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Editorial Policy

Significance of This Report

NSK has been issuing our Environmental Report since FY2013. Starting from FY2021, we will be
issuing our Sustainability Report which expands on the scope of reporting and introduces the
sustainability initiatives of the NSK Group. Through this report, we aim to allow stakeholders to
widely understand our initiatives.

Scope of Report

In principle, this report covers NSK and its consolidated subsidiaries. In this report, “NSK" refers to
NAKANISHI INC. as an unconsolidated entity, while “NSK Group” refers to the overall NSK Group in
Japan and overseas. "NSK" can also refer to our brand name.

Period of Report
January 1, 2020 to December 31, 2020 (including 2021 for certain sections)

Time of Issue
August 2021

Reference Guidelines
GRI Sustainability Reporting Standards

For Inquiries

Corporate Communication Department, NAKANISHI INC.




Top Message

Through Unique and Innovative Grinding Technology
We Will Contribute toward Achieving a Better Society and People's Happiness

C-P-S —NSK's Management Policy

With its mission, “To create brilliant progress via innovative grinding technology,” NSK has developed core high-speed
rotary, ultrasound and micromotor technologies and created innovative products in the dental, medical and industrial
business fields. We currently have business sites in 16 countries around the world and sell our products in more than 135
countries. In the conduct of business, we have cherished the three concepts of “Culture oriented,” "People based” and
“"Social perspective” (C-P-S) as our management policy for many years. Through practicing management that respects
local cultures, is based on people and has a social perspective, we have earned the trust of stakeholders around the world.

Materiality for Sustainability

In recent years, there are increasingly more requirements for initiatives regarding various social issues surrounding
companies, such as climate change, a circular economy, human rights and the issue of disparity. In 2021, NSK formu-
lated materiality (eight material issues) to share again internally the initiatives carried out under C-P-S and our future
direction as well as show clear commitment toward requirements from outside the company.

Besides strengthening the provision of innovative and safe products, which is the core of business, we will also pro-
vide product and medical knowledge through seminars in cooperation with dentists and doctors so that products can
be used more safely and efficiently. We will also establish an after-sales service system that allows products to be
immediately repaired affordably so that they can be used safely for long periods across the globe.

Regarding human capital development, we will enhance education programs, education by grade and other efforts
to improve skills in monozukuri (manufacturing) and development. We will also revise our system toward a human
resource system that increases individual value so that employees improve their own value exchangeability. Qualita-
tive aspects—such as employee autonomy, pursuit of issues and engagement with others—have also been added to
the evaluation criteria. We are also putting effort into occupational safety and health as well as health management.
Furthermore, given that the required scope of response to various social issues has spread to the supply chain in
recent years, we formulated our Business Partner CSR Guidelinesin 2021 and will request business partners to imple-
ment initiatives related to ESG. Such requests to business partners will be undertaken globally.

In the environmental aspect, we have concluded our Green Plan 2020 medium-term plan for the previous five years
and will embark on Green Plan 2030, our next medium-term plan. We have set even higher targets than before in areas
such as using renewable energy, reducing per unit energy use and reducing waste volumes, and will implement the
plan with a sense of speed.

VISION2030—Toward 2030

Moving toward 2030, NSK thinks that the social issue of super-aging should
be handled in particular. The world is aging rapidly, and especially so in Japan,
where it is predicted that people 65 years and older will exceed 31% of the
population in 2030. There are similar trends in other countries such as various
European countries, China and South Korea. One of the most important issues
in a rapidly aging society is the extension of health expectancy, and NSK will
contribute toward solving the two issues of dental and physical health. Further-
more, super population aging is leading to a decline in the working population,
which in turn creates a bottleneck in economic growth. We will help to address
this issue by contributing toward factory automation.

Toward our 100th anniversary in 2030, we hope to carry out the best value
exchange with all stakeholders by achieving VISION2030 and the eight key
sustainability themes. We will do our best so that we can continue to deliver
even more inspiration to everyone and contribute toward people’s happiness
and a recycling-oriented society.
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Company Profile

| Company Profile

Company Name NAKANISHIINC.

Founded February, 1930

Established January, 1951

Head Office 700 Shimohinata, Kanuma, Tochigi 322-8666, Japan
Phone +81-289-64-3380

Web Site https://www.en.nakanishi-inc.jp

Number of Employees 1,184 (as of December 31, 2020)

End of Fiscal Year December 31

Capital Stock 867 million yen

Representative President & Group CEO Eiichi Nakanishi

Stock Exchange Listings Tokyo Stock Exchange, JASDAQ Standard
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I Financial Results

Changes in Consolidated Sales & Operating income
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I Business Domain

Centered on high-speed rotary technology, NSK undertakes businesses in three domains: dental products, medical

products and general industrial products.

Dental business

To achieve "dental health”, we will develop innova-
tive products in the fields of restorative dentistry,
preventive dentistry, periodontics, implantology,
oral surgery and mobile dental care using NSK's
“innovative grinding technology,"namely, high-speed
rotary technology and ultrasound technology. All the
aforementioned are complemented by our growing
range of decontamination products. In each field, we
will produce equipment that will allow dentists and
dental hygienists to carry out treatment more quickly,
efficiently and safely, equipment that will make it
possible to provide new types of treatment and be
less stressful for patients.

Furthermore, we will also develop equipment used by
veterinary surgeons for the treatment and healthcare
of animals.

DENTAL —

L

RESTORATIVE DENTISTRY
PREVENTIVE DENTISTRY
PERIODONTICS

ORAL SURGERY

MOBILE DENTAL CARE
DECONTAMINATION PRODUCTS
VETERINARY EQUIPMENT
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Medical business

Duetotherapid aging of society, there will be a signif-
icantincrease in surgery for brain disease (e.g. stroke,
subarachnoid hemorrhage), spinal disease (e.g. spinal
stenosis, intervertebral disk herniation), orthopedic
procedures (e.g. implant surgery of knees and hips),
as well as various types of endoscopic surgery. NSK's
high-speed rotary and ultrasonic products will be
indispensable in these kinds of surgery. Nothing is
more important than safety and speed when con-
sidering cranial, spine, and orthopedic surgery. The
precision of surgery is linked to the burden reduction
on patients and the speed with which they can make
a favorable recovery. For this purpose, NSK takes the
initiative to include the opinions of famous surgeons
around the world to create medical tools which are

truly easy to use.

MEDICAL

NEUROSURGERY

SPINE SURGERY
ORTHOPEDIC SURGERY
ENDOSCOPIC SURGERY
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Industrial business

As more and more factories become automated
or unmanned, NSK's high-speed high-precision
spindles will be used in machines and robots in auto-
mated production lines in a variety of industries. The
usage for such equipment is becoming increasingly
diversified, and expectations of the performance
and conditions are getting higher. However, NSK will
develop products by taking these needs into account
in advance.

Furthermore, Nakanishi's high-speed micro grinder
is used for fine deburring of work that demands
precision and accuracy in the mold manufacturing,
crafts, and jewelry industries, and is greatly valued as
a high-end class product.

INDUSTRIAL

AUTOMOBILE INDUSTRY
SMARTPHONE INDUSTRY
AIRCRAFT INDUSTRY

MEDICAL EQUIPMENT INDUSTRY
PRECISION PARTS INDUSTRY
CRAFTS & JEWELRY INDUSTRIES
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| NSK—Expanding Globally

The NSK Group has its own sales bases at 15 locations outside Japan, and its products are used in more than 135
countries around the world. We have achieved the number one share of the global market in the field of dental rotary

equipment. Even in countries where we do not have
local sales agents to achieve meticulous responses to

Integration Diagnostics Sweden AB
Gothenburg

rNSK United Kingdom Ltd.

London

NSK Europe GmbH
Frankfurt

g
4 —NAKANISHI INC.

local subsidiaries, we are strengthening our partnerships with

user needs.

—— NSKRUSLLC

Moscow

NSK Shanghai Co., Ltd. NSK America Corp.
Shanghai Chicago

NSK Dental Korea Co., Ltd.

Seoul

Kanuma, Tokyo, Osaka, Sendai
Fukuoka, Nagoya

NSK Oceania Ltd. NSK America Latina Ltda.

NSK France S.A.S. NSK Nakanishi Asia Pte. Ltd.
Paris Singapore Auckland Joinville, Sao Paulo
NSK Dental Italy S.rl. -~ NSKMiddle East FZCO NSK Oceania Pty. Ltd.
Vicenza Dubai Sydney
- NSK Dental Spain S.A.
Madrid
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I NSK's Core Technologies

To achieve the mission of "To create brilliant progress via innovative grinding technology,” NSK has continued to hone
the three core technologies of high-speed rotary technology, ultrasound technology and micromotor technology.
Using these core technologies, we will continue to provide innovative products in the dental, medical and industrial
fields, and keep contributing toward the creation of all kinds of progress, such as bringing inspiration, happiness,
benefits and joy to society and people.

High-speed Rotary Technology

Our dental drill (handpiece)—which we have continued to make since our
founding—rotates at an extremely high speed of 400,000 revolutions per (B
minute. The ball bearings inside the handpiece significantly reduce friction

between parts to achieve high-speed rotation. At least 90% of the parts,

including the ball bearings which require processing precision at the submi-

cron*1 level, are produced in-house. This high rate of in-house production

significantly contributes toward improving our product's quality and cost %
competitiveness. -
*1:0.0001T mm

Ultrasound Technology

Ultrasound is sound waves with high frequencies that cannot be heard by
our ears. Ultrasound vibrate at least 20,000 times per second, and the power
(amplitude) of this vibration is applied as grinding power. Examples of ultra-
sonic equipment being used in the field of dental include ultrasonic scalers
and ultrasonic bone cutting equipment. The three parts, the tip, handpiece
(vibrating part) and control engine, work together to enhance performance.
We brought our ultrasound technology in-house and have succeeded in

raising power factor—which is usually around 0.6—to a level close to 1.

Micromotor Technology

Using electronic drive circuits, which we have developed over many years,
we achieve stable torque*2 and smoothness over a wide range of rotation
speeds, from ultra-low to ultra-high speeds. Our micromotors—which
achieve precise rotation control and manifest powerful and stable torque—
are used in equipment for implantology in the dental field. They are also
used in the field of industrial engineering in products such as robot arms
and motor spindles which are used in combination with various types of

industrial machines.
*2: This is the force of rotation centered on an axis, expressed by force multiplied by
distance. It refers to rotational force.
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Sustainability at NSK

| NSK's Corporate Philosophy and Sustainability

In line with the Group's values, “Our Core,” NSK holds to the mission of creating "brilliant progress” via innovative
"grinding technology.” By creating new technologies, we strive to contribute to the development of medical care and
to the enrichment of people’s lives. Amid the global trend of super-aging, extending health expectancy has become
a common issue for humankind. We believe that one of the solutions to extending health expectancy is dental health
and physical health. In addition, we also see factory automation as a solution to a decline in the workforce which is
attributable to the super-aging of society. Through our business activities, we will provide solutions for these social

issues, and we will help to realize a sustainable society.

I

OurCere
[ Mission ]

VISION2030

Jusiness

Medium-Term Management Plan Materiality
NV2025

OurCere Annual President’s Policy
[Style] Department Action Plans
[ Our Motto] Daily Business Activities

Social issues and demands

al1404d Auedwo) |
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| Corporate Philosophy

OurCere

Mission Style Our Motto
To create "brilliant ogress” via  Exciting < Quality Let's increase individual value
innovative “grinding technology” * Open e Honest (EQOH) "Let's fly" “Let's add”

Our Core represents the corporate philosophy at NSK. Our Core broadly identifies the thoughts and ideal manner of
acting/existing that NSK should value in terms of the company as a whole, its various activities, and each and every
member. Positioning Our Core at the nucleus, we strive to be a company with an elevated social value.

Here is an introduction to some aspects of Our Core:

Brilliant progress

Itis wonderful that the society in which we live is able to achieve more favorable progress. We at NSK feel “To create
brilliant progress” is our raison d'etre - Our mission - throughout all of our corporate endeavors. The simple word

"o

"brilliant” is infused with many meanings for us, such as “complete/amazing solution,” “what people and society
truly pursue,” "dramatic change in style,” and even concepts of “admirable.” The word comes with the connotation
of socially ideal progress. Creation of such "brilliant” value via our “innovative grinding technology,” in which we take
pride, allows us asacompany to help the steady development of our customers and society in terms of deep emotion,

pleasure, comfort, and convenience.

EQOH

EQOH is our original acronym that uses the first letters from the four types of style upon which we place importance
in the conduct and activities we engage under the NSK name. The first letter, E, was taken from "Exciting.” It rep-
resents a feeling of being excited about new challenges and creation. Q was taken from "Quality,” and it represents
the pursuit of high quality. O was taken from "Open,” representing an openness toward society. And, the H was taken
from "Honest,"” imparting the meaning of sincerity and righteousness. We refer to these four styles, EQOH, as the way
of NSK.

Fly & Add

Fly & Add represents the behavioral guidelines for each of us at NSK. The members of NSK engage in their jobs every
day, all the while placing great importance on Fly & Add. The meaning of Fly, you know. In this case, it implies unre-
servedly taken on any challenge to move forward in any job or task. The meaning of Add, you also know. In this case,
itimplies the adding of one's own additional value in the form of commitment and stance to one's job. Acompany is a
collection of people, and it is the overall strength of those at NSK that represents the source of its strength. NSK is a

gathering of people who display their abilities to their heart's content.

al1404d Auedwo) |
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I Vision and Keyword for Business Development

VISION2030

NSK's long-term vision for 2030

VISION2030

To be The Leading Excellent Global Medical Device Company

h 4

In the global dental and medical markets, we will
become the only manufacturer capable of
making a significant contribution to extending

the health expectancy of people all over the
world by creating a steady stream of innovative
products the world has never seen.

MISSION KEYWORD

To create brilliant progress via

innovative grinding technology S PEFEE e SPE RS

Keyword for business development toward 2030

NSK believes that one of the keywords for business development in the decade leading up to its 100th anniversary is
"super-aging.” The percentage of Japan's population aged 65 and over is currently more than 28%, and is predicted
to exceed 31% in 2030. This trend of rapid population ageing is progressing rapidly not only in Japan but also in large
parts of the world such as Europe, China and Korea. In the rapid ageing society, the most important challenge is “the
extension of health expectancy”, and the solution lies in (i)"dental health” and (ii)"physical health"Furthermore, super
populationageingis leading to "a decline in the workforcg'which in turn creates a bottleneck in economic growth, and
the solution lies in (iii) “factory automation”. To address these three major social needs, we will create innovative new
products and services and make a big social contribution in three business domains (dental, medical and industrial)

using NSK's “innovative grinding technology.”

Super-aging society

\ 4 V¥

Prolongation of health expectancy Decline in the workforce

V¥ V¥ V¥
Dental health Physical health Factory automation
4 4 4+
4 4 4
Innovative “grinding technology”
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I Materiality

In addition to striving to maximize its business value in the dental, medical and industrial business fields by utilizing
the innovative grinding technology that it has been honing since its founding, NSKis also committed to creating social
value and environmental value. The Sustainable Development Goals (SDGs) were unanimously adopted at the UN
summit in 2015. The aim is to achieve the 17 goals listed as SDGs by 2030, the same year as our 100th anniversary.
In the leadup to 2030, we will continue to advance our business based on both a business plan and materiality for

sustainability.

Process for Identifying Materiality

In selecting our materiality, we identified the issues to be addressed by first understanding the relevance of the SDGs to
our products and services and to our business activities generating them, and by considering priorities with reference
torelevant guidelines and ESG evaluation indices, such as the GRI Standards, ISO 26000 and the FTSE4Good Index.

STEP1 Understand the relevance of the SDGs to our products and services and to our
business activities generating them

v

STEP2 Consider priorities based on the GRI Standards, ISO 26000, the FTSE4Good Index, etc.
v

STEP3 Our Sustainability Promotion Team identifies candidate materiality
) 4

STEP4 Reconsider candidate materiality based on business value, social value
v and environmental value

STEP5 Board of Directors discusses and decides on materiality for sustainability

Materiality for Sustainability Promoted by NSK

Materiality Relevant SDGs

Promoted through business

1. Proving innovative and safe products
Contribute directly to health, welfare and industrial infrastructure through the
provision of products and services

2. Provide product knowledge and best clinical knowledge
Disseminate and share advanced clinical technologies through NSK Academy
activities, etc.

3. Extend product life through expanded service structure
Contribute by our reliable and durable quality to our customers

Business
value

SOC 1a l 4. Develop human resources for advanced manufacturing
value Strengthen human resources as the most important business foundation for
continuing to provide products and services

Promoted through corporate activities

5. Promote occupational safety and health & health and productivity management
Pursuit workplaces for the creation of innovative products

6. Create workplaces where diverse human resources can grow
Implement diversity and inclusion

7.Respect our business partners around the world oy
Implement sincere and fair corporate activities while respecting stakeholders ’{%?

8.Response to climate change and contribution to a recycling-oriented society
Contribute to reducing environmental impact through products, services and
business processes

Environmental
value

al1404d Auedwo) |
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Contributions to SDGs

Handpieces fitted with infection prevention systems as standard

In the field of dental practices, standard precautions had been established and were in operation 600D HEALTH
AND WELL-BEING

even before the COVID-19 pandemic. Based on the thinking that “all wet biomaterial from patients,
including blood, body fluids, secretions, skin lesions and mucous membranes, must be treated as —/\0\/\.
being infectious,” NSK handpieces are equipped with a unique mechanism (DualDefense System:
Clean Head System and Anti-Retraction Valve) as standard to prevent wet biomaterials from pa-

tients from penetrating the handpiece during treatment.

DualDefense System: A unique infection prevention mechanism built into NSK handpieces

Anti-Retraction Valve
DualDefense video Prevents contaminated water
from being sucked in

Clean Head System
Unique mechanism prevents suck-back

Urgent release of infection prevention adapters for handpieces marketed to developing countries

Low-priced handpieces that we sell to developing countries were not previously fitted with Anti-Retraction Valves,
one of the mechanisms for preventing infection. Now that developing countries also focus on infection control in
dental practices, to provide safety and peace of mind, in April 2020, we began developing adapters with Anti-Retrac-
tion Valves that could be retrofitted. In just three months, we mass-produced the adapters and began selling them in

developing countries struggling with the COVID-19 pandemic.

ARA-B2 Dentists in India using the adapters

Launch of high-pressure steam sterilizer (autoclave) for handpieces

As part of infection control measures, it is strongly recommended that
handpiecesused indental treatment be cleaned, disinfected and sterilized
aftereach use. The COVID-19 pandemic is further fueling concern among
both dentists and patients for infection control measures, and in response,

in October 2020, we launched iClave mini2, a new autoclave sterilizer

specially designed for handpieces. With improved sterilization perfor-

mance and ease of use, the new product has been favorably received and I
has been adopted by many dental clinics in Japan, making a significant e

contribution to strengthening infection control in dental practices.

iClave mini 2

al1404d Auedwo) |
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Seminars at the NSK Academy in Japan and overseas bases

The world of dentistry is constantly evolving. Launched in 2016, the NSK Academy in Japan holds more than 100
seminars a year (including online seminars), welcoming lecturers who are active on the frontlines of clinical dentistry.
The objective is to improve the quality of clinical dentistry by communicating the latest information to dental profes-
sionals as quickly as possible through practical seminars and lectures using training equipment. Seminars cover a
wide range including oral hygiene, restorative dentistry, dental oral surgery and geriatric dentistry. Multi-day seminar
courses are also offered on matters that are of particular interest to medical professionals. We are also involved in
a wide range of activities, including support for school education at dental colleges and dental hygienist schools,
seminars at exhibitions and events organized by dental supplies stores that are our business partners, support for
seminars organized by study groups and corporate exhibits at dental conferences. In addition to holding seminars for
exchange between dentists in Japan and other Asian countries, local subsidiaries of our Group companies in Europe
andthe U.S. are equipped with dedicated training equipment and seminar rooms, where seminars are held for medical
professionals in each region.

In 2020, while there was a significant decrease in the number of onsite seminars due to the impact of COVID-19, sem-
inars with new content were also added to the lineup, including online seminars using web conferencing tools. We
also sponsored a cross-regional online seminar featuring eminent dentists which attracted more than 1,000 viewers.
In 2021, we will continue our efforts to provide high-quality information through a combination of onsite and online formats.

Welcome!
The CME Live Stream will begin shortly.

How to Maintain Implants and how to avoid Peri-implantitis

Prof Goran Urde, Sweden 28 May 2020
@ 1PM UAE | 5PM Singapore | 7PM Australia

An online seminar organized by the NSK Academy in Japan | ““PPortedby Organised by

NSK PP

An online seminar at a dental hygienist school in Japan Online seminars at our overseas bases

Eco-friendly packaging for handpieces

Up until now, we have used plastic cases for packaging handpiecesin order to give them a sense of
luxuriousness. However, to reduce waste plastic, which is becoming a global problem, we decided
to introduce new eco-friendly packaging made of paper. Going forward, we will roll out this new
eco-friendly packaging for our domestic and overseas products.

>Related links
Transition to Paper Packaging Materials

al1404d Auedwo) |
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Quality, Customer Service and Product Responsibility

I Quality Policy

The products and services that are provided by NSK places top priority on conforming to the requirements of relevant
laws and regulations as well as customer requirements. We have established our quality policy based on the approach
of undertaking quality management with all divisions to meet the satisfaction and trust of customers. Under this pol-
icy, we conduct quality management—which includes safety—in the entire product lifecycle, from planning, product
development, manufacturing, sales and servicing to disposal. Once each year, we analyze the state of our organization
based on internal and external issues and the needs and expectations of stakeholders to identify initiatives for risks
and opportunities. We formulate quality targets for the fiscal year based on our quality policy, the President’s annual
direction and the initiatives for identified risks and opportunities. These targets are then developed into departmental

targets and activities toward achieving quality targets are undertaken by all employees.

Quality Policy

* Nakanishi achieves customer satisfaction and trust by quality management with all Nakanishi
staff members, based on the phylosophy of “quality first".

* Nakanishi maintains effectiveness of the quality management system by meeting the quality
management requirements.

I Quality Management Structure

NSK strives to maintain and improve its quality management system structure based on the quality management
system standard of ISO 9001 and ISO 13485 as well as the pharmaceutical regulations of market countries, such as
Japan's Act on Securing Quality, Efficacy and Safety of Products Including Pharmaceuticals and Medical Devices
(PMD Act). In addition, besides ISO 9001 and ISO 13485 certifications, we obtained MDSAP* certification in 2019 to
further solidify legal compliance in our sale of medical devices to various countries.

Our quality management structure comprises is organized into the Quality & Regulatory Affairs Division, comprised
of the Quality Department which is in charge of managing product shipment to markets and managing safety after
manufacturing and sale; the Regulatory Affairs Department which is in charge of applications based on the pharma-
ceutical regulations of each country; and the Quality Pharmaceutical Affairs Department, which houses the QMS
Section, that implements and maintains the quality management system. The Quality & Regulatory Affairs Division, is
in charge of companywide quality assurance and legal compliance, and is managed with the President & Group CEO
as the executive-in-charge.

In our PDCA cycle, executives and employees including the President & Group CEO, the three persons designated
by Japan's PMD Act (Marketing Director of Medical Devices , Domestic Quality Assurance Administrator and Safety
Control Manager) and General Managers attend the monthly QMS review meetings and annual management reviews.
At these meetings, we work on improving quality by monitoring the progress of plans related to quality, sharing infor-

mation, and addressing and solving issues.

*Medical Device Single Audit Program (MDSAP): A program that confirms the compliance and appropriateness of amanufacturer's QMS against

the requirements of regulatory authorities of Australia, Brazil, Canada, Japan and the United States through a single audit by an auditing agency

|e100g |



President & Group CEO (Management supervisor)

Annual management review

Monthly QMS review meeting

’ Management Representative ‘

Domestic Quality Assurance Administrator ‘ ’ Safety Control Manager ‘ —{ Internal Audit Team ‘
Divisions  Sales Division Quality & Regulatoru Affairs Division 3
R&D Division Service Division 3

Manufacturing Division  Administration Division

I Initiatives

Quality in Design

In the design and development stages of products, NSK always strives to meet the laws, regulations and standards
of countries around the world while maintaining and improving product quality. In the lifecycle process of products,
eight "quality gates” have been established to confirm quality. In addition, during the design and development stages
for new products and at all times collecting information about complaints and safety for existing product designs, we
conduct risk assessment regarding quality and safety and strive to lower events with high risks. We put efforts into
quality evaluation during the development stage, which is the source of monozukuri (manufacturing), and establish
environments allowing the conduct of EMC, product safety tests, useability evaluation, mechanical and environmen-
tal tests, material analysis, electronic component analysis and fault analysis within the company to ensure product

safety and quality.

Initiatives to Improve Product Quality and Safety

At NSK, the manufacturing frontlines have in place structures to ensure quality. The occurrences of nonconformance
in the manufacturing process and at suppliers are monitored monthly and suppliers with high nonconformance rates
are instructed, as appropriate, to improve quality. At the same time, quality audits are conducted regularly.

Quality Education for Employees

NSK conducts internal education regarding quality policy, quality targets and the impact on the quality management
systems of each operation for all employees. Specifically, education is conducted by department and grade on the
relevant standards of quality management systems such as ISO 9001 and ISO 13485 as well as the requirements
of law and regulations. Education essential for the maintenance of quality management systems is also conducted,
including risk management workshops and internal quality auditor workshops. In addition, quality education also
includes workshops by external agencies, internal seminars with invited external lecturers and internal workshops by
employees who are experts in their respective operations. Recently, internal education is being actively conducted
online due to the impact of COVID-19, improving efficiency by conducting workshops without the need for lecturers

to travel from afar.

|e100g |

20



Quality Issues and Responses

NSK has introduced a complaint processing system to collect information about quality from markets around the
world in a timely manner. When information about nonconformance is obtained, we immediately pursue the cause
to prevent nonconforming products from entering the market. In addition, when corrective or preventive measures
are necessary for the nonconformance which occurred, we promptly follow internal regulations to plan and confirm
these measures for their effectiveness. Through these actions, we strive to prevent the occurrence of similar noncon-

formances.

Customer Service Structure

At the NSK Group, more than 6,000 cases of customer feedback are collected and analyzed by department through
the Customer Service Helpdesk as well as surveys by the Sales Division and external agencies. Reports to the man-
agement and verifications are conducted regularly, and the information collected is fed back internally for use in

product development and quality improvement.

pr— - SUrVEYS by Sales Division and external agencies >

Customer
feedback
— Customer Service Helpdesk —
Customers ) F_eec_:lback
) Agents in Japan > Customer Service within NSK
g P Department
Receipt of

repair request

el OV/ErSE2S AGENtS Overseas —

subsidiaries

Repair Service

The NSK Group has established a sales network spanning 152 countries in the world. To allow customers to use
products with peace of mind, we accept repairs ourselves within Japan's domestic market while 13 local subsidiaries
and approximately 450 local agents do so for overseas markets. Across the Group, we are working to enhance our
structure for accepting repairs at local subsidiaries and local agents. We have approximately 120 service staff at our
headquarters and local subsidiaries. Technicians who carry out repairs on our products undergo training either at our
headquarters or overseas subsidiaries. We have established a system that evaluates the skills and knowledge devel-
oped through work and training and certifies technicians who meet a certain standard. In FY2020, 48 technicians

were newly certified to reach a total of 252 technicians certified so far.

Training Structure

Headquarters -

Trainers
Agents, etc.
Technicians Technicians Technicians
Technicians Technicians Technicians
Technicians Technicians Technicians
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Responsible Marketing

NSK undertakes fair and responsible marketing activities in accordance with the Code of Ethics, Charter of Business
Behavior and Promotion Code of the Medical Devices Industry formulated by the Japan Federation of Medical De-
vices Associations. NSK America Corporation , our subsidiary in the United States, undertakes fair and responsible
marketing activities in accordance with the Physician Payments Sunshine Act.

|e100g |
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Employee Data

Number of Employees

As of December 31ineach FY

FY2016 FY2017 FY2018 FY2019 FY2020
NAKANISHI INC. 999 1,056 1,073 1,114 1,134
Regular employees*1 732 768 806 850 869
Temporary employees*2 267 288 267 264 265
Overseas group companies 222 246 277 309 315
Regular employees*1 222 246 277 309 315
Temporary employees — - — - —
NSK Group (global) 1,221 1,302 1,350 1,423 1,449
Regular employees*1 954 1,014 1,083 1,159 1,184
Temporary employees*2 267 288 267 264 265
*1 Excluding employees seconded to other companies *2 Part-time and contract workers
Number of Employees by Gender As of December 31 in each FY
FY2016 FY2017 FY2018 FY2019 FY2020
NAKANISHI INC. 999 1,056 1,073 1,114 1,134
Male 599 647 660 672 683
Female 400 409 413 442 451
Note: Scope of aggregation covers regular and temporary employees of NAKANISHI INC.
Number of Employees by Region As of December 31 in each FY
FY2016 FY2017 FY2018 FY2019 FY2020
NSK Group (global) 1,221 1,302 1,350 1,423 1,449
Japan 999 1,056 1,073 1,114 1,134
Europe 138 149 160 184 189
United States 58 57 62 67 68
Asia (excluding Japan) and others 26 40 55 58 58
Note: Scope of aggregation covers regular and temporary employees of NAKANISHI INC.
Number of New Employees
FY2016 FY2017 FY2018 FY2019 FY2020
NAKANISHI INC. 166 159 136 131 76
Male 100 89 76 79 43
Female 66 70 60 52 33
Note: Scope of aggregation covers regular and temporary employees of NAKANISHI INC.
State of Employee Retention
FY2016 FY2017 FY2018 FY2019 FY2020
Resignation rate 4.92% 4.59% 5.99% 3.46% 2.11%
Resignation ;a;aergf new employees 15.38% 4.35% 13.64% 0.00% 5.00%

|e1oos |
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Human Capital Development

| Basic Approach

A company is a collection of people, and it is the overall strength of those at NSK that represents the source of our
strength. Human resources are our most important resource and most valuable asset. It is human resources that
realizes our potential, and the quality of value exchange hinges on the quality of human resources.

We have formed a wonderful team consistent with the “Exciting, Quality, Open, Honest" style of NSK where everyone
shares a sense of excitement and fulfillment as well as a sense of joy and achievement at all times, and display their
abilitiesto their heart's content. Our mottois “Let's increase individual value” and this is the ideal of our actions that we
always keep close to heart. We make this the basic policy of our human capital development and constantly undertake
human capital development that maximizes individual value.

|e1oos |

Basic Policy of Human Capital Development

Our Motto

“Let's increase individual value”

Basic Approach to Human Capital Development

Employees

Provide opportunities (human resource Able to obtain opportunities for individual
system) for individual employees and Ineicasa vallue growth as long as they continue to increase
the company to grow together in value

I Initiatives

Human Resource System That Increases Individual Value

At NSK, one definition of growth is the improvement of value exchangeability with stakeholders. Our human resource
systemis the tool that supports the development of human capital which achieves this growth. Centered on Our Core,
which encapsulates our values, we established systems for employee grade, evaluation, remuneration and capability
development to achieve increase in individual value and individual and organizational growth, which is equivalent to
improvement of value exchangeability. With these systems, we are building mechanisms that support the develop-
ment of human capital which achieves the improvement of value exchangeability with stakeholders.

Career-building guideline for achieving improvement
of individual value exchangeability (growth)

Role & capability grade

system by career track

Rez;:&r&tion O U r C @ re E\gl:étﬁh

System to remunerate System for proper
demonstrated evaluation of
individual values and demonstrated
results (performance) individual values and

Career & capability results (performance)

development system

System to support growth and career building
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Training & Education System

Continuous improvement of education and culture is essential for developing human resources. At NSK, with increas-
ing individual value as the basic policy of human capital development, human capital development training—such as

corporate philosophy training, training by grade, business literacy training and specialized training—is conducted.

Our Motto

"Let's increase individual value”

v

Management ‘ Assistant Manager ‘ Mid-level employees | New employees

Values « Corporate philosophy
| | |

Development of
management executives

« NSK University

* Recognition of roles « Skill development
By grade Management, Assistant Manager, Mid-level Problem solving
employees and New employees (basic, elementary, intermediate, advanced)
\ \ \

* Quality * Ethics * Health

Quality by grade Safety consideration Mental health Engagement improvement
Business Iiteracy obligation; harassment & subordinate care training

« Communication * Career formation

Disability training Career design training

Specia lization  Respective fields of specialization(conducted by each department)

Fair Evaluation

Toincrease individual value and achieve individual and organizational growth—which is equivalent to improvement of
value exchangeability—NSK decides remuneration based on two aspects: performance evaluation that assesses the
accomplishment of tasks based on results, and role and capability evaluation that looks at behavioral characteristics
such as how roles and capabilities are applied. In addition, through our internal open recruitment system, we offer
support for autonomous career development that matches, as far as possible, the careers that the company has in
mind with the careers desired by employees. We also create opportunities for the penetration and use of these human
resource systems through interviews with superiors that take place three times each year.

|e1oos |
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Diversity and Equal Opportunities

| Basic Approach

NSK is a collection of diverse individualities. Individualities are characteristics possessed by each person. If we can
bring together individualities from various backgrounds—such as nationality, culture, age, gender, education, work
experience and lifestyles—and fuse them while competing against and learning from each other to create unprec-
edented power, we will be able to overcome any kind of situation. We respect diversity such as culture, practices,
language and race. At the same time, we actively promote fair employment and utilization of human capital regardless
of gender, age or disabilities. Through dynamic teams that achieve breakthroughs by sharing thoughts and efforts
and bringing together individualities, we advance efforts that allow everyone to play active roles and keep aiming to

create new value.

Initiatives

Women's Success in the Workplace

Approximately 40% of our employees are women. In addition, we have improved the rate of women in our manage-
ment from 1.96% in FY2016 to 4.50% in FY2020.

Rate of Women in Management

FY2016 FY2017 FY2018 FY2019 FY2020
NAKANISHIINC. 1.96% 1.83% 2.70% 5.31% 4.50%

Note: Figures as of January 1 of each FY

Localization of Management

NSK believes that what is essential to become the global No.1 brand is the building of strong sales and marketing
capabilities in major markets around the world and customer service and after-sales service capabilities to increase
customer satisfaction. Currently, we have expanded our direct sales network to 15 bases around the world, including
overseas subsidiaries and representative offices. Out of these 15 bases, 11 of them are led by employees recruited lo-

cally. We will continue to promote management rooted in the cultures of countries and regions where we are located.

Interaction with Vietnamese Human Resources through Technical Intern Training Program

Since 2009, NSK has been accepting overseas technical interns from Vietnam. Currently, we have approximately
120 interns undergoing technical training. In 2016, we built a dormitory within company premises to allow all interns
to live in a clean and quiet environment. In addition, when constructing our new factory, we gave consideration to
being able to commute to work on foot or by bus through implementing dedicated shuttle buses. In addition, besides
technical training, we also provide opportunities for getting in touch with Japanese culture and traditions, such as
participating in local festivals and conducting regular trips to Mount Fuji, which are popular with the interns. With
the spread of COVID-19 continuing even today, we give consideration to interns who have completed their training
period but are unable to leave Japan due to travel restrictions by extending their status of residence so that they can
continue technical training until they return to their country.

Employment contracts are based on Japan's laws and regulations and signed in Vietnamese.

|e100g |
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Participation of Employees with Disabilities

Toward a society where persons with or without disabilities can work and live together, the Human Resource De-
partment and workplaces collaborate to strengthen support systems and conduct regular seminars for encouraging
understanding of staff at workplaces where persons with disabilities work. In this way, we are promoting the creation
of workplace environments where employees with disabilities can work easily and with motivation. In addition, we
alsointroduced the use of electronic memo pads to support communication with employees with hearing disabilities.

Employment Rate of Persons with Disabilities As of June 1 of each FY
FY2016 FY2017 FY2018 FY2019 FY2020
Employment rate (NAKANISHI INC.) 1.22% 1.62% 2.20% 2.32% 2.42%

Reemployment Initiatives

To promote the employment of employees who retired at the mandatory age of 60, we have established a retiree
reemployment system. In addition, we also employ part-time workers after they pass 60 years old.

|e100g |
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Conducive Workplace Environments

| Basic Approach

With being the “To be The Leading Excellent Global Medical Device Company” stated in NSK's long-term vision VI-
SION2030 in mind, efforts are being made to improve workplace environments, establish human resource systems
and create the best workplaces with motivation so that everyone working at NSK can work with motivation and
continue to apply themselves at their workplaces.

I Initiatives

Creation of Comfortable Workplaces Offering Peace of Mind
—New Headquarters R&D Center and A1 Factory

NSK's new headquarters R&D center (RD1) is equipped to serve a headquarters function and a research and develop-
ment function to achieve efficient operations. In particular, to raise the level and speed of new product development,
we have created an environment to make it easier for development designers to work assisted by state of the art
equipment. Inaddition, our A1 Factory—which specializesin the integrated production of high-precision parts—comes
complete with environmental hygiene and disaster-prevention facilities meeting high standards so that employees
can work comfortably with peace of mind. It also has comprehensive measures against oil mist.

RD1 Research and development facilities

A1 Factory Production facilities Canteen
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SUNNY CAMPUS

"SUNNY CAMPUS" is the name given to the entire premises of NSK's headquarters.
"SUNNY" is derived from "Hinata” (toward the sun), the name of the area in which
our headquarters is located. The name expresses our company ethos of always
reaching for the sun and working for a new dawn. The word "CAMPUS" highlights
our company'’s dedication to production, operations, research and development,
positioning this place as the center of innovation. There are trees, ponds and
streams within the campus as well as tennis courts, a field and barbeque pits. We
lend them out so that employees can use them to enhance health and communica-

Campus overview

tion after work or during non-working days.

Total site area : 98,000m?
Total floor area : 30,700m?

Inherit
Garden

Reception

Garden
Welcome

Garden

NSK R&D Center RDI

Tennis courts Different flowers bloom during each
season

Human Resource System Supporting Diverse Working Styles

At NSK, a system for working from home has been introduced to support diverse working styles that increase options
for time and place of work. In addition, we introduced a paid leave system by the hour so that it is easier to balance
work and private life, thereby encouraging the taking of paid leave. The rate of taking paid leave in FY2020 was 56.2%.

Systems to Support Balancing Work and Childcare

As support for balancing work and childcare is an important theme for us, we have established systems for childcare
leave and shorter working hours that exceed statutory requirements. These systems are common for both regular and
part-time employees. In FY2020, 14 employees made use of the childcare leave system and 100% of them returned to
work. Three of them were male employees.

|e100S |
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Nursing Care Leave

NSK has established various systems related to nursing care. In addition to statutory nursing care leave, employees
also have up to 10 days of our in-house nursing care leave each year, which can be taken in full-day, half-day or hourly
units, depending on the number of family members who need care. Employees can take up to 40 days of nursing care
leave, when combining accumulated paid leave. One employee made use of the statutory nursing care leave system
in FY2020. Furthermore, in FY2021, we introduced a system for working from home, which can be used for childcare

or nursing care, to support balancing work with caring for children/family members.

Communication between Employees and Management

NSK has an activity called O-Time (Opinion Time). Employees, either self-nominated or nominated by others, discuss
on a specific theme related to the company for approximately six months and make proposals to the management. So
far, 13 themes have been discussed with several proposals implemented.

Examples of proposals

Gracias

UdUA fUA: Obrigada Grazie

Danke schon HOHES 154 154

ZApetL|ct Cam on

NAKANISHI INC. "&1

Thank-you cards dialogues with the President signages
and Executive Vice President

Stress & Engagement Survey

Together with the annual stress checks for employees, NSK also conducts an employee engagement survey. We
have established a PDCA cycle as an initiative for health and productivity management with the reduction of high
stress and low engagement rate* as a target. The survey results are given as feedback to the departments, which then

analyze the results and develop and execute action plans to improve on issues.

* High stress and low engagement rate: The rate of respondents with a low engagement score in addition to having a stress score
higher (worse) than the standard

|e1oos |
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Occupational Safety and Health
& Health Management

| safety Policy

NSK states that safety is prioritized over productivity and efficiency in its corporate philosophy. We formulated our
safety and health management regulations aimed at creating comfortable work environments that ensure the safety
and health of our employees and people who cooperate in our operations. We actively and continuously work on the
improvement of working environments and enhancement of both mental and physical health to promote the creation of
cheerful and vibrant workplaces without accidents or illnesses. Based on these regulations, we work on improvement
activities to reduce the load on workers and make it easier to work. In addition, based on our Nakanishi Health Man-
agement Declaration, we have made it a companywide policy to give top priority to the health aspects of employees.

| safety Management Structure

At NSK, the Health and Safety Committee—which makes decisions about basic matters to enhance safety and health
activities and prevent occupational accidents—is established based on the safety and health management regulations
to ensure the safety and health of employees at the workplace.

—{ Administration Division

Dental Business Division
Industrial Business Division
Medical Business Division

Overall Safety Committee Committee [
and Health Manager Chairperson Vice-chairperson |

|
—{ Quality & Regulatory Affairs Division ‘
|
|

Customer Service Department

—{ R&D Division

—{ Manufacturing Division

Joint Safety Management by Labor and Management

NSK's safety and health targets cover the number of occupational accidents resulting in time away from work and the promotion of
dental, physical and mental health and productivity management . We work toward these targets centered on the Health and Safety
Committee. The committee adopts measures to prevent accidents from short- to long-term perspectives based on the approach of
risk assessment, such as the elimination of occupational accident risks discovered during workplace patrols.

I Initiatives

Occupational Accident Statistics

Number of Fatal Accidents during Work
FY2016 FY2017 FY2018 FY2019 FY2020

Employees 0 0 0 0 0

Dispatched employees 0 0 0 0 0

Note: Scope of aggregation covers regular and dispatched employees of NAKANISHI INC.
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State of Accidents Resulting in Time Away from Work at Sites in Japan As of December 31 ineach FY
FY2016 FY2017 FY2018 FY2019 FY2020

Number of employees
who required time away from work

Initiatives to Prevent Occupational Accidents

NSK takes measures to prevent occupational accidents by conducting occupational accident risk assessment each

year centered on the Health and Safety Committee.

Conduct of Safety Education

Besides conducting the following training regarding safety education, the required education is conducted at each

workplace. —
Safety education training (work supervisor education) "
* Danger experience seminar ¢ Dust explosion workshop * Safe driving workshop S
* First aid workshop » Automated external defibrillator (AED) workshop 3

Health and Productivity Management

Based on our Nakanishi Health Management Declaration which is our phi- /
losophy for promoting health and productivity management, NSK focuses y
on dental, physical and mental health when being more active in promoting 2 ‘;"’ﬂ;"‘%
health enhancement activities, identifying health issues and taking measures. “"~
2021

RERZSBRZEA

Health and productivity

Nakanishi Health and Productivity Management Declaration

Amid a society that is growing old rapidly, NSK strives to contribute toward the extension of health
expectancy for people based on the approach that dental health leads to physical health.

To achieve thisapproach, we think that the most important thing is for each and every employee to
continue to be healthy.

"Let's increase individual value"—stated in our motto—also applies to health.

We declare that we will actively undertake various health enhancement activities so that each
and every employee can take the initiative to maintain and enhance mental and physical health

autonomously to increase individual health value.

NAKANISHI'INC.
President & Group CEO
Eiichi Nakanishi
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Promotion Structure

NSK has established the Health Management Promotion Committee, and health and productivity management pro-

motion measures discussed and decided by the committee are promoted by the Health Enhancement Section of the

Human Resource Department—which acts as the secretariat—in collaboration with affiliates within and outside the

company.

President

Health and Productivity Collaborate

Management Promotion Committee )
Consult

Secretariat: Health Promotion Section

Collaborate # Consult Report t Discuss

Collabindustrial Health and Safety
physicianorate Committee

Execute * Promote

Employees

Dental Health

Collaborate My Consult

Health insurance
society

FY2020 measures and targets Results and performance

Rate of undergoing dental health examination during working hours

Actual rate :100% Actual rate in FY2018: 88.6%
Actual rate in FY2019: 91.6%

Rate of recommaending visit to dental clinic for employees with untreated
decayed tooth

Actual rate :100% Actual rate in FY2019: 100%

Internal training by dental specialist

Conduct lecture on brushing of Actual performance in FY2018: Conducted
teeth five times with a total of 194 participants
Actual performance in FY2019: Conducted
five times with a total of 84 participants

Physical Health

Rate of undergoing dental health
examination during working hours

%

100
9% 91.6
0| 886
85
80
SN B
2018 2019

FY2020 measures and targets Results and performance

Rate of undergoing primary health examinations

Rate of undergoing : 100%,; rate of | Actual rate in FY2019: 97.4%; rate of employ-

Rate of undergoing primary health
examinations

%

employees with diagnosis: 60% or | ees with diagnosis: 62.9% 100 96.6 97.4

lower 95

Rate of recommending examination to employees applicable for secondary 00

health examinations and follow-up

Actual rate :100% | Actual rate in FY2019: 100% 8

Creating habit of exercise: Employees who conduct exercise to sweat twice or 80

more each week, 30 minutes or longer each time

0, i . 0,

20% or more ‘Actual rate in FY2019: 16% o - -

2018 2019

|e1oos |
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Mental Health

FY2020 measures and targets Results and performance

Conduct of stress & engagement survey

conducted conducted

Employees with high stress & low engagement

16.5% or less Actual rate in FY2019: 18.0%
Actual rate in FY2020: 15.7%

Engagement improvement training

‘Attendance rate: 89.2%
Mental toughness improvement training

‘Attendance rate: 90.9%

Attendance rate of e-learning lessons (mental toughness improvement of subor-
dinates, assertion, etc.)

Attendance rate: 100%
(scope: all management positions)

Keeping Down Long Hours of Work

As excessive work is a factor that undermines mental and physical health, we work to prevent long hours of work.
Together with observing the relevant laws and regulations, we strive to improve operations by establishing internal
standards and requiring supervisors to be contacted and checklists to be submitted to the Human Resource Depart-
ment when working hours exceed the internal standards. In addition, we create opportunities for consultations with
industrial physicians when necessary.

Regarding the management of working hours, we manage time at the workplace using IC cards.

|e100g |
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Respect for Human Rights

| Basic Approach

Human rights are rights that all human beings are born with and a universal value. A company is a social system that
contributes toward society’s expectations and people’'s happiness. Its management is but a public institution that
must follow the logic of people. NSK is always oriented toward the ideal of companies as public institutions of society.
We carry out management not based on the company's logic, which puts the company at the center, but based on
the logic of people. We respect the human rights of every person and do not accept any form of discrimination (such
as gender, age, nationality, race, ethnicity, ideology, belief, religion, birth, education, disabilities, illness and marital
status). In addition, we treat everyone with the same respect and dignity. Based on the above policy, we respect the
principles regarding human rights in the United Nations Global Compactand will realize the qualities required by soci-
ety. We respect the human rights of our employees and those working at our company based on laws and regulations

as well as employment rules.

Initiatives

Human Rights Risk Evaluation

NSK checks the state of harassment through the stress & engagement survey conducted annually for employees and
take corrective actions as appropriate.

Human Rights Awareness & Education Training

NSK strives to prevent violations of human rights by conducting education for purposes such as preventing harass-
ment (annoyance) and spreading the correct knowledge about work. We conduct training regarding harassment and
labor management in the training organized for new managers each year. At the same time, based on the results of
stress checks and engagement surveys, we conduct harassment training for existing management and managers as

appropriate. In FY2020, 30 new managers attended the training.

Hotlines for Human Rights-related Whistleblowing and Consultation

NSK has established hotlines that can be used freely by all employees and overseas technical interns for consultation
about their worries at the workplace and problems in the working environment. Information regarding whistleblowing
is handled strictly so that they can use the hotlines with peace of mind. Employees and interns will not be penalized
because of whistleblowing or consultation. The hotlines are established with the Human Resource Department inter-
nally and with an external agency outside the company. Whistleblowing is possible through telephone, fax or email. In
FY2020, there was one case of whistleblowing reported internally and zero case externally.

Respect for Human Rights in the Supply Chain

>Related Link:
Responsible Supply Chain

|e100g |
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Responsible Supply Chain

| Basic Approach

The supply chain, leading from the procurement of raw materials and parts to manufacturing, distribution, inventory
management, sales, use and disposal, can include social issues such as human rights abuses, poor working conditions,
environmental destruction and conflict minerals, especially in raw material procurement and secondary and tertiary
business partners. These problems are seen as a global issue. To ensure sustainable procurement, companies are re-
quired to expand purchasing management to not only their own purchasing but their entire supply chain, contributing
to resolving this social issue. At a time when poverty is causing human rights and labor issues to become increasingly
serious, and the social environment is changing at an accelerating pace, NSK recognizes that deepening our relation-
ships with our procurement partners and working to strengthen our purchasing abilities is more important than ever.
Based onan optimized, solid procurement platform, we will contribute to the creation of a sustainable society by aiming

to resolve social issues such as conflict minerals through collaboration and dialogue with our procurement partners.

Initiatives

Business Partner CSR Guidelines / Green Procurement Guidelines

NSK's corporate activities are founded on our raison d'etre of “creating brilliant progress” as a way so the society in
which we live can make better progress. In addition, we also hold that the definition of a company is a social system
that seeks happinessand contributes to the expectations of society and the happiness of people through the exchange
of value. This raison d'etre and company definition are defined as our basic principles and management philosophy,
which all officers and employees must abide by, and we work to ensure they are all aware of them. In addition, we are
committed to meeting society's expectationsin terms of safety, quality, compliance, environmental protection, stable
supply and fair value. Also, we believe it is important to promote these initiatives through our business during our
procurement of raw materials and services. NSK created our Business Partner CSR Guidelines in April 2021 as a way
to respond to the expectations of society in collaboration with all our business partners, and put together the items
we want our business partners to work on. We are carrying out activities to ensure these Guidelines are understood
and thus strengthen our supply chain together. At the same time, we are working to ensure awareness within our

company of the following two points in our Compliance Behavioral Guidelines.

Healthy Corporate Activities
We respect our suppliers and other business partners as equal partners based on the principle of good faith, aiming for
mutual prosperity and practicing sincere, fair, and equitable corporate activities. In addition, we do not carry out any

unfair or improper activities that take advantage of our superior position.

Monitoring Human Rights Issues across the Supply Chain
We monitor human rights issues and risks in the supply chains that feed us the parts and raw materials for our prod-
ucts, and strive to comply with the laws and regulations. In addition, we have established our Green Procurement

Guidelines for managing chemical substances.

>Related Link:

Green procurement Guidelines

|e100g |
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https://www.nakanishi-inc.jp/sustainability_report/GreenProcurementGuidelines_en

Respect for Human Rights Across the Supply Chain

NSK uses contracts to require our suppliers to comply with all laws and regulations both domestic and international in
transactions in Japan or overseas. We audit our suppliers on an annual basis, checking for any instances of slave labor,

human trafficking, or forced relocation along our supply chain.

>Related Link:
Statement regarding the UK Modern Slavery Act

Response to the Conflict Minerals Issue

Certain minerals (tin, tantalum, tungsten, and gold) produced in the Democratic Republic of the Congo and neighbor-
ing countries have been reported as being a source of funding for armed groups, and may be contributing to human
rights abuses caused by their conflicts. This is an issue that arises at the start of the supply chain, and we at NSK are
aware that we need to take responsibility for addressing it. Therefore, we have stopped using conflict minerals from
the Democratic Republic of the Congo and neighboring countries in our products, parts, and materials, as we aim for
a society where there are no abuses of human rights in the mines that are the start of our supply chain.

We carried out an investigation into conflict minerals, and, within the scope of the investigation, confirmed that there

was no evidence of our involvement with these specific minerals or with conflicts.

|e100g |
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Relationships with the Local Community:
Social Contribution Activities

| Basic Approach

The NSK Group holds up the mission of creating "brilliant progress” via innovative “grinding technology” at the "Our
Core" values of corporate philosophy. To achieve this, we contribute to the extension of health expectancy for people
all over the world through our corporate activities, and at the same time, we carry out a range of social contribution
activities as a company rooted in our local community. Our products are sold in more than 135 countries around the
world, and we carry out our business activities in many different countries and regions mainly through our headquar-
ters and the overseas subsidiaries we have set up in 15 countries. Amidst this, our group holds CPS (Culture-oriented,
People-based, Social-perspective) as its core premise when carrying out our business. Our group strives to provide
solutions to social issues by drawing on our partnerships with the various local stakeholders, while we deepen our
understanding of the cultures, societies, and environments of the various countries and regions we operate in. Our
headquartersis located in a rich natural environment, overlooking the Oashi River, a major river famed for its clear wa-
ters. Inspired by the original Japanese name of the place, we gave it the name SUNNY CAMPUS. While it is of course
the headquarters of our group's business, we also hope that it will continue to be a place of organic interactions with
the local community. NSK products end up all over the world, but most of them are produced either at our headquar-
ters factory in SUNNY CAMPUS, or the A1 Factory next door. As the slogan "“Made in KANUMA" suggests, for our
group, which continues to carry out integrated production in the Kanuma region, maintaining good relationships with
the local community is one of the key managementissues. As a good corporate citizen, we intend to continue carrying

out arange of social contribution activities that build on the demands and expectations the local community has of us.

I Initiatives

Main Recent Initiatives

Initiatives in Japan

Blood Donation at the Headquarters and A1 Factory

NSK has held blood drives for many years now. Twice a year, in May and November, we work with the Tochigi Red
Cross Blood Center to hold a blood drive at our headquarters and A1 Factory. Each time, about 120 people donate
blood. The coronavirus pandemic has caused a shortage of blood in 2021, so we intend to up our blood drives to three
times a year, in March, July, and November.
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NSK Nakanishi Foundation (scholarship)

The NSK Nakanishi Foundation (became a public interest incorpo-
rated foundation in 2018), founded on October 12, 2016, provides
scholarships to dentistry students to secure and train the skilled peo-

ple who will lead the dental medicine of the future. The Foundation
pays out scholarships to provide an environment where students

can learn passionately, contributing to the further advance of dental
medicine.

Sponsorship of Local Sports Teams

NSK has signed sponsorship agreements with a number of professional sports teams in Tochigi Prefecture. Encourag-
ing sports together with employees and local residents, it continues contributing to revitalizing the local community
and encouraging[promoting] sports in it.

|e100g |

Membership in B.LEAGUE Membership in Japan Cycle League Membership in J.LEAGUE Membership in Asia League Ice Hockey
Professional basketball team Professional cycle road racing team Professional soccerteam Professional ice hockey club
Utsunomiya Brex Utsunomiya Blitzen Tochigi Soccer Club H.C. Tochigi Nikko Ice Bucks

Support for Vocational Skills Development Projects
NSK focuses on training people for monozuku-
ri (manufacturing). In addition to our initiatives
for training our own employees, we also work
with various organizations around the prefec-
ture. We provide testing venues and judges for
the skills testing and certification carried out
by the Vocational Ability Development Asso-

ciation, and encourage our own employees to
take them. These multi-faceted activities led
to our being awarded the Minister of Health,
Labour and Welfare's Prize for Vocational Skills
Development in December 2017.

Donations to Support Training People in Monozukuri
In2018, as we celebrated our 88th anniversary,
we donated a total of 50 million yen to Tochigi
Prefecture and Kanuma, where our headquar-
tersislocated, asaway of thanking everyonein
our local community for their support . The do-
nation is used as the funds for the Super Tech-
nology School Project promoted by the Tochigi

Vocational Ability Development Association as
away totrain people in monozukuri so they can

lead Tochigi's industry into the future.
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Council for Village Beautification of Oya

To encourage the Oya district of Utsunomiya to flourish, the first symposium for the "Tochigi Food, Farm, & Tourism
Step-Up Project: Connecting Oya and the world" was held at our headquarters RD1 Center Court on September 19,
2019. It was attended by about 180 related parties, residents, and so on, who confirmed the possibilities of the Oya
district. The symposium was run by the Founders Society of the Council for Village Beautification of Oya, which is

made up of Kazunori Otowa, owner-chef of
Otowa Restaurant in Utsunomiya and a noted
master of French cuisine, and others including A
|
C - A

ad

the president of a university in Tochigi and
representatives of major companies. NSK's l
president & Group CEO, Eiichi Nakanishi, also

took part as one of the founders.

—
-

Disaster Relief Donations
NSK donated 10 million yen to provide relief for victims and help rebuild affected areas of Kanuma, Tochigi Prefecture,
where we have our headquarters and where many of ouremployees live, affected by Typhoon No. 19 in October 2019.

NSK Rising Event

NSK holds the NSK Rising Event as a way for both us and our local community to continue rising up together. At this
event, we invite locals to cultural events held and improve the cultural level of our employees. The event started as a
way to celebrate the completion of our new headquarters, RD1, in 2017, and has been held annually since. Between
our employees, their families, and local residents, we always get huge crowds attending. However, due to concerns
about COVID-19, we did not hold an NSK Rising Event in 2020.

1st NSK Rising Event (Oct. 22,2017) 2nd NSK Rising Event (Dec. 9,2018) 3rd NSK Rising Event (Sep. 21,2019)
Performance by Noh artist Shonosuke Okura Lecture by Kenichi Ohashi, Master of Wine Rakugo session with Ichinosuke Shumputei

Future Creation University for Children in Tochigi Project

We want to provide children with opportunities to "touch and learn from the real thing" and help them create their
own visions of the future. We have been part of the Future Creation University for Children in Tochigi project run by
the prefecture since 2018. We also host a number of social studies class visits from elementary schools throughout
the prefecture.

|e100g |
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Open SUNNY CAMPUS

"SUNNY CAMPUS" is the name we give to the entire site where our headquarters factory is located. The sports field,
tennis courts, and other facilities on the grounds are made available for local educational institutions and so on to use
for free.

Support for Kanuma Rotary Club's Education for Job-seekers

We continue to support job-seeking activities for local students who are approaching the milestone that is graduation.
We take charge of courses for job-seeking students run by the Kanuma Rotary Club, and hold seminars on interview
techniques.

Clean-up NSK Campaign

We are promoting the "Clean-up NSK" campaign, a local cleaning activity, mainly undertaken by Environment Com-
mittee. We are working to clean and beautify the roads around our premises so that local residents and employees can
use them safely and comfortably every day. We have submitted the Al-Road” (which means “Love-Road") application

to Tochigi Prefecture for this cleaning activity, and we are responsible for maintaining and managing the environment

around the factory.
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Initiatives by Group Companies

NSK America Corp.

Volunteers at our US-based subsidiary, NSK America Corp., take part in the US NPO, Feed My Starving Children,
packing and shipping food packages to be sent to children around the world suffering from famine (October 2019).

|e100g |
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NSK Oceania Pty. Ltd.

Promoting the “Going Green” campaign

Our Australia and New Zealand-based subsidiary, NSK Oceania Pty. Ltd.,
trades in used hand-pieces from our customers in both countries, then
repairs them and donates them to dental clinics in Pacific nations. This
contributed to correcting regional medical imbalances and in reducing the

amount of waste (April 2020).

NSK Dental Spain S.A.

NSK

NSK is going green

Renew. Recycle. Reuse.

Trade-in your old handpiece for an
equivalent new NSK handpiece

and receive 30% OFF

NEis doing

Partnering with food banks in Spain and Portugal to provide donations according to sales

Our Spanish subsidiary, NSK Dental Spain S.A., made a donation to food banks in Spain and Portugal based on the

amount of sales from a campaign conducted in July 2020. This allowed more than 500 families in both countries to

receive food that would otherwise be wasted.

|e1oos |
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Environmental Management

Inrecent years, social issues related to the environment, such as climate change due to the impact of global warming,
resource depletion due to population growth and marine pollution due to ocean plastics have become increasingly
serious. As a movement of the international community toward the environment, it is necessary to tackle these issues
on aglobal scale. In response to this situation, in September 2015 the United Nations General Assembly adopted “The
2030 Agenda for Sustainable Development,” centered on "Sustainable Development Goals (SDGs).” SDGs outline 17
goalsand 169 targets that need to be addressed for a sustainable world—including environmental conservation—such
as "Taking urgent action to combat climate change and its impacts" and "Ensuring sustainable consumption and pro-
duction patterns.” They call for the active involvement not only of countries but of companies, too. As societal issues
grow more complexand more serious, at NSK we believe that companies have a duty to contribute to the development
of societies through their business activities. In December of the same year, the "Paris Agreement” was adopted at the
International Conference "COP21" of the United Nations Framework Convention on Climate Change (UNFCCC), and
the movement toward decarbonization is accelerating in Japan and overseas. Companies are required to understand
the risks and opportunities posed by climate change to their businesses, set long-term reduction targets, and work
to reduce greenhouse gas emissions throughout the supply chain. It is also expected that local communities, com-
panies, and the whole world will work together to resolve important environmental issues. Accordingly, we believe
that companies have an increasingly important role to play in solving environmental issues, and that companies are
dutybound to respond to the various needs and expectations of society.

At NSK, we recognize that addressing environmental issues such as climate change is a management issue of the
utmostimportance. We intend to use the monozukuri (manufacturing) expertise and advanced technological capabil-
ities we have accumulated to demonstrate solutions to environmental problems, and build a foundation for achieving
SDGs by steadily advancing wide-ranging initiatives. These include strengthening legal compliance, reducing the
environmental impact of our monozukuri, promoting environmental education and communication and conserving
biodiversity. At NSK, we recognize we are both a member of society and a company that contributes to the global
environment. In response to environmental issues such as climate change, we have defined “coexistence between
people and the earth” as one of our goals, and we intend to promote our Green Plan 2030 medium-term plan. By inte-
grating our technological capabilities and inventiveness, and by resolving societal issues and growing our business,
we believe we can contribute to the creation of a bright future. We understand this to be a corporate duty , which we

intend to fulfill as part of our responsibility to society.

JUBWUOIIAUT

44



I Environmental Policy

At NSK, based on our Environmental Policy, we take the environment into consideration in our business activities.

Environmental Policy

NSK shall implement in all its corporate activities, such as research and development, manufac-
turing, sales and services of ultra-high-speed rotary equipment, including dental instruments,
considering the organization state that can affect business activities, the following environmental
activities based on the goals of reduction of environmental impact for the global environment of

the future, harmony with nature, and the establishment of a healthy and prosperous society:

1. Promotion of environmental protection, including prevention of contamination
NSK reduces environmentally hazardous substancesin all of its activities to prevent contamination
and protects the natural environment from harm and degradation arising from organizational activ-

ities, products and services.

2. Continuous improvement of the environmental performance of energy and resource conservation
NSK continuously improves its environmental performance in all fields of its activities including
manufacturing products, focusing on energy conservation for global warming prevention and

recycling for resource conservation.

3. Compliance with environmental laws, regulations and other voluntary standards
NSK ensures compliance with environmental laws and regulations related to all of its corporate
activities, products and services and standards judged to affect the needs and expectations of

interested parties.

4. Reduction of environmental loads in all processes of business considering the life cycle

NSK strives to continuously improve the activities to reduce environmental impact of all production
processes from product planning and development to manufacturing, sales, use and disposal, with
all of its employees, by accurately assessing the impact of its corporate activities on the environ-
ment and setting environmental targets within the range of technological and economical abilities.

5. Promotion of communication with stakeholders
NSK communicates with stakeholders, including those in the surrounding areas, to maintain the

environment.

6. Dissemination of environmental policy
NSK communicates environmental policies and the importance of global conservation to all related

stakeholders.
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| Environmental Management Promotion Structure

At NSK, our President & Group CEQ is responsible for overseeing the promotion of environmental management. Under

his supervision, we proactively execute our responsibilities centered on the following four key aims:

1. Strengthening our Environmental Management System
2. Providing environmentally friendly products
3. Establishing environmentally friendly monozukuri systems

4. Promoting environmental communication

In order to promote these aims effectively, we have integrated our company’s environmental activities in a cross-de-
partmental manner; specifically, we have appointed an Environmental Control Manager and established the EMS
Section as the secretariat responsible for supervising these promotions. These personnel and organizations are
responsible for debating and making decisions on key matters, such as defining our Environmental Policy and envi-
ronmental activities, ensuring we comply with environmental laws and regulations and making recommendations to
the management. We have also established the Environmental Committee, which is responsible for the operation of
the Environmental Management System, document reviews and the promotion of energy conservation and the 3Rs
(reuse, reduce, recycle). Likewise, we have established the Pollution Prevention Subcommittee, which monitors the
RoHS Directive and other requirements for chemical substances in various countries and seeks to prevent chemical
substance pollution and reduce environmental risk. These committees examine and deliberate all manner of issues,

and the conclusions are reflected in activities throughout the company.

Environmental Management Promotion Structure

Environmental Management Supervisor
(President & Group CEO)

Environmental Control Manager

Environmental Policy

-Environmental Targets
-Plans

Environmental Control Secretariat
(EMS section)

Headquarters A1l Tokyo Osaka Chubu
Factory Factory Office Office Sales Office

Environment Committee

-Preparation of environmental impact assessments, environmental targets, action plans and EMS documents
-Establishment and implementation of annual environmental targets

-Company-wide activities related to energy and resource conservation

-Establishment of subcommittees (committee members appointed from all divisions)

Pollution Prevention Subcommittee Departmental Subcommittee
-Management of chemical substances -Environmental activities of each department
-Response to chemical substance regulations Report to the Environmental Committee

-Green procurement
-Activities of relevant departments
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Identifying Environmental Risks and Opportunities

At NSK, we have established an Environmental Management System that conforms to ISO 14001; through this
management system, we identify important risks and opportunities related to environmental issues, discuss how
to respond to these issues and implement action plans accordingly. In addition, based on the concepts outlined in
ISO 14001:2015, we are in the process of establishing systems to identify risks and opportunities with the potential
to impact our business activities in a manner that exceeds merely an environmental framework. Examples include

"external and internal issues that can affect an organization” and “the needs and expectations of interested parties.”

Process for Identifying Risks and Opportunities

Identificati £ Itdentllflca:jtl_o? of | Identification of the Compliance obligations
aentl 'C? ||ono t &x erntah atn n ?‘l;nat needs and expectations (compliance with laws
environmentataspects Issues that can attec of interested parties and regulations)

an organization

Identification of risks and opportunities

P Needs and
Identification of - . . " .
Organizational issues expectations of Additional compliance
remarkable . ; S
. to be acted on interested parties to be obligations
environmental aspects acted on

! l | !

Discussion of approaches

¥

Environmental action plans

Risks and opportunities to be acted on as part of ISO 14001 Risk or opportunity

Remarkable environmental aspects

1. Electricity use Risk

2. Waste emissions Risk

3. Recycling rates Risk

4. Paper use Risk
Organizational issues (external)

1. Monitoring and complying with environmental laws and regulations Risk

2.Increasing energy and industrial waste costs Risk

Needs and expectations of interested parties

1. Formulating medium and long-term Environmental Vision Opportunity
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Environmental Audit

The EMS Section, which is the department responsible for environmental management, carries out internal environ-
mentalauditsonceayearinall divisions. The internal environmental audits verify the state of progress of environmental
action plansin each division, and thereby confirm the suitability, compliance and effectiveness of the Environmental
Management System. The results of these internal environmental audits are reported to the management once a year.
Environmental audits of business partners are jointly carried out by the Purchasing Department, the Production
Control Department and the EMS Section. “Environmental audits of business partners check sheets” are distributed
to business partners in advance to verify the state of their environmental initiatives. We then narrow down target
areas to be audited, and carry out on-site checks of environmental burden reduction activities, compliance with laws
and regulations and other aspects. These environmental audits of business partners are also used as opportunities to
share issues related to the promotion of environmental management and to provide education related to environmen-

tal laws and regulations.

Number of Environmental Audits Carried Out

FY2018 FY2019 FY2020
Internal audits 1 1 1
Environmental audits | Suppliers 11 10 8
of business partners Subcontractors 5 6 5

Other on-site inspection audits of industrial waste contractors and external dangerous goods warehouse managers
At NSK, we carry out on-site inspection audits of industrial waste contractors (collection and transportation, and intermediate disposal
sites) and external dangerous goods warehouse managers with whom we have concluded contracts. Through these inspection audits,
we verify compliance with applicable laws and regulations, and suggest corrective measures and recommend improvements where
necessary. In FY2020, we carried out inspection audits of eight industrial waste contractors, two resource recovery plants and one

external waste warehouse manager. We found no points that required improvement.
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Environmental Management System

Environmentalissues are common to people all of the world, and it has become an age that companies' effort to reduce
their environmental burden affects the evaluation of the management quality and, in turn, the evaluation of products.
At NSK, we are engaged in environment-friendly business operations; to this end, we acquired ISO 14001 certifica-
tion, the global standard environmental management system, in January 1999. We are implementing environmental
activities based on our management policy of reducing the environmental impact for the future global environment
and realizing a healthy and prosperous society in harmony with nature through all our business activities including re-
search and development, manufacturing, sales, and service of dental medical equipment and other ultra-high-speed
rotary equipment. We have adopted the Environmental Management System at each of our five business sites—our
Headquarters and A1 Factories, and our Tokyo, Osaka and Chubu Sales Offices. In order to grasp states of progress
and potential issues, and in order to strengthen our management activities at each of these business sites, we have
integrated our environmental activities and operate an efficient management system rooted in ISO 14001. Through
these activities, we categorize business and environmental issues as “risks” or “opportunities,” and implement solu-

tions aimed at their resolution. Our approach conforms to ISO 14001:2015.
rm----- Environmental Management System (EMS) ------ -

Applicable sites

Headquarters, A1 Factory, Tokyo Office, Osaka Office
and Chubu Sales Office

Scope
Internal and Applied to designing, manufacturing, sales, ancillary services Needs and
external and marketing of the following products: expectations
problems ) ) of interested
» Dental handpieces « Sterile burs arties
e Surgical handpieces « Dental laboratory handpieces P
« Ultrasonic scalers * Maintenance devices
* Dental cleaners * Cosmetic devices

* Endodontic apex locators ¢ Industrial spindles

* Environmental aspects
PLAN « Legal and other requirements
* Objectives, targets and action plans

@ « Resources, roles, responsibility and authority

« Competence, training and awareness
« Communication
DO * Emergency preparedness and response
« Control of documents
« Operation control
* EMS documentation

@ * Monitoring and measurement

« Evaluation of compliance

CHECK < cConformity as well as corrective and preventive action
« Control of records
« Internal audits

Q ACTION - Management review

U s
ey W

Intended results of the environmental management system (EMS)
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| Targets and Results

Medium-term Plan: Green Plan 2030

At NSK, we have for a long time promoted environmental activities based on our medium-term plans. In our previous
Green Plan 2020, which ran from FY2016 to FY2020, we set out targets to reduce energy use and industrial waste
emissions by 1% year on year, and worked hard to reduce our impact on the environment. With the exception of
reducing our industrial waste emissions, we succeeded in achieving all targets set out in the Green Plan 2020. We
formulated the Green Plan 2030 based on the results of the Green Plan 2020 activities, on various environmental
issues such as global warming and on our medium-term management plan. The Green Plan 2030 sets even higher
targets than our previous medium-term plan. We believe that companies have an increasingly important role to play
in solving environmental issues, and that they are dutybound to respond to the various needs and expectations of
society. Our formulation of the Green Plan 2030 is rooted in an awareness that responding to society’s expectationsin
this way will help us execute our social responsibilities. At NSK, we intend to carry out a variety of initiatives aimed at
reducing ourimpact on the environment, based on our Green Plan 2030 medium-term plan. Going forward, we expect
that climate change reduction goals, initiatives and measures will be defined by various countries. We will strive to
reduce our greenhouse gas emissions, paying close attention to greenhouse gas reduction trends both in Tochigi

Prefecture and in Japan as a whole. If necessary, we will adjust our reduction targets accordingly.
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Green Plan 2030

Initiative

Combating
climate
change

Establishing a
recycling-ori-
ented society

Management
of chemical
substances

Legal
compliance

Preventing
environmen-
tal pollution

Water usage

Control
greenhouse
gas emis-
sions

Control
waste
emission
volumes

Promote
zero
emission

Reduce food
loss

Promote
green
procurement
in supply
chains

Monitor
applicable
laws

Plant
effluent
standards

Water usage
surveys

Management

items

Calculated greenhouse gas
emissions
(t-CO2)

Reduce per unit energy use
(1,000 kW per 1,000 units)

Reduce per unit CO2
emissions

(production units)

(1,000 kW per 1,000 units)

Per unit industrial waste
emissions

(production units)

(kg per 1,000 units)

Resource recovery rate

Food recycling rate

Content of banned
substances
(%)

Compliance rate with
related laws

Compliance with effluent
standards

Clean water, industrial
water and effluent water
usage surveys

Head-
quarters

O

Base
Tar val

SERS]
FHIE

2019

7,791

2019

0.3997

2019

0.0513

2019

55.474

2020

N

A80%

A5%

A7%

A20%

99%
or more

A5%

100%

100%

A100%

A10%

A15%

A25%

99%
or more

A10%

100%

100%

Monitoring and
reductions (m?3)

Concrete

measures

¢ Reduce per unit CO2
emissions

* Review greenhouse gas
coefficients

* Increase proportion of
renewable energy used

* Repair air loss

« Update aging facilities

* Review automatic
air-conditioning controls
and operations

* Optimize compressor
source pressures

« Discontinue use of
mercury lamps

* Optimize sorting
processes

* Properly classify indus-
trial waste and general
waste from business
activities

* Reuse waste oil and
cleaning fluids

* Reduce food waste

« Carefully implement
the 3Rs

Resource recovery rate
99% or more

Standardize disposal
methods

* Regularly monitor laws
and regulations in various
countries

« Ensure green procure-
ment across entire supply
chain

* Integrate management of
data using chemSHERPA

* Promote green procure-
ment

* Monitor domestic and
overseas environmental
laws and regulations

Trend management of
inspection data

Headquarters Factory
clean water

A1 Factory clean water

A1 Factory industrial water

A1 Factory effluent water
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Environmental Activity Results for FY2020

At NSK, we set—and work to achieve—annual environmental targets based on our Green Plan 2030 medium-term plan
and on the business issues we have categorized as "risks” or “opportunities.”
Our results for FY2020 are outlined below.

Initiative FY2020 targets FY2020 results Initiative Assessment

« Control storage volumes in waste alkali tanks
through the installation of water faucet
adjustment valves

Year-on-year comparison

B it preshvees) FY2020 results: 2.325 kg

Reducing waste per 1,000 units

reduction of 1% K i » Optimize sludge (grease trap) recovery O
volume Target value of 2.707 kg Target achievement rate: frequency
. 116% . .
per 1,000 units « Promote recovery and recycling of in-process
cutting fluid

FY2020 results: 208.5
Reducing paper  Perunitreduction of 1% sheets per person
use 225.6 sheets per person Target achievement rate:
108%

« Use of digitalized deviation acceptance
application forms @)
« Use of tablets for repair systems

(e::\?rglrzlggnvt\gfh Exceeded BOD with A1 Since concentration of influent water was high,
100% compliance Factory septic tanks we are in the process of discussing increasing VaN
laws and
N (300-person tanks) water volumes
regulations

Assessment Criteria: O= Achievement rate of 100% A = Achievement rate of 80% or more
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State of Environmental Impact of Business Activities

NSK assesses its environmental performance across its entire value chain, and promotes environmentally friendly

business activities.

Material Balance (2020)

Focused on reduction in use of
hazardous chemical substances
included in the products and
materials.

Promoted energy saving initiatives
through raising employees'
environmental awareness
(FY2020 results)

Raw materials
Metallic material 153,094
use units
Chemical substances
Cutting fluids 23,400L

Cleaning fluids 13,200 L

Energy (Headquarters)
Electricity

(1,000 kw) 4,582
LPG (m?) 6,219

Energy (A1)

Electricity

(1,000 kw) 9.972
LPG (m?) 4,445

Paper Purchase Amount

Purchase Amount 3,131
(A4 size equivalent) sheets

Clean water (Headquarters)
m? 10,930

Clean water (A1)

m? 4,271

Industrial water (A1)

m? 2,864

Gasoline-powered vehicles (company-wide)
Total of 10 units 4,810 L

Input

Development

Procurement

Manufacturing

Distribution
SEIES

Promote zero emission
Unit energy consumption
Reducing use of chemical
substances

(FY2020 results)

Per unit energy use (Headquarters)

kL per 1,000 units | 0.000442

Per unit energy use (Headquarters)

kL per 1,000 units 0.03938

Emissions volumes

Emissions into
atmosphere

Emissionsinto
public water

Emissions
into soil

Transfer amount

Industrial waste

ral 31,573 kg
emissions

Landfill volume 318 kg

Product

Number of products
produced
(1,000 units)

Number of
shipments
(1,000 units)

Wastewater from the factory (A1)
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I Initiatives

Compliance with Environmental Laws and Regulations

As global warming, resource energy, and other global environmental issues are becoming more widespread and
globalized, policies and regulations are being reviewed and strengthened at the regional and national levels with the
aim of achieving sustainable growth. At NSK, we ensure careful environmental compliance with the aim of minimizing
environmental risks such as environmental pollution, destruction of ecosystems and climate change. In FY2020, we

violated zero environmental laws and regulations or other requirements.

Environmental Education

Raising environmental awareness of each employee is important for promoting environment conservation activities.
Therefore, we believe that it is important to enhance the education system and implement continuous education. At
NSK, the Environmental Control Manager and EMS Section work together to carry out various educational programs.
Through general environmental education programs, we seek to deepen employee understanding of how environ-
mental activities and various work processes impact the environment; we also implement specialized education
programs for relevant departments, aimed at raising awareness of the latest trends in environmental laws and regula-
tions, including those covering chemical substances. In addition, when elementary school children take part in plant
tours, we teach them about recent environmental issues, the environmental activities we carry out at NSK, as well as
environmental initiatives that can be carried out by individuals. At NSK, we carry out monozukuri activities in regions
with rich natural environments. We believe it is our corporate duty to pass these natural environments down to future

generations, and we implement initiatives accordingly.
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Our Products and Environmental Activities

| Basic Approach

NSK recognizes that companies are expected to respond to environmental issues such as climate change, and so-
cietal changes such as a rapidly ageing society. Consequently, we believe it is important we increase our profits and
launch highly competitive products while actively contributing to the resolution of societal issues. We are working to
develop products that help society to reduce its environmental impact and, at the same time, we are responding to
the needs and expectations of markets. In this way, we seek to achieve sustainable growth hand in hand with society.

Environmental Design in the Development Process

At NSK, at the development stage we seek to accurately grasp and reduce the environmental impact of the entire
lifecycle of our products—from materials to distribution, use and disposal. We aim to provide high-performance prod-
ucts that are extremely energy-efficient, as well as products that are more compact, lighter, and incorporate multiple
functions in response to increasing demand for mobile dental care in a rapidly ageing society. We have set ourselves
the goal of “coexistence between people and the earth,” and aim to become a company that contributes to improving
the global environment and society through the provision of these products.

Structures that Facilitate User Maintenance (Resource Conservation)

Air Turbines are one of our core dental products. They are used to drill teeth, and powered by compressed air. Air
Turbines work by using compressed air to drive rotors that spin an axle; the axle is fitted with a bur, and this bur is
used to drill teeth. The rotor part of the system is known as the “cartridge.” We gave careful consideration to the
maintainability of the cartridge, and designed an easily interchangeable structure. Enabling customers to replace the
cartridge extends the life-expectancy of the turbine, and results in significant resource savings.

Air Turbine Structure

ﬁ Cartridge

e

Compressed air

Turbine body
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Integrating Distinct Products for Greater Efficiency

As societies begin to age with increasing rapidity, we can expect greater demand for mobile dental care. And, since
elderly people today retain more of their natural teeth, a wide range of mobile treatment will be required. Our VIVA ace
mobile dentistry system integrates a high-performance micromotor, an ultrasonic scaler, a three-way syringe, and a
vacuum into a single package. Previously, our mobile dentistry solutions required three distinct devices: the VIVA-
support 2, the VIVAMATE G5, and Varios 370. However, VIVA ace not only broadens the scope of possible treatments,
but provides the convenience of a traditional dental clinic treatment environment in condensed form in a high-added
value product. Condensing necessary functions into a single package realizes significant energy savings when
compared to using a variety of distinct devices. At NSK, we intend to recognize future societal changes as business
opportunities, and provide products that cater to market needs and expectations in a timely manner.

Vacuum
Ultrasonic scaler

Micromotor
/ Three-way syringe

Vacuum bottle

S/

Water bottle
Control panel

<

. e
{-
Watér bottle
suction

Varios 370 S = /
| P v;’71 Vacuum
e ‘ ) g hose
- | B
VIVAMATE G5 Foot control Vacuum bottle

(optional) Foot control

VIVAsupport 2

VIVA ace

Product Development that Takes Maintenance and Other Lifecycle Processes into
Consideration

Handpieces used to treat patients must always be washed and sterilized after use. At NSK, we have launched iCare,
a device that automatically washes and lubricates up to four handpieces at once, and iClave, a device that sterilizes
using high-pressure steam.

The iCare automatic cleaning and lubrication system dispenses lubricant volumes tailored to the type of handpiece
used, so reducing excess oil use. The iClave mini2 high-pressure steam sterilization system is more compact than its
predecessor, the iClave mini. In addition, increasing the high-pressure steam gravity displacement process enables
even the inside of handpieces to be carefully sterilized, and improves the device's sterilization capabilities. Our main-
tenance products enable users to keep their handpieces in better condition for long periods of time, and contribute to
reduced use of new materials. They also help prevent infection, and can therefore be used safely.

iClave mini 2 iCare
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Energy Conservation

Efficient Transmission of Compressed Air to Drive the Rotor (high-efficiency and energy-saving)

Our Air Turbine dental products efficiently transmit compressed air to rotate the rotors. This improves the basic per-
formance of the product, including its rotational speed and rotational torque. Our S-Max M Turbine uses a modified
rotor shape that increases the surface area that receives compressed air by 100% (a two-fold increase) over previous
models. Accordingly, the rotor spins more efficiently when using the same volume of compressed air as previous
models, leading to a significant increase in torque from 20W to 26W.

Air Turbine Structure

r Cartridge

Improved Internal Circuitry Leads to Energy Savings

At NSK, our industrial ultrasonic polishing devices are high-
speed devices that operate at 19,000 to 29,000 rotations per
second, with a maximum amplitude of 40 um. In our latest
models, we have introduced a raft of improvements over
previous versions, including: a heat-protection function to
prevent temperature rises and enable continued use; im-

proved visibility through the use of large numbers of LEDs;

and energy savings of 13% by refining the structure of its
internal circuits. At NSK, we work to reduce the environ- Ultrasonic polishing device: Sheenus ZERO
mental burden of our products throughout their lifecycles,
and to this end we promote energy savings while they are

being used.

Effective Use of Resources

Transition to Paper Packaging Materials

At NSK, we recognize that waste plastics have a major impact on the global
environments, such as by contributing to marine pollution. For this reason,
we have switched from the use of plastic to recyclable paper packaging
materials for our core Air Turbine and Contra-angle Handpiece products.
Switching to paper materials has enabled us to make our packaging 30%
more compact and 50% lighter than our previous plastic packaging.

Eco-friendly handpiece packaging
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| Management of Chemical Substances

At NSK, we have formulated the Green Procurement Guidelines to define our basic approach to environmentally
friendly materials and parts, and together with our Japanese and overseas business partners we promote green pro-
curement activities. We also carry out environmental audits at some of our business partners every year. During these
environmental audits of business partners, we verify whether they have environmental management policies in place,

and whether they have established energy and resource conservation targets and plans.

Our Products and Chemical Substance Management

Acquiring Information Related to Chemical Substances Contained in Products

In order to comply with applicable laws and regulations, to prevent negative health impacts of controlled chemical
substances, and to prevent environmental pollution, we use chemSHERPA. This tool allows us to appropriately man-
age information on chemical substances contained in our products across our entire supply chain, from upstream
to downstream companies, improving information accuracy, and enabling us to carry out more reliable chemical
substance management. In addition, we carry out regular information-gathering initiatives for chemical substances,
and verify the applicability of laws and regulations in countries where they are being strengthened. At the same time,

we have built a database for the integrated management of this information.

Preventing Contamination (preventing contamination of our products)

According to the EU's RoHS Directive, the use of four phthalates will be prohibited in medical devices from July 2021.
For this reason, we transitioned to the use of parts and materials that contain none of the four phthalates in question
at the end of December 2020.
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Controlling Climate Change

| Basic Approach

Climate change, which stems from increased greenhouse gas emissions, is leading to natural disasters such as
torrential rain occurring with increasing frequency across the world. Against such a backdrop, the Paris Agreement
was adopted at the International Conference COP21 of the United Nations Framework Convention on Climate
Change (UNFCCC), and the movement toward decarbonization is accelerating in Japan and overseas. Companies
are expected to understand the risks and opportunities posed by climate change to their businesses; it is also hoped
that local communities, companies and the entire world will work together to resolve environmental issues. NSK's
energy consumption exceeds the equivalent of 1,500 kL of crude oil, and so it is recognized as a Specified Business
Operator under the Act on the Rational Use of Energy. We are a company that consumes large amounts of energy, and
our business activities therefore have some bearing on environmental issues. At NSK, we have defined “coexistence
between people and the earth” as one of our goals and carry out our activities as a member of society accordingly. We
recognize that using the monozukuri (manufacturing) expertise and advanced technological capabilities we have ac-
cumulated to demonstrate solutions to issues related to global warming is both a need and an expectation of society.
In order to respond to these expectations, we seek to accurately grasp the risks posed by climate change, and work to
reduce greenhouse gas emissions in our production processes. At the same time, we intend to work on the basis that
expanding sales of environmentally friendly products is an opportunity for creating new business and, by reducing
climate change-related risks, fulfill our social responsibility for realizing the Paris Agreement. For this reason, all our
employees will possess high environmental awareness, our supply chain will work together to achieve the Green Plan

2030 and, as an industrial leader, we will contribute to the resolution of environmental problems.
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Climate Change Action Policy

In recent years, climate change has become a major business management risk. At NSK, we believe that accurately
assessing the risks and opportunities provided by climate change and actively disclosing our Climate Change Action

Policy to our stakeholders is necessary for our company to grow in a sustainable manner.

At NSK, we recognize that global warming poses significant risks to our company. For
this reason, we formulated the Green Plan 2030, in which we set a target of reducing
our FY2030 greenhouse gas emissions by 46% compared to FY2019.

G Our President & Group CEO has ultimate responsibility for our company’s climate Green Plan 2030
SUSEINESE change initiatives. The Environmental Control Manager is responsible for drawing Environmental Policy

up the Environmental Medium and Long-term Plan and for reporting results to the

President & Group CEO every year. Under this framework, we will discuss how we can

realize the Green Plan 2030.

If climate change grows more conspicuous, it will lead to societal issues which, in turn,

will have an economic impact. This economic impact will give rise to risks and oppor-

tunities for NSK. We are a monozukuri company. As such, if we do not implement any

improvements, then we expose ourselves to the risk of rising capital investment and

other costs, and we may also miss out on business opportunities. For this reason, we

must transition away from the use of fossil fuel-based resources, improve the energy
Strategies efficiency of our production systems and our products and implement measures to Green Plan 2030

both mitigate and adapt to changes in the global environment. At NSK, we intend both Environmental Policy

to expand our business and contribute to the resolution of environmental issues, and

we recognize the need to take an integrated approach to business strategies and

environmental improvements. In this way, we will respond to problems such as climate

change, resource depletion and waste. We will actively carry outimprovements in our

production processes such as repairing air leaks, optimizing compressor numbers and

air supply pressures, and recycling cutting fluids and washing fluids.

« Green Plan 2030

NSK conforms to the ideas set out in ISO 14001:2015. We have established annual « External and internal issues that can
Risk systems to identify risks and opportunities with the potential to impact our business affect an organization
M t activities, in a manner that exceeds merely an environmental framework. Examples * The needs and expectations of

Ghagsmen include "external and internal issues that can affect an organization” and “the needs interested parties
and expectations of interested parties.” We also set out related environmental targets.  Risks and opportunities
« Company-wide environmental targets
Indices We have established the Green Plan 2030, and set out environmental targets related to ) .
. . Company-wide environmental targets

and Targets climate change accordingly. We report the results of our efforts every year.

Risks and Opportunities Posed by Climate Change

Following the adoption of the Paris Agreement, the movement toward decarbonization is accelerating in Japan and
overseas. Nevertheless, there is a danger that climate change will increase in severity and have a considerable impact
across the world. NSK carries out monozukuri activities in regions with rich natural environments. Unless we take
measures to combat climate change, there will be significant risks to our business continuity, including cost increas-
es, the loss of business opportunities and the onset of natural disasters. However, we also believe that we can create
business opportunities by being among the first to take action. One example is improving the utilization rate of our
production facilities. If we can actively use employee feedback from everyday monozukuri work to improve produc-
tivity, we will be able to reduce our per unit CO2 emissions and so significantly reduce our greenhouse gas emissions.
In addition, decentralizing our production sites to avoid climate change risks can also be taken as a business continuity
opportunity. An example of this is our A1 Factory. At NSK, we previously carried out all processes from metal process-
ing to assembly and delivery at our Headquarters Factory. However, we built A1 Factory, a dedicated metal processing
site, in the neighboring Utsunomiya Nishi Chukaku Industrial Park, and commenced operations there in FY2018.
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Transition risks

Physical risks

Revised laws and regulations will ban the use of certain
chemical substances and technologies; this will result in
difficulty supplying parts and materials or in increased cost
of substitutes

Energy and materials costs will rise

Natural disasters will result in difficulty ensuring the stable
supply of products and services

Establish systems and methods to monitor laws and
regulations around the world

« Establish energy conservation targets and implement
initiatives to achieve them

« Transition to highly efficient facilities

« Transition to the use of renewable energies

Establish business continuity plans and decentralize
production sites to lower risks

Energy

Efficient use
of resources

Products and
Services

Markets

Resilience

Implementing energy savings will reduce energy costs, and
transitioning to the use of low-carbon energies will improve
our corporate image

» We will improve recycling rates of auxiliary production
process materials such as cutting fluids and cleaning fluids

* Promotion of waste reductions and zero emissions will
result in improved corporate image

* Promote environmentally friendly products

« Increased frequency of mobile treatments due to an ageing
society will lead to increased demand for functionality,
versatility, portability, lightness and compactness

Launching environmentally friendly products, and disclosing
relevant information will lead to increased market approval
and market expectation

Securing stable supplies even during natural disasters will
lead to improved customer trust

* Implement energy-saving measures; improve efficiency of
facilities
« Transition to the use of renewable energies

* Promote the 3Rs in our production processes
» Use waste to contribute to biomass power generation

« Establish energy conservation targets and implement
initiatives to achieve them

« Transition to highly efficient facilities

 Improve product durability; improve the quality of our
products and processes

Ensure quality of the information we disseminate; ensure
adequate delivery methods, including the internet

Establish business continuity plans and decentralize
production sites to lower risks

Response to the Act on the Rational Use of Energy and the Act on Promotion
of Global Warming Countermeasures

In Japan, the Act on the Rational Use of Energy and the Act on Promotion of Global Warming Countermeasures require
companies that use more than a certain amount of energy, or emit more than a certain volume of greenhouse gases,
to report their energy usage and greenhouse gas emissions. The Act on the Rational Use of Energy requires these
companies to target, in the medium and long-term, on average an annual 1% reduction in per unit energy consump-
tion, or its equivalent when taking electricity demand leveling into account. However, reductions in greenhouse gas
emissions rely fundamentally on voluntary initiatives; for this reason, under the Act on Promotion of Global Warming
Countermeasures, it is important not only to implement energy savings, but also to transition to the use of fuels with
low emissions factors in order to realize decarbonization. NSK is a Specified Business Operator under the Act on
the Rational Use of Energy. For this reason, we are working to achieve on average an annual 1% reduction in per unit
energy consumption in the medium and long-term, and we regularly report the results of our initiatives to the relevant
administrative bodies.

In the Business Operator Classification System, we have been ranked highly due to the results of our improvement

initiatives.

Response to the Act on Rational Use and Proper Management of Fluorocarbons
The Act on Rational Use and Proper Management of Fluorocarbons came into effectin April 2015. As a result, NSK identified all devices
that contain fluorocarbons, regularly calculates fluorocarbon leakage quantities and carries out simple inspections, and thereby works

to control the generation of greenhouse gases from fluorocarbon leaks.
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| Company-wide Initiatives

Climate change due to global warming has various impacts on human life and natural ecosystems. Society as a whole
must use both energy and resources more efficiently to prevent environmental problems from growing more serious.
Similarly, when it comes to reducing environmental burden, there are limits to what a single company acting alone
canachieve. Instead, it is vital that the entire supply chain increases its efforts to protect the global environment. NSK
has been striving to reduce its per unit energy use by 1% year-on-year. Specific initiatives have included continued
efficiency improvements in our production processes and planned switches to the use of highly efficient facilities.
Going forward, in line with our Green Plan 2030, we intend to set even loftier targets, and all our employees will work
together to achieve them. When it comes to our suppliers, we require their delivery vehicles not to idle their engines
and to abide by company speed restrictions; we also verify the state of and request their cooperation with regard to

energy conservation initiatives when we carry out environmental audits of business partners.

Carbon Dioxide Equivalent Greenhouse Gas Emissions
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Climate Change Initiatives

Using Regional Biomass and Contributing to Biomass Power Generation

Tochigi Prefecture’'s Kanuma City and the private sector are jointly operating a regional biomass power generation
business. Sewage sludge, food waste and other regional biomass is collected at sewage treatment facilities and
turned into energy, generating approximately 900,000 kWh per year. NSK began participating in the business in 2021
by providing food waste. In FY2020, we generated approximately 25 tons of food waste, which is enough to generate
approximately 9,000 kWh. We have also started participating in a biomass power generation business that makes
use of our industrial waste. Waste plastic generated via our industrial activities is combusted, and the resulting com-
bustion gas is used as fuel to generate power. In FY2020, we generated approximately 22 tons of waste plastic, all of

which was used to generate renewable energy.
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Reducing Greenhouse Gas Emissions in Our Production Processes

Corporate energy consumption is one of the sources of greenhouse gas emissions, which cause global warming.
NSK uses large amounts of energy to manufacture products. For this reason, we are continually working to pro-
mote careful energy conservation, such as by installing highly efficient facilities and making improvements to our
production processes. Our Green Plan 2030 defines our medium and long-term energy reduction targets, which are
based on the greenhouse gas reduction targets of both Tochigi Prefecture and Japan. To this end, we are carefully
working to eliminate waste across all our departments and all our employees, by improving work efficiency in our
production activities. Concrete examples include optimizing compressor pressures, preventing air loss and making
otherimprovements to our production processes. As a monozukuri company, many of our previous energy reduction
initiatives related directly to production. Going forward, however, we also intend to pay attention to reducing energy
use in air conditioning, lighting and other regular sources of electricity consumption in our facilities, and continue to

work to reduce our greenhouse gas emissions.

Energy Use Per Unit Shipped at Headquarters Factory
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Energy Use Per Unit Produced at A1 Factory
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Key Initiatives
Improvements to

productivity Improved yields, automation, optimized production spaces, reduced working hours

Opt_l_rmzat|ons_ o Machines switched off when non-operational, reduced standby power consumption
facility operating hours
Review of air-condi- Optimized temperature settings, optimized operational hours, intermittent operation based on automated
tioning use temperature control, partitioning of spaces

Energy savings at " ) - ) : :
- frr T high-eff

production facilities ransition to high-efficiency equipment, updates to ageing equipment
E_nergy SEVINGSS from Regular equipment replacements, regular filter cleaning
air-conditioning

Energy savings from Transition to high-efficiency lighting, introduction of motion sensors, transition to fewer lighting fittings

lighting
Energy savings from Transition to inverters, reduced number of units, optimized air pressures, prevention of air leaks, transition to
compressors energy-saving air gun nozzles

Environmentally Friendly Buildings

NSK's new RD1 headquarters building commenced operations in April 2017. It is surround-
ed by a beautiful natural environment—including the Nikko mountain range, Mt. Fukaiwa
and the Oashi River—and strikes a harmony with Kanuma's scenery, which changes with
the four seasons. The exterior wall of the building is covered with “Sigma" environmental
control panels, made from special-order aluminum extrusion to protect the structure of the
building. These Sigma panels incorporate external insulation layers and natural ventilation
devices, helping to control the environment both inside and outside the building and guar-
antee a comfortable internal environment. They also contribute to significant reductionsin RD1 headquarters building
energy consumption. Sigma panels feature free-form curve cross sections, which generate
soft shadows and, according to the time of day, weather conditions and time of year, result

in a variety of light patterns.

Building exterior showing Sigma environ-
mental control panels
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Energy-conserving Lighting

NSK is working to transition entirely to the use of LED lighting. In addition to a planned

transition to LED lighting, we have also installed motion sensors in some corridors to reduce

unnecessary energy use.

Green Spaces and Planting

Our headquarters factory has planted more than 300
of 10 different trees and seeds, including cherry trees,
zelcova trees and grasses, outside the building to de-
velop rich green walkways and gardens. In prefectural
property opposite our Headquarters main entrance,
we carry out beatification activities such as sowing
seeds and ivy groundcover, and actively take part in
the creation of green spaces.

Interior lighting controlled by
sensors

Planting and green space management on company grounds

Underfloor Cooling and Heating Air-conditioning Systems
The air-conditioning systems in larger spaces in the RD1 building—such as entrances, show-

rooms and the Center Court with four-story atrium—make use of abundant groundwater. By

circulating groundwater and using it in conjunction with underfloor air-conditioning sys-

tems, NSK is making efficient use of small amounts of energy to make its residential spaces

comfortable.

Office Initiatives

All NSK employees engage in environmental contribution activities, ensuring that lighting and computer monitors are switched off
during out of office hours. Office air-conditioning is managed by Automated Control Systems that carefully ensure room temperatures

of 28°C in the summer and 21°C in the winter.

The Center Court uses underfloor cooling

and heating

Installing Automated Air-conditioning Control Systems

NSK's air-conditioning systems are operated by Automated Control Systems. These systems can be programmed to stop operating
for a certain period of time within set intervals; we have set air-conditioning systems to stop operating for six minutes within every

30-minute interval, leading to reductions in energy use of approximately 20%.

Energy-saving Activities Using the "Power Visualization System”

NSK has installed a Power Visualization System that
uses internal monitors to visualize the power usage of
individual buildings in real time. Visualizing power us-
age trends enables us to level our electricity demand
by limiting power use at peak times. This, inturn, allows
us to reduce our electricity costs and greenhouse gas
emissions. Visualizing the effects of energy-saving
improvements also helps raise employee awareness
of energy conservation and plays a significant role in

encouraging further environmental initiatives.

Power Visualization System

motion
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Installation of Solar Panels

NSK has long recognized the impact of energy supply and demand on the environment to be
a matter of the utmost importance. For this reason, beginning in 2011, we installed 256 solar
panels on the walls of Headquarters Factory. Annual power generation of solar panels is ap-
proximately 33,000 kw, equivalent to approximately 8 residential homes, and the electricity
produced is used for lighting in buildings.

Solar panels

Active Introduction of Hybrid Vehicles

In order to limit fuel consumption by and greenhouse gas emissions from company vehicles, NSK monitors and manages the distances
driven and gasoline consumed by each of its vehicles, and thereby raises environmental awareness among its drivers. We have actively
introduced hybrid and fuel-efficient vehicles with less environmental impact than gasoline vehicles, and as a result, have reduced
greenhouse gas emissions associated with driving by approximately 34% compared with 2.0 L gasoline vehicles. Headquarters Fac-
tory and A1 Factory together own 14 company vehicles, 10 of which are not used for transportation of goods. These 10 vehicles are

all hybrid vehicles.
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Effective Use of Resources

| Basic Approach

Resource issues caused by economic development and population growth are universal, and measures both to con-
trol large-scale consumption of resources and to limit large-scale emissions of waste are required. NSK is working to
improve the efficiency of its resource use, by promoting resource conservation in its monozukuri (manufacturing)
and waste reductions in its production processes. In our Green Plan 2030 medium-term plan, we have set targets
of reducing waste volumes and promoting zero emissions, with the aim of contributing to the establishment of a
recycling-oriented society. Every year, we actively engage in activities based on the 3Rs of reuse, reduce and recycle,

with the goal of reducing and recycling waste stemming from our production activities.

Waste Volumes per Unit Produced
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I Initiatives to Reduce and Recycle Waste Generated via our Production Pro-
cesses

NSK generates both waste and valuable byproducts in its product manufacturing processes, and is engaged in efforts
to control them. In FY2020, we generated approximately 126 tons of industrial waste, around 90% of which was
waste plastic, waste oil, or sludge. However, we achieved high rates of recycling, with 99.3% of our industrial waste

reused as roadbed material and for other purposes after intermediate treatment.

Key Measures

Process improvements * Increasing yields of parts and products

* Reducing packaging materials by making our products smaller

Packaging material reductions o Usiing Rl Bees

Reuse of euiine dulids * Collecting and reusing cutting fluids stuck to shavings
9 « Collection/reuse of oil mist floating in the work space air

Reuse of washing fluids « Distilling, restoring and reusing spent washing fluids

* Reusing wipes

* Recycling metal waste
* Recycling work clothes
* Reducing food waste

Other reductions
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Recycling Industrial Waste

Waste item Intermediate treatment Recycling

Plastic materials

Compression ]
Crushing Blast furnace reducing agent
Roadbed materials
S
> ) )
PC and OA Disassembly » Plastic materials

devices Sortin )
9 e ¢ Return of valuable materials

Waste plastic

(mixture)

PC board

Crushing
Electronic parts Smelting
Spray cans

Oiled wipes Incineration Roadbed materials

Fluorescent Iamp Recycllng
cmp of wood Fuel chlps
Waste I|qu|d cans Iron products

Misizl aind wasie Sortir Iting Metallic material
plastic mixes ’ ) ) )
i Sorting/Incineration Roadbed materials
Distillation and regeneration Recycling

Sand/Sludge Incineration

Extracted metal

Roadbed materials
Glass

Ceramics Crushing
Landfill

Grindstone

FY2020 Recycling Rates

Waste volumes Intermediate treatment volumes Reuse volumes
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Reusing Cutting Fluids to Reduce Waste

NSK s actively engaged in reducing waste oil. The majority of our waste oil comes from cutting fluids used to process
metals and is generated by A1 Factory, our dedicated metal processing site. During processing, cutting fluids adhere
to metal shavings and float in factory working environments as oil mist. We use ceiling-mounted oil mist collectors
to collect these fluids and micro-filtration devices to recycle them. We reuse these recycled cutting fluids in our
production processes, enabling us both to significantly reduce waste oil volumes and to limit our use of raw materials.
When the cutting fluids have been removed, the remaining metal shavings are collected as a valuable resource; they
are melted, then reused as raw materials. As a result of these activities, the volume of waste oil generated at our A1

Factory was approximately 20% lower in FY2020 than in FY2019.

Recycling and Reusing Cleaning Fluids to Reduce Waste

NSK uses hydrocarbon-based washing fluids to wash its parts. Dirty, used washing fluids are heated in distillation
regeneration machines, utilizing differences in boiling points to ensure only washing fluid substances are evaporated.
The resulting clean recycled washing fluids are reused in our factories to wash parts. As a result of recycling our
washing fluids, we purchased 64% less washing fluids in FY2020 than in FY2019. By recycling washing fluids, we are
contributing significantly both to the effective use of resources and to reductions in waste fluid volumes.

f

Washing Fluid Recycling System (provisional name)

Vacuum distillation chamber Cooling

Evaporated washing fluid is
cooled and reliquefied

Dirty washing fluids are heated,
using differences in boiling points
to ensure only washing fluid
substances are evaporated

) |

Dirty fluid
storage

Distillation recycling
chamber
Only clean washing

fluid substancesis
reused

Heat-transfer

oilisused to
indirectly heat
the dirty fluid

Concentrated waste fluid

After washing fluid substances are
evaporated, the waste substances
remaining in the distillation chamber is
concentrated to reduce waste volumes
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| Using the Cross-jurisdictional Waste Management Certification System to
Reduce Waste Plastic

NSK is engaged in work uniform recycling that makes use of the Ministry of the Environment's Cross-jurisdictional
Waste Management Certification System, so reducing its waste plastic volumes. The "Cross-jurisdictional Waste
Management Certification System” is a system in which manufacturers are working to improve the recycling rate
through a series of life cycle assessments, ranging from materials to design, production, and recycling. Using this sys-
tem, we sell our used uniforms as valuable resources to manufacturers, where they are recycled into felt. In FY2020,

by recycling approximately 700kg of used uniforms, we managed to reduce our waste plastic volumes by around 2%.

| o ®

Uniforms Recycled fibers

Forming felt

Reducing and Recycling Repair and Service Process Waste

Including Maintenance Guides with Repaired Parts to Encourage Long-term Use

When returning repaired parts to its customers, NSK includes Maintenance Guides to encourage the long-term use
of its products. These Maintenance Guides instruct customers on how to appropriately maintain their products, en-

abling them to extend the life expectancy of their products and contributing to the effective use of limited resources.

Establishing a Customer Service Helpdesk to Communicate Appropriate Methods
of Maintenance

NSK has established a Customer Service Helpdesk on its company website. This helpdesk receives a large volume of
inquiries and feedback related to product quality, prices, product specifications and maintenance. Questions related
to maintenance methods account for approximately 10% of our monthly inquiries. We explain appropriate methods

of maintaining our products to help our customers understand how to use their products safely and for a long time.
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Reducing Emissions
of Hazardous Chemical Substances

| Basic Approach

Our lifestyles are made possible by various natural resources, including the atmosphere, water, soil and animals and
plants. NSK's entire value chain—from raw materials procurement and product manufacturing to the energy it uses
for transportation—has some impact on ecosystems. We work hard to maintain ecosystems from two perspectives:
contributions through our business activities and social contributions related to nature conservation. One of our
ecosystem conservation activities entails the proper management of chemical substances that have the potential to
affect ecosystems. In terms of concrete initiatives aimed at preventing and reducing the risk of chemical substance
contamination, we regularly take and analyze the water quality of samples of factory wastewater that has been treat-
ed at our in-house wastewater treatment facilities. Boric acid is a hazardous substance. Previously, waste fluids con-
taining boric acid from our production processes were purified at our wastewater treatment facilities so that levels of
boric acid were within required standards, then released into rivers. However, in FY2019, the production processes
requiring the use of boric acid were transferred to a separate building removed from our wastewater treatment facili-
ties. If we installed pipes to connect the new building to the wastewater treatment facilities, we would not be able to
wholly eliminate the risk of pipe leakage. For this reason, we have switched to storing the waste fluid in storage tanks
and discharging it as industrial waste. At NSK, we make advance assessments of the impact our business activities
have not only on human health but also on the environment, and we continuously work hard to eliminate as far as

possible all risks of environmental pollution.

Advance Assessment of Chemical Substance Risks

Whenusing new chemical substances, NSKreferstoinformationregarding their hazardousness and toxicity contained
in safety data sheets (SDS). Based on this information, we identify appropriate methods of handling the chemical
substances, necessary facility specifications, levels of risk posed to workers and potential impacts on worker health.
We then conduct a chemical substance risk assessment and, if necessary, install local exhaust ventilators and other

devices, and so work to improve worker safety.

Reducing Release and Transfer of PRTR Substances

NSK works to manage and reduce its use of chemical substances listed on the Pollutant Release and Transfer Register
(PRTR)*. We also ensure such substances are handled according to SDSs, and we carry out safety management of our
waste. In addition, once a year we aggregate stock, purchase, use, waste and release volumes of PRTR substances
and, where necessary, notify the relevant parties. At NSK, we are engaged in initiatives to store washing fluids in

airtight conditions and increase recycling rates, with the aim of reducing our use of PRTR substances.

*Pollutant Release and Transfer Register

The Pollutant Release and Transfer Register is a system that enables Japanese administrative bodies grasp, aggregate, and publicize
information regarding chemical substances that are potentially harmful to human health and to ecosystems. Companies independent-
ly assess emissions of these substances from their work sites into the environment—into the atmosphere, into bodies of water, and into

the soil—and submit reports to the relevant administrative bodies once a year.
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PRTR Release and Transfer Volumes
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I Managing Ozone Depleting Substances

NSK uses specified fluorocarbons, which are ozone depleting substances, as refrigerants in the air-conditioners in its
factories. We ensure that waste is appropriately treated in line with all applicable laws. In addition, as required by the
Act on Rational Use and Proper Management of Fluorocarbons, we have verified that our calculated leakage amount
of fluorocarbons is less than the equivalent of 1,000 tons of CO2. Going forward, we intend to further strengthen our

management of fluorocarbons through daily and regular inspections.

Lead-free Initiatives

All solders used at NSK are lead-free solders. In addition, when carrying out audits of our business partners, we verify

whether they have established measures to prevent mixing of lead-containing solders and lead-free solders.

Measures to Combat Atmospheric, Soil and Water Pollution

In order to prevent emissions of hazardous chemical substances from causing atmospheric, soil, or water pollution,
NSK ensures it complies with all relevant laws, ordinances and regulations. In addition, we also enter into agreements

with local organizations and set our own voluntary standards.

Measures to Combat Soil and Groundwater Pollution

NSK does not use chemical substances that cause soil pollution. With regard to groundwater at Headquarters Factory,
we carry out water quality analyses once every two months to verify that we have not exceeded applicable standards.
Our A1 Factory does not use groundwater, so we do not carry out analyses there.

Measures to Combat Water Pollution

NSK carries out water quality analyses of factory wastewater once a month. In particular, we analyze concentrations
of hydrogen ions and biochemical oxygen demand. We carry out nitrogen and phosphorus quantity checks once a
year, and confirm that we have still not exceeded permissible standards. In addition, the wastewater treatment facil-
ities in our factories are fitted with an external interlock function that forcibly interrupts the release of wastewater if
abnormalities are detected. We verify that this function operates properly once a year.
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Headquarters Factory Water Quality Analysis Results FY2020

Measured Substance ?g:gzgtergtii%nn Suspended solids oxli/igg:zzsr?aarl\d n-Hexane
Units - mg/L mg/L mg/L
Standards 5.8~8.6 50mg orless 20mg or less 5mg orless
January 7.7 <0.1 <0.1 <0.5
February 7.5 <0.1 1.7 <0.5
March 7.5 <0.1 <0.1 <0.5
April 7.4 <01 1.2 <1.0
May 7.7 <0.1 2.0 <0.5
June 7.6 <1.0 1.1 <0.5
July 7.4 2.8 1.4 <0.5
August 7.9 <1.0 1.4 <0.5
September 8.0 <1.0 <1.0 <05
October 8.0 <1.0 1.9 <05
November 8.0 <10 1.0 <05
December 7.8 <10 <1.0 <05
A1 Factory Water Quality Analysis Results FY2020
Measured Substance ?g:é:gfrgtii%nn Suspended solids oxB;/i;)g:ZZri]:::\d n-Hexane
Units - mg/L mg/L mg/L
Standards 5.8~8.6 50mg or less 20mg or less 5mg or less
January 7.2 <0.1 1.3 <0.5
February 7.5 7.6 8.3 <05
March 7.2 <0.1 4.4 <05
April 7.3 4.4 4.3 <05
May 7.0 13.6 15.0 <05
June 7.3 <1.0 <1.0 <05
July 6.7 <1.0 <1.0 <0.5
August 7.6 <1.0 2.1 <0.5
September 7.2 <1.0 2.9 <0.5
October 7.3 <1.0 <1.0 <05
November 7.4 <1.0 2.0 <05
December 7.5 <1.0 2.8 <05

| Asbestos Measures

NSK verifies there are no health risks stemming from exposure to sprayed asbestos at its work sites.

| PCB Measures (storage status)

NSK treats polychlorinated biphenyl (PCB) waste and PCB-containing in-use electrical equipment in line with the
Law Concerning Special Measures for Promotion of Proper Treatment of PCB Waste*. More specifically, we work
together with Japan Environmental Storage & Safety Corporation (JESCO) to treat high-concentration PCB waste,
and we work together with government-certified industrial waste disposal companies to treat low-concentration
PCB waste. At this time, we do not have any PCB waste in storage.

*Law Concerning Special Measures for Promotion of Proper Treatment of PCB Waste
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| Reducing Emissions into the Atmosphere

NSK does not emit NOx, SOx or VOC.
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Management of Chemical Substances

| Basic Approach

Countries and regions around the world are strengthening regulations related to chemical substances. Examples
include the Act on the Evaluation of Chemical Substances and Regulation of Their Manufacture, etc. in Japan and the
RoHS Directive and REACH Regulation in the EU. With the addition of increased interest in SDGs and ESG, companies
are expected to further improve their management systems and information disclosure for chemical substances. With
regard to chemical substances used in its production processes and contained in its products, NSK has established
and conforms to management standards that encompass risks to health and the environment and limits to quanti-
ties contained in its products. In addition to complying with applicable laws and regulations, in order to ensure the
penetration and sharing of SDGs and ESG, we work together with all business partners involved in the transmission
of chemical substance information, and carry out operational management of chemical substances in a supply chain-

wide manner.

Management of Chemical Substances in our Production Processes

NSK works to prevent environmental pollution caused by chemical substances. Specifically, we manage chemical
substances in a manner that prioritizes the environment from purchasing and use to disposal and work to eliminate
environmental risks posed by the chemical substances we use as far as possible. It has been internationally agreed
that we should ensure the impact of chemical substances is minimized not only on human health but also on the
environment. As countries around the world strengthen their management of chemical substances, at NSK we take a
precautionary approach, carrying out advance assessments of the environmental risks posed by chemical substanc-
es, and minimizing risks before we start to use them. In this way, we are working to eliminate hazardous substances
from our production processes and our products, and thereby improve safety both for our production line workers
and for users of NSK-brand products.

Advance Assessment of Risks Posed by Chemical Substance

When using new chemical substances in either its production processes or its products, NSK assesses the risks posed
by chemical substances in advance. Before using new chemical substances, we acquire the relevant SDSs*, carry
out risk assessments and take the appropriate measures. We assess levels of risk posed to workers and potential im-
pacts on worker health based on information regarding the hazardousness and toxicity of the chemical substances,
methods of handling them, work environments and facility specifications. According to the results of the above risk
assessments, if necessary we install local exhaust ventilators and other devices to improve worker safety. In addition,
in order to minimize the risks posed by chemical substances, we continue to explore potential substitutes. In fact, we
have already identified a substitute for 1-bromopropane, which is contained in the washing fluids we use to wash
parts in our production processes.

*Safety data sheets (SDS)

In order to encourage companies to improve proper management of chemical substances, the Act on confirmation, etc. of Release
Amounts of Specific Chemical Substances in the Environment and Promotion of Improvements to the Management Thereof requires
that when specified "chemical substances or products containing chemical substances"” are transferred from one company to an-
other, safety data sheets containing information related to the characteristics and handling methods of the chemical substances are
provided in advance.
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| Green Procurement

In recent years, regulations on chemical substances contained have become increasingly strict, including the
implementation of the RoHS Directive in various countries and the revision of REACH Regulation; for this reason,
companies are required to establish and operate thorough management systems. NSK uses a wide variety of chemical
substances both in its monozukuri (manufacturing) processes and in its products. In order to appropriately manage
these chemical substances, we have established the "NSK Green Procurement Guidelines.” We regard minimizing
the environmental risks posed by chemical substances to be an important issue, and we are promoting initiatives to
identify which chemical substances must be managed, as well as working to reduce their content and find potential
substitutes. The above initiatives are aimed at preventing the risk that our products will contain hazardous chem-
ical substances when they are shipped, and at minimizing risks both to human health and the global environment.
In addition, as our business becomes increasingly global, we make sure to collect and evaluate the latest trends in
chemical substance management policies and regulations in countries around the world and see they are reflected
in our management of chemical substances. We have designated two substances as “substances prohibited to be
included in procured items such as product parts and materials (prohibited substances)" and "substances that need
to be reduced or replaced by understanding their content in procured items in order to reduce environmental impact
(controlled substances) ". We promote "green procurement" in cooperation with our business partners and suppliers

to procure products, parts, and materials with low environmental impact.
Green Procurement Promotion System

= Environmental Conservation System

Managing environmental impact of our factories

Green Procurement Promotion

Management of Chemical Substances
Contained in our Products

Managing chemical substances contained in our products
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Green Procurement Promotion Structure

NSK has established a Pollution Prevention Subcommittee, comprised of members of the R&D Division and the Pur-
chasing Department, under the supervision of the Environment Committee. The subcommittee monitors chemical
substances regulations, seeks to standardize our chemical substance management systems and promotes research

into chemical substances contained in our products.

Key Regulations regarding Chemical Substances Contained in Products in Countries around the World

EU China Korea North America

*RoHS Directive *China RoHS *Korea RoHS *California Proposition 65
*REACH Regulation
*WEEE Directive
*ErP Directive

Japan

*J-Moss (Japan RoHS)

EU neighbors Asia and Oceania South America
*Turkey RoHS *Thai RoHS *Brazil RoHS
*UAE RoHS *India RoHS

*Saudi Arabia RoHS *Vietnam RoHS

*Singapore RoHS

I Advance Verification of Substances Contained in our Products

Various countries are formulating laws and regulations governing chemical substances contained in products, such
as the RoHS directive and REACH Regulation; these regulations cover a growing number of chemical substances,
products and uses. NSK investigates information related to chemical substances contained in its products, auxiliary
materials, and packaging materials. The information we gather is shared via internal systems and made available
for relevant parties to verify when necessary. We list banned substances and managed substances in our Green
Procurement Guidelines. Before developing new products or switching to different parts and materials, we verify in
advance the substances they contain and thereby ensure our products are not hazardous to humans or the natural
environment. In addition, every year we carry out environmental audits of approximately 20 business partners. On
these occasions, we directly verify how chemical substances contained in products are being managed and, if their
systems are unsatisfactory, request corrections and provide support for the establishment of appropriate systems.
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Environmental Audits of Business Partners

When carrying out environmental audits of business partners, NSK also takes the opportunity to directly verify wheth-
er they are carrying out Green Procurement. We ensure our business partners have an accurate understanding of our
Green Procurement Guidelines, and carry out regular investigations to verify whether or not their products contain
any substances defined as banned substances or managed substances in our guidelines. When we revise our Green
Procurement Guidelines, we also verify whether or not the revised information is being properly communicated to our

secondary business partners.

Compliance with the RoHS Directive

In 2006, the EU issued the RoHS directive, which limits products from containing specified hazardous substances.
Since then, growing numbers of regions outside the EU have also demanded compliance with these standards. The
range of product fields falling under the scope of the directive has also steadily expanded, with medical devices—in-
cluding NSK dental products and medical products—covered in 2014. RoHS directive standards have subsequently
become even stricter, with the additional prohibition of four phthalates and revisions such as the abolition of exempt
items. At NSK, we share the results of investigations into chemical substances contained in our products via internal
systems. Using information available in these internal systems, we identified parts and materials containing the four

phthalates and completed a transition to substitute materials.

Compliance with REACH Regulation

The EU’'s REACH Regulation is a set of comprehensive chemical substance management regulations that requires
the registration, evaluation, authorization, and restriction of chemicals; it applies to all chemicals, whether they are
currently in use or new. REACH Regulation applies to chemical substances contained not only in chemical products
but also in articles such as machines and molds. The regulation chemical products came into effect in 2007, and is
gradually being enforced. With regard to the regularly updated candidate substances of very high concern for au-
thorization, NSK continually carries out investigations into whether they are contained in its articles, and verify that

contained quantities do not exceed 0.1%.
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Conserving Water Resources

| Basic Approach

Due to climate change and the destruction of forests, and to population growth and economic development in devel-
oping nations, water shortage risks are increasing around the world. In recent years, the impact of climate change and
other factors have led to worsening quality of river water, resulting in strengthened regulations. From the perspective
of risks to company activities, water-related issues are of great urgency. In FY2020, NSK used approximately 15,000
m? of clean water and 3,000 m? of industrial water. After use, this water was purified at our in-house wastewater
treatment facilities before being externally released. Since we use large amounts of water, we place greatimportance
both on controlling our water use and on ensuring we purify water before releasing it externally. In this way, we en-
gageinreducing ourimpact on aquatic environments. Going forward, we intend to continue focusing on the effective
use of water resources, and promote activities that enable us to have a positive impact on local aquatic environments.

Controlling Water Use

Installing Water Faucet Adjustment Valves

In some in-house processes, NSK has installed
adjustment valves in its water faucets. These
adjustment valves enable small volumes of
water to be released at high pressures, helping
us to wash our products efficiently. We intend
to install these adjustment valves in water
faucets that see large amounts of water use—
including in production processes, canteens An adjustment valve
and washing basins—and thereby limit our

water use.

Water Circulation in our Electrical Discharge Machines

At its A1 Factory, NSK uses a total of eight
general-purpose and four automatic electrical
discharge machines. These electrical dis-
charge machines use a mix of industrial water
and dielectric fluid, which is poured onto met-
als during processing. We use approximately
800 m? of industrial water per year on elec-

trical diSCharge maChiningl which represents Electrical discharge machining line Water circulation tank with 100 L capacity

approximately 28% of total industrial water

use at A1 Factory. We have installed water circulation devices on our general-purpose electrical discharge machines,
which use filters to remove impurities contained in post-process water. This water is then reused in subsequent
electrical discharge machining processes. Going forward, we intend to install water circulation devices on all our
general-purpose electrical discharge machines.
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| Wastewater Purification

The water NSK uses at its factories is purified at in-house wastewater treatment
facilities to meet water quality standards, before being released into nearby
rivers or industrial park wastewater treatment facilities. We carry out regular
inspections at our wastewater treatment facilities, managing them at all times
to ensure there are no irregularities. We also carry out water quality analyses
at final outlets to verify that our effluent water meets applicable water quality
standards. In addition, we have installed water-release interrupt functions that
activate if effluent water exceeds water quality standards. We verify that this
function works properly once a year. In this way, we have implemented ample
measures to combat environmental risks in the case that effluent water exceeds

applicable water quality standards.

Our  in-house
facilities

wastewater

treatment
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Supply Chain Environmental Initiatives

>Related Link:
Green Procurement Guideline

Responsible Supply Chain
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https://www.nakanishi-inc.jp/sustainability_report/GreenProcurementGuidelines_en

Biodiversity Preservation

| Basic Approach

If we wish to live in harmony with nature, we must protect abundant forests and other forms of nature around the
world. Yet forests around the world are shrinking, the habitats of diverse creatures are becoming fragmented and
loss of biodiversity is growing worse. Loss of biodiversity leads to various issues, including the depletion of biological
resources that are vital to society, the inducement of natural disasters and the progress of global warming and, as
such, it presents a risk to the sustainability of society as a whole. In the face of such risks, NSK carries out activities
aimed at reducing its impact on the environment, including biodiversity. By helping to prevent global warming, using
resources effectively and managing chemical substances, we act in an environmentally friendly manner when it
comes to monozukuri (manufacturing) and to the products and services we provide. At the same time, we promote
conservation activities that have a direct bearing on nature, and so contribute to the realization of a society that
coexists in harmony with nature. It takes many years for biodiversity and ecosystems to recover and for their health
to improve. For this reason, we analyze the risks and opportunities to our company stemming from biodiversity pres-

ervation measures, and promote biodiversity preservation activities in a long-term and sustainable manner.

Biodiversity Policy

Managing * Resource depletion due to deforestation for resource o St i e A ETEEhe (e AEESIEs
paper use procurement
« Carry out regular inspections of factory wastewater
devices
Managing « Ecological destruction due to the impact of releasing dirty * Check external water-release interrupt functions activate
wastewater factory wastewater into rivers correctly in cases of abnormal readings
« Carry out regular water quality analysis and trend
monitoring
Optlmlzmg « Shrinking green spacesdlueto climate changeleadmg to o MR Ellaming i CEmEEmy @ EuRE i 2 AEEeEe
planting at accelerated global warming, loss of habitats and collapse of
b manner
our factories balanced ecosystems

| The Relationship between our Company and Ecosystem Conservation

Our lifestyles are made possible by the fruits of nature—also known as ecosystem services—provided by natural
capital such as the atmosphere, water, soil and plants and animals. NSK recognizes that its entire value chain—from
materials procurement and production to energy used for transportation—has some impact on local ecosystems. For
this reason, we work to maintain and recover ecosystem services from the dual perspectives of contributions through
our business and social contributions related to nature conservation. As far as contributions through our business is
concerned, we provide energy-saving and other environmentally friendly products and, as part of our ecosystem con-
servation activities, carry out proper management of chemical substances. With regard to social contributions related
to nature conservation, we promote local clean-ups, green space management and other ecosystem conservation

activities.
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Supply of raw materials such as timber

Corporate

Ecosystems activities

Reduced impact of business activities on
ecosystems

Provision of environmentally friendly
products and services

Social contribution activities related to
nature conservation

— Ecosystem-dependent production activities

— Reduced impact on ecosystems

_ Contributions to ecosystem conservation

Management of Chemical Substances Contained in Products

As part of its ecosystem conservation activities, NSK manages chemical substances contained in its products from
the product development stage. This includes chemicals contained in materials and parts in every stage of the pro-
curement and production processes. In particular, we carefully manage chemical substances in key procurement
materials according to our Green Procurement Guidelines. In cooperation with our business partners, we carry out
investigations into chemical substances contained in the materials and parts used in our products, as well as in all

purchased parts—including auxiliary materials—used in our production processes.

Reducing Paper Use to Promote Biodiversity

NSK seekstoreduce paper use as part of its biodiversity and forest resource conservation activities. In order to reduce
per employee use of copier paper, every year we set reduction targets and engage in activities to promote reduced
use. Core initiatives include digitalizing various in-house application forms and enabling work instructions for our
production processes to be viewed via digital media.

Per unit Copier Paper Use

350 — 328.8

280

210

140

Sheets per employee
(Sheets per person per year)

~
o

2016 2017 2018 2019 2020
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Coexisting in Harmony with the Natural Environment

NSK's Headquarters Factory is surrounded by a beautiful natural environment—
including the Nikko mountain range, Mt. Fukaiwa and the Oashi River—and
strikes a harmony with Kanuma's scenery, which changes with the four seasons.
Goheiiwa, a mountain rich in greenery that neighbors our Headquarters Factory,
provides a habitat for wild animals; fireflies also live by the river that runs between

the mountain and our factory. At NSK, we endeavor to minimize the risks our

business activities have on ecosystems. We have defined “coexistence between

PEE " A+ & 5
people and the earth” as one of our goals and carry out our business activities  Goheiiwa, a mountain neighboring

. . X Headquarters Factory, provides a habitat
accordingly. We engage in initiatives to safeguard plant and animal ecosystems,  forwild animals

such as helping to maintain the green spaces around Goheiiwa.

Appropriate Management of Planting at our Factories

Our headquarters factory has planted more than 300 of 10 different trees and
seeds, including cherry trees, zelkova trees and grasses, outside the building
to develop rich green walkways and gardens. In prefectural property opposite
our Headquarters main entrance, we carry out beautification activities such as
sowing seeds and ivy groundcover, and actively take part in the creation of green
spaces.

Company Gardens

Purifying Factory Wastewater

In order to prevent water contamination due to wastewater, NSK regularly verifies it complies with wastewater
standards set out by applicable laws and ordinances. We have established wastewater treatment facilities within
company grounds, where water used by our factories is purified to meet permissible standards. This water is then
released into rivers via the company pond. In FY2020, we did not exceed permissible standards.

Communication with Local Communities

Training and Education

In order to resolve recent environmental issues, NSK believes it is imperative that all stakeholders—not just NSK
employees—share responsibility for environmental issues and recognize the importance of initiatives to improve
them. Every year, we invite elementary schools from Kanuma, Tochigi Prefecture, to participate in factory tours. On
these tours, we give lectures related to environmental issues and our company’s environmental activities, discussing
questions such as: What can we do as individuals in response to existing environmental issues? Why are companies
recently placing greater importance on environmental issues? and, What environmental activities are they carrying
out? Through these activities, we believe that we have been recognized as a monozukuri company that gives due
consideration to the environment and develops locally oriented business by local residents.
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Corporate Governance

| Basic Approach
NSK's basic management policy is to increase its corporate value as a global company that is trusted by shareholders

and other stakeholders. As such, we promote the strengthening and enhancement of our corporate governance
system.

| Outline of the Management System

Corporate Governance System

’ General Meeting of Shareholders

Appoints/dismisses Appoints/dismisses Appoints/
JL JL dismisses
Audits
’ Board of Directors k— —( Audit and Supervisory Board
Selects/ f
dlsmlsses :IllllllllllllllIlllllllllllll
\ 4 E Liaises ) . v
’ President & Group CEO k— = Audits

v < { Accounting Auditor
ﬁ Internal Audit Office

ISO Internal Auditor
External Certification Organization

Corporate Vice President

Divisions & Group Companies

Board of Directors

NSK has a board of directors composed of six directors (including one female director), which is positioned as the
management decision-making organization, and thus judges and makes decisions regarding matters important to our
Group. The Board of Directors holds regular meetings, as well as irregular meetings as required, at which decisions
are made on key managementissues and work execution is supervised. The Board of Directors meetings are attended
by, in addition to the six directors, the three auditors, who provide their opinions as appropriate to help strengthen our
audit functions.

Appointment of Directors

Designation of candidates for directors and auditors at NSK is made through resolutions of the Board of Directors
regarding candidates recommended by the representative directors in consideration of their character, knowledge,
experience, and abilities, and based on the policy of comprehensively considering the right person in the right place.
In addition, designation of candidates for auditors is done with the agreement of the Audit and Supervisory Board.
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Outside Directors

There are three outside directors at NSK. When appointing outside directors and outside auditors, we refer to criteria
such as the independent standards stipulated by the Tokyo Stock Exchange, appointing those who have no vested
interests in us and no risks of conflicts of interest with general stockholders. They must also have superior character,
the knowledge, abilities, and wealth of experience to accurately, fairly, and efficiently carry out management of the
Company, and high ethical standards.

Reasons for Appointing Outside Directors

Yuji Nonagase was appointed as an outside director due to our expectations that he can contribute to strengthening
corporate governance and maintaining management health through his specialist knowledge regarding management
systems engineering and through advice regarding management as a whole. Fusato Suzuki was appointed as an
outside director due to our expectations that he can contribute to strengthening corporate governance and main-
taining management health through his wealth of experience and broad knowledge regarding financial institutions
and through advice regarding management as a whole. Yukiko Araki was appointed as an outside director due to our
expectations that she can contribute to strengthening corporate governance and promoting sustainability of NSK
through her wealth of experience in administration over many years, and her broad knowledge of, CSR, environmental

strategies and healthcare.

Audit and Supervisory Board

We have an audit and supervisory board composed of three auditors (all of whom are outside auditors). Based on the
audit plans set by the Audit and Supervisory Board, members will attend Board of Directors meetings, exchange opin-
ions with the accounting auditors and internal Audit Department, and carry out other activities to audit management
activities, including the directors' performance of their duties.

Officers' Remuneration

Amounts such as the remuneration for the Board of Directors are determined by the Board of Directors in consideration
of the performance and execution of each director, the company's performance, and the economic situation. In addi-
tion, as medium-term incentives, directors (excluding outside directors) are provided with a set number of new stock
options in accordance with their post as remuneration when they leave their post. Amounts such as the remuneration
for auditors are determined by a meeting of the Audit and Supervisory Board and are set to be within the remuneration
limits approved by a resolution of the General Meeting of Stockholders.

Total amount, remuneration, etc. for each officer category by type of remuneration, etc.
and number of eligible officers (2020)

Total remunera- Total amount per type of remuneration, etc.(1,000 yen) No. of eligible
Officer category tion, etc. Basic R Bonuses Retirement officers
(1,000 yen) remuneration P pay (persons)

Directors
(excluding outside directors) 170,060 170,060 - B B 4
Audit and Supervisory
Board members - — — - — —
(excluding outside directors)
Outside officers 29,750 29,750 — — — 6
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I Internal Control

In accordance with the Companies Act and the Ordinance for Enforcement of the Companies Act, NSK's Board of
Directors passes resolutions on the development and operation of the system (the internal control system) to en-
sure the appropriateness of the operations of the corporate group (hereafter, “our Group") that comprises NSK and
our subsidiaries, working to ensure the appropriateness of our operations as well as improve and strengthen our
management systems. We strive to improve corporate value by carrying out sound business operations through the

enhancement of internal control.

| Operation of the General Meeting of Shareholders

Voting Rights

NSK has stipulated in its Articles of Association that resolutions for the election of directors shall be adopted by a
majority of the voting rights of shareholders present at a meeting where shareholders holding one-third or more of
the voting rights of shareholders who are entitled to exercise their voting rights are present. In addition, the Articles of
Association stipulate that resolutions for the election of directors shall not be made by cumulative voting.
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Compliance

| Compliance Behavioral Guidelines

"

NSK's mission is “To create 'brilliant progress’ via innovative ‘grinding technology.” To achieve this, we develop, man-
ufacture, and sell high quality products centered around our core ultra-high-speed rotary technology. We contribute
socially significantly in the three domains of dental, medical, and industrial, providing products and services in 135
countries around the world. In order to achieve our corporate mission and contribute sustainably to society, we have
set out Compliance Behavioral Guidelines which all officers and employees must comply with in their daily work.
In addition, we require all our overseas bases to comply with the laws and regulations of each country in our Group

Governance Code.

Compliance Behavioral Guidelines

1.Respect for Human Rights

We respect the human rights of every person and do not accept any form of discrimination (such
as gender, age, nationality, race, ethnicity, ideology, belief, religion, birth, education, disabilities,
illness and marital status). In addition, we treat everyone with the same respect and dignity.

2. Compliance with Laws and Regulations
We comply with laws, internal regulations and rules, and other social norms, and conduct corpo-

rate activities in a fair and sound manner.

3. Responsibility to Society
We act with a social conscience and take a firm hand against all forms of illegal and antisocial
behavior.

4. Positive Workplace Environments

We strive to create workplaces that are easy to work in and encourage good interpersonal relation-
ships, respecting the character and personalities of each of our officers and employees. Concerned
about how others feel, we ensure personal privacy is protected.

5. Safe, Healthy Workplace Environments

We strive to create workplaces that prioritize the safety and health of each officer and employee,
working to achieve safe, comfortable workplace environments where people can work healthy in
both mind and body.

6. Preventing Harassment

We do not permit any form of harassment, including sexual or power harassment.

7. Respect Diversity of Human Capital
We aim to be a workplace which respects diversity and where each officer and employee can work
with enthusiasm.
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8. Dedication to the Job
We dedicate ourselves sincerely to our jobs, following the set procedures and correctly under-
standing work-related directives and orders. In addition, we follow laws, regulations, and social

norms and ethics, always carrying out our work with a high awareness of ethics.

9. Making Products

Inorderto contribute to society through providing top-quality products using innovative, advanced
technologies, our core principle is to not make defective products, and to always deliver them at
the promised time. We listen sincerely to opinions from our customers and society regarding our
products and services, comply with all relevant laws and regulations, including those relating to
medical devices, strive to maintain and improve the quality of our products, and work towards
being able to provide a stable supply at fair prices.

Our research and development is carried out independently and sincerely, based on a high sense
of ethics and scientific facts.

10. Healthy Corporate Activities

We respect our suppliers and other business partners as equal partners based on the principle
of good faith, aiming for mutual prosperity and practicing sincere, fair, and equitable corporate
activities. In addition, we do not carry out any unfair or improper activities that take advantage of

our superior position.

11. Fair Business Activities

We comply with competition law (the Anti-Monopoly Act in Japan), laws and regulations relating
to import and export control, and other laws and regulations, striving to earn the trust of society
and improve our corporate and brand images through fair, free and lawful business activities.

12. Effective Use and Protection of Company Assets

We strive for the effective and efficient use of both tangible assets, such as our land, buildings, and
facilities, and intangible assets, such as patents, copyrights, and expertise. We manage these ap-
propriately and will not use them for anything other than business purposes, including for personal
use. In addition, even for business use, we do not use or provide them for political activities without
the approval of the company.

We strive to manage our assets in order that payments to outside be both fair and appropriate.

13. Protection of Intellectual Property Rights

We respect the intellectual property rights of third parties, and do not obtain the results of third
parties unfairly, nor use them in our businesses. In addition, we require our business partners to
also comply with intellectual property laws.

14. Ensuring Information Management
We carefully manage information related to business or work, and ensure that management
secrets are not leaked and that personal information is handled in compliance with the laws and

regulations.

15. Appropriate Information Disclosure
We disclose corporate information, such as our business activities or the state of our management,
atthe appropriate time, accurately, and in a way that is easy to understand, in accordance with the

relevant laws and regulations.
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16. Prohibition of Insider Trading
We do not use unpublished key information (such as information that could affect company stock

prices) for the gain of either ourselves or third parties.

17. Prohibition of Conflicts of Interest and Mixing Public and Private

We carry out our company work sincerely, and do nothing that would go against the company’s
interests. In addition, we make clear our position as a company and the positions of individuals, and
do not do anything that would bring in personal stakes into the company or utilize the company's

position.

18. Opposition to Antisocial Forces

We take a firm and organized stance against antisocial forces and groups that threaten the order
and safety of civil society, and will not provide them with benefits of any sort. In addition, we coop-
erate with investigating authorities to the fullest extent provided by law.

19. Contributions to Local Communities

We aim to become a member of our local communities, always contributing to them by carrying
out corporate activities that are rooted in the region. In addition, we actively carry out exchanges
with local communities.

20. Preventing Bribery and Corruption
We never offer inappropriate gifts or entertainment of any kind. Nor do we ever receive inappropri-

ate gifts or entertainment of any kind.

21. Donations and Aid
We provide donations and aid responsibly, with full awareness of their necessity and appropriate-

ness, as a company that exists as part of society.

22. Environmental Protection

We are aware that the protection of the global environment is one of the most importantissues for
the entire human race, and that this protection is a vital requirement for our existence and activities
as a company. To that end, we give consideration to the protection of the regional and global envi-

ronment in every field of our corporate activities.

23. Monitoring Human Rights Issues across the Supply Chain
We monitor human rights issues in the supply chains that feed us the parts and raw materials for
our products, and strive to comply with the laws and regulations.
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I Initiatives

Whistle-blower System

At NSK, since 2015 we have had a whistle-blower system which employees can discuss issues they have discovered
that violate compliance. In addition to this company system, we have an external office set up by a lawyer to ensure
that reports can be made in complete confidence. The facts of the reported content are investigated and dealt with.

Preventing Harassment

At NSK, we strive to prevent infringements on human rights by providing training designed to prevent all forms of
harassment and ensuring people are fully versed with the correct knowledge for working. If anissue is discovered, we

investigate the facts and deal with it in accordance with our company regulations.

Appropriate Relationships with Medical Workers

NSK complies with the regulations set by the Japan Federation of Medical Devices Associations (JFMDA) and the
Japan Fair Trade Council of the Medical Devices Industry, and with our internal regulations and employee behavior
policies, to carry out corporate activities that maintain high ethical standards. With the goal of achieving a broad
understanding of how we contribute to the development of the life sciences, including medicine and medical en-
gineering, and promote corporate activities that ensure a higher standard of ethics, in compliance with the JFMDA's
"Transparency Guidelines for the Medical Device Industry and its Relationships with Medical Institutions and Other
Organizations,” NSK publishes information about our corporate activities related to medical institutions and medical

personnel.

Dealing with Antisocial Forces

NSK takes a firm and organized stand against antisocial forces and groups that threaten the order and safety of civil
society, and will not provide them with benefits of any sort. In addition, we cooperate with investigating authorities to
the fullest extent provided by law.
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Risk Management

| Basic Approach

Changes to the world situation and the globalization of business mean that the business environment is changing rap-
idly, and we are seeing a greater variety of risks that could impact our business activities. This is why NSK carries out
appropriate initiatives towards minimizing risks that could have major impacts on our business activities. In addition,
to prepare for unexpected events such as natural disasters, we are also working on business continuity plans to either

continue operating or recover as quickly as possible after a disaster.

Risk Management System

We are constructing a system where, if there is an unexpected event that could have a major impact on NSK's opera-
tions, it is promptly reported to the management team and the people responsible liaise with the related departments
to deal with the issue appropriately. In addition, we have established separate management systems, committees, and

councils for major risks, and are working on understanding risks and appropriate responses.

Major Business Risks

1. Risks associated with a high proportion of exports

2. Legal regulations

3. Quality issues

4. Risks associated with restructuring the sales network

5. Risks associated with dependence on specific industries and increased competition
6. Risks associated with parts suppliers outside our Group

7. Risks of litigation

8. Risks of major natural disasters, infectious diseases, etc.

Initiatives

BCP Initiatives

NSK has a business continuity plan (BCP) in place to use in case of an emergency such as a major natural disaster.
This plan sets out the systems, rules, responding organizations, recovery priority steps, and so on needed to minimize
the effects on our employees, customers, local people and all other stakeholders and to recover business promptly.

Preparations for Major Disasters

NSK carries out regular drills in order to implement its BCP in the event of a disaster, verifying its effectiveness and
making improvements to the plan in a PDCA cycle. In addition, we are working to ensure the effectiveness of our
disaster measures by, for example, providing hazard maps, maintaining an emergency contact network, and maintain-
ing a safety confirmation system to collect information on the safety of employees and their families in the event of
adisaster.
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Infectious Disease Measures

At NSK, we are working to prevent employees from being infected by ensuring compliance with the "new normal”
directed by the government as a way to deal with the COVID-19 pandemic. In addition, we consider stable supply
of products and continued service for our customers to be two of the most important issues, so the entire company,
especially the Manufacturing Division and the Sales Division, will respond to ensure customer needs are met.

Cybersecurity

NSK works to ensure information security throughout our entire company by establishing a Basic Cybersecurity Poli-
cy that protectsinformation received from customers and our own information assets from threats such as accidents,
disasters, or crime, allowing us to enjoy the trust of our customers and society. Specifically, we are maintaining and
improving information security levels based on rules that regulate personal measures, information asset manage-
ment, physical measures, access control and authentication, use of IT equipment and software, system development
and maintenance, IT infrastructure operation and management, information security incident response and business
continuity management. In addition, we have established the Personal Information Protection Regulations to ap-
propriately protect and appropriately handle the personal information of our customers and other stakeholders, and
strive to adhere to them.
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Tax Transparency

| Tax Policy

NSK has established a Basic Tax Policy to carry out tax work ethically, based on sincerity and fairness.

Basic Tax Policy

1. Tax Compliance

We will carry out our tax work ethically, based on sincerity and fairness, to ensure that it does not
violate legal or social standards. This is done through understanding and compliance with the
guidelines prepared by the Organisation for Economic Co-operation and Development (OECD)
and the laws, regulations, etc. related to taxes in the various countries and regions Group compa-

nies do business in.

2. Transfer Price Taxation Compliance

We will strive to pay taxes appropriately in each country or region by setting internal Group trans-
action prices based on the guidelines prepared by the OECD and the laws, regulations, etc. related
to taxes in the various countries and regions in order to achieve a fair distribution of income among
Group companies in proportion to their contributions.

3. Tax Planning
We will act based on the Base Erosion and Profit Shifting (BEPS) action plan prepared by the OECD,
and will not take any actions designed to avoid paying tax that are not economically rational, such

as the transfer of profits to lightly taxed countries (tax havens).

4. Relationship with Tax Authorities

We will strive to build and maintain healthy relations with the tax authorities in each country or
region through the appropriate and timely presentation of information during tax administration
procedures and tax inspections. In addition, we will strive to deal appropriately and promptly with
issues pointed out during tax inspections, and make improvements.
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Interviews with Outside Directors

I Yuji Nonagase

I Fusato Suzuki

NSKis gradually developing systems for the SDGs. At the point where new products are
developed, the company is now considering product structure and packaging materials
as well. So we can see progress being made at this point. The most important thing is to
meet the needs of dentists and physicians. Moreover, what's important is to contribute
to providing top-class medical care to patients. In line with our corporate philosophy
of "Our Core", we are required to take a total, bird's eye view of our customers, who
are people working in treatment facilities and their patients, and to take into account
sustainability. It is important to share our values globally, improving satisfaction for all
our stakeholders. We need to move ahead with creating organizations that recognize
diversity, bringing together a diverse range of human resources, and connecting this to a
corporate culture that offers ample motivation. Being able to establish a foundation as a
company that has grown from a medium-sized enterprise in a very short time is bound to
form the basis for further growth in the future.

Our system to consider the dental health of employees is unique, and helps us have a dia-

logue with the market. | feel we should be striving to enhance our measures even further.

| do not see any major short-term issues for NSK in terms of creating corporate value,
thanks to our high profitability and strong financial position. The same can be said for the
risk of misconduct occurring at company-wide management levels. The effects of the
COVID-19 pandemic, which continues on from last fiscal year, have also been more than
amply mitigated in terms of the temporary drop thanks to prompt, bold leadership from the
top, and indeed, we have increased our industry share and are currently focused on mea-
sures for what happens after the coronavirus. The importance and meaning of responses
to sustainability are increasingly important in steady times like this. Last fiscal year, we
formulated an ambitious medium-term management plan, and debate at the Board of
Directors meetings was intense.

In future, | want to focus on the following pointsin terms of support for governance by out-
side directors. The changing nature of the dental market, our business portfolio balance,
the high proportion of overseas business, strengths and risks, the risks and opportunities
of climate change, strengthening our internal audit system, the completion of our medi-
um-term management plan, and so on. At the same time, we have a great many different
initiatives for improving corporate value over the long term and responding to risks. There
are also risks that we cannot change as a company, such as climate change. The source of
our business resilience is, | am convinced, how we fully share among both top manage-
ment and employees our purpose, the creation of brilliant progress, and march strongly to
that goal.
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I Yukiko Araki

With the expansion of information disclosure required of corporations to the environment,
society, and governance, rather than just financial matters, this is the first report that ex-
pands our previous environmental reports into a sustainability report. However, for NSK,
this has not made a sudden concern after the world started changing. Rather, | feel it is a
way to restate, in clear and understandable ways, the basic values and their practices that
we have always valued as a company to our external investors and customers, as well as to
the local community and a wide range of other interested parties.

Here, we first featured our most important cores as a company (“brilliant progress, EQOH,
Fly & Add). But these ideas seem a little abstract if you just focus on the words. But within
the company, this is something that has been rooted here for a long time, as specific,
concrete activities that are continually improved, from management to the factory floor.
In the context of our core as a company and our contributions to the SDGs, | think it will be
important to set more specific targets regarding how we should create value through our

business in future, and then move ahead with initiatives for this and show their progress.
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