Message from the President

- _ _ Westrive to enhance the entire Group’s corporate value by
'9‘*;&‘5 encouraging each business to pursue further growth, with
w0 the overseas expansion of the Automotive Textiles business

- ._ew.‘
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serving as a profit driver

A corporate culture, which blends
tradition and innovation, as the very
source of our competitive advantage

The history of the SUMINOE GROUP dates back
about 140 years to its founding, when our founder
succeeded in manufacturing carpets as the first of
its kind in Japan. Since then, the Group has brought
innovation to various spaces. We have participated
in many infrastructure projects conducted by the
Imperial Household Agency, other government and
municipal offices, and the Japan National Railways,
among others. In the area of seat coverings used
in railway cars, the Group successfully produced
Japan’s first seat covering materials. Even now,
we have hold approximately 80% of the domestic
market share in this area. Additionally, the Group has
also been engaged in interior work for renowned
hotels and creating comfortable office spaces.

One of the key features of the Groupis that it has
continued to make innovation in these areas while
valuing traditional culture and techniques. TANGO
TEXTILE Co., Ltd., a Group company located in the
Tango Peninsula in Kyoto Prefecture, continues to
manufacture dantsu carpets, doncho curtains and
other products by hand weaving or using the hooked
rug method, up until today. TANGO TEXTILE has
preserved the tradition and culture representative
of Japan, by manufacturing custom-made products,
including hand-woven dantsu carpets delivered
to the State Guest House, Akasaka Palace, and the
Kyoto State Guest House. As the only one factory
that produces hand-woven textiles on this scale in
Japan, TANGO TEXTILE plays a prominent role in
passing on the traditional craftwork techniques to
future generations. While honoring the tradition
in this manner, the Group also places emphasis on
the development of highly-functional, high value-
added carpets. | believe our mission is to bring new
products that integrate tradition and innovation to
the marketplace, and that this also represents the
strength of our Group.

Value Creation Story

The Group’s position in the automotive industry

In the Automotive Textiles and Traffic Facilities segment, which is
the mainstay business of the Group, currently we provide highly
value-added products through the effective use of our one-of-
a-kind technologies. With regard to the Automotive Textiles
business, the SUMINOE GROUP is positioned as “one of the worlds’
most unusual entity.” As this suggests, we are among the few
manufacturers capable of supplying a total line of automotive
textiles, ranging from ceiling materials, seat coverings, floor
carpets, car mats, to components of luggage compartments and
wheelhouses. Furthermore, we hold patents in a niche field of
"decorative fabric materials,” including ribbons that enhance the
originality of seat coverings, enabling us to create beautiful designs
that other companies cannot. This is also one of our strengths. Due
to our distinctive technological skills and comprehensive supply
capabilities, the Group has been highly acclaimed as “a uniquely
innovative manufacture” by both Japanese and non-Japanese
automakers. This favorable reputation has provided us with
opportunities to enter new markets.

Furthermore, the Group strives to expand the Automotive
Textiles business by developing new technologies for adding
synthetic leather to decorative fabric materials. While there are
various competing products, the Group has been focusing on
developing synthetic leather that contributes to environmental
protection and improves fuel economy through weight reduction.
We are also working on activities to increase orders mainly in
the North and Central American market, leveraging our design
capability and embossing technologies we have cultivated through
the fabric business so far. Through these efforts, we aim to further
differentiate us from others in the synthetic leather field and
maximize the strengths of the Group.

As for our future strategies, after strengthening our presence
in the North and Central American market, we plan to expand into
the Indian market. Another important business task is to establish
a base for advancing into the European market. Through these
measures, the Group will accelerate global business expansion.
Additionally, we are considering increasing production of car mats
andfloor carpetsto meet future market trend and demand. By using
high-quality synthetic leather featuring excellent design as our
growth engine, the Group will pursue further global development
and strengthen its competitiveness in the world market.

For many years, the SUMINOE GROUP has developed various
technologies and products geared for the automotive industry.
However, we may have underestimated our Group's capability. For
example, the initiatives of the Group have been highly regarded by
foreign automobile manufacturers. During our factory tours, they
are often amazed, saying “You are doing such great things.” These
reactions reaffirm the high value that the Group offers. Among other
things, foreign companies are attracted most strongly to our strength
of being a total supplier. The Group has attracted much attention
since it can offer comprehensive services that are unrivaled by others,
leveraging its textile processing technologies and product line that
covers the entire vehicle space. As such, | believe that we should
forge ahead with business expansion with greater confidence.

Foundation for innovation and growth in the
Automotive Textiles business

The Group has continuously innovated for many years, being a
pioneer in the interior industry. A prime example is A=k~O>"
(SUMITRON), the Group's proprietary recycled polyester fiber. It was
originally developed as a polyester fiber for carpets, over 30 years

ago. This voluminous recycled polyester fiber, made through the
three-dimensional crimp processing, turned out to be an innovative
product in the carpet industry. Subsequently, the fiber was widely
adopted for surface covering materials of electric carpets.

After a few decades, this technology was applied in the
automotive industry. We re-developed X=kO>/" (SUMITRON),
which had conventionally been used as carpet yarn, as a material
for car seat covers that fit in with an active image of SUVs. This
fiscal year, this automotive textile was adopted by Toyota Motor
Corporation for the Land Cruiser “250,” as the carmaker highly
evaluated it for using 50% or more recycled polyester. Moreover,
Toyota Motor Corporation conducts recycling-oriented initiative to
produce A=kO2/* (SUMITRON) by recycling PET bottles discarded
from its plants and offices. This initiative is drawing attention as the
first of its kind in the world.

The automaker—supplier collaboration that has realized this
recycling-oriented initiative blazed a trail in the entire industry.
The concept of converting carpet yarn into vehicle seat covering
material demonstrates the Group's technological capabilities and
innovation. It can be said that the concept came to fruition again
in a new genre after three decades. Based on this accomplishment,
we will continue to realize more innovative initiatives.

The Group’s corporate value from the viewpoint
of an executive officer

I have worked in the Functional Materials business for more than 30
years.Judging from my own experience, | am proud that the Group's
technological capabilities, particularly in carpet manufacturing and
additional processing technologies, are unique and not imitable by
other companies. For example, our deodorizing, water-repellent,
and allergen reduction technologies can be applied to a variety
of fields. These technologies are not dependent on the specific
materials, enabling additional processing to provide each function
to various textiles afterward. Using these technologies, we have
succeeded in advancing into other industries, as exemplified by
the deodorizing filters for household appliances. As this history
illustrates, without being self-complacent about its position as a
long-established interiors manufacturer, the SUMINOE GROUP has
consistently pursued progressive initiatives to offer new value by
applying a broad range of technologies. | am confident that this
indicates the profundity of the Group.

As our Company Motto includes the word “sincerity,” the
Group places the utmost importance on trust. This attitude serves
as the foundation for establishing long-term transactions and
relationships of trust with stakeholders, and has been well-received
by partners in different industries. To be honest, however, | believe
that our investor relations are sometimes deemed conservative and
not sufficiently appreciated, probably because of our overly serious
approach. We should therefore work on public relations more
actively, since we have many more technologies and products that
have great potential within the Group.

About latest business conditions

Regarding business performance in the fiscal year ended May 31,
2024, profit attributable to owners of parent was impacted by the
recording of a provision for loss on sales of shares of subsidiaries
and associates arising from share transfer of Sumisho Airbag
Systems Co., Ltd., an entity accounted for using the equity method.
However, net sales, operating income and ordinary income
exceeded the Company's forecast figures. Notably, net sales and
operating income reached record-setting levels, while ordinary
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income maintained almost the same level.

In the Automotive Textiles business, we saw steady results of
measures taken in the COVID-19 pandemic, while benefiting from
the weaker yen. Our U.S. business base, which had been in the red for
many years, achieved profitability in the past two years since | became
the President of the Company. This is an example of significant
outcomes of efforts we have made at our North and Central
American bases. Looking into the future, we invested 3 billion yen in
purchasing land and constructing a new factory at our subsidiary in
Mexico. We also secured a large order for floor carpets from a major
foreign automobile manufacturer in the United States. In this way,
our investment in the Mexican subsidiary has been showing smooth
progress, and we expect further growth of the subsidiary.

The Interior Fittings segmentimproved its overall performance
due to the recovery in demand for products designed for hotels,
etc. However, in the area of household products, performance
was affected by the lingering backlash from the inward-looking
consumption behavior during the COVID-19 pandemic, resulting
in a slight profit decrease despite the sales increase in the segment
as a whole. For household carpets, we plan to develop high-value
added products corresponding to the middle- to high-end product
range, where the Group has strengths, thereby further enhancing
our competitiveness.

In the Functional Materials segment, orders for fabric-coated
heating products significantly decreased due to an unusually
warm winter, negatively impacting business performance. We are
currently working to reorganize the factory in Vietnam, which we
also plan to utilize as a manufacturing factory for the Automotive
Textiles business. In addition to fabric-coated heating products, we
are promoting the development of small household appliances for
summer and all-season use, while focusing on expansion of the
OEM business. Toward business turnaround and growth of the
Functional Materials segment, the Group aims to produce great
results within several years.

Policy for further overseas expansion
As an immediate priority, the SUMINOE GROUP will focus on the North
and Central American bases, aiming to maximize the return there.
Business growth in these regions is key to expanding the business scale
and achieving the target of increasing the operating margin to 5%.
With a view to further growth, the Group pays attention to
the Indian market as mentioned earlier. Currently, many Japanese
automakers are facing difficult circumstances in the Chinese
market, with increasing geopolitical risks. For this reason, it is certain
that the Indian market will be a central pillar for future growth. The
Indian market is expected to see automobile production double in
the coming years. Given this situation, we anticipate the necessity
for making investment with an eye toward on-site production of
synthetic leather. The Group has already made its way into India by
establishing ajointventure. Although it had to fight hard initially, as
a result of its efforts to acquire orders that provide the most profit,
the joint venture has now grown to achieve a high profit margin.
We are aware that additional investment in the Indian market
must be made at the right time. If it is too early, we may take a high
risk, butifitis too late, we may face difficulty in entering the market.
Determining the right timing is critical in achieving future growth.
We will develop concrete strategies while clearly identifying the
growth potential in the market.

Changing the trade name looking ahead to new growth
From “Suminoe Textile Co., Ltd.” to “SUMINOE Co., Ltd.”
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The Group marked the 141th anniversary since its founding. To
continue growing in the next 100 and 200 years, the Company will
change its trade name to SUMINOE Co., Ltd. in December 2024.

Behind the decision about this change is a future vision that
we developed in the light of growth and changes in business
conditions while valuing the tradition of the previous name
“Suminoe Textile." In the present-day business environment, we
found it difficult to grow into a company producing sales at the
level of 200-300 billion yen while maintaining “Textile” in the
Company’s name. Furthermore, we felt that the name “Suminoe
Textile” posed some limitations for expanding globally. For these
reasons, we judged that the trade name should be changed. In
addition, we noted that Japanese people nowadays have some
difficulty reading the Chinese characters “f£/I (Suminoe).” The
previous name of the Company had a traditional value as it was
derived from a famous tanka poem. However, from the perspective
of global expansion and inheritance to the next generation, we
thought thatitis a natural choice to use the alphabetical expression
"SUMINOE" instead of the above Chinese characters.

Needless to say, we will seek the development in a new stage
while continuing to value traditional textile techniques. As part
of such efforts, we are sure that this trade name change is an
important step toward future growth.

In conjunction with this change, a subsidiary of the Company,
SUMINOE Co,, Ltd., which plays a pivotal role in the Interior Fittings
segment, will change its trade name to “SUMINOE Interior Products
Co., Ltd.” The new name highlights the company's position as
a manufacturer and reflect its commitment to “providing our
customers with satisfaction” by improving its comprehensive
customer service. Making the most of the synergy with the space
design business, the Company will strengthen its capability to
make proposals for the betterment of the entire space.

Taking on challenges to create new value

Under the tagline “Bringing innovation to all kinds of spaces,” the
SUMINOE GROUP strives to create new space value. In the course of
offering products associated with various kinds of spaces, we aim to
evolve existing products to be more user-friendly and have higher
added-value. It can be said that another important theme for us is
to provide a new form of comfort by addressing inconveniences
and other problems in today's everyday life.

The Group also focuses on expansion of the space design
business in the Interior Fittings segment. We have steadily worked
in enlarging our business domain through M&A. As a result, sales
of the space design business have increased to more than 4 billion
yen, which accounts for a little over 10% of the whole segment.
Since this business field still has growth potential, we will take a
promising opportunity for M&A whenever possible in the future.
The Group aims for further growth especially by entering into new
fields where we have not yet operated.

Along with creating of new value, reinforcement of the
financial base is an important business task as well. Currently, the
Company's equity ratio stands at 34.7%, and interest-bearing debt
has been reduced from 22 billion yen to 18 billion yen. However,
these figures are still insufficient for the Group, which has set the
D/E ratio of 0.5 times as the target. To achieve the target, interest-
bearing debt must be reduced to around 15 billion yen. We will
make continued efforts to decrease interest-bearing debt, also in
response to the increase in interest rates.

Additionally, we will reduce and liquidate cross-shareholdings
in stages. Through these initiatives, we plan to further stabilize the

Value Creation Story

financial structure and improve cash flow, ensuring an enterprise is
strong enough to make necessary investment in a speedy manner.
Itis essential to secure sufficient cash for new projects that we plan
to implement in the future, including investment in the Indian
market. We will therefore strive to steadily increase the bottom line
while maintaining the appropriate profit levels.

Exerting the Group synergy

Previously, each of the Group's business segment displayed its
own strengths individually by functioning like an independent
enterprise. However, this left us with a task of generating synergies
across the Group. For example, it was common that employees
working for the Automotive Textiles business had little knowledge
of what their peers in the Interior Fittings segment were doing.

To improve that situation, the Company has been holding
events called “Tsunagu-wa-cation”, which bring together
employees from different departments to provide them with
opportunities to deepen mutual interchanges through opinion
exchanges and meetings.

In the design area, we offer opportunities for designers of
Interior Fittings, Automotive Textiles, Traffic Facilities, etc. to meet
together, as part of our efforts to create an environment where
they can share different perspectives and be stimulated by each
other. Forinstance, in the past, members of respective departments
separately attended the Salone Internazionale del Mobile di
Milano, which is one of the world's largest furniture fairs held in
Italy. To address this situation, we plan to hold a meeting at which
participants announce their observation reports, in order to share
each department’s design views and approaches, through which
we expect to produce mutually beneficial results.

| believe that initiatives mentioned above will strengthen
the cooperation systems within the Group and generate greater
synergies. | also feel that the awareness of the “SUMINOE GROUP”
has gradually become instilled among employees. In the future, we
will continue these initiatives to accelerate the organization-wide
growth by maximining the Group synergy while strengthening our
presence in diverse business fields.

Evolving into an enterprise where individual
employees take pride in their jobs

Asanexecutive officer, | believe thatthe Group mustbe anenterprise
that arouses hopes in the minds of employees, motivating them to
play more active roles or to work hard to perform better in their
companies. To achieve this, we need to make improvements on
various aspects, including compensation for employees and the
employment environments. If a company is to achieve growth, it
is vital that its employees take on new challenges and work with
enthusiasm. Ever since | assumed the presidency of the Company,
I have always been requesting employees to develop the attitudes
of “embracing new challenges.”

However, due to the lingering economic slump following the
bankruptcy of Lehman Brothers, compensation for employees
decreased, in the context of stagnant performance during the
COVID-19 pandemic. Now as we recover from the pandemic, |
believe it is crucial to steadily increase the employee compensation
to the appropriate levels, in order to ensure retention of employees
and the Company's growth. Since | am aware that the situation
has not yet improved sufficiently, we will continue to upgrade the
reward system in a step-by-step manner. Accordingly, the Group
must secure the bottom-line profits.

Our transformation is making solid progress. However,

| feel that it is only half finished. | am certain that creating an
environment that enables employees to enjoy working with pride
will lead to realizing the ideal state of the SUMINOE GROUP, and
that it is indispensable for sustainable corporate growth.

Toward mid- to long-term sustainable growth

The Group has consistently expanded the scope of each business
field. As a result, its most recent net sales amounted to 103,400
million yen. We also confirmed that the Company satisfied the
continued listing criteria for the Prime Market as of May 31, 2024.
Nevertheless, considering sharp fluctuations in the Company's
share price, we are aware that we still have some other tasks
remaining to be addressed. We will strive to consistently maintain
compliance with the continued listing criteria and to achieve
further growth in the future to evolve into a 2 hundred-billion-yen
enterprise. To this end, it is essential for the Group to strengthen its
comprehensive capabilities, in addition to expanding the business
fields and increasing profits. In conjunction with these efforts, we
need to promote powerful branding strategies

Looking back, in the late 1950s, the Company was known
nationwide through a TV commercial as a growth company that
succeeded in popularizing carpets, which were high-end products
until then. However, after reaching a stable stage, the Company did
not focus enough on branding activities. Unfortunately, now the
Company attracts little attention in the media, as a smallto medium-
sized listed enterprise. To move out of the present situation and to
be widely recognized by society, the Group must conduct vigorous
branding activities while enhancing its comprehensive corporate
strengths.

Meanwhile, in response to the increasing significance of
sustainability in corporate activities, the SUMINOE GROUP identified
materiality (key issues) in June 2024, taking into account both the
importance for stakeholders and the importance for the Company's
long-term business activities. The objective was to realize the
creation of the Group’s medium to long term corporate value. Going
forward, we will implement specific initiatives to achieve our targets.

The Group is convinced that it can acquire the ability to achieve
sustainable growth and improve corporate value, by continuously
bringing innovation to all kinds of spaces. We will strive to further
improve the ability to make a greater contribution to society as an
enterprise thatare closely engaged inyour daily life. Simultaneously,
we will enhance corporate value by raising numerical targets for
business performance and increasing the bottom-line profits, and
then cyclically use the results for even further growth.

We remain committed to being a corporate group that
deserves attention of stakeholders. We would appreciate your
continued interest in the future developments of the Company.
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Medium- to Long-term Management Targets

History of the SUMINOE GROUP’s transformation and initiatives to

achieve the future it aims for

Since its founding in Sumiyoshi, Osaka, in 1883, as a pioneering
interior manufacturer, the SUMINOE GROUP has provided
customers with a wide range of textile products and expanded
its business domain while responding to the needs of the times.

In July 2021, the Group announced the “SUMINOE GROUP
WAY 2022-2024-2027 (hereinafter SGW),” which spans six years
intwo phasesand s already underway. Inthe STEP 1(2022-2024)

2022-2024
SGW STEPI

Contribution to
Japan’s modernization

Founded in

1883

)

SUMINDE
GEALA

for the first three years of the SGW, we have steadily worked to
"sow the seeds” for the future. In 2024, we newly formulated
the STEP 11 (2025-2027) for the latter half of the SGW, which is
positioned as a period in which we will steadily raise the level of
our true capabilities.

By promoting STEP Il, we aim to achieve sustainable growth
and further enhance our corporate value.

2025-2027

SGW STEPI
)

SUMINOE

2050

The future

Co., Ltd.

- P|9neer|ng Formulat.lng the Trade name change we aim for
an2y environmental  Group Philosophy
creation and and the Group's
environmental unified logo
- care 4 )
Popularizing Through the trade name change, we express To ”br|ng|rjg innovation to all kinds
carpets our determination that “we will transform of spaces,” the SUMINOE GROUP

our many years of experience into the power
to create a future that does not yet exist.” We
also aim to build a stable foundation for the
future in line with the Medium- to Long-term
Management Targets.

Suminoe Textile Co., Ltd.
140 years of history

aims to realize its VISION: To set a
“new comfort standard” in harmony
with the times and the earth to
create delightful lifestyles of the
future.

A

Initiatives for the future to be taken from STEP I

We have three strengths: diversification of business risks and horizontal deployment of technologies among three segments, ability
to change with market needs, and traditional brand power. Based on these strengths, we will implement initiatives to accelerate
global expansion, enhance non-textile areas, and establish the SUMINOE brand.

Accelerating global expansion

We promote the enhancement of
product lineups and human
resources development, and expand
our manufacturing and sales sites,
with the aim of reinforcing our

global optimal supply system. y

textiles.
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Enhancing non-textile areas

We create value for “all kinds of
spaces” by utilizing our
fundamental core technologies,
including those not limited to

Establishing the SUMINOE brand

From Suminoe Textile to SUMINOE.
We will establish a new corporate
image thatis not only in Japan orin
the textile industry but also on a
global scale.

Value Creation Story

Overall picture of Medium- to Long-term Management Targets

Expand sales and build a
foundation for growth

© Operating margin: 5% or more.

@ Strengthen cost competitiveness.

@ Investment plan for building a
foundation for growth. Create a healthier work

© Develop one-of-a-kind products. environment.

© Develop and promote the sales of
products for environmental measures.

© Expand sales of products with
antibacterial and antivirus effects.

Financial

Improve financial structure

Create workplaces for
employee happiness

Cultivate human resources.

Effectively use diverse human
resources.

Non-financial

Share the Company’s
vision with employees

® Establish better business models

to globally grow as a company R e velD/E = io
required by society. :

. N . . ([ ] i .
® Gain sound profits to invest in future Increa.se ARSI HUITRERET Improve corporate brand
growth. © Effective use of treasury stock. value.

“ Improve work efficiency using core Enhance governance.

® Strengthen ESG management.
systems.

D

Make steady efforts to
“sow the seeds” for the future

Steadily raise the level of
our true capabilities
SGW STEP 11 (2025-2027)

Net sales (Million yen)
—O-Operating margin (%)

103,478 105,300 106,000 109,000

97,872 98,617 91512 94,828

79,702

2.3

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Review of SGW STEP | (2022-2024)

SGW STEP | plan and results

®» Net sales and operating income achieved the plan
(Miilion yen/FY ended May 31)

Achievements

® Achieved profitability at the North and Central American base
by restructuring the production systems of U.S. and Mexican

2024 2024 subsidiaries (achieved profitability at all overseas bases for
Plan Results Automotive Textiles)
Net sales 93,490 103,478 ® Implemented appropriate price pass-through
® Increased recognition of the high environmental performance
Operating income 3,300 3,300 of ECOS® series, eco-friendly carpet tiles, under the horizontal
recycling system
Operating margin 3.5% 3.2% ® Expanded the space design business
Return on equity (ROE 6.6% 2.9%
! quity (ROE) ° ° ® Established a synthetic leather factory to sow the seeds for
Capital investment (3-year total) 10,000 10,953 new development

®Worked to expand recognition as a global supplier in the
North and Central American market, which resulted in
receiving orders from foreign manufacturers

SUMINOE GROUP Integrated Report 2024
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Medium- to Long-term Management Targets

| Policy of SGW STEP 11 (2025-2027)

‘ Priority themes for STEP II ‘

By pursuing five priority themes while steadily raising
the level of our true capabilities, we aim to achieve
our target rate of return by the fiscal year ending May
31,2027.

4 Further
strengthening
global
expansion

Improving
profitability

Target rate of return
|__roe _J _PBR
5-0% 8.0% 1 0

* ROE exceeding * Improvement
cost of capital of corporate
value Branding

Enhancing
non-textile
areas

Strengthening
management
base

‘ Tasks, strategies, and policy of each segment ‘

Automotive Textiles

Tasks

© Strengthen capability for proposals
through information sharing across
businesses.

Strategies and policy

® Strengthen the management base
and increase profits in North and orders.
Central America.

© Enhance proposals to foreign
manufacturers and increase sales of
new products.

© Find new customers through technical and design presentations.

We will pave the way for improved profitability by updating our global

strategy and advance investments for full-scale growth of our operations in

North and Central America to increase our presence in overseas markets.

© Develop a proposal system for synthetic leather and further increase

Net sales .Segmentin(ome —O-—Ratio of segment income

© Obtain new orders and expand sales for one-of-a-kind products, such as
decorative fabric materials for car seats.

Three-year Plan for Automotive Textiles
and Traffic Facilities

(Million yen)
75,000 7,500

o onang 65,080
Traffic Facilities 62800 Sagi 63'622 o 5540

Tasks | Strategies and policy

® Increase profits by optimizing
and streamlining the production

® Expand sales by developing and
increasing sales of functional |
products. and know-how.

As a market leader holding the top market share for over a century, we 7.0%
i are committed to technological innovation while preserving traditional
system. Japanese culture and techniques. o
| ® Ensure an efficient and stable production system. 2024 2025 2026 2027
® Establish a safe and appropriate management system for technologies

4,610

4,427

® Create new markets through collaboration with other businesses.

Tasks | Strategies and policy Three-year Plan for Interior Fittings
Increase recognition of the ; Taking pride in being an industry pioneer, we will work to enhance the (Million yen)
SUMINOE brand. profitability of existing businesses and create new value. 45,000 2,000

Implement strategies to recover
sales of household products.

Strengthen sales by improving logistics efficiency in response to market 946

changes.

Create synergy with the space design business.

Discover new demand and differentiate ourselves from other companies.

37,142 38,040 38,790 40,030

Actively expand market into mid- to high-end zones. 1,360

1,130

1,000

3.
25% 2 2.

2024 2025 2026 2027

Functional Materials

Tasks Strategies and policy Three-year Plan for Functional Materials
® Expand from existing businesses As a source of technology to be deployed throughout the Company, we (Million yen)
and product categories. will work to‘develop new functions such as smart textiles and foster new 4,000 539 1,600
® Effective use of human resources growth businesses. 3,127 3,090 ¥
and production facilities at our ® Promote product development in response to social issues and market needs. 2,650 L
Vietnam base. ® Reinforce development in new areas for the next generation, such as o
smart textiles. 2.9%
® Optimize operations at the Vietnam base through collaboration with - 170
other businesses. 0 - 0
® Develop applications of our unique materials and processin: &3 W-180
- s ar 9 2024 2025 2026 2027
technologies and expand the scope of applications to other fields.
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‘ Consolidated income and expenditure plan ‘

cr SUMINOE GROUP WAY
L G| 2022-2024-2027

2025 ‘ 2026 ‘ 2027

(Million yen/FY ending May 31)

STEP | and STEP Il

| Net sales by base

(Million yen/FY ending May 31)

2025 ‘ 2026 ‘ 2027 STEP | and STEP Il

2024 _ ) 2024 ; )
comparison of final year comparison of final year
Results Plan Plan Plan (%) (Amount) Results Plan Plan Plan (Amount)
Net sales 103,478 | | 105,300 | 106,000 | 109,000 453% | 5,521 Net sales 103,478 | | 105300 | 106,000 | 109,000 +5,521
Operating income 3,300 3,300 4,200 5,000
Operating margin 3% 3% | a0% |  aew| *OVO%|  +1699 Japan 67,793 || 68900 | 71,100 | 73,000 +7.7% +5,207
Ordinary income 3,668 3,400 4,200 5,000 +36.3% +1,331 /l;lfﬂrzfrvi:;d Central 18,469 18,700 17,300 18,700 12% 4230
Profit attributable to
owners of parent 874 1500 | 2100 | 2,600 | +197.3% |  +1725 China 8,098 8000 | 7,800 | 7,900 -2.5% -198
Exchange rate 14531 14200 | 13100 12500 Asia 9,116 9,700 | 9,800 | 9,400 +3.1% +282
Yen to 1 USD | ) ) i
Action to implement management that is conscious of cost of capital and stock
Price *For details, see p.35.
Analysis of current situation Policy
Cost of equity 5 to 7% -E- 8.0%(FY2027 target) Trends in ROIC/ROE O-rOIC_ -O-ROE

Calculation...Calculated using CAPM, risk-free rate
method (approx. 1.0%) + beta value x market risk
premium (approx. 6.0%)
The risk-free rate is based on domestic long-
term interest rates, and the beta value is
calculated in-house.

“ 2 .9% (FY2024 results)
0. 5 times (FY2024 results)

ROE continues to remain below cost of capital, and PBR
continues to be below 1 times.

Initiatives to improve ROIC/ROE

(%)

8.0% (FY2027 target)
1 0 times (FY2027 target)
4.0% (FY2027 target)

Dividend

7.9

6.7
5.5

Exceeding the cost

2.9 of equity (5 to 7%)

payout ratio 38% (From FY2025)

2024 2025 2026 2027
(For each FY ending May 31)

Cash allocation

® Improving profitability ~ ® Effective use of assets

@ Increase profits in North

* Improving
and Central America

profitability
* Reducing ® Improve profitability of
Interior Fittings segment

expenses

* Improving
financial ® Adjust cash and deposits
structure and borrowings to

appropriate levels

Policy on shareholder returns

* Optimization
of inventory
+ Utilization of

fixed assets
« Utilization of
internal reserves

® Use of financial leverage

©® Management with
inventory turnover

@ Improving utilization rate
of production facilities

® Returns to shareholders
and investment in human
capital

Operating CF —® Capital

investment/M&A
FY2025 to FY2027: 8.0 billion yen
11.0 billion yen — ®Restructuring core
systems

Liquidati t 0.5 billion yen

LGUICAtng doSCty —®Investment in
development

— ®Human investment

Reduction of cross
shareholdings
Utilization of idle assets

. —®Shareholder
Effective use of returns
treasury stock

We believe that returning profits to shareholders is an important management issue. We will continue to ensure stable dividend payment
and properly allocate the surplus, taking into consideration the trends in business performance.

Stable shareholder returns

® Dividends are basically paid twice a year, as

interim and year-end dividends.

®Except in unforeseen circumstances, such

as a sudden deterioration in the business

environment, dividends will be maintained at a

minimum of 70 yen per share.
Continuous expansion of returns

©®The payout ratio will be raised from 33% to
38%. We aim at an annual dividend of 140 yen

for FY2027.

—O-Number of shareholders
—-O-Dividend per share (yen) 9,449
222.05
I Profit per share (yen) 80
70 @
3,262 3,208
c— 0
65.36 50
I 21.88

2019 2020

©® We will continue to offer a shareholder special

benefit plan that includes our own products.

2022 2023 2024 2025
(For each FY ended/ending May 31)
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Materiality Identification

Identifying Materiality

In the Medium- to Long-term Management Targets “"SUMINOE
GROUP  WAY 2022-2024-2027" (hereinafter SGW), the
SUMINOE GROUP identified its five key sustainability issues.
Amid the increasing importance of sustainability in corporate
activities, in June 2024, we identified six materiality issues, in

(formulated in 2022), and the SUMINOE GROUP Philosophy
(formulated in 2023). The objective was to create medium- and
long-term value taking by considering both the importance for
stakeholders and the importance for the Company’s long-term
business activities.

line with the Basic Policy on Sustainability and Related Policies

Selection of members in charge of materiality identification

To conduct the identification procedures, we organized the general committee and subcommittees on materiality identification. The
general committee consisted of 14 members selected from respective departments of the Company. The subcommittees comprised
representatives of Headquarters & Administration Headquarters, division managers of respective business headquarters, and relevant
managers, with the CSR Promotion Department serving as the secretariat. At meetings of the general committee and subcommittee,
members worked on materiality identification while seeking advice from experts.

Materiality identification process

December 2023 December 2023-February 2024 February-May 2024
STEP 1 STEP 2 STEP 3

Understanding and identifying the

external environment and social issues  |dentifying sustainability themes
Analyzing and recognizing “risks and

opportunities”

v v

® CSR Promotion ® General committee on materiality identification [three
Department } times]

® Sharing at materiality ® Subcommittee on materiality identification (by theme)
identification meetings [several times]

v

® Reporting at the CSR Promotion Committee [two times]
/ ® Deliberation at the Executive Committee [two times]

Identifying materiality

® Deliberation at the Board of Directors (including
suggestions from outside directors) [two times]

® Approval at the meetings of the Executive Committee
Approval and the Board of Directors

® Understanding and identifying the external environment and social
issues (CSR Promotion Department)

After understanding and identifying the external environment and social issues in September 2023, the CSR Promotion Department
analyzed the "risks and opportunities” for materiality identification.

STEP 1

sreril ® |dentifying sustainability themes (General committee on materiality identification)

Stakeholder engagement was implemented from the two perspectives: @ the Group's business model sustainability, individuality and

originality, which is required by investors, and @ ESG issues. We then identified sustainability themes that led to materiality identification.

e Sustainability, individuality and originality were categorized into » “Materiality for profitability enhancement through business”
- “Value creation/Revenue opportunities”

¢ ESG issues were categorized into » “Materiality for business foundation” » “ESG”

SUMINOE GROUP Integrated Report 2024

Value Creation Story

’ ® Identifying materiality (General committee and subcommittees on
STES materiality identification)

At the general committee meetings, after sharing the Group’s risks and opportunities, members identified and shared the themes
regarding stakeholder engagement. These themes were analyzed and evaluated based on the two axes: degree of importance for
stakeholders and degree of importance for the Company’s long-term business activities. By classifying them into the six categories
mentioned below, members identified materiality.

® Main contents in materiality identification

@ Provision of valuable products and services

Importance of marketing, intellectual property initiatives, integration of core technologies, creation of new product lines, space design business, disseminating
brand information through social media, development and culmination of traditions and techniques, development of mono-material products, long-life
products and recycling-oriented products, and creation of environmentally friendly technologies and products

@ Preservation of the global environment

Development of internal systems to address environmental issues, initiatives to reduce CO, emissions, calculation of Scope 3 emissions, plans for reducing
energy consumption and for introducing renewable energies, strengthening of environmental education, identification of issues through CDP responses,
and information disclosure in accordance with the TCFD recommendations

© Human resources strategy

Respect for human rights, promotion of women'’s participation, human resources development, strategic human resources management, reform of human
resources management and evaluation systems, penetration of the Group's Phylosophy, strengthening communication between departments, improvement
of engagement, and promotion of work style reform

O Product safety and quality
Development of internal systems regarding product and safety, human resources education regarding quality, and reinforcement of quality-related internal
audit

© Sustainable procurement
Sustainable procurement initiatives and methods of continuous implementation

@ Enhancement of governance
Responses to the Corporate Governance Code, initiatives to address issues identified through the questionnaire survey regarding the effectiveness of the
Board of Directors, the way of planning for succession, prevention of serious incidents, and cyber security measures

© Provision of valuable products and services @ Preservation of the global environment @ Human resources strategy

O Product safety and quality

Classifying the identified sustainability

themes into six categories

© Sustainable procurement O Enhancement of governance

=
]
=

@Response to climate change issues
@Energy-saving and highly efficient production

@Biodiversity conservation @cfficient use of resources/reduction of waste @Product safety and quality management

@Development, manufacture and sales of
environmentally friendly products

@Reinforcement of information security @Supply chain management

@Thorough compliance and prevention of unfair competition and corruption

@Appropriate information disclosure and stakeholder engagement

@Pursuit of design, texture, and functionality to provide
a comfortable environment in any space

@Respect for human rights
and diversity & inclusion
@Improvement of corporate governance

@Penetration of the Group's philosophy, and creation of rewarding
working environment

@Human resource development and utilization

s19pjoya»jels 1o} dduepodwi Jo a163q

@Reinforcement of the environmental  @0ccupational safety and health/
management system Health and productivity management

@|nheritance and development
of traditions and techniques

@Reinforcement of risk management

and promotion of business continuity planning (BCP)
@Work style reform/Work-life balance

Degree of importance for the Company'’s long-term business activities High

Regarding the identified six materiality issues, members having knowledge of each theme were selected to exchange opinions from a
medium- and long-term perspective, so that themes and targets were formulated (see pp. 17-18).

Meetings of the materiality subcommittees were also attended by members from departments that were not related to the
respective themes. Meeting participants held meaningful discussions on matters other than materiality identification, including internal
issues and establishment of organizational systems and structures in their companies, from a sustainable viewpoint.
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Materiality Identification

Value Creation Story

As for the results of initiatives to address the key sustainability issues in the SGW
challenges in fiscal year ended May 2024, please please tap the following link:
Initiatives for ESG | Sustainability | CSR | SUMINOE Co., Ltd.

Category

Materiality (Key Issues)

Themes

Targets

Value creation/
Revenue
opportunities

Improve the social value of the SUMINOE brand
through innovation.
Provision of valuable products and
services

@ Pursuit of design, texture and functionality to provide a

comfortable environment in any space

- Develop functional products that meet social needs, products that are beneficial for health, and high added-value products.
- Promote space proposal business./Strengthen the SUMINOE brand.

@ Inheritance and development of traditions and
techniques

- Inherit traditions and techniques while creating new value.
- Continue our business beyond the 150th year anniversary and into the future.

® Development, manufacture and sales of environmentally-

friendly products

-Reduce CO, emissions throughout the product life cycle.
- Contribute to a recycling-based society./Create environmentally friendly products through new technology development.

E

(Environment)

Under our fundamental development philosophy
"KKR+A (Kenko [Health], Kankyo [Environment],
Recycling and Amenity)” and “Environmental
Declaration,” we will promote the concept of
"harmony with the earth.”
Preservation of the global
environment

@ Response to climate change issues

-Reduce greenhouse gas emissions in business activities.

@ Energy-saving and highly efficient production

-Reduce energy consumption./Use renewable energy.

@ Efficient use of resources/reduction of waste

- Promote the 3Rs (reduce, reuse, recycle).

@ Reinforcement of the environmental management

system

- Establish an internal management system for the environment.
-Enhance awareness and penetration of environmental issues among employees.

@ Biodiversity conservation

-Implement business activities that consider biodiversity.

S

(Society)

We will create an organizational culture
where diverse human resources can work
with motivation and thrive in a safe, secure
environment.

Human resources strategy

@ Respect for human rights and diversity & inclusion

-Respect human rights and prevent of all forms of harassment.
- Ensure fair and non-discriminatory treatment in all aspects of employment./Create a corporate culture that embraces diversity.

@ Human resource development and utilization

- Develop next-generation leaders, global human resources, and digital transformation personnel./Ensure optimal allocation of personnel within the Group.
- Revitalize human resources through optimal personnel allocation and ideal evaluation systems that meet changes in society.

@ Penetration of the Group's philosophy, and creation of

rewarding working environment

- Enhance awareness and penetration of the Group’s philosophy and management policy using internal branding strategies.
-Improve the Group's overall strength through inter-departmental communication./Enhance employee engagement.

@ Occupational safety and health/Health and productivity

management

- Prevent workplace accidents./Maintain employee health.

@ Work style reform/work-life balance

- Improve employee well-being and productivity by supporting flexible working styles.

Produce and sell quality products and contribute
to the improvement of society.

Product safety and quality

@ Product safety and quality management

- Comply with laws and regulations and fulfill supplier’s responsibility./Improve product safety and quality./Comply with our own quality

standards and customer requirements.

- Conduct appropriate management of chemicals and hazardous substances./Provide safety information about products and services.

We will work with suppliers to help build a
sustainable society.

Sustainable procurement

@ Supply chain management

- Achieve sustainable procurement.

G

(Governance)

We will build a foundation of corporate trust by
ensuring transparency.
Enhancement of governance

@ Improvement of corporate governance

-Implement highly effective corporate governance.

@ Thorough compliance and prevention of unfair
competition and corruption

-Implement corporate activities with an emphasis on compliance./Establish group governance.

@ Reinforcement of risk management and promotion of

business continuity planning (BCP)

-Identify, analyze and assess risks, take measures to mitigate them, and thereby improve resilience.
- Prevent disasters and accidents./Prepare BCP for events such as a disaster or pandemic.

@ Reinforcement of information security

- Properly protect and manage information assets as important assets.

@ Appropriate information disclosure and stakeholder

engagement

- Disclose the Company's financial and non-financial information in a timely manner in accordance with laws, regulations and rules.
- Promote understanding of corporate value through dialogue with shareholders and investors.

* Measures and indexes regarding materiality targets are currently under development
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Value Creation Process

Value Creation Process

Based on its Group Philosophy, the SUMINOE GROUP will create value that contributes to society, thereby helping realize a sustainable

society and enhancing our corporate value.

External
environment

Environmental
risk

Shortage of
resources and
energy

Change in
the mobility
society

Aging /
Shrinking
labor force

Working
style reforms

Information-
oriented
society

Growing
public
awareness of
ESG and
SDGs

Contribute to

resolving social issues

Input
(Capital and Strengths)

Manufacturing capital

® Capital investment 3.87 billion yen

® Consolidated manufacturing
subsidiaries in 8 countries

® Globally optimized supply system

® Equipment dedicated to producing
eco-friendly products

® Strong relationship with each
factory

Human capital

® Consolidated number of
employees: 2,812

® Management who exhibit various
specialties to enhance corporate
value

® Diverse human resources well
versed in various business fields

Intellectual capital

® R&D expenses: 1.06 billion yen

® Number of patents held: 145

® Cooperation between
development personnel

@ Intellectual property creation

Social and related capital

® Customers and suppliers
belonging to different markets

® Industry-academia partnership

@ Historically established trust from
stakeholders

® Harmonious coexistence with local
communities

Natural capital

@ Sustainable resources, including
those enabled by photovoltaic
power generation, etc.

® Total energy consumption

® Energy use

Financial capital

® Total assets: 92,199 million yen

® nterest-bearing debt: 18,090
million yen

® Equity ratio: 34.7%

® Aggressive M&A

Enhance the Group’s
capital and strengths

19 SUMINOE GROUP Integrated Report 2024

Human resources with
a wide variety of skills

—

Specialist know-how

regarding manufacturing :

Design capability that enables
the matching of manufacturing
and market needs

Capabilities that
form the core of

the SUMINOE
GROUP

i sonijigeded yuswdojanap
pue ABojouyda]

Historically established trust ’

Ability to change in

accordance with market needs

Materiality
(key issues)

® Provision of valuable products
and services

® Preservation of the global
environment

® Human resources strategy

® Product safety and quality

@ Sustainable procurement

® Enhancement of governance

Business Segments and Output

Able to propose diverse
solutions, since the Group has
multiple functions as a
manufacturer, wholesaler and
constructor, and also able to
design and construct an entire
space

Automotive Textiles (3B

Able to apply its technologies
related to various interior
textiles, such as fabrics,
carpets and mats, to other
business segments

Stability in quality and supply
achieved by strong supply
chain management

Traffic Facilities

® Capability to realize high
durability and
flame-retardance required by
textiles used in public
transportation systems

® Maintaining a large market
share for more than a century
based on trust established
over a long history

Functional Materials

® Capability for sales and
development to create new
products required by markets,
cultivated through sales
activities leveraging a wealth
of functional materials and
processing technologies that
are unique to the Group

Medium- to Long-term Management Targets “SUMINOE GROUP
VN@UPPEVIPZEPIPVAN pp. 11-14

Environmental management (il mug® Group Philosophy m

Value Creation Story

Technologies and products the Group
has created based on its fundamental
development philosophy

K Kenko (Health)

® ~NUZFLTLw/a® (TRIPLE FRESH)
deodorant treatment technology

® Antibacterial and antivirus processing
technology N ZF)L7Lw3/2°5 4 (TRIPLE
FRESH DEO) and 7 /7 wZ° (QUINTECH)

® Automotive carpets with noise-absorbing
and sound insulating properties

K Kankyo (Environment)

® Automotive seat covering material
"e.colore®” (eco-loré), which has reduced
the dyeing process

® Automotive ceiling materials featuring
greater ease of recycling after use

® Plant-derived automotive textiles and
interior materials for traffic facilities

® Seat cushion material for train cars
SUMICUBE®, made from raw materials that
emit no poisonous gases when combusted
for disposal

® Olefin bathroom flooring that generates no
poisonous gases at the time of combustion

R Recycling

® ECOS? series, eco-friendly carpet tiles under
the horizontal recycling system

® Recycled polyester fiber A=kO>/°
(SUMITRON)

® Nylon yarn recycled from discarded fishing
nets

/ & Amenity

® Smart textiles that contribute to a
comfortable life

® Fabrics for car trim accent GRACE CORD®,
etc,, which enhance originality

® Flame-resistant flooring film for signs
indicating priority spaces in trains and buses

® Fabric-coated heating products

® Tispa® series deodorizer for home use

Governance, compliance, and

USIUENRERENERIM pp. 53-60

Basic Policy on Sustainability

Value Offered by the Group

Social value

Environmental value e

® Reduce environmental impact from
business operations

® Reduce environmental impact from
products

® Reduce the amount of industrial
waste generated

® Realize a circular economy

® Strengthen environmental
management

Value offered to stakeholders
Customers and consumers

® Improve quality of life (QOL)

® Reduce environmental impact

Employees pp. 45-50

® Diversity & inclusion
® Promote health and productivity
management and work-life balance

Suppliers

® Strengthen relationships by building
a responsible supply chain

® Improve technological capabilities
and mutual growth through
transactions

Shareholders and investors

® Profit returns to shareholders
through enhancement of corporate
value

® Strengthen partnerships

Local communities

® Revitalize the local economy through
employment and social contribution
activities

Economic value

Net sales 103,478 million yen

Profit attributable to
owners of parent 874 nillion yen

Operating margin 3.2%
ROE 2.9%
D/E ratio 0.56 times

Ideal Corporate Image

MISSION

Our mission
to fulfill

Bring people- and
society-friendly spaces
to the world through
technology and ideas

that closely support

people’s lives.

VISION

The future
we aim for

To set a “new comfort
standard” in harmony
with the times and the

earth to create delightful

lifestyles of the future
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