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Message from our President

As an integrated manufacturer with this product
ISEKI & CO., LTD.'s Purpose development DNA that specializes in agricultural
machinery, the social issue that the Group needs to seek
Our aspiration to be farmers’ closest supporter is solutions for first and foremost is the worldwide problem
a source of pride and an enduring commitment of food security that emerged following the COVID-19
pandemic and the invasion of Ukraine. The world'’s

population reached 8 billion in 2022, and is expected to

The history of ISEKI Group began when our founder reach approximately 10 billion around 2050. Considering
Kunisaburo Iseki established Iseki Farm Implement Trading that just over ten percent of the world’s population
Co. in Aratama-cho, Matsuyama City, Ehime Prefecture, are suffering hunger, boosting food production is a
and started manufacturing fully-automated rice hullers. pressing issue. However, the land area under cultivation
Having inherited the Company’s founding spirit of “freeing cannot be increased due to issues such as the associated
farmers from exhausting labor” in an unbroken line since environmental burden and reduced availability of farmland
then, in 2025, we will mark the 100th anniversary of the caused by industrialization and desertification. Thus,
Company’s founding. improved agricultural productivity is essential. In Japan,
Comparing Japan’s rice farming in 1960 with that of as in other countries, food security, including the stability
today, the energy required to produce one unit of rice has of food supplies and food self-sufficiency, is a key issue.
decreased to around one-seventh of what it was. It was ISEKI On the other hand, the riding lawn mowers and compact
Group that drove the mechanization and modernization that tractors that we supply primarily to the European market
made this possible, leveraging its technological capabilities are utilized for landscaping, such as maintenance of parks
in product development. Even today, the Group’s continued and fields, road cleaning, and snow clearing. Through such
high ranking in terms of the number of patents acquired per uses, they help to make villages and towns comfortable,
specialty field is testament to its long-inherited aspiration to thereby contributing to an improved quality of life for
be farmers’ closest supporter. citizens. ISEKI Group has a long history in the European

We strive to contribute to the creation of the prosperous
and sustainable society through “providing innovative
products and higher quality of services to the customers”

[Long-term vision]
To be a “Solution Provider for Agriculture & Landscape”

Founding spirit
To free farmers from exhausting labor

As we approach the 100th anniversary of our foundation,
I I To be a “Solution Provider for Agriculture & Landscape”
‘tAI{.e ;’Vbll I I pu Isue bUSI ne§s ma nagement — Supporting a farming industry full of dreams and beautiful landscapes and?reating a future of sustainable agricultf:e and landscape —
dl Dalances economic purpose

Farmin SDGs to be realized by ISEKI Group through its business
with social purpose
Food prodyffion machinery Envifonmental Toward the realization of a sustainable society
prescygtion Supporting the enhancement of resilience in agriculture

and drive through henkaku (Change)
targeting a “new ISEKI"

Landscaping for comfortable villages and towns
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Message from our President

market, where recognition of the ISEKI brand is high.

In recent years, we have addressed the issue of growing
environmental awareness by developing and supplying
more electrification products. All these fields associated
with improvements in agricultural productivity and quality
of life are areas in which the Group’s strengths can be
leveraged.

In light of this, in February 2021 we redefined ISEKI
Group’s Purpose, taking into account the strengths we
had accumulated and the social issues we needed to
seek solutions for. In conjunction with this, we decided
on the Corporate Philosophy “We strive to contribute to
the creation of the prosperous and sustainable society
through ‘providing innovative products and higher quality
of services to the customers.”” We also set the long-term
vision of becoming a “solution provider for agriculture and
landscape.”

Farming safeguards food and land and provides the
foundation to realize prosperity for people and society.
We regard it as our Purpose to become such a corporate
group—one that supports farming and farmers, and
provides solutions to associated issues (please refer to
“Long-term vision” in the bottom figure on P14). We
also believe that these business activities on the part of
ISEKI Group can contribute to solving the challenges
of the SDGs. ISEKI Group identified certain materiality
(priority issues) that it will address for the achievement of
its aspirations and long-term vision, and linked these to
specific SDGs as the basis for pursuing related activities
Particular SDGs to which we believe we can contribute
through improved agricultural productivity are Goal 1,
“No poverty” and Goal 2, “Zero hunger.” We also believe
we can contribute to Goal 11, “Sustainable cities and
communities” through improvement of quality of life.

ISEKI Group will use the knowledge and experience we
have cultivated over the years to fulfill social responsibilities
and contribute to solving the challenges of the SDGs with
the aim of remaining an essential company.

Review of the fiscal year ended
December 31, 2022

During FY2022, we were buffeted by
a dramatically changed business environment

In the fiscal year ended December 31, 2022, sales declined
in the Japanese domestic market, which accounts for
almost 70% of the Group’s net sales. This reflected
deterioration in purchasing sentiment among farmers as

a result of falling rice prices combined with soaring prices
for agricultural materials such as fertilizers and pesticides.
Moreover, the effects of the COVID-19 pandemic and the
invasion of Ukraine led to supply chain disruption including
lockdowns affecting overseas factories and delayed
procurement of semiconductors. This prevented us from
adequately procuring key components previously sourced
overseas, and as a result, we were unable to supply
enough of the large agricultural machinery that is the main
focus of the Group’s business.

Meanwhile, in overseas markets we again achieved the
highest net sales on record, almost reaching our target for
2025, the final fiscal year of our Mid-term Management
Plan. Key contributors to this result were strong

ISEKI Report 2023

performances by landscaping machinery in Europe and by
compact tractors in North America, along with continuing
depreciation of the yen. As a result, sales in Japan and
overseas combined were in line with the Plan.

In terms of earnings, we were impacted by further
escalation in raw material prices, and despite our efforts to
absorb the additional costs by raising the prices we charge,
in the domestic market the benefits remained limited,
and as a result operating income declined. However, our
calculations show that, supposing raw material prices had
not soared, our operating margin would have exceeded the
3% targeted for FY2022 under the Mid-term Management
Plan. We therefore believe that the benefits of measures
implemented under the Plan have started to emerge to
some extent. Meanwhile, operating cash flow for the
year was negative, primarily due to increased inventories
following a delay in receiving stock as a result of delayed
parts procurement at an OEM partner in North America,
as well as the impact of consolidation of ISEKI Germany.

It was a year in which we were buffeted by a dramatically
changed business environment, leaving us with issues to
address in terms of the Group’s resilience going forward.

Priorities in the fiscal year ending
December 31, 2023

We will speed up henkaku (Change) to achieve
our Mid-term Management Plan goals

Indicating a path toward a 5% operating margin

ISEKI Group’s results forecasts for the fiscal year ending
December 31, 2023 are as follows: 176.5 billion yen in
net sales (a 5.9% increase year on year), 4.5 billion yen
in operating income (a 27.3% increase year on year), 4.0
billion yen in ordinary income (a 6.3% increase year on
year), 2.6 billion yen in profit attributable to owners of
parent (a 36.9% decrease year on year). In addition, we
set the target of restoring our operating margin to 2.5%
in the fiscal year ending December 31, 2023 to establish
a path toward achieving the 5% operating margin set as
the Mid-term Management Plan’s numerical target for the
fiscal year ending December 31, 2025.

ISEKI Group’s Mid-term Management Plan comprises
two basic strategies. The first is provision of the best
solutions. The second is enhancement of corporate
value by strengthening profits and reinforcing corporate
governance; that is to say, a transformation into a company
with a lean and streamlined business structure that can
constantly generate profit without being affected by the
fluctuation in sales.

Addressing structural changes in
Japan'’s agricultural industry
(Provision of the best solutions)

The Strategy for Sustainable Food Systems, MIDORI,
implemented by the Ministry of Agriculture, Forestry and
Fisheries, is now well underway and structural changes in
Japan’s agricultural industry are progressing in line with
the strategy’s keywords of environmental preservation
and smart agriculture. ISEKI Group too is stepping up

its initiatives to expedite these structural changes. One

of our killer products in this regard is the Aigamo-Robo
weeding robot. The robot makes it possible to control the
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growth of weeds in rice paddies without using chemical
pesticides. We formed a capital and business alliance with
Yukimai Design Co., Ltd., the robot’s developer, and after
conducting demonstration experiments on the product in
more than 200 locations and adjusting its design, full-scale
sales were launched in 2023.

In addition to making steady progress on collaboration
with local governments and private-sector companies to
disseminate and promote environmentally sound smart
agriculture, we are continuing to focus on developing
products and deploying sales strategies catering to the
increase in large-scale farming and the transition to smart
farming.

In large-sized agricultural machinery, we will seek to
expand sales with a focus on the “All Japan series” of
products for large-scale producers. In smart agricultural
machinery, we made progress with deployment of our
GPS-enabled straight-travel assist function, launching
a new product in the mid-sized tractor class in 2022.

In 2023, our 10-row rice transplanter and “JAPAN"-brand
combine harvester, both equipped with the same straight-
travel assist function, started full-scale operation. Looking
ahead, we will continue striving to expand sales of smart
agricultural machinery and expedite further releases

of products catering to structural changes in Japan’s
agricultural industry.

Meanwhile, we are providing services, including
information and know-how, by continuing to expand
our large-scale maintenance facilities and improve our
educational programs and other offerings catering to the
needs of large-scale farmers. In addition, we are expanding
our concept of services, hastening the use of data obtained
from smart agricultural machinery in new sales services, as
well as in products, to drive forward the evolution of an
agricultural business model based on total ICT solutions.

Measures for Europe, North America, and Asia
(Provision of the best solutions)

ISEKI Group operates its overseas business in three regions.
The first is North America, where we supply compact
tractors, primarily of 40HP or less, for private users. The
second region is Europe, where we supply tractors and
lawn mowers for landscaping. The third region is Asia,
where we supply agricultural machinery for rice farming,
drawing on our technological development cultivated in
Japan. Overseas sales have increased steadily as a result

of implementing measures in the Mid-term Management
Plan and currently account for over 30% of total sales. We
will continue targeting further growth, seeking the best
solutions for each region.

Demand in the North American compact tractor market
increased significantly in recent years due to lifestyle
changes spurred primarily by city dwellers’ increasing
tendency to move out to the suburbs during the COVID-19
pandemic. Currently, however, changes in national
monetary policies and other factors have led to an ongoing
correction phase. We will forge even closer collaboration
with our business partner AGCO Corporation and seek to
expand market share by implementing product strategies
aligned with the characteristics of each region and
improving sales and services.

In Europe, demand for tractors and lawn mowers for use
by individual consumers started expanding in 2021, and is
still growing robustly. At the same time, sales are strong in
the market targeting professional users, where ISEKI Group
commands a strong presence. We already commenced

limited sales of electric riding lawn mowers and will use
this as a first step in accelerating the roll-out of electric
products, enhancing our lineup of environmentally-friendly
offerings. In addition, we established the capacity to
strengthen our sales channels in Europe by making local
distributor ISEKI Germany into a consolidated subsidiary.

In Asia, meanwhile, we strengthened the sales channels
of IST Farm Machinery Co., Ltd. (IST), our consolidated
subsidiary in Thailand. In the Thai market, we had already
started selling low-priced compact tractors manufactured
in India, and we began expanding sales of these, including
tractors for farming field crops other than rice, transitioning
to a full-scale growth phase for these products.

| Consolidated net sales

M Japan Overseas (Billion yen, %)
176.5
166.6
1559 1498 1493 198

9 31.2%
213% 2159% 224% 258% 4% °

Dec. 2018 Dec. 2019 Dec. 2020 Dec. 2021 Dec. 2022 Dec. 2023
(Forecast)

Establishment of an optimal production system
(Enhancement of corporate value by strengthening
profits and reinforcing corporate governance)

With regard to ISEKI Group’s key challenge of improving
profitability, we are doing so by pursuing the priority
measure of establishing an optimal production system at
our production sites in Japan and overseas. Our Japan-
based production sites in particular are dedicated to specific
products, presenting issues with regard to duplication of
human resources and equipment, and standardization of
production processes. We will seek to improve productivity
by reorganizing this structure to make effective use of
equipment and the optimal placement of Group personnel
with the overall aim of reforming the structure of our
business and improving management efficiency.

We are already contributing to the establishment of
an optimal production system by taking steps to shift
production of certain models manufactured at our
Matsuyama production site to PT. ISEKI INDONESIA. Since
PT. ISEKI INDONESIA first started manufacturing tractors
for the North American market in 2014, its production
volumes have increased continuously as a result of
expansion in the overseas business and an enhanced lineup
of models for the ASEAN and European markets. In March
2023, we completed the addition of a new factory building
that we had undertaken as an initiative to continue
increasing production volumes by further expanding the
overseas business and shifting more of our production.
We will use this initiative as a first step in accelerating our
establishment of an optimal production system on a global
basis and improving profitability.

Thus, we are steadily implementing the measures detailed
in our Mid-term Management Plan, but we are still only
partway toward achieving our target of a 5% operating
margin. We are seeking to establish a path toward

ISEKI Report 2023
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| Mid-term Management Plan progress and projections

°°°°° Mid-term Management Plan —O— Results

Speed up henkaku (Change)
by accelerating and fully
exploiting the Mid-term
Management Plan’s priority
measures to achieve

an operating margin of 5%

2020 2021 2022

(Forecast)

an operating margin of 5% by accelerating and fully
exploiting the Mid-term Management Plan’s priority
measures in order to speed up henkaku (Change).
Furthermore, we will create operating cash flow of 60
billion yen cumulative over the five years of the Mid-

term Management Plan by taking steps to optimize our
inventories, which increased due to supply chain disruption,
and to steadily trim down property, plant and equipment
and improve management efficiency. Using this cash,

we will strive to reform the structure of our business and
reduce interest-bearing debt, aiming to achieve ROE of 8%.

Aiming for sustainable growth

We set up the ESG Committee, establishing
a framework that enables the management team
to strengthen their involvement

In August 2022, we set up the ESG Committee as

a consultative body of the Board of Directors regarding

the enhancement of ISEKI Group’s ESG initiatives. The
Committee is comprised of Directors and Corporate
Officers, and is chaired by an Independent Outside Director.
In principle, Committee meetings are held each month,
and the Committee seeks to find solutions for the Group’s
materiality by examining and deliberating ESG-related
initiatives for the Group as a whole from the perspective

of risks and growth opportunities. Such initiatives include
responses to climate change, respect for human rights, and
employee health. The results of deliberations at Committee
meetings are recommended to the Board of Directors,
which in turn deliberates and determines important
matters. This has established a framework enabling the
management team to strengthen their involvement. Eight
working groups (WGs) have also been set up, and these are
actively pursuing related activities. Through such initiatives,
we are driving our ESG-related activities forward.

Environmental initiatives

ISEKI Group practices environmental management, treating
realization of a decarbonized and recycling-oriented
society as a materiality. In 2022, we formulated a new
Environmental Vision and reviewed the Basic Environmental
Policy and mid- to long- term environmental targets.

In terms of specific initiatives, we are enhancing our lineup
of environmentally-friendly products and services, such

as proposals for environmentally sound smart agriculture
and electrification products. In addition, we are replacing
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equipment at the Matsuyama production site (our “mother
factory”) with a view to switching energy sources from
heavy oil to liquified natural gas (LNG). We also announced
our endorsement of the Task Force on Climate-related
Financial Disclosures (TCFD) Recommendations and started
disclosing information in line with these recommendations.
Going forward, we will continue contributing to solutions
for climate change issues and reduction of agriculture’s
burden on the environment.

Initiatives related to human capital and diversity

Active participation in the workplace by women is an
indicator of diversity and inclusion. Our local subsidiaries
overseas have female employees serving as Directors, and
at our Thai subsidiary IST, women account for more than
half of departmental general managers. We are using these
women as role models to introduce the same practices in
Japan and create the necessary conditions for establishing
a corporate culture in which women can participate
actively. In addition, ISEKI Group participates in the
NOGYOJOSHI (female farmers) project by the Ministry of
Agriculture, Forestry and Fisheries. Through such activities,
we are exploring the potential for spurring female farmers
into action.

Meanwhile, we are pursuing optimal placement of
personnel by transferring individuals among Group
companies, thereby concentrating resources on our
priorities. For instance, in Asia, which is an engine of
our overseas growth, as well as a region where we can
leverage the know-how cultivated in Japan, we are
seeking to accelerate growth by assigning executives
currently working in Japan-based sales. Meanwhile, we
are working to further enhance our employee education
programs relating to diversified recruitment and digital
transformation (DX), among other topics.

At the meeting of the Board of Directors held on
February 28, 2023, ISEKI Group passed resolutions
approving a policy for human resources development and
a policy for workplace environment creation. ISEKI Group
will continue to maximize its human resource capability by
focusing on enhancement of employee engagement and
human resource transformation.

Initiatives to reinforce corporate governance

ISEKI has established the Nomination and Compensation
Committee, comprised of two Representative Directors
and three Outside Directors, as a consultative body of the
Board of Directors regarding compensation of Directors
and Corporate Officers. In 2022, we revised the Directors’
compensation system on the recommendation of
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the Nomination and Compensation Committee.

The purpose of this revision was to make compensation’s
link to business results and share value more explicit. The
revision is intended to increase Directors’ focus on helping
to improve business results and enhance corporate value
over the medium to long term by ensuring that they

have the same interests in the risks and benefits of share
price fluctuations as shareholders. Other initiatives we are
actively pursuing include evaluations of the effectiveness of
the Board of Directors to revitalize the Board and improve
its functions. Meanwhile, we will strive to improve the
Price Book-value Ratio (PBR) by taking steps to enhance
corporate value including (1) improving profitability,

(2) improving asset and capital efficiency, (3) providing
shareholder returns, and (4) conducting appropriate
investor relations activities, including better communication
of our growth strategies.

Toward the next 100 years...

Pursuing an economic role alongside a social role

ISEKI Group, Japan’s only integrated manufacturer
specializing in agricultural machinery, has always
founded its business on an aspiration to be farmers’
closest supporter. This aspiration is rooted in an abiding
commitment to acting first and foremost for the benefit
of customers. This is our greatest strength, and | believe
it is precisely because we are fulfilling this social role that
we have been able to continue operating our business for
almost 100 years.

Recent developments such as COVID-19 and the
invasion of Ukraine have triggered growing interest in food

security, improved food self-sufficiency, and other food-
related issues. Agriculture supports food supply, including
addressing the need for increased food production to cater
to future population growth. As such, agriculture, and the
landscaping business, which supports people’s daily lives,
are being recognized anew as essential businesses. | believe
that ISEKI Group, which facilitates the agriculture and
landscaping businesses, can grow while continuing to fulfill
its social role by contributing to these businesses through
activities that support customers.

Moreover, for the Group to sustain its development
over the next 100 years and continue providing innovative
products and higher quality of services to customers, we
must operate our business in such a way that a diverse
range of stakeholders, including shareholders, suppliers,
and employees, can feel confident about joining forces
with us. In other words, it is essential to generate adequate
profits and fulfill an economic role as well.

These two roles do not need to be prioritized one above
the other; | believe they can balance and complement
each other as they progress. However, ISEKI has become
accustomed to lagging behind somewhat in terms of
pursuing its economic role. Now, therefore, we are driving
through henkaku (Change) so that in 2025, when we
mark the 100th anniversary of the Company’s founding,
ISEK| operates in such a way that it fulfills its economic
role in addition to the social role it has contributed to
over the years. In order to achieve this, | consider it my
own personal responsibility to involve the entire Group in
a concerted effort to drive forward the aforementioned
transformation into a company with a lean and streamlined
business structure. | hope we can continue to rely on your
support as we endeavor to forge a “new ISEKI.”
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Value Creation Process

ISEKI Group engages in business activities that are founded on its corporate philosophy and governance

and that leverage the capital supporting the Group as well as its unique strengths. In doing so, we provide
customers with products and services that meet a variety of needs, thereby creating social and economic value.
By addressing social changes and issues and reflecting them in the Mid-term Management Plans and materiality,
and continuing this cycle of value creation, we strive to solve social issues and contribute to the “creation of a
prosperous society,” while achieving sustainable growth and enhancing corporate value of the Group.

Changes and challenges in Japan Changes and challenges in the world Environmental issues Other trends

Social changes ¢ Decrease in number and aging of farmers * Population growth, growing needs for food production increase e Climate change ¢ Rapid technological innovation
and issues ¢ Increase in size of farm business ¢ Food security (stable production and supply) ¢ Natural disaster ¢ Spread of infection

» Accelerated digitalization e Decline in number of farmers due to economic development ® Energy and resource issues e Lifestyle change
* Improved productivity ¢ Improved productivity * Reduction of environmental burden ® Geopolitical risks

Human capital

Diverse human resources that enable ISEKI Group growth
* number of employees (consolidated): 5,454

Center for Human Development for experts specializing
in the fields of development, production, sales,

and services (IETC/ITTC/IGTC)

Intellectual capital

Patents held as well as high-level technological
capabilities and intellectual properties

¢ Number of patent application registrations per specialty
field in Japan: No.2

* Patent allowance rate (in all industries) in Japan: No.1
o Number of invention awards received in Japan: 232

- - - Devel
Manufacturing capital (sites) ev:rt])g ment Domestic

Production and sales sites in Japan and overseas manufa(turing sales
* Global production bases: 5 P35-38
* Large-scale maintenance facilities in Japan: 54

Dream Agricultural Research Institute

Creation of

Social value

Value creation with stakeholders

an affluent society

®Provision of products and services
contributing to solving social issues

@ Contribution to the formation of circular
society in the global environment

® Mutual sustainable growth and
improvement of corporate value

with suppliers SUSTAINABLE

®Revitalization and development of local

communities DEVELOPMENT

@ Creation of diverse human resources o,
and provision of rewarding workplaces 5“"~'

®Stable dividend payment

Contribution to SDGs achievement

Solution Provider for
Agriculture and Landscape

Social and relationship capital (network)

Collaboration with partners, municipalities, research

institutions, and universities in Japan and overseas

* Japan: number of collaborations with national and local
governments and private-sector companies: 9

 Overseas: number of overseas strategic partners: 2

 Development: number of joint development with research Overseas sales
institutions and universities: 13 themes

Natural capital

Initiatives aimed at reduction of environmental burden
Promotion of environmentally sound smart agriculture
® EMS certification acquisition rate: 95%

Financial capital

Source of business activities and growth investments
e Cash and deposits: 10.7 billion yen

o Interest-bearing debt: 68.1 billion yen

o Net assets: 72.3 billion yen

Economic value

Enterprise value of ISEKI Group

@ Improvement of corporate value through Realization of ISEKI Group
sustainable growth

® Accumulation of technology and expertise

@ Establishment and reinforcement of trust
with stakeholders

®Improvement of corporate brand
@ Investment for growth

long-term vision
(2030)

Mid- to long-term environmental targets

Reduction of group-wide

COz emissions
Consolidated operating margin: 5%

Cash flows from operating activities: 46% reduction .by FUBEY
five-year cumulative total of 60.0 billion yen (Compared with 2014)

2025 targets for the Mid-term Management Plan
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Management Philosophy and Corporate Governance

Solving social issues and enhancing corporate value through creation of social and economic value
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Materiality

Materiality refers to the important issues that ISEKI Group will address as a priority for the achievement
of ISEKI Group’s aspirations and long-term vision. We have revised our materiality by aligning them with
risks and opportunities identified through SWOT analysis, etc., as well as our visions and management

Materiality

Vision (2030)

Related SDGs Risks and

ISEKI Group's value creation aims

strategies, after review with external sustainability expert organizations. We have set KPIs, and formulated
and implemented a plan for specific initiatives for each materiality item. The ESG Committee manages the
progress and reports to the Board of Directors.

opportunities

Focused themes Status of

Opportunities

(strategies) activities

Response to changes in policies of individual governments
Competition with other companies, changes in economic New demand and needs Expansion of advanced technological
Develop products and generate business that contribute to the conditions and the environment of agriculture Generation of business and creation of new value through innovation intellectual properties Responses to changing demand and needs PA3_16
Common creatioﬁ gfthe tos er%us and sustainable societ Climate change, reduction of environmental burden, natural Increase in demand for electrification products Increase in the proportion of research Generation of business and creation of new value through P51-53
prosp y disasters, infectious diseases, etc. Dissemination of electric products in the landscaping business and personal | and development investment in priority | innovation
Lagging behind Chinese and other competitors in the European hobby market strategic fields
and U.S. zero-emission (EV) product markets
. o . . o . . Larger scale of Japanese agriculture, diversification of cr . . ) . .
® Contribute to the realization of sustainable agriculture Decline in the number of farms in Japan, advancing age of Dae\?joscgsaiuifioeesﬁsu?e g?:etgtglt)?lite;f f;itdosuo lciec;ps Dissemination of large-sized agricultural | Strengthening of initiatives for large-scale farmers
E Japan | through the dissemination and promotion of agriculture farmers, and slowdown of demand due to an increase in Dissem?nat'\on of smart aariculture (datg-driven andpgnv'\ronmentall sound agriculture) machinery and smart agricultural Strengthening of DX and smart strategies P35-38
ag‘ that uses smart agricultural machinery and data contracting of farm work b hins with entit g her industries through Y 9 machinery Acceleration of revenue-expenditure structural reform
a 52 artnerships with entities in other industries through DX i . .
2 > é Contribute to the improvement of productivity Progress in mechanization of agriculture in ASEAN, India, and other regions where rice Build foundations for ASEAN business based on IST
E % g A thrqug;lh thle mecr?amzanon pf'ag.ngéjltulre by prpwdm(g; |s.the mam.cropf e Gatadi o ! - A wider spread of aur products in the Bring hk|gh performance, large-scale agricultural machinery
2 2 sia | agricultural machinery to suit individual countries an Dissemination of smart agriculture (data-driven and environmentally sound agriculture) | oo region to market _ P39, 42
=) £ regions, leveraging the rice-growing technologies ) o A . in East Asia, etc. Enhancement of service systems
2 = developed in Japan Emggg?og prices, rise of Indian, South Korean, and Chinese Expansion of price competitive products manufactured by TAFE into the ASEAN market Build a new business model through collaboration with TAFE
p= B o Support the enhancement of private lives including ; . " Support for AGCO brand strategy development
= E‘E A%Oerrtirc]a hobby gardening and farming through provision of Crfg(njisésand other manufacturers leading the competition of EV New d d for electrificati ducts, et Bring machinery with reduced cost and economical P39, 40
3 £% small-sized tractors, etc. P CeV\{ ,s”t‘ar; tﬁr eSS%H ica "0“ prho ucg etc; ble cit d ies” b Expansion of sales of tractors and lawn | specifications to market
- %_é‘ b he devel ol - | ~ontribute OI ef s gog s iuc as >ustainable cities and communities by | iqyers for North America and Europe Reconstruct sales network with a view to consolidation
= 23 | Furope | Contribute to the development of pleasant communities Qo Increasing sales of our products Expand products such as electrification products P39, 41
s £ by safeguarding beautiful landscapes and environments Streamline f q dimol '
= procurement of consumer products and implements
Increase in demand for products and services that accommodate changes in
Tightening of environment-related regulations and standards the agricultural environment
Realization of Decline in demand due to changing market needs + Conservation of energy and labor Eco-product sales ratio
) . L ) ) Decline in competitiveness due to delays in responding to GHG « Reduction of greenhouse gas emissions Land area organically farmed (rice) .
a decarbonized | Contribute to the realization of a decarbonized and recycling- | 7=y FEEg emission reduction solutions « Reduction of fertilizer and agrochemicals Response to dimate change P54-57,
and recycling- | oriented society through business activities that take the 0] £ 3 “E ion of ic farmina. et Preservation of biodiversity P61-62
oriented environment into consideration - - — Xpansion of organic arming, etc. e - Resource circulation in production
socie Suspension of product and service provision systems due to Cost reduction through the introduction of facilities with high environmental . -
1y : - Reduction of CO2 emissions
natural disasters such as typhoons and floods efficiency Reduction and reuse of production
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Materiality identification process

In identifying materiality, materiality was examined
from both aspects of the realization of corporate
philosophy and long-term vision of ISEKI Group and
social issues (social demands and expectations).
Based on the suggestions from the dialogue with
external sustainability expert organizations, senior
management discussed and identified materiality to
be addressed by the Group.
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Identification of issues

® [ssues were identified based on social issues and various
guidelines (ISO26000, GRI, SDGs, etc.).

@ Issues were identified by identifying risks and opportunities
through SWOT analysis.

® The process identified issues to be addressed as a priority for
the creation of social and economic value through business
activities and issues to be addressed from the perspective of
risks and opportunities in business activities, such as
environmental changes, impediments to business activities,
and burden on the global environment.

Raw
materials

Issues identified from the perspective of opportunities and risks in business activities

Evaluation of materiality

® Evaluate the importance of the issues
identified from the perspective of
impact on society and impact on ISEKI
Group.

Evaluation of reasonableness

® [ssues and the reasonableness of the
results of the evaluation of importance
are discussed at the ESG Committee
and reviewed by external sustainability

expert organizations.

Maximum

Impact on society

>

Great Impact on ISEKI Group Maximum

Identification of materiality

® The materiality to be addressed by
ISEKI Group are identified through
deliberation and resolution at the ESG
Committee and the Board of Directors.

® The ESG Committee and the
Materiality Working Group deliberate
once a year whether or not a review
of materiality is necessary.
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ISEKI Group’s value creation aims

Financial and capital strategies

While identifying changes

in the business environment,

we improve our financial structure to
enhance our cash-flow creation capabilities.

Shuichi Jinno

Director & Senior Corporate Officer
in charge of Finance and IT Planning

Message from Director in charge of Finance

During 2022—the second year of our Mid-term

Management Plan—future prospects looked uncertain as
Russia’s invasion of Ukraine caused raw material prices
to soar even higher than previously, while the impacts of

COVID-19 still persisted.

Despite such circumstances, it was a year in which we
made reliable progress with measures targeting growth,
such as contributing to the Mid-term Management Plan’s
priority measure of establishing an optimal production
system by shifting production of lawn mowers overseas,
investing in a company pursuing organic farming, and

subsidiary. However, it was also a year that gave rise to
challenges we must overcome, such as deterioration in
operating cash flow resulting from increased inventories.

We continued to pursue the Mid-term Management
Plan’s basic strategy of improving profitability through
structural reforms and management efficiency
improvements, and also took steps to improve asset
efficiency, aiming to create operating cash flow of 60 billion
yen cumulative over the five years from 2021 to 2025. We
are also aiming to achieve ROE of 8% by 2025, the final
year of the Mid-term Management Plan.

making one of our European distributors into a consolidated

| Basic financial policy in the Mid-term Management Plan

Improvement of operating margin

Capital investment

v Operating margin of 5% (2025)

® Improvement of gross profit
® Improvement of fixed cost ratio

Within range of depreciation

Thorough implementation of

Creation of cash flows capital cost perspectives

® Optimization, and selection and
concentration

Improvement of asset efficiency

Operating cash flow

60 billion yen
(5-year cumulative)

Reduction of interest-bearing liabilities

v D/E ratio (). 8 times (2025)

v Improvement of CCC

v Reduction of inventory

v Optimization of non-current assets
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¢ Shareholder return
Aim for ROE of 8%
Continue stable dividend payment

Introduction ISEKI Group's value creation aims Business strategies for value creation

Foundation for sustainable growth Financial and non-financial data Company profile / Stock informatior

Review of the fiscal year ended December 31, 2022

In the fiscal year ended December 31, 2022, the second fiscal
year of the Mid-term Management Plan, the trend of overseas
business expansion became more pronounced with another
consecutive year of record high overseas sales, among other
achievements.

In terms of profits, we were unable to fully compensate for
the soaring raw material prices by raising the prices we charge,
causing operating income to decrease by 0.6 billion yen year on
year to 3.5 billion yen, while the operating margin was 2.1%.
However, we posted extraordinary income including 2.5 billion
yen in gain on change in equity relating to a Chinese equity-
method subsidiary’s capital increase and recorded bottom-line
profit of 4.1 billion yen, up 0.9 billion yen year on year.

| Operating income / Profit attributable to owners of parent / ROE

M Operating income (100 million yen)
[& Profit attributable to owners of parent (100 million yen) 6.2%
<O- ROE (%) 5.1%

Dec. Dec. Dec. Dec. Dec.
2018 2019 2020 2021 2022

| Inventories / Inventory turnover period

M Inventories (100 million yen)
<O-Inventory turnover period (months)

Dec. Dec. Dec. Dec. Dec.
2018 2019 2020 2021 2022

With regard to the balance sheets, inventories increased
significantly, primarily due to a delay in receiving stock as
a result of a shortage of locally procured parts at an OEM
partner in North America, as well as the impacts of supply
chain disruption. This also led to expansion of interest-bearing
liabilities, but increased net assets resulting from higher profits
enabled the D/E ratio to be maintained at 0.94 times, on a par
with the previous fiscal year.

In terms of cash flows, both operating cash flows and free
cash flows (FCF) were negative, having decreased substantially
year on year due to increased inventories.

| Operating cash flows / Free cash flows

O~ Operating cash flows (100 million yen)
-O- Free cash flows (100 million yen)

= & =

-63
Dec. Dec. Dec. Dec. Dec.
2018 2019 2020 2021 2022
| Interest-bearing liabilities / D/E ratio
Ml Interest-bearing liabilities (100 million yen)
<O~ DIE ratio (times)
1.1
1.01 1.00
0.93 0.94
697 693 693 681
621
Dec. Dec. Dec. Dec. Dec.
2018 2019 2020 2021 2022

Measures aimed at improvement of financial structure

> Improvement of profitability

In order to achieve the operating margin of 5% targeted in
our Mid-term Management Plan it will be essential to enhance
efficiency in both manufacturing and sales.

In a specific initiative targeting manufacturing, we are seeking
to enhance productivity and reduce fixed costs by making
effective use of human resources and equipment at individual
production sites through optimization of production systems in
Japan and overseas. On the sales front, we are making steady
progress in optimizing operating sites and human resources,
focusing primarily on large-scale maintenance facilities.
Furthermore, we are taking steps to enhance operational
efficiency in both manufacturing and sales by introducing robotic
process automation (RPA) and reviewing work processes.

However, from the time we formulated the Mid-term
Management Plan, the business environment has changed at
a dizzying pace, with escalating distribution costs and factory
operating costs in addition to soaring raw material prices.
Unfortunately, we were unable to avoid passing the higher
costs on via our selling prices and we raised our prices on two
occasions, once in 2022 and once in 2023. Going forward,
we will consider raising our prices as appropriate to deal with
rising costs, and will continuously enhance efficiency, aiming to
transform into a company with a lean and streamlined business
structure that can constantly generate profit without being
affected by changes in the business environment.
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ISEKI Group’s value creation aims

Financial and capital strategies

> Reduction and optimization of inventory

As ISEKI Group has a lineup comprising multiple product
categories produced to meet the diverse needs of farmers,
the number of months it takes for inventory turnover

> Selection and concentration of investment for growth
With regard to investments, we are concentrating
investments in priority domains, with decisions that are
based thoroughly on capital cost perspectives. Meanwhile,

tends to be relatively long for a manufacturer. Moreover,
as explained earlier, inventories increased during 2022,

causing the inventory turnover period to deteriorate to 6.7

months.

It is essential to keep inventory at an appropriate level

to create operating cash flow, which is a key target of the

Mid-term Management Plan’s basic financial policy. We
are therefore reducing inventories through finely tuned
adjustments to production levels, while also maintaining
the inventory necessary to ensure stable provision of

products.

we are fulfilling our responsibility as an agricultural
machinery manufacturer by investing funds in new
fields with the capacity to contribute to development of
agriculture and solutions to environmental issues.

We are making steady progress in constructing new
large-scale maintenance facilities to augment existing
efforts to bolster our sales network in Japan. In FY2023
we will continue making proactive investments for growth,
reducing the number of our investments to continue
investing in a well-balanced way.

> Strengthening of Group business administration systems

To achieve our management goals while responding to a management environment that is changing on a daily basis, further
strengthening of Group business administration systems is needed.
We are working to achieve the goals of the Mid-term Management Plan and enhance corporate value by leveraging the
new administrative accounting system that is being introduced to promote more precise management of profitability by
business, as well as business analysis based on capital cost and return on capital.

> Fund-raising through ESG finance

On March 31, 2023, ISEKI entered into a Positive Impact Finance syndicated loan agreement worth a total of 13 billion yen.
Positive Impact Finance enables ISEKI Group to receive a loan providing continuous support for its sustainability-related
initiatives—and in particular activities that can have an impact on achievement of the SDGs—based on a third-party
organization assessing its initiatives as being intended to create a positive impact. We are striving for the realization of a
sustainable society, “agriculture and landscape,” in cooperation with our stakeholders in line with ISEKI Group’s corporate
philosophy, “We strive to contribute to the creation of the prosperous and sustainable society through ‘providing innovative
products and higher quality of services to the customers.

Impacts ‘ Overview of KPIs SDGs Impacts Overview of KPIs SDGs
Water . . 12 1 Utilization rate of paid leave
p Reduction of volume of chemical e . :
(quality) / Employment Ratio of managers hired
Air 7 Sail substances used (%) (ele] mid-career
Reduction of volume of water used
z:fsigil;\cf (%) el Inclusive and sound | Ratio of women hired / S
Y | Reduction of total material input (@) econom Ratio of female managers
& safety (%) y
Fozquscctci)%g c1>f8$(2)>2 emissions B Education / Participation in the
Climate b o Inclusive and sound | NOGYOJOSHI
I(gttéa;évgs) to reduce CO2 emissions & economy / Food (fernale farmers) project
; . = Resource efficiency . - -
Reduction of final volume of waste P Eco-product ratio in R =
LR G (%) (@) g(lis:qfei? / Air domestic sales Q0 | &
Percentage of invention proposals Biodive_:rsity an_d Land area organically
Food related to advanced technologies E E(c)c(;lccj)glcal services / farmed (rice) E E

Shareholder return policy

ISEKI considers stable dividend payments to shareholders
to be a key policy of the Company. As a premise of
ongoing business activities, we have adopted a basic policy
of continuing stable dividend payments, after taking into
comprehensive consideration factors such as the profit
foundations, future business developments, and changes
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in the management environment, while aiming to maintain
and improve financial soundness. Going forward, we will
strive to meet shareholders’ expectations by achieving
sustainable growth and enhanced corporate value by
improving the financial structure and building firm financial
foundations.
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