities.

Our Management Principles, which are based on the
philosophy of “Serve society through boiler manufacturing”
put forth by founder Tsunekichi Takuma, state, “Takuma will
strive for social contribution, corporate value enhancement,
long-term corporate development and the satisfaction of
all stakeholders by providing goods and services that are
needed and recognized as valuable in society.” In short,
we have embraced a commitment to contributing to our
customers and society through our goods and services.

The Group’s strengths

With this history, we have two major strengths: our
technological capabilities and our relationships of trust

with customers. Our technological capabilities encompass
proprietary core technology based on our founding business
in boiler research and manufacturing such as combustion
technology that stably utilizes diverse fuels and heat
recovery technology that effectively utilizes thermal energy
generated. They also include various technologies derived

Achieving Vision 2030 with recurring
as growth drivers

from boilers. For example, starting with boiler installation,
EPC for numerous municipal solid waste treatment plants
and biomass plants, followed by plant construction, resulting
in plant engineering technology that offers custom-made
plants based on a wealth of experience and know-how.
Today, we continue to hone our capabilities through business
operations and research and development.

Another major strength is that we have built strong
relationships with our customers through our earnest
approach in our business, which consists of two main
categories: EPC business and after-sales services business
that provides services after plants are delivered. The EPC
business involves multiple processes, from design to
production, procurement, construction and test operations
to bring a plant to completion. The after-sales services
business provides continuous services related to operational
management and maintenance for the long-term operation
of plants upon completion. There are various issues to
be addressed before a plant is completed. We address
each one by one through continuous dialogue with the
customer, and ultimately over several years build a plant
that meets the specifications and performance required. In
addition, in the after-sales services business, we continue to
respond promptly and sincerely to issues and troubles that
arise during the day-to-day operations of our customers.
Relationships are cultivated through these efforts, which also
lead to new jobs from the customers.

| believe that this approach taken by the Group and its
corporate culture of honing our technological capabilities and
valuing relationships with our customers is something we
should continue to pass on.

revenue model businesses

As for the future environment surrounding the Group, we
anticipate demand for measures against labor shortages due
to population decline in Japan, consolidation of aging facilities
and the effective use of existing facilities. Additionally, demand
for energy and waste treatment is expected to increase

in emerging countries overseas driven by urbanization. In
2021, we established Vision 2030, which sets forth a long-
term vision for the Group as it should exist in 2030 based

on these environmental changes. The Vision reads: “Aim

to maintain our role of being an indispensable presence

in society as a leading company in the field of renewable
energy utilization and environmental protection by realizing

sustained growth alongside our customers and society
through implementation of ESG management.” In addition,

it sets forth a goal for ordinary profit of JPY 20.0 billion in
FY2030. In addition to further expanding recurring revenue
model businesses as growth drivers, we will mainly focus on
maintaining and expanding our position in the EPC business,
which will increase the number of facilities we delivered that
are in operation, and developing the Overseas Business as
one of the Group’s pillars for the future. In implementing ESG
management, we will identify the Group’s materiality and
address these issues through our business activities.
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Recurring revenue model businesses as

growth drivers

In order to ensure the stable operation of plants, which play an
important role as social infrastructure, it is essential to provide
after-sales services that include day-to-day operation control
and appropriate maintenance. Generally speaking, the lifespan
of a plant is about 20 to 30 years. In recent years, however, from
the perspective of existing facility management, customers are
considering not only using existing facilities for a longer period
of time, but also using core improvement work to extend the life
of the main part of the plant while maintaining the building and
renewal work to replace all of the plant part only. As a result,
there is a growing need for after-sales service and effective use
of existing facilities, and we must meet these needs.

Recurring revenue model businesses represent the
front line for maintaining and enhancing our strength of
“relationships of trust with customers.” In addition to
proactively proposing improvement measures to address
current issues while communicating closely with customers
who operate plants and facilities on a daily basis, we respond
quickly to and resolve problems if they arise, which not only
deepens the relationship of trust with the customer, but also
leads to the growth of our employees themselves.

While proactive efforts in recurring revenue model
businesses offer the advantage of securing stable earnings

over the long term, we believe that the long-term and careful
use of existing facilities is valuable to customers and society
from the perspective of effective use of assets, and also leads
to the growth of employees and, ultimately, the growth of the
Group, which is exactly what our vision calls for.

Creating a foothold for overseas business growth
In anticipation of the possible decline in demand in the
domestic market after 2030, we must start building
achievements overseas. We aim to continue to receive
orders for waste treatment plants and energy plants, which
are expected to be in demand due to economic growth and
urbanization, mainly in Southeast Asia, where we have a
local subsidiary. | have been involved in overseas projects

as engineer in the past, and | believe that it is difficult to
establish a system that will continue to produce results in the
Overseas Business immediately because we must acquire
know-how based on laws, systems, cultures, and ways of
thinking that differ from country to country when carrying out
projects. Going forward, we will solidify the foundation for
growth by having our employees continue to gain hands-on
experience in the Overseas Business and cultivate their
abilities, and in the future, we will establish it as the fourth
pillar after the three pillars of municipal solid waste treatment
plants, energy plants, and water treatment plants.

Recap of the 13th Medium-Term Management Plan and Policy of
the 14th Medium-Term Management Plan

We are working to achieve Vision 2030 based on our
Medium-Term Management Plan. First, in the 13th
Medium-Term Management Plan (“previous Medium-Term
Management Plan”) spanning the period from FY2021 to
FY2023, in order to respond to stable demand for plant
renewal and service life extension in the future, we promoted

the recruitment and training of human resources, and
reconstructed the Harima Factory, which produces boilers
and combustion equipment, the core facilities of plants,
and started operations as a new factory in January 2023.
In addition to achieving our target of ordinary profit for the
three-year period, orders received exceeded our initial plan,
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setting the stage for growth.

In the 14th Medium-Term Management Plan, which
started this fiscal year and runs from FY2024 to FY2026,
we aim to crystallize our growth story to realize our vision
based on the achievements and challenges of the previous
Medium-Term Management Plan. While continuing to
secure and develop human resources, we will prioritize
the investment of management resources in the municipal
solid waste treatment plant business, accumulate more

orders for EPC projects than in the previous Medium-

Term Management Plan, and receive orders for after-sales
service after completion. In this way, we will realize a
virtuous cycle between the EPC business and the recurring
revenue businesses, which will lead to growth from the

15th Medium-Term Management Plan onward. As for the
three-year cumulative orders received target, we aim to
achieve JPY 600 billion, which is significantly higher than the
previous Medium-Term Management Plan.

Enhancing corporate value by promoting ESG management

In implementing ESG management as set forth in Vision
2030, we have identified seven key issues (Materiality) and
are managing progress using KPIs. The Group’s business
itself contributes to environmental conservation and climate
change countermeasures, and in addition to reducing our
own CO»2 emissions, we will continue to contribute to the
reduction of CO2 emissions for our customers and society
as a whole through the plants we construct. To continue

to provide these products, we must maintain a good
relationship with society; that is, we will provide products
and services that are useful to our customers and local
communities by co-creating technologies that the world
needs with various partners and promoting innovation,

and build relationships of trust. We will secure and develop
human resources who will put this into practice, and it is
crucial that we work on employee health and on-site safety
management to create a workplace environment so that all
employees can play an active role. Additionally, we recognize
that the role of corporate governance, which oversees

the progress of these initiatives, is extremely important in
achieving our vision, and we will conduct risk management
and decision-making as appropriate.

Initiatives for key issues of focus in the 14th
Medium-Term Management Plan

With regard to “promoting activities of human resources”
among other key issues, while the market environment
remains strong, the Group’s challenge in achieving the
targets of the 14th Medium-Term Management Plan is a

shortage of human resources and other resources. In the
previous Medium-Term Management Plan, we actively
recruited mainly in the engineering, construction, and
maintenance divisions, and on a consolidated basis, we
increased our headcount by approximately 350 over the
three-year period. We also enhanced training options and
the education system, but we were not able to completely
eliminate the shortage of resources. Under the 14th Medium-
Term Management Plan, we will continue to strive to secure
human resources, further expand our resources, and work
to further improve job satisfaction and ease of work with the
aim of establishing an internal environment where diverse
human resources can play active roles over the long term.
With regard to “pursuing partnerships and innovation,”
which is a key issue related to our strength of “technological
capabilities,” our strength lies in our technological capabilities
backed by past experience and know-how, but in order to
further refine these, it is important to actively incorporate
and utilize new technologies through repeated trial and
error. In particular, the development of digital technology has
been striking, and in the 14th Medium-Term Management
Plan, we will promote the digital transformation (DX) from
both “offensive” and “defensive” perspectives to strengthen
competitiveness. In addition, in the field of R&D, we will
accelerate research toward the realization of a decarbonized
society, including CCUS (carbon capture, utilization, and
storage). We aim to put this into practical use as soon as
possible by leveraging partnerships with outside parties.

Promoting dialogue with stakeholders to implement our

Management Principles

While | have explained our Management Principles, our
long-term vision called Vision 2030, and our Medium-Term
Management Plan, in order to realize these, it is vital that

we carefully work and commmunicate with our stakeholders,
including shareholders and investors, customers, and
employees. We will continue to do our utmost to increase
our value as a company that grows sustainably over the long

term together with our customers and society, and to satisfy
all stakeholders, including shareholders who support us,
customers who trust us, partner companies that cooperate
with the Group’s corporate activities, and executives and
employees of the Group. | would like to extend my sincere
gratitude to all of our stakeholders for your continued support,
and ask for your continued guidance and support in the future.
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A History of Our Value Creation

Takuma has been responding to society’s needs since the Company’s founding. Committed to a philosophy of “Serve

society through boiler manufacturing,” we have maintained an understanding of the evolving issues that changing times
have posed for our customers and wider society, developed new environmental protection and energy use technologies

that contribute to solving those problems, and continued to take on new challenges.

Societal needs

Construction ofidarima Fattory

s L

Takuma’s challenges

10 TAKUMA CO., LTD. Integrated Report 2024

Increasing demand for boilers as
energy sources for manufacturing
facilities.

The 1930s saw a growing demand for producing
facility expansions, accompanied by an increased
demand for Japanese-made boilers to serve as
their energy sources. After World War Il, demand
fueled by reconstruction projects prompted
increased investment in producing facilities,

also requiring boilers as energy sources. Once
reconstruction-led demand had abated, efforts
to modernize and streamline facilities to increase
productivity progressed, and demand for boilers
fueled chiefly by heavy oil rather than coal, as
well as that for small-scale boilers, rose.

| [

Qur founder, Tsunekichi Takuma, pictured
with a boiler

Invention of Japan’s first 100%
domestically produced water-tube
boiler, founding of the Company,
and securing of its position as a
boiler manufacturer.

Founder Tsunekichi Takuma invented the first
water-tube boiler to be entirely produced in Japan in
1912. The Takuma boiler offered performance that
exceeded the imported products of the time, and
its reputation spread. Tsunekichi Takuma founded
the Company (then Takuma Boiler Manufacturing
Co., Ltd.) in 1938 and began manufacturing the
new high-performance Tsunekichi boiler. Factories
and ships and vessels of all kinds utilized this new
product as an energy source. After World War

Il, the Company developed a variety of different
boiler models—still incorporated into our product
range today —which it began selling in Japan and
overseas. It also established a firm foundation from
which to build its position as a boiler manufacturer
providing custom boiler design, manufacture, and
construction and gained the foothold that would
allow it to enter the environmental sector.

Urgent need to improve
sanitation negatively impacted by
urbanization and industrialization.

Progressive urbanization accompanying the
country’s intense economic growth resulted in

an explosive increase in the quantity of waste
produced, creating a high volume of garbage truck
traffic, leading in turn to unpleasant odors, vermin,
and other issues; pressure on landfill disposal
sites; and a range of other challenges. Rapid
industrialization, meanwhile, meant that worsening
sanitation, including contamination of public
waters by industrial wastewater and air pollution
as factories released soot and smoke, were

an issue of public concern, and the creation of
sanitation and environmental protection facilities,
including for treating waste, sewage collected

by pump truck, and sewage collected through
municipal sewerage systems (often processed
separately in Japan), became a matter of urgency.

Japan'’s first 24 hour operating waste incineration
plant delivered (Osaka City)

Entry to the environmental sector
(waste and water treatment) and
establishment as an environmental
health facility manufacturer.

Using the combustion technologies and
engineering capabilities the Company had so far
amassed, it delivered Japan'’s first 24-hour waste
incineration plant in 1963 and went on to provide
waste incineration plants also able to generate
power, crushing systems, and more. This laid the
groundwork for the Company’s position—which
it maintains to this day—as leaders in the waste
management field. It also leveraged its boiler water
treatment technologies to expand into the water
treatment sector, beginning delivery of projects
for the installation of treatment plants for sewage
collected by pump truck in 1963 and of sewage
sludge incineration facilities at sewage treatment
plants connected to municipal sewerage systems
in 1973, as well as other initiatives, thereby
establishing its position as a manufacturer of
environmental health facilities.

Our Value Creation Story

Action on environmental laws and
promotion of energy conservation.

Around 1970, a range of laws and regulations
were enacted in response to issues of pollution,
heightening demand for flue gas and sewage
treatment facilities and for treatment of
commercial waste and wastewater. The two
major energy crises of the 1970s also increased
demand for energy conservation. In the 1980s
and 1990s, the dioxins released by waste
incinerators became a cause of public concern,
and the Act on Special Measures against Dioxins,
enacted in 1999, meant that renovations of

and improvements to waste incineration plants
became a central focus around this time.

Japan’s largest waste incineration plant (Koto City, Tokyo)

Addressing waste management,
pollution, and the demand for
energy conservation.

The environmental health field became the
Company’s main area of business, and in 1972 it
changed its name to TAKUMA CO., LTD. In 1975,
it began sales of a vacuum-type water heater
(the Vacotin heater), offering a simpler method of
supplying hot water as compared to the boiler.
Coinciding with commercial demand for energy
conservation and other factors, this product
became and remains a longtime best-seller. As

a result of a surge in demand for renovations of
and improvements to waste incineration plants
around 2000 (a response to public concern about
dioxins in the 1980s and 1990s), in 2001, the
Takuma Group achieved net sales of JPY 170.9
billion and an ordinary profit of JPY 22.0 billion,
both Group records.

Private contracts for public
services and the spread of
renewable energies.

The prior focus on renewal of and improvements
to incineration plants resulted in a tailing off

of demand, the 2008 financial crisis sent the
Japanese economy into a downturn, and
investment in industry slumped. Against this
backdrop, the 2011 Great East Japan Earthquake
made expansion of renewable energy sources a
matter of urgency. In 2012, Japan’s feed-in-tariff
(FIT) program (through which power companies
purchase renewable energy at a fixed price) was
launched and demand for biomass power plants
soared. At the same time, the DBO project, under
which construction and operation of facilities are
contracted to private companies, began to take
off within the waste treatment sector.

Biomass power plant

Entry into and withdrawal from
overseas markets. Contributing
to the rapid spread of renewable
energies.

Experiencing a slump in demand as a by-
product of the previous focus on renewal waste
incineration plants, the Company attempted

to enter the European and other overseas
markets. However, as a result of various factors,
including the difference in business norms, the
Company recorded significant losses and had to
streamline and consolidate its business, including
domestically. In order to establish a stable
earnings base, the Company increased its focus
on after-sales services and secured numerous
orders for biomass power plants, an area of rapid
expansion with the launch of the FIT scheme.

It also established internal company structures
allowing it to offer a 20-year waste treatment
facility management package and responded to
recovered demand for waste treatment facility
renovations to revive its business in both the
environmental and energy sectors.

Transition to a circular economy
and achieving carbon neutrality
by 2050.

We anticipate demand for renewal to the
facilities that uniformly underwent renewal and
improvement work around 2000 to continue

until 2030. Alongside this, as part of efforts
aimed at achieving the global initiative toward
net-zero greenhouse gas (GHG) emissions by
2050, we expect to see continuing demand for
renewable energies, as well as the emergence of
decarbonization products and their integration
into waste treatment and other facilities.

A growing demand for waste incineration
technologies aimed at improving sanitation is also
predicted in emerging countries now seeing the
progressive urbanization as a result of economic
growth that Japan experienced in the 1960s.

New Harima Factory

Taking on the challenges of
global decarbonization and
environmental protection as

a leading company in the
environmental and energy fields.

The spread of renewable energies and measures
aimed at achieving carbon neutrality form the
backdrop to demand for new construction and
renewal of a range of plants, as well as that

for waste treatment plant renewal. With an
understanding of this demand, we will continue
to develop our business around our three core
areas: municipal solid waste treatment plants,
energy plants, and water treatment plants. We
also aim to grow our overseas business as a
fourth core area, providing Takuma products
and technologies aimed at improving sanitation
in Southeast Asia, an emerging issue, and the
spread of renewable energies. In addition, with
the goal of achieving carbon neutrality, we aim
to market decarbonization products that will
contribute to further reductions in GHGs, explore
potential areas of demand, and pursue R&D.
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Evolution of Takuma’s Technical Capabilities

Starting with the invention of the Takuma boiler, we have developed and improved a variety of equipment utilizing the
combustion, heat recovery, and other technologies required by boilers and continued to broaden our range of products
and services as a company offering custom plant engineering work that combines this equipment as needed to meet
our customers’ needs.

Boilers

(1912 to present)

Core
technologies

Pre-1950
Investment in
production facilities

Fossil fuels
(coal, heavy fuel oil, gas)

Our Value Creation Story

Technology to
efficiently and stably
burn a wide variety
of fuels and waste

Biomass
(bagasse)

1950s 1960s 2010s 2020s
e 1970s 1980s 1990s 2000s s
Streamlining of Improvements to o q . q focrf P Spread of renewable Digitalization &
production facilities e Eier Action on pollution Energy conservation Action on dioxins 3R Initiative energies decarbonization
- Oil palm biomass . .
—L| Wood waste (PKS, fiber) Construction lee_stock manure | _| | sed timber
(sawmill waste, etc.) . Bark waste 1 (chicken manure)
J RPF
Industrial waste
\\__ _» | Municipal solid
i waste
Recycling
. Resource
Crushing recovery
Municipal solid waste
(food waste,
paper waste, etc.)
v

Water
treatment

Boiler feedwater treatment

Sludge treatment

Wastewater &
sewage
treatment

Heat
recovery
& use

Steam

Waste heat from
heating & hot
water systems

Power

Sewage sludge
incineration

Industrial wastewater
treatment

Advanced treatments

Methane

fermentation

generation

Heat use: Technology that uses the heat generated by the combustion of fuel and waste and production plants

Heat recovery: Technology that utilizes this heat for heating, hot water, steam, and electric power

Flue gas

treatment

Boiler
manufacturing
(production bases)

Engineering
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Amagasaki Factory
(1937-1945)
Kobe Factory (1939-1945)

Harima Factory (1942-)

Boiler installation
(installation work)

Energy plant
engineering

Operational
guidance & repairs

Maintenance

Soot and acidic gases Dioxins Mercury
Use and recovery
of CO2
Direct use of CO2
Kyoto Factory Kanto Factory Harima Factory
(1961 to present) (200710 present) | wem | ygnovations
Nippon Thermoener Nippon Thermoener
Co., Ltd. Co., Ltd. (2023)
Waste incineration | ___ | Large-scale energy
plant engineering plant engineering
Digital Computer-aided Collection & analysis Integrated operational Al combustion
Igita ey of remote plant data management & | ___
technologies plant energy: saving monitoring data analysis control system
& automation (TIPLOS) (POCSYS) (ICS)
Operation Plant operation | — Remot? mo|n|tonngrt& | | Aft_er-sale_s_
management O&M operational suppol service facility
facmty (Supply Lab)
(Solution Lab)

Core products &
services

Combustion
systems

Various facilities
and equipment

Boilers, etc.

Flue gas treatment
facilities

CO2 supply
equipment

Manufacturing
and engineering
capabilities

Operation
management,
Maintenance and
Plant operation

Current main products
and services

Products

Biomass power
and heat
utilization plants

RPF power
generation and heat
utilization plants

Industrial waste
treatment plants

Waste incineration
plants

Recycling plants

Biogas recovery
plants

Sewage sludge
incineration and power
generation system

Upflow moving-

bed sand filtration
system

Services

Operation
management

Plant operation
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Energy Plant

Municipal Solid
Waste Treatment
Plant

Water Treatment
Plant
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Key Issues (Materiality)

In implementing ESG management, in 2021 we identified Identification Process
seven Key Issues (Materiality) related to ESG that deserve V'S

to be given priority when being addressed through The following process was used to identify key issues. Key Issues (Materiality)
our business activities. Under our 14th Medium-Term p— _ e
Management Plan (MTP), we will continue to promote STEP 1 L STEP 3 g
. . = * Helpi bat climate ch:
initiatives through our business activities as set out in our Analyzing the status quo and organizing issues Evaluat.Tg |mpo.:te;r.1|(.:te and Identifying Key Issues 2 E . ciﬁ;l%;‘;l;&l?;i ! ?)I:g(zcting
13th MTP, as well as adding new KPIs (numerical targets) REIYINGRSEITETILY 85 the environment
H H . . . . . . . . ge  Strengthening relationships of trust with
for employee engagement and customer satisfaction. We analyzed a variety of management issues that affect the We created a matrix organizing the 64 issues described Through discussions among 3 U ETES e CarT S
Company from the dual perspectives of the external and internal in the previous step by analyzing and evaluating their members of the Company’s g 9 « Pursuing partnerships and innovation
environment. importance for stakeholders and wider society on the executive leadership, seven Key e « Promoting activities of human resources
We compiled a list of 64 issues by analyzing the external vertical axis and their importance for the Takuma Group on Issues to be addressed by the % « Ensuring safety and health
environment from the standpoint of ISO 26000, GRI, SDGs, FTSE, and the horizontal axis. We then verified the suitability of the list Group were finalized based on the * Strengthening corporate governance
DJSl indicators and requirements, and the internal environment from through a process that included steps such as comparisons 19 issues as described to the right.
the standpoint of indicators provided by the Group’s Management with other companies and exchanges of views with

Materiality and issues

Principles, strategies, current initiatives, and other yardsticks.

Risks and opportunities

responsible departments to narrow down the list of Key
Issues to 19 that deserved to be addressed by the Group.

Specific initiatives

Important

Importance for

the Takuma Group Extremely important

Progress (as of the end of FY2023)

e Accommodating policies and regulations intended to realize a COz2 emission reduction targets ~ FY2026: 806,000 tons per year*
decarbonllzed society ) . ) * Supply of biomass power plants throygh our own products and 1 ,250,000 tons per year * Calculated based on available generating
. . Risks * Changes in customer requirements, for example additional improvements « Supply of fuel conversion (biomass, RPF, etc.) boilers serwces . capacty ﬂ(:,aee\?:egs meggg‘zsdzﬂiegé }
& Helping combat climate change ”F: Znertgy efficiency i cios. I i of the review of * Supply of renewable energy and CO;-free electric power Mggnltt_ude_ oé%otent!al one FY2030: from FY2021 to FY2023 (four waste
. * Reduction in support from policies, for example as a result of the review o « Reduction in CO issions tion) by Tak reduction in CO2 emissions due treatment plants, two sewage sludge
1. Promoting renewable energy eduction in CO2 emissions (energy consumption) by Takuma . plants, and 15 biomass plants).
(non-fossil energy) the FIT program « Improvement in energy efficiency at facilities Takuma operates {0 newly delivered power plants 2,500,000 tons per year
2. Improving energy efficienc i i i on a contractual basis . .
o < . v ° S&Zﬁ:ﬁ;:igi?;et ;?re;e/?;vr:iqb;itzrlwzg{ll:;]gninvwonmental businesses * Proposal of energy efficiency improvements for customer In-hou§e COz emissions RN . 188 tons per year*
E Opportunities | o~ = 9 9 ! o for bi 9 (inoluci ! facilities and equipment reduction targets Effectively zero co, (Scope 1 and 2 emissions from the
Ir(zjw o Znetrr?y o em?n do i tlomnass' tlno|q m? Wﬁs o Sowage * FY2030 targets including group emissions by the Takuma Head Takuma Head Office, our Harima
Environmental sludge, and other resources) in order to alleviate climate change P.40-41 [ g%mpeir:ii:ssi ;ﬁ??,'g m“",,‘ii; S;rggggg&r; Office and the Harima Factory Eactohry, ?fnd o)ur branches and
. )
ek . - . . (Scope 1 and Scope 2) ranch oftices;
Initiatives . * Supply of high-efficiency, low-environmental-impact energy 23;]‘3,?9?; {é‘ﬁé‘;“fﬁ’;‘fﬁ:iﬁ?ﬁ;ﬁ under . :
Conserving resources and ) o , o , ; t6 plant e FY2030: In FY2023, we purchased J-Credits
tecting the environment Risks * Reduction in domestic waste volume due to the shrinking of the population rom waste plants O e e e e GO 8 equivalent to the Scope 1 emissions.
protecting * Supply of sewage sludge-fueled power plants environmental value such as J-credits. Eﬁectlvely Zero co. \é\/oe acliievedioliaeNesitalgatalst 2ol
. . N * The Scope 2 target is calculated using Jh= 2 2 emissions from the Takuma Head Office
<= 1 Conserving resources and reducing * Supply of advanced treatment sand filter systems post-adjustment emission factors. emissions by all Takuma worksites in  and our Harima Factory (Scopes 1 and 2).
environmental impacts  Growth of appropriate treatment of waste and growth in demand for use of * Establishment of combustion technology for unutilized biomass ;lapan (HeaddOffice, branch Offitiesy
; . - f i i Development of technology for reusing bottom ash actories, and construction sites)
2. Making effective use of unutilized it energy from waste in emerging nations ° ’
resources Opportunities Growth in expectations towards resource-saving and low-environmental- * Development of technologies for capture and use of CO> (Elemge 1 el S5 2)
impact systems and the effective use of unutilized resources P. 42-45
e Strengthening relationships Hiek . Loss of1 trustd in the event Takuma fails to provide safe, high-quality « Supply of products and services that satisfy customers Customer satisfaction Number of responses with the 63.2%
i isks products and services * Improvements in the quality of Takuma’s operation and O&M highest rating
@ g:):;L:TS]t r\?{FQSCUStomerS and  Shrinking local government budgets buzinesses quallty P 604  Newly added to 14th MTP
WinTu . - . . % or more
1. Pursuing customer satisfaction * Growth in demand for biomass power generation as a type of energy that . In.c:f oy SOphlSt-lcatlon o mantenance servios i *The percentage of respondents giving the
2' Ensuri 9 h by ‘ can be produced and consumed locally * Initiatives addressing the Regional Circular and Ecological highest rating for questions (on a 4-point
. nsurlrllg 1 feslta EN czntlnulous Obportunities « Growth in expectations toward the creation of new value for communities, Sphere (Regional CES), regional use, and decentralized power (s)izLea)”a;zLétuiﬁsglﬁfr Isne;x::% 32;10mer
Operatllon of plants and equipment ) PP for example through disaster prevention facilities and energy centers supplies B ) Satisfaction Survey. J
3. Recycling local resources and creating « Additional growth in the use of private-sector entities to provide o Initiatives such as PPP that address additional use of private-
new value for communities i sector entities
government services P. 46-47
e Pursiing pernsiis ERe Risks * Opportunity loss due to lag in accommodating new technologies such as * Increases in the added value of facilities and plants 21:31:12; gf :n?:ntcaf;:ig:sck Cumulative total for FY2021 to FY2025  Cumulative total for FY2021 to FY2023
C-)QE) innovati%r? P artificial intelligence (Al) and the Internet of Things (IoT) * Strengthening of competitiveness in EPC operations, filed by wamen 35 or more 29
o operation management, and maintenance service
m ilicnti iqi i . - . . ) * Pursuit of open innovation
1. Utilization of digital technologies * Growth in demand for efficiency-boosting and labor-saving technologies « Pursuit of P busi that contribute to the enh . Percentage of eligible Average for FY2021 to FY2025 Average for FY2021 to FY2023
(Al, I0T, robots, and more) in olant tion (Remot itori q tion. dat s ursuit of new businesses that contribute to the enhancemen o .
,1ol, ) plant operation (Remote monitoring and operation, data analysis, o . ) employees utilizing parenting 25, 44,
2. Developing open partnerships Opportunities maximization of amount of power sold, etc.) of existing businesses and.serwces SUDDOM Drograms % or greater %
. e . . . o ) * Development of technologies and products that are REREECY
Social 3. Pursuing innovation  Creation of revolutionary technologies and services as well as new sought by society and customers
Initiatives business opportunities through the expansion of partnerships P. 48-49
. el Reduction in competitiveness due to a shortage of employees with i i Empl n ment . q High level of job satisfaction
) Promoting activities of human ¢ e . e Hiring of new graduates and mid-career employees ployee engageme Highest rating D 0% or more g j
o resources Risks specialized skills ) _ ) ) « Development of optimal human resources programs in 41.0%
* Discontinuity in the passing down of skills as highly experienced * The percentage of respondents giving
M\ X - I h reti t dl th <f response to social changes the highest rating for each question (on High level of pride in the Company
1. Securing and training human resources employees reach retirement age and leave the workiorce  Development of an effective training system a 5-point scale) on job satisfaction and 47.3
i i i . . ; i : pride in the Company in the Employee - Cl
2. Promoting diversity = - « Strengthening of competitiveness through human resources development * Active hiring of diverse human resources and development of Attitude Survey. N ) VAT D
3. Improving employee satisfaction Opportunities and management that promotes diversity career support programs P. 50-53 ’
Ensuring safety and health * Reduction in productivity and social trust due to problems involving safety
) ) Risks and health among employees and affiliates (loss of opportunities for earning « Reduction in th ¢ tional dent Number of fatal ident
1. Ensuring occupational safety and health orders due to the occurrence of serious occupational accidents, etc.) eduction in the occurrence of occupational accidents UTISET @EE] EeEeEms 0 0
2. Managing employee health e Prevention of health problems and rectification of overwork
3. Creating a comfortable working Opportunities  * Improvement in productivity and strengthening of competitiveness through * Implementation of workstyle reforms
environment improvements in the workplace labor environment -
P. 54-55
* Reduction in business sustainability due to a lack of appropriate * Sustained improvement through practices such as evaluations  Number of serious compliance 0 0
. ecision-making of the effectiveness of the Board of Directors violation
decisi Ki f the effecti f the Board of Direct olations
o) Strengthening corporate Risks  Cessation of business due to violations of competition or environmental « Continued conduct of appropriate internal audits
o governance laws or regulations on conduct such as corruption, and associated o Additional improvement in the effectiveness of risk
1. Strengthening corporate governance reduction in social trust management activities
Governance 2. Strengthening risk management © Even more thorough project risk management
Initiatives : - ) : - ; . * Implementation and ongoing reassessment of business
3. Ensuring compliance . e Improvement in the ability to create value along with avoidance and =i )
9 P Opportunities continuity planning (BCP)

reduction of risk as a result of strengthened corporate governance

¢ Ongoing implementation of compliance education =SS}
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Our Value Creation Story

Value Creation Process

As leaders in the fields of renewable energy usage and environmental protection, the Takuma Group will continue to
increase its corporate value by resolving social challenges.

Management Principles

Long-Term Vision | Vision 2030

Medium-Term Management Plan

For details, see pages 24-25

External Environment/
. s Inputs
Risks and Opportunities

il

Outputs

Business
partners

Financial Capital

Highly trusted businesses
@ Global E— in the environment
and energy fields
Sound financial foundation
Employees
* Rising energy demand and -
issues related to waste ZQ - Intellectual Capital Domestic Environment
treatment in developin i
countries P Technologies and expertise in the and Energy Business

field of renewable energy utilization

* Increasing severity of issues and environmental protection

. Worers
related to climate change 0,0 . and Ioc_a_l ...............................................
o Advances in digital [{.—LWIP Human Capital communities
transformation (DX) .
Personnel capable of addressing Sha(;mg Odf Meeting Overseas Environment
the needs of and issues faced by needs an challenges ;
............................................................. customers and society issues 9 and Energy BUSIneSS

=|a Social and
= Relationship Capital

D -
1 .:‘{-IJ Domestic (Japan)

For details, see page 34
Relationships of trust and co-

! ! \ Environment |
creation with customers and and society
business partners - Package Boiler
i _ Shareholders Business

e Shortages of human Manufactured Capital

resources and leaders i
* Increasingly severe natural . . .

disast ersg Y Construction of high-quality plants —

ESG management A [

e Challenging financial

conditions @ Natural Capital Equipment and
e Aging infrastructure

. I Systems Business
Efficient utilization of natural

resources

For details, see pages 18-19

For details, see page 22

For details, see page 36

Materiality

Outcomes

Customers and

% Local Communities

e Safeguarding hygienic living
environments

¢ Maintaining regional and industrial
infrastructure

¢ Revitalizing communities and
strengthening

ARA . .
Q Environment and Society

e Generating clean energy
¢ Reducing greenhouse gas emissions

® Reducing environmental footprint

ql@ﬂ] Business Partners

e Ensuring fair and secure business
transactions

%D Employees

e Realizing highly motivating workplaces

LJ|] LJ|] "l|] l],] Shareholders

e Increasing corporate value
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Six Key Management Resources

Through our plant engineering, procurement, and construction (EPC) and after-sales services, the Takuma Group has
amassed a range of technologies and expertise and forged solid relationships of trust with our customers. These forms
of capital are handed on to successive cohorts of the Group’s diverse human resources. By helping them to thrive, we
aim to conduct business that provides value to society, thereby further enhance our various types of capital, and in turn

sustainably build corporate value.

P Financial Capital

Achieving both a sound financial foundation and capital efficiency

B Capital adequacy ratio:
57.7%
(FY2023, ended March 2024)

M ROE: 8.3%
(FY2023, ended March 2024)

M Backlog:
JPY 482.6 bilion
(FY2023, ended March 2024;
long-term O&M contracts
of 10+ years accounted for
approx. 50% of total)

Details

Plant EPC and after-sales services are our
primary sources of revenue. With the facilities we
construct in use for 20 to 30 years, we receive
steady revenue from after-sales services (recurring
revenue model businesses). At the same time,
certain projects—notably plant EPC projects for
government agencies—require advance payment
of our suppliers (equipment manufacturers and
construction companies), meaning that we must
maintain a working capital equivalent to two to
three months’ worth of sales.

Initiatives toward further enhancing value

We will build on a basis of maintaining and
improving the sound financial foundation (capital
adequacy ratio of 50-59%) and credit rating that
have helped us to win customer trust, working to
improve our capital efficiency through reducing
our cross shareholdings, investment in growth,
and shareholder returns, and aiming to improve
our ROE (to 11% or more in FY2026, ending
March 2027).

Intellectual Capital
Technologies and expertise in the field of renewable energy utilization
and environmental protection

B Municipal solid waste
treatment (waste
incineration) plants: 370

M Biomass plants:
640 in Japan and overseas
B Upflow moving-bed sand
filtration systems: 2,900

Details

We are a specialized company in the
environmental and energy sector, handling all
aspects of waste treatment, water treatment,
and biomass-related projects. As such, we
possess advanced plant engineering and
construction capabilities and expertise in after-
sale service provision, thanks to the portfolio
of technologies—based on tried and tested
engineering practices—that we have built up
since the Company'’s founding. We are also
advancing R&D in decarbonization and other
high-demand fields.

Initiatives toward further enhancing value

We will maintain and scale up the size of our
orders to add additional technologies and
knowledge to our roster and further enhance our
strengths. In addition to utilizing data analysis

to increase efficiency in our plant operation
projects and thereby contribute to resolving the
challenges our customers are facing, we will
strengthen our R&D systems and aim to cultivate
our technical capabilities and enhance our
competitive edge.

Human Capital
Personnel capable of addressing the needs of and issues faced by
customers and society

B Number of employees
(consolidated): 4,278
(As of March 31, 2024)

B Employee engagement:
high level of job
satisfaction — 41.0%,
high level of pride
in the Company - 47.3%
(Proportion of employees giving
the highest rating for these
questions in our Employee
Attitude Survey)
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Details

Plants are not mass produced in factories; they
are tailor-made products that bring together
on-site a range of equipment that will enable the
desired functionality. Each customer’s needs are
different, requiring plant engineering company
to possess the ability to propose solutions that
fulfill those needs and the technical capabilities
to implement those solutions. We are working to
develop human resources with these skills.

Initiatives toward further enhancing value

We will develop human resources capable of
engaging head-on with the work of resolving
the challenges facing our customers and able
to build relationships of trust with them. Our
efforts in this area will include enhancing our
human resources programs, arranging working
environments for increased job satisfaction, and
improving our employees’ work experience,

as well as initiatives using OJT and expanded
Off-JT to increase our technical capabilities and
our ability to propose solutions, and sharing
knowledge and expertise on a Company-

wide basis through promotion of knowledge
management.

Our Value Creation Story

Social and Relationship Capital
Relationships of trust and co-creation with customers, business partners,

and communities

M Customer satisfaction:
91.0
(FY2023, of a possible 100
points, non-consolidated)

Details

We continue to nurture the relationships of trust
with our customers and partner companies built
up through our EPC and after-sales services
and are also working to create relationships of
trust with local communities through co-creation
with our research collaborators, years-long
construction projects at various construction
sites, and our waste treatment facility operation,
which see us involved in operational tasks at
local waste treatment facilities for a period of 10
to 20 years. These relationships of trust with our
stakeholders are the indispensable foundation of
our continued business.

Initiatives toward further enhancing value

To secure our role as essential to our
stakeholders and the communities we are in
contact with, we will work to build relationships
of trust with our customers and partner
companies through our business, contribute
to these communities through community
participation and hiring local people and order
businesses, and collaborate with a wide range
of partners to strengthen our ability to propose
solutions to our customers and carry out R&D.

Manufactured Capital
Construction and operation of high-quality plants

B Manufacturing base:
Harima Factory

W Facility operations offices:
23

(As of April 1, 2024. This
includes DBO projects and
long-term O&M projects of
10+ years)

Details

In order to construct high-quality, high-performance
plants, we ensure that the working environments
at our construction sites are safe and secure.

In parallel, we are committed to maintaining the
working environments of our waste treatment
facility operations offices to a high standard,
ensuring that they can provide safe, secure,
high-quality services. We have also positioned
our Harima Factory —where we produce boilers,
combustion equipment, and other core products
for our plants—as a “mother factory,” where

we maintain and improve our manufacturing
technologies and, in turn, work to maintain and
improve the quality of the plants we install.

Initiatives toward further enhancing value

By continuing to improve the working
environments at our construction sites and
facility operations offices through occupational
health and safety activities, we will work to
create safe, secure sites with a target of zero
workplace accidents. Renewal constructions at
our Harima Factory were completed in 2023 and
we are utilizing digital tools and other cutting-
edge technologies to work toward productivity
improvements, further increase our technical
capabilities, and create systems allowing us to
manufacture high-quality products.

Natural Capital

Efficient utilization of natural resources

M CO; emissions: 188 tons
(FY2023, Takuma Head Office,
branches and branch offices,
and Harima Factory)

*In FY2023, we purchased
J-Credits equivalent to our
Scope 1 emissions.

B Contribution to reduction in
CO2 emissions:
4.5 million tons
(Municipal solid waste treatment
plants and biomass power
plants constructed by Takuma;
calculated using the results of
the Ministry of the Environment’s
survey on municipal waste
management for the former
and covering facilities built in the
past 30 years for the latter)

Details

We are promoting efforts to reduce the
environmental impacts of our offices, factories,
and construction sites, including energy- and
resource-saving initiatives and adopting 100%
renewable energy. We are also contributing to
reducing environmental impacts at a societal
level through our products and services,
which help our customers to save energy and
decarbonize.

Initiatives toward further enhancing value

In addition to our existing initiatives, we plan

to reduce the environmental impacts of our
business activities in a variety of ways, including
by increasing the number of our facilities that
use energy-saving products and carbon-free
electricity. We will continue to contribute to
reducing environmental impacts at a society-
wide level, whether through constructing
environmentally-friendly plants and proposing
energy-saving equipment upgrades to plants
already in operation or R&D of CCUS and other
decarbonization technologies.
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Our Value Chain

Sustainable growth alongside our

customers and wider society

Through our plant engineering, procurement, and construction (EPC) work and our after-sales
services, the Takuma Group has met challenges faced by our customers, advanced our technical
capabilities, and built solid relationships of trust with our customers. By means of these ongoing
efforts, we aim to achieve sustainable growth, together with our customers and wider society.

Procurement

_

Our Value Creation Story

Evolution of our technical capabilities

Financial capital
Intellectual capital
Human capital Trial operation
Social and relationship capital
Manufactured capital
Natural capital

Meeting challenges

Customers and society

X St
e Safety Co,.. Muc
G}f;?)\{\es management control omplet,-é’?”
\

Building relationships of trust with

our customers

works

o&Mm

Operation
projects

Maintenance

Recurring
revenue model

business

Constructing a plant over approximately 2 to 5 years
Plant operation and maintenance for 20 to 30 years

We ensure that we are aware of our customers’ opinions on a wide range of aspects, from facility and plant planning and potential challenges to
Sales specification and budget requirements. Our Planning & Design Division and other relevant divisions collaborate and estabilish relationships of trust with
external project participants, allowing us to propose solutions that pinpoint our customers’ needs with the aim of securing orders.
Based on the information gathered in the sales phase, we draft plans for facilities and plants that will meet our customers’ needs (system flow covering
Planning the entire facility, layout, equipment specifications, etc., fulfiling customer conditions and performance requirements) and estimate costs for design,
procurement of equipment, and construction based on these plans. Customers receive a competitive quote taking all of the above into account.
Based on the plans proposed in the preceding phase, we hold multiple consultations with the customer to create a detailed plant design. In addition to
Design systems design for the entire plant, our specialist departments design combustion systems, incinerators, boilers, and flue gas treatment equipment—core
Takuma technologies—as well as the electrical equipment and instrumentation that will operate and control the plant.
Procurement and Once the necessary equipment and specifications have been determined at the design stage, our Procurement Division selects the optimal vendors,
f . whether domestic or overseas, to meet specification, quality, cost, and completion date requirements. In parallel, our Harima Factory, the Company’s
manufacturing manufacturing base, manufactures and produces the combustion systems and boilers that will be core plant components and drivers of plant performance.
Plant construction is carried out over the course of several years, including installation of the plant equipment we have procured and manufactured ourselves, and
Construction plumbing, electrical, and instrumentation works. We select contractors and act as overseers, monitoring progress on each element of the construction project
and otherwise managing the site to ensure that these works are completed successfully. This involves managing safety, processes, and budgets on a daily basis.

) Our strengths (2)
Improving

functionality Operation

Improvement management
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Shayi
g of needs and iSSUES

Trial operation

Recurring revenue
model business

Safety
management

Quality control

Over a period of several months, we test plant operations to check whether each piece of equipment is functioning properly and whether plant-wide
systems are running without issue. In the second half of the trial operation period, we add actual waste products and other fuel for combustion to confirm
that there are no issues with combustion performance, power output, and other areas of performance throughout the plant.

We ensure stable operations through operation management that allows facilities to function at their absolute best, regular inspections and maintenance to
prevent malfunctions and ensure that plants can operate in a safe and stable manner, and large-scale renovations. In the waste treatment facility sector, we
are receiving an increasing number of contracts for operation projects that combine all of the above services.

We are pursuing R&D that will contribute to strengthening our competitive edge from a medium- to long-term perspective. This includes enhancing and
expanding on Takuma'’s core technologies, including our combustion and flue gas treatment technologies, and developing decarbonization technologies
such as capturing and utilization of CO2 from flue gases, as well as other new products for commercialization.

When occupational accidents occur, they have the potential to engender terrible costs to society, including loss of life. They may also incur criminal penalties
or administrative penalties, such as temporary barring from bidding on contracts for a particular body. Our Safety Management Division ensures safe
working conditions and works to prevent occupational accidents through occupational health and safety activities and other initiatives.

We conduct factory inspections and checks of each piece of equipment that goes into our plants. Each aspect of a product’s performance is verified,
from whether it conforms to standards and design specifications, to whether it performs appropriately when tested and ensuring that it will not cause any
problems when installed in the plant. In this way, we confirm that our products will fulfill our customers’ needs.
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