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Part I Company Information

Section 1 Overview of the Company

1 Key Financial Data

(1) Consolidated financial data, etc.

Fiscal year 2021 2022 2023 2024 2025

Fiscal year-end December 2021 | December 2022 | December 2023 | December 2024 | December 2025
Net sales (N}I]{cl:ll)on 258,874 340,371 363,946 350,114 322,960
Ordinary income (N;clllll)"“ 24,770 42,521 41,607 22,579 26312
Net income (loss) attributable (Million
to owners of the parent en) 16,105 22,418 25,468 (56,485) 20,078
company Y
Comprehensive income (1\/}[%1;)0 n 39,006 56,689 67,435 (22,191) 40,577
Net assets (N;clllll)"n 256,570 300,868 360,103 324,740 352,846
Total assets (1\/}[71;1111; n 512,503 576,465 640,005 643,517 664,033
Net assets per share (Yen) 1,075.19 1,260.95 1,521.89 1,354.46 1,491.09
Net income (loss) per share (Yen) 75.55 105.16 119.45 (264.77) 94.05
Diluted net income per share (Yen) - - - - -
Equity ratio (%) 44.7 46.6 50.7 44.9 47.9
Return on equity (%) 7.5 9.0 8.6 (18.4) 6.6
Price-to-earnings ratio (Times) 16.0 10.2 8.6 3.5 10.3
Cash flows from operating (Million 38,072 41205 62,074 64,471 55,872
activities yen)
Cash flows from investing (Million
activities ven) (35,282) (49,900) (47,632) (70,777) (51,052)
Cash flows from financing (Million 1211 (10,629) (14,512) 9,410 (7,689)
activities yen)
Cash and cash equivalents at  (Million 64435 49,377 56459 65.135 64,327
end of the period yen)
Number of employees 4,289 4,378 4,427 4,625 4,436
(Average number of temporary ~ (Persons)
employees: excluded) (448) (434) (382) (358) (363)

(Notes) 1. Diluted net income per share amount is not shown because there were no dilutive shares.

2. The Company has adopted the “Accounting Standard for Revenue Recognition” (ASBJ Statement No. 29, March 31, 2020)
and other standards from the beginning of fiscal 2022. Key financial data for fiscal 2022 and after are those after the
application of these accounting standards.

3. In fiscal 2025, the Company finalized the provisional accounting treatment for business combinations, and the related key
financial data for fiscal 2024 reflect the significant revision of the initial allocation of the acquisition cost due to the
finalization of the provisional accounting treatment.



(2) Financial data, etc. for the submitting company

Fiscal year 2021 2022 2023 2024 2025

Fiscal year-end December 2021 | December 2022 | December 2023 | December 2024 | December 2025
Net sales (N;{cllll‘)"“ 58,646 74,570 78,106 77,985 73,560
Ordinary income (N}I}iellli)on 5,926 21,230 15,068 16,081 15,533
Net income (loss) (N;{cllll‘)"“ 7,126 18,607 12,450 (30,544) 18,789
Common stock (h/}[/iellli)o n 20,436 20,436 20,436 20,436 20,436
Total number of shares issued (Shares) 224,943,104 224,943,104 224,943,104 224,943,104 224,943,104
Net assets (1\/;21111)011 123,897 136,901 147,601 113,221 129,422
Total assets (h;[/gg;)n 327,488 336,648 355,271 352,912 367,603
Net assets per share (Yen) 581.18 642.14 692.26 530.38 606.18
Dividend per share (Yen) 30.00 30.00 36.00 30.00 30.00
(Interim dividend per share) (15.00) (15.00) (18.00) (15.00) (15.00)
Net income (loss) per share (Yen) 33.43 87.28 58.40 (143.17) 88.01
Diluted net income per share (Yen) - - - - -
Equity ratio (%) 37.8 40.7 41.5 32.1 35.2
Return on equity (%) 5.8 14.3 8.8 (23.4) 15.5
Price-to-earnings ratio (Times) 36.1 12.3 17.6 (6.4) 11.0
Dividend payout ratio (%) 89.7 34.4 61.6 (21.0) 34.1
Number of employees 760 763 779 782 727
E?nﬁf,ﬁifynéﬁﬁfory‘fes; (Persons) (203) (206) (190) (174) (166)
excluded)
Total shareholder return (%) 113.1 103.5 102.4 95.2 102.8
(T%’;fiaifg‘l’;i‘gg‘gfvt?é;n w (112.7) (110.0) (141.1) (169.9) (213.2)
Highest share price (Yen) 1,960 1,329 1,387 1,071 1,121
Lowest share price (Yen) 1,139 930 1,018 742 765

(Notes)

1. Diluted net income per share is not shown as there were no dilutive shares.

2. Highest and lowest share prices until April 3, 2022 are quoted market prices on the First Section of the Tokyo Stock

Exchange and from April 4, 2022 are quoted market prices on the Prime Market of the Tokyo Stock Exchange.
3. The Company has adopted the “Accounting Standard for Revenue Recognition” (ASBJ Statement No. 29, March 31, 2020)
and other standards from the beginning of fiscal 2022. Key financial data for fiscal 2022 and after are those after the

application of these accounting standards.

4. Of the 30-yen dividend per share for the fiscal year ended December 31, 2025, the year-end dividend of 15 yen is a matter

to be resolved at the Annual General Meeting of Shareholders scheduled to be held on March 27, 2026.



2 Company History

Date Company history
April 1918 Founded as Tokai Electrode Mfg. Co. Ltd. with the aim of enabling self-sufficient supply of graphite
electrodes (Graphite Electrodes business) and other carbon products (Fine Carbon business) in Japan.
March 1935 Established Second Tokai Denkyoku K. K. to manufacture graphite electrodes and other products. (Merged

with the Company in November 1936)

February 1936

Established Tokyoku Kougyo Co., Ltd. for refractory brick production and research. (Renamed as Tokai
Konetsu Kogyo Co., Ltd. in July 1946. Converted into a wholly owned subsidiary in July 2006)

January 1941

Began production of carbon black at Kyusyu-Wakamatsu Plant. (Carbon Black)

May 1949 Listed on the Tokyo, Osaka, and Nagoya Stock Exchanges. (Delisted from Osaka and Nagoya Stock
Exchanges in October 2003)
June 1975 Company name changed to Tokai Carbon Co., Ltd.

August 1983

Established production technology for isotropic graphite materials at Tanoura Plant. (Fine Carbon)

September 1987

Established TOKAI CARBON AMERICA, INC., a fine carbon sales company, in the US (Integrated with
Tokai Carbon U.S.A., INC. in September 1996)

February 1990

Established THAI CARBON PRODUCT CO., Ltd. (now THAI TOKAI CARBON PRODUCT COMPANY
LIMITED), a carbon black manufacturing and sales company, through a joint venture in Thailand.
(Converted into a consolidated subsidiary in June 2000. Converted into a wholly owned subsidiary following
the Company’s acquisition of additional shares in August 2017.)

January 1992

Merged with Toyo Carbon Co., Ltd. and added the Shiga Plant, Yamanashi Plant and Chigasaki Second Plant.
(Expansion of Graphite Electrodes and Fine Carbon, acquisition of Friction Materials business)

August 1996

Established TOKAI CARBON KOREA CO., LTD., a fine carbon processing and sales company, through a
joint venture in Korea. (Converted into a consolidated subsidiary following the Company’s acquisition of
additional shares in May 2018, based on the effective control standards. Acquired additional shares in April
2024, obtaining a majority of voting rights.)

March 1999

Established TOKAI CARBON EUROPE LIMITED, a fine carbon processing and sales company, in the U.K.

July 2003

Established Tokai Material Co., Ltd., a friction materials manufacturing and sales company, in Yachiyo,
Chiba.

July 2005

Acquired a 100% stake in German graphite electrode manufacturer/seller ERFTCARBON GmbH (now
TOKAI ERFTCARBON GmbH), converting it into a wholly owned subsidiary.

March 2006

Established Tokai Carbon (Dalian) Co., Ltd. in Dalian, China as a joint venture for processing and selling
fine carbon. (Converted into a consolidated subsidiary following the Company’s acquisition of an additional
equity stake in September 2013.)

December 2006

Acquired an 80% stake in German fine carbon processing and sales company CARBON INDUSTRIE-
PRODUKTE GmbH group (now Tokai Carbon Deutschland GmbH). (Converted into a wholly owned
subsidiary following the Company’s acquisition of an additional equity stake in July 2013)

September 2007

Established TOKAI CARBON EUROPE GmbH in Germany as European headquarters for Fine Carbon.

April 2013

Established Tokai Fine Carbon Co., Ltd., a fine carbon manufacturing and sales company, in Chigasaki,
Kanagawa.

April 2014

Acquired a 100% stake in Canadian carbon black manufacturing and sales company Cancarb Limited,
converting it into a wholly owned subsidiary.

November 2017

Acquired shares of the US subsidiary of SGL GE, a graphite electrode manufacturing and sales company,
converting it into a wholly owned subsidiary. Company named TOKAI CARBON GE LLC; tri-regional
structure consisting of bases in Asia, North America, and Europe established.

September 2018

US carbon black manufacturing and sales company Sid Richardson Carbon, Ltd. (now Tokai Carbon CB
Ltd.) and its group companies SRCG, Ltd. (TCCB US Ltd.) and New SRCG Genpar, LLC (TCCB Genpar
LLC) converted into wholly owned subsidiaries following the Company’s acquisition of a 100% stake.

July 2019

German carbon and graphite products group COBEX HoldCo GmbH (now Tokai COBEX HoldCo GmbH)
and its group companies COBEX GmbH (now Tokai COBEX GmbH), COBEX Polska sp. z 0.0. (now Tokai
COBEX Polska sp. z 0.0.), and COBEX (Shanghai) Ltd. (procedures for liquidation completed in December
2020; Tokai COBEX (Beijing) Ltd. newly established in September 2020) converted into wholly owned
subsidiaries following the Company’s acquisition of all shares in these companies. Obtained Smelting and
Lining business.

July 2020

Acquired all shares of Carbone Savoie International SAS (trade name changed to Tokai Carbon Savoie
International SAS), a holding company of Carbone Savoie SAS (now Tokai COBEX Savoie SAS), a French
carbon graphite product manufacturer, jointly with Tokai COBEX GmbH.

July 2021

Tokai COBEX Savoie SAS became a wholly owned subsidiary of Tokai COBEX GmbH through its holding
company, Tokai Carbon Savoie International SAS.

April 2022

Moved from the First Section of the Tokyo Stock Exchange to the Prime Market through a review of the
market classification of the Tokyo Stock Exchange.
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Date

Company history

December 2024

Through Tokai Carbon U.S.A., Inc. (hereinafter “TCU”), the Company acquired all shares of KBR, Inc.
(hereinafter “KBR”), which holds 59.8% of the shares in MWI, Inc. (hereinafter “MWTI”), an equity-method
associate of the Company, and converted KBR, Inc. and MWI, Inc. into consolidated subsidiaries. (On
January 1,2026, TCU, KBR, and MWI were integrated into Tokai Carbon GS, Inc. and became a subsidiary
of Tokai Carbon US Holdings Inc.)

June 2025

Production was discontinued at the Shiga Plant due to the restructuring of the graphite electrode production
system.

All equity interests in TOKAI ERFTCARBON GmbH were transferred to Lenbach Equity Opportunities
III. GmbH & Co. KG of Germany.

September 2025

Acquired all shares of BRIDGESTONE CARBON BLACK (THAILAND) CO., LTD. owned by
Bridgestone Corporation and Asahi Carbon Co., Ltd., jointly with THAI TOKAI CARBON PRODUCT
COMPANY LIMITED, a consolidated subsidiary and made BRIDGESTONE CARBON BLACK
(THAILAND) CO., LTD. a subsidiary. Company name changed to Thai Tokai Carbon Product Rojana Co.,
Ltd.




Description of Business

The Group is comprised of the Company (Tokai Carbon Co., Ltd.) and its 31 consolidated subsidiaries and one non-consolidated
subsidiary. The main businesses and the positioning of each Group company are as described below. The six business segments
listed below are based on the same segment classifications shown in “Section 5. Status of Accounting, 1. Consolidated Financial
Statements etc., (1) Notes to Consolidated Financial Statements.”

Business segment Major products Company name
Carbon Black Carbon black (for rubber products, I The Company
black pigments, electric conduction) apan | rokai Unyu Co., Ltd.
Tokai Carbon CB Ltd.
TCCB US Ltd.

TCCB Genpar LLC
Overseas| Cancarb Limited
THAI TOKAI CARBON PRODUCT COMPANY

LIMITED
Thai Tokai Carbon Product Rojana Co., Ltd.
Fine Carbon Specialty graphite materials, solid The Company
SiC, SiC coating Japan | Tokai Fine Carbon Co., Ltd.

Oriental Sangyo Co., Ltd.

Tokai Carbon U.S.A., Inc.

MWI, Inc.

KBR, Inc.

Overseas| TOKAI CARBON EUROPE LIMITED
Tokai Carbon Deutschland GmbH
Tokai Carbon (Dalian) Co., Ltd.
TOKAI CARBON KOREA CO., LTD.

Smelting and Lining | Cathodes for aluminum electrolysis, Tokai COBEX HoldCo GmbH
lining blocks for blast furnaces, Tokai COBEX GmbH
carbon electrodes, etc. Overseas| Tokai COBEX Polska sp. z 0.0.
Tokai COBEX (Beijing) Ltd.
Tokai COBEX Savoie SAS
Graphite Electrodes | Graphite electrodes for electric Japan | The Company
fumaces TOKAI CARBON GE HOLDING LLC
Overseas

TOKAI CARBON GE LLC

Industrial Furnaces | Industrial electric furnaces, silicon .
Japan | Tokai Konetsu Kogyo Co., Ltd.

and Related carbide heating elements
Products Overseas| Shanghai TOKAI KONETSU Co., Lid.
TOKAI KONETSU (SUZHOU) CO., LTD.
Other Operations Friction materials, anode materials for The Company
secondary lithium-ion batteries Tokai Material Co., Ltd.
Japan | Mitomo Brake Co., Ltd.
Tokai Noshiro Seiko Co., Ltd.
KC Kogyo Co., Ltd.
Overseas| Tokai Carbon (Suzhou) Co., Ltd.
Other - Overseas| Tokai Carbon US Holdings Inc.

A structural diagram of the Group’s business activities, as outlined above, is shown on the following page.



Carbon Black

Outsourcing of

Tokai Unyu Co., Ltd.

| | transportation, etc.

Tokai Carbon CB Ltd.

TCCB US Ltd.

TCCB Genpar LLC

Cancarb Limited

Fine Carbon

Supply of raw materials I |

-

Tokai Fine Carbon Co., Ltd.

Purchase of products L

Supply of raw materials I |

Purchase of products L

-

Oriental Sangyo Co., Ltd.

Sale of products |

Tokai Carbon U.S.A., Inc.

MWI, Inc.

KBR, Inc.

Sale of products

THAITOKAICARBON PRODUCT |4
Al

COMPANY LIMITED TOKAI CARBON EUROPELIMITED

Sale of products |

Thai Tokai Carbon Product Rojana
Co., Ltd. . Tokai Carbon Deutschland GmbH
+2 Sale of products
A Tokai Carbon (Dalian) Co., Ltd.
< Sale of prod
. . ts
Graphite Electrodes o &’l TOKAI CARBON KOREA CO., LTD.
TOKAI CARBON GE HOLDING LL{| ﬁ
y Sale of products o . ..
TOKAI CARBON GE LLC \l O Smelting and Lining
—
<
( ) Tokai COBEX HoldCo GmbH
o p—
: < .
Other Operations M Tokai COBEX GmbH

Tokai COBEX Polska

Tokai Material Co., Ltd. Sp.Z0.0.

| Sale of products

Mitomo Brake Co., Ltd Tokai COBEX (Beijing) Ltd.

| Supply of raw materials

] Purchase of products

Tokai Noshiro Seiko Co., Ltd. Tokai COBEX Savoie SAS

h 4

| l Supply of raw materials

Tokai Carbon (Suzhou) Co., Ltd.
] Purchase of products

h 4

Industrial Furnaces and

%KCKogyo Co., Ltd. Related Products

| Purchase of products

Tokai Konetsu Kogyo Co., Ltd.

Other Shanghai TOKATKONETSU Co., Ltd.

TOKAIKONETSU (SUZHOU) CO.,

Tokai Carbon US Holdi Inc.
okai Carbon oldings Inc LTD.

(Notes)

1. 3 indicates a non-consolidated subsidiary, all others are consolidated subsidiaries.

2. TOKAI ERFTCARBON GmbH, which was a consolidated subsidiary, is excluded from the scope of consolidation due to
the transfer of all equity interests on June 30, 2025.

3. Thai Tokai Carbon Product Rojana Co., Ltd. is included in the scope of consolidation as the Company acquired all of its
shares jointly with THAI TOKAI CARBON PRODUCT COMPANY LIMITED, a consolidated subsidiary of the Company,
on September 30, 2025.

4. Oriental Sangyo Co., Ltd. was dissolved on January 1, 2026 as a result of an absorption-type merger with Tokai Fine Carbon
Co., Ltd., a consolidated subsidiary of the Company, as the surviving company.

5. MWI, Inc. and KBR, Inc. were dissolved on January 1, 2026 as a result of an absorption-type merger with Tokai Carbon
U.S.A., Inc., a consolidated subsidiary of the Company, as the surviving company. Tokai Carbon U.S.A., Inc. changed its
company name to Tokai Carbon GS, Inc. on the same date.



4 Status of Subsidiaries and Associates

) Ownership Relationship
Capital or - .
Name Location investment Main line of ratio of C tly| Lendi d
(Million yen) business VOtln% rights |- ONEUITENEY ; nens A Business Equipment
%) serving orrowlng transactions leasing
director etc. | of funds
(Consolidated subsidiaries)
Transportation ](;Fi?frllcge sart
Tokai Unyu Co., Ltd. Minato-ku, Tokyo 39 g?rbon 100.0 N4 Borrowing and packaging warehouse
ack of Company site
products building, etc.
Leasing part
Chicasaki-shi Processing of of offices,
Tokai Fine Carbon Co., Ltd. & ? 220 | Fine Carbon 100.0 N4 Borrowing | Company plant site,
Kanagawa o
products buildings,
etc.
Kofu-shi Processing of
Oriental Sangyo Co., Ltd. o 40 | Fine Carbon 100.0 N Borrowing | Company -
Yamanashi
products
Industrial Leasing part
Tokai Konetsu Kogyo Co., . Furnaces and . Purchase of of offices,
Lid. Minato-ku, Tokyo 1,400 Related 100.0 - Borrowing refractories etc. | plant site,
Products etc.
Leasing part
. . Sale of of offices,
Tokai Material Co., Ltd. Yac.hlyO_Shl’ 250 Other . 100.0 N Borrowing | Company plant site,
Chiba Operations o
products buildings,
etc.
Mitomo Brake Co., Ltd. Ogawa-machi, Other 67.1
(Note) 2 Hiki-gun, 10 Operations (67.1) v . ) )
Saitama i
(Sjlcl)l:r}lﬂ);: ] raw Leasing part
Tokai Noshiro Seiko Co., Noshiro-shi, Other . pany of plant site,
. 10 . 100.0 N Borrowing | materials and o
Ltd. Akita Operations buildings,
purchase of etc
products )
Tokai Carbon CB Ltd. Carbon 100.0
(Notes) 2, 3, 5, 6 US.A. “ | Black 1000) ¥ - - -
TCCB US Ltd. USA _ | Carbon 100.0 B B ) )
(Notes) 2, 3,5 e Black (100.0),
TCCB Genpar LLC Carbon 100.0
(Notes) 2, 5 US.A. “ | Black 1000) Y - - -
Cancarb Limited CAD | Carbon
(Note) 3 Canada 80,276,731 | Black 100.0 v - - -
THAI TOKAI CARBON Sale of
PRODUCT COMPANY Thailand Thousand THB | Carbon 1000 y i oo )
LIMITED 7,729,500 | Black : e
(Note) 3 P
Thai Tokai Carbon Product
. . Thousand THB | Carbon 100.0
Rojana Co., Ltd. Thailand N - - -
(Notes) 2, 3 1,787,000 | Black (99.0)
. Sale of
Tokai Carbon U.S.A., Inc. USD .
(Note) 3 U.S.A. 16,200,000 Fine Carbon 100.0 N4 - Company -
products
MWI, Inc. USD . 100.0
(Note) 2 US.A 10,429.24 | Fine Carbon 1000y v - - -
KBR, Inc. USD . 100.0
(Note) 2 U.S.A. 5,000 Fine Carbon (100.0)] N4 - - -
Sale of
TOKAI CARBON EUROPE GBP .
LIMITED UK. 2.500.000 Fine Carbon 100.0 N4 - Company -
i i products
Tokai Carbon Deutschland EUR .
GmbH Germany 52,000 Fine Carbon 100.0 N4 - - -
. . Sale of
Tokai Carbon (Dalian) Co., . RMB .
Lid. China 11,000,000 Fine Carbon 51.0 v - Company -
products
TOKAI CARBON KOREA Sale of
CO.,LTD Korea Thousand KRW Fine Carbon 52.6 N - Company -
5,837,500
(Note) 3 products
Tokai COBEX HoldCo .
GmbH Germany 2 SEI%% iﬂ?:mg and 100.0 N4 - - -
(Note) 3 ’ g
Tokai COBEX GmbH German EUR | Smelting and 100.0 v R ) )
(Notes) 2,3, 6 Y 25,100 | Lining (100.0)
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) Ownership Relationship
Capital or s .
Name Location investment Main line of ratio of C lv| Lendi d
Mills business | voting rights | ©oncurrently) Lending an Business Equipment
(Million yer) %) serving borrowing transactions leasin,
director etc. | of funds e
Tokal COBEX Polskasp. Zloty | Smelting and 000 | _ ) )
(Notes) 2, 3 61,048,080 | Lining (100.0)
Tokai COBEX (Beijing) Ltd. China EUR | Smelting and 100.0 B B ) )
(Note) 2 200,000 | Lining (100.0)
Tokai COBEX Savoie SAS France EUR | Smelting and 100.0 v B ) )
(Note) 2 565,133.8 | Lining (100.0)
TOKAI CARBON GE .
HOLDING LLC US.A. USD | Graphite 100.0 v B R R
1,000 | Electrodes (100.0),
(Note) 2
TOKAI CARBON GE LLC Graphit 100.0 Sale of
) raphite . B )
(Notes) 2, 3, 5 US.A. Electrodes 1000) Y Company
products
R Industrial
g}:)anf?‘;u TOKAIKONETSU China USD | Furnaces and 100.0 B B ) )
(N(.)t’e) 2' 3,400,000 | Related (100.0)
Products
Industrial
TOKAI KONETSU
. USD | Furnaces and 50.0
(SUZHOU) CO., LTD. China 2,250,000 | Related (00| - - -
(Notes) 2, 4
Products
Supply of
. Company raw
Tokai Carbon (Suzhou) Co., . RMB | Other A
Lid. China 29,000,000 | Operations 100.0 N - materials and -
purchase of
products
Tokai Carbon US Holdings USD
nc. (Note) 3 US.A 565,001,000 | Other 100.0 v - - -

(Notes)

1.
2.
3.
4.

The “Main line of business” column includes business segment information.

Figures in (') in ownership ratio of voting rights indicate indirect ownership ratio included in the total.

The companies are specified subsidiaries.
Although the Company’s stake in the company is 50% or below, it is treated as a subsidiary, as the Company effectively
has a controlling interest in the company.

laws, which do not have exactly the same concept of capital as a general company has.

Principal information on profit and loss, etc.

()

@

Tokai Carbon CB Ltd.
(1) Net sales

(2) Ordinary income (loss)
(3) Net income (loss)
(4) Net assets

(5) Total assets

Tokai COBEX GmbH
(1) Net sales

(2) Ordinary income
(3) Net income

(4) Net assets

(5) Total assets

¥67,374 million
¥(490) million
¥(321) million
¥60,314 million
¥113,352 million

¥58,767 million
¥2,847 million
¥2,048 million
¥77,675 million
¥104,663 million

. Amount of capital is not stated because these companies are limited liability companies or limited partnerships under US

. Net sales (excluding intercompany sales between consolidated companies) account for over 10% of consolidated net sales.




5 Employees

(1) Status of consolidated companies

(As of December 31, 2025

Segment name

Number of employees

Carbon Black

1,015
(25)

Fine Carbon

1214
(116)

Smelting and Lining

1,147
)

Graphite Electrodes

352
(10)

Industrial Furnaces and Related Products

280
(55)

Other Operations

293
(120)

Corporate (common)

135
(34

Total

4,436
(363)

(Note)

indicated separately in parentheses.

1. The number of employees is that of regular employees, and the average annual number of temporary employees is

2. The number of employees in Carbon Black increased by 129 compared to the end of the previous fiscal year. This is
mainly due to Thai Tokai Carbon Product Rojana Co., Ltd. becoming a consolidated subsidiary on September 30,

2025.

3. The number of employees in Graphite Electrodes decreased by 266 compared to the end of the previous fiscal year.
This is mainly due to the completion of the transfer of all equity interests in TOKAI ERFTCARBON GmbH to
Lenbach Equity Opportunities III. GmbH & Co. KG, for which investment company DUBAG Investment Advisory
GmbH provides management advice exclusively, on June 30, 2025, and the said company has been excluded from the
Company's scope of consolidation.

(2) Status of the Company

(As of December 31, 2025

Number of employees

Average age

Average years of service (years)| Average annual salary (yen)

727
(166)

43.1

16.3 7,702,271

Segment name

Number of employees

Carbon Black

244
(17)

Fine Carbon

129
(28)

Smelting and Lining

©)

Graphite Electrodes

107
(10)

Other Operations

112
(76)

Corporate (common)

135
G4

Total

727
(166)

(Note)

indicated separately in parentheses.
2. Average annual salary includes bonuses and non-standard wages.
3. The number of employees in Smelting and Lining is zero at the end of the current fiscal year due to the organizational

restructuring implemented on July 21, 2025.

1. The number of employees is that of regular employees, and the average annual number of temporary employees is
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(3) Status of labor union

The Tokai Carbon Labor Union (604 members) has been organized in the Company and the Company is a member of the Japanese
Federation of Energy and Chemistry Workers’ Union. Labor unions have been organized in some consolidated subsidiaries. There
are no particular matters concerning labor-management relations which require mentioning.

(4) Employee diversity indicators

Current fiscal year

If’ercelntage ?f Percentage of male Wage disparity between male and female
‘emale employees employees taking employees (%) (Note 3)
Name in managerial hildeare leave
positions e Vv All Regular Non-regular
(Note 2)

(Note 1) employees employees employees
Tokai Carbon Co., 3.5 842 63.8 73.6 43.0
Ltd.
Tokai Konetsu
Kogyo Co.. Ltd. 54 100.0 78.9 80.0 72.9
Tokai Fine Carbon
Co., Ltd. 0.0 0.0 55.0 71.6 91.7
S{(‘f“tal Sangyo Co., 0.0 50.0 82.0 84.1 90.3
Tokai Noshiro Seiko
Co., Ltd. 0.0 100.0 92.7 91.5 -
Efé‘a‘ Material Co., 6.3 100.0 81.8 78.8 130.3
Mitomo Brake Co.,
Ltd. - - 108.1 98.7 -
Tokai Unyu Co., Ltd. 0.0 - 76.7 80.0 98.3
Overseas subsidiaries
(Note 4) 242 ] ] ] ]

(Notes) 1. Calculated in accordance with the “Act on the Promotion of Women's Active Engagement in Professional Life” (Act No. 64

of 2015) (hereinafter referred to as the “Act on Promotion of Women's Engagement”). Calculations included employees
seconded to other companies, but excluded employees seconded from other companies.

. The percentage of employees who take childcare leave, etc. was calculated in accordance with the “Act on Childcare Leave,

Caregiver Leave, and Other Measures for the Welfare of Workers Caring for Children or Other Family Members” (Act No.
76 of 1991), and Article 71-4, Item 1 of the “Ordinance for Enforcement of the Act on Childcare Leave, Caregiver Leave,
and Other Measures for the Welfare of Workers Caring for Children or Other Family Members” (Ordinance of the Ministry
of Labour No. 25 of 1991) (hereinafter referred to as “Act on Childcare and Family Care Leave”). Calculations included
employees seconded to other companies, but excluded employees seconded from other companies.

. Regular employees: includes employees seconded to other companies, but excludes employees seconded from other

companies.

Non-regular employees: includes contract employees such as temporary employees, rehired employees, and part-time
employees, but excludes dispatch employees.

Non-full-time (part-time or short-time employees) employees: Average annual wages are calculated based on the number of
employees converted to the prescribed working hours.

. For overseas subsidiaries, companies with 250 or more employees are included. Employees seconded from the head office

are included.
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Section 2 Status of Business

1 Management Policy, Business Environment and Challenges to be Addressed, etc.
Forward-looking statements in the document are based on the judgments of the Group at the end of the current consolidated fiscal
year.

(1) Vision 2030 progress
(Summary)
In February 2025, the Group announced its long-term vision, “Vision 2030: Contribute to a sustainable society through advanced
materials and solutions,” which focuses on our desired state in 2030, in place of the previous rolling medium-term management
plan. Since then, we have been implementing three initiatives: “Fundamental structural reforms,” “Commitment to growing
markets,” and “Sustainable value creation.”
During the fiscal year under review, the environment surrounding the Group continued to be unstable due to uncertainties such
as US tariff policies and the outlook for the Chinese economy, geopolitical risks, and exchange rate fluctuations. In Carbon Black,
our US subsidiaries were affected by low-priced imported tires from Asia, and in Fine Carbon, the SiC power semiconductor
market remained sluggish due to the slowdown in the growth of EVs. Competition also intensified in Smelting and Lining, and
steel market conditions were sluggish while price competition intensified in Graphite Electrodes.
Under these circumstances, we made steady progress in improving the profitability of existing businesses and reducing costs,
and in order to strengthen our growth foundation for the future, we invested in a Thai base in Carbon Black and restructured and
integrated US processing companies in Fine Carbon.
For the fiscal year under review, compared to initial forecasts for net sales of ¥341,000 million and operating income of ¥23,300
million, net sales decreased to ¥322,960 million and operating income increased to ¥25,850 million. Net income attributable to
owners of the parent company recorded a significant increase of ¥20,078 million, partly due to the recording of extraordinary
income from the sale of cross-shareholdings.

(Vision 2030 initiatives)

(i) Fundamental structural reforms

By the middle of 2025, we had completed the consolidation of our domestic production system and the sale of our German
subsidiaries as part of our structural reforms of Graphite Electrodes. Furthermore, we placed Smelting and Lining under direct
control of the Corporate Planning Department and are working to strengthen the governance system by dispatching several
executive officers to the Europe Office. In addition, we are accelerating the formulation of plans for fundamental structural
reforms.

(if) Commitment to growing markets

In Fine Carbon, where we expect medium- to long-term growth, we strengthened operational efficiency and competitiveness by
reorganizing and integrating our processing subsidiaries in the United States. We have also completed investments to increase
production capacity in Japan and are building a production system capable of responding to future growth in the semiconductor
market.

(iii) Sustainable value creation

For sustainable value creation, which is a long-term initiative, we are promoting the development of materials and products that
contribute to a sustainable society by promoting a carbon black recycling project through industry, government and academia
collaboration, and the development and demonstration of carbon-neutral conductive carbon materials as an alternative to carbon

nanotubes.

(Challenges to be addressed)

Through the three initiatives of “Fundamental structural reforms,” “Commitment to growing markets,” and “Sustainable value
creation,” we aim to achieve our long-term vision of “Contribute to a sustainable society through advanced materials and
solutions.”

For “Fundamental structural reforms,” we will continue our efforts to maximize the effects of structural reforms in Graphite
Electrodes. In Smelting and Lining, we will promptly formulate and implement fundamental structural reforms to improve
profitability. Under “Commitment to growing markets,” we will make capital investments that are essential for medium- to long-
term growth in Carbon Black. In Fine Carbon and Industrial Furnaces, where growth is expected along with the semiconductor
market, we will expand production capacity and develop new markets by developing new uses, etc. Regarding “Sustainable value
creation,” we have positioned the provision of solutions for realizing a sustainable society as a core value and will promote an
urgent response to achieve carbon neutrality. At the same time, the Company will expand investment in human capital, which is
the source of value creation, and will work to develop an organizational culture in which diverse human resources can play an
active role. Through these initiatives, we aim to achieve ¥500,000 million in net sales, EBITDA of 20%, and ROIC of 12% as
our ideal state in 2030.
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2 Sustainability Policy and Initiatives
The Group’s views and initiatives on sustainability are as follows.

Forward-looking statements in the document are based on the judgments of the Group at the end of the current consolidated fiscal

year.
(1) Basic policy on sustainability

The Tokai Carbon Group conducts its corporate activities under the corporate philosophy of “Ties of Reliability” with its
stakeholders. By formulating management strategies that fully consider ESG (Environmental, Social, and Governance) to reliably
respond to the trust of stakeholders, and by working to resolve social issues through our business, we aim to sustainably increase
our corporate value and contribute to the realization of a sustainable society.

(2) Governance and risk management concerning sustainability as a whole

1) Governance

The Sustainability Committee was established in January 2022 as a voluntary advisory committee for the Board of Directors.
Chaired by the President, the committee consists of the Director responsible for the General Affairs and Legal Affairs
Department, the Director responsible for the Corporate Planning Department, the Director responsible for the Human
Resources Department, the General Manager of the R&D Strategy Division, the General Manager of the Technology &
Engineering Division, and the General Managers of the major business divisions. The committee meets quarterly in principle.
The committee discusses important sustainability issues and submits proposals and reports to the Board of Directors. It is also
responsible for overseeing sustainability information disclosure, including the preparation of integrated reports.

Regarding climate change-related issues, the Carbon Neutral Committee chaired by the President was established in January
2022. As the control tower for the Company's response to carbon neutrality, the committee drafts company-wide policies and
plans, monitors the status of initiatives jointly created with external third parties through industry-government-academia
collaboration, and submits proposals and reports to the Board of Directors.

2) Risk management

The Group has established the Risk Management & Compliance Committee as a voluntary advisory committee for the Board
of Directors. The committee evaluates and selects material risks, including climate risks, based on the likelihood of occurrence
and the financial impact if it occurs, and reports this to the Board of Directors, including the status of responses to these
material risks.

Sustainability Promotion System

General Meeting of Shareholders Audit  —

. . . - . . Cooperation
Appointment/Dismissal Appointment/Dismissal Appointment/Dismissal

N Beri) o Do Voluntary advisory organ

1 S : Executives Meeting

Business, R&D, Administrative Division, etc.

Group companies

(3) Important sustainability items

Among our sustainability initiatives, we have positioned climate change and biodiversity-related initiatives and human capital-
related initiatives as key initiatives, as they have the potential to affect the Group’s management policies and strategies in the
medium to long term. These are described in “1) Disclosure of information in line with TCFD*! and TNFD*? recommendations”
and “2) Disclosure of information on human capital.”

*1 TCFD: Task Force on Climate-related Financial Disclosures

*2 TNFD: Taskforce on Nature-related Financial Disclosures



1) Disclosure of information in line with TCFD and TNFD recommendations

The Group recognizes environmental protection as one of its most important management issues and strives to achieve harmony
between its corporate activities and the environment. In November 2021, we expressed our support for the TCFD through
resolution by the Board of Directors and disclosed the impact of climate change on our businesses in line with TCFD
recommendations. In 2024, we analyzed and disclosed the dependence and impact of our business on natural capital and

biodiversity in accordance with the approach advocated by the TNFD.

A. Strategy on climate change

In December 2020, we carried out the first calculation of business impact using scenario analysis, which is one of the
requirements of the TCFD recommendations, to better understand the risks and opportunities of climate change for the Group
and carried out a review in May 2023. We identified the impact of climate change on our business and are taking measures to

address it.

(Scenario Analysis)
Target The Company's four main businesses that account for approximately 90% of its sales as of 2022
Business (Graphite Electrodes, Carbon Black, Fine Carbon, Smelting and Lining)
Timeline 2030 and 2050 *2040 if there is no reference data for 2050

(4°C scenario) High physical risk, relatively low transition risk

disruption of
supply chains due
to an increase in
typhoons, floods,
and torrential
rains

based on BCP measures,
there is a possibility that
operations will be affected
if events that exceed
assumptions occur in the
future

Business Circumstance Op potjumty/ Expected financial impact Strategy and response
Risk on the Company
Each of the | Suspension of Physical risk Although the risk of this Implementation and periodic
four production having a significant impact | review of BCP measures
businesses | activities and on operations is limited from a medium- to long-term

perspective

(1.5°C scenario

) High transition risk,

relatively low physical risk

Business Circumstance Oppor.tumty/ Expected financial impact Strategy and response
Risk on the Company
Each of the | Increased burden | Transition risk | Most of the raw materials Reduction of CO2 emissions
four due to expanded used in our business are through fuel conversion, use
businesses | introduction of derived from fossil fuels. of renewable energy, CO2
carbon pricing If we include not only recovery, product recycling,
energy-derived CO2 etc.
emissions from the
combustion of fossil fuels
and the use of electricity,
but also CO; emissions
from production processes,
the burden of an expanded
introduction of carbon
pricing will be enormous.
Each of the | Mandatory use of | Transition risk | Electricity accounts for a * Reduction of CO2
four renewable energy high proportion of the emissions factor due to the
businesses (unavoidable) energy used in the spread of renewable energy
production processes of in society
our businesses, and the - Consider efficient
purchase of electricity procurement of renewable
derived from renewable energy
energy would lead to an
increase in operating costs.
Each of the | - Diffusion of Transition risk | Decreased sales due to In the Carbon Black
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four technologies that increased pressure to use business, promote the

businesses | do not use raw alternative raw materials development of technologies
materials derived for products using raw to utilize non fossil fuels,
from fossil fuels materials derived from reuse used tires, and recover
+ Increased fossil fuels. Also, and reuse energy. Aim to
demand for low- increased research and increase the added value of
carbon products development expenses to products by reducing CO2
and changes in develop products using emissions during product
consumer alternative raw materials. manufacturing and to
attitudes towards minimize risk factors by
fossil fuel-based reducing the burden of
raw materials carbon pricing.

Electrodes | Increasing Opportunity Increased demand for + Pursuit of higher quality
superiority of graphite electrodes graphite electrode production
electric furnaces - Stable supply taking

advantage of increased
demand

B. Strategy on biodiversity

In November 2024, we established the “Tokai Carbon Group Biodiversity Policy” and conducted an analysis in accordance
with the approach advocated by the TNFD in order to understand the dependence and impact of our business on natural capital

and biodiversity.
(Setting analysis scope)

As aresult of evaluating the degree of dependence and impact on natural capital and biological diversity of each business using
the natural risk evaluation tool (ENCORE), we confirmed that Carbon Black has a relatively high degree of dependence and
impact. In addition, we found that the Company’s value chain has a high degree of dependence and impact on ecosystem

services related to water resources.
(Identifying dependencies, impacts, risks and opportunities)

Based on the approach advocated by the TNFD, we identified two production sites in Carbon Black as priority areas where
biodiversity-friendly considerations are highly necessary, and analyzed the dependence and impacts, risks and opportunities,

and response measures related to the manufacturing process. The results of the analysis are as follows.
[Dependence and impact on natural capital]

Dependence Due to the large amount of water used in the carbon black production and chilling process,
it is dependent on water resources
Impact In addition to emissions of greenhouse gases, the environmental impact of Carbon Black

(in-house operations) may include air, water, and soil pollution caused by wastewater, waste,
and chemical substances in the manufacturing process.

[Risks and opportunities related to natural capital]

Risks Responses (Opportunities)

+ Increased risk of natural disasters due to deterioration
of the natural environment

- Physical risks related to water resources such as water
shortages and water pollution

- Risk of lawsuits and deterioration of reputation from
the community and stakeholders if plant operations
degrade the natural environment in the vicinity of the
plant

- Risk that strengthened laws and regulations related to

+ Reduction of CO> emissions
+ Reduction of water consumption and promotion of

recycling

+ Reduction of NOx, SOx and VOC emissions
+ Promotion of recycling industrial waste
+ Development of products with low environmental

impact

nature will affect plant operations

(Response measures)

As our response to risks, in addition to reducing CO2 emissions, we will avoid or reduce the negative impact of our business

activities on biodiversity by reducing water use and pollutant emissions.

C. Indicators and targets for climate change

(Target)

The Group aims to achieve a 25% reduction in CO2 emissions (compared to 2018 levels) by 2030 to achieve carbon neutrality

by 2050.
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CO, emissions in the Group

CO, emissions
(Company-wide
Scope 1 +2)

(Results)

The Tokai Carbon Group’s GHG emissions were reduced by approximately 37% in 2025 compared to 2018 through renewable
energy and a shift to fuels with a lower environmental impact. In Carbon Black, we launched a joint technology project to
recover carbon black from used tires. This project is supported by the GI Fund (*1) and aims at research and development,
demonstration, and social implementation. In addition, we have started the development and demonstration of functional solid
carbon production technology, and this project was selected for the 2025 “Regional Co-creation and Cross-sectoral Carbon
Neutral Technology Research and Development Program” publicly announced by the Ministry of the Environment. We will
also accelerate research currently under consideration as well as the introduction of innovative technologies, and cooperation

3,056

thousand
€02

2018
(Base year)

2024results | | 2025results 2030 target
339% reduction 37% reduction 25% reduction 2030 target
inCO; in CO; in CO; meutral
emissions emissions emissions
2,032 1,909
thousand thousand
tCO2 tCO2
Practically
zero C
emissions
2024 2025 2030 target 2050 target

with customers, business partners, and industry organizations to achieve our targets.

(*1) GI Fund: Green Innovation Fund. A fund established by the New Energy and Industrial Technology Development
Organization (NEDO) with a total value of more than ¥2 trillion to provide continuous support for up to 10 years to companies

working toward achieving carbon neutrality.

Unit: thousand tCO2e

2018 (Base year) 2024 Results 2025 Results (*2)
GHG emissions (Scope 1 +2) 3,056 2,032 1,909
Scope 1 2,430 1,745 1,632
Scope 2 626 287 278

Base year comparison

33% reduction

37% reduction

(*2) 2025 results are preliminary figures. The values after obtaining third-party assurance will be published in the Integrated

Report and on our website around June 2026.

[Scope]
CO, All consolidated production sites, head office, branches, and laboratories
CH4, N2O Major production sites that cover approximately 98% of consolidated CO2 emissions

[Period covered by calculation]

January to December

[Calculation Method]

Emissions equivalent to COz are calculated using the global warming potentials of CO2, CH4, and N2O gases. Emissions of

HFCs, PFCs, and SFs are not included in the calculations because their amounts are very small.

Scope 1: Direct greenhouse gas emissions from corporate activities, including energy-derived GHG emissions and non-
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energy-derived GHG emissions (emissions from industrial processes). In principle, non-energy-derived GHG emissions are
calculated based on the amounts of raw materials and secondary materials used and the balance of products and waste.

Scope 2:

* Indirect CO; emissions associated with energy use in corporate activities.

* Uses the GHG Protocol's market-based approach. For amounts in Japan, we use emission factors for each electric power
companies based on the Act on Promotion of Global Warming Countermeasures. For overseas, the emission factors
published by electric power companies are used (however, for some plants, the latest emission factors published by the
IEA or by the country or region are used).

D. Indicators and targets for biodiversity

Item Fiscal 2026 Targets Fiscal 2025 Results Scope
Reduction of * NOx emissions of 3,260t or less per year (4% NOx emissions of Consolidated
pollution reduction from 2021 level) 2,655t

-+ SOx emissions of 16,740t or less per year (10% SOx emissions of
reduction from 2021 level) 11,779t oo
+ VOC emissions of 250t or less per year (10% Y;tc emissions of
reduction from 2022 level)
Zero environmental complaints (air, water, etc.) Two significant Consolidated
environmental
complaints
Reduction of water | 8.8 million m? or less (2% reduction from 2021 level) | 7.5 million m? Consolidated
consumption
Recycling waste Recycling rate of 52% or more (2% increase from 68.5% Consolidated
2021 level)
Use of sustainable | Start operation of the rCB* secondary treatment pilot — Carbon Black
resources plant by the end of 2027

*rCB (recovered Carbon Black): Recycled carbon black taken from polymer products including rubber from used tires

2) Disclosure of information on human capital
A. Strategy related to human capital
(Policy on Human Resource Development)
The Group's corporate philosophy is “Ties of Reliability,” and its guidelines are “Integrity,” “Innovation,” “Challenge,” “Co-
creation” and “Agility.” At the Group, we employ people who can resonate with our corporate philosophy and guidelines. In
an era of accelerated change, we actively collaborate with our colleagues, both inside and outside the company, who have

diverse values and backgrounds. By boldly undertaking reforms with a sense of speed, we cultivate people who can contribute
to the realization of a sustainable society.

(Policy on Development of Internal Environment)

As we move toward our long-term vision of “Contribute to a sustainable society through advanced materials and solutions,”
the Group will foster a free, open-minded, and open organization and culture in which employees with diverse values and
backgrounds can grow through friendly competition.

While promoting work-style reforms and realizing an appropriate personnel system and competitive compensation that attract
diverse human resources, we also offer a variety of training programs based on the employee's stage, characteristics, and
desires to support employee growth. We will respect the human rights of our employees to the utmost extent and will not
tolerate harassment. Based on the “Tokai Carbon Declaration on Health and Productivity Management,” we will strive for
management that emphasizes the health of employees and their families. We will also support employees' asset building
through pension systems and employee stock ownership plans.

B. Indicators and targets for human capital

The Group sets targets and monitors the progress of its policies on human resource development and on the development of
its internal environment. The targets for fiscal 2026 and results for fiscal 2025 are as follows.

Fiscal 2026 Targets Fiscal 2025 Results Scope

Achieve hiring of female new graduates of 30% or 25.0%

. . Non-consolidated
higher for career track positions (Joined on April 1, 2025)

Increase the proportion of female employees in

. . 3.5% Non-consolidated
managerial positions to 7% by the end of 2029

Reduce occupational accident frequency rate .
0.70% Consolidated (Global)

(Frequency rate 0.80 or less)
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3 Risk of Business, etc.

I.  Risk Management System

In order to avoid a risk of loss from business operations, we are striving to identify and mitigate the risks, with each department
in charge carrying out daily risk management in accordance with rules and regulations concerning accounting and financial
management, business partner management, export management, environmental and disaster prevention management, quality
management, information management, investment management, etc., and the Risk Management & Compliance Committee
discusses important matters related to risk and compliance at meetings held every quarter, in principle, and based on the results
of such discussions, it gives advice to related departments, etc., and makes reports and proposals to the Board of Directors and
other management. Moreover, based on the Rules Concerning Management of Subsidiaries, we have established a system to
report to the related departments and Audit & Supervisory Board Members of the Company on matters that may cause significant
damage to the Company and the Group companies.

Of the matters relating to Status of Business and Status of Accounting stated in this Securities Report, major factors that might
affect investor decisions are described below. The forward-looking statements in the following paragraphs are based on the
judgments of the Group as of the submission date of this report (March 26, 2026).

II. Individual Risk Items

(1
1)

2)

3)

4)

5)

Risks associated with the financial, economic, and social environment

Natural disasters, infectious diseases, war, and terrorism

Natural disasters such as major earthquakes, tsunamis, typhoons, and floods, as well as infectious diseases, wars, and terrorist
acts, are significant risks that could affect the continuation of our business. To reduce these impacts, the Group has implemented
a Business Continuity Plan (BCP) and other business continuity management initiatives. These initiatives include appropriate
insurance coverage and gathering information on the situation and safety in each country. However, if such initiatives fail or
are insufficient, the Group’s business performance may be adversely affected.

Climate change risks (Carbon neutral response)

Upon the adoption of the “Paris Agreement” at the 21st Conference of the Parties (COP 21) to the United Nations Framework
Convention on Climate Change held in 2016, and its ratification by various countries, initiatives have been taken globally,
aiming to reduce emissions of greenhouse gases, which are considered to be causing climate change and global warming. In
some countries and regions, measures to reduce greenhouse gas emissions such as carbon taxes have already been introduced.
The Group established the Carbon Neutral Committee in January 2022 to act as a high-level command tower for our carbon
neutral efforts. While formulating company-wide policies and strategies, the committee is also working to visualize and
centrally manage issues and initiatives toward achieving carbon neutrality in 2050. However, if such initiatives fail or are
insufficient, the Group’s business performance may be adversely affected.

Domestic and overseas environment surrounding the Group’s business

The Group conducts business operations not only in Japan but also in Asia, Europe, and the United States, so trends in the
global economy may affect the Group business performance. Uncertainties surrounding the global economy have become
apparent, including the prolonged crisis in Ukraine, the instability in the Middle East, a slowdown in the Chinese economy,
the spread of protectionist trade policies and disruptions of supply chains, and confusion over how to respond to climate change
combined with the re-election of President Trump. If these factors worsen further, it may adversely affect the Group’s business
performance.

Fluctuations in exchange rates

Since the Group engages in international business activities such as import of raw materials and export of products, using
foreign currencies in its transactions, fluctuations in exchange rates will affect the Group’s business performance. Moreover,
since the revenues and expenses of the Company’s overseas consolidated subsidiaries and associates accounted for by the
equity method are translated into yen using the average exchange rate for the fiscal year, fluctuations in foreign exchange rates
may adversely affect the Group’s business performance. In the case of the Group, the appreciation of the yen against the US
dollar and the euro, in particular, tends to have an unfavorable impact on the Group’s business performance, while the
depreciation of the yen has a favorable impact.

With regard to the exchange rate fluctuation risk, the maximum amount of loss according to the statistical method is
periodically measured and monitored using VaR (Value at Risk).

Financing and fluctuations in interest rates

Our Group has procured the necessary funds for the Group by issuing bonds and commercial papers, in addition to borrowing
from financial institutions. In procuring funds, we strive to manage cash flow and secure stable funds while keeping an eye on
developments in financial markets. However, the Group’s business performance may be adversely affected if the financial
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6)

environment deteriorates rapidly, impairing the stability of fund-raising or forcing the Group to raise funds under significantly
disadvantageous conditions.

With regard to the interest rate fluctuation risk, the maximum amount of loss according to the statistical method is periodically
measured and monitored using VaR (Value at Risk).

Securities held by the Group

As the Group may acquire and hold equity shares of its business partners, etc. based on the judgment that such holdings will
enhance the Group’s corporate value over the medium- to long-term by creating and maintaining business opportunities, and
by establishing, maintaining, strengthening business and collaboration relations, etc., it reviews its policy of holding the
securities by regularly verifying their effects. However, since these securities include marketable securities, there is a
possibility that, in the event of a decline in stock prices due to the environmental deterioration of the domestic and foreign
economies and stock markets or deterioration in the business conditions of investment destinations, loss on valuation of stocks
owned may occur (see “Section 4 Status of the Submitting Company 4 Corporate Governance, etc. (5) Status of shareholdings™).
With regard to the risk of fluctuations in the prices of investment securities, the maximum amount of loss according to the
statistical method is periodically measured and monitored using VaR (Value at Risk).

(2) Risks associated with the industry and business

1))

2)

3)

4)

5)

Competition with other companies (quality, technology, and reduced price competitiveness)

The Group is in a severely competitive environment with various companies in each business segment, and as a result, many
products are exposed to pricing pressure. The Group aims to make efforts to grasp market needs, pursue technological
capabilities, thoroughly implement quality control, reduce costs and improve efficiency. However, if sufficient results are not
achieved, net sales and profitability may decrease due to a declining share, falling sales prices, etc. In such situation, the
Group’s business performance may be adversely affected.

Globalization of corporate business activities

The Group positions business expansion in overseas markets as a component of its business strategy. Global business expansion
entails a variety of risks, which are different from those related to domestic business, such as political instability, unanticipated
changes in legislation and regulation, differences in religion and culture, and local labor relation problems, in addition to
uncertainties in economy and foreign exchange rates. If the Group is unable to respond properly to such risks, the Group’s
business performance may be adversely affected.

Procurement of raw materials

The Group continues to select multiple reliable suppliers and to develop new suppliers, as it is essential for the Group to obtain
high-quality raw materials in a timely and stable manner. However, the Group’s production and business performance may be
adversely affected if supply is insufficient or interrupted due to unforeseen circumstances such as disasters, accidents, war or
terrorism, or the spread of infectious diseases.

In addition, the Group’s business performance may be adversely affected if the prices of raw materials procured soar due to
tight supply and demand, speculative trading, or other factors, and these prices cannot be absorbed through internal efforts
such as productivity improvements or by passing them on to sales prices.

Research and development

Under the Group’s recognition that research and development activities are essential for the sustainable enhancement of
corporate value, the Fuji Research Laboratory is leading the development of new products and technologies for the next
generation. Moreover, for the products of existing businesses, each division’s laboratories are leading the efforts to develop
new products that meet customer needs, further improve quality, and drastically reduce costs. However, the Group’s growth
potential and profitability may decline and adversely affect its business performance if, for example, needs decline due to
changes in market trends, decarbonization efforts fail, or the Group fails to promptly develop technologies that can compete
with the technological innovations of other companies in the same industry.

Management strategy (acquisition, business alliance, and strategic investment)

As part of its growth strategy, the Group will actively engage in corporate acquisitions, business alliances, and strategic
investments. Aiming for the realization of acquisition synergies from large-scale M&As conducted in past years, we are
promoting management integration by sharing production technologies, exchanging human resources, and thoroughly
supervising local management. However, there is a possibility that changes in the business environment, assumptions, etc. may
make it difficult to achieve the results initially assumed. If recording an impairment loss of goodwill becomes necessary to
reflect a decrease in expected future cash flows, for example, the Group’s business performance may be adversely affected.
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6)

7)

Dependence on specific industry (market fluctuations of specific products)

Most of the Group’s sales are concentrated in the car, semiconductor, and steel industries. In order to reduce our dependence
on specific industries, we acquired two carbon and graphite product manufacturers whose main customer industry was the
aluminum industry to diversify the portfolio. However, if the business in these customer industries of the Group deteriorates
significantly and the diversification of the portfolio does not function well, it may result in lower net sales and profitability
and adversely affect the Group’s business performance.

Securing talented and diverse human resources

Important issues for the Group’s competitiveness and future prospects are as follows: securing and developing talented and
diverse personnel equipped with specialized knowledge and skills in each of the divisions, including research, development,
technology, manufacturing, sales, planning and administration as well as management, and the retention rates thereof. In recent
years, however, competition in securing human resources has become increasingly severe due to the mobility of human
resources, and a decrease in the working population as a result of the declining birthrate and aging population. Our Group is
striving to secure, develop and retain talented and diverse human resources through active recruitment of diverse human
resources, development of a working environment based on flexible and diverse ways of working, a review of the Group’s
personnel system, and the introduction and implementation of new training systems. However, in the event that the Group is
unable to hire or develop talented personnel as planned, or to keep talented personnel from leaving the Group, business
execution will be constrained and the Group’s business performance may be adversely affected.

(3) Other risks

1))

2)

3)

4)

5)

Conlflicts with laws and regulations

The Group conducts business activities in Japan and overseas, in accordance with various laws and regulations. The Group as
a whole endeavors to ensure strict compliance with laws and regulations. In addition to the commercial transactions law, the
antimonopoly law, the labor law, the securities laws, the intellectual property law, the environmental law, the tax law, the export
and import law, the penal code, and other laws and regulations, there are various government approvals, licenses and
regulations necessary for conducting business activities and investment. Future introduction of new laws and regulations or
unanticipated changes to the existing laws and regulations may adversely affect the Group’s business performance by imposing
restrictions or adding costs, etc. to its business activities.

In addition, the Group is implementing legal and compliance education in various forms for directors and employees in Japan
and overseas, recognizing that compliance is the basis for business activities. However, if the authorities judge the Group to
be in violation of these laws and regulations, it may be subject to administrative punishment including surcharges, criminal
charges, lawsuits, etc., and see its social evaluation decline and its business performance adversely affected.

Changes to accounting and tax systems

The Group’s performance and financial position may be adversely affected if the accounting or tax system changes
significantly in countries where the Group operates or if they are interpreted or applied unfavorably to the Group.

Intellectual property

Positioning intellectual property as an important management resource, the Group has set up a department that specializes in
intellectual property management, striving to detect infringements of intellectual property rights by third parties and manage
and protect its intellectual property rights. However, due to differences of opinion, if a third party files an infringement lawsuit
seeking injunction against the use of patents, etc. or a lawsuit seeking compensation for damages, or if the Group’s competitive
advantage is threatened by a third party’s infringement of intellectual property rights, the Group’s business performance may
be adversely affected by possibly seeing a large amount of costs, etc. required for the dispute or its reputation and superiority
impaired.

Workplace injuries and accidents

The Group focuses on safety and the prevention of industrial accidents, which are fundamental to the manufacturing industry
and is striving to put safety first at all of its sites. Occupational accidents are a serious risk to the health and lives of workers.
The Group promotes safety activities on a global basis and incorporates specific, continuous, and voluntary activities into its
Health and Safety plan at each site. We strive to improve health and safety standards by preventing occupational accidents,
promoting the health of workers, and creating a comfortable work environment. The stoppage of manufacturing or accidents
resulting from manufacturing facilities pose a serious risk of interfering with the Group’s business activities and we conduct
periodic inspections and maintenance for all manufacturing facilities to minimize potential negative factors. However, due to
unforeseen circumstances or accidents, there is a possibility that the Group’s business performance will be adversely affected
by the suspension or reduction of operations, damage to facilities, etc., and significant restoration costs, etc.

Quality and product liability
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6)

The Group is taking all possible measures to ensure product quality by having acquired Quality Management System
(ISO9001) certification at its major domestic production sites; having established quality control regulations, standards, and
work standards; having established a quality check system; and making group-wide efforts to continuously improve quality
through quality audits. The Group has insurance policies for product liability damages and damages caused by defects in
certain products. However, if a material product defect or product liability lawsuit is caused by unforeseeable reasons, the
Group’s business performance may be adversely affected due to an expected substantial increase in costs and a decline in the
Group’s social reputation that will result in a decrease in sales revenues.

DX and information security

The Group is using digital technology to transform its products, services, and business processes and to create new value.
However, delays in initiatives or an inability to respond appropriately to rapid advances in digital technologies such as the
Internet of Things (IoT) and Artificial Intelligence (AI) could reduce the Group’s competitiveness and have an adverse impact
on the Group’s business performance.

In addition, the Group has built and operated various systems, and retains confidential information regarding production
technology, research and development, procurement and sales in the course of its business and the importance of these is
increasing. The Group strictly controls IT, information systems and telecommunications networks, and takes measures to
prevent leakage and loss and to minimize the impact of security incidents. In particular, in response to the personal information
leakage incident that occurred in 2025, the Group has strengthened its information security by taking measures, including the
introduction of unauthorized login prevention feature, to ensure that there is no recurrence. However, if a failure occurs due to
external factors such as disasters or increasingly sophisticated cyber attacks, such as ransomwares, or due to man-made factors
etc., it may cause the suspension of important operations and services, or incidents such as the theft or leakage of confidential
information, data, or private information, which may hinder the continuation of operations, thereby adversely affecting the
Group’s performance.
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Management’s Analysis of Financial Position, Operating Results, and Cash Flows

The following section outlines the financial position, operating results, and cash flows (hereafter “operating results, etc.”) for the
Group (the Company and its consolidated subsidiaries) for the fiscal year under review as well as management’s views and
analysis/points of consideration regarding the Group’s operating results, etc.

Since the provisional accounting treatment for business combinations was finalized in the current fiscal year, the amounts adjusted
to reflect the finalization of the provisional accounting treatment are used for comparison and analysis with the previous fiscal year.

(1) Outline of operating results, etc.

1)

Operating results

The global economy in the current fiscal year (from January 1, 2025 to December 31, 2025) was underpinned by the continued
investment in Al, mainly in the U.S. However, protectionism and fragmentation accelerated due to significant tariff hikes and
shifts in trade policies following the change of U.S. administration at the beginning of the year. In major countries, the outlook
remains uncertain due to prolonged monetary tightening and growing signs of economic slowdown amid resurgent inflationary
pressure, combined with the normalization of geopolitical risks.

Under these circumstances, in February 2025, the Group announced its long-term vision, “Vision 2030,” which focuses on our
desired state in 2030 and initiatives to achieve it. In pursuit of our “Vision 2030” goals - net sales of ¥500 billion, EBITDA
margin of 20%, and ROIC of 12% - we focus on three initiatives “Fundamental structural reforms,” “Commitment to growing
markets,” and “Sustainable value creation.” We have completed structural reforms in Graphite Electrodes such as the
integration of our domestic production bases and the sale of a European subsidiary and promoted cost improvements to
strengthen the earnings base. We have placed Smelting and Lining under direct control of the Corporate Planning Department
and are working to strengthen the governance system by dispatching several executive officers to the Europe Office. In addition,
we are accelerating the formulation of plans for fundamental structural reforms. From the perspective of medium- to long-term
growth and sustainability, in Carbon Black, our core business, we are advancing the relocation project of a Thai production
base. We have also acquired a Thai carbon black production base from Bridgestone Corporation and are steadily progressing
a project to recover carbon black from used tires and other materials. In this new business field, we are also working on the
development and demonstration of functional solid carbon production technology with the aim of building a carbon recycling-
oriented society, with support from the Ministry of the Environment.

As a result, net sales for the fiscal year under review decreased by 7.8% year on year to ¥322,960 million. Operating income
increased by 33.3% year on year to ¥25,850 million. Ordinary income increased by 16.5% year on year to ¥26,312 million.
Net income attributable to owners of the parent company was ¥20,078 million (compared with net loss of ¥56,485 million in
the previous fiscal year).

In the fiscal year ended December 31, 2025, the provisional accounting treatment for business combinations was finalized,
and the figures for the fiscal year ended December 31, 2024 reflect the details of the finalization of the provisional accounting
treatment.

Operating results by business segment were as follows:

Carbon Black

Sales volume declined due to production adjustments among tire manufacturers, the Company’s main customers, and both net
sales and operating income decreased year on year.

As a result, net sales for the Carbon Black business decreased by 6.2% year on year to ¥147,093 million, while operating
income decreased by 39.5% year on year to ¥13,135 million.

Fine Carbon

Sales volume of the main product for the memory semiconductor market, solid SiC focus rings, increased year on year. This
growth, combined with the impact of consolidating U.S. graphite-processing companies KBR, Inc. and MWI, Inc. as
subsidiaries led to a year-on-year increase in net sales. On the other hand, operating income declined year on year due to the
impact of a slowdown in growth in the power semiconductor market, intensified competition in the Chinese market and an
increase in the amortization of goodwill associated with the consolidation of U.S. graphite-processing companies.

As aresult, net sales for the Fine Carbon business increased by 3.9% year on year to ¥55,969 million, while operating income
decreased by 38.1% year on year to ¥7,704 million.

Smelting and Lining

Sales volume of cathodes for aluminum electrolytic furnaces declined as the sluggish demand for the relining of aluminum
smelting furnaces and inventory adjustments by customers continued. Meanwhile, our efforts to reduce costs and decreased
depreciation expenses due to the impairment of goodwill and other assets in the previous fiscal year have resulted in a
significant improvement in operating income compared to the same period of the previous year, and a return to profitability.
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As aresult, net sales for the Smelting and Lining business decreased by 4.3% year on year to ¥61,751 million, while operating
income was ¥1,503 million (compared with operating loss of ¥13,701 million in the previous fiscal year).

Graphite Electrodes

Global steel production was generally sluggish due to production slowdowns in major regions, excluding India and the U.S.
The market for electrodes also remained sluggish as excessive exports of steel materials from China weighed on peripheral
markets. As part of structural reforms, in Japan we discontinued production at the Shiga Plant and concentrated production in
the Hofu Plant. In addition, the stocks of TOKAI ERFTCARBON GmbH, a wholly owned subsidiary of the Company, were
transferred and the subsidiary was excluded from the scope of consolidation from April 2025.

As aresult, net sales for the Graphite Electrodes business decreased by 23.0% year on year to ¥37,573 million, and operating
income was ¥2,389 million (compared with operating loss of ¥3,529 million in the same period of the previous fiscal year).

Industrial Furnaces and Related Products

Stagnation continued in capital expenditures in the energy-related industry and electronic component-related industry, which
are the main markets for industrial furnaces and heating elements.

As a result, net sales for the Industrial Furnaces and Related Products business decreased by 34.1% year on year to ¥10,728
million, while operating income decreased by 31.4% year on year to ¥2,268 million.

Other Operations

Friction materials

Demand for mining equipment declined toward the end of the period in Japan and Southeast Asia, however spot orders from
the construction machinery industry increased and sales of products for motorcycles were also strong.

As a result, net sales of friction materials increased by 0.1% year on year to ¥7,984 million.

Anode materials
Demand for Energy Storage Systems (ESS) was sluggish, however spot demand has emerged.

As aresult, net sales of anode materials increased by 1.6% year on year to ¥1,731 million.

Other
Net sales from real estate leasing and other business decreased by 1.5% year on year to ¥127 million.

As a result, net sales in Other Operations increased by 0.4% year on year to ¥9,843 million, while operating income increased
by 52.9% year on year to ¥617 million.
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2)

3)

Financial position
(Assets)

Total assets at the end of the consolidated fiscal year under review came to ¥664,033 million, an increase of ¥20,515 million
from the end of the previous consolidated fiscal year.

Current assets amounted to ¥258,828 million, a decrease of ¥11,737 million from the end of the previous consolidated
fiscal year, mainly due to decreases in inventories and accounts receivable. Fixed assets amounted to ¥405,204 million, an
increase of ¥32,253 million from the end of the previous consolidated fiscal year, mainly due to an increase in intangible
fixed assets.

(Liabilities)
Total liabilities at the end of the consolidated fiscal year under review came to ¥311,187 million, a decrease of ¥7,590
million from the end of the previous consolidated fiscal year. Current liabilities amounted to ¥126,726 million, a decrease
of ¥21,411 million from the end of the previous consolidated fiscal year, mainly due to decreases in commercial papers
and provision for business restructuring. Long-term liabilities amounted to ¥184,460 million, an increase of ¥13,821
million from the end of the previous consolidated fiscal year, mainly due to increases in long-term loans payable and
deferred tax liabilities.

(Net assets)

Total net assets at the end of the consolidated fiscal year under review came to ¥352,846 million, an increase of ¥28,106
million from the end of the previous consolidated fiscal year, mainly due to increases in retained earnings and foreign
currency translation adjustments.

As a result, the Group’s equity ratio increased by 3.0 percentage points year on year to 47.9%.

Cash flows

At the end of the consolidated fiscal year under review, the Group’s cash and cash equivalents totaled ¥64,327 million, a
decrease of ¥808 million from the previous consolidated fiscal year. Cash flows and the major sources and uses of cash in the
consolidated fiscal year under review are summarized as follows.

(Cash flows from operating activities)

Operating activities provided net cash of ¥55,872 million, a decrease of ¥8,598 million from the previous consolidated
fiscal year. This was mainly due to net income before income taxes and depreciation.

(Cash flows from investing activities)

Investing activities used net cash of ¥51,052 million, a decrease of ¥19,725 million from the previous consolidated fiscal
year. This was mainly due to the purchase of tangible fixed assets.

(Cash flows from financing activities)

Financing activities used net cash of ¥7,689 million, compared with provided net cash of ¥9,410 million in the previous
consolidated fiscal year. This was mainly due to the redemption of commercial papers and dividend payments.
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4) Production, orders, and sales

a. Production

Production value by business segment in the fiscal year under review was as follows.

Segment name Amount (Million yen) Year-on-year (%)

Carbon Black 144,457 (6.6)
Fine Carbon 30,899 (45.1)
Smelting and Lining 61,751 4.3)
Graphite Electrodes 32,384 (38.2)
Industrial Furnaces and Related Products 9,971 (28.6)
Other Operations 6,876 (29.5)

Total 286,340 (18.6)

(Notes) 1. Intersegment transactions are eliminated.
2. Amounts are based on selling prices.

b. Orders

Orders by business segment in the fiscal year under review were as follows.

Note that the Industrial Furnaces and Related Products carries out production on a made-to-order basis.

Segment name Orders (Million yen)

Year-on-year (%)

Order backlog (Million yen)| Year-on-year (%)

Industrial Furnaces and
Related Products

+11.9 12,251

+24.6

Total

+11.9 12,251

+24.6

(Note) Intersegment transactions are eliminated.

c. Sales

Sales by business segment in the fiscal year under review were as follows.

Segment name Amount (Million yen) Year-on-year (%)

Carbon Black 147,093 (6.2)
Fine Carbon 55,969 +3.9
Smelting and Lining 61,751 4.3)
Graphite Electrodes 37,573 (23.0)
Industrial Furnaces and Related Products 10,728 (34.1)
Other Operations 9,843 +0.4

Total 322,960 (7.8)

(Note) Intersegment transactions are eliminated.
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(2) Management’s analysis and points of consideration regarding operating results, etc.

1)

2)

3)

Management’s views and analysis/points of consideration regarding the Group’s operating results, etc. are as follows. Forward-
looking statements in the document are based on the judgments of the Group at the end of the current consolidated fiscal year.

a.

Management’s views and analysis/points of consideration regarding operating results, etc. for the fiscal year under review
Net sales for the current fiscal year decreased by 7.8% year on year to ¥322,960 million due to the sale of the German base in
Graphite Electrodes, lower sales prices and volume in Carbon Black. The sales-cost ratio decreased by 1.7 points to 75.3%
owing to cost reductions in Smelting and Lining and an improvement of operational efficiency through structural reforms such
as the consolidation of production bases in Graphite Electrodes.

Selling, general and administrative expenses decreased by 12.0% year on year to ¥53,890 million mainly due to a decrease in
depreciation and amortization of goodwill related to the impairment losses recorded in Smelting and Lining in the previous
consolidated fiscal year. As a result, operating income decreased by 33.3% year on year to ¥25,850 million.

Non-operating income decreased by 31.9% year on year to ¥4,494 million due to a decrease in foreign exchange gains and the
absence of share of profit of entities accounted for using equity method following the conversion of equity-method associates
to consolidated subsidiaries. Non-operating expenses increased by 18.3% year on year to ¥4,032 million due to increases in
interest expenses and other factors.

In extraordinary income, ¥4,199 million was recorded as a gain on sale of investment securities due to the sale of cross-
shareholdings to improve capital efficiency and asset efficiency, and ¥938 million was recorded as a reversal of provision for
business restructuring. In extraordinary losses, the Company’s consolidated subsidiaries recorded an impairment loss of ¥348
million. As a result, net income before income taxes amounted to ¥30,918 million, compared with ¥47,395 million in net loss
before income taxes in the previous fiscal year.

Total income taxes increased by 44.1% year on year to ¥7,644 million, while net income attributable to non-controlling
interests of ¥3,195 million was recorded. As a result, net income attributable to owners of the parent company amounted to
¥20,078 million, compared with ¥56,485 million in net loss attributable to owners of the parent company in the previous fiscal
year.

As for total assets at the end of the fiscal year under review, current assets decreased by ¥11,737 million year on year to
¥258,828 million due to decreases in inventories and accounts receivable, and fixed assets increased by ¥32,253 million year
on year to ¥405,204 million due to increases in tangible fixed assets, etc.

Analysis of the financial resources for capital and the liquidity of funds

Cash flows

For details on the status of cash flows, please refer to (1) 3) Cash flows.

Financial policy

The Group’s basic policies are to improve capital-efficiency, maintain financial soundness, secure liquidity, and control
financial expenses in order to achieve sustainable growth and increase shareholder value.

We aim to expand earnings by allocating capital in consideration of hurdle rates under an optimal capital structure that secures
a strong financial base to support business growth while enhancing capital efficiency.

Funding for the Group as a whole is handled by the head office, and the Global Cash Management System (GCMS) is utilized
to improve the efficiency of cash on hand. Funding is based on cash flows from operating activities and cash on hand. In the
event that external funding needs, such as investment, exceed the base amount, the Company will select the most appropriate
funding method in response to market conditions, based on debt financing, such as borrowing from financial institutions or
issuing bonds payable.

In addition, the Company appropriately controls interest rate fluctuation risks and liquidity risks based on monitoring and
analysis of the amount of risk and suppresses financial expenses.

Significant accounting estimates and assumptions used in such estimates

The consolidated financial statements of the Group are prepared in accordance with the generally accepted accounting
principles in Japan. Significant accounting policies are stated in “Section 5 Status of Accounting 1. Consolidated Financial
Statements, etc. (1) Notes to Consolidated Financial Statements (Significant basis for preparation of consolidated financial
statements).”

In preparing the consolidated financial statements, accounting estimates are made for items that need them based on reasonable
standards; however, actual results may differ from these estimates due to uncertainties specific to the estimates. Significant
accounting estimates and assumptions used in the preparation of the consolidated financial statements are provided in “Section
5 Status of Accounting 1 Consolidated Financial Statements, etc. (1) Notes to Consolidated Financial Statements (Significant
accounting estimates).”
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Important Agreements, etc.
Not applicable.

Research and Development

The Company considers research and development to be one of its most important initiatives for the sustainable growth of the
Company and the enhancement of its value over the medium to long term.

Therefore, the Group (the Company and its affiliated companies) actively promotes a variety of research and development activities
such as the development of new products including those designed to reduce environmental impact based on basic research,
production technology research and performance enhancement of existing products, and quality improvement, which are mainly
led by Fuji Research Laboratory, Chigasaki Laboratory, Chita Laboratory, and Tanoura Laboratory in collaboration with the
Company’s development and technology divisions. In addition, from the perspective of protecting our own technologies and
products and avoiding conflicts with other companies’ technologies, we have placed the Intellectual Property Department under the
R&D Strategy Division, thereby supporting research and development by quickly sharing information among related departments
and generating technological synergies. The contents of the research and development are regularly reported to the Board of
Directors. The details and costs of research and development activities of the Group are presented in a combined form since they
are difficult to be associated with specific segments.

(Major research and development activities)

Fine carbon and fine ceramics, which are positioned as growth areas in the Company, have excellent material properties and a wide
variety of applications. Considering the remarkable growth in the energy-related, semiconductors, electronics and environmental
areas in recent years, the Company is developing products that will meet these high-tech needs.

Tokai Konetsu Kogyo Co., Ltd. is developing high-performance industrial furnaces and silicon carbide products for electronic
components and secondary batteries.

In addition, we are focusing on patent applications related to carbon neutrality, which is our long-term vision of “contributing to a
sustainable society through advanced materials and solutions,” and the number of patents granted is increasing.

(Amount of research and development expenditure)
Total R&D expenditure in the fiscal year under review was ¥4,428 million.
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Section 3 Facilities and Equipment

1 Capital Investment, etc.
With a focus on product areas that are expected to grow over the long term, the Group makes investments for environmental
measures, labor-saving, rationalization, and improvement of product reliability. We implemented capital investment totaling
¥36,854 million, mainly for upgrading manufacturing facilities, during the fiscal year under review.
In the Carbon Black business, the Group implemented capital investment of ¥19,903 million, mainly at Tokai Carbon CB Ltd.
In the Fine Carbon business, the Group implemented capital investment of ¥6,239 million, mainly at the Tanoura Plant of the
Company.
In the Smelting and Lining business, the Group implemented capital investment of ¥3,672 million, mainly at Tokai COBEX Polska
Sp. Z 0.0.
In the Graphite Electrodes business, the Group implemented capital investment of ¥2,861 million, mainly at TOKAI CARBON GE
LLC.
In the Industrial Furnaces and Related Products business, the Group implemented capital investment of ¥782 million, mainly at
Tokai Konetsu Kogyo Co., Ltd.
In Other Operations business, the Group implemented capital investment of ¥509 million, mainly at the Shonan Plant of the
Company.
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2 Major Facilities and Equipment

(1) Submitting company

(As of December 31, 2025)

Book value (Million yen)
Plant name Details of facilities o Machinery, Number of
. Segment name . Buildings . employees
(Location) and equipment equipment, Land Other
and 5 Total (people)
and (area m”) (Note) 1
structures .
vehicles
Ishi ki Plant Carbon black 753
shinomaki Plan
Carbon Black facturi
(Ishinomaki-shi, Miyagi) arbon Blac| maTn'J acturing 668 760 (82.031) 91 2,273 43
facility
Chita Plant Carbon black 693
(Taketoyo-cho, Chita-gun, Carbon Black | manufacturing 1,898 2,561 (179.974) 817 5,971 102
Aichi) facility ’
Kyushu-Wakamatsu Plant Carbon black 304
(Wakamatsu-ku, Kitakyushu- | Carbon Black manufacturing 725 1,271 (32.560) 122 2,423 46
shi) facility ’
Tanoura Plant Fine carbon 10
(Ashikita-machi, Ashikita- Fine Carbon manufacturing 4,609 2,866 (178.242) 2,927 10,414 100
gun, Kumamoto) facility ?
Granhit Graphite electrodes 151
raphite
Hofu Plarhlt A . P g manufacturing 1,077 3,648 14.4 250 5,127 80
(Hofu-shi, Yamaguchi) ectrodes facility (314,400)
Shonan Plant Other Friction materials 230
. S . . . 298 506 81 1,116 79
(Chigasaki-shi, Kanagawa) Operations production facility (83,285)
.. Research and
Fuji Research Laboratory devel . 60
evelopmen
(Oyama-cho, Sunto-gun, Company-wide . Ap 630 2,311 180 3,182 39
’ facilities and (33,767)
Shizuoka, etc.) .
equipment
(2) Domestic subsidiaries (As of December 31, 2025)
Book value (Million yen)
. e - Number of
Compan}f name Segment name Details of 'fa(:llltles Buildings Maghunery, employees
(Location) and equipment equipment, Land Other
and ) Total (people)
and (area m") (Note) 1
structures .
vehicles
- Fine carbon
Tokai Fine Carbon Co., Ltd. facturi 130
man rin,
(Chigasaki-shi, Kanagawa, Fine Carbon a' u aclunng 885 1,284 229 2,529 140
facility (25,088)
etc.)
(Note) 3
. Industrial .
Tokai Konetsu Kogyo Co., Industrial furnaces
Ltd. (Minato-ku, Tok Fumaces and duction facilit 3,086 908 139 413 | 4,548 190
. (Minato-ku, , T ion facili ) )
ato-ku, fokyo Related procuction factity (145,859)
etc.) (Note) 4
Products




(3) Overseas subsidiaries

(As of December 31, 2025)

Book value (Million yen)

. . n Number of
Company name S Details of facilities S Machinery,
. egment name . Buildings . employees
(Location) and equipment equipment, Land Other
and ) Total (people)
and (area m”) (Note) 1
structures .
vehicles
Carbon black 599
Cancarb Limited manufacturing
(Medicine Hat, Canada) Carbon Black facility, etc. 1,169 7,100 (255.900) 1,667 | 10,467 85
(Note) 5
THAI TOKAI CARBON Carbon black 3,384
PRODUCT COMPANY manufacturing
LIMITED Carbon Black facility 899 | 41,978 (202,458) 6,350 | 52,613 138
(Bangkok, Thailand, etc.) (Note) 6 [83,368]
Thai Tokai Carbon Carbon black 874
Product Rojana Co., Ltd. Carbon Black | manufacturing 569 2,856 2,588 6,889 140
(Rayong, Thailand) facility (203,350)
Carbon black 273
Tokai Carbon CB Ltd. manufacturing
(Fort Worth, U.S.A., etc.) Carbon Black | ¢, 4o 5,135 | 57443 (584.539) 10,537 | 73,389 375
(Note) 6 [7,810]
TOKAI CARBON KOREA Fine carbon 2.398
CO.,LTD. Fine Carbon manufacturing 4,612 5,307 ? 3,874 | 16,193 467
(Anseong, Republic of Korea) facility (44,965)
Tokai Carbon (Dalian) Co., Fine carbon
Ltd. . manufacturing -
(Dalian, People’s Republic of Fine Carbon facility 1,124 1,591 [30,092] 129 2,845 183
China) (Note) 7
Fine carbon 31
MWTI, Inc. . manufacturing
(Rochester, US A, etc.) Fine Carbon facility 519 2,386 (7,972) 575 3,513 126
(Note) 6 [38,569]
Production
Tokai COBEX Smelting and (f:z(t:lzlg(llzz 1;(())1; 33
Polska sp. z 0. 0. Lini & Jumi 8,793 15,931 (6,191) 7,762 | 32,521 751
(Raciborz, Poland, etc.) 1ning aummnum
’ ’ electrolysis, etc. [594,289]
(Note) 6
Production
. . . facilities for 427
Lo bachers Frameeon® | Tnerineand | carhodes for 3,786 | 10,976 1497 | 16686 | 376
: S ete. g aluminum (219,632)
electrolysis, etc.
. Graphite electrodes
TOKAI CARBON GE LLC Graphite . 416
(Charlotte, US.A., etc.) Electrodes rfzzﬁlilé.jwturmg 5,311 16,256 (1272.805) 3,184 25,167 245

(Notes) 1.

W N

by the submitting company.

(o N o Y
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. The Shiga Plant of the submitting company was closed in the current fiscal year.
. Land and buildings are primarily leased by the submitting company, and the book value is based on the amount provided

. A portion of land is leased from the submitting company, and the amount shown includes its book value.
. Includes waste heat treatment facilities acquired incidentally with the acquisition of Cancarb Limited.

. A portion of land is leased from outside the Group, and land area is indicated in parentheses.
. Land is leased from outside the Group, and land area is indicated in parentheses.
. There are no major facilities or equipment currently idle.

“Other” under book value is the sum of tools, furniture and fixtures, leased assets, and construction in progress.




3 Plans for New Installation, Disposal, etc. of Facilities

(1) New installation of significant facilities, etc.

Estimated investment Start and scheduled
. amount completion
Details of .
Company name X Segment . Total Funding
Location facilities and .
Office name name . amount Amount paid method .
equipment . . Start Completion
(Million  |(Million yen)
yen)
Tokai Carbon Co. Taketoyo-cho, Upgrades to
. . Own funds December
Ltd. Chita-gun, Carbon Black | manufacturing 1,540 877 . May 2027
. . . and borrowing 2023
Chita Plant Aichi facility
. Establishment
Tokai Carbon Co. Taketoyo-cho, Own funds,
. of new . August December
Ltd. Chita-gun, Carbon Black . 3,846 470 | borrowing, and
. L manufacturing . 2025 2027
Chita Plant Aichi . subsidy
facility
. Ashikita-
Tokai Carbon Co. . Upgrades to
machi, . R Own funds February
Ltd. . Fine Carbon manufacturing 5,051 2,425 . June 2028
Ashikita-gun, . and borrowing 2025
Tanoura Plant facility
Kumamoto
Tokai Carbon Co. . Lo Expansion of
Chigasaki-shi, . K Own funds November February
Ltd. Fine Carbon manufacturing 5,400 5,282 .
. . Kanagawa . and borrowing 2022 2026
Chigasaki Laboratory facility
Tokai Carbon Co. Establishment
Ltd. Hofu-shi, Other of new Own funds September
. . . . 3,190 2,946 . March 2026
Production Yamaguchi Operations manufacturing and borrowing | 2023
Technology Center facility
. . .| Industrial .
Tokai Konetsu Kogyo | Shibata-machi, Expansion of
. Furnaces and . August February
Co., Ltd. Shibata-gun, manufacturing 2,311 2,300 | Own funds
. L Related . 2022 2026
Sendai Plant Miyagi facility
Products
Establishment
of
Tokai Carbon CB Big Spring, . Own funds February
Carbon Black | environmental 1,346 1,346 . May 2025
Ltd. U.S.A., etc. . and borrowing 2026
protection
facility
THAI TOKAI X
Establishment
CARBON
Rayong, of new September
PRODUCT . Carbon Black . 49,203 44,250 | Own funds May 2026
Thailand manufacturing 2022
COMPANY =
facility
LIMITED
. . Upgrades to
Tokai COBEX Nowy Sacz, Smelting . December February
. manufacturing 2,379 2,322 | Own funds
Polska sp. z 0.0. Poland, etc. and Lining facilit 2023 2026
acility

(2) Disposal of significant facilities, etc.

The Company's consolidated subsidiary THAI TOKAI CARBON PRODUCT COMPANY LIMITED plans to dispose of its

current plant in Sriracha district after relocating to a new plant currently under construction in Rayong Province in 2026.
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Section 4 Status of the Submitting Company

1  Status of Shares, etc.
(1) Total number of shares, etc.

1)  Total number of shares

Type Total number of shares authorized to be issued (Shares)
Common shares 598,764,000
Total 598,764,000

(Note) The Company’s articles of incorporation stipulate that the total number of shares authorized to be issued is 598,764,000
shares.

2)  Shares issued

Number of shares ber of sh Name of listed financial
issued as of end of .Num e 0% ShATCS 4 struments exchange or
Type fiscal year (Shares) issued as of date of registered authorized Details
submission (Shares) L
(As of December 31, (March 26, 2026) financial instruments
2025) ’ exchange association
Common shares 224,943,104 224,043,104 | Tokyo Stock Exchange | g, ik 100 shares
(Prime Market)
Total 224,943,104 224,943,104 - -

(2) Status of stock warrants
1) Stock option system
Not applicable

2)  Shareholder rights plan
Not applicable

3) Status of other stock warrants, etc.

Not applicable

(3) Status of exercise, etc. of moving strike warrants

Not applicable

(4) Change in total number of shares issued and capital, etc.

Increase Increase Increase
Period to(t(:telcriﬁiile))erlz £ Tgﬂg?glﬁ;f (decrease) in Capital (decrease) in | Capital reserve
shares issued (Shares) capital (Million yen) | capital reserve | (Million yen)
ue ares Million yen Million yen
(Shares) ( yen) ( yen)
January 1 -
December 31, 2008 2,913,720 | 224,943,104 743 20,436 743 17,502
(Note)

(Note)  The increases stemmed from the exercise of stock warrants.
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(5) Shareholder composition

(As of December 31, 2025)

Distribution of shares (number of shares per unit: 100 shares)
. . . - - Odd-lot
Category National . | Financial Foreign corporations, N shares
and local | Financial |instrument Other etc. Individuals, Total (Shares)
government| institutions | trading |corporations| Qther than . etc.

agencies firms individuals | Mdividuals
Number of
shareholders 0 49 44 666 273 174 124,144 125,350 -
(Person)
Number of
shares held 0 860,154 74,015 109,658 396,818 858 805,480 | 2,246,983 244,804
(Units)
Ownership 0 38.28 3.29 4.88 17.66 0.04 35.85 100 -
ratio (%)
(Notes) 1. The 11,436,605 shares of treasury stock are included as 114,366 units under “Individuals, etc.” and 5 shares under “Odd-

lot shares” in the table above.

2. The 10 units of shares held by the Japan Securities Depository Center are included under “Other corporations.”

(6) Major shareholders

(As of December 31, 2025)

Ownership ratio
Number of shares| based on total
Name Location held number of shares
(Thousand shares)| issued (excluding
treasury stock; %)
The Master Trust Bank of Japan, Ltd. | AKASAKA INTERCITY AIR, 1-8-1 Akasaka,
. 42,757 20.03
(trust account) Minato-ku, Tokyo
Custody Bank of Japan, Ltd. (trust |y ¢ 15 parumi, Chuo-ku, Tokyo 17,151 8.03
account)
STATE STREET BANK AND
TRUST COMPANY 505223 P. 0. BOX 351, BOSTON, MASSACHUSETTS
(Standing proxy: Mizuho Bank, 02102, U.S.A. (Shinagawa Intercity Building A, 6,017 2.82
Ltd., Settlement & Clearing 2-15-1 Konan, Minato-ku, Tokyo)
Services Department)
MUFG Bank, Ltd. 1-4-5, Marunouchi, Chiyoda-ku, Tokyo 5,827 2.73
Igltsublshl UFJ Trust and Banking 1-4-5, Marunouchi, Chiyoda-ku, Tokyo 4,609 2.16
orporation
STATE STREET BANK AND ONE CONGRESS STREET, SUITE 1,
TRUST COMPANY 505001 .
. . BOSTON, MASSACHUSETTS (Shinagawa
(Standing proxy: Mizuho Bank, . e . 3,711 1.74
. Intercity Building A, 2-15-1 Konan, Minato-ku,
Ltd., Settlement & Clearing Tokyo)
Services Department) y
JP MORGAN CHASE BANK 25 BANK STREET, CANARY WHAREF,
385781 (Standing proxy: Mizuho LONDON, E14 5JP, UNITED KINGDOM 2787 131
Bank, Ltd., Settlement & Clearing (Shinagawa Intercity Building A, 2-15-1 Konan, ’ ’
Services Department) Minato-ku, Tokyo)
Tokio Marine & Nichido Fire 2-6-4, Otemachi, Chiyoda-ku, Tokyo 2,426 .14
Insurance Co., Ltd.
The Nomura Trust and Banking Co., C
Ltd. (trust account) 2-2-2, Otemachi, Chiyoda-ku, Tokyo 2,149 1.01
vhelji Yasuda Life Insurance 2-1-1, Marunouchi, Chiyoda-ku, Tokyo 2,032 0.95
ompany
Total - 89,469 41.92
(Notes) 1. In addition to the above, the Company holds 11,436,000 shares of treasury stock (5.08% of total shares issued).
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. All 42,757,000 shares held by The Master Trust Bank of Japan, Ltd. (trust account) are related to trust services.

. All 17,151,000 shares held by Custody Bank of Japan, Ltd. (trust account) are related to trust services.

. All 2,149,000 shares held by The Nomura Trust and Banking Co., Ltd. (trust account) are related to trust services.

. In the Change Report made available for public disclosure as of October 21, 2025, shares owned by Nomura Securities
Co., Ltd. and its joint holders as of October 15, 2025 are indicated below. However, since the Company cannot confirm
the numbers for substantial shareholdings as of December 31, 2025, they are not included under “Major shareholders”
as shown above. The contents of the Change Report are as follows.

. Number of shares Shareholding ratio|
Name Location held (%)
(Thousand shares) 0
Nomura Securities Co., Ltd. 1-13-1, Nihombashi, Chuo-ku, Tokyo 122 0.05
NOMURA INTERNATIONAL | 1 Angel Lane, London EC4R 3AB, United
. 456 0.20
PLC Kingdom
E&m‘“a Asset Management Co., | » » | 0001 Koto-ku, Tokyo 17,795 7.91
6. In the Change Report made available for public disclosure as of January 8, 2026, shares owned by Sumitomo Mitsui

Trust Bank, Limited and its joint holders as of December 31, 2025 are indicated below. However, since the Company
cannot confirm the numbers for substantial shareholdings as of December 31, 2025, they are not included under “Major
shareholders” as shown above. The contents of the Change Report are as follows.

Name

Location

Number of shares
held
(Thousand shares)

Shareholding ratio|
(%)

Sumitomo Mitsui Trust Asset
Management Co., Ltd.

1-1-1, Shibakoen, Minato-ku, Tokyo

5,896

2.62

Amova Asset Management Co.,
Ltd.

9-7-1, Akasaka, Minato-ku, Tokyo

8,492

3.78

7. In the Change Report made available for public disclosure as of January 19, 2026, shares owned by Mitsubishi UFJ
Financial Group, Inc. as of January 12, 2026 are indicated below. However, since the Company cannot confirm the
numbers for substantial shareholdings as of December 31, 2025, they are not included under “Major shareholders” as
shown above. The contents of the Change Report are as follows.

. Number of shares Shareholding ratio|
Name Location held (%)
(Thousand shares) ’

MUFG Bank, Ltd. 1-4-5, Marunouchi, Chiyoda-ku, Tokyo 5,827 2.59
Mitsubishi UFJ Trust and 1-4-5, Marunouchi, Chiyoda-ku, Tokyo 8,569 3.81
Banking Corporation

. Ropermaker Place,25 Ropemarker Streets,
MUFG Securities EMEA plc London EC2Y 9AJ, United Kingdom 2,000 0.89
Mitsubishi UFJ Asset . oo R
Management Co., Ltd 1-9-1, Higashi-shimbashi, Minato-ku, Tokyo 4,066 1.81
Mitsubishi UFJ Morgan Stanley . .
Securities Co., Lid. 1-9-2, Otemachi, Chiyoda-ku, Tokyo 264 0.12
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(7) Voting rights
1))

Shares issued

(As of

December 31, 2025)

Category

Number of shares (Shares)

Number of voting rights

Details

Non-voting shares

Shares with limited voting rights
(Treasury stock, etc.)

Shares with limited voting rights
(Other)

. . (Treasury stock)

Shares with full voting rights Common 11,436,600 ) )

(Treasury stock, etc.)
shares

Shares with full voting rights Common 213,261,700 2,132,617 _

(Other) shares

Odd-lot shares Common 244,804 ) Shares below unit number (100
shares shares)

Total number of shares issued 224,943,104 - -

Total shareholder voting rights - 2,132,617 -

(Note) The 1,000 shares (10 voting rights) held by the Japan Securities Depository Center are included under “Shares with full

voting rights (Other).”
2) Treasury stock, etc.

(As of December 31, 2025)
Number of Number of Ownership ratio|

shares held in shares held |Total number of| based on total

Name of holder Address of holder own name under different | shares held number of
(Shares) names (Shares) shares issued
(Shares) (%)
(Treasury stock) 1-2-3, Kita Aoyama, _
Tokai Carbon Co., Ltd. Minato-ku, Tokyo 11,436,600 11,436,600 5.08
Total - 11,436,600 - 11,436,600 5.08
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2 Acquisition of Treasury Stock, etc.

[Class of shares, etc.] Acquisition of common shares under the provisions of Article 155, Item 7 of the
Companies Act

(1) Acquisition of shares by resolution at a General Meeting of Shareholders

Not applicable

(2) Acquisition of shares by resolution at a Board of Directors’ meeting

Not applicable

(3) Acquisitions not based on resolutions at a General Meeting of Shareholders or Board of Directors’ meeting

Acquisitions based on shareholder requests for repurchase of odd-lot shares under the provisions of Article 192, Paragraph 1 of
the Companies Act

Category Number of shares (shares) Total value (yen)
Treasury stock acquired in fiscal year under review 1,012 967,536
Treasury stock acquired in period prior to submission of 166 161.792
this report ,

(Note) Treasury stock acquired in the period prior to submission of this report does not include shares acquired based on shareholder
requests for repurchase of odd-lot shares between March 1, 2026 and the date of submission of this report.

(4) Disposal and holding of acquired treasury stock

Fiscal year under review Period prior to submission of this report

Categor
goy Number of shares | Total value disposed | Number of shares | Total value disposed

(shares) (yen) (shares) (yen)

Acquired treasury stock for which
subscribers were solicited

Acquired treasury stock cancelled - - - -

Acquired treasury stock transferred in
connection with mergers, stock swaps, - - - -
stock issuances or company splits
Other

(Sold in response to requests for sale
of odd-lot shares, disposal of treasury 34,933 21,104,740 - -
stock as remuneration in the form of
shares with a transfer restriction)

Treasury stock held 11,436,605 - 11,436,771 -

(Notes) 1. “Other (Sold in response to requests for sale of odd-lot shares)” during the period prior to submission of this report
does not include shares acquired in response to requests for sale of odd-lot shares between March 1, 2026 and the
date of submission of this report.

2. Figures for “Treasury stock held” during the period prior to submission of this report do not include shares
purchased/sold in response to requests for repurchase/sale of odd-lot shares between March 1, 2026 and the date of
submission of this report.
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Dividend Policy

The Company regards returning profits to shareholders to be one of its important management priorities in its efforts to increase
corporate value over the medium and long term. Accordingly, the Company maintains its basic policy to pay dividends stably and
continuously with a consolidated payout ratio of 30% as a target, while giving consideration to its operating results and forecasts,
investment plans, and status of cash flows, etc. in each period.

The Company’s basic policy is to distribute dividends of surplus twice a year: an interim dividend and a year-end dividend. The
decision-making body for such dividends of surplus is the General Meeting of Shareholders for the year-end dividend and the Board
of Directors for the interim dividend.

Based on the policy outlined above, the Company plans to pay an annual dividend of ¥30 per share (including an interim dividend
of ¥15 per share) for the fiscal year under review and will make a resolution at the Annual General Meeting of Shareholders on
March 27, 2026.

The Company plans to allocate retained earnings to investments in areas that could become sources of future value, such as facility
upgrades, environmental investments, growth-oriented investments, and strategic investments.

The Company’s articles of incorporation stipulate that “An interim dividend may be distributed with a record date of June 30
every year by the resolution of the Board of Directors.”

Dividends of surplus for the fiscal year under review are as follows.

Date of resolution Total amount of dividend (Million yen) Dividend per share (Yen)

August 7, 2025
Board of Directors resolution
March 27, 2026
Resolution at Annual General 3,202 15.0
Meeting of Shareholders (planned)

3,202 15.0
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4 Corporate Governance, etc.

(1) Overview of corporate governance

1) Basic views on corporate governance

The Company recognizes that enhancing its corporate value over the medium to long term is the most important management
objective and believes that responding to the expectations of all stakeholders, including customers and shareholders, and
building favorable relationships with them, is essential in achieving this objective. To this end, the Company has adopted a
basic corporate philosophy of “Ties of Reliability.” Based on this philosophy and taking into account the views defined in its
Guidelines and the Global Code of Conduct, the Company strives to develop an effective corporate governance structure. The

Company’s corporate governance system and the members, subject to approval on March 27, 2026, are as follows.

General Meeting of Shareholders

Appointment/Dismissal

Appointment/Dismissal

Board of Directors

Executives Meeting

Business, R&D, Administrative Division, etc.

Group companies

Appointment/Dismissal

Audit  s—

Cooperation

Voluntary advisory organ

Risk
Position Name Board of Executives | Remuneration | Nomination | Management | Sustainability
Directors Meeting Committee Committee | & Compliance | Committee
Committee
President & Haiime
Chief Executive N J © © O O ©
Officer agasaka
. Masafumi
Director Teuii O @) O O
suji
Director é ?ntsggﬁ:l;li O O O
Director iatsuhlkq O O
amazaki
Director Akihiko Sato O O @) O
Director Tsunayuki O @)
Sato
External Mayumi
Director Asﬁéa O (Note) O O
]E))i(rtzz?g; Kimiya Sano O (Note) © ©
ED)].(;ZZ?;I Akira Takada O (Note) O O
Audit &
Supervisory Yuji Serizawa O (Note) (Note) (Note)
Board Member
Audit &
Supervisory Kanji Sugihara O (Note) (Note) (Note)
Board Member
External Audit Kaoru
& Supervisory Ovashi O (Note)
Board Member gashiwa
External Audit Yoshinori
& Supervisory Matsushima O (Note)
Board Member
Executive - - 4 persons - - 4 persons 1
Officers, etc. P P person
Directors and
Advisors of - 2 persons 6 persons - - 6 persons 4 persons
Subsidiaries

©: Head of organization (chairperson or head of committee) O: Member of organization

(Note) Participates as associate member/observer
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2)

Corporate governance system
As a company with an Audit & Supervisory Board, the Company operates under the basic stance of reinforcing audits by Audit
& Supervisory Board Members and the internal audit function and makes efforts to strengthen management supervision
functions of the Board of Directors by appointing multiple External Directors and establishing voluntary committees in order
to realize an appropriate corporate governance structure. In addition, from the perspective of clarifying the functions and
responsibilities of corporate officers engaged in business execution, the Company has adopted the Executive Officer System
and established the Executives Meeting in an effort to enhance and strengthen business execution functions of the organization.
a. Board of Directors
The Board of Directors is responsible for determining important management matters and supervising business execution
and held 23 meetings in fiscal 2025. As of the date of submission of this report, there are eight Directors, two of whom are
External Directors. As voluntary advisory committees for the Board of Directors, the Company has established the
Nomination Committee and the Remuneration Committee, that are composed of a majority of External Directors. The
Company has also established the Risk Management & Compliance Committee and the Sustainability Committee as
voluntary advisory committees for the Board of Directors.

1) Knowledge and experience expected of Directors and Audit & Supervisory Board Members
Skill matrix for Directors and Audit & Supervisory Board Members in fiscal 2025

Knowledge and experience expected of Directors and Audit & Supervisory Board Members
Human
Legal
Term of | Corporate | Finance | affairs and Ma[}zfactur Sales and afgilgngn ESG and
Name Sex office manageme and risk Global techn(%l,ogy marketing | resource sustainabili
(years) nt accounting mani%eme and ICT developme ty
nt
Hajime Male 20 . . . . .
Nagasaka
Masafumi Tsuji| Male 9 . ° . . °
K -
atsuyukl' Male 7 . . .
Yamaguchi
Z Shunji Male 7 . . .
s Yamamoto
2 -
& Tatsuhlkg Male 3 o o . .
Yamazaki
Takashi Masaki| Male 2 . . .
Nobumltsu. Male 8 . . o R .
Kambayashi
Mayumi Asada| Female 5 . . °
7 | Yuji Serizawa | Male 3 . .
22
=51
g & | Kanji Sugihara| Male 2 . .
=95
A=
A K
22 aom Male 6 . .
= S| Ogashiwa
o m . -
1 Yoshinori
<
Matsushima Male 3 ° *

*1. Director Takashi Masaki’s area of responsibility changed to President & Chief Executive Officer of Tokai Material Co.,
Ltd. on January 1, 2026.
2. Directors Shunji Yamamoto and Takashi Masaki and External Director Nobumitsu Kambayashi will retire on March 27,
2026.
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2) Fiscal 2025 Board of Directors’ agenda

Theme Classification

Agenda Topics

Governance,

risk management, and
subsidiary
management

Analysis and evaluation of the effectiveness of Board Directors

Funding, investment and market risk management performance report

Internal control system basic policies and status of initiatives, internal audit plan and
report

Risk Management & Compliance Committee report

Important matters related to management of subsidiaries

Personnel and
organization

Director and executive personnel affairs

Reorganization and revision of regulations

Settlement of
accounts and finance

Monthly closing, financial results, and securities report

Impairment loss on goodwill

Management strategy
and sustainability

Annual budget, management plans and policies, and progress reports

Evaluate and analyze business portfolio, verify the validity of cross shareholdings and
sell cross shareholdings

Sustainability Committee, Carbon Neutral Committee report

Fund procurement (bonds payable, borrowings)

Health management / results and plans

3) Fiscal 2025 Board of Directors attendance

Position Name Attendance
Hajime Nagasaka 100% (23 / 23 times)
Masafumi Tsuji 100% (23 / 23 times)
Katsuyuki Yamaguchi 100% (23 / 23 times)
Shunji Yamamoto 100% (23 / 23 times)
Tatsuhiko Yamazaki 100% (23 / 23 times)
Directors
Takashi Masaki 100% (23 / 23 times)
Nobumitsu Kambayashi )
100% (23 / 23 times)
(External / Independent)
Mayumi Asada .
100% (23 / 23 times)
(External / Independent)
Toshiro Miyazaki
100% (8 / 8 times)
(External / Independent)
Yuji Serizawa 100% (23 / 23 times)
Audit & Kanji Sugihara 100% (23 / 23 times)
Supervisory Kaoru Ogashiwa .
Board 100% (23 / 23 times)
Members (External / Independent)
Yoshinori Matsushima )
100% (23 / 23 times)
(External / Independent)

*1. Director Takashi Masaki’s area of responsibility changed to President & Chief Executive Officer of Tokai Material Co.,
Ltd. on January 1, 2026.
2. Directors Shunji Yamamoto and Takashi Masaki and External Director Nobumitsu Kambayashi will retire on March 27,

2026.

3. Director Toshiro Miyazaki retired from Director on May 1, 2025, following his passing. He attended eight Board of

Directors meetings.

4) Strengthening the effectiveness of the Board of Directors

In 2016, the Company established the Nomination Committee, Remuneration Committee, Executives Meeting, Risk
Management & Compliance Committee, etc. to fundamentally strengthen its governance system centered on the Board
of Directors. As a result, the annual evaluation of the effectiveness of the Board of Directors confirmed that significant

.40.



improvements had been made in various areas. One characteristic is that all External Directors are deepening their
understanding of important matters by actively attending important meetings other than the Board of Directors meetings,
and the effectiveness evaluation points out that the neutral and objective opinions from these External Directors greatly
contribute to the improvement of the Board of Directors’ supervisory functions.

The current governance system has generally taken root, and the initial results have been appropriately maintained. In
addition, the Company has been working to continuously strengthen the system, including the establishment of the
Sustainability Committee in 2022. In 2025, it was evaluated that a certain amount of progress had been made in
strengthening Board of Directors’ functions related to strategic direction and the cooperation between sustainability and
management.

b. Audit & Supervisory Board Members and the Audit & Supervisory Board

The Audit & Supervisory Board meets monthly as a general rule. As of the date of submission of this report, there are four
Audit & Supervisory Board Members, two of whom are External Audit & Supervisory Board Members. Based on the auditing
policy and the audit plan resolved by the Audit & Supervisory Board, Audit & Supervisory Board Members audit the status
of execution of duties by Directors through attending Board of Directors’ meetings and other important meetings and
investigating the status of business operations and assets. In fiscal 2025, 16 meetings were held in total. The attendance of
each Audit & Supervisory Board Member in the Audit & Supervisory Board meetings is as follows. The status of the Audit
& Supervisory Board activities is described in (3) Status of audits.

Fiscal 2025 Audit & Supervisory Board attendance

Position Name Attendance
© Yuji Serizawa 100% (16 / 16 times)
Audit & Kanji Sugihara 100% (16 / 16 times)
Supervisory -
Board Kaoru Ogashiwa 100% (16 / 16 times)
(External / Independent)
Members Voshinor M -
oshinori Matsushima o .
(External / Independent) 100% (16 /16 times)

©: Chairperson

c. Voluntary advisory committees

The status of attendance at the voluntary advisory committee meetings in fiscal 2025 is as follows.

Risk
o Nomination Remuneration Management Sustainability
Position Name . . & .
Committee Committee C . Committee
ompliance
Committee
Hajime Nagasaka 5/5 times 3 /3 times 4/ 4 times
Masafumi Tsuji 4/ 4 times 4/ 4 times
Katsuyuki Yamaguchi 4/ 4 times
Shunji Yamamoto 4/ 4 times 4 /4 times
Tatsuhiko Yamazaki
Directors Takashi Masaki 2 /2 times 2 /2 times
Nobumitsu Kambayashi . .
(External / Independent) 3 /3 times 3/3 times
Mayumi Asada . .
(External / Independent) 3 /3 times 3/3 times
Toshiro Miyazaki . .
(External / Independent) 1/1 time 2 /2 times
Yuji Serizawa 4/ 4 times 4/ 4 times
Audit & Kanji Sugihara 4/ 4 times 4/ 4 times
Su}l);rwzory Kaoru Ogashiwa
Me?r?gers (Exter'nal / Indepen(?ent)
Yoshinori Matsushima
(External / Independent)

*1. Director Takashi Masaki’s area of responsibility changed to President & Chief Executive Officer of Tokai Material Co.,
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Ltd. on January 1, 2026.
2. Directors Shunji Yamamoto and Takashi Masaki and External Director Nobumitsu Kambayashi will retire on March 27,
2026.
3. Director Toshiro Miyazaki retired from Director on May 1, 2025, following his passing. He attended eight Board of
Directors meetings.

1) Nomination Committee

(1) Roles of the Committee
The following matters are discussed and submitted to the Board of Directors.
+ Details of the proposals to be submitted to the General Meeting of Shareholders regarding the appointment of Director
candidates and dismissal of Directors
+ Selection and removal of the Representative Director and the President
+ Appointment and dismissal of Executive Officers
+ Selection and removal of Executive Officers with titles
+ Other matters deemed necessary regarding human resources of Directors and Executive Officers
(i1) Activities in fiscal 2025
Main agenda items
+ Selection of candidates for Director and Executive Officer
- Establishment of the Nomination Committee Regulations and amendments to the Articles of Incorporation
+ Revision of the skill matrix for Directors and Audit & Supervisory Board Members

2) Remuneration Committee

(1) Roles of the Committee
The following matters are discussed and submitted to the Board of Directors.
- Establishment, change, and abolition of basic policies, rules, systems, etc. related to remuneration, etc. of Directors
and Executive Officers
+ Details of the proposal to be submitted to the General Meeting of Shareholders regarding the remuneration limit of
Directors
+  Other matters deemed necessary for remuneration, etc. of Directors and Executive Officers
+ Based on the delegation of the Board of Directors, the following matters will be discussed and decided.
+ Details of individual evaluations and remuneration amounts for Directors and Executive Officers
(ii) Activities in fiscal 2025
Main agenda items
+ Determination of bonuses for Directors and Executive Officers
+  Determination of basic remuneration for Directors and Executive Officers
+ Determination of the amount of monetary remuneration claims pertaining to shares with a transfer restriction
+ Consideration of a proposal for a new remuneration system for Officers and amendments to the Internal Rules on
Remuneration for Officers, etc.
- Establishment of the Remuneration Committee Regulations

3) Risk Management & Compliance Committee

(1) Roles of the Committee
The Committee discusses important matters related to risk and compliance, and based on the results, provides advice to
relevant departments and offices, etc., as well as reports and makes proposals to the Board of Directors.
(i1) Activities in fiscal 2025
Agenda
+ Strengthen risk management system based on risk assessment
+  Major risks of the Company and measures to reduce risks
+ Personal information leakage incident / verification of the management system and response status
+ Verification of the status of measures to strengthen security export control
+ Report on the progress of consideration of alternative raw material procurement measures from China and Taiwan
+ Regular reports on Risk Management & Compliance Committee management KPI

4) Sustainability Committee

(1) Roles of the Committee

The Committee discusses important matters related to sustainability, and based on the results, provides advice to related
departments and offices, etc., as well as reports and makes proposals to the Board of Directors.
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(i) Activities in fiscal 2025

Agenda

+ Setting materiality and sustainability targets and progress management

+ Response based on the results of the employee engagement survey

+ Response to information security disclosure

+ Consideration of implementing double materiality analysis

d. Executives Meeting

The Executives Meeting is established under the Board of Directors to discuss and determine important matters concerning

management based on the basic policies determined by the Board of Directors. Under the Executives Meeting are various

committees that complement the discussions at the Executives Meeting by submitting the results of deliberation to the

Executives Meeting.

3) Status of company functions and internal control systems

Status of internal control systems

To ensure that the Group as a whole executes business operations properly in accordance with relevant laws and regulations
and the Articles of Incorporation, the Company resolved at a Board of Directors’ meeting in May 2006 to set forth the “Basic
policy for establishing an internal control system.” As of the date of submission for this report, the basic policy is as described
below, and the Company is continually working to improve its internal control systems in accordance with the basic policy.

Basic policy for establishing an internal control system
1. System to ensure that the execution of duties by Directors, Executive Officers and employees complies with laws and
regulations and the Articles of Incorporation

)

2)

3)
4)

5)

The Group shall thoroughly execute its duties on the premise of compliance with laws and regulations, the Articles
of Incorporation, and internal rules by establishing the “Corporate Philosophy,” “Guidelines,” and “Global Code of
Conduct,” appropriately operating the internal reporting system, and providing education to ensure compliance.
The Board of Directors shall make decisions on important matters related to business execution and supervise the
execution of duties by Directors in accordance with laws and regulations, the Articles of Incorporation, the “Board
of Directors Regulations,” and other internal regulations.

Audit & Supervisory Board Members shall audit the execution of duties by Directors in accordance with laws and
regulations, the Articles of Incorporation, “Audit & Supervisory Board Regulations” and other internal regulations.
The Internal Auditing Office shall conduct internal audits of the Group operations and endeavor to improve and
strengthen internal control in accordance with the “Internal Auditing Regulations.”

The Company establishes the “Basic Policy for Building an Internal Control System Concerning Financial
Reporting,” “Internal Control Regulations for Financial Reporting,” etc., and develops a system to ensure the
appropriateness of the Group’s financial reporting.

2. System for the storage and management of information related to the execution of duties by Directors

1)

2)

3. Rules
1)

2)

3)

In accordance with the internal regulations on information management, appropriately store and manage
information related to the execution of duties by Directors shall be stored and managed appropriately, and a system
that enables Directors and Audit & Supervisory Board Members to efficiently browse and search shall be developed.
In accordance with the “Basic Policy on Information Disclosure,” information to be disclosed shall be disclosed
promptly, in a timely and appropriate manner.

concerning management of risk of loss and other systems

In order to avoid or reduce the risk of various losses in business operations and potential business risks, and to deal
with unexpected situations such as serious disasters and accidents, the Company establishes internal regulations on
methods, systems, etc., and respond appropriately.

The Company establishes the Risk Management & Compliance Committee, which discusses important matters
related to risk and compliance, and based on the results, provides advice to relevant offices and departments, etc.,
as well as reports and makes proposals to the Board of Directors.

Based on the “Rules Concerning Management of Subsidiaries,” the Company receives reports from subsidiaries on
matters that may cause significant losses to the Group and strives to identify and manage the Group’s risks.

4. System to ensure effective execution of duties by Directors

D

2)

The Company adopts the Executive Officers System to strengthen the decision-making and supervisory functions
of the Board of Directors and to promote the efficiency of business execution. Under the decision of the Board of
Directors, Executive Officers execute the specific duties based on the delegation of the Representative Director.

The Company shall formulate a medium-term management plan, which is company-wide targets of the Group, and
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4)

5)

budgets for each fiscal year, and plan and implement specific measures to achieve the targets.

3) The Company shall prepare a consolidated financial report and report its performance, analysis, etc. to the Board of
Directors.

4) The Company shall deliberate important matters at important meetings such as Executives Meeting, which consists
of Directors and Executive Officers of the Company.

5) The Company shall establish a voluntary Nomination Committee and Remuneration Committee and secure
objectivity regarding the evaluation, appointment and remuneration of Directors and Executive Officers.

5. System to ensure appropriateness of operations of the Group

1) The Company ensures the appropriateness of its subsidiaries’ operations by periodically setting plans for the
subsidiaries, reporting their financial status, making preliminary reports and discussing important matters in
accordance with the “Rules Concerning Management of Subsidiaries,” in order to ensure that they contribute to the
implementation of business objectives and the improvement of management efficiency as a corporate entity.

2) The Company establishes a system for promoting awareness of risk management and compliance while promoting
reinforcement of group governance by dispatching officers and employees of the Company to its subsidiaries as
directors and audit & supervisory board members.

6. Matters concerning employees assisting Audit & Supervisory Board Members with their duties and matters regarding

independence of such employees from Directors

1) In the event that Audit & Supervisory Board Members request the assignment of employees to assist with their
duties, the Company allocates Audit & Supervisory Board staff member(s) to assist Audit & Supervisory Board
Members’ operations as necessary and grants authority for investigations based on Audit & Supervisory Board
Members’ instructions.

2) Concurrence of full-time Audit & Supervisory Board Members is obtained in regard to the appointment, dismissal
and evaluation of Audit & Supervisory Board staff member(s).

7. System for reporting to Audit & Supervisory Board Members and other systems to ensure that audits by Audit &

Supervisory Board Members are performed effectively

1) In accordance with the internal rules, officers and employees shall promptly report to the Company and Audit &
Supervisory Board Members any violation of laws and regulations or the Articles of Incorporation, as well as any
matter that may cause significant damage to the Company (including matters reported by subsidiaries in accordance
with the Rules Concerning Management of Subsidiaries). Officers and employees shall not receive unjust treatment
for the reason of having made reports.

2) Audit & Supervisory Board Members shall attend important meetings including Board of Directors’ meetings and
Executives Meetings and hear from Directors, Executive Officers, and employees on the status of execution of their
duties as needed.

3) Audit & Supervisory Board Members, the accounting audit firm, and the Internal Auditing Office promote mutual
understanding and information exchange among one another.

4) Expenses needed for the execution of duties by Audit & Supervisory Board Members are paid in response to claims
made by Audit & Supervisory Board Members.

Outline of limited liability agreement

The Company and its non-executive Directors (External Directors) and Audit & Supervisory Board Members enter into an
agreement to limit the liability of damages stipulated in Article 423, Paragraph 1 of the Companies Act pursuant to Article 427,
Paragraph 1 of the said Act. The amount of liability for damages under this agreement is the amount stipulated in laws and
regulations for both non-executive Directors and Audit & Supervisory Board Members. This limit is applicable only when the
performance of duties, that gave rise to the liability, of a non-executive Director or an External Audit & Supervisory Board
Member is recognized to have been carried out in good faith and with no gross negligence.

Outline of indemnity agreement and Director and Officer liability insurance

The Company maintains an insurance policy for officers and directors (“D&O insurance policy”) that covers Directors,
including External Directors; Audit & Supervisory Board Members, including External Audit & Supervisory Board Members;
Executive Officers; and retired Officers, to indemnify them within the scope of coverage for losses arising from claims made
against the insured during the term of the D&O insurance policy as a result of the execution of duties. The insurance premiums
are paid in full by the Company, with 1,000 million yen as the maximum total amount payable under the D&O insurance policy.
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6)

7)

8)

9)

10)

11)

Provisions of the Articles of Incorporation allowing exemption of responsibility of Directors and Audit & Supervisory Board

Members based on resolution of Board of Directors

The Company stipulates in its Articles of Incorporation provisions to allow exemption of responsibilities of Directors and
Audit & Supervisory Board Members based on a resolution reached by the Board of Directors in accordance with relevant
laws and regulations so that Directors and Audit & Supervisory Board Members can fully demonstrate their expected roles in
carrying out their duties.

Number of Directors

The Company’s Articles of Incorporation stipulate that it shall have no more than 13 Directors.

Appointment of Directors

The Articles of Incorporation stipulate that Directors shall be appointed only by a resolution of a meeting of shareholders
holding at least one third of the voting rights and being eligible to vote, where the motion to appoint a Director is passed by a
majority of the voting rights. Moreover, the Articles of Incorporation further stipulate that a resolution to appoint a Director
may not be decided by cumulative voting.

Acquisition of treasury stock

The Articles of Incorporation stipulate that treasury stock may be acquired by a resolution of the Board of Directors as
stipulated in Article 165, Paragraph 2 of the Companies Act. The objective of this is to enable the company to acquire its own
stock via market transactions in order to promote a flexible capital policy to cope with changes in the business environment.

Interim dividends

The Articles of Incorporation stipulate that the Company may pay out dividends of surplus (interim dividends) in accordance
with Article 454, Paragraph 5 of the Companies Act upon a resolution of the Board of Directors. The objective of this is to
provide a flexible return of profits to shareholders.

Requests for extraordinary resolutions during the General Meeting of Shareholders

The Articles of Incorporation stipulate that requests for extraordinary resolutions during the General Meeting of Shareholders
as stipulated in Article 309, Paragraph 2 of the Companies Act may be passed only by a resolution of a meeting of shareholders
holding at least one third of the voting rights and being eligible to vote, where the resolution is passed by a two-third majority.
The objective of this is to facilitate the smooth running of the General Meeting of Shareholders by relaxing the quorum
requirements for extraordinary resolutions during the General Meeting of Shareholders.
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(2) Executive officers

1) List of executive officers

a. The status as of March 26, 2026 (date of submission of the securities report) of the Company's executive officers is as follows.

11 males and one (1) female (percentage of female executive officers: 8.33%)

Position

Name

Date of birth

Career summary

Term of office

Number of
shares held
(Shares)

President & Chief
Executive Officer

Hajime Nagasaka

January 9, 1950

April 1972

March 2006

March 2008

March 2011

March 2013

March 2014

February 2015

Joined Tokai Electrode Mfg. Co., Ltd.
(currently the Company)
Director/Executive Officer, the Company
Deputy General Manager, Carbon Black
Division

General Manager, Marketing & Sales
Department, Carbon Black Division
Director/Managing Executive Officer, the
Company

Deputy General Manager, Carbon Black
Division

Director/Senior Managing Executive
Officer, the Company

General Manager, Carbon Black Division
Representative Director/Senior Managing
Executive Officer, the Company

Carbon Black Division, Graphite
Electrode Division

Representative Director/Executive Vice
President, the Company

Carbon Black Division, Graphite
Electrode Division and Raw Material
Procurement Department

Representative Director/President &
Chief Executive Officer, the Company
(incumbent)

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2025

209,072

Director

Masafumi Tsuji

January 10, 1963

April 1986
March 2015

January 2016

March 2017

January 2020

September 2022

March 2023

September 2023

Joined the Company

Executive Officer, the Company

General Manager, Carbon Black Division
Executive Officer, the Company

General Manager, Graphite Electrode
Division

Director/Executive Officer, the Company
General Manager, Fine Carbon Division
Director/Executive Officer, the Company
Deputy responsible for Corporate
Planning Department, Strategic
Investment Department, and Sales
Research & Planning Department
General Manager, Corporate Planning
Department

Director/Executive Officer, the Company
Responsible for Corporate Planning
Department, Subsidiaries and Associates
Project Management Department,
Strategic Investment Department, Sales
Research & Planning Department and
Business Incubation Department

General Manager, Corporate Planning
Department

Director/Executive Officer, the Company
Responsible for Human Resources
Department, General Affairs Department,
and Legal Affairs Department
Director/Managing Executive Officer, the
Company

Responsible for Human Resources
Department

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2025

82,181
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Position

Name

Date of birth

Career summary

Term of office

Number of
shares held
(Shares)

March 2024

General Manager, Graphite Electrode
Division

Director/Managing Executive Officer,
the Company

General Manager, Graphite Electrode

Division (incumbent)

Director

Katsuyuki
Yamaguchi

March 29, 1964

April 1988

March 2016

March 2018

March 2019

March 2021

March 2024

Joined the Company

General Manager, Technology &
Engineering Division, the Company
Executive Officer, the Company

General Manager, Technology &
Engineering Division

Director/Executive Officer, the Company
General Manager, Technology &
Engineering Division

Director/Executive Officer, the Company
General Manager, R&D Strategy
Division

General Manager, Intellectual Property
Department

Director/Executive Officer, the Company
General Manager, R&D Strategy
Division (incumbent)

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2025

52,945

Director

Shunji Yamamoto

March 8, 1962

April 1985
June 2015

March 2018

March 2019

March 2023

Joined the Company

General Manager, Production &
Technology Department, Carbon Black
Division, the Company

Executive Officer, the Company
Managing Director, THAI TOKAI
CARBON PRODUCT CO., LTD.
Director/Executive Officer, the Company
Director, TCCB Genpar LLC
Director/Executive Officer, the Company
General Manager, Technology &
Engineering Division (incumbent)

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2025

48,182

Director

Tatsuhiko
Yamazaki

November 22,
1964

April 1985
March 2016

March 2017

January 2020

March 2023

September 2025

Joined the Company

General Manager, Production &
Technology Department, Carbon Black
Division, the Company

General Manager, Marketing & Sales
Department, Carbon Black Division, the
Company

Managing Director, THAI TOKAI
CARBON PRODUCT CO., LTD.
Director/Executive Officer, the Company
Managing Director, THAI TOKAI
CARBON PRODUCT CO., LTD.
Director/Executive Officer, the Company
Managing Director, THAI TOKAI
CARBON PRODUCT CO., LTD.
Managing Director, Thai Tokai Carbon
Product Rojana Co., Ltd. (incumbent)

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2025

28,958
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Position

Name

Date of birth

Career summary

Term of office

Number of
shares held
(Shares)

Director

Takashi Masaki

April 6, 1961

April 1985
March 2014

March 2016

March 2017

March 2018

January 2020

July 2020

March 2024

January 2026

Joined the Company

General Manager, Nagoya Branch of the
Company

General Manager, Raw Material
Procurement Department, the Company
General Manager, Carbon Black
Division, the Company

Executive Officer, the Company
General Manager, Carbon Black
Division

Executive Officer, the Company

Deputy responsible for Human
Resources Department, General Affairs
Department and Legal Affairs
Department

General Manager, Human Resources
Department

Executive Officer, the Company
General Manager, Smelting and Lining
Division

Director/Executive Officer, the Company
General Manager, Smelting and Lining
Division

Director/Executive Officer, the Company
President & Representative Director,
Tokai Material Co., Ltd. (incumbent)

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2025

44,526

Director

Nobumitsu
Kambayashi

May 28, 1948

April 1971
October 2002

April 2008

April 2010

October 2010

June 2013

March 2016
June 2017

June 2023

Joined Kawasaki Heavy Industries, Ltd.
Director, Kawasaki Shipbuilding
Corporation

Managing Executive Officer, Kawasaki
Heavy Industries, Ltd.

Director/Senior Vice President,
Kawasaki Shipbuilding Corporation
President & Representative Director,
Kawasaki Shipbuilding Corporation
Senior Vice President (part-time),
Kawasaki Heavy Industries, Ltd.
Senior Vice President (Representative
Director), Kawasaki Heavy Industries,
Ltd.

President, Ship & Offshore Structure
Company

Special Adviser, Kawasaki Heavy
Industries, Ltd.

Director, the Company (incumbent)
External Director, Inui Global Logistics
Co., Ltd. (incumbent)

Special Adviser, Japan Ship Technology
Research Association (incumbent)

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2025

33,700

Director

Mayumi Asada

February 5, 1968

October 2002

January 2014

March 2014

April 2020

March 2021

Registered as an attorney-at-law and
joined Hiranuma Takaaki Law Office
Representative, Marunouchi Building
Aoi Law Office (incumbent)

Acquired Doctor’s degree in Medicine at
the Juntendo University Graduate School
of Medicine

Business Director, Incorporated
Educational Institution Nikaido Gakuen
(incumbent)

Director, the Company (incumbent)

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2025

19,806




Number of

Company (incumbent)

Position Name Date of birth Career summary Term of office | shares held
(Shares)
April 1984 Joined the Company
March 2009 Executive Officer, the Company
General Manager, Fine Carbon Division
March 2012 Director/Executive Officer, the Company
General Manager, Fine Carbon Division
March 2013 Director/Executive Officer, the Company
General Manager, Tanoura Laboratory
General Manager, Tanoura Plant
March 2014 Executive Officer, the Company
General Manager, Graphite Electrode 4 years from
Division Annual
. . March 2015 Director/Executive Officer, the Company | General
Audit & Supervisory U December 27, . .
i Yuji Serizawa General Manager, Graphite Electrode Meeting of 67,958
Board Member (full-time) 1959 A . .
Division [Responsible for Raw Material Shareholders
Procurement Department] held on March
January 2016 | Director/Executive Officer, the Company | 30, 2023
General Manager, Corporate Strategy
Division
March 2017 Director/Executive Officer, the Company
Responsible for Human Resources
Department, General Affairs
Department, and Legal Affairs
Department
March 2023 Audit & Supervisory Board Member
(full time), the Company (incumbent)
April 1984 Joined the Company
March 2013 Executive Officer, the Company
Assistant Officer and General Manager,
Fine Carbon Division
March 2014 Director/Executive Officer, the Company
. o 4 years from
General Manager, Fine Carbon Division A |
nnual
March 2015 Director/Managing Executive Officer, the G |
enera
Audit & Supervisory B . November 23, Company .
i Kanji Sugihara . L Meeting of 37,937
Board Member (full-time) 1958 General Manager, Fine Carbon Division
. Shareholders
January 2016 | Director, the Company
. . . . held on March
Executive Vice President, Tokai Konetsu
28,2024
Kogyo Co., Ltd.
March 2018 Executive Vice President, Tokai Konetsu
Kogyo Co., Ltd.
March 2024 Audit & Supervisory Board Member
(full time), the Company (incumbent)
October 1990 | Joined Shin Nihon Shoken Chosa Center
Keiei Kenkyusho (currently Japan
Investor Relations and Investor Support,
Inc.)
. i 4 years from
December 1992| Registered as a Certified Tax Accountant A |
nnua
Representative, Kaoru Ogashiwa Tax
. . . General
Audit & Supervisory . Accountant Office (incumbent) .
Kaoru Ogashiwa | January 7, 1967 i i Meeting of 1,564
Board Member June 2005 Audit & Supervisory Board Member,
L Shareholders
Senkon Logistics Co., Ltd.
. . held on March
June 2017 External Director and Audit &
. . 30,2022
Supervisory Committee Member,
Senkon Logistics Co., Ltd. (incumbent)
May 2019 Audit & Supervisory Board Member, the
Company (incumbent)
November 1997| Joined Tohmatsu & Co. 4 g
May 2001 Registered as a Certified Public yeats tom
Annual
Accountant |
Audit & Supervisory Yoshinori Representative, Matsushima Certified ;6:;:2 of
Board Member Matsushima February 7, 1968 Public Accountant Office (incumbent) & 958
May 2006 Registered as a Certified Tax Accountant Shareholders
March 2023 | Audit & Supervisory Board Member, the held on March
30,2023




Number of
Position Name Date of birth Career summary Term of office | shares held
(Shares)

Total 967,787

(Notes) 1. Directors Mr. Nobumitsu Kambayashi and Ms. Mayumi Asada are External Directors.

2. Audit & Supervisory Board Members Mr. Kaoru Ogashiwa and Mr. Yoshinori Matsushima are External Audit &
Supervisory Board Members.

3. Director Mr. Toshiro Miyazaki retired from Director on May 1, 2025, following his passing.

4. The Company has designated Mr. Nobumitsu Kambayashi and Ms. Mayumi Asada, who are Directors, and Mr. Kaoru
Ogashiwa and Mr. Yoshinori Matsushima, both Audit & Supervisory Board Members, as independent directors provided
for in the provisions of the Tokyo Stock Exchange and has registered them accordingly with the said exchange.

5. The Company has selected one Substitute Auditor as stipulated in the Companies Act to prepare for a situation in which
there is a shortfall in the number of Audit & Supervisory Board Members required by laws and regulations. The career
summary for the Substitute Auditor is as follows.

Number of
Name Date of birth Career summary shares held
(Shares)

October 1997 | Joined Chuo Audit Corporation

April 2003 | Registered as a Certified Public
. Accountant

Toshiya Onuma) January 23, 1971 June 2004 Representative, Onuma Certified Public .
Accountant Office (incumbent)

November 2010| Registered as a Certified Tax Accountant




6. The company has adopted an executive officer system. The 17 executive officers included in this system are listed

below.

Rank

Name

Responsibilities

* President & Chief
Executive Officer

* Managing Executive
Officer

* Executive Officer

* Executive Officer

* Executive Officer

* Executive Officer
Executive Officer
Executive Officer
Executive Officer
Executive Officer

Executive Officer

Executive Officer

Executive Officer
Executive Officer
Executive Officer

Executive Officer

Executive Officer

Hajime Nagasaka
Masafumi Tsuji

Katsuyuki Yamaguchi

Shunji Yamamoto

Tatsuhiko Yamazaki

Takashi Masaki
Kazuhito Kataoka
Kouji Miura
Akira Yamada
Akihiko Sato

Kazuyoshi Haino

Keiichiro Machihara

Tsunayuki Sato
Hideo Shin
Norikazu Kawabe

Naoki Hirai

Shinichi Makino

General Manager, Graphite Electrode Division
General Manager, R&D Strategy Division

General Manager, Technology & Engineering Division

(Managing Director, THAI TOKAI CARBON PRODUCT
COMPANY LIMITED

Managing Director, Thai Tokai Carbon Product Rojana Co., Ltd.)

President & Representative Director, Tokai Material Co., Ltd.

Responsible for Business Incubation Department
General Manager, Business Incubation Department

General Manager, Chita Laboratory
Responsible for General Affairs and Legal Affairs Department
Responsible for Corporate Planning Department

(Technical Advisory, Tokai COBEX)

Deputy General Manager, Technology & Engineering Division
General Manager, Engineering Department
Engineering Advisor, CB Business Rebuilding Project

Deputy responsible for Corporate Planning Department
(Co-CEO, Tokai COBEX)

General Manager, Carbon Black Division

Responsible for Accounting & Finance Department
General Manager, Accounting & Finance Department
Deputy General Manager, Carbon Black Division
Manager, CB Business Rebuilding Project

*Concurrently serving directors
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b. “Election of Nine (9) Directors” and “Election of One (1) Audit & Supervisory Board Member” are proposed as the agenda
(resolution matters) of the annual general meeting of shareholders to be held on March 27, 2026. If the agenda is approved and
adopted, the status of the Company's Directors and Audit & Supervisory Board Members will be as follows. The details of
resolution matters (positions, etc.) of the Board of Directors meeting scheduled to be held immediately after the annual general

meeting of shareholders are also included.
12 males and one (1) female (percentage of female executive officers: 7.69%)

Number of
Position Name Date of birth Career summary Term of office | shares held
(Shares)

April 1972 Joined Tokai Electrode Mfg. Co., Ltd.
(currently the Company)

March 2006 Director/Executive Officer, the Company
Deputy General Manager, Carbon Black
Division

General Manager, Marketing & Sales
Department, Carbon Black Division
March 2008 Director/Managing Executive Officer, the
Company

Deputy General Manager, Carbon Black
Division One (1) year
March 2011 Director/Senior Managing Executive from Annual

President & Chief Officer, the C
residen € Hajime Nagasaka | January 9, 1950 toet, the Lompany

General
Meeting of 209,072

. . . . Shareholders
March 2013 Representative Director/Senior Managing held on March

Executive Officer General Manager, Carbon Black Division
Executive Officer, the Company 27,2026
Carbon Black Division, Graphite
Electrode Division

March 2014 Representative Director/Executive Vice
President, the Company

Carbon Black Division, Graphite
Electrode Division and Raw Material
Procurement Department

February 2015 | Representative Director/President &
Chief Executive Officer, the Company
(incumbent)

April 1986 Joined the Company

March 2015 Executive Officer, the Company

General Manager, Carbon Black Division
January 2016 | Executive Officer, the Company

General Manager, Graphite Electrode
Division

March 2017 Director/Executive Officer, the Company
General Manager, Fine Carbon Division
January 2020 | Director/Executive Officer, the Company
Deputy responsible for Corporate
Planning Department, Strategic
Investment Department, and Sales One (1) year
Research & Planning Department from Annual
General Manager, Corporate Planning General
Director Masafumi Tsuji | January 10, 1963 Department Meeting of 82,181
September 2022 | Director/Executive Officer, the Company | Shareholders
Responsible for Corporate Planning held on March
Department, Subsidiaries and Associates 27,2026
Project Management Department,
Strategic Investment Department, Sales
Research & Planning Department and
Business Incubation Department

General Manager, Corporate Planning
Department

March 2023 Director/Executive Officer, the Company
Responsible for Human Resources
Department, General Affairs Department,
and Legal Affairs Department

September 2023 | Director/Managing Executive Officer, the
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Position

Name

Date of birth

Career summary

Term of office

Number of
shares held
(Shares)

March 2024

Company

Responsible for Human Resources
Department

General Manager, Graphite Electrode
Division

Director/Managing Executive Officer, the
Company

General Manager, Graphite Electrode
Division (incumbent)

Director

Katsuyuki
Yamaguchi

March 29, 1964

April 1988

March 2016

March 2018

March 2019

March 2021

March 2024

Joined the Company

General Manager, Technology &
Engineering Division, the Company
Executive Officer, the Company

General Manager, Technology &
Engineering Division

Director/Executive Officer, the Company
General Manager, Technology &
Engineering Division

Director/Executive Officer, the Company
General Manager, R&D Strategy
Division

General Manager, Intellectual Property
Department

Director/Executive Officer, the Company
General Manager, R&D Strategy
Division (incumbent)

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2026

52,945

Director

Tatsuhiko Yamazaki

November 22,
1964

April 1985
March 2016

March 2017

January 2020

March 2023

September 2025

Joined the Company

General Manager, Production &
Technology Department, Carbon Black
Division, the Company

General Manager, Marketing & Sales
Department, Carbon Black Division, the
Company

Managing Director, THAI TOKAI
CARBON PRODUCT CO., LTD.
Director/Executive Officer, the Company
Managing Director, THAI TOKAI
CARBON PRODUCT CO., LTD.
Director/Executive Officer, the Company
Managing Director, THAI TOKAI
CARBON PRODUCT CO., LTD.
Managing Director, Thai Tokai Carbon
Product Rojana Co., Ltd. (incumbent)

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2026

28,958

Director

Akihiko Sato

July 19, 1965

April 1988

October 2018

March 2019

March 2021

March 2023

August 2024

Joined Mitsui Leasing & Development,
Ltd. (currently JA Mitsui Leasing, Ltd.)
Joined the Company

Deputy Manager, Accounting & Finance
Department

General Manager, Accounting & Finance
Department, the Company

Executive Officer, the Company
Responsible for Accounting & Finance
Department and Information System
Department

General Manager, Accounting & Finance
Department

Executive Officer, the Company
Responsible for Corporate Planning
Department

General Manager, Corporate Planning
Department

Executive Officer, the Company
Responsible for Corporate Planning

One (1) year
from Annual
General
Meeting of
Shareholders
held on March
27,2026

9,030




Number of

Position Name Date of birth Career summary Term of office | shares held
(Shares)
Department
March 2026 Director/Executive Officer, the Company
Responsible for Corporate Planning
Department (incumbent)
April 1987 Joined The Bank of Tokyo, Ltd. (currently
MUFG Bank, Ltd.)
September 2017 | Assistant to General Manager, Corporate
Planning Office, the Company
July 2018 Joined the Company, Deputy General
Manager, Corporate Planning Office
January 2020 | General Manager, Strategic Investment
Department, the Company
March 2023 | Executive Officer, the Company One (1) year
Responsible for Strategic Planning from Annual
General
Director Tsunayuki Sato March 31, 1964 Depam'nent Meeting of 4,805
March 2024 | Executive Officer, the Company Shareholders
Responsible for Strategic Planning held on March
Department 27,2026
General Manager, Strategic Planning
Department
July 2024 Executive Officer, the Company
Deputy responsible for Corporate Planning
Department
March 2026 | Director/Executive Officer, the Company
Deputy responsible for Corporate Planning
Department (incumbent)
October 2002 | Registered as an attorney-at-law and
joined Hiranuma Takaaki Law Office
January 2014 | Representative, Marunouchi Building Aoi | 0 (1) year
Law Office (incumbent) from Annual
March 2014 Acquired Doctor’s degree in Medicine at General
Director Mayumi Asada | February 5, 1968 the Juntendo University Graduate School Meeting of 19,806
of Medicine Shareholders
April 2020 Business Director, Incorporated held on March
Educational Institution Nikaido Gakuen 27,2026
(incumbent)
March 2021 Director, the Company (incumbent)
April 1977 Joined Katakura Industries Co., Ltd.
March 2015 President & Chief Executive Officer,
Katakura Industries Co., Ltd.
June 2017 External Director, Katakura & Co-op Agri | One (1) year
Corporation (incumbent) from Annual
March 2020 | Chairman and Representative Director, General
Director Kimiya Sano March 8, 1955 Katakura & Co-op Agri Corporation Meeting of 0
March 2024 Senior A(-ivisor, Katakura & Co-op Agri :gégiioll\izlzh
Corporation 27,2026
March 2026 Advisor, Katakura & Co-op Agri
Corporation (incumbent)
March 2026 Director, the Company (incumbent)
April 1981 Joined Nomura Securities Co., Ltd.
December 2001 | General Manager, IB Consulting Office,
Nomura Securities Co., Ltd. One (1) year
April 2012 Director, Nomura Investor Relations Co., from Annual
Ltd. General
Director Akira Takada January 3, 1958 March 2018 Audit & Supervisory Board Member (full- | Meeting of 0
time), TRUSCO NAKAYAMA Shareholders
CORPORATION held on March
June 2023 External Director, SANKYU INC. 27,2026
(incumbent)
March 2026 Director, the Company (incumbent)
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Number of

Position Name Date of birth Career summary Term of office | shares held
(Shares)
April 1984 Joined the Company
March 2009 Executive Officer, the Company
General Manager, Fine Carbon Division
March 2012 Director/Executive Officer, the Company
General Manager, Fine Carbon Division
March 2013 Director/Executive Officer, the Company
General Manager, Tanoura Laboratory
General Manager, Tanoura Plant
March 2014 Executive Officer, the Company
R 4 years from
General Manager, Graphite Electrode
s Annual
. . Division
Audit & Supervisory . . General
B X March 2015 Director/Executive Officer, the Company )
Board Member (full- Yuji Serizawa  [December 27, 1959 . Meeting of 67,958
. General Manager, Graphite Electrode
time) . . R Shareholders
Division [Responsible for Raw Material
held on March
Procurement Department]
. . 30,2023
January 2016 | Director/Executive Officer, the Company
General Manager, Corporate Strategy
Division
March 2017 Director/Executive Officer, the Company
Responsible for Human Resources
Department, General Affairs Department,
and Legal Affairs Department
March 2023 Audit & Supervisory Board Member (full
time), the Company (incumbent)
April 1984 Joined the Company
March 2013 Executive Officer, the Company
Assistant Officer and General Manager,
Fine Carbon Division
March 2014 Director/Executive Officer, the Company
K o 4 years from
General Manager, Fine Carbon Division A 1
nnua
. X March 2015 Director/Managing Executive Officer, the
Audit & Supervisory N ber 23 C General
ovember 23, ompan .
Board Member (full- Kanji Sugihara pany . L Meeting of 37,937
R 1958 General Manager, Fine Carbon Division
time) X Shareholders
January 2016 | Director, the Company
. . . . held on March
Executive Vice President, Tokai Konetsu
28,2024
Kogyo Co., Ltd.
March 2018 Executive Vice President, Tokai Konetsu
Kogyo Co., Ltd.
March 2024 Audit & Supervisory Board Member (full
time), the Company (incumbent)
October 1990 | Joined Shin Nihon Shoken Chosa Center
Keiei Kenkyusho (currently Japan Investor
Relations and Investor Support, Inc.)
December 1992| Registered as a Certified Tax Accountant 4 years from
Representative, Kaoru Ogashiwa Tax Annual
. . Accountant Office (incumbent) General
Audit & Supervisory . K R .
Board Memb Kaoru Ogashiwa | January 7, 1967 June 2005 Audit & Supervisory Board Member, Meeting of 1,564
oard Member
Senkon Logistics Co., Ltd. Shareholders
June 2017 External Director and Audit & Supervisory | held on March
Committee Member, Senkon Logistics 27,2025
Co., Ltd. (incumbent)
May 2019 Audit & Supervisory Board Member, the
Company (incumbent)
November 1997| Joined Tohmatsu & Co. 4 years from
May 2001 Registered as a Certified Public Accountant | Annual
) ) o Representative, Matsushima Certified General
Audit & Supervisory YOShm("n February 7, 1968 Public Accountant Office (incumbent) Meeting of 958
Board Member Matsushima May 2006 Registered as a Certified Tax Accountant Shareholders
March 2023 | Audit & Supervisory Board Member, the | held on March
Company (incumbent) 30, 2023
Total 515,214
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(Notes)

1. Directors Ms. Mayumi Asada, Mr. Kimiya Sano, and Mr. Akira Takada are External Directors.

2. Audit & Supervisory Board Members Mr. Kaoru Ogashiwa and Mr. Yoshinori Matsushima are External Audit &
Supervisory Board Members.

3. The Company has designated Ms. Mayumi Asada, Mr. Kimiya Sano, and Mr. Akira Takada, who are Directors, and Mr.
Kaoru Ogashiwa and Mr. Yoshinori Matsushima, both Audit & Supervisory Board Members, as independent directors
provided for in the provisions of the Tokyo Stock Exchange and has registered them accordingly with the said exchange.

4. The Company has selected one Substitute Auditor as stipulated in the Companies Act to prepare for a situation in which
there is a shortfall in the number of Audit & Supervisory Board Members required by laws and regulations. The career
summary for the Substitute Auditor is as follows.

Number of
Name Date of birth Career summary shares held
(Shares)

October 1997 | Joined Chuo Audit Corporation
April 2003 Registered as a Certified Public

Accountant

Toshiya O J 23,1971 -

ostiya uma) January 22, June 2004 Representative, Onuma Certified Public

Accountant Office (incumbent)

November 2010| Registered as a Certified Tax Accountant
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5. The company has adopted an executive officer system. The 16 executive officers included in this system are listed

below.

Rank

Name

Responsibilities

* President & Chief
Executive Officer

* Managing Executive
Officer

* Executive Officer

* Executive Officer

* Executive Officer
* Executive Officer
Executive Officer
Executive Officer
Executive Officer
Executive Officer
Executive Officer
Executive Officer
Executive Officer
Executive Officer
Executive Officer

Executive Officer

Hajime Nagasaka
Masafumi Tsuji

Katsuyuki Yamaguchi

Tatsuhiko Yamazaki

Akihiko Sato
Tsunayuki Sato
Kazuhito Kataoka
Kouji Miura
Kazuyoshi Haino
Keiichiro Machihara
Hideo Shin
Norikazu Kawabe
Naoki Hirai
Shinichi Makino
Atsuhiro Nihei

Yohei Kataoka

General Manager, Graphite Electrode Division

General Manager, R&D Strategy Division

(Managing Director, THAI TOKAI CARBON PRODUCT
COMPANY LIMITED
Managing Director, Thai Tokai Carbon Product Rojana Co., Ltd.)

Responsible for Corporate Planning Department

Deputy responsible for Corporate Planning Department

Responsible for Business Incubation Department
General Manager, Business Incubation Department

General Manager, Chita Laboratory

(Technical Advisory, Tokai COBEX)

Deputy General Manager, Technology & Engineering Division
Engineering Advisor, CB Business Rebuilding Project

(Co-CEO, Tokai COBEX)

General Manager, Carbon Black Division

Responsible for Accounting & Finance Department
General Manager, Accounting & Finance Department
Deputy General Manager, Carbon Black Division
Manager, CB Business Rebuilding Project

General Manager, Internal Auditing Office

Responsible for ICT Department

*Concurrently serving directors
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2)

Relationship with External Directors and External Audit & Supervisory Board Members

The Company appoints three External Directors and two External Audit & Supervisory Board Members.

In selecting External Directors and External Audit & Supervisory Board Members, the Company selects candidates who bear
no risk of causing conflicts of interest with general shareholders, based on the independence standards prescribed in the
Guidelines for Listing set forth by Tokyo Stock Exchange, Inc. and the Independence Standards for External Directors (Note)
established by the Company.

External Director Mayumi Asada satisfies the independence standards prescribed in the Guidelines for Listing as well as the
Company’s Independence Standards for External Directors and bears no risk of causing conflicts of interest with general
shareholders.

External Director Kimiya Sano satisfies the independence standards prescribed in the Guidelines for Listing as well as the
Company’s Independence Standards for External Directors and bears no risk of causing conflicts of interest with general
shareholders.

External Director Akira Takada satisfies the independence standards prescribed in the Guidelines for Listing as well as the
Company’s Independence Standards for External Directors and bears no risk of causing conflicts of interest with general
shareholders.

External Audit & Supervisory Board Member Kaoru Ogashiwa satisfies the independence standards prescribed in the
Guidelines for Listing as well as the Company’s Independence Standards for External Directors and bears no risk of causing
conflicts of interest with general shareholders.

External Audit & Supervisory Board Member Yoshinori Matsushima satisfies the independence standards prescribed in the
Guidelines for Listing as well as the Company’s Independence Standards for External Directors and bears no risk of causing
conflicts of interest with general shareholders.

At Board of Directors’ meetings, External Directors and External Audit & Supervisory Board Members receive reports on the
basic policy for the establishment of an internal control system as well as the status of relevant initiatives taken and their results.
Moreover, External Audit & Supervisory Board Members collaborate with other Audit & Supervisory Board Members in
meetings of the Audit & Supervisory Board to conduct audits from multiple perspectives through mutual coordination with
internal audits and accounting audits and with the departments responsible for internal control, as noted in “Status of internal
audits and audits by Audit & Supervisory Board Members.”

(Note) “Independence Standards for External Directors”
With regard to the independence of External Directors and External Audit & Supervisory Board Members, in addition
to the independence standards prescribed by the Tokyo Stock Exchange, the Company has established its own
standards as follows, and makes a judgment after confirming that they fall under none of the following standards.

1 An executive person (Executive Director, Operating Officer, Executive Officer, Manager and other employee,
including a person who was an executive person in the Group in the past) of the Group (the Company and its
consolidated subsidiaries)

2 A current major shareholder of the Company (Shareholder with 10% or more of the total voting rights) or an
executive person thereof

3 (1) A major business partner of the Group (entity whose transaction(s) with the Company in the most recent

fiscal year exceeds 2% of the Company’s consolidated net sales for the year) or an executive person thereof
(2) A business partner of the Company whose transaction(s) with the Company in the most recent fiscal year
exceeds 2% of the partner’s consolidated net sales for the year or an executive person thereof

4 A major lender to the Group (entity whose outstanding lending at the end of the most recent fiscal year exceeds
2% of the Company’s consolidated total assets) or an executive person thereof

5 A professional service provider including a consultant, lawyer, or certified public accountant who has received
money or other assets from the Company that is more than ¥10 million on average over the past three years other
than the officer’s remuneration. In addition, the Group is a principal business partner of the accounting firm,
legal firm, or other organization to which the professional service provider belongs (whose transaction amount
exceeds 2% of their annual revenue)

6 Representative partner or partner of the accounting auditor of the Company

7 An executive person of a corporation of which the Group holds 10% or more of the total voting rights

8 An entity which receives a large amount of donations or assistance (based on the criteria of ¥10 million or more
annually) from the Group or an executive person thereof

9 An executive person of a corporation that has appointed an officer, etc. (Director, Accounting Advisor, Audit &
Supervisory Board Member, Executive Officer or Accounting Auditor) or an employee of the Group as an officer,
etc.

10 Close relatives of the persons listed in 1-9 (spouse or a relative within the second degree of kinship)

11 A person who has fallen under 2-9 in the past three years or a close relative of such person

Even in cases of falling under any of the above, if it is determined that the relevant person has substantial
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independence, the reason for such determination shall be explained and disclosed at the time of appointment as an
External Director or Audit & Supervisory Board Member.

Status of audits
Status of audits by Audit & Supervisory Board Members

a. Organization and personnel

The Company’s Audit & Supervisory Board consists of two Audit & Supervisory Board Members (full-time) and two External
Audit & Supervisory Board Members. Mr. Yuji Serizawa, who is an Audit & Supervisory Board Member (full-time), has been
engaged in the management of the Company and the Group companies for many years, and has abundant experience and
knowledge mainly in the core operating divisions and administrative divisions. Mr. Kanji Sugihara has been engaged in the
management of the Company and Group companies for many years and has abundant experience and knowledge, mainly in the
engineering and administrative departments. Mr. Kaoru Ogashiwa, an External Audit & Supervisory Board Member, has
extensive experience as a certified tax accountant and has considerable knowledge of finance and accounting. Mr. Yoshinori
Matsushima has extensive experience as a certified public accountant and tax accountant, and also has considerable knowledge
of finance and accounting.

b. Activities of the Audit & Supervisory Board

In principle, Audit & Supervisory Board meetings are held on a monthly basis. They are also held as needed. In fiscal 2025, a
total of 16 meetings were held. The attendance of each Audit & Supervisory Board Member at Audit & Supervisory Board
meetings and Board of Directors meetings is as follows.

Attendance during the fiscal year
Position Name
Audit & Supervisory Board Board of Directors
Audit & Supervisory
Board Member Yuji Serizawa 100% (16/16 times) 100% (23/23 times)
(full-time)
Audit & Supervisory
Board Member Kanji Sugihara 100% (16/16 times) 100% (23/23 times)
(full-time)
External Audit &
Supervisory Board Kaoru Ogashiwa 100% (16/16 times) 100% (23/23 times)
Member
External Audit &
Supervisory Board Yoshinori Matsushima 100% (16/16 times) 100% (23/23 times)
Member

The Audit & Supervisory Board makes resolutions, consultations and reports on important matters related to audits in accordance
with laws and regulations, the Articles of Incorporation, and the Audit & Supervisory Board’s Regulations. The following
resolutions, consultations and reports were made by the Audit & Supervisory Board in the fiscal year under review.

7 Resolutions: Auditing policies, auditing plans, assignment of duties, auditing reports by the Audit & Supervisory Board,
approval of the proposal to appoint Audit & Supervisory Board Members and substitute Audit & Supervisory
Board Members, reappointment of the Accounting Auditor, agreement on audit fees of the Accounting Auditor,
revision of Audit & Supervisory Board auditing standards, etc.

34 Consultations: Accounting Auditor evaluation, agenda for regular meetings with President & Chief Executive Officer and
External Directors, Audit & Supervisory Board Member remuneration, prior agreement on the Accounting
Auditor’s non-audit work, Audit & Supervisory Board effectiveness evaluation, etc.

71 Reports: Reports on implementation of visiting audits and inspections, reports on major auditing activities by the Audit &
Supervisory Board Members (full-time) (reports on important internal meetings, dialogues with executive
departments, etc.), whistle-blowing and responses thereto, etc.

c. Major Audit & Supervisory Board Member activities

Audit & Supervisory Board Members carry out the following activities throughout the year in accordance with the division of

duties discussed in the Audit & Supervisory Board.

1. Attendance at important meetings

In addition to Audit & Supervisory Board meetings, Audit & Supervisory Board Members (full-time) attend important
internal meetings such as Board of Directors meetings, Executives Meeting, the Risk Management & Compliance
Committee, the Sustainability Committee, the Carbon Neutral Committee, the Strategic Conference on Development, and
others, and provide necessary opinions. In addition to Audit & Supervisory Board meetings, External Audit & Supervisory
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Board Members attend Executives Meetings to hear the content of the deliberations and then attend the Board of Directors
to state their opinions as necessary.

2. Dialogue with the President & Chief Executive Officer and other executive officers
Audit & Supervisory Board Members hold regular quarterly meetings with the President & Chief Executive Officer to
exchange opinions on management issues. In addition, Audit & Supervisory Board Members receive reports on the status
of the execution of duties from Directors, Executive Officers, persons in charge of each department, etc. as necessary, and
express their opinions.

3. Ons-site audits and inspections
Audit & Supervisory Board Members carry out on-site audits and inspections at domestic business sites and Group
companies in Japan and overseas that have been selected on a risk basis, in an effort to ascertain the status of these sites.
In this fiscal year, on-site audits were conducted at ten domestic business sites and one overseas company. The results of
these audits and inspections are reported to the President & Chief Executive Officer and the directors in charge, etc.

4. Cooperation with the Internal Auditing Office, Group companies’ Audit & Supervisory Board Members, etc.

Audit & Supervisory Board Members hold regular monthly meetings with the Internal Auditing Office to grasp the status
of the Company in a timely and appropriate manner and to exchange information and opinions. Regular annual meetings
are also held with Audit & Supervisory Board Members and other members of Group companies in and outside Japan to
share information and exchange opinions with a view to strengthening Group governance.

5. Cooperation with the Accounting Auditor
Audit & Supervisory Board Members hold regular meetings with the Accounting Auditor to discuss auditing plans, the
implementation status of interim audits, semi-annual reviews, key audit matters (KAM), audit results under the Companies
Act, audit results under the Financial Instruments and Exchange Act, etc., and to exchange opinions on important topics
related to auditing as necessary. Audit & Supervisory Board Members also use the overseas network of the Accounting
Auditor to exchange opinions with overseas audit firms on the audit status of major overseas Group companies.

6. Cooperation with External Directors
Audit & Supervisory Board Members hold regular semi-annual meetings with External Directors to exchange opinions on
management issues and strengthen cooperation between External Directors and Audit & Supervisory Board Members.

7. Initiatives to improve the effectiveness of the Audit & Supervisory Board and Audit & Supervisory Board Member audits
To improve the effectiveness of the Audit & Supervisory Board and Audit & Supervisory Board Member audits, at the end
of the fiscal year, each Audit & Supervisory Board Member conducts a self-review in the form of a questionnaire on the
operation of the Audit & Supervisory Board and the results of audit activities conducted. The Audit & Supervisory Board
analyzes and evaluates the results and confirms points and initiatives for improvement of the Audit & Supervisory Board
and Audit & Supervisory Board Member audits for the next fiscal year.

Status of internal audits
The Internal Auditing Office is in charge of internal audits of the Company.
The Internal Auditing Office, which reports directly to the President & Chief Executive Officer, is independent from other
business divisions, and aims to “protect the Company’s assets, comply with laws and regulations and the other Code of Conduct,
streamline and improve the efficiency of business, and execute business appropriately.” Based on the annual plan approved by
the Board of Directors, the Internal Auditing Office conducts operational audits and evaluations of the effectiveness of internal
control related to the financial reporting under the Financial Instruments and Exchange Act.
The results of audits and evaluations by the Internal Auditing Office are dual-reported to the Board of Directors and the Audit &
Supervisory Board Members in addition to the President and related departments from the perspective of ensuring the
effectiveness of internal audits.
Furthermore, in order to improve the effectiveness and quality of internal audits, the Company is working to strengthen its
internal audit system, including improving internal audit procedures and securing audit personnel.

Status of accounting audits

a. Name of accounting audit firm
KPMG AZSALLC

b. Continuous audit period

Since 2021

c. Certified public accountants who executed audit work
Designated Limited Liability Partner and Executive Members: Ryoichi Isashi and Takeshi Nakatani

d. Composition of the assistants assigned to audit work
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21 certified public accountants, 43 others

e. Accounting auditor selection policy and reasons

When selecting an accounting auditor, the Company’s policy is to make balanced decisions taking into account factors such
as quality control systems, the level of specialization and independence, the content of audit plans, implementation systems
for effectively and efficiently carrying out accounting audits of the Group, audit fee estimates, and communication with
Audit & Supervisory Board Members and management. Based on this policy, the Company selected KPMG AZSA LLC as
its accounting auditor, determining that KPMG AZSA LLC would provide suitable accounting audit services.

Accounting auditors for whom any of the items stipulated in Article 340, Paragraph 1 of the Companies Act are deemed
applicable will be dismissed, subject to approval from all Audit & Supervisory Board Members. Also, where it is deemed
that events have occurred that could hinder the suitable execution of accounting auditors’ duties, or where the replacement
of accounting auditors is deemed appropriate, the Audit & Supervisory Board decides on proposals to be submitted at the
General Meeting of Shareholders for the dismissal or non-reappointment of accounting auditors.

f. Accounting auditor evaluation carried out by the Audit & Supervisory Board and its members

The Audit & Supervisory Board and its members have established evaluation standards in accordance with the Japan Audit
& Supervisory Board Members Association’s “Practical Guidelines for Audit & Supervisory Board Members Concerning
Accounting Auditor Evaluations and Establishing Selection Criteria.” Each fiscal year, the accounting auditor's quality
control system, independence, expertise and performance of duties are comprehensively evaluated to determine whether it
is qualified to serve as the accounting auditor of the Company. As a result of the evaluation of this fiscal year, it has been
determined that there are no problems with the execution of duties of the current accounting auditor, and it has been
reappointed by resolution of the Audit & Supervisory Board.

4) Contents of audit fees

a. Fees for certified public accountants

Previous fiscal year Current fiscal year
Category - - - -
Fees based on audit Fees based on non-audit Fees based on audit Fees based on non-audit
attestation (Million yen) | services (Million yen) | attestation (Million yen) | services (Million yen)
Submitting Company 75 2 86 1
Consolidated subsidiaries 14 - 12 -
Total 89 2 99 1

(Previous fiscal year)

The compensation paid to KPMG AZSA LLC is stated. The non-audit services for which the Company pays compensation is for
comfort letter writing services, etc.

(Current fiscal year)

The compensation paid to KPMG AZSA LLC is stated. The non-audit services for which the Company pays compensation is for
comfort letter writing services, etc.

b. Compensation for the same network as auditing certified public accountants, etc. (excluding a.)

Previous fiscal year Current fiscal year
Category - - - -
Fees based on audit Fees based on non-audit Fees based on audit Fees based on non-audit
attestation (Million yen) | services (Million yen) | attestation (Million yen) | services (Million yen)
Submitting Company - 32 - 31
Consolidated subsidiaries 310 65 223 17
Total 310 97 223 49

(Previous fiscal year)

The non-audit services paid by the Company to the same network (KPMGQG) as the auditing certified public accountants include support
services related to ESG promotion and such. Non-audit services paid by consolidated subsidiaries include support services related to
compliance with the Corporate Sustainability Reporting Directive (CSRD).

(Current fiscal year)
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The non-audit services paid by the Company to the same network (KPMGQG) as the auditing certified public accountants include support
services related to ESG promotion and such. Non-audit services paid by consolidated subsidiaries include support services related to

compliance with the Corporate Sustainability Reporting Directive (CSRD).

c. Fees based on other important audit and attestation services

Not applicable

d. Policy for determining audit fees

The Company has not set a policy for determining amounts to be paid as fees for auditing certified public accountants, etc.
but considers factors such as audit periods when deciding on fee amounts.

e. Reasons why the Audit & Supervisory Board agreed to the accounting auditor’s fees, etc.

The Audit & Supervisory Board agreed to the accounting auditor’s fees, as it determined that the accounting auditor’s fees,
etc. were reasonable after verifying whether the contents of the auditor’s audit plans, the state of work execution by the
accounting auditor, and the calculation basis for its fee estimates were appropriate.

(4) Executive remuneration, etc.

1)

Policy for determining the amount of remuneration for Directors and Audit & Supervisory Board Members
The policy for determining the amount of remuneration for Directors and Executive Officers is a matter for resolution by the
Board of Directors. Remuneration for Directors is set within the maximum limits approved at the General Meeting of
Shareholders and with the aim of having Directors and Audit & Supervisory Board Members in charge of business execution
be strongly committed to achieving high management targets and maximizing medium- to long-term corporate value. The
Company ensures that remuneration is commensurate with its operating performance and individual performance and
achievements, while maintaining standards that fulfill the following requirements.
+ Remuneration for encouraging commitment of Directors and Audit & Supervisory Board Members toward short- and
medium- to long-term management targets
+ Remuneration guaranteeing the level of remuneration that can motivate incumbent and future candidates for Directors
and Audit & Supervisory Board Members, and that is the same level as competitors
+ Remuneration that is transparent and reasonable enough to be accountable to Directors, Audit & Supervisory Board
Members, shareholders and investors
The remuneration for Directors and Audit & Supervisory Board Members of the Company consists of “basic remuneration,”
which is the fixed portion, and “performance-linked remuneration,” which varies depending on the level of achievement of
performance targets and “stock remuneration.” For Directors and Executive Officers who are responsible for business
execution, the percentage of “performance-linked remuneration” to “basic remuneration” is set higher as the level of officer
rises. This is by taking into account responsibility of each Director and Audit & Supervisory Board Member and impact on the
Company’s performance.
In addition, in order to ensure the independency of the Company's decision-making process, the Board of Directors delegates
the details of the Company's individual remuneration, etc. to the Remuneration Committee, the majority of which consists of
External Directors. The Remuneration Committee consists of three members: External Director (Chairman) Nobumitsu
Kambayashi, External Director Mayumi Asada, and Representative Director/President & Chief Executive Officer Hajime
Nagasaka. In fiscal 2025, the Committee met three times to consider remuneration systems of Directors and Executive Officers,
and to determine individual remuneration amounts based on business performance, responsibilities and the results of Directors
and Executive Officers. Since the decision was made by the Renumeration Committee based on a variety of considerations
including consistency with the decision-making policies, the Board of Directors has determined that these decisions have been
made appropriately. Remuneration for Audit & Supervisory Board Members is set within the maximum limit approved at the
General Meeting of Shareholders and is determined through discussions at Audit & Supervisory Board meetings.

(Basic remuneration)

+ The base amount will be determined by reflecting the assessment in accordance with the position.

(Performance-linked remuneration)

Performance-linked remuneration consists of short-term incentive remuneration and medium- to long-term incentive
remuneration.

The base amount of short-term incentive remuneration is set according to the position, and the amount to be paid is determined
within the range of 10% to 200% of the base amount according to the financial indicators and the degree of achievement of
individual goals (including sustainability targets). The specific evaluation items and evaluation percentages are as follows. The
financial indicators are based on items emphasized in the Mid-Term Management Plan.
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Evaluation items Rate of evaluation

Achievement of single-year financial targets
80%
(net sales, ROS, ROIC, free cash flow)

Achievement of individual goals
20%

(including achievement of sustainability targets)

The base amount of medium- to long-term incentive remuneration is set according to the position, and the amount to be paid is
determined within the range of 10% to 200% of the base amount according to the financial indicators, the degree of improvement
in the score and rating of ESG evaluation organizations and the level of achievement of individual goals. The specific evaluation
items and evaluation percentages are as follows. The financial indicators are based on items emphasized in the Mid-Term
Management Plan.

Evaluation items Rate of evaluation

Achievement of financial targets for the Mid-Term Management Plan
target period (3 years)

(net sales, ROS, ROIC, free cash flow) 80%

ESG evaluation organizations scores and rating improvement rate

Achievement of individual goals 20%

In addition, since performance-linked remuneration is not suitable for non-executive Directors or Audit & Supervisory Board
Members that are independent from the execution of business, only basic remuneration is paid.

The status of the indicators referred to in the company-wide performance evaluation of short-term incentive remuneration is as
follows.

Financial indicator Target Result
Net sales 344.3 billion yen 322.9 billion yen
ROS 6.8% 8.0%
ROIC 5.3% 5.8%
Free cash flow 2.54 billion yen 20.44 billion yen

(Stock remuneration)

To provide incentives for Directors other than External Directors to continuously improve corporate value, and to promote value
sharing with shareholders, the Company pays remuneration for the granting of restricted stock in the form of monetary claims
of up to ¥100 million per year. The transfer restriction period shall be 30 years from the day of receiving the allotment, and the
transfer restriction shall be lifted by resolution of the Board of Directors in the case of expiration of the transfer restriction period,
resignation due to expiration of the term of office, death or other justifiable reasons. The amount of stock remuneration is up to
15% of the basic remuneration and performance-linked remuneration based on the percentage of each individual’s contribution
to business performance.

(Composition of remuneration)

The composition of remuneration by position is a remuneration system in which the President’s performance-linked remuneration
(performance-linked remuneration + stock remuneration) is the highest (approximately 50%), and the performance-linked
remuneration ratio to the Executive Officers (approximately 40%) is gradually reduced in order of position.

.63.



2) Total amounts of remuneration by officer classification, total amount by type of remuneration, and number of eligible recipients

Total amount of remuneration by type (Million yen)
Total amount of Performance- Number of
X Non- t
Officer classification ren_luperation Basic linked . c 321;;32;;? eli.gi.ble
(Million yen) remuneration remuneration recipients
Restricted stock
Bonus .
remuneration
Directors (gxcludlng External 223 104 91 27 6
Directors)

Audit & Supervisory Board
Members (excluding External 37 37 ) ) 5

Audit & Supervisory Board

Members)

External External

Directors Directors 30 30 j ) 3

and gudlt External Audit
Supervisory & Supervisory 14 14 - - 2

Board
Board Memb
Members embers
Total 306 187 91 27 13

(Notes) 1. It was resolved at the Annual General Meeting of Shareholders for fiscal 2005, held on March 30, 2006, that the maximum
amount of remuneration paid to Directors shall be no more than ¥350 million per year (number of Directors capped at 13).
The number of Directors as of the conclusion of the annual general meeting of shareholders was nine.

2. It was resolved at the Annual General Meeting of Shareholders for fiscal 2019, held on March 27, 2020, that the maximum
amount of restricted stock remuneration shall be no more than ¥100 million per year and no more than 100,000 shares per
year (External Directors shall not receive this type of remuneration). The number of Directors (excluding External
Directors) as of the conclusion of the annual general meeting of shareholders was six.

3. It was resolved at the Annual General Meeting of Shareholders for fiscal 2005, held on March 30, 2006, that the maximum
amount of remuneration paid to Audit & Supervisory Board Members shall be no more than ¥65 million per year (number
of Audit & Supervisory Board Members capped at 4). At the conclusion of the annual general meeting of shareholders, the
number of Audit & Supervisory Board Members was four.

4. The number of executives at the end of the fiscal year under review was eight Directors (two of whom were External
Directors) and four Audit & Supervisory Board Members (two of whom were External Audit & Supervisory Board

Members).
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(5) Status of shareholdings

1) Classification standards and approach for investment stocks

2)

a.

The Company classifies investment stocks into two categories: investment stocks held for pure investment purposes, and
investment stocks held for purposes other than pure investment. Investment stocks held for pure investment purposes are held
for the purpose of gaining profits from fluctuations in the value of such stocks or from stock-related dividends. Investment

stocks held for other purposes are referred to as investment stocks held for purposes other than pure investment.

Investment stocks held for purposes other than pure investment

Method for verifying the policy and rationale for holdings as well as the results of verification carried out at Board of

Directors’ meetings, etc., regarding the suitability of individual stocks

The Company acquires/holds shares in business partners, etc. where it determines that doing so would help in creating further
business opportunities or enhancing corporate value over the medium- to long-term by establishing, maintaining, and
strengthening business/collaborative relationships. When holding individual stocks, the Company designates the department
with administrative authority, which analyzes the profitability and purpose of holding the relevant stock(s), as well as whether
the risks of holding are commensurate with the cost of capital. The Company thereafter carries out periodic verifications
from a company-wide strategic perspective at Executives Meetings and Board of Directors’ meetings. The Company will
reduce its holdings of stocks for which there are deemed to be insufficient grounds for maintaining holdings based on

verification results.

b. Number of stocks and amount recorded on balance sheet

Number of Total amount recorded on
stocks balance sheet
(Stocks) (Million yen)
Unlisted stocks 4 27
Stocks other than unlisted 39 36351

stocks

(Stocks for which the number of shares increased in the fiscal year under review)

Total acquisition amount

Number of related to the increase in Reason for the increase in the number of
stocks .
(Stocks) sha.rel.loldmgs shares
(Million yen)
Unlisted stocks - -
Shares acquired through client’s stock
Stocks other than unlisted 3 2% ownership plan and acquisition of shares

stocks

for the purpose of maintaining and
strengthening business relationships

Total proceeds from sale

Number of related to the decrease in
stocks :
(Stocks) shareholdings
(Million yen)
Unlisted stocks ) :
Stocks other than unlisted 5 o

stocks

.65.

(Stocks for which the number of shares decreased in the fiscal year under review)




c. Information on the number of shares and amount recorded on balance sheet by stock name for specified investment stocks

and deemed shareholdings

Specified investment stocks

Fiscal year under

Previous fiscal year

review
Number of shares | Number of shares | Purpose and quantitative effect of holding, outline Tokai
Stock name (Shares) (Shares) of business alliance, and the reason for the increase| Carbon
Amount recorded | Amount recorded in the number of shares shareholder
on balance sheet on balance sheet
(Million yen) (Million yen)
Mitsubishi UFJ 5,494,680 5,494,680 Create new business opportul}ities and enhance
. . corporate value over the medium- to long-term by «
Financial Group, . S 4 Yes
Inc establishing, maintaining, and strengthening
’ 13,698 10,143 | business/collaborative relationships.
Create new business opportunities and enhance
1,390,216 695,108 | corporate value over the medium- to long-term by
Bridgestone establishing, maintaining, and strengthening
- . - . . No
Corporation business/collaborative relationships.
4,885 3,711 | The increase in the number of shares is due to a
stock split.
Create new business opportunities and enhance
1,466,088 1,456,611 | corporate value over the medium- to long-term by
Daido Steel Co., establishing, maintaining, and strengthening Yes
Ltd. business/collaborative relationships.
2,345 1,730 | Increased due to shares acquired through client’s
stock ownership plan.
. 379,811 379,811 Create new business opportur}ities and enhance
Toyo Tire corporate value over the medium- to long-term by N
; L AT . 0
Corporation establishing, maintaining, and strengthening
1,646 928 | business/collaborative relationships.
890,475 890,475 Create new business opportur}ities and enhance
. corporate value over the medium- to long-term by
Zeon Corporation . oL > Yes
establishing, maintaining, and strengthening
1,593 1,334 | pusiness/collaborative relationships.
. . 1,385,504 1,385,504 Create new business opportur}ities and enhance
Kyushu Financial corporate value over the medium- to long-term by %
o A > Yes
Group Inc. establishing, maintaining, and strengthening
1,410 1,006 | pyusiness/collaborative relationships.
Fukuoka 220,756 220,756 Create new business opportur}ities and enhance
. . corporate value over the medium- to long-term by %
Financial Group, S R . Yes
Inc establishing, maintaining, and strengthening
: 1118 870 | business/collaborative relationships.
. o 292,075 292,075 Create new business opportur}ities and enhance
Mitsubishi Estate corporate value over the medium- to long-term by
. A . Yes
Co., Ltd. establishing, maintaining, and strengthening
1,116 642 | pusiness/collaborative relationships.
317,000 317,000 Create new liusiness ol?ponlépities anld enhanceb
NOK Corporation corporatt? value over t. € medium- to ong-term y Yes
establishing, maintaining, and strengthening
890 784 | business/collaborative relationships.
. . 148,830 148,830 Create new business opponul}ities and enhance
Tokio Marine corporate value over the medium- to long-term by Veg*
. S A 4 es
Holdings, Inc. establishing, maintaining, and strengthening
865 852 | business/collaborative relationships.
152,996 152,996 Create new business opportur}ities and enhance
K.C.Tech Co., corporate value over the medium- to long-term by
.o A f No
Ltd. establishing, maintaining, and strengthening
663 428 | business/collaborative relationships.
109,298 109,298 Create new business opportul}ities and enhance
The Yokohama corporate value over the medium- to long-term by No
Rubber Co., Ltd. 657 371 establishing, maintaining, and strengthening

business/collaborative relationships.
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Fiscal year under

Previous fiscal year

review
Number of shares | Number of shares | Purpose and quantitative effect of holding, outline Tokai
Stock name (Shares) (Shares) of business alliance, and the reason for the increase| Carbon
Amount recorded | Amount recorded in the number of shares shareholder
on balance sheet on balance sheet
(Million yen) (Million yen)
52,064 52,064 Create new business opportul}ities and enhance
Yamato Kogyo corporate value over the medium- to long-term by
. oL f No
Co., Ltd. establishing, maintaining, and strengthening
556 386 | business/collaborative relationships.
‘ 69,600 69,600 Create new business opportul}ities and enhance
The Shiga Bank, corporate value over the medium- to long-term by
S AT 4 Yes
Ltd. establishing, maintaining, and strengthening
499 273 | business/collaborative relationships.
Yamaguchi 220,000 220,000 Create new business opportul}ities and enhance
. ) corporate value over the medium- to long-term by «
Financial Group, S SR 4 Yes
Inc 467 160 estabhshmg, maintaining, apd str.engthenlng
’ business/collaborative relationships.
. 157,455 157,455 Create new business opportur}ities and enhance
Sumitomo Rubber corporate value over the medium- to long-term by
. .o S . No
Industries, Ltd. establishing, maintaining, and strengthening
380 280 | pusiness/collaborative relationships.
62,500 62,500 Create new l;usiness o};:porttg}ities anld enhanceb
JEOL Ltd. corpoyate_ value over t. € medium- to ong_-term y Yes
establishing, maintaining, and strengthening
314 352 | business/collaborative relationships.
104,525 104,525 Create new l;usiness o};l)portl(lll}ities anld enhanceb
KC Co., Ltd. corporate value over the medium- to long-term by Yes
establishing, maintaining, and strengthening
291 186 | business/collaborative relationships.
Create new business opportunities and enhance
93,037 88,631 | corporate value over the medium- to long-term by
Topy Industries, establishing, maintaining, and strengthening No
Ltd. business/collaborative relationships.
287 177 | Increased due to shares acquired through client’s
stock ownership plan.
485,000 485,000 Create new l;usiness O}E)porttér}ities anld enhanceb
TYK Corporation corporate_ value over t. € medium- to ong_-term y Yes
establishing, maintaining, and strengthening
285 207 | pusiness/collaborative relationships.
. 68,252 68,252 Create new business opportur}ities and enhance
Toyoda Gosei corporate value over the medium- to long-term by Y
S A 4 es
Co., Ltd. establishing, maintaining, and strengthening
269 189 | business/collaborative relationships.
Create new business opportunities and enhance
393,330 78,666 | corporate value over the medium- to long-term by
Nippon Steel establishing, maintaining, and strengthening N
. . . . . (6]
Corporation business/collaborative relationships.
252 250 | The increase in the number of shares is due to a
stock split.
39,787 39,787 Create new business opponupities and enhance
Tokyo Tekko Co., corporate value over the medium- to long-term by
o A > Yes
Ltd. establishing, maintaining, and strengthening
245 266 | pusiness/collaborative relationships.
139,551 464,951 Create new l;usiness ol?ponléqities anld enhanceb
Toagosei Co., Ltd corpotate. value over t, ¢ medium- to ong—term y Yes
establishing, maintaining, and strengthening
229 704 | business/collaborative relationships.
90,000 90,000 Create new l;usiness O}E)portL(lir}ities anld enhanceb
Kyoei Steel Ltd. corpoyate' value over t. € medium- to ong-term y No
220 165 establishing, maintaining, and strengthening

business/collaborative relationships.

.67.




Fiscal year under

Previous fiscal year

review
Number of shares | Number of shares | Purpose and quantitative effect of holding, outline Tokai
Stock name (Shares) (Shares) of business alliance, and the reason for the increase| Carbon
Amount recorded | Amount recorded in the number of shares shareholder
on balance sheet on balance sheet
(Million yen) (Million yen)
Create new business opportunities and enhance
Mi L 55,800 18,600 | corporate value over the medium- to long-term by
itsubishi .o S 4
Kakoki Kaisha estthshlng, maintaining, apd str.engthenlng Yes
Ltd ’ business/collaborative relationships.
' 179 70 | The increase in the number of shares is due to a
stock split.
43,787 43,787 Create new business opportunities and enhance
The Yamanashi corporate value over the medium- to long-term by Yes
Chuo Bank, Ltd. establishing, maintaining, and strengthening
176 82 | pusiness/collaborative relationships.
14.400 14.400 | Create new business opportunities and enhance
Makino Milling ’ ’ corporate value over the medium- to long-term by Yes
Machine Co., Ltd. establishing, maintaining, and strengthening
158 154 | business/collaborative relationships.
55,000 55,000 Create new business opportunities and enhance
Osaka Steel Co., corporate value over the medium- to long-term by N
Ltd. establishing, maintaining, and strengthening °
152 162 | business/collaborative relationships.
Create new business opportunities and enhance
39,521 9,550 | corporate value over the medium- to long-term by
Aichi Steel establishing, maintaining, and strengthening
’ . - . . No
Corporation business/collaborative relationships.
115 49 | Increased due to shares acquired through client’s
stock ownership plan and a stock split.
Create new business opportunities and enhance
Soda Nikka Co. 87,285 87,285 corporate value over the medium- to long-term by
Ltd. ’ establishing, maintaining, and strengthening Yes
94 100 | business/collaborative relationships.
Create new business opportunities and enhance
DMW 16,200 16,200 corporate value over the medium- to long-term by
Corporation establishing, maintaining, and strengthening Yes
85 63 | business/collaborative relationships.
Create new business opportunities and enhance
The Bank of 11,550 11,550 corporate value over the medium- to long-term by
Iwate, Ltd. establishing, maintaining, and strengthening Yes
60 32 | business/collaborative relationships.
Create new business opportunities and enhance
JFE Holdings 19,988 19,988 corporate value over the medium- to long-term by
Corporation establishing, maintaining, and strengthening No
39 35 | business/collaborative relationships.
Create new business opportunities and enhance
SUMCO 21,700 21,700 corporate value over the medium- to long-term by
Corporation establishing, maintaining, and strengthening No
31 25 | business/collaborative relationships.
Create new business opportunities and enhance
Bando Chemical 14,006 14,006 corporate value over the medium- to long-term by
Industries, Ltd. establishing, maintaining, and strengthening No
28 26 | business/collaborative relationships.
Create new business opportunities and enhance
Kimura Chemical 14,500 14,500 corporate value over the medium- to long-term by
Plants Co., Ltd. establishing, maintaining, and strengthening No
17 12 | business/collaborative relationships.
Create new business opportunities and enhance
ENEOS Holdings, 15,536 15,536 corporate value over the medium- to long-term by
Inc. establishing, maintaining, and strengthening No
17 12 | business/collaborative relationships.
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Fiscal year under Previous fiscal year
review
Number of shares | Number of shares | Purpose and quantitative effect of holding, outline Tokai
Stock name (Shares) (Shares) of business alliance, and the reason for the increase| Carbon
Amount recorded | Amount recorded in the number of shares shareholder
on balance sheet on balance sheet
(Million yen) (Million yen)
Create new business opportunities and enhance
1,369 1,369 corporate value over the medium- to long-term by
Kobe Steel, Ltd. establishing, maintaining, and strengthening No
2 2 | business/collaborative relationships.
Create new business opportunities and enhance
Mitsubishi B 1,087,161 corporate value over the medium- to long-term by
Corporation establishing, maintaining, and strengthening No
- 2,830 | business/collaborative relationships.
- 9,315
Itochu
Corporation No
- 72
. - 71,973
Sumitomo
. No
Corporation
- 246
. - 26,446
Sanyo Special No
Steel Co., Ltd. 50

(Notes) 1. It is difficult to list the quantitative effects of holdings. However, the Company periodically verifies the rationale for its

3)

4)

5)

holdings based on analysis of factors such as the purpose of acquiring or holding, profitability, and whether the risks of
holding are commensurate with the cost of capital.
“-” indicates that the Company does not hold the relevant stock.
. “*” indicates that shares of the Company are held by group companies within these holdings.
Investment stocks held for the purpose of pure investment
Not applicable

Investment stocks for which the purpose of holding was changed from pure investment to other than pure investment during
the fiscal year under review
Not applicable

Investment stocks for which the purpose of holding was changed from other than pure investment to pure investment during

the four previous fiscal years and the fiscal year under review
Not applicable
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Section 5 Status of Accounting

1. Method of preparation for consolidated and non-consolidated financial statements
(1) The Company’s consolidated financial statements are prepared based on the Ordinance on Terminology, Forms and Preparation
Methods of Consolidated Financial Statements (Ordinance of the Ministry of Finance No. 28 of 1976; hereinafter referred to as
“Ordinance on Consolidated Financial Statements”).

(2) The Company’s financial statements are prepared based on the Ordinance on Terminology, Forms and Preparation Methods of
Financial Statements (Ordinance of the Ministry of Finance No. 59 of 1963; hereinafter referred to as “Ordinance on Financial
Statements”).

The Company corresponds to a special company submitting financial statements and prepares financial statements pursuant to
the provision of Article 127 of the Ordinance on Financial Statements.

2. Audit and attestation
Pursuant to the provision of Article 193-2, Paragraph 1 of the Financial Instruments and Exchange Act, the Company receives
audits from KPMG AZSA LLC in regard to the consolidated financial statements for the fiscal year from January 1 to December
31, 2025 and the financial statements for the business year from January 1 to December 31, 2025.

3. Special initiatives to ensure the appropriateness of consolidated financial statements, etc.
The Company takes special initiatives to ensure the appropriateness of consolidated financial statements, etc. Specifically, in order
to establish a system to properly identify the contents of accounting standards, etc. and to respond appropriately to changes, etc. to
accounting standards, the Company is a member of the Financial Accounting Standards Foundation and also participates in seminars
organized by accounting audit firms, etc. and subscribes to accounting journals.
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1  Consolidated Financial Statements, etc.
(1) Consolidated financial statements

1) Consolidated balance sheets

(Million yen)
Previous fiscal year Fiscal year under review
(As of December 31, 2024) (As of December 31, 2025)
Assets
Current assets
Cash and deposits 92,207 90,156
Notes and accounts receivable *1 69,175 *1 66,781
Merchandise and finished goods 30,273 28,669
Work in progress 38,245 34,266
Raw materials and supplies 32,424 30,361
Other 9,680 10,309
Allowance for doubtful accounts (1,439) (1,715)
Total current assets 270,566 258,828
Fixed assets
Tangible fixed assets
Buildings and structures, net 42,733 49,519
Machinery, equipment and vehicles, net 130,926 179,933
Land 12,041 12,878
Leased assets, net 7,341 9,360
Construction in progress 69,539 34,981
Other, net 3,488 3,755
Total tangible fixed assets *2 266,070 *2 290,429
Intangible assets
Goodwill 30,416 26,684
Customer-related assets 24,666 21,795
Other 12,331 13,039
Total intangible assets 67,414 61,520
Investments and other assets
Investment securities *333,307 *340,257
Long-term loans receivable 75 3,878
Net defined benefit asset 3,783 6,227
Deferred tax assets 1,048 1,645
Other 1,273 1,270
Allowance for doubtful accounts 22) 24)
Total investments and other assets 39,466 53,255
Total fixed assets 372,951 405,204
Total assets 643,517 664,033
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(Million yen)

Previous fiscal year
(As of December 31, 2024)

Fiscal year under review
(As of December 31, 2025)

Liabilities
Current liabilities
Notes and accounts payable 23,085 20,381
Electronically recorded obligations 3,551 3,029
Short-term loans payable *4 6,216 *4 7,814
Commercial papers 59,500 47,000
Current portion of bonds payable - 10,000
Current portion of long-term loans payable 8,223 3,282
Income taxes payable 3,848 2,508
Contract liability 2,605 2,089
Provision for bonuses 3,297 4,144
Provision for business restructuring 7,596 1,503
Other 30,215 24,973
Total current liabilities 148,138 126,726
Long-term liabilities
Bonds payable 65,000 65,000
Long-term loans payable 52,301 65,015
Lease obligations 7,870 9,230
Deferred tax liabilities 32,749 35,935
Retirement benefit liability 7,746 4,805
Provision for retirement benefits for directors 101 107
Provision for executive officers’ retirement benefits 42 36
Provision for environment and safety measures 420 406
Other 4,406 3,923
Total long-term liabilities 170,639 184,460
Total liabilities 318,777 311,187
Net assets
Shareholders’ equity
Capital stock 20,436 20,436
Capital surplus 10,690 9,388
Retained earnings 146,661 160,334
Treasury stock (7,068) (7,047)
Total shareholders’ equity 170,719 183,111
Accumulated other comprehensive income
Valuation difference on other securities 17,698 21,933
Deferred gains or losses on hedges 68 115
Foreign currency translation adjustments 97,867 109,130
g]gﬁlsulatlve remeasurements of defined benefit 2,785 4,066
Total accumulated other comprehensive income 118,420 135,246
Non-controlling interests 35,600 34,488
Total net assets 324,740 352,846
Total liabilities and net assets 643,517 664,033
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2) Consolidated statements of income and comprehensive income

Consolidated statements of income

(Million yen)
Previous fiscal year Fiscal year under review
(January 1 (January 1
to December 31, 2024) to December 31, 2025)

Net sales *1 350,114 *1 322,960
Cost of sales *2,%4 269,478 *2,*4 243 220
Gross profit 80,635 79,740
Selling, general and administrative expenses *3,%4 61,248 *3,%4 53,890
Operating income 19,386 25,850
Non-operating income

Interest income 1,514 1,845

Dividend income 1,045 1,273

Share of profit of entities accounted for using equity

method 1115 .

Foreign exchange gains 2,023 292

Other 852 1,082

Total non-operating income 6,601 4,494
Non-operating expenses

Interest expenses 1,965 2,391

Lease interest expenses 240 446

Other 1,203 1,193

Total non-operating expenses 3,409 4,032
Ordinary income 22,579 26,312
Extraordinary income

Gain on sale of investment securities 43 4,199

Reversal of provision for business restructuring - *5 938

Gain on sales of fixed assets * 61 *6 14

Gain on step acquisitions 6,799 -

Total extraordinary income 6,904 5,153
Extraordinary losses

Impairment loss *7 68,134 *7348

Loss on retirement of fixed assets *8 725 *8 197

Loss on sales of fixed assets *9 1 *9 1

Business restructuring expenses *10 8,016 -

Total extraordinary losses 76,878 547
Net income (loss) before income taxes (47,395) 30,918
Income taxes - current 8,390 7,935
Income taxes - deferred (3,086) (290)
Total income taxes 5,304 7,644
Net income (loss) (52,699) 23,274
Net income attributable to non-controlling interests 3,786 3,195
Net income (loss) attributable to owners of the parent (56.,485) 20,078

company
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Consolidated statements of comprehensive income

(Million yen)
Previous fiscal year Fiscal year under review
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
Net income (loss) (52,699) 23,274
Other comprehensive income
Valuation difference on other securities 2,596 4214
Deferred gains or losses on hedges (200) 47
Foreign currency translation adjustments 27,783 11,760
Remeasurements of defined benefit plans 191 1,280
Share of other comprehensive income of associates
. ; 136 =
accounted for using equity method
Total other comprehensive income *130,507 *1 17,303
Comprehensive income (22,191) 40,577
(Breakdown)
Comprehensive income attributable to owners of the (25,336) 36,904
parent company
Comprehensive income attributable to non-controlling 3,145 3,673

interests
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3)

Consolidated statements of changes in equity

Previous fiscal year (January 1 to December 31, 2024)

(Million yen)
Shareholders’ equity
Retained Total
Capital stock | Capital surplus . Treasury stock shareholders’
earnings .
equity
Bal t beginning of
a'ance at begunning 20,436 13,825 210,183 (7,225) 237,220
period
Change during period
Dividends of surplus (7,036) (7,036)
Net income (loss)
attributable to owners of (56,485) (56,485)
the parent company
Purchase of treasury stock (1) (1)
Disposal of treasury stock 106 159 265
Changes in the parent
's int t 1
company's interes due to (3.242) (3.242)
transactions with non-
controlling interests
Net change in items other
than shareholders’ equity
Total change during period - (3,135) (63,522) 157 (66,500)
Balance at end of period 20,436 10,690 146,661 (7,068) 170,719
Accumulated other comprehensive income
. . Cumulative  |Total accumulated | i
luat F on-controlling
'Va YO Ineferred gains orf O o oY | remeasurements other interests Total net assets
difference on translation .
... |losses on hedges . of defined benefit| comprehensive
other securities adjustments .
plans income
Balance at beginning of
. 15,106 268 69,302 2,593 87,271 35,612 360,103
period
Change during period
Dividends of surplus (7,036)
Net income (loss)
attributable to owners of (56,485)
the parent company
Purchase of treasury stock (1)
Disposal of treasury stock 265
Changes in the parent
compan?/ S 1nt§rest due to (3,242)
transactions with non-
controlling interests
Net change in items other
2,592 200 28,565 191 31,149 11 31,137
than shareholders’ equity (200) an
Total change during period 2,592 (200) 28,565 191 31,149 (11) (35,363)
Balance at end of period 17,698 68 97,867 2,785 118,420 35,600 324,740

.’75.




Fiscal year under review (January 1 to December 31, 2025)

(Million yen)
Shareholders’ equity
Retained Total
Capital stock | Capital surplus . Treasury stock | shareholders’
earnings .
equity
Bal t beginning of
a'ance at begunning 20,436 10,690 146,661 (7,068) 170,719
period
Change during period
Dividends of surplus (6,404) (6,404)
Net income (loss)
attributable to owners of 20,078 20,078
the parent company
Purchase of treasury stock 0) 0)
Disposal of treasury stock 13 21 34
Changes in the parent
compan}/‘s inteirest due to (1315 (1315)
transactions with non-
controlling interests
Net change in items other
than shareholders’ equity
Total change during period - (1,302) 13,673 20 12,391
Balance at end of period 20,436 9,388 160,334 (7,047) 183,111
Accumulated other comprehensive income
. . Cumulative  |Total accumulated | i
luat F on-controlling
'Va YO Ineferred gains orf O o oY | remeasurements other interests Total net assets
difference on translation .
... |losses on hedges . of defined benefit| comprehensive
other securities adjustments .
plans income
Balance at beginning of
. 17,698 68 97,867 2,785 118,420 35,600 324,740
period
Change during period
Dividends of surplus (6,404)
Net income (loss)
attributable to owners of 20,078
the parent company
Purchase of treasury stock (0)
Disposal of treasury stock 34
Changes in the parent
compan?/'s inte-rest due to (1315)
transactions with non-
controlling interests
Net chang in items other 4235 47 11,263 1,280 16,826 (1,111 15,714
than shareholders’ equity
Total change during period 4,235 47 11,263 1,280 16,826 (1,111) 28,106
Balance at end of period 21,933 115 109,130 4,066 135,246 34,488 352,846




4) Consolidated statements of cash flows

(Million yen)

Previous fiscal year
(January 1
to December 31, 2024)

Fiscal year under review
(January 1
to December 31, 2025)

Cash flows from operating activities

Net income (loss) before income taxes
Depreciation

Impairment losses

Business restructuring expenses

Loss (gain) on sale of investment securities

Loss (gain) on retirement / sales of tangible fixed assets

Amortization of goodwill

Increase (decrease) in allowance for doubtful accounts

Increase (decrease) in provision for bonuses
Reversal of provision for business restructuring
Increase (decrease) in retirement benefit liability
Decrease (increase) in retirement benefit asset
Interest and dividend income

Interest expenses

Bond issuance expenses

Foreign exchange losses (gains)

Share of (profit) loss of entities accounted for using
equity method

Loss (gain) on step acquisitions

Decrease (increase) in trade accounts receivable

Decrease (increase) in inventories

Increase (decrease) in notes and accounts payable -
trade

Other

Subtotal

Interest and dividends received

Interest paid

Income taxes paid

Payments for business restructuring expenses
Other

Cash flows from operating activities

Cash flows from investing activities

Payments into time deposits

Proceeds from withdrawal of time deposits
Purchase of tangible fixed assets

Proceeds from sales of tangible fixed assets
Purchase of intangible assets

Purchase of investment securities

Proceeds from sales of investment securities
Purchase of shares of subsidiaries resulting in a
change in the scope of consolidation

Proceeds from sales of investments in capital of
subsidiaries resulting in change in scope of
consolidation

Other

Cash flows from investing activities

(47,395) 30,918
33,028 27,700
68,134 348

8,016 -
(43) (4,199)
665 91

8,705 4,892
491 108

(1,366) 708
- 938)
(545) 2,036
28 (2,443)
(2,559) (3,118)

1,965 2,391
255 46

(366) (444)

(1,165) -
(6,799) -
(337) 2,744
14,210 6,321
(4,310) (3,725)
629 2,819
71,242 66,258
2,560 2,949
(1,984) (2,344)
(7,880) 9.251)
- (2,592)

534 854
64,471 55,872
(27,987) (24,874)
21,147 26,455
(53,556) (41,100)
6,561 102
(1,554) (1,807)
22) (559)

61 4,329

* (15,418) %2 (8,529)
) 3 (4,270)

©) 97)
(70,777) (51,052)
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(Million yen)

Previous fiscal year
(January 1
to December 31, 2024)

Fiscal year under review
(January 1
to December 31, 2025)

Cash flows from financing activities
Net increase (decrease) in short-term loans payable
Net increase (decrease) in commercial papers
Proceeds from long-term loans payable
Repayments of long-term loans payable
Proceeds from issuance of bonds
Redemption of bonds payable
Repayments of finance lease obligations
Dividends paid
Dividends paid to non-controlling interests

Payments for acquisition of shares of subsidiaries
without change in scope of consolidation

Purchase of treasury shares of subsidiaries
Other
Cash flows from financing activities

Effect of exchange rate change on cash and cash
equivalents

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

(789) 1,456
(500) (12,500)
19,000 16,000
(3,151) (8,291)
34,744 9,953
(25,000) =
(1,409) (1,813)
(7,036) (6,404)
(824) (852)
(5,886) -
- (5,269)

264 33
9,410 (7,689)
5,572 2,060
8,676 (808)
56,459 65,135
*1 65,135 *1 64,327
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Notes to Consolidated Financial Statements
(Significant basis for preparation of consolidated financial statements)
1. Matters concerning scope of consolidation

(1) Number of consolidated subsidiaries: 31

The names of consolidated subsidiaries are mentioned in “Section 1 Overview of the Company, 4 Status of Subsidiaries and
Associates” and hence omitted here.

(2) Names of non-consolidated subsidiaries
KC Kogyo Co., Ltd.
(Reason for exclusion from the scope of consolidation)

The non-consolidated subsidiary is small in scale, and its total assets, net sales, net income/loss, retained earnings, etc. do not
have a significant impact on the consolidated financial statements. Therefore, it is excluded from the scope of consolidation.

2. Matters concerning application of the equity method
(1) Non-consolidated subsidiaries accounted for by the equity method

Not applicable.

(2) Names of non-consolidated subsidiaries to which the equity method is not applied
KC Kogyo Co., Ltd.

(Reasons for not applying the equity method)

The company has been excluded from the scope of application of the equity method because the effect on the consolidated
financial statements would be minimal even if the company is excluded from the scope of application of the equity method in
terms of net income or loss, retained earnings, etc., and the company is not material as a whole.

3. Matters concerning changes in the scope of consolidation and the scope of application of the equity method
(1) Scope of consolidation
Thai Tokai Carbon Product Rojana Co., Ltd. is included in the scope of consolidation from the current fiscal year as the Company

has acquired all its shares.
TOKAI ERFTCARBON GmbH, which was a consolidated subsidiary, has been excluded from the scope of consolidation due to

the transfer of all equity interests.

(2) Scope of application of the equity method
Not applicable.

4. Matters concerning fiscal years of consolidated subsidiaries
The closing date for consolidated subsidiaries is the same as the consolidated closing date.

5. Matters concerning accounting policies
(1)  Valuation standards and methods for significant assets
1) Marketable securities
Other securities

a. Securities other than shares without market value

Market value method (all valuation gains or losses are treated as a component of net assets, with the cost of securities
sold calculated according to the moving-average method).

b. Shares without market value
Based on the moving average cost method
2) Inventories

The Company and its domestic consolidated subsidiaries adopt cost method based on monthly average method (values in the
consolidated balance sheet are subject to the book value reduction method based on a decline in profitability) and overseas
consolidated subsidiaries principally use lowest cost accounting based on first in, first out method.

3) Derivatives
Based on market value method.

(2)  Depreciation/amortization method for significant depreciable/amortizable assets
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1)

2)

3)

©)
1)

2)

3)

4)

5)

6)

4)

1)

2)

3)

4)

Tangible fixed assets (excluding leased assets)

The Company and its domestic consolidated subsidiaries mainly use the declining-balance method. However, the accounting
of buildings (excluding auxiliary facilities) acquired on or after April 1, 1998 and auxiliary facilities and structures acquired
on or after April 1, 2016 is based on the straight-line method. Overseas consolidated subsidiaries mainly use the straight-line
method.

The useful life of each of these structures is as follows:

Buildings and structures 2 to 60 years
Machinery, equipment and vehicles 2 to 50 years

Intangible fixed assets (excluding leased assets)

Based on straight-line method.

Client-related assets are amortized based on the straight-line method over the projected profit-making period (12 to 21 years)
on the basis of which compensation is calculated.

Leased assets

Depreciation is calculated by using the straight-line method which considers the residual value to be zero and treats the lease
term as the useful life of the asset.

Standards for recognition of significant allowances

Allowance for doubtful accounts

To provide for losses due to uncollectible general accounts receivables, such allowance is calculated based on reasonable
standards such as historical collection losses. For specific accounts receivables such as doubtful accounts receivables, a case-
by-case review is conducted and an estimation of the uncollectible amount is recorded.

Provision for bonuses

To provide for employee bonuses, the estimated amount to be paid out in the current consolidated fiscal year is recorded under
liabilities for that year.

Provision for retirement benefits for directors

To provide for retirement benefits of directors, the Company’s domestic subsidiaries record the required amount at the end of
the consolidated fiscal year based on the internal rules for payment of directors’ retirement benefits.

Provision for executive officers’ retirement benefits

To provide for executive officers’ retirement benefits, the required amount is recorded at the end of the consolidated fiscal year
based on internal rules.

Provision for environment and safety measures

As a provision for expenses such as PCB waste disposal expenses based on the Act on Special Measures concerning Promotion
of Proper Treatment of PCB Wastes, an amount that can be reasonably estimated to be incurred by the end of the consolidated
fiscal year is recorded.

Provision for business restructuring

In order to prepare for losses arising from business restructuring, the amount that can be reasonably estimated at the end of
current fiscal year is recorded.

Accounting method for retirement benefits

Method of attributing projected retirement benefits to periods of service

In calculating retirement benefit obligations, the benefit formula basis is applied to attribute projected retirement benefits to
periods of service until the end of the current fiscal year.

Accounting method for actuarial gains and losses and prior service costs

Prior service costs are treated as a one-time charge in the fiscal year of their accrual.

Actuarial gains and losses are amortized on a straight-line basis over a certain period of years (10 years), which is within the
average remaining service period of employees at the time of accrual, commencing from the succeeding fiscal year. For certain
consolidated subsidiaries, expenses are processed when incurred.

Accounting treatment for unrecognized actuarial gains and losses

Unrecognized actuarial gains and losses are recorded as remeasurements of defined benefit plans under accumulated other
comprehensive income in the net assets section after adjusting for tax effects.

Adoption of simplified accounting method by small-scale companies, etc.

In calculating retirement benefit liability and retirement benefit expenses, some consolidated subsidiaries adopt the simplified
method of using the amount required for voluntary retirements at the end of the fiscal year relating to retirement benefits as
the retirement benefit obligation.
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2)

3)

4)

®)

©)

Standards for significant revenues and expenses

The Group manufactures and sells products in Carbon Black, Fine Carbon, Smelting and Lining, Graphite Electrodes, Industrial
Furnaces and Related Products, and Other Operations.

With respect to sales of products other than industrial furnaces, revenue is recognized at the amount expected to be received as
consideration at the time of delivery of products, in principle, because it is determined that customers gain control over the
products and performance obligations are fulfilled at the time of delivery of the products. In domestic sales, revenue is
recognized at the time of shipment if the period from the time of shipment to the time when control of the product is transferred
to the customer is a normal period. In export sales, revenue is recognized upon transfer of risk to customers based on trade terms
stipulated in Incoterms and other agreements.

With respect to industrial furnaces, as the period from the date of commencement of the contract to when performance
obligations are expected to be fully satisfied is very short, revenue is recognized at the time of acceptance by customers when
performance obligations are fully satisfied.

The consideration for the transaction is received within approximately four months from the time when the performance
obligation is satisfied and does not include any significant financial elements.

Standard for translation of significant foreign currency-denominated assets or liabilities into Japanese yen

Monetary assets and liabilities denominated in foreign currencies are translated into Japanese yen at the spot exchange rate on
the consolidated closing date, and translation adjustments are treated as profits or losses. Furthermore, assets and liabilities of
overseas consolidated subsidiaries, etc., are translated into Japanese yen at the spot exchange rate on the consolidated closing
date; revenue and expenses are translated into Japanese yen at the average exchange rate for the fiscal year. Translation
adjustments are included under foreign currency translation adjustments account and non-controlling interests in the net assets
section of the consolidated balance sheet.

Significant hedge accounting method
Hedge accounting method
Deferred hedge accounting is adopted.

Foreign exchange forward contracts that meet the requirements for allocation treatment are accounted for by the allocation
treatment.

Hedging instruments and hedged items
The hedging instruments and hedged items are as follows.
Hedging instruments: Foreign exchange forward contracts

Hedged items: Foreign currency receivables and payables and forecasted foreign currency transactions
arising from product exports

Hedging policy

In accordance with the internal regulations that prescribe the authority and transaction limit for derivative transactions, foreign
exchange risks pertaining to hedged items are hedged within a certain range.

Method for assessing hedge effectiveness

The method for assessing the effectiveness of hedges is to check whether there is a high correlation between the hedged item’s
market fluctuation or cash flow fluctuation and the hedging instrument’s market fluctuation or cash flow fluctuation.

Method and period for amortization of goodwill

Goodwill is amortized using the straight-line method over a period of 10 to 17 years. However, goodwill of immaterial value
is amortized on a lump-sum basis.

Scope of cash and cash equivalents in consolidated statements of cash flows

Cash and cash equivalents in consolidated statements of cash flows comprise cash on hand, deposits that can be withdrawn at
any time, and short-term investments with an original maturity of three months or less that can be readily converted into cash
and that are subject to only an insignificant risk of change in value.
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(Significant accounting estimates)

1.

Assessment of fixed assets (excluding goodwill and customer-related assets)

(1) Amounts included in current fiscal year’s consolidated financial statements

(Million yen)
Previous fiscal year Current fiscal year

Tangible fixed assets 266,070 290,429
Intangible fixed assets (excluding goodwill and 12,331 13,039
customer-related assets)
Smelting and Lining

Tangible fixed assets 44,028 49,475

Intangible fixed assets 3,569 4,231
Impairment losses (excluding goodwill and 12,552 348
customer-related assets)

(Note) The provisional accounting treatment for business combinations has been finalized in the current fiscal year, and the
figures for the previous fiscal year reflect the significant revision of acquisition cost allocation due to the finalization of
the provisional accounting treatment.

(2) Information on significant accounting estimates related to the identified items

)

2)

3)

Method of calculating the amount included in current fiscal year’s consolidated financial statements

The Group inuses management accounting classifications as grouping units when considering the impairment losses in fixed
assets.

If any indication of impairment exists with respect to the fixed assets of the Company or any of its domestic consolidated
subsidiaries, the Company will examine whether undiscounted future cash flows are below book value and determine whether
impairment losses recognition is necessary. If, as a result of the determination, undiscounted future cash flows are less than
book value and it is determined that recognition of impairment losses is necessary, book value is reduced to the recoverable
amount and the decrease is recorded as impairment losses. The recoverable amount is calculated as the higher of the value in
use or the net selling price. In calculating the value in use, certain assumptions are made for future cash flows, discount rate,
etc.

As a result, with regard to the fixed assets in Tokai Material Co., Ltd. and Mitomo Brake Co., Ltd. belonging to Other
Operations, ¥348 million of impairment losses was recorded because the recoverable amount of the asset group fell below its
book value.

Fixed assets of major foreign subsidiaries are based on International Financial Reporting Standards (IFRS) or U.S. Generally
Accepted Accounting Principles (US GAAP) in accordance with ASBJ PITF No.18 “Practical Solution on Unification of
Accounting Policies Applied to Foreign Subsidiaries for Consolidated Financial Statements.”

In the current fiscal year, the Company confirmed the status of achievement of the business plan for Smelting and Lining and
evaluated the feasibility of future business plans. As a result, it has been determined that there is no indication of impairment
for fixed assets belonging to Smelting and Lining.

Major assumptions used in the calculation

The estimation of future cash flows is based on the business plan, etc. approved by management. The major assumptions used
are the growth rate in net sales and the estimated amounts for cost of sales and selling, general and administrative expenses.
Impact on consolidated financial statements for the following fiscal year

Any change in the conditions or assumptions used in the estimates may have a significant impact on fixed asset amounts.
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2. Assessment of goodwill and customer-related assets

(1) Amounts included in current fiscal year’s consolidated financial statements

(Million yen)
Previous fiscal year Current fiscal year
Goodwill 30,416 26,684
Customer-relate assets 24,666 21,795
Of which, KBR, Inc. and MWI, Inc.

Goodwill 14,271 13,552
Customer-related assets 8,040 7,295
Impairment loss 55,582 -

(Note) The provisional accounting treatment for business combinations has been finalized in the current fiscal year, and the

figures for the previous fiscal year reflect the significant revision of acquisition cost allocation due to the finalization of
the provisional accounting treatment.

(2) Information on significant accounting estimates related to the identified items

1)

2)

3)

Method of calculating the amount included in current fiscal year’s consolidated financial statements

Goodwill is amortized on a straight-line basis over the period during which the effect of impairment losses is expected to be
realized. However, in the event that business performance does not progress as planned at the time of the acquisition of control
and the profit or loss from operating activities continues to be negative, or if the business environment significantly deteriorates,
the Company may recognize that there is an indication of impairment in the asset group including goodwill, and it would be
necessary to determine whether impairment losses should be recorded. If the recognition of impairment losses is deemed
necessary, the book value is reduced to the recoverable amount and the reduced amount of the book value is reported as
impairment losses.

As a result of assessing whether there was any indication of impairment, the Company determined that there were no
indications of impairment in current fiscal year.

The business combination with KBR, Inc. and MWI, Inc. conducted on December 18, 2024 was provisionally accounted for
in the previous fiscal year but has been finalized in the current fiscal year. The market value of customer-related assets
identified in the business combination was measured using an income-approach based on the excess revenue method with the
assistance of outside experts. Goodwill is the difference between the acquisition cost and the amount allocated to identifiable
assets and liabilities as of the date of the business combination, including intangible fixed assets, etc.

Major assumptions used in the calculation

Factors such as operating results, achievement of business plans and future business plans are used to determine indications
of impairment. This business plan includes assumptions about the expected amounts of net sales of the business, operating
profit and loss, etc.

In addition, the calculation of the market value of identifiable customer-related assets is affected by major assumptions
involving management judgment. The major assumptions are the growth rate in net sales, rate of decline in existing customers,
and discount rate in the business plan that forms the basis for estimating future cash flows.

Impact on consolidated financial statements for the following fiscal year

These assumptions are determined by management’s best estimates. However, they may be affected by changes in uncertain
economic conditions in the future, etc. If it becomes necessary to review these assumptions, they may have a significant impact
on goodwill and customer-related assets amounts in the consolidated financial statements for the following fiscal year.

3. Deferred tax assets recoverability

(1) Amounts included in current fiscal year’s consolidated financial statements

(Million yen)

Previous fiscal year | Current fiscal year

Deferred tax assets 1,048 1,645

Deferred tax liabilities 32,749 35,935

(Note) The provisional accounting treatment for business combinations has been finalized in the current fiscal year, and the

figures for the previous fiscal year reflect the significant revision of acquisition cost allocation due to the finalization of
the provisional accounting treatment.

(2) Information on significant accounting estimates related to the identified items
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2)

3)

Method of calculating the amount included in current fiscal year’s consolidated financial statements

Recoverability is determined based on a reasonable estimate of future taxable income and tax planning based on the business
plan and the estimated recoverable amount is recorded for deferred tax assets. In principle, deferred tax liabilities account for
all future taxable temporary differences.

Major assumptions used in the calculation

Future taxable income is based on business plans approved by management, which include assumptions about the expected
amounts of net sales, operating profit and loss, etc. of each business.

Impact on consolidated financial statements for the following fiscal year

Factors that may affect estimates of future taxable income and changes in tax rates due to tax system revisions may have a
significant impact on deferred tax assets amounts.
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(Accounting standards not yet applied)
“Accounting Standard for Leases” (ASBJ Statement No. 34, September 13, 2024)
“Implementation Guidance on Accounting Standard for Leases” (ASBJ Guidance No. 33, September 13, 2024), etc.

(1) Overview

As part of efforts to make Japan GAAP internationally consistent, the Accounting Standards Board of Japan conducted a study
based on international accounting standards toward the development of accounting standards for leases that recognize assets and
liabilities for all leases of lessees. As a basic principle, the Board announced lease accounting standards, etc. that are based on the
single accounting treatment model of IFRS 16, but aim to be simple and convenient by adopting only the main provisions of IFRS
16 instead of adopting all the provisions, and that basically do not require amendment even if the provisions of IFRS 16 are used
for non-consolidated financial statements.

As with IFRS 16, for the lessee's accounting treatment, the lessee's lease expense allocation method adopts a single accounting
treatment model that records the depreciation for right-of-use assets and the interest equivalent for the lease liabilities for all leases,
regardless of whether the lease is a finance lease or an operating lease.

(2) Scheduled date of application
Application is scheduled from the beginning of the fiscal year ending December 31, 2028.

(3) Impact of the application of the accounting standards
The impact on consolidated financial statements of the adoption of the Accounting Standard for Leases and other standards is
currently under evaluation.

(Change in presentation method)
(Consolidated balance sheets)
“Long-term loans receivable,” which was included in “Other” of “Investments and other assets” in the previous fiscal year, is
presented separately from the current fiscal year due to an increase in its financial significance. The consolidated financial
statements for the previous fiscal year have been reclassified to reflect this change in presentation.
As a result, in the consolidated balance sheets of the previous fiscal year, ¥1,349 million in “Other” of “Investments and other
assets” has been reclassified as ¥75 million in “Long-term loans receivable” and ¥1,273 million in “Other.”

(Consolidated statements of income)
“Lease interest expenses,” which was included in “Other” of “Non-operating expenses” in the previous fiscal year, is presented
separately from the current fiscal year due to an increase in its financial significance. The consolidated financial statements for
the previous fiscal year have been reclassified to reflect this change in presentation.
As a result, in the consolidated statement of income of the previous fiscal year, ¥1,443 million in “Other” of “Non-operating
expenses” has been reclassified as ¥240 million in “Lease interest expenses” and ¥1,203 million in “Other.”

(Consolidated statements of cash flows)
“Loss (gain) on sale of investment securities,” which was included in “Other” of “Cash flows from operating activities” in the
previous fiscal year, is presented separately from the current fiscal year due to an increase in its financial significance. The
consolidated financial statements for the previous fiscal year have been reclassified to reflect this change in presentation.
As aresult, in the consolidated statement of cash flows of the previous fiscal year, ¥586 million in “Other” of “Cash flows from
operating activities” has been reclassified as ¥(43) million in “Loss (gain) on sale of investment securities” and ¥629 million in
“Other.”
“Purchase of investment securities” and “Proceeds from sale of investment securities,” which were included in “Other” of “Cash
flows from investing activities” in the previous fiscal year, are presented separately from the current fiscal year due to an increase
in their financial significance. The consolidated financial statements for the previous fiscal year have been reclassified to reflect
this change in presentation.
As a result, in the consolidated statement of cash flows of the previous fiscal year, ¥30 million in “Other” of “Cash flows from
investing activities” has been reclassified as ¥(22) million in “Purchase of investment securities,” ¥61 million in “Proceeds from
sale of investment securities” and ¥(9) million in “Other.”
“Repayments of finance lease obligations,” which was included in “Other” of “Cash flows from financing activities” in the
previous fiscal year, is presented separately from the current fiscal year due to an increase in its financial significance. The
consolidated financial statements for the previous fiscal year have been reclassified to reflect this change in presentation.
As a result, in the consolidated statement of cash flows of the previous fiscal year, ¥(1,145) million in “Other” of “Cash flows
from financing activities” has been reclassified as ¥(1,409) million in “Repayments of finance lease obligations” and ¥264 million
in “Other.”
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(Notes regarding consolidated balance sheet)

* 1 Within notes and accounts receivable, the amounts of receivables arising from contracts with customers are as follows.

Previous fiscal year Fiscal year under review
(As of December 31, 2024) (As of December 31, 2025)
Notes receivable ¥611 million ¥316 million
Accounts receivable 66,012 64,793
Electronically recorded monetary claims 2,551 1,671

*2  The cumulative amount of depreciation of tangible fixed assets is as follows.

Previous fiscal year Fiscal year under review
(As of December 31, 2024) (As of December 31, 2025)
¥379,236 million ¥417,151 million

*3 Items associated with non-consolidated subsidiaries and associates are as follows.

Previous fiscal year Fiscal year under review
(As of December 31, 2024) (As of December 31, 2025)
¥0 million ¥0 million

Investment securities (Shares)

* 4 Overdraft agreements and loan commitment line agreements
The Company and two of the consolidated subsidiaries have overdraft facility agreements and loan commitment contracts with
13 financial institutions to facilitate the efficient procurement of working capital. At the end of the consolidated fiscal year, the
balance of unexecuted loans under these agreements was as follows.

Previous fiscal year Fiscal year under review
(As of December 31, 2024) (As of December 31, 2025)
Total value of overdraft limits and loan commitment ¥78.791 million ¥97.667 million
contracts
Executed loans 6,216 7,814
Unused balance 72,574 89,853
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(Notes regarding consolidated statement of income)

*1 Revenue arising from contracts with customers
Revenue arising from contracts with customers and other revenue are not presented separately for net sales. The amount of revenue
arising from contracts with customers is stated in “Notes regarding revenue recognition 1. Breakdown of revenue from contracts
with customers” in the consolidated financial statements.

*2  Inventories at the end of the fiscal year are shown after reductions in book values to reflect declines in profitability, and the following
inventory valuation losses (() is the reversal amount) are included in the cost of sales.

Previous fiscal year Current fiscal year
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
¥(1,492) million ¥433 million

* 3 Major items included in selling, general and administrative expenses and their amounts were as follows.

Previous fiscal year Current fiscal year
(January 1 (January 1

to December 31, 2024) to December 31, 2025)
Warehousing and shipping expenses ¥13,263 million ¥12,650 million
Salaries and allowances 11,162 11,685
Additions to provision for bonuses 849 1,202
Retirement benefit expenses 48 202
Depreciation 9,722 4,564
Amortization of goodwill 8,705 4,892

*4  Total amount of research and development expenses included in general and administrative expenses and production costs

Previous fiscal year Current fiscal year
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
¥4,334 million ¥4,428 million

*5 Reversal of provision for business restructuring
Previous fiscal year (January 1 to December 31, 2024)
Not applicable.

Current fiscal year (January 1 to December 31, 2025)

Due to a partial reversal of provision for business restructuring recorded in the previous fiscal year consisting of a reversal related
to the Company's Graphite Electrodes of ¥445 million and a reversal related to consolidated subsidiaries of ¥493 million.

* 6 Gains on sales of fixed assets were as follows.

Previous fiscal year Current fiscal year
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
Machinery, equipment and vehicles ¥29 million ¥14 million
Other tangible fixed assets 31 0
Other intangible fixed assets 0 -
Total 61 14

(Change in presentation method)
“Buildings and structures” and “Land,” which were presented separately in the previous fiscal year, are included in “Other
tangible fixed assets” from the current fiscal year due to a decrease in their financial significance. The notes to the previous fiscal
year has been reclassified to reflect this change in presentation.
As aresult, ¥5 million in “Buildings and structures,” ¥9 million in “Land” and ¥17 million in “Other tangible fixed assets,” which
were presented in the previous fiscal year, have been reclassified as ¥31 million in “Other tangible fixed assets.”

*7 Impairment loss

The Group recorded impairment losses with respect to the asset groups below.
Previous fiscal year (January 1 to December 31, 2024)
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(1) Assets that have suffered impairment

Lining

etc.

Impairment
Use Type Location loss
(Million yen)
Graphite electrode Bulldmgs'and structures, Tokai Carbon Co., Ltd.
- - machinery, equipment and vehicles, . . o 2,547
manufacturing facility B (Omihachiman-shi, Shiga)
construction in progress, etc.

Graphite electrode Machinery, equipment and Vellllwles, TOKAI ERFTCARBON GmbH 434
manufacturing facility construction in progress, other (Grevenbroich, Germany) 347
tangible fixed assets, etc. i
Assets in Smelting and Goodwill, customer-related assets, ) 61.239

(2) Background to recognition of impairment loss

As for the Company's graphite electrode manufacturing facility, the Company decided to end production in the Shiga Plant

and the recoverable amount fell below that of the book value. Therefore, the Company has recognized impairment losses.
Impairment loss was also recognized in the graphite electrode manufacturing facility of TOKAI ERFTCARBON GmbH
because its profitability has declined, and the recoverable amount of the asset group fell below that of the book value. As for

assets in Smelting and Lining, the recoverable amount of the asset group, including goodwill, fell below that of the book

value due to a decline in profitability, and goodwill, customer-related assets, etc. recorded at the time of purchase were

recognized as impairment losses.

(3) Breakdown of the amount and types of impairment loss

Buildings and structures
Machinery, equipment and vehicles
Land

Construction in progress

Other tangible fixed assets
Goodwill

Customer-related assets

Other intangible fixed assets

(4) Method of assets grouping

¥1,545 million
4,490
683
1,229
922
25,909
29,672
3,682

In principle, the classification for management accounting is used as the unit of grouping. However, the Company's graphite

electrode manufacturing facility are grouped separately.

(5) Method of calculating recoverable amount

The graphite electrode manufacturing facility of the Company is measured by the value in use and is valued by the

memorandum value because no future cash flow is expected. The graphite electrode manufacturing facility of TOKAI

ERFTCARBON GmbH is valued at fair value less cost of disposal as calculated by outside experts. Assets in Smelting and

Lining are valued at the value in use, which is calculated by discounting future cash flows by 12.1%.

Current fiscal year (January 1 to December 31, 2025)

(1) Assets that have suffered impairment

Use

Type

Location

Impairment
loss
(Million yen)

Friction materials

Buildings and structures,

Tokai Material Co., Ltd.

manufacturing facility

other tangible fixed assets, other
intangible fixed assets

(Ogawa-machi, Hiki-gun, Saitama)

. o machinery, equipment and vehicles, o ; 324
manufacturing facility other tangible fixed assets (Yachiyo-shi, Chiba)
Buildings and structures,
Friction materials machinery, equipment and vehicles, Mitomo Brake Co., Ltd. 23

(2) Background to recognition of impairment loss

As for the friction materials manufacturing facilities in Tokai Material Co., Ltd. and Mitomo Brake Co., Ltd., impairment
losses have been recognized because the recoverable amount of the asset group has fallen below that of book value due to a

decline in profitability.
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(3) Breakdown of the amount and types of impairment loss

Buildings and structures ¥12 million
Machinery, equipment and vehicles 318
Other tangible fixed assets 17
Other intangible fixed assets 0

(4) Method of assets grouping
In principle, the classification for management accounting is used as the unit of grouping.

(5) Method of calculating recoverable amount

The friction materials manufacturing facilities of Tokai Material Co., Ltd. and Mitomo Brake Co., Ltd. are measured by the
value in use, which is calculated by discounting future cash flows by 5.94%.

* 8 Losses on retirement of fixed assets were as follows.

Previous fiscal year Current fiscal year
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
Buildings and structures ¥1 million ¥1 million
Machinery, equipment and vehicles 528 104
Other tangible fixed assets 5 0
Other intangible fixed assets 2 0
Demolition expenses 188 92
Total 725 197
*9 Losses on sale of fixed assets were as follows.
Previous fiscal year Current fiscal year
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
Machinery, equipment and vehicles ¥- million ¥1 million
Other tangible fixed assets 1 0
Total 1 1

*7 Business restructuring expenses
Previous fiscal year (January 1 to December 31, 2024)
Expenses associated with business restructuring of the Company's Graphite Electrodes of ¥4,743 million and expenses associated
with business restructuring of consolidated subsidiaries of ¥3,176 million.

Current fiscal year (January 1 to December 31, 2025)
Not applicable.
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(Notes regarding consolidated statements of comprehensive income)

*1 Reclassification adjustments, income tax and tax effects related to other comprehensive income

Previous fiscal year
(January 1
to December 31, 2024)

Current fiscal year
(January 1
to December 31, 2025)

Valuation difference on other securities:

Gain (loss) arising during the period

¥3,751 million

¥10,673 million

Reclassification adjustments (43) (4,199)
Before income tax and tax effects 3,708 6,473
Income tax and tax effects (1,112) (2,259)
Valuation difference on other securities 2,596 4214

Deferred gains or losses on hedges:

Gain (loss) arising during the period 17 125

Reclassification adjustments (268) (68)
Before income tax and tax effects (250) 56
Income tax and tax effects 50 )
Deferred gains or losses on hedges (200) 47

Foreign currency translation adjustments:

Gain (loss) arising during the period 27,783 15,303

Reclassification adjustments - (3,542)
Foreign currency translation adjustments 27,783 11,760

Remeasurements of defined benefit plans:

Gain (loss) arising during the period 614 2,894

Reclassification adjustments (433) (799)
Before income tax and tax effects 181 2,094
Income tax and tax effects 10 (813)
Remeasurements of defined benefit plans 191 1,280

Share of other comprehensive income of
associates accounted for using equity method:

Gain (loss) arising during the period 136 -
Share of other comprehensive income of
associates accounted for using equity 136 -
method

Total other comprehensive income 30,507 17,303
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(Notes regarding consolidated statements of changes in equity)
Previous fiscal year (January 1 to December 31, 2024)

1. Class and number of shares issued and treasury stock

Number of shares at Increase during fiscal | Decrease during fiscal | Number of shares at end
beginning of fiscal year year year of fiscal year
(Thousand shares) (Thousand shares) (Thousand shares) (Thousand shares)
Shares issued
Common shares 224,943 - - 224,943
Total 224,943 - - 224,943
Treasury stock
Common shares
(Notes) 1,2 11,727 1 258 11,470
Total 11,727 1 258 11,470

(Notes) 1. The increase of 1,000 common shares of treasury stock is due to the repurchase of odd-lot shares.
2. The decrease of 258,000 common shares of treasury stock is due to the conversion of Oriental Sangyo Co., Ltd. into a
wholly-owned subsidiary through a simplified stock exchange of 228,000 shares and the disposition of treasury stock as
remuneration in the form of shares with a transfer restriction and the sale of 30,000 odd-lot shares on April 19, 2024.

2. Matters concerning dividends

(1) Amount of dividends paid

Resolution Class of shares Tota}l .le1dend Dividend per share Record date Effective date
(Million yen) (Yen)
Annual General
Meeting of Common shares 3,837 18.0 | December 31,2023 | March 29, 2024
Shareholders on
March 28, 2024
Board of
Directors’ meeting Common shares 3,198 15.0 June 30, 2024 September 2, 2024
on August 8, 2024

(2) Dividend payments for which the record date is in the current fiscal year and the effective date is in the following fiscal year

. Total dividend | Source of Dividend per .
Resolution Class of shares (Million yen) dividends share (Yen) Record date Effective date
Annual General
Meeting of Common 3202 | Retained 15.0 | December 31,2024 | March 28, 2025
Shareholders on shares earnings
March 27, 2025
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Current fiscal year (January 1 to December 31, 2025)

1. Class and number of shares issued and treasury stock

Number of shares at Increase during fiscal | Decrease during fiscal | Number of shares at end
beginning of fiscal year year year of fiscal year
(Thousand shares) (Thousand shares) (Thousand shares) (Thousand shares)
Shares issued
Common shares 224,943 - - 224,943
Total 224,943 - - 224,943
Treasury stock
Common shares
(Notes) 1, 2 11,470 1 34 11,436
Total 11,470 1 34 11,436
(Notes) 1. The increase of 1,000 common shares of treasury stock is due to the repurchase of odd-lot shares.

2. The decrease of 34,000 common shares of treasury stock is due to the disposition of treasury stock as remuneration in the

form of shares with a transfer restriction and the sale of odd-lot shares on April 18, 2025.

2. Matters concerning dividends

(1) Amount of dividends paid

Resolution Class of shares TOtE.ll thldend Dividend per share Record date Effective date
(Million yen) (Yen)
Annual General
Meeting of Common shares 3,202 15.0 | December 31,2024 | March 28, 2025
Shareholders on
March 27,2025
Board of
Directors’ meeting Common shares 3,202 15.0 June 30, 2025 September 1, 2025
on August 7, 2025

(2) Dividend payments for which the record date is in the current fiscal year and the effective date is in the following fiscal year

The following will be proposed as an agenda of the Annual General Meeting of Shareholders to be held on March 27, 2026.

. Total dividend | Source of Dividend per .
Resolution Class of shares (Million yen) dividends share (Yen) Record date Effective date
Annual General
Meeting of Common 3,002 | Retained 15.0 | December 31,2025 | March 30, 2026
Shareholders on shares earnings
March 27, 2026
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(Notes regarding consolidated statements of cash flows)

* 1 Reconciliation of balance of cash and cash equivalents at the end of the period and those on consolidated balance sheet

Previous fiscal year Current fiscal year
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
Cash and deposits ¥92,207 million ¥90,156 million
Time deposits with original
maturities of more than three months (27,071) (25.,828)
Cash and cash equivalents 65,135 64,327

*2 Principal assets and liabilities of companies newly consolidated as a result of the acquisition of shares

Previous fiscal year (January 1 to December 31, 2024)
The main breakdown of assets and liabilities at the time of consolidation, and the relationship between acquisition price of stock
of the relevant company and expenditure (net) due to acquisition as a result of newly consolidating KBR, Inc. and MWI, Inc.
through the acquisition of stock, are as follows.

Current assets ¥6,815 million
Fixed assets 12,668
Goodwill 14,271
Current liabilities (1,206)
Long-term liabilities (3,720)
Foreign currency translation adjustments 68
Equity method of valuation before acquisition of control (2,695)
Gain on step acquisitions (6,799)
Acquisition price of stock 19,400
Accounts payable in acquisition price of stock (1,067)
Cash and cash equivalents (2,915)
Difference: payments for acquisition 15,418

The amounts reflect the significant revision of the initial allocation of acquisition cost due to the finalization of the provisional
accounting treatment for the business combinations.

Current fiscal year (January 1 to December 31, 2025)

The main breakdown of assets and liabilities at the time of consolidation, and the relationship between acquisition price of stock
of the relevant company and expenditure (net) due to acquisition as a result of newly consolidating Thai Tokai Carbon Product
Rojana Co., Ltd. through the acquisition of stock, are as follows.

Current assets ¥5,923 million
Fixed assets 6,220
Goodwill 568
Current liabilities (1,157)
Long-term liabilities (1,646)
Foreign currency translation adjustments 33
Acquisition price of stock 9,942
Cash and cash equivalents (2,468)
Difference: payments for acquisition 7,474
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* 3 Principal assets and liabilities of companies that are no longer consolidated subsidiaries as a result of the transfer of equity

Current fiscal year (January 1 to December 31, 2025)
The main breakdown of assets and liabilities at the time of transfer, and the relationship between sales price of the investments in
the relevant company and expenditure (net) due to the sale as a result of TOKAI ERFTCARBON GmbH no longer being a
consolidated subsidiary due to the transfer of equity, are as follows.

Current assets ¥10,202 million
Fixed assets 3,462
Current liabilities (4,305)
Long-term liabilities (2,819)
Foreign currency translation adjustments (3,988)
Loss on sale of equity invested in associates (excluding associated costs) (2,552)
Sales value of equity invested 0
Lending to the company sold (2,910)
Cash and cash equivalents (1,360)
Difference: payments for the sale of equity invested in subsidiary (4,270)
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(Notes regarding lease transactions)

(As lessee)
1. Finance lease transactions
Finance lease transactions without title transfer
(1)  Leased assets
1) Tangible fixed assets
These are primarily buildings and vehicles and transport equipment. Right-of-use assets held by some of the foreign
consolidated subsidiaries under IFRS 16 are included in “Leased assets, net” on the consolidated balance sheet.
2) Intangible fixed assets
Consists of software
(2)  Depreciation and amortization methods for leased assets
As described in “5. Matters concerning accounting policies, (2) Depreciation/amortization method for significant
depreciable/amortizable assets” under “Significant basis for preparation of consolidated financial statements”.

(Details on impairment losses)
There are no impairment losses on leased assets.

2. Operating lease transactions

Future minimum lease payments under non-cancellable operating lease transactions

(Million yen)
Previous fiscal year Current fiscal year
(December 31, 2024) (December 31, 2025)
Due within 1 year 36 28
Due after more than 1 year 70 59
Total 107 87
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(Notes regarding financial instruments)

1.

Matters concerning status of financial instruments

(1

@)

©)

“4)

Policy for financial instruments

To raise necessary funds for the business, the Group conducts direct financing through issuance of bonds payable and commercial
papers, in addition to indirect financing through bank borrowings. In order to make efficient use of funds and control financial
costs, the Group has introduced a Cash Management System (CMS) to centrally manage borrowing and lending among Group
companies. It carries out derivative transactions to hedge against risks as described below and does not engage in such transactions
for speculative purposes.

Description of financial instruments and associated risks

Notes and accounts receivable, which are operating receivables, are exposed to credit risk arising from customer defaults.
Operating receivables denominated in foreign currencies generated from global business operations are exposed to foreign
exchange fluctuation risk.

Investment securities, primarily shares held for the purpose of strengthening the business base and management base, including
business with partner companies and capital tie-ups, are exposed to the risk of market price fluctuations.

Notes and accounts payable and electronically recorded obligations, which are operating payables, are due for payment within
one year. Operating payables denominated in foreign currencies arising from the Group's global operations are exposed to the
risk of exchange rate fluctuations.

Short-term loans payable and commercial papers consist mainly of items aimed at raising short-term working capital, while loans
payable and bonds payable consist mainly of items aimed at raising funds needed for capital investment.

Derivative transactions consist of foreign exchange forward contract transactions aimed at hedging against exchange rate
fluctuation risks for foreign currency-denominated operating receivables and payables. With regard to hedge accounting, the
Company’s hedging instruments, hedged items, hedging policy, and method for assessing the effectiveness of hedges are as
described in “5. Matters concerning accounting policies, (7) Significant hedge accounting method” under “Significant basis for
preparation of consolidated financial statements.”

Risk management system for financial instruments

1) Management of credit risk (risk pertaining to contractual default on the part of business partners)
With respect to operating receivables, the Group regularly monitors the status of major business partners, sets internal ratings
and credit limits, controls credit information, establishes guarantees and collateral, manages due dates and outstanding balances
for each business partner in order to avoid risks of excessive credit concentration to specific business partners, and quickly
identify and mitigate any concerns about collection due to deterioration in financial conditions in accordance with the credit
management rules.
Execution and management of derivative transactions is conducted in accordance with the internal rules that stipulate the trading
authority and to minimize credit risks associated with counterparty default, the Group only engages in derivative transactions
with financial institutions that have high credit ratings.

2) Management of market risk
The Group hedges its net position in foreign currency-denominated operating receivables and payables through use of foreign
exchange forward contracts as needed.
With investment securities, the Group periodically monitors their market value and the financial position of the issuing entity
(trading partner) and continually reviews the status of its investment holdings, factoring in its relationship with the business
partners.
With regard to the risk of fluctuations in the exchange rate, market interest rate and investment securities, the maximum amount
of loss according to the statistical method is periodically measured and monitored using VaR (Value at Risk).

3) Management of liquidity risk related with financing activities
Although operating payables and borrowing, etc. are exposed to liquidity risks, the Group manages such risks by maintaining a
certain amount of cash and deposits, diversifying fund procurement methods, acquiring overdraft agreements and loan
commitment line contracts from multiple financial institutions, and adjusting the balance between short- and long-term funding
in consideration of the market environment, in addition to managing funds for the entire company in a timely manner through
the Cash Management System (CMS).

Supplementary explanation on matters concerning market value of financial instruments, etc.

Because certain variables are factored into the calculation of the market value of financial instruments, the values obtained may
vary when different assumptions, etc. are employed.
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2. Matters concerning market value of financial instruments, etc.

Amount recorded on the consolidated balance sheet, market value, and differences between these are as outlined below. Notes are
omitted for “cash and deposits,” “notes and accounts receivable,

99 ¢

notes and accounts payable,” “electronically recorded obligations,”
“short-term loans payable” and “commercial papers” because they are cash, and their market values are close to the book values since
they are settled in a short period. Notes are also omitted for matters of little significance.

99 ¢

Previous fiscal year (December 31, 2024)

Ampunt recorded on Market value Difference
consolidated balance sheet (Million yen) (Million yen)
(Million yen) Y y
Investment securities (*1) 33,091 33,091 -
Total assets 33,091 33,091 -
Bonds payable 65,000 63,386 (1,613)
Loans payable (*2) 60,524 59,682 (841)
Total liabilities 125,524 123,069 (2,455)
Derivative transactions (*3)
1) Transac'.tlons not subject to hedge (125) (125) -
accounting
2) Transacpons subject to hedge 62 62 )
accounting
Total derivative transactions (63) (63) -

(*1) Stocks that do not have market prices are not included in “Investment securities.” The amount recorded on the consolidated
balance sheet for such financial instrument is as follows.

Previous fiscal year
(Million yen)

Unlisted stocks, etc. 216

Category

(*2) “Loans payable” includes current portion of loans payable.
(*3) Net receivables and payables arising from derivative transactions are shown, and items that result in net payables in total are
shown in parentheses.
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Current fiscal year (December 31, 2025)

Amount recorded on

consolidated balance sheet Ma.rk.et M Difference
(Million yen) (Million yen) (Million yen)
Investment securities (*1) 40,007 40,007 -
Total assets 40,007 40,007 -
Bonds payable (*2) 75,000 71,768 (3,231
Loans payable (*3) 68,297 66,586 (1,711)
Total liabilities 143,297 138,354 (4,943)

Derivative transactions (*4)

1) Transactions not subject to hedge

: 68 68 -
accounting

2) Transactions subject to hedge 17 17 )
accounting

Total derivative transactions 185 185 -

(*1) Stocks that do not have market prices are not included in “Investment securities.” The amount recorded on the consolidated
balance sheet for such financial instrument is as follows.

Category

Current fiscal year

(Million yen)

Unlisted stocks, etc.

249

(*2) “Bonds payable” includes current portion of bonds payable.
(*3) “Loans payable” includes current portion of loans payable.

(*4) Net receivables and payables arising from derivative transactions are shown, and items that result in net payables in total are

shown in parentheses.

(Note 1) Redemption schedule after the consolidated closing date for monetary claims

Previous fiscal year (December 31, 2024)

Due within 1

Due after 1 to 5

Due after 5 to

Due after more

year years 10 years than 10 years

(Million yen) | (Million yen) | (Million yen) | (Million yen)

Cash and deposits 92,207 - - -
Notes and accounts receivable 69,175 - - -
Long-term loans receivable 1 3 - 71
Total 161,383 3 - 71

Current fiscal year (December 31, 2025)

Due within 1

Due after 1 to 5

Due after 5 to

Due after more

year years 10 years than 10 years

(Million yen) | (Million yen) | (Million yen) | (Million yen)

Cash and deposits 90,156 - - -
Notes and accounts receivable 66,781 - - -
Long-term loans receivable 93 2,214 1,566 96
Total 157,030 2,214 1,566 96
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(Note 2) Repayment schedule after the consolidated closing date for bonds payable, long-term loans payable, lease obligations, and

other interest-bearing debt

Previous fiscal year (December 31, 2024)
o Due after

Due within 1 |Due after 1 to | Due after 2 to | Due after 3 to|Due after 4 to

more than 5
year 2 years 3 years 4 years 5 years years

(Million yen) | (Million yen) | (Million yen) | (Million yen) | (Million yen) (Miilion yen)
Short-term loans payable 6,216 - - - - -
Commercial papers 59,500 - - - - -
Bonds payable - 10,000 - - 10,000 45,000
Long-term loans payable 8,223 3,223 8,423 1,167 6,267 33,219
Lease obligations 1,335 1,233 1,099 949 840 3,748
Total 75,275 14,456 9,523 2,116 17,108 81,967

Current fiscal year (December 31, 2025)
Due after

Due within 1 |Due after 1 to |Due after 2 to|Due after 3 to|Due after 4 to
more than 5
year 2 years 3 years 4 years 5 years years
(Million yen) | (Million yen) | (Million yen) | (Million yen) | (Million yen) (Miilion yen)

Short-term loans payable 7,814 - -
Commercial papers 47,000 - - - - -
Bonds payable 10,000 - - 10,000 10,000 45,000
Long-term loans payable 3,282 8,437 5,115 6,322 12,140 33,000
Lease obligations 2,055 1,909 1,319 1,197 821 3,980

Total 70,151 10,347 6,435 17,520 22,961 81,980

3. Matters concerning the breakdown of the fair value of financial instruments by their level
The fair value of financial instruments is classified into the following three levels according to the observability and materiality of the

inputs to fair value measurement.
Level 1 fair value: Among the observable inputs to fair value measurement, fair value measured based on the quoted prices of

assets or liabilities subject to the measurement of such fair value in active markets.
Level 2 fair value: Among the observable inputs to fair value measurement, fair value measured using inputs to fair value

measurement other than Level 1 inputs.
Level 3 fair value: Fair value measured using unobservable inputs to fair value measurement.

When multiple inputs that have a significant impact on the fair value measurement are used, the fair value is classified into the lowest
priority level in the fair value measurement among the levels to which these inputs belong.
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(1) Financial instruments recorded on consolidated balance sheets in fair value

Previous fiscal year (December 31, 2024)

Fair value (Million yen)

Level 1 Level 2 Level 3 Total
Investment securities
Other securities
Shares 33,091 - 33,091
Government bonds - - -
Derivative transactions
Currency-related - 98 98
Total assets 33,091 98 33,189
Derivative transactions
Currency-related - 161 161
Total liabilities - 161 161
Current fiscal year (December 31, 2025)
Fair value (Million yen)
Level 1 Level 2 Level 3 Total
Investment securities
Other securities
Shares 39,521 - 39,521
Government bonds 486 - 486
Derivative transactions
Currency-related - 215 215
Total assets 40,007 215 40,223
Derivative transactions
Currency-related - 29 29
Total liabilities - 29 29
(2) Financial instruments other than financial instruments recorded on consolidated balance sheets in fair value
Previous fiscal year (December 31, 2024)
Fair value (Million yen)
Category
Level 1 Level 2 Level 3 Total
Bonds payable - 63,386 63,386
;;’;‘agl;lt:“n loans : 59,682 59,682
Total liabilities - 123,069 123,069
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Current fiscal year (December 31, 2025)

Fair value (Million yen)
Category
Level 1 Level 2 Level 3 Total
Bonds payable - 71,768 - 71,768
Long-term loans ) 66,586 ) 66,586
payable
Total liabilities - 138,354 - 138,354

Note: Explanation of the valuation techniques used in the fair value measurement and the inputs to fair value measurement.

Investment securities
Investment securities are listed stocks and government bonds and valued using quoted prices. Since both are traded in an active
market, the fair value is classified as a Level 1 fair value.

Derivative transactions
Since derivative transactions are over-the-counter transactions and there is no published quoted price, they are measured based
on prices, etc. provided by the financial institutions with which the Company does business, and they are classified as Level 2
fair value.

Bonds payable
The fair value of bonds payable issued by the Company is measured based on present value as calculated by discounting the
sum of principal and interest by an interest rate factoring in credit risk and the remaining maturity for the relevant bonds, and
they are classified as Level 2 fair value.

Long-term loans payable
Among long-term loans payable, items based on variable interest rates reflect market rates at short intervals, and the credit
standing of the Company involved therein has not changed significantly. As such, book value is considered to be almost equal
to market value, and the book value is stated for these items. For items based on fixed interest rates, figures are based on
present value as calculated by discounting the sum of principal and interest of loans classified by agreements by an interest
rate factoring in credit risk and the remaining maturity for the relevant debts, and they are classified as Level 2 fair value.
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(Notes regarding marketable securities)

1. Other securities

Previous fiscal year (December 31, 2024)

Amount recorded on . .
. Acquisition cost Difference
Type consolidated balance (Million yen) (Million yen)
sheet (Million yen)
(1) Shares 31,307 6,064 25,242
Amount recorded on
consolidated balance (2) Bonds - - -
sheet above acquisition | (3) Other - - -
cost Subtotal 31,307 6,064 25242
1) Sh 1,784 1,918 133
Amount recorded on (1) Shares (133)
consolidated balance (2) Bonds - - -
sheet not above (3) Other - - -
acquisition cost
Subtotal 1,784 1,918 (133)
Total 33,091 7,982 25,109

(Note) Unlisted stocks (¥216 million recorded on the consolidated balance sheet) have no market prices. As such, they are not
included in “Other securities” in the above table.

Current fiscal year (December 31, 2025)

Amount recorded on . .
. Acquisition cost Difference
Type consolidated balance (Million yen) (Million yen)
sheet (Million yen) y y

(1) Shares 39,521 7,882 31,638

Amount recorded on
consolidated balance (2) Bonds - - -
sheet above acquisition | (3) Other - - -
cost Subtotal 39,521 7,882 31,638
(1) Shares - - -

Amount recorded on
consolidated balance (2) Bonds 486 543 (56)
sheet not above (3) Other - - R

acquisition cost

Subtotal 486 543 (56)
Total 40,007 8,426 31,581

(Note) Unlisted stocks (¥249 million recorded on the consolidated balance sheet) have no market prices. As such, they are not
included in “Other securities” in the above table.

2. Other securities sold

Previous fiscal year (January 1 to December 31, 2024)

Type

Sale price
(Million yen)

Total gain on sale
(Million yen)

Total loss on sale
(Million yen)

Shares

65 43

Current fiscal year (January 1 to December 31, 2025)

Type

Sale price
(Million yen)

Total gain on sale
(Million yen)

Total loss on sale
(Million yen)

Shares

4,329 4,199

3. Securities for which impairment losses are recognized

Previous fiscal year (January 1 to December 31, 2024)

Not applicable.

Current fiscal year (January 1 to December 31, 2025)

Not applicable.
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(Notes regarding derivative transactions)
1. Derivative transactions not subject to hedge accounting

Currency-related transactions
Previous fiscal year (December 31, 2024)

Amount due after . . .
. Contract amount Fair value Valuation gain/loss
Category Type of transaction (Million yen) more than 1 year (Million yen) (Million yen)
(Million yen)
Foreign exchange
forward contract
transactions
Sold
USD 4,533 332 (154) (154)
Non-market
transactions EUR 2,638 65 26 26
CNY 91 - “) @
Purchased
JPY 174 - 6 6
Total 7,438 398 (125) (125)

(Note) Method for calculating fair value

Fair value is calculated based on prices, etc. provided by financial institutions, etc. with which the Company does business.

Current fiscal year (December 31, 2025)

Amount due after . . .
. Contract amount Fair value Valuation gain/loss
Category Type of transaction o more than 1 year o o
(Million yen) (Million yen) (Million yen) (Million yen)
Foreign exchange
forward contract
transactions
Sold
uUSD 3,369 109 56 56
Non-market
transactions EUR 5,861 847 15 15
CNY 110 - 3) 3)
Purchased
JPY - - - -
Total 9,342 957 68 68
(Note) Method for calculating fair value

Fair value is calculated based on prices, etc. provided by financial institutions, etc. with which the Company does business.
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2. Derivative transactions subject to hedge accounting
Currency-related transactions
Previous fiscal year (December 31, 2024)

Amount due after

Hedge accounting Type of Major hedged Contract amount more than 1 vear Fair value
method transaction items (Million yen) i Y (Million yen)
(Million yen)
Foreign exchange
forward contract
transactions i
Principle treatment Forecz;it rf;orelgn
method Sold currency
transactions
EUR 4,452 - 62
Total 4,452 - 62

(Note) Method for calculating fair value

Fair value is calculated based on prices, etc. provided by financial institutions, etc. with which the Company does business.

Current fiscal year (December 31, 2025)

Amount due after

Hedge accounting Type of Major hedged Contract amount more than 1 vear Fair value
method transaction items (Million yen) . M (Million yen)
(Million yen)
Foreign exchange
forward contract
transactions i
Principle treatment Foriiﬁérfzrelgn
method Sold <y
transactions
EUR 8,294 - 117
Total 8,294 - 117

(Note) Method for calculating fair value

Fair value is calculated based on prices, etc. provided by financial institutions, etc. with which the Company does business.
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(Notes regarding retirement benefits)
1. Overview of adopted retirement benefit program

The Company and some of its consolidated subsidiaries have adopted a retirement benefit program comprised of a defined benefit
plan (defined benefit corporate pension plan), a lump-sum retirement allowance plan, a defined contribution plan, or a combination

of these.

Some consolidated subsidiaries employ a simplified method for calculating retirement benefit obligations.

2. Defined benefit plan

(1) Reconciliation of beginning and ending balance of retirement benefit obligations (excluding plans using simplified method as

stated in (3) below)

Previous fiscal year
(January 1
to December 31, 2024)

Current fiscal year
(January 1
to December 31, 2025)

Retirement benefit obligation at

¥14,725 million

¥15,264 million

beginning of period
Service cost 565 587
Interest cost 349 324
Actuarial differences (381) (1,156)
Retirement benefits paid (629) (593)
Increase due to addition of _ 97
consolidated subsidiaries
Decrease due to exclusion of
consolidated subsidiaries ) (2.890)
Foreign currency translation gains
(losses) 634 291
Retlrement benefit obligation at end 15264 11,925
of period

(2) Reconciliation of beginning and ending balance of pension assets (excluding plans using a simplified method as stated in (3)

below)

Previous fiscal year
(January 1
to December 31, 2024)

Current fiscal year
(January 1
to December 31, 2025)

Pension assets at beginning of period

¥11,917 million

¥12,448 million

Expected return on plan assets 109 185
Actuarial differences 27 1,690
Employer contributions 635 635
Retirement benefits paid (397) (490)
Sgrszggsl; currency translation gains 1 35
Pension assets at end of period 12,448 14,504

(3) Reconciliation of beginning and ending balance of retirement benefit liability for plans to which a simplified accounting method

is applied

Previous fiscal year
(January 1
to December 31, 2024)

Current fiscal year
(January 1
to December 31, 2025)

Retirement benefit liability at

¥1,100 million

¥1,147 million

beginning of period
Retirement benefit expenses 119 141
Retirement benefits paid (71) (131)
Retirement benefit liability at end of 1,147 1,157

period
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(4) Reconciliation of balance of retirement benefit obligations and pension assets at end of fiscal year and retirement benefit liability

and asset recorded on consolidated balance sheet

Previous fiscal year
(December 31, 2024)

Current fiscal year
(December 31, 2025)

Retirement benefit obligation for
funded plans

¥9,460 million

¥9,064 million

Pension assets (12,448) (14,504)
(2,987) (5,439)

Retirement benefit obligation for 6.951 4018

unfunded plans

Net liability and asset recorded on

consolidated balance sheet 3,963 (1.421)

Retirement benefit liability 7,746 4,805

Net defined benefit asset (3,783) (6,227)

Net liability and asset recorded on 3.963 (1,421)

consolidated balance sheet

(Note) Figures include plans to which a simplified accounting method is applied.

(5) Retirement benefit expenses and breakdown

Previous fiscal year
(January 1

to December 31, 2024)

Current fiscal year
(January 1
to December 31, 2025)

Service cost

¥565 million

¥587 million

Interest cost 349 324
Expected return on plan assets (109) (185)
Amortization of actuarial differences (433) (355)
Retirement benefit expenses 119 141
calculated by simplified method

Retirement benefit expenses related to 491 512

defined benefit plans

(6) Remeasurements of defined benefit plans

The breakdown of items (prior to income taxes and tax effect deduction) recorded as remeasurements of defined benefit plans is

shown below.

Previous fiscal year
(January 1

to December 31, 2024)

Current fiscal year
(January 1
to December 31, 2025)

Actuarial differences

¥181 million

¥2,094 million

Total

181

2,094

(7) Cumulative remeasurements of defined benefit plans

The breakdown of items (prior to income taxes and tax effect deduction) recorded as cumulative remeasurements of defined

benefit plans is shown below.

Previous fiscal year

(December 31, 2024)

Current fiscal year
(December 31, 2025)

Unrecognized actuarial differences

¥3,670 million

¥5,765 million

Total

3,670

5,765
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(8) Matters concerning pension assets
1)  Breakdown of major pension assets
Weightings within the total amount of pension assets for major categories are as follows.

Previous fiscal year Current fiscal year

(December 31, 2024) (December 31, 2025)
Bonds 45% 38%
Stock 39 34
Investment trusts - 13
General accounts 13 13
Other 3 2
Total 100 100

2)  Method for setting long-term expected rate of return

The current and projected allocation of pension assets and the current and future long-term rates of return for the diverse
assets that comprise the pool of pension assets are considered when determining the long-term expected rate of return on
pension assets.

(9) Matters concerning basis for actuarial calculations
Major assumptions in actuarial calculations are as follows:

Previous fiscal year Current fiscal year

(December 31, 2024) (December 31, 2025)
Discount rate 0.5~5.6% 1.9~5.5%
Long-term expected rate of return 0.0~3.5% 0.0 ~4.2%

Defined contribution plan

Contributions required by defined contribution plans of consolidated subsidiaries totaled ¥1,318 million in the previous fiscal year
and ¥1,375 million for the current fiscal year.

Multi-employer plan

There is no required contribution to the multi-employer employee pension plan, which is accounted for in the same manner as the
defined contribution plan.
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(Notes regarding tax effect accounting)

1. Breakdown of deferred tax assets and liabilities by major cause

Previous fiscal year Current fiscal year
(December 31, 2024) (December 31, 2025)
Deferred tax assets
Retirement benefit liability ¥3,288 million ¥3,017 million
Excess depreciation and amortization 5,528 5,587
Tax credits carryforward 3,120 4,155
Tax loss carryforward (Note) 3 11,839 8,968
Other 9,363 7,359
Deferred tax assets (subtotal) 33,141 29,088
Valuation allowance for tax loss carryforward (Note) 3 (8,069) (4,127)
(\i{aluation allowance for total deductible temporary (5,992) (3,609)
ifference
Valuation allowance (subtotal) (Note) 2 (14,061) (7,737)
Total deferred tax assets 19,079 21,351
Deferred tax liabilities
Valuation difference on other securities (7,391) (9,664)
Valuation difference on consolidated subsidiaries (6,782) (5,861)
Reserve for reduction entry of fixed assets (2,317) (2,388)
Retained earnings of overseas subsidiaries (6,271) (6,852)
Shortfall of depreciation (16,947) (18,393)
Net defined benefit asset (3,698) (5,252)
Redemption of shares of subsidiaries and associates (3,871) (4,000)
Other (3,500) (3,228)
Total deferred tax liabilities (50,780) (55,641)
Net deferred tax assets (liabilities) (31,701) (34,289)

(Notes) 1. Figures are based on amounts after reflecting a significant revision of the initial allocation of acquisition costs due to the
finalization of the provisional accounting treatment for business combinations.

2. Valuation allowance decreased by ¥6,324 million. The main reason for this decrease is the completion of the transfer of all
equity interests in TOKAI ERFTCARBON GmbH, which was a consolidated subsidiary, and its exclusion from the scope
of consolidation. As a result, valuation allowance of ¥6,895 million, which was recognized at the end of the previous fiscal
year, is no longer recognized.

3. Tax loss carryforwards and their deferred tax assets by expiration period

Previous fiscal year (December 31, 2024)

Due within|Due after 1 Due after Due after 3|Due after 4 Due after
2to3 more than Total
1 year |to 2 years to 4 years | to 5 years
years 5 years
Tax loss carryforward (a) - - - - - 11,839 ¥11,839 million|
Valuation allowance - - - - - (8,069) (8,069)
Deferred tax assets - - - - - 3,770 | (b) 3,770

(a) Tax loss carryforward was calculated by multiplying statutory tax rate.

(b) The ¥3,770 million in deferred tax assets was recognized for tax loss carryforwards of ¥11,839 million (amount multiplied
by the statutory tax rate). The ¥3,770 million in deferred tax assets stemmed mainly from recognizing part of tax loss
carryforwards for our Company, which totaled ¥3,288 million (amount multiplied by the statutory tax rate) and the full
amount of tax loss carryforwards for the consolidated tax payment group, which has Tokai Carbon US Holdings Inc. as its
consolidated parent company, which totaled ¥1,437 million (amount multiplied by the statutory tax rate). No valuation
allowance was recognized for the tax loss carryforwards, which was recognized as the relevant deferred tax assets, because
these were determined to be recoverable based on expected future taxable income.
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Current fiscal year (December 31, 2025)

Due within|Due after 1 Due after Due after 3|Due after 4 Due after
2t03 more than Total
1 year |to 2 years to 4 years | to 5 years
years 5 years
Tax loss carryforward (c) - - - - - 8,968 ¥8,968 million|
Valuation allowance - - - - - (4,127) (4,127)
Deferred tax assets - - - - - 4,841 | (d) 4,841

(c) Tax loss carryforward was calculated by multiplying statutory tax rate.

(d) The ¥4,841 million in deferred tax assets was recognized for tax loss carryforwards of ¥8,968 million (amount multiplied
by the statutory tax rate). The ¥4,841 million in deferred tax assets stemmed mainly from recognizing the full amount of
tax loss carryforwards for the consolidated tax payment group which has Tokai Carbon US Holdings Inc. as its consolidated
parent company, which totaled ¥1,870 million (amount multiplied by the statutory tax rate) and the full amount of tax loss
carryforwards for the consolidated tax payment group which has Tokai COBEX HoldCo GmbH as its consolidated parent
company, which totaled ¥1,261 million (amount multiplied by the statutory tax rate). No valuation allowance was
recognized for the tax loss carryforwards, which was recognized as the relevant deferred tax assets, because these were
determined to be recoverable based on expected future taxable income.

2. Breakdown of items that caused significant differences between the statutory tax rate and the effective income tax rate after application

of tax effect accounting

Previous fiscal year Current fiscal year
(December 31, 2024) (December 31, 2025)
Statutory tax rate -% 30.0%
(Adjustment)
Entertainment expenses and other permanently _ 07
non-deductible expenses )
Dividend income and other permanently non- ) (12)
taxable income ’
Amortization of goodwill - 4.7
Increase (decrease) in valuation allowance - 4.0)
Difference in tax rates applied at overseas ) (7.0)
subsidiaries .
Effect of change in tax rate - 1.0
Tax credits - 2.7
Retained earnings of overseas subsidiaries - 1.7
Foreign withholding tax - 0.8
Other - 0.7
Effective tax rate after application of tax effect ) 247
accounting .

(Note) As the previous fiscal year recorded a net loss before income taxes, the notes are omitted.

3. Revision of amounts of deferred tax assets and deferred tax liabilities due to a change in income tax rate
The “Act for Partial Revision of the Income Tax Act, etc.” (Act No. 13 of 2025) was passed in the Diet on March 31, 2025, and the
“Special Corporate Tax for Defense” will be imposed from the consolidated fiscal year beginning on or after April 1, 2026.
Accordingly, for deferred tax assets and deferred tax liabilities related to temporary differences expected to be resolved in or after the
fiscal years beginning on or after January 1, 2027, the statutory tax rate is changed from 30.0% to 31.0%.
As a result of this change, deferred tax liabilities (net of deferred tax assets) and income taxes - deferred increased by ¥521 million
and ¥194 million respectively, while valuation difference on other securities and cumulative remeasurements of defined benefit plans
decreased by ¥311 million and ¥16 million respectively in the current fiscal year.
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(Notes regarding business combinations)
Business divestiture
On May 16, 2025, the Company entered into an equity transfer agreement to transfer its entire equity interest in TOKAI
ERFTCARBON GmbH (hereinafter referred to as “TEG”), a consolidated subsidiary in Germany, to Lenbach Equity Opportunities
III. GmbH & Co. KG (hereinafter referred to as “LEO III. Fund”), for which investment company DUBAG Investment Advisory
GmbH (hereinafter referred to as “DUBAG”) provides management advice exclusively, and transferred the equity interest on June 30,
2025. As a result, TEG was excluded from the Company’s scope of consolidation.

1. Outline of business divestiture
(1) Name of the successor company
Lenbach Equity Opportunities III. GmbH & Co. KG
(2) Name and description of business of the divested subsidiary
Name of the subsidiary TOKAI ERFTCARBON GmbH
Description of business Manufacturing and sales of graphite electrodes
(3) Main reason for the business divestiture
TEG joined the Group in 2005 and has been a part of the tri-polar structure of our electrode business in Japan, the United
States, and Europe. However, in recent years, it has faced issues such as sluggish demand in the European market, price
competition among major players, an influx of inexpensive products, and increased costs from low capacity utilization.
Under these circumstances, as part of the business portfolio transformation set forth in “Vision 2030 which was formulated
by the Company in February 2025, the Company examined the allocation of its management resources from various
perspectives. As a result, the Company determined that joining the DUBAG group, which has strengths in investing in
companies requiring business improvement, would be optimal for TEG's sustainable development and further growth, and the
decision was made to transfer the entire equity interest of TEG to LEO III. Fund.
(4) Date of business divestiture
June 30, 2025
(5) Legal form of business divestiture
Transfer of equity invested in exchange for cash
2. Outline of accounting treatment implemented
1. Amount of gain or loss on transfer
Loss on sale of equity invested in associates ¥3,324 million
Business restructuring expenses of ¥3,818 million was recorded in the previous fiscal year, and the difference of ¥493 million
was recorded as reversal of provision for business restructuring in the current fiscal year.
(2) Appropriate book value and main breakdown of assets and liabilities pertaining to the transferred business

Current assets ¥10,202 million
Fixed assets ¥3,462 million
Total assets ¥13,665 million
Current liabilities ¥4,305 million
Long-term liabilities ¥2.819 million
Total liabilities ¥7,125 million

(3) Accounting treatment
A gain or loss on the transfer was recorded for the amount of the difference between the consolidated book value of invested
equity and the sales price plus the associated expenses.
3. Reportable segment in which the divested business was included
Graphite Electrodes
4. Approximate amount of gain or loss related to the divested businesses recorded in the consolidated statements of income for the
current fiscal year
Net sales ¥2,583 million
Operating income (loss) ¥(628) million
5. Outline of continuous involvement
The Company provides loans to TEG. The outstanding loan balance as of December 31, 2025 was ¥3,870 million.
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Business combination through acquisition

Based on the agreement concluded on July 7, 2025 to acquire all shares of BRIDGESTONE CARBON BLACK (THAILAND) CO.,
LTD. owned by Bridgestone Corporation and Asahi Carbon Co., Ltd. jointly with THAI TOKAI CARBON PRODUCT COMPANY
LIMITED, a subsidiary of the Company, the Company completed the acquisition of shares as follows on September 30, 2025 making
it a consolidated subsidiary.

1. Outline of business combination
(1) Name and description of business of the acquired company
Name of the acquired company BRIDGESTONE CARBON BLACK (THAILAND) CO., LTD.
Description of business Manufacturing and sales of carbon black
(2) Main reason for business combination
In February 2025, the Company formulated “Vision 2030,” which describes the ideal state for the Tokai Carbon group in 2030
and the strategies to achieve it. Through “Vision 2030,” the Company aims to transform its business portfolio by promoting
three initiatives towards its long-term vision: “Fundamental structural reforms,” “Commitment to growing markets,” and
“Sustainable value creation.” BRIDGESTONE CARBON BLACK(THAILAND) CO., LTD. is Bridgestone Corporation’s
internal carbon black manufacturing subsidiary, primarily supplying carbon black to Bridgestone Corporation’s various
manufacturing facilities worldwide.
The Company operates its global carbon black business in four countries: Japan, Thailand, Canada, and the United States. By
making BRIDGESTONE CARBON BLACK(THAILAND) CO., LTD. a consolidated subsidiary of the Company through this
initiative, the Company will promote global collaboration and co-creation with Bridgestone Corporation, further strengthening
our partnership. Additionally, integrating BRIDGESTONE CARBON BLACK(THAILAND) CO., LTD. into the Company’s
carbon black business operations will allow the Company to achieve even greater supply stability and improve competitiveness.
As a result, the Company will realize the “Commitment to growing markets” stated in its long-term vision and drive further
growth in its carbon black business.
(3) Date of business combination
September 30, 2025
(4) Legal form of business combination
Stock acquisition in exchange for cash
(5) Name of the company after business combination
Effective September 30, 2025, the name was changed to Thai Tokai Carbon Product Rojana Co., Ltd.
(6) Ratio of voting rights acquired
100%
(7) Main grounds for determining the acquired company
The Company acquired 100% of the voting rights of BRIDGESTONE CARBON BLACK (THAILAND) CO., LTD. through
the stock acquisition in consideration for cash, which was jointly implemented by the Company and THAI TOKAI CARBON
PRODUCT COMPANY LIMITED, a consolidated subsidiary of the Company.
2. Period of performance of the acquired company included in the consolidated financial statements
Performance is included from the date of business combination to December 31, 2025.
3. Breakdown of the acquisition cost of the acquired company by the type of consideration
Consideration for acquisition: cash ¥9.,942 million

Acquisition cost ¥9,942 million

4. Details and amounts of major acquisition-related costs
Remuneration, fees, etc. for advisers and others: ¥303 million
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5. Amount of goodwill that occurred, cause for the occurrence, and method and period of amortization
(1) Amount of goodwill that occurred
¥568 million
(2) Cause for the occurrence
This is mainly the excess earning power expected from future business development.
(3) Method and period of amortization
The entire amount was charged to expenses in the current fiscal year due to immateriality.

6. Amounts of assets accepted and liabilities assumed on the date of business combination

Current assets ¥5,923 million
Fixed assets ¥6,220 million
Total assets ¥12,144 million
Current liabilities ¥1,157 million
Long-term liabilities ¥1,646 million
Total liabilities ¥2.803 million

7. Estimated amount of impact on current fiscal year’s consolidated financial statements assuming that the business combination
was completed on the date of commencement of the current fiscal year and its calculation method
Net sales ¥7,410 million
Operating income ¥415 million

(Calculation method for estimated amount)

The estimated impact is based on the net sales and information on profit calculated on the assumption that the business
combination is completed on the date of commencement of the current fiscal year.

The notes have not been subject to audit certificate.

Finalization of provisional accounting treatment for business combinations
With respect to the business combinations with KBR, Inc. and MWI, Inc. conducted by Tokai Carbon U.S.A., Inc., a consolidated
subsidiary of the Company in the United States, on December 18, 2024 (deemed acquisition date: December 31, 2024), a provisional
accounting treatment was applied in the previous fiscal year, and it was finalized in the current fiscal year.
Accordingly, a significant revision of the initial allocation amount of the acquisition costs is reflected in the consolidated financial
statements of the previous fiscal year. After allocating ¥1,487 million to tangible fixed assets, ¥8,040 million to customer-related assets
under intangible fixed assets, ¥163 million to other intangible fixed assets, ¥203 million to merchandise and finished goods, and
¥2.773 million to deferred tax liabilities, the provisional amount of goodwill of ¥21,403 million decreased by ¥7,131 million to
¥14,271 million.
As a result, net income before income taxes increased by ¥250 million and net income attributable to owners of the parent company
increased by ¥250 million on the consolidated statements of income for the previous fiscal year. Goodwill has a useful life of 12 years
and customer-related assets have a useful life of 12 years.

-112-



(Notes regarding asset retirement obligations)
The end of previous fiscal year (December 31, 2024)
Disclosure omitted due to lack of materiality.

The end of current fiscal year (December 31, 2025)
Disclosure omitted due to lack of materiality.

(Notes regarding real estate for lease)
Previous fiscal year (January 1 to December 31, 2024)

Disclosure omitted due to lack of materiality.

Current fiscal year (January 1 to December 31, 2025)
Disclosure omitted due to lack of materiality.
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(Notes regarding revenue recognition)

1. Breakdown of revenue from contracts with customers

Previous fiscal year (January 1 to December 31, 2024)

(Million yen)
Reportable segment
Industrial Other
Carbon Fine Smelting Graphite Fu;rrllzz.ices Total Op gatlons Total
Black Carbon and Lining | Electrodes ° (Note)
Related
Products
Japan 43,139 8,106 9 6,413 7,501 65,171 8,442 73,613
Asia 31,904 26,242 16,700 971 8,262 84,083 826 84,909
North America 76,537 14,786 10,757 29,578 277 131,936 - 131,936
Europe 3,517 4,640 13,427 11,026 146 32,757 494 33,251
Middle East and 1,694 114 23,617 828 103 26,358 44 26,403
Other
External sales 156,793 53,890 64,512 48,818 16,291 340,306 9,807 350,114

(Note) “Other Operations” is a business segment that is not included among reportable segments. It consists of the friction materials

business, anode materials business, real estate leasing business, and other businesses.

Current fiscal year (January 1 to December 31, 2025)

(Million yen)
Reportable segment
Industrial Other
Carbon Fine Smelting Graphite Fu;lilces Total OpIe\; ations Total
Black Carbon and Lining | Electrodes (Note)
Related
Products
Japan 42,762 5,806 - 6,713 6,716 61,998 8,468 70,467
Asia 28,960 25,947 16,571 397 3,778 75,654 950 76,605
North America 70,124 19,997 12,968 26,449 16 129,557 - 129,557
Europe 3,610 4,079 15,603 3,726 144 27,165 385 27,550
Middle East and 1,636 137 16607 285 72| 18740 3| 18779
Other
External sales 147,093 55,969 61,751 37,573 10,728 313,117 9,843 322,960

(Note) “Other Operations” is a business segment that is not included among reportable segments. It consists of the friction materials

business, anode materials business, real estate leasing business, and other businesses.

2. Information that serves as the basis for understanding revenue from contracts with customers

Please refer to “Notes to Consolidated Financial Statements (Significant basis for preparation of consolidated financial statements) 5.

Matters concerning accounting policies (5) Standards for significant revenues and expenses.”

3. Information regarding the relationship between fulfillment of performance obligations based on contracts with customers and cash
flows arising from such contracts, and information on the amount and timing of revenue expected to be recognized after the current
fiscal year from contracts with customers existing at the end of the current fiscal year
(1) Balance of contract assets and contract liabilities

Disclosure of contract assets and contract liabilities is omitted because their balances are not significant, and no significant changes

have occurred.

(2) Transaction price allocated to the remaining performance obligations
Disclosure of transaction prices allocated to the remaining performance obligations is omitted by applying the practical expedient
as there are no significant contracts with expected contract term longer than a year. There are no significant amounts of consideration
arising from contracts with customers that are not included in the transaction prices.
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(Segment information, etc.)
Segment information
1. Overview of reportable segments

The Company’s reportable segments are those components of the Company for which discrete financial information is available
and that are subject to regular reviews by the Board of Directors to determine the allocation of managerial resources and to evaluate
business performance.

The Company establishes product-specific divisions at the head office, and each division carries out business activities by
formulating comprehensive domestic and overseas strategies for the products that it handles.

Accordingly, the Company is composed of product-specific segments based on divisions, and its five reportable segments are the
Carbon Black business, Fine Carbon business, Smelting and Lining business, Graphite Electrodes business, and Industrial Furnaces
and Related Products business.

The major products of each reportable segment are as follows.

Reportable Segments Major Products
Carbon Black Carbon black (for rubber products, black pigment, electric conduction)
Fine Carbon Specialty graphite materials, solid SiC, SiC coating
Smelting and Lining Cathodes for aluminum electrolysis, lining blocks for blast furnaces, carbon electrodes, etc.
Graphite Electrodes Graphite electrodes for electric furnaces
gﬂgﬁg:l Furnaces and Related Industrial electric furnaces, silicon carbide heating elements

2. Methods for calculating the amounts of net sales, operating income or loss, assets and other account items for each reportable
segment
The accounting methods adopted for reportable business segments are the same as those outlined in “Significant basis for
preparation of consolidated financial statements.”
Figures shown as income for reportable segments are based on operating income.
Figures for intersegment sales/transfers are based on prevailing market prices.
The provisional accounting treatment for business combinations was finalized in the current fiscal year, and the figures for the
previous fiscal year reflect the details of the finalization of the provisional accounting treatment.
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3. Information on the amounts of net sales, operating income or loss, assets, and other account items for each reportable segment
Previous fiscal year (January 1 to December 31, 2024)
(Million yen)
Reportable Segment Amount
- Other Adiustme recorded in
Smel Il?dustrlal Operations Total Jnts consolidated
Carbon | Fine II;en;[ilng Graphite u;rlllz(tices Total (Note) (Note) 2 financial
Black | Carbon | .. |Electrode| p 0. 1 statements
ining elate (Note) 3
Products
Net sales
External sales 156,793 | 53,890 | 64,512 | 48,818 | 16,291 | 340,306 9,807 | 350,114 - 350,114
Intersegment 28 194 280 248 671 | 1,423 -1 1423 (1,423) .
sales/transfers
Total 156,821 | 54,085 | 64,792 | 49,067 | 16,963 | 341,730 9,807 | 351,538 | (1,423) 350,114
Segment income (loss) 21,706 | 12,437 ((13,701) | (3,529) 3,304 | 20,218 403 | 20,622 | (1,235) 19,386
Segment assets 248,386 | 162,891 | 92,241 | 84,305 | 27,143 | 614,968 10,343 | 625,311 | 18,205 643,517
Other items
Depreciation and 9,530 | 5,967 | 10,694 | 5415 357 | 31,965 479 | 32,445 583 33,028
amortization
Impairment losses - -1 61,239 6,895 -| 68,134 - 68,134 - 68,134
Increase in tangible and| 35 9331 9596 | 4008 | 6,503 | 1,621 | 54453 829 | 55283 | 1431 56,715
intangible fixed assets

(Notes) 1. The Other Operations segment is a business segment that is not included among reportable segments. It consists of the
friction materials business, anode materials business, real estate leasing business, and other businesses.

2. The adjustment amounts are as follows.

(1) The (¥1,235 million) adjustment in segment income (loss) includes company-wide expenses of (¥1,215 million) that

were not allocated to each reportable segment. Company-wide expenses consist of research and development expenses

and other expenses not attributable to reportable segments.

(2) The adjustment of segment assets, which is ¥18,205 million, includes ¥33,838 million of company-wide assets that are

not allocated to each reportable segment. The main components of company-wide assets are surplus funds (e.g., cash

and deposits) and investment securities.
(3) The adjustment of the increase in tangible and intangible fixed assets, which is ¥1,431 million, is the amount of capital
expenditure of the company-wide assets that is not allocated to each reportable segment.

3. Segment income (loss) is adjusted with operating income as reported in the consolidated financial statements.
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Current fiscal year (January 1 to December 31, 2025)

(Million yen)
Reportable Segment Amount
_ Other Adiustme recorded in
Smelti IFndustrlal Operations Total Jn s consolidated
Carbon | Fine n:;gng Graphite u;rrlle(tices Total (Note) (Note) 2 financial
Black | Carbon . Electrode 1,3 statements
Lining Related (Note) 4
Products
Net sales
External sales 147,093 | 55,969 | 61,751 | 37,573 10,728 | 313,117 9,843 | 322,960 - 322,960
Intersegment 21 157 259 217 | 1,030 | 1,687 — 1 1,687 | (1,687 -
sales/transfers
Total 147,115 | 56,127 | 62,010 | 37,790 | 11,759 | 314,804 9,843 | 324,648 | (1,687) 322,960
Segment income 13,135 7,704 1,503 2,389 2,268 | 27,001 617 27,619 | (1,769) 25,850
Segment assets 265,790 | 157,772 | 103,501 | 65,558 | 25,642 | 618,264 9,182 | 627,447 36,585 664,033
Other items
Depreciation and 10214 | 7,318 | 4,079 | 4,345 455 | 26,413 484 | 26,898 802 27,700
amortization
Impairment losses - - - - - - 348 348 - 348
Increase in tangible and| 19 903 | ¢ 539 | 3672 | 2861 782 | 33,459 509 | 33,969 | 2,884 36,854
intangible fixed assets

(Notes) 1. The Other Operations segment is a business segment that is not included among reportable segments. It consists of the
friction materials business, anode materials business, real estate leasing business, and other businesses.

2. The adjustment amounts are as follows.
(1) The (¥1,769 million) adjustment in segment income includes company-wide expenses of (¥807 million) that were not
allocated to each reportable segment. Company-wide expenses consist of research and development expenses and other
expenses not attributable to reportable segments.

(2) The adjustment of segment assets, which is ¥36,585 million, includes ¥48,310 million of company-wide assets that are
not allocated to each reportable segment. The main components of company-wide assets are surplus funds (e.g., cash

and deposits) and investment securities.

(3) The adjustment of the increase in tangible and intangible fixed assets, which is ¥2,884 million, is the amount of capital
expenditure of the company-wide assets that is not allocated to each reportable segment.

3. Impairment losses of ¥348 million under “Other Operations” are impairment losses on friction material manufacturing

facilities.

4. Segment income is adjusted with operating income as reported in the consolidated financial statements.
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Related Information
Previous fiscal year (January 1 to December 31, 2024)
. Information by product and service
Because the same information is disclosed in the segment information, this entry is omitted here.

. Information by region

(1) Net sales
(Million yen)
usS Japan Asia Europe Other regions Total
118,325 73,613 84,909 33,251 40,014 350,114
(Note) Net sales are based on customer locations and are classified into countries or regions.
(2) Tangible fixed assets
(Million yen)
usS Thailand Japan Poland Other regions Total
101,543 44412 42,367 27,789 49,957 266,070

. Information by major customer

Within external sales, there is no individual customer that accounts for 10% or more of net sales as shown on the consolidated statement
of income. Therefore, this entry is omitted here.

Current fiscal year (January 1 to December 31, 2025)
. Information by product and service

Because the same information is disclosed in the segment information, this entry is omitted here.

. Information by region

(1) Net sales
(Million yen)
[N} Japan Asia Europe Other regions Total
116,861 70,467 76,605 27,550 31,475 322,960
(Note) Net sales are based on customer locations and are classified into countries or regions.
(2) Tangible fixed assets
(Million yen)
usS Thailand Japan Poland Other regions Total
103,027 59,503 47,869 32,521 47,507 290,429

. Information by major customer

Within external sales, there is no individual customer that accounts for 10% or more of net sales as shown on the consolidated statement
of income. Therefore, this entry is omitted here.
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[Information on impairment loss of fixed assets for each reportable segment]

Previous fiscal year (January 1 to December 31, 2024)

Because the same information is disclosed in the segment information, this entry is omitted here.

Current fiscal year (January 1 to December 31, 2025)

Because the same information is disclosed in the segment information, this entry is omitted here.

[Information regarding goodwill amortization and unamortized balance by reportable segment]

Previous fiscal year (January 1 to December 31, 2024)

(Million yen)
Reportable Segment
Industrial Eliminations Total
Carbon Fine Smelting and Graphite  [Furnaces and Total /unallocated
Black Carbon Lining Electrodes Related N
Products
Amount 724 1,848 5,456 676 -1 8,705 -1 8,705
amortized
Balance at 4,467 23,948 - 2,000 - | 30416 -1 30416
end of period
Current fiscal year (January 1 to December 31, 2025)
(Million yen)
Reportable Segment
Industrial Eliminations Total
Carbon Fine Smelting and Graphite  |Furnaces and| Total /unallocated
Black Carbon Lining Electrodes Related
Products
Amount 1,295 2,928 . 668 S|4 Sl 4892
amortized
Balance at 3,828 21,575 - 1,281 | 26,684 -| 26,684
end of period

[Information regarding profit on negative goodwill by reportable segment]

Previous fiscal year (January 1 to December 31, 2024)

Not applicable

Current fiscal year (January 1 to December 31, 2025)

Not applicable

[Information regarding related parties]

Previous fiscal year (January 1 to December 31, 2024)

Not applicable

Current fiscal year (January 1 to December 31, 2025)

Not applicable
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(Per-share information)

Previous fiscal year
(January 1
to December 31, 2024)

Current fiscal year
(January 1
to December 31, 2025)

Net assets per share

1,354.46 yen

1,491.09 yen

Net income (loss) per share

(264.77) yen

94.05 yen

(Notes) 1. Diluted net income per share is not shown due to the absence of dilutive shares.

2. The basis for calculating net income (loss) per share is as follows.

3. The provisional accounting treatment for the business combinations has been finalized in the current fiscal year, and

each figure in the previous fiscal year reflects the details of the finalization of the provisional accounting treatment.

Previous fiscal year
(January 1
to December 31, 2024)

Current fiscal year
(January 1
to December 31, 2025)

Net income (loss) attributable to owners of the parent company

(thousands of shares)

(million yen) (56,485) 20,078
Amount not attributable to common shareholders ) )
(million yen)

Net income (loss) attributable to owners of the parent company

related to common shares (million yen) (56.485) 20,078
Average number of common shares during period 213.341 213.496

(Significant subsequent events)

Not applicable
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5) Consolidated Supplementary Schedules

Schedule of Bonds Payable

Balance at | Balance at
beginning | end of | Interest
Company name Name Date of issue of period | period rate Collateral Maturity
(Million | (Million (%)
yen) yen)
2nd Unsecured Bonds|
with Deferred Interest]
Tokai Carbon Co., Ltd, | Paymentsand |y 030 2020 | 20,000 | 20,000 | 779 | None | June 30,2050
Premature (Note 2)
Redemption
(Subordinated)
10,000
Tokai Carbon Co., Ltd. 2nd Unsecured Bonds| June 23, 2021 10,000 0.120 None June 23,2026
(10,000)
Tokai Carbon Co., Ltd. [rd Unsecured Bonds|February 29,2024 10,000 | 10,000 | 0.702 | None Feb%‘g 28,
3rd Unsecured Bonds
with Deferred Interest]
. Payments and 2.118
Tokai Carbon Co., Ltd. Premature July 3,2024 25,000 25,000 (Note 3) None July 3, 2059
Redemption
(Subordinated)
Tokai Carbon Co., Ltd. |4th Unsecured Bonds| October 9, 2025 - 10,000 1.663 None |October 9, 2030
75,000
Total - - 65,000 - - -
(10,000)

(Notes) 1. The amount in parentheses in “Balance at end of period” column is the amount to be redeemed within one year.
2. Fixed interest rate from the day after June 30, 2020 to June 30, 2030; variable interest rate from the day after June 30,
2030 (interest rate shall step up on the day after June 30, 2030).
3. Fixed interest rate from the day after July 3, 2024 to July 3, 2029; variable interest rate from the day after July 3, 2029
(interest rate shall step up on the day after July 3, 2029).

4. Bonds due for redemption within five years of the consolidated closing date are as follows.

Due within 1 year | Due after 1 to 2 years | Due after 2 to 3 years | Due after 3 to 4 years | Due after 4 to 5 years
(Million yen) (Million yen) (Million yen) (Million yen) (Million yen)
10,000 - - 10,000 10,000
Schedule of Loans Payable
Balance at beginning| Balance at end of A .
. . verage interest rate
Category of period period (%) Repayment date
(Million yen) (Million yen) ’

Short-term loans payable 6,216 7,814 1.1 -
Current portion of long-term loans 8.223 3,282 07 )
payable
Current portion of lease obligations 1,335 2,055 - -
Commercial paper 59,500 47,000 0.8 -
Long-term loans payable (excluding 52,301 65,015 1.0 2027 to 2049
current portion)
Leas.e obligations (excluding current 7.870 9.230 ) 2027 10 2096
portion)
Other interest-bearing debt (long- 685 692 16 i
term)

Total 136,132 135,089 - -

(Notes) 1. The average interest rate represents the weighted-average rate. This rate was calculated based on interest rates and
balances at the end of the fiscal year.
2. The average interest rate for lease obligations is not shown, as the amount of lease obligations is recorded on the
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consolidated balance sheet as the amount before deducting the interest equivalent amount included in the entire lease fee.
3. The redemption schedule for long-term loans payable and lease obligations (excluding current portion) for the five years

subsequent to the consolidated closing date is as follows.

Due after 1 to 2 years

Due after 2 to 3 years

Due after 3 to 4 years

Due after 4 to 5 years

Category (Million yen) (Million yen) (Million yen) (Million yen)
Long-term loans 8,437 5,115 6,322 12,140
payable
Lease obligations 1,909 1,319 1,197 821

Schedule of Asset Retirement Obligations

In accordance with Article 92-2 of the Ordinance on Terminology, Forms, and Preparation Methods of Consolidated Financial
Statements, the schedule of asset retirement obligations is not disclosed because the amounts of asset retirement obligations as
of the beginning and end of the current fiscal year were not larger than 1% of total liabilities and net assets at the beginning and
end of the current fiscal year.

(2) Others
Semi-annual information for the current fiscal year
Interim Current fiscal year

Net sales (Million yen) 158,076 322,960
Net income before income (Million yen) 14,560 30,918
taxes

Net income attributable to (Million yen) 8415 20,078
owners of the parent company

Net income per share (Yen) 39.42 94.05

(Note) The provisional accounting treatment for business combinations has been finalized in the current fiscal year, and the amounts
of the relevant items for the interim consolidated period reflect the significant revision of the initial allocation amounts for
acquisition cost due to the finalization of the provisional accounting treatment.
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2  Financial Statements, etc.
(1) Financial Statements

1) Balance sheet

(Million yen)

Previous fiscal year
(As of December 31, 2024)

Fiscal year under review
(As of December 31, 2025)

Current assets

Cash and deposits 3,451 6,935
Notes receivable 100 10
Accounts receivable *129,850 *1 26,308
Merchandise and finished goods 6,818 6,155
Work in progress 8,346 5,925
Raw materials and supplies 5,201 4,263
Other *13,571 *12,590
Allowance for doubtful accounts 21 (18)
Total current assets 57,319 52,171
Fixed assets
Tangible fixed assets
Buildings *2 8,376 *2 10,644
Structures 22,421 22,811
Machinery and equipment *213,844 *2 14,701
Vehicles and transport equipment 25 69
Tools, furniture and fixtures *21,023 *2 926
Land 4,369 4,369
Construction in progress 5,360 7,546
Total tangible fixed assets 35,422 41,068
Intangible fixed assets
Software 2,012 2,335
Other 13 13
Total intangible fixed assets 2,025 2,349
Investments and other assets
Investment securities 30,670 36,379
Shares of subsidiaries and associates 224,713 228,721
Equity invested in associates 314 314
Long-term loans receivable 4 3,782
Prepaid pension cost 2,168 2,342
Other 290 492
Allowance for doubtful accounts (16) (18)
Total investments and other assets 258,144 272,014
Total fixed assets 295,593 315,431
Total assets 352,912 367,603

-123-



(Million yen)

Previous fiscal year
(As of December 31, 2024)

Fiscal year under review
(As of December 31, 2025)

Liabilities
Current liabilities
Electronically recorded obligations
Accounts payable

Short-term loans payable
Short-term loans payable from subsidiaries and
associates

Commercial papers
Current portion of loans payable
Accounts payable-other
Income taxes payable
Provision for bonuses
Current portion of bonds payable
Provision for business restructuring
Other
Total current liabilities
Long-term liabilities
Bonds payable
Long-term loans payable
Deferred tax liabilities
Provision for executive officers’ retirement benefits
Provision for environment and safety measures
Other
Total long-term liabilities
Total liabilities
Net assets
Shareholders’ equity
Capital stock
Capital surplus
Capital reserve
Other capital surplus
Total capital surplus
Retained earnings
Legal retained earnings
Other retained earnings
Reserve for reduction entry of fixed assets
General reserve
Retained earnings carried forward
Total retained earnings
Treasury stock
Total shareholders’ equity
Valuation and translation adjustments
Valuation difference on other securities
Total valuation and translation adjustments
Total net assets

Total liabilities and net assets

*12,401 *12,545
*19,240 *17,545
*36,000 *3 6,000
12,811 11,310
59,500 47,000
8,120 3,120
13,114 *12,870
203 365
152 147

- 10,000

4,420 1,503
6,739 3,395
112,703 95,804
65,000 65,000
51,720 64,600
9,663 12,166
42 36

29 32

531 540
126,986 142,376
239,690 238,180
20,436 20,436
17,502 17,502
146 160
17,649 17,663
2,864 2,864
1,057 1,023
34,368 34,368
27,593 40,011
65,883 78,268
(7,068) (7,047)
96,901 109,320
16,320 20,102
16,320 20,102
113,221 129,422
352,912 367,603
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2) Statement of income

(Million yen)
Previous fiscal year Fiscal year under review
(January 1 (January 1
to December 31, 2024) to December 31, 2025)

Net sales *1 77,985 “173,560
Cost of sales *1 62,760 *1 58,000
Gross profit 15,224 15,560
Selling, general and administrative expenses *1,%210,211 *1,%210,789
Operating income 5,012 4,770
Non-operating income

Interest and dividend income *1 10,714 *1 11,541

Foreign exchange gains 1,375 615

Other *1 1,408 11,713

Total non-operating income 13,498 13,871
Non-operating expenses

Interest expenses “11,444 *12,108

Other *1 985 *1 999

Total non-operating expenses 2,430 3,108
Ordinary income 16,081 15,533
Extraordinary income

Gain on sale of investment securities 39 4,199

Reversal of provision for business restructuring - *3 445

Gain on sales of fixed assets *4 50 *4 2

Total extraordinary income 90 4,647
Extraordinary losses

Loss on sale of equity invested in associates - 130

Loss on retirement of fixed assets *5 189 *5 93

Valuation loss on shares of subsidiaries and associates 31,861 -

Business restructuring expenses *6 4,840 -

Loss on valuation of investments in capital of

subsidiaries and associates 3,384 .

Impairment loss 2,646 -

Total extraordinary losses 42,922 223
Net income (loss) before income taxes (26,750) 19,958
Income taxes - current 531 695
Income taxes - deferred 3,262 472
Total income taxes 3,793 1,168
Net income (loss) (30,544) 18,789
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3) Statement of changes in equity

Previous fiscal year (January 1 to December 31, 2024)

(Million yen)
Shareholders’ equity
Capital surplus Retained earnings
Other retained earnings
. Total
Capital Ti
;tlgéf Capital Other Total Legal Regerve Retained Total rseigsclliry sheireho'lde
reserve capital capital | retained or ctamed | retained rs” equity
surplus | surplus | earnings | reduction | General | earnings | earnings
entry of | reserve | carried
fixed forward
assets

E:rliao‘ace at beginning of 20,436 | 17,502 40 | 17,543 2,864 1,077 | 34,368 | 65,154 | 103,465 | (7,225) | 134,218
Change during period

Dividends of surplus (7,036) | (7,036) (7,036)

Net income (loss) (30,544) | (30,544) (30,544)

Reversal of reserve for

reduction entry of fixed 19) 19 - -

assets

Purchase of treasury

stock M M

Disposal of treasury 106 106 159 265

stock

Net change in items

other than shareholders’

equity
Total change in items - - 106 106 . (19) - | 37,561y | (37,581) 157 | (37.316)
during period > > ?
Balance at end of period 20,436 17,502 146 17,649 2,864 1,057 | 34,368 | 27,593 65,883 | (7,068) | 96,901

Valuation and
translation adjustments

. Total
Valuation p Total net
difference Val;?éw“ assets
on other .
< | translation
securities adjustments
Balance at beginning of 13,382 13382 | 147.601
period
Change during period
Dividends of surplus (7,036)
Net income (loss) (30,544)
Reversal of reserve for
reduction entry of fixed -
assets
Purchase of treasury )
stock
Disposal of treasury 265
stock
Net change in items
other than shareholders’ 2,937 2,937 2,937
equity
Ll change in items 2,937 2,937 | (34,379)
uring period
Balance at end of period 16,320 16,320 | 113,221
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Current fiscal year (January 1 to December 31, 2025)

(Million yen)

Shareholders’ equity

Capital
stock

Capital surplus

Retained earnings

Capital
reserve

Other
capital
surplus

Total
capital
surplus

Other retained earnings

Legal Reserve
retained for
carnings | reduction
entry of

fixed

assets

General
reserve

Retained
earnings
carried
forward

Total
retained
earnings

Treasury
stock

Total
shareholde

18’ equity

Balance at beginning of
period

20,436

17,502

146

17,649

2,864 1,057

34,368

27,593

65,883

(7,068)

96,901

Change during period

Dividends of surplus

(6,404)

(6,404)

(6,404)

Net income (loss)

18,789

18,789

18,789

Reversal of reserve for
reduction entry of fixed
assets

(33)

33

Purchase of treasury
stock

©

©

Disposal of treasury
stock

13

21

34

Net change in items
other than shareholders’

equity

Total change in items
during period

13

- (33)

12,418

12,384

20

12,418

Balance at end of period

20,436

17,502

160

17,663

2,864 1,023

34,368

40,011

78,268

(7,047)

109,320

Valuation and

translation

adjustments

Valuation
difference
on other
securities

Total
valuation
and
translation
adjustments

Total net
assets

Balance at beginning of
period

16,320

16,320

113,221

Change during period

Dividends of surplus

(6,404)

Net income (loss)

18,789

Reversal of reserve for
reduction entry of fixed
assets

Purchase of treasury
stock

0

Disposal of treasury
stock

34

Net change in items
other than shareholders’

equity

3,782

3,782

3,782

Total change in items
during period

3,782

3,782

16,200

Balance at end of period

20,102

20,102

129,422
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Notes to Financial Statements

(Significant accounting policies)

1. Basis and method of valuation of assets

(1

@)

©)

Valuation standards and methods for marketable securities
a. Shares of subsidiaries
Based on the moving average cost method.
b. Other securities
Securities other than shares without market value
Market value method (all valuation gains or losses are treated as a component of net assets, with the cost of securities
sold calculated according to the moving average method).
Shares without market value
Based on the moving average cost method.

Valuation standards and methods for derivatives
Based on market value method.

Valuation standards and methods for inventories

Merchandise, finished goods, semi-finished products, raw materials, work in progress, supplies:
The Company employs the cost method based on monthly average method (values in the balance sheet are subject to the
book value reduction based on a decline in profitability).

2. Depreciation methods for fixed assets

(1

@)

)

Tangible fixed assets (excluding leased assets)

Based on declining-balance method. However, the accounting of buildings (excluding auxiliary facilities) acquired on or after
April 1, 1998 and auxiliary facilities and structures acquired on or after April 1, 2016 is based on the straight-line method.

The useful life of each of these structures is as follows:

Buildings 3 to 50 years
Structures 2 to 60 years
Machinery and equipment 2 to 22 years

Intangible fixed assets (excluding leased assets)

Based on straight-line method.
Software for internal use is amortized on a straight-line basis over the period of internal use (5 years).

Leased assets
Depreciation is calculated by using the straight-line method which considers the residual value to be zero and treats the lease
term as the useful life of the asset.

3. Standards for recognition of allowances

(M

@)

®)

4)

Allowance for doubtful accounts

To provide for losses due to uncollectible general accounts receivables, such allowance is calculated based on reasonable
standards such as historical collection losses. For specific accounts receivables such as doubtful accounts receivables, a case-by-
case review is conducted and an estimation of the uncollectible amount is recorded.

Provision for bonuses
To provide for bonuses to employees, a reserve is recorded based on the estimated amount to be paid out in the fiscal year under

review.

Provision for retirement benefits

To provide for retirement benefits to employees, a provision is recorded based on the estimated retirement benefit obligations
and pension assets as of the end of the fiscal year under review.

Actuarial gains and losses are amortized on a straight-line basis over a certain period of years (10 years), which is within the
average remaining service period of employees, commencing from the succeeding fiscal year.

Prior service costs are treated as a one-time charge in the fiscal year of their accrual.

Provision for executive officers’ retirement benefits

To provide for executive officers’ retirement benefits, the required amount is recorded at the end of the fiscal year based on
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)

internal rules.

Provision for environment and safety measures

As a provision for expenses such as PCB waste disposal expenses based on the Act on Special Measures concerning Promotion
of Proper Treatment of PCB Wastes, an amount that can be reasonably estimated to be incurred by the end of the fiscal year is
recorded.

(6) Provision for business restructuring

As a provision for losses arising from business restructuring, an amount that can be reasonably estimated to be incurred by the
end of the fiscal year is recorded.

4. Standards for revenues and expenses

The Company manufactures and sells products in Carbon Black, Fine Carbon, Graphite Electrodes, and Other Operations.
With respect to sales of products, revenue is recognized at the amount expected to be received as consideration at the time of

delivery of products, in principle, because it is determined that customers gain control over the products and performance obligations
are fulfilled at the time of delivery of the products. In domestic sales, revenue is recognized at the time of shipment if the period

from the time of shipment to the time when control of the product is transferred to the customer is a normal period. In export sales,

revenue is recognized upon transfer of risk to customers based on trade terms stipulated in Incoterms and other agreements.
The consideration for the transaction is received within approximately four months from the time when the performance obligation

is satisfied and does not include any significant financial elements.

5. Other significant basis for preparation of financial statements

(1

@)

©)

4)

Standard for translation of foreign currency-denominated assets or liabilities into Japanese yen
Monetary assets and liabilities denominated in foreign currencies are translated into Japanese yen at the spot exchange rate at the
end of the fiscal year under review, and translation adjustments are treated as profits or losses.

Hedge accounting method

1) Hedge accounting method
Deferred hedge accounting is adopted. Foreign exchange forward contracts that meet the requirements for allocation treatment
are accounted for by the allocation treatment.

2) Hedging instruments and hedged items
The hedging instruments and hedged items are as follows.
Hedging instruments  Foreign exchange forward contracts
Hedged items Foreign currency receivables and payables and forecasted foreign currency transactions

3) Hedging policy
In accordance with the internal regulations that prescribe the authority and transaction limit for derivative transactions, foreign
exchange risks pertaining to hedged items are hedged within a certain range.

4) Method for assessing hedge effectiveness
The method for assessing the effectiveness of hedges is to check whether there is a high correlation between the hedged item’s
market fluctuation or cash flow fluctuation and the hedging instrument’s market fluctuation or cash flow fluctuation.

Accounting for retirement benefits

The accounting method for unrecognized actuarial differences on retirement benefits is different from the method used in the
consolidated financial statements.

Accounting method for deferred assets

For bond issuance costs, the full amount is recorded as expenses at the time of expenditure.
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(Significant accounting estimates)

1. Assessment of shares of subsidiaries and associates

(1) Amounts included in the current fiscal year’s financial statements

(Million yen)

Previous fiscal year

Fiscal year under review

associates

Shares of subsidiaries and associates 224,713 228,721
Of which shares of Tokai COBEX HoldCo 73.616 73.616
GmbH

Valuation loss on shares of subsidiaries and 31.861 _

(2) Information on significant accounting estimates related to the identified items

1) Method of calculating the amount included in the current fiscal year’s financial statements

For shares of subsidiaries and associates without market value, the actual value shall be the net assets per share or the value
reflecting excess earning power in the net assets per share. If the actual value has significantly decreased, the book value is
written down to the actual value and the recognition of loss on valuation is required unless there is sufficient evidence of
performance recoverability.

No write-down has been recognized in the fiscal year because the real value of the shares of subsidiaries and associates has
not declined significantly.

2) Major assumptions used in the calculation

The calculation of the actual value reflecting the excess earning power and the determination of whether the recoverability is
supported by sufficient evidence are based on the business plan of the subsidiaries and associates that takes into account
assumptions regarding the growth rate in net sales and estimated amounts for cost of sales and selling, general and
administrative expenses.

3) Impact on financial statements for the following fiscal year

The financial results of the subsidiaries and associates may be affected by uncertain economic and business conditions in the
future, and if it becomes necessary to review the above major assumptions, it may have a significant impact on the amount of

shares of subsidiaries and associates on the financial statements of the following fiscal year.

2. Assessment of fixed assets

(1) Amounts included in the current fiscal year’s financial statements

(Million yen)

Previous fiscal year

Fiscal year under review

Tangible fixed assets 35,422 41,068
Intangible assets 2,025 2,349
Impairment losses 2,646 -

(2) Information on significant accounting estimates related to the identified items

The same as described in “Notes (Significant accounting estimates) 1. Assessment of fixed assets (excluding goodwill and

customer-related assets)” of the consolidated financial statements.

3. Deferred tax assets recoverability

(1) Amounts included in the current fiscal year’s financial statements

(Million yen)

Previous fiscal year

Fiscal year under review

Deferred tax assets

Deferred tax assets (amount before
offsetting with deferred tax liabilities)

2,111

1,849

(2) Information on significant accounting estimates related to the identified items

The same as described in “Notes (Significant accounting estimates) 3. Deferred tax assets recoverability” of the consolidated
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financial statements.

(Change in Presentation Method)
(Balance sheet)
“Long-term loans receivable,” which was included in “Other” under “Investments and other assets” in the previous fiscal year, has
been separately presented from this fiscal year due to its materiality. The financial statements for the previous fiscal year have been
reclassified to reflect this change in presentation.
As a result, ¥294 million, which was presented as “Other” under “Investments and other assets” in the balance sheet for the previous
fiscal year, has been reclassified as ¥4 million in “Long-term loans receivable” and ¥290 million in “Other.”

(Statement of income)

“Rental equipment expenses” and “Bond issuance costs,” which were presented separately under “Non-operating expenses” in the
previous fiscal year, have been included in “Other” from this fiscal year because their amounts have become immaterial. The financial
statements for the previous fiscal year have been reclassified to reflect this change in presentation.

As a result, ¥262 million in “Rental equipment expenses,” ¥255 million in “Bond issuance costs,” and ¥467 million in “Other,” which
were presented under “Non-operating expenses” in the statements of income for the previous fiscal year, have been reclassified as
¥985 million in “Other.”
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(Notes regarding balance sheet)

Monetary claims and monetary debts in subsidiaries and associates (excluding those shown separately)

Previous fiscal year Fiscal year under review

(December 31, 2024) (December 31, 2025)
Short-term monetary claims ¥8,407 million ¥4,800 million
Short-term monetary debts 774 521

*2 Reduction entry amount

Reduction entry amounts for national subsidies, etc. and gain on insurance claims are deducted from each asset’s acquisition
price.

Previous fiscal year Fiscal year under review
(December 31, 2024) (December 31, 2025)
(Current portion) (Current portion)
Buildings ¥191 million ( ¥-0 million ) ¥303 million ( ¥112 million )
Structures 19 ( - ) 19 ( - )
Machinery and equipment 792 ( 1 ) 953 ( 160 )
Tools, furniture and fixtures 2 ( 2 ) 16 ( 13 )
Total 1,007 ( ) 1,293 ( 286 )

* 3 Overdraft facility agreements and loan commitment line agreements

The Company has overdraft facility agreements and loan commitment line contracts with nine financial institutions to facilitate
the efficient procurement of working capital. At the end of the fiscal year, the balance of unexecuted loans under these agreements
was as follows.

Previous fiscal year Fiscal year under review
(December 31, 2024) (December 31, 2025)
Total value of overdraft limits and loan commitment line ¥66,000 million ¥84,000 million
contracts
Executed loans 6,000 6,000
Unused balance 60,000 78,000

Guarantee obligations

The breakdown of guarantees for bank loans is as follows.
Previous fiscal year (December 31, 2024)

. Content of guaranteed
Surety Amount (Million yen) obligations
. . 216
Tokai Carbon (Dalian) Co., Ltd. (10,000,000 CNY) Bank loans
. 2,073
Tokai COBEX GmbH (11,913,000 EUR, 5,000,000 CNY, etc.) Bank guarantees (Note)
Total 2,289

(Note) Guarantees are provided for the issuance of letters of guarantee by banks mainly in connection with performance
guarantees for orders received, refund guarantees for advances received, etc.

Current fiscal year (December 31, 2025)

o Content of guaranteed
Surety Amount (million yen) obligations
. . 223
Tokai Carbon (Dalian) Co., Ltd. (10,000,000 CNY) Bank loans
. 1,476
Tokai COBEX GmbH (7,524,000 EUR, 3,995,000 CNY, etc.) Bank guarantees (Note)
Total 1,699

(Note) Guarantees are provided for the issuance of letters of guarantee by banks mainly in connection with performance
guarantees for orders received, refund guarantees for advances received, etc.
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(Notes regarding statement of income)

*1

*2

Transaction with subsidiaries and associates

Previous fiscal year Fiscal year under review
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
Operating transactions
Net sales ¥16,952 million ¥13,411 million
Purchase amount 5,676 4,937
Transactions other than operating 11.259 13,496

transactions

Selling expenses accounted for around 18% in the previous fiscal year and around 17% in the current fiscal year, while general
and administrative expenses accounted for around 82% in the previous fiscal year and 83% in the current fiscal year.

Major items included in selling, general and administrative expenses and their amounts are as follows.

Previous fiscal year Fiscal year under review
(January 1 (January 1
to December 31, 2024) to December 31, 2025)

Warehousing and shipping expenses ¥1,752 million ¥1,741 million
Sales commission 45 47
?ciiﬁ-ﬁzs to allowance for doubtful 2) )
Salaries and allowances 2,378 2,444
Additions to provision for bonuses 44 47
Retirement benefit expenses 9 33
Additions to provision for executive 12 10
officers’ retirement benefits
Amount paid to subcontractors 283 230
Depreciation 294 358
Rent expenses 454 410
Research and development expenses 1,818 2,277

* 3 Reversal of provision for business restructuring

* 4

Previous fiscal year (January 1 to December 31, 2024)
Not applicable.

Current fiscal year (January 1 to December 31, 2025)

This is a reversal related to Graphite Electrodes due to a partial reversal of provision for business restructuring recorded in the
previous fiscal year.

Gains on sales of fixed assets are as follows.

Previous fiscal year Fiscal year under review
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
Vehicles and transport equipment ¥Imillion ¥1million
Other tangible fixed assets 49 1
Other intangible assets 0 -
Total 50 2

(Change in Presentation Method)
“Other,” which was presented in the previous fiscal year, will be presented separately as “Other tangible fixed assets” and
“Other intangible assets” from the viewpoint of enhancing clarity. In addition, “Structures,” “Machinery and equipment,”
“Tools, furniture and fixtures,” and “Land,” which were presented separately in the previous fiscal year, have been included in
“Other tangible fixed assets” from this fiscal year because their amounts have become immaterial. To reflect this change in
presentation, the notes of the previous fiscal year have been reclassified.
As aresult, ¥4 million in “Structures,” ¥19 million in “Machinery and equipment,” ¥16 million in “Tools, furniture and fixtures,”
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¥8 million in “Land” and ¥0 million in “Other,” which were presented in the previous fiscal year, have been reclassified as ¥49
million in “Other tangible fixed assets” and ¥0 million in “Other intangible assets.”

*5 Loss on retirement of fixed assets are as follows.
Previous fiscal year Fiscal year under review
(January 1 (January 1
to December 31, 2024) to December 31, 2025)
Other tangible fixed assets ¥1 million ¥0 million
Demolition expenses 188 92
Total 189 93

(Change in Presentation Method)
“Buildings,” which was presented separately in the previous fiscal year, has been included in “Other tangible fixed assets”
from this fiscal year because its amount has become immaterial. To reflect this change in presentation, the notes of the previous

fiscal year have been reclassified.
As a result, ¥1 million in “Buildings” and ¥0 million in “Other,” which were presented in the previous fiscal year, have been
reclassified as ¥1 million in “Other tangible fixed assets.”

*6 Business restructuring expenses
Previous fiscal year (January 1 to December 31, 2024)
In Graphite Electrodes, business restructuring expenses of ¥4,743 million (fixed assets dismantling and removal and
relocation expenses of ¥2,028 million, retirement payments and penalties for contract cancellation, etc. of ¥1,103 million,
inventories disposal expenses, etc. of ¥357 million, and other related expenses of ¥1,253 million), and expenses associated
with the withdrawal of production from some businesses of ¥96 million were recorded.

Current fiscal year (January 1 to December 31, 2025)
Not applicable.
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(Notes regarding marketable securities)

Shares of subsidiaries

Previous fiscal year (December 31, 2024)

IAmount recorded on balance]

Current fiscal year (December 31, 2025)

Category sheet Market value (Million yen) | Difference (Million yen)
(Million yen)
Shares of subsidiaries 18,577 44,882 26,305
Total 18,577 44,882 26,305
(Note) Shares etc. with no market value recorded on balance sheet not included above
(Million yen)
Catego Previous fiscal year
gory (December 31, 2024)
Shares of subsidiaries 206,136

IAmount recorded on balance
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Category sheet Market value (Million yen) | Difference (Million yen)
(Million yen)
Shares of subsidiaries 18,577 91,523 72,946
Total 18,577 91,523 72,946
(Note) Shares etc. with no market value recorded on balance sheet not included above
(Million yen)
Cateoo Fiscal year under review
gory (December 31, 2025)
Shares of subsidiaries 210,144




(Notes regarding tax effect accounting)

1. Breakdown of deferred tax assets and liabilities by major cause

Previous fiscal year Fiscal year under review
(December 31, 2024) (December 31, 2025)
Deferred tax assets
]a)sesr(l)t:a;;)et; j/glgatlon loss on shares of subsidiaries and ¥11,503 million ¥10,838 million
Excess depreciation 1,959 1,886
Redemption of shares of subsidiaries and associates 558 1,188
Provision for business restructuring 1,324 451
Tax loss carryforward 3,288 2,729
Other 980 839
Deferred tax assets (subtotal) 19,616 17,934
Valuation allowance for tax loss carryforward (1,709) (1,862)
(\;_aluation allowance for total deductible temporary (15,795) (14,222)
ifference
Valuation allowance (subtotal) (17,505) (16,084)
Total deferred tax assets 2,111 1,849
Deferred tax liabilities
Redemption of shares of subsidiaries and associates (3,871) (4,000)
Valuation difference on other securities (6,794) (8,825)
Reserve for reduction entry of fixed assets (453) (459)
Prepaid pension cost (650) (726)
Other @) 4)
Total deferred tax liabilities (11,774) (14,016)
Net deferred tax liabilities (9,663) (12,166)

2. Breakdown of items that caused significant differences between the statutory tax rate and the effective tax rate after application of tax

effect accounting

Previous fiscal year Fiscal year under review
(December 31, 2024) (December 31, 2025)
Statutory tax rate -% 30.0%
(Adjustments)
Entertainment expenses and other permanently non- ) 0.8
deductible expenses ’
Dividend income and other permanently non-taxable - (16.3)
income '
Withholding tax on dividend income from overseas _ 11
subsidiaries .
Valuation allowance - ©.7)
Other - (0.0)
Effective tax rate after application of tax effect _ 59
accounting .

(Note) As the previous fiscal year recorded a net loss before income taxes, notes are omitted.

3. Revision of deferred tax assets and deferred tax liabilities amounts due to a change in income tax rate
The “Act for Partial Revision of the Income Tax Act, etc.” (Act No. 13 of 2025) was enacted on March 31, 2025. As a result, the
“Special Corporate Tax for Defense” will be imposed from the fiscal year beginning on or after April 1, 2026.
Accordingly, for deferred tax assets and deferred tax liabilities related to temporary differences expected to be resolved in or after
the fiscal year beginning on January 1, 2027, the statutory tax rate was changed from 30.0% to 31.0%.
As a result of this change in tax rate, the amount of deferred tax liabilities (the amount after deducting the amount of deferred tax
assets) increased by ¥417 million, income taxes - deferred increased by ¥133 million, and valuation difference on other securities
decreased by ¥284 million.
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(Business Combinations)
Notes have been omitted as the same content is shown under “Notes regarding business combinations” of the consolidated financial
statements.

(Revenue Recognition)
Information that provides the basis for understanding revenue arising from customer contracts can be found in “Notes to Financial
Statements (Significant accounting policies) 4. Standards for revenues and expenses.”

(Significant Subsequent Events)
Not applicable

4) Supplementary Schedules
Schedule of Tangible Fixed Assets

(Million yen)
Balance at Decrease Cumulative
L. Increase . Amount Balance at
Category Assets beginning of | | . . during . . amount of
- during period . amortized |end of period .
period period depreciation
Tangible fixed | g 41 dings 8,376 2,872 14 590 10,644 21,100
assets
Structures 2,421 667 5 272 2,811 12,078
Machinery and 13,844 4,758 58 3,842 14,701 97,164
equipment
Veh_lcles and transport 25 77 0 33 69 320
equipment
Tools, fumiture and 1,023 598 6 689 926 5,418
fixtures
Land 4,369 - - - 4,369 -
Construction in 5,360 11,480 9,294 ; 7,546 -
progress
Total 35,422 20,454 9,379 5,429 41,068 136,085
Intangible assets | Software 2,012 770 45 401 2,335 -
Other 13 - 0 0 13 -
Total 2,025 770 45 401 2,349 -

(Notes) The significant items included in the increase during the period in tangible fixed assets are as follows:

o Chigasaki . . - o
Buildings Laboratory Fine carbon manufacturing facility ¥1,385 million
Mac.hlnery and Fuji Research Research and development facilities ¥2.147 million
equipment Laboratory and equipment
Maghmery and Chita Plant Carbon black manufacturing facility ¥1,120 million
equipment
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Schedule of Provisions

(Million yen)

Item Balance ;‘;EZ%I nning of Increase during period | Decrease during period | Balance at end of period
Allowance for doubtful 38 ) 1 37
accounts
Provision for bonuses 152 147 152 147
Provision for executive
officers’ retirement 42 11 17 36
benefits
Provision for
environment and safety 29 96 93 32
measures
Provision for business 4420 163 3,080 1,503

restructuring

(2) Principal Assets and Liabilities
Because the consolidated financial statements have been compiled, this entry is omitted here.

(3) Other
Not applicable
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Section 6 Outline of Stock-related Administration of Submitting Company

Fiscal year From January 1 to December 31

Annual General Meeting of

Shareholders In March

Record date December 31

June 30
December 31

Record date for dividends of
surplus

Number of shares

constituting one unit 100 shares (Note) 1

Purchase and additional
purchase of odd-lot shares

(Special Account)
Handling office 1-4-5, Marunouchi, Chiyoda-ku, Tokyo
Stock Transfer Agent Department, Mitsubishi UFJ Trust and Banking Corporation
. (Special Account)
iléf:gﬁl;;lgzol:eglstry 1-4-5, Marunouchi, Chiyoda-ku, Tokyo
Mitsubishi UFJ Trust and Banking Corporation
Agency -

Commissions are set at 85% of the amount obtained based on the number of odd-lot shares purchased

or additionally purchased, after calculating a per-unit amount using the formula shown below.

(Formula) As outlined below based on the total amount obtained by multiplying the per-share
purchase price by the number of shares constituting one unit.

Equal to or less than ¥1 million 1.150%
Commission for purchase More than ¥1 million and equal to or less than ¥5 million 0.900%
and additional purchase More than ¥5 million and equal to or less than ¥10 million 0.700%
More than ¥10 million and equal to or less than ¥30 million 0.575%
More than ¥30 million and equal to or less than ¥50 million 0.375%

(Fractions of less than one yen rounded down)
However, commissions set at ¥2,500 where the calculated amount per unit is below
¥2,500, and ¥272,500 where the calculated amount per unit is above ¥50 million.
Electronic public notice
URL for public notice: https://www.tokaicarbon.co.jp/en/

Method of public notice However, if public notice cannot be provided electronically due to the occurrence of an accident
or other unavoidable circumstances, public notice shall be published in the Nihon Keizai
Shimbun.

Shareholder benefits Shareholder special benefit program (Note) 2

(Notes) 1. In accordance with the Company’s articles of incorporation, shareholders’ rights with respect to odd-lot shares consist
only of: the right to make a claim under the provisions of Article 166, Paragraph 1 of the Companies Act; rights
specified in each Item of Article 189, Paragraph 2 of the Companies Act; the right to receive share subscription or
allotment of stock acquisition rights in accordance with the number of shares held by the shareholder; and the right
to make a request for the sale of odd-lot shares.

2. The benefits outlined below are offered to shareholders who are recorded in the shareholder registry as of December
31 each year and hold at least 100 common shares of the Company over a minimum specified period, as well as other
shareholders who hold at least 1,000 shares.

* Shareholders can receive items of their choice from the Company’s original catalog, with eligibility depending on the
number of shares held and the length of their continuous holding period.

Continuous holding period

Number of shares held At least 1 year, but less than

3 years At least 3 years

Less than 1 year

At least 100 shares, but less

than 500 shares

Items with value of ¥2,000

Items with value of ¥3,000

At least 500 shares, but less
than 1,000 shares

Items with value of ¥3,000

Items with value of ¥5,000

At least 1,000 shares

Items with value of ¥3,000

Items with value of ¥5,000

Items with value of ¥8,000
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https://www.tokaicarbon.co.jp/en/

Section 7 Reference Information on Submitting Company

1 Information on Parent of Submitting Company, etc.
The Company does not have a parent company, etc. as defined in Article 24-7, Paragraph 1 of the Financial Instruments and

Exchange Act.

Other Reference Information

From the beginning of the current fiscal year until the filing date of this Securities Report, the Company has filed the following

documents.

(1

@

©)

4)

)

(6)

(N

®)

©)

Securities Report, appendices, and confirmation letter

Fiscal year (Fiscal 2024) (January 1 to December 31, 2024), filed to the Director-General of the Kanto Local Finance Bureau on
March 27, 2025

Internal control report and appendices

Fiscal year (Fiscal 2024) (January 1 to December 31, 2024), filed to the Director-General of the Kanto Local Finance Bureau on
March 27, 2025

Semi-annual securities report and confirmation letter

(2nd quarter of fiscal 2025) (January 1 to June 30, 2025), filed to the Director-General of the Kanto Local Finance Bureau on
August 8, 2025

Extraordinary report

Extraordinary report based on Article 19, Paragraph 2, Items 12 and 19 (Record an Extraordinary Loss) of the Cabinet Office
Ordinance on Disclosure of Corporate Affairs, etc. filed to the Director-General of the Kanto Local Finance Bureau on February
12, 2025.

Extraordinary report

Extraordinary report based on Article 19, Paragraph 2, Item 9-2 (Results of Exercise of Voting Rights at General Meeting of
Shareholders) of the Cabinet Office Ordinance on the Disclosure of Corporate Affairs, etc., filed to the Director-General of the
Kanto Local Finance Bureau on March 31, 2025.

Extraordinary report

Extraordinary report based on Article 19, Paragraph 2, Item 3 (Acquisitions of Subsidiaries Resulting in Changes in Specified
Subsidiaries) of the Cabinet Office Ordinance on the Disclosure of Corporate Affairs, etc., filed to the Director-General of the
Kanto Local Finance Bureau on July 7, 2025.

Extraordinary report

Extraordinary report based on Article 19, Paragraph 2, Item 12 (Sale of Investment Securities) of the Cabinet Office Ordinance
on the Disclosure of Corporate Affairs, etc., filed to the Director-General of the Kanto Local Finance Bureau on November 6,
2025.

Shelf registration statement (share certificates, bonds payable certificates, etc.) and appendices

Filed to the Director-General of the Kanto Local Finance Bureau on January 30, 2026

Amended shelf registration statement (share certificates, bonds payable certificates, etc.) and appendices

Filed to the Director-General of the Kanto Local Finance Bureau on February 12, 2026

(10) Shelf registration supplements (share certificates, bonds payable certificates, etc.) and appendices

Filed to the Director-General of the Kanto Local Finance Bureau on March 11, 2026
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Part 2 Information on Submitting Company’s Surety Company, etc.

Not applicable
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Independent Auditor’s Audit Report and Internal Control Audit Report

March 26, 2026
Tokai Carbon Co., Ltd.
To: The Board of Directors

KPMG AZSALLC
Tokyo Office

Designated Limited . .
Liability Partner and Certified public Ryoichi Isashi

; accountant
Executive Member
Designated Limited . .
Liability Partner and Certified public Takeshi Nakatani

accountant

Executive Member

<Audit of consolidated financial statements>

Audit Opinion

To provide an audit attestation as stipulated in Article 193-2, Paragraph 1 of the Financial Instruments and Exchange Act, we have audited
the consolidated financial statements of Tokai Carbon Co., Ltd. included in the “Status of Accounting” section, which consist of the
consolidated balance sheet, consolidated statement of income, consolidated statement of comprehensive income, consolidated statement
of changes in equity, consolidated statement of cash flows, significant basis for preparation of consolidated financial statements, other
notes, and consolidated supplementary schedules for the fiscal year from January 1 to December 31, 2025.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Tokai Carbon Co., Ltd. and its consolidated subsidiaries as of December 31, 2025, and their operating results and cash flows for the
consolidated fiscal year ended on that day in conformity with the generally accepted accounting principles as fair and valid in Japan.

Basis for the Audit Opinion

We conducted our audit in accordance with auditing standards that are generally accepted as fair and valid in Japan. Our responsibility
under auditing standards is described in “Auditor’s Responsibility for Auditing Consolidated Financial Statements.” We are independent
of the Company and its consolidated subsidiaries and fulfill our other ethical responsibilities as an auditor in accordance with provisions
of the Code of Professional Ethics in Japan (including the provisions applicable to the audit of financial statements of entities with high
social impact). We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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Key Audit Matters
The key audit matters are what the auditor considers to be of particular professional importance in the audit of current fiscal year’s
consolidated financial statements. The key audit matters are the response to the audit process and the formation of an audit opinion on

the consolidated financial statements as a whole, and we do not express an opinion on this matter individually.

Appropriateness of Judgment on Evaluation of Fixed Assets for Smelting and Lining

Contents and reasons for decision
of key audit matters

Audit response

The ¥290,429 million of tangible fixed assets and ¥13,039
million of intangible fixed assets (excluding goodwill and
customer-related assets) recorded in the Consolidated Balance
Sheets of Tokai Carbon Co., Ltd. (hereinafter the “Company”)
as of the end of the current consolidated fiscal year include
¥53,706 million of fixed assets (¥49,475 million of tangible
fixed assets and ¥4,231 million of intangible fixed assets) held
by overseas subsidiaries belonging to Smelting and Lining as
described in Notes “(Significant accounting estimates) 1.
Assessment of fixed assets (excluding goodwill and customer-
related assets).” This amount accounts for approximately 8% of
consolidated total assets.

Overseas subsidiaries operating Smelting and Lining apply
International Financial Reporting Standards, and cash-
generating units including fixed assets are tested for impairment
whenever there is an indication that they may be impaired. If,
as a result, the recoverable amount is less than the book value,
the book value is reduced to the recoverable amount and the
decrease in the book value is recognized as impairment losses.
The recoverable amount is determined as the higher of either
value in use or fair value less costs of disposal.

The Company determined whether there is any indication of
impairment with respect to the fixed assets of Smelting and
Lining in accordance with IAS 36, confirmed the achievement
of the business plan, and evaluated the feasibility of the future
business plan. As a result, the Company has determined that
there is no indication of impairment.

The future business plan includes assumptions regarding the
expected net sales, operating income or loss, and selling,
general and administrative expenses of the business as
described in Notes “(Significant accounting estimates) 1.
Assessment of fixed assets (excluding goodwill and customer-
related assets).” Because of the uncertainty associated with
these assumptions, management judgment is required to
determine the indication of impairment.

Accordingly, we believe that the appropriateness of the
judgment on the indication of impairment of fixed assets held
by overseas subsidiaries belonging to Smelting and Lining is
particularly important for the audit of the Company’s
consolidated financial statements in the current fiscal year and
falls under the category of key audit matters.

In order to examine the appropriateness of the judgment
regarding the indication of impairment for fixed assets related
to Smelting and Lining, we instructed the auditors of Tokai
COBEX HoldCo GmbH, a subsidiary belonging to Smelting
and Lining, to communicate with us in a timely manner
regarding the status of its implementation. We also received
reports on the results of the implementation of auditing
procedures, including the following, and evaluated whether
sufficient appropriate audit evidence had been obtained.

@ Management was asked about the appropriateness of asset
groupings.

@ We sought to understand the most recent business
environment by asking questions to management, etc. and
inspecting related materials. In addition, we evaluated the
status of the gap between the business plans developed in
the past fiscal year and the actual results, as well as the cause
of the gap, and examined the appropriateness of the
judgment regarding indications of impairment.

@ Management was asked about net sales and operating
expenses, which are key assumptions included in the
business plans newly prepared by management for the
following and subsequent periods.
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Other Information

The other information comprises the information included in the Securities Report but does not include the consolidated financial
statements, financial statements, and our auditor’s report thereon. Management is responsible for the preparation and presentation of the
other information. The Audit & Supervisory Board Members and the Audit & Supervisory Board are responsible for overseeing the
Directors’ performance of their duties with regard to streamlining and operating the reporting process for the other information.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact.

We have nothing to report in this regard.

Responsibilities of Management, Audit & Supervisory Board Members and Audit & Supervisory Board for Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with the
generally accepted accounting principles in Japan. Responsibilities include those for designing and operating an internal control system
as management deems necessary in order to prepare and properly present consolidated financial statements that are free from material
misstatement due to fraud or error.

In preparing consolidated financial statements, management is responsible for assessing whether it is appropriate to prepare the same
based on the going concern assumption as well as for disclosing matters concerning a going concern if it is necessary to do so based on
accounting standards generally accepted as fair and valid in Japan.

Audit & Supervisory Board Members and the Audit & Supervisory Board are responsible for overseeing the Directors’ execution of their
duties in the development and operation of the financial reporting process.

Auditor’s Responsibility for Auditing Consolidated Financial Statements

Our responsibility is to express an opinion on the consolidated financial statements in the audit report from an independent standpoint
based on the audit by the auditor, after obtaining reasonable assurance about whether the consolidated financial statements as a whole
are free of material misstatement due to fraud or error. A misstatement is deemed material if it may arise from fraud or error, and it is
reasonably expected, either individually or in aggregate, to affect the decision making of the users of the consolidated financial statements.

We shall, in accordance with auditing standards generally accepted as fair and valid in Japan, make professional judgments throughout
the auditing process and, with professional skepticism, shall:

+ Identify and assess the risk of material misstatement due to fraud or error. Moreover, we shall plan and implement audit procedures
to address material misstatement risks. Audit procedures shall be selected and applied at the discretion of the Auditor. Furthermore,
sufficient and appropriate audit evidence shall be obtained for the basis of the audit opinion.

+ The purpose of auditing the consolidated financial statements is not to express an opinion on the effectiveness of the entity’s
internal control, but in conducting risk assessment, we shall examine internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances.

+ Assess the appropriateness of accounting policies adopted by management and the methods of their application as well as the
reasonableness of accounting estimates made by management and the appropriateness of any related notes.

+ Determine whether it is appropriate for management to prepare consolidated financial statements based on going concern
assumptions, and based on the audit evidence obtained, whether there are significant uncertainties regarding the events or
circumstances that may raise significant doubt about the going concern assumptions. An audit report shall be required to draw
attention to the notes to the consolidated financial statements if significant uncertainties are recognized concerning the going
concern assumptions, or the expression of an opinion, with exceptions, on the consolidated financial statements shall be required
if the notes to significant uncertainties in the consolidated financial statements are not appropriate. Our conclusions are based on
audit evidence obtained up to the date of the audit report, but future events and circumstances may prevent the company from
continuing as a going concern.

- Evaluate the presentation, composition, and content of the consolidated financial statements, including the related notes, and
whether the consolidated financial statements appropriately present the transactions and accounting events on which they are
based, as well as whether the presentation and notes to the consolidated financial statements conform to accounting standards
generally accepted as fair and valid in Japan.
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+ Plan and conduct an audit of the consolidated financial statements to obtain sufficient and appropriate audit evidence on the
financial information of the Company and its consolidated subsidiaries as a basis for expressing an opinion on the consolidated
financial statements. We are responsible for directing, supervising and reviewing the audit on the consolidated financial statements.
An Auditor is solely responsible for the audit opinion.

We shall report to the Audit & Supervisory Board Members and the Audit & Supervisory Board on the scope and timing of the planned
audit, material audit findings, including material defects in internal control identified during the audit process, and other matters required
by the audit standards.

We shall report to the Audit & Supervisory Board Members and the Audit & Supervisory Board on compliance with the provisions of
the Code of Professional Ethics in Japan on independence, matters reasonably considered to affect the independence of the auditors, and
if measures are taken to remove any impediments or safeguards are applied to mitigate any impediments to an acceptable level, the
details thereof.

From the matters communicated with the Audit & Supervisory Board Members and the Audit & Supervisory Board, we determine those
matters that were of most significance in the audit of the consolidated financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

<Audit of internal control>

Audit Opinion

To provide an attestation as stipulated in Article 193-2, Paragraph 2 of the Financial Instruments and Exchange Act, we have audited the
internal control report of Tokai Carbon Co., Ltd. as of December 31, 2025.

In our opinion, the internal control report referred to above, in which Tokai Carbon Co., Ltd. states that the internal control over financial
reporting as of December 31, 2025, is effective, presents fairly, in all material respects, the assessment results of internal control over
financial reporting in conformity with evaluation standards for internal control over financial reporting generally accepted as fair and
valid in Japan.

Basis for the Audit Opinion

We conducted our internal control audit in accordance with the auditing standards for internal control over financial reporting generally
accepted as fair and valid in Japan. Our responsibility under the auditing standards for internal control over financial reporting is
described in “Auditor’s Responsibility for Auditing Internal Control.” We are independent of the Company and its consolidated
subsidiaries and fulfill our other ethical responsibilities as an auditor in accordance with provisions of the Code of Professional Ethics
in Japan (including the provisions applicable to the audit of financial statements of entities with high social impact). We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management, Audit & Supervisory Board Members and Audit & Supervisory Board for the Internal Control Report
Management is responsible for the development and operation of internal control over financial reporting, and for the preparation and
fair presentation of the internal control report in accordance with evaluation standards for internal control over financial reporting
generally accepted as fair and valid in Japan.

Audit & Supervisory Board Members and the Audit & Supervisory Board are responsible for overseeing and verifying the development
and operation of internal control over financial reporting.

There is a possibility that misstatements may not be completely prevented or detected by internal control over financial reporting.

Auditor’s Responsibility for Auditing Internal Control

Our responsibility is to express an opinion on the internal control report in the internal control audit report from an independent standpoint
based on the audit on internal control by the auditor, after obtaining reasonable assurance about whether the internal control report is
free of material misstatement.

We shall, in accordance with the auditing standards for internal control over financial reporting generally accepted as fair and valid in
Japan, make professional judgments throughout the auditing process and, with professional skepticism, shall:

+ Implement audit procedures to obtain audit evidence about the assessment results of internal control over financial reporting in
the internal control report. The internal control audit procedures shall be selected and applied at our discretion, based on the
significance of effects on the reliability of financial reporting.

- Examine the overall presentation of the internal control report, including the scope and procedures of assessment pertaining to
internal control over financial reporting, and statements by management on the results of the assessment.

+ Plan and conduct an internal control audit to obtain sufficient and appropriate audit evidence about the assessment results of
internal control over financial reporting in the internal control report. We are responsible for directing, supervising and reviewing
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the audit on the internal control report. An Auditor is solely responsible for the audit opinion.

We shall report to the Audit & Supervisory Board Members and the Audit & Supervisory Board on the scope and timing of the planned
audit on internal control, the results of the audit on internal control, material defects in internal control that are identified to be disclosed,
the results of correcting the same, and other matters required by the auditing standards for internal control.

We shall report to the Audit & Supervisory Board Members and the Audit & Supervisory Board on compliance with the provisions of
the Code of Professional Ethics in Japan on independence, matters reasonably considered to affect the independence of the auditors, and
if measures are taken to remove any impediments or safeguards are applied to mitigate any impediments to an acceptable level, the
details thereof.

<Information related to remuneration>

The amounts of fees based on audit attestation and fees based on non-audit services of the Company and its subsidiaries for the audit
firm and persons who belong to the same network as the audit firm are stated in Corporate Governance, etc. (3) Status of audits under
“Status of the Submitting Company.”

Conflict of Interest

Our firm and executive members have no interest in the Company and its consolidated subsidiaries for which disclosure is required under
the provisions of the Certified Public Accountants Act.

(Notes) 1. The original copy of the above audit report is kept separately by the Company (the company filing this securities
report).
2. XBRL data is excluded from the scope of audit.
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Independent Auditor’s Audit Report

March 26, 2026
Tokai Carbon Co., Ltd.
To: The Board of Directors

KPMG AZSALLC
Tokyo Office

Designated Limited . .
Liability Partner and Certified public Ryoichi Isashi

; accountant
Executive Member
Designated Limited . .
Liability Partner and Certified public Takeshi Nakatani

accountant

Executive Member

<Audit of financial statements>

Audit Opinion

To provide an audit attestation as stipulated in Article 193-2, Paragraph 1 of the Financial Instruments and Exchange Act, we have audited
the financial statements of Tokai Carbon Co., Ltd. included in the “Status of Accounting” section, which consist of the non-consolidated
balance sheet, non-consolidated statement of income, non-consolidated statement of changes in equity, important accounting policies,
other notes, and non-consolidated supplementary schedules for the fiscal year from January 1 to December 31, 2025.

In our opinion, the non-consolidated financial statements referred to above present fairly, in all material respects, the financial position
of Tokai Carbon Co., Ltd. as of December 31, 2025 and its operating results for the fiscal year ended on that day in conformity with the
generally accepted accounting principles as fair and valid in Japan.

Basis for the Audit Opinion

We conducted our audit in accordance with auditing standards that are generally accepted as fair and valid in Japan. Our responsibility
under auditing standards is described in “Auditor’s Responsibility for Auditing Non-consolidated Financial Statements.” We are
independent of the Company and fulfill our other ethical responsibilities as an auditor in accordance with provisions of the Code of
Professional Ethics in Japan (including the provisions applicable to the audit of financial statements of entities with high social impact).
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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Key Audit Matters

The key audit matters are what the auditor considers to be of particular professional importance in the audit of the fiscal year’s financial
statements. The key audit matters are the response to the audit process and the formation of the audit opinion on the financial statements
as a whole, and we do not express an opinion on this matter individually.

Appropriateness of Judgment Regarding the Evaluation of Shares of Subsidiaries and Associates (Tokai COBEX HoldCo GmbH)

Contents and reasons for decision
of key audit matters

Audit response

¥228,721 million in shares of subsidiaries and associates, which
is included in the balance sheet of Tokai Carbon Co., Ltd.,
(hereinafter the “Company”) includes ¥73,616 million in
investment in Tokai COBEX HoldCo GmbH, a non-listed
subsidiary, as described in Notes “(Significant accounting
estimates) 1. Assessment of shares of subsidiaries and
associates.”

Shares without market prices acquired through investments in
non-listed subsidiaries shall be valued at acquisition cost on the
balance sheet. However, in cases where the actual value has
declined significantly due to deterioration in the financial
position of the issuing corporation, it is necessary to recognize
a valuation loss unless there is sufficient evidence of
recoverability.

The Company has not recognized a valuation loss because the
actual value of Tokai COBEX HoldCo GmbH has not declined
significantly. In the calculation of the actual value, the necessity
of recording an impairment loss on the fixed assets held by
Tokai COBEX Hold Co GmbH would have a significant impact,
and the judgment of management is required in determining its

We performed the following audit procedures primarily to
assess the appropriateness of the judgment regarding the
necessity of recording a valuation loss on investments in the
subsidiary, Tokai COBEX HoldCo GmbH.

(1) Evaluation of internal controls

We evaluated the effectiveness of the design and operation of
internal controls related to the assessment of the necessity of
recording a valuation loss on shares of subsidiaries and
associates. The evaluation focused in particular on the controls
that would verify the validity of the business plan as the basis
for the evaluation.

(2) Evaluation of shares of subsidiaries and associates

With respect to the business plan of Tokai COBEX HoldCo
GmbH, which is taken into account in estimating the actual
value for the purpose of examining the appropriateness of the
valuation of the shares of Tokai COBEX HoldCo GmbH, in the
audit report of the consolidated financial statements, we
determined that the “Appropriateness of Judgment on
Evaluation of Fixed Assets for Smelting and Lining” falls under

necessity. the category of key audit matters and described our audit

response. Since the content of this statement is substantially the
same as the audit response in the audit of consolidated financial
statements, a specific description of the audit response has been
omitted.

Accordingly, we believe that the appropriateness of the
determination regarding the necessity of recording a valuation
loss on the investment in the subsidiary, Tokai COBEX HoldCo
GmbH, is particularly important in the audit of financial
statements in current fiscal year and falls under the category of
key audit matters.

Other Information

The other information comprises the information included in the Securities Report but does not include the consolidated financial
statements, financial statements, and our auditor’s report thereon. Management is responsible for the preparation and presentation of the
other information. The Audit & Supervisory Board Members and the Audit & Supervisory Board are responsible for overseeing the
Directors’ performance of their duties with regard to streamlining and operating the reporting process for the other information.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact.

We have nothing to report in this regard.

Responsibilities of Management, Audit & Supervisory Board Members and Audit & Supervisory Board for Non-consolidated Financial

Statements

Management is responsible for the preparation and fair presentation of these non-consolidated financial statements in accordance with
the generally accepted accounting principles in Japan. Responsibilities include those for designing and operating an internal control
system as management deems necessary in order to prepare and properly present non-consolidated financial statements that are free from
material misstatement due to fraud or error.

In preparing non-consolidated financial statements, management is responsible for assessing whether it is appropriate to prepare non-
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consolidated financial statements based on the going concern assumption as well as for disclosing matters concerning a going concern
if it is necessary to do so based on accounting standards generally accepted as fair and valid in Japan.

Audit & Supervisory Board Members and the Audit & Supervisory Board are responsible for overseeing the Directors’ execution of their
duties in the development and operation of the financial reporting process.

Auditor’s Responsibility for Auditing Non-consolidated Financial Statements

Our responsibility is to express an opinion on the non-consolidated financial statements in the audit report from an independent standpoint
based on the audit by the auditor, after obtaining reasonable assurance about whether the non-consolidated financial statements as a
whole are free of material misstatement due to fraud or error. A misstatement is deemed material if it may arise from fraud or error, and
it is reasonably expected, either individually or in aggregate, to affect the decision making of the users of the non-consolidated financial
statements.

We shall, in accordance with auditing standards generally accepted as fair and valid in Japan, make professional judgments throughout
the auditing process and, with professional skepticism, shall:

+ Identify and assess the risk of material misstatement due to fraud or error. Moreover, we shall plan and implement audit procedures
to address material misstatement risks. Audit procedures shall be selected and applied at the discretion of the Auditor. Furthermore,
sufficient and appropriate audit evidence shall be obtained for the basis of the audit opinion.

+ The purpose of auditing the non-consolidated financial statements is not to express an opinion on the effectiveness of the entity’s
internal control, but in conducting risk assessment, we shall examine internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances.

+ Assess the appropriateness of accounting policies adopted by management and the methods of their application as well as the
reasonableness of accounting estimates made by management and the appropriateness of any related notes.

+ Determine whether it is appropriate for management to prepare non-consolidated financial statements based on going concern
assumptions, and based on the audit evidence obtained, whether there are significant uncertainties regarding the events or
circumstances that may raise significant doubt about the going concern assumptions. An audit report shall be required to draw
attention to the notes to the non-consolidated financial statements if significant uncertainties are recognized concerning the going
concern assumptions, or the expression of an opinion, with exceptions, on the non-consolidated financial statements shall be
required if the notes to significant uncertainties in the non-consolidated financial statements are not appropriate. Our conclusions
are based on audit evidence obtained up to the date of the audit report, but future events and circumstances may prevent the
company from continuing as a going concern.

+ Evaluate the presentation, composition, and content of the non-consolidated financial statements, including the related notes, and
whether the non-consolidated financial statements appropriately present the transactions and accounting events on which they are
based, as well as whether the presentation and notes to the non-consolidated financial statements conform to accounting standards
generally accepted as fair and valid in Japan.

We shall report to the Audit & Supervisory Board Members and the Audit & Supervisory Board on the scope and timing of the planned
audit, material audit findings, including material defects in internal control identified during the audit process, and other matters required
by the audit standards.

We shall report to the Audit & Supervisory Board Members and the Audit & Supervisory Board on compliance with the provisions of
the Code of Professional Ethics in Japan on independence, matters reasonably considered to affect the independence of the auditors, and
if measures are taken to remove any impediments or safeguards are applied to mitigate any impediments to an acceptable level, the
details thereof.

From the matters communicated with the Audit & Supervisory Board Members and the Audit & Supervisory Board, we determine those
matters that were of most significance in the audit of the non-consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

<Information related to remuneration>

Information related to remuneration is included in the audit report of the consolidated financial statements.

Conflict of Interest

Our firm and the executive members have no interest in the Company for which disclosure is required under the provisions of the
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Certified Public Accountants Act.

(Notes) 1. The original copy of the above audit report is kept separately by the Company (the company filing this securities
report).
2. XBRL data is excluded from the scope of audit.
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