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TCFD was established by the Financial Stability
Board in 2015 in response to a request from G20
leaders. It recommends that financial impacts of
risks and opportunities created by climate change
on business management should be assessed and
disclosed by including governance, strategy, risk
management, and metrics and targets as core
elements of disclosures.
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Editorial Policy

Gunze Integrated Report in 2023 was compiled as a financial and non-
financial information report for the Gunze Group. The Report largely
focuses on activities in fiscal 2022 (From April 1, 2022 to March 31, 2023)
with certain content covering the period after April 2023. Meanwhile,
the relevant departments and job titles of individuals introduced are as
of the time activities were undertaken. In addition, comprehensive and
detailed information is available at the websites shown on the right, to
help stakeholders better understand the Company.
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@ Non-financial Information  Sustainability https://www.gunze.co.jp/english/sustainability/
About GUNZE https://www.gunze.co.jp/english/corporate/

Disclaimer

This Report contains statements about the Gunze Group's future plans, strategies, performance forecasts
and outlook. These statements are based on our current assumptions and beliefs in light of the
information currently available to us.
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The Purpose of Our Existence

iz';:';g:;iy Striving for harmonious coexistence with all stakeholders
surrounding the Company through a people-oriented
approach and a commitment to quality
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A Track Record of Value Creation

Gunze has continued to provide products and services that address
social issues and changes in the business environment as a going Philosophy  Tsurukichi Hatano
concern for 127 years.

Founding Founder

Corporate e s e
Motto r p g relationships with our g youthful energy

customers a sociates and creativity

Management Philosophy

The Gunze Group has consistently lived up to the founding philosophy of
“Striving for a harmonious coexistence with all stakeholders through
a people-oriented approach and a commitment to quality.”

This philosophy serves as the “warp” threads of our corporate management,
while our business operations represent “weft” threads, which serve to meet
the expectations of our society sincerely and flexibly. The combination of these
“warp” and "weft” threads is how we positively contribute to society.

(Billions of yen)

- 200
Changes in the
Composition of Sales Fiscal 1967 Fiscal 2014 Fiscal 2022
Company renamed Gunze Limited 100 years in business Transition to a three business segment structure Launch of CAN20 Launch of VISION 2030
I Functional Solutions Net sales ¥31.3 billion dated net sales
M Apparel Number of employees 36.0 billion 4100
[ Lifestyle Creations 9,003 B of
(Fiscal 1966) . oyees 5,214
Medium-term Management Plan
CAN20 /_VISION 2030
T ()k) T ! T T ()_'_
1896 1946 1956 1966 1976 1986 1996 2006 2016 2021 (ZF?rgc(a)s(SY)
Evolution of the Group’s Principal Businesses [EXPE] Transition to a four business
MTransition to a three business segment structure segment structure

Stockings and Knitted Innerwear Apparel Business as a Mainstay Functional Solutions Business Expansion

Expansion of Products and Services That Contribute to the QOL

Functional Solutions Business
E 1983 1985 1989 1998 2014 2017 2019
Plastic film business Engineering plastics Medical Materials Mechatronics Electronic Components QOL Research Center Gunze Medical Japan  Medical U&A, Inc. included in the Company's scope of consolidation
launched business launched business launched business launched business launched established Limited established  Formulated the Basic Policy for Plastic Resource Circulation
Established in Apparel Business
1934 1946 JIEEED 1977 1986 2013 2014 2016
1 896 Full-fashion Knitted inner-  Sewing thread Pajamas Center established Entered the outerwear field Launched the official mail ~ Opened the Gunze directly managed stores Jeans & Casual the dan Co., Ltd.
stocking wear production Production (Tryon Co., Ltd. established) order service Gunze Store (Mitsui Outlet Park Kurashiki Store)  joined the Gunze Group
production launched launched
launched Lifestyle Creations Business
1973 1984 (1985 | 2007
Landscaping Gunze Sports Co., Tsukashin shopping center opened Gunze Engineering
and greening  Ltd. established Limited established
business " "
Jaunched Medical Business

Products and services created to help solve social and environmental issues

1896~ 1930~ 1960~ 1985~

Establishment of a silk manufacturing company Improving people’s lifestyles through rapid expansion of Tackling the challenge as a technology-oriented company Presenting new, enriched lifestyle culture through diversified apparel products
to contribute to the local community through the apparel products (hosiery and knitted innerwear) after the through the development of applications for new and multifaceted business operations
development of local industry end of Wwil materials The 1980s have been referred to as the age of the “individual,” bringing about changes in lifestyles,
The district of Ikaruga, Kyoto has served as home to the silk The development of rayon in the United States caused a substantial drop in With the rapid growth of the petrochemical industry and the increased including the emergence of a highly sensitive consumer class. Against this backdrop, companies
industry in Japan, a local undertaking that has existed since the price of silk. Moreover, the expansion of synthetic fibers led to a sharp consumption of plastic resins, plastic products quickly came to replace were required to respond to the diverse needs of c who placed considerabl hasis on
ancient times. Owing to its low quality and difficulties in decline in the production of raw silk, forcing the silk industry to suspend oper- many everyday items. Gunze made the foray into the plastic field as a one-of-a-kind products that they considered theirs and theirs alone. As consumer preferences and

keting the silk over an ive area, the industry was ations. Gunze began manufacturing full-fashion silk stockings as a second- new business venture. The Company began with the production of purchasing patterns diversified, Gunze expanded its apparel product lineups to meet a wider range
forced to urgently improve its structure to secure local ary processed product to replace raw silk. After World War I, Gunze shifted packaging films for its stockings. Thereafter Gunze undertook the of consumer requirements. Gunze's apparel products attracted many loyal customers thanks to their
community growth. Against this backdrop, Gunze's founder, its focus to the production of nylon stockings, helping promote the spread of development of shrink film tubing. This was followed by the develop- innovative functions and fashionable appeal. At the same time, Gunze redeveloped the premise of
Tsurukichi Hatano, established a silk manufacturing com- stockings through reasonable pricing. Gunze also started the production of ment of various new products and technologies using fluororesin and its former factory to open a commercial facility. This also helped Gunze create a new lifestyle culture
pany to contribute to the local community by revitalizing the knitted innerwear soon after the end of the war. In pursuit of “Golden qual- high-performance resin processing. This helped the Company expand in terms of both clothing and housing.
local silk industry. With his belief that good people make ity for silver prices,” Gunze explored the “why" as the company sought to into the fields of engineering plastics and electronic components.
good silk, Hatano was dedicated to employee education to ensure superb quality for its products. As a result, Gunze knitted innerwear Through its functional solutions business, Gunze was working to con-
help ensure the high quality of products. became known as “national innerwear.” sistently create new solutions as a core business for a diversity of

applications.

2023
GUNZE MEDICAL LIMITED established
(From October 2022)

2023~

Creating new value by combining the functional solutions, medical, apparel,
and lifestyle creation businesses

While the market share of developed countries is shrinking, emerging countries such as China are
expanding. Under these circumstances, building a business structure that can respond to rapid changes
in the structure of society and the economy is a prerequisite for growth. In addition, calls on corporate
management to remain vigilant toward climate change are intensifying. Against the backdrop of an
aging population and increasing health consciousness, Gunze is working to enhance people’s quality
of life (QOL) by developing products designed to create new value in its apparel, plastic films, medical,
and sports club businesses. In the sports club field, Gunze has launched new club operations in collab-
oration with local communities to help extend healthy lifespans.

Management Philosophy Preserved Across the Gunze Group

1963 11969 1976  [1997  [1998 2007 2012|2019

Three Important Character Traits
Sincerity, Affection, Modesty

Three Disciplines ‘ Corporate Motto ‘ Environmental ‘ Action Gunze Group Brand Charter Basic Policy for Plastic Resource
*Exchange greetings *Keep your personal belongings in order eParticipate in cleaning Charter Guidelines CSR Policy Circulation

Gunze Integrated Report 2023

12021 12022

‘ Gunze Group Sustainable Procurement ‘ GUNZE'S HUMAN RIGHTS POLICY
Guidelines
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4

At a Glance

Gunze’s businesses continue to create new value

Products and Services

Segment Overview

Established in 1896

Net salesin fiscal 2022 136,030 Operating income in 5,812
million yen fiscal 2022 million yen
(Millions of yen) 601986
60,000 (Millions of yen)
| 49,555 9,000

50,000
40,000
30,000
20,000

10,000

0

Changes in the portfolio
(net sales)

200,340 140,000

6,000

3,000

Changes in the portfolio
(operating income)

million yen million yen
16%
37%
75% BN 99,
I 45%
99, S 99
Net sales in Net sales
fiscal 1996 forecast for
100 years in fiscal 2023
business

7,014 7,500

million yen million yen
5%
61%
79%

25-_.20%
G o

Operating income Operating income

in fiscal 1996 forecast for
100 years in fiscal 2023
business

M Functional Solutions [ Medical [ Apparel [ Lifestyle Creations

* The total of consolidated net sales and operating income (after Group-wide adjustment). Breakdown of net
sales and operating income by segment (before Group-wide adjustment).

Functional Solutions Business

Since entering the plastic films field in
1962, the functional solutions busi-
ness has worked to develop various
applications for engineering plastics
and electronic components by com-
bining its core resin processing and
surface processing technologies. This
business segment will expand further
by developing one-of-a-kind products
used in a wide range of fields, from
the approach of both materials and
devices.

»P.40

Plastic films

@ Shrink films ® OPP films
@ Shrink tubes * Flexible Multi-layered
* Nylon films sheet

Development, manufacture and sale of prod-
ucts that are closely related to daily life, such
as beverages, groceries, toiletry products, and
packaging films for fresh foods.

Engineering

© Transfer belt
® Fluor resin tubes

® Functional parts for the
health and medical fields

Development, manufacture and sale of OA
equipment and functional parts used in man-

plastics o Functiondal parts for  * Other fluorine products ufacturing processes in all the industries.
semiconductors
Electronic . Development, manufacture ano! sale qf touch
Touch panels panels for personal computers, in-vehicle
components devices, and medical devices.
Design, manufacture and sale of labor-saving
. * Equipment for packaging and packaging and other types of equipment for the packag-
Mechatronics A s

® Printing peripherals

ing, printing, dairy, beverage, food process-
ing, and pharmaceutical industries.

Medical Business

Gunze manufactures and markets
medical devices with an excellent
technology that the company devel-
oped over many years. »P.41

Medical materials

® Bioabsorbable
surgical suture
thread

® Bioabsorbable
adhesion barriers

® Medical lasers

® Bioabsorbable
reinforcement felts

® Bioabsorbable bone
fixation devices

e Artificial dermis

® Bioabsorbable dural
substitutes

Development, manufacture and sale of medi-
cal devices such as bioabsorbable surgical
suture thread, bioabsorbable reinforcement
felts, and bioabsorbable bone fixation
devices, and cosmetic medical devices such as
medical lasers.

Domestic affiliated
companies

27companies

As of the end of March 2023.

Number of global bases 8 countries

Overseas affiliated R&D bases
companies
3 0companies 2bases

Apparel Business

Ever since we began manufacturing
stockings in 1934 and knitted inner-
wear in 1946, the apparel business
has attracted countless customers
who have continued to favor its prod-
ucts for their superior quality, innova-
tive functionality, and fashion sense.

»P.42

In response to diversifying needs, the prod-

® Innerwear (men's, women's, kid's,
Innerwear ( ) ucts are developed based on various concepts.
® Socks (men'’s, women's) The products are developed based on both
Legwea r  Stockings fashion and functionality approaches.
© Outerwear Outerwear, nightwear, and home wear that
Lifestyle * Nightwear prioritizes lifestyles, all of which are particular
* Home wear about materials and functions.
The Company has developed a wide range of
Thread and * Sewing thread for automobile materials products, from different sewing threads with
accessories ® Sewing thread for industrial materials new functions and threads for clothing to var-
ious industrial materials.
Retail © GUNZE The Company has directly managed stores,

® Jeans / Casual Dan

outlet stores, and casual wear specialty stores.

As of the end of March 2023.

Number of employees 5,214 (consolidated)

Gunze Integrated Report 2023

Lifestyle Creations Business

The lifestyles creations business con-
tributes to a higher QOL through the
use of Gunze's technologies and
know-how.

»P.44

Real estate

* Commercial facility and spa management
® Real estate development
® Engineering and energy-saving service

Based on the use of land owned by Gunze, the Company
develops real estate and offers services including
commercial facility management, housing and office
building rentals, and energy-saving management.

Sports club

® Sports club and swimming school
management

The Company manages community-based
sports clubs and offers high-quality services
and options.

Landscaping and
greening

® Tree sales
© Flower sales

The Company contributes to the creation of an
environment that will lead to the future, such as
tree sales that supply trees and seedlings and
flower sales that add color to everyday life.

Gunze Integrated Report 2023
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Message from the Chairman
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Weaving Our Founding Philosophy into the Future

Gunze Ltd. was established in 1896 in the district of
Ikaruga (now Ayabe City), Kyoto.

Embodying the aspirations and strong determination of the
Company'’s founder Tsurukichi Hatano, Gunze was initially
inaugurated as Gunze Silk Manufacturing Co., Ltd. to not
only pursue the profit of a single company, but also to
enrich the region by following the district of Ikaruga’s policy
of developing the sericulture industry. Over a period of 127
years, the Company has continued to evolve by responding
flexibly to changes in social and economic conditions.
Guided by its founding philosophy, the Gunze Group
engages in customer-centric business activities that are

grounded in corporate principles that underscore a peo-
ple-oriented approach, a commitment to quality, and har-
monious coexistence. Based on these principles, we aim
to become a corporate group that fulfills the needs of
society and grows sustainably alongside society with a
strong determination to provide customers with a feeling
of comfort through the products and services offered by
each business line. In addition, we are continuously work-
ing to maintain and develop appropriate relationships
with all stakeholders, including shareholders, customers,
suppliers, employees, and local communities to sustain-
ably increase corporate value.

Creating Social and Economic Value through Sustainable Management

ESG initiatives are playing an increasingly important role in
corporate management. Since its foundation, Gunze has
been working to solve social issues through its core busi-
ness in order to contribute to the environment and society.
In order for Gunze to remain a going concern going for-
ward, it is imperative that the Company continue to con-
stantly sow business seeds. Gunze's continuous evolution
and growth over 127 years is a testament to the daily
efforts of its members to tackle new challenges with a
sense of urgency. Currently, the Plastic Film Company has

Gunze Integrated Report 2023

launched a “Circular Factory™" (Resource recycling factory)
initiative ahead of other divisions. While this type of initia-
tive is critical to Gunze's sustainable development, similar
action is yet to be taken at other divisions. Moving for-
ward, we will take steps to instill initiatives aimed at ensur-
ing the Group's sustainable growth across all divisions. The
goal is that individual divisions engage in sustainable
activities that secure the Group's future.

As far as the Group's sustainable management is con-
cerned, steps were also taken to clarify the direction of

Gunze will weave the DNA of its founding philosophy
into the future and engage in sustainable management

to co-create value with stakeholders.

Atsushi Hirochi

the business portfolio. In specific terms, the Group's medi-
cal operations, which were previously included in the
functional solutions segment, were separated as an inde-
pendent business from fiscal 2023. Working with the

Chairman, Representative Director

b

apparel and lifestyle creations segments to drive the
Group's future growth, the medical business will serve as
a fourth segment to further strengthen the supply of
quality products.

Building a Culture in which Diverse Human Resources Can Thrive

The Gunze Group has formulated a management strategy
based on the key phrase “Transform and Challenge.” This
strategy is designed to realize a sustainable society under
the Group's Medium-term Management Plan VISION
2030 stage1, and sets out corporate constitution evolu-
tion as one of its human resources strategies. People are

Realizing a Co-creative Society with
Stakeholders

Laying out its management vision for 2030, the Gunze
Group is contributing to a sustainable society by creating
new value and delivering a feeling of comfort to customers.
Moving forward, we will continue to create value that leads
to harmonious coexistence with the people of the future.
We will always return to the unwavering values of our
founding philosophy, and contribute to a sustainable
society through our business activities. As we work
toward achieving our goals, we humbly ask for your con-
tinued support and understanding.

the greatest management resource and the cornerstone
of competitive advantage. Fostering a corporate culture
in which all members can fully demonstrate their abilities
while gaining a sense of fulfillment in their work, we will
continue to place the highest priority on our people-ori-
ented approach in our corporate management.

Gunze Integrated Report 2023
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Message from the President

1)

Toshiyasu Saguchi
Representative Director and
President

Establish a foundation to achieve the goals

of our Medium-term Management Plan
VISION 2030 stagel

8 Gunze Integrated Report 2023

Significant Changes in the Business Environment

Buffeted by significant changes in its external environment,
fiscal 2022 was a challenging year for the Gunze Group.
Amid the ongoing impact of restrictions on social activities
attributable to the spread of COVID-19, the Group's efforts
were affected by a variety of factors. This included disrup-
tions to the global logistics function and soaring raw mate-
rial and fuel prices, brought about by the conflict between
Russia and Ukraine that began in February 2022, as well as
sharp fluctuations in foreign currency exchange rates. As a
result, operating income fell slightly below forecasts, at 5.8
billion yen, on net sales of 136 billion yen, which were in
line with forecasts, in fiscal 2022.

As far as the functional solutions business is concerned,
Gunze was successful in absorbing the sharp rise in raw
material and fuel costs through price pass-on measures.

Fluctuations in foreign currency exchange rates also had a
positive impact on this business on the back of the
Group's global manufacturing and sales system.
Meanwhile, the apparel business was negatively impacted
by sluggish consumption owing to the pandemic. The
business model of manufacturing overseas and selling
domestically was also buffeted by the weak yen. Taking
into consideration these and other factors, the apparel
business incurred a loss of 0.2 billion yen. Turning to the
Group's third mainstay pillar of business, the lifestyle cre-
ations segment was not immune to the effects of the
pandemic. Against the backdrop of a harsh operating
environment, both the number of visitors to shopping
centers and sports club members failed to recover owing
to the downturn in human traffic.

Evaluation of Activities in the First Fiscal Year of Medium-term Management Plan

VISION 2030 stage1

Despite the harsh operating environment, | am confident
in the progress we have made in the first fiscal year under
our Medium-term Management Plan VISION 2030 stage1.
We have positioned the creation of new value, capital
cost-focused management, evolution of our corporate
constitution, and environmentally responsible manage-
ment as the four pivotal strategies of VISION 2030 stage1.
These strategies encompass initiatives that target all of
the Gunze Group's stakeholders, including shareholders,
customers, employees, and local communities.

As a part of efforts to create new value, our first pivotal
strategy, we are actively working to renew existing busi-
nesses and to cultivate new businesses. In April 2023, we
completed the transformation of our Moriyama Plant
(Moriyama City, Shiga Prefecture), our core factory in the
plastic films business, into a circular factory (resource recy-
cling factory).

In addition to utilizing solar energy and large water
resources, this factory will serve as a high-tech facility that
employs a manufacturing system that allows products
and raw materials that were previously discarded to be
recycled as new resources without producing waste. To
date, we have conducted an experimental resource recy-
cling program in which the apparel business uses hangers
manufactured from plastic scraps. Through our circular
factory, we will commercialize the recycling of resources
into a business in itself and directly link this technolo-
gy-based system to the solution of social issues.
Furthermore, in the functional solutions business, the
engineering plastics field has shifted to semiconductor
and medical-related applications, and is growing as a field

that will play a key role in the growth of the Gunze Group.
Turning to the apparel business, we are expanding sales
channels to online and directly managed stores to estab-
lish new points of contact with customers while continu-
ing to introduce new products.

As a part of efforts to push forward our second pivotal
strategy, we are applying capital cost-focused manage-
ment to each business frontline in a bid to instill increased
capital cost awareness. Since the cost of capital varies
widely between business divisions, we have introduced
Gunze Value Added (GVA) as an internal evaluation indi-
cator. Each business division is working to strengthen the
profitability management of invested capital and improve
GVA. In addition to promoting measures aimed at reduc-
ing unprofitable capital, we are working to cut back cross
shareholdings in a bid to maximize profits.

Turning to the evolution of our corporate constitution, our
third pivotal strategy, every effort is being made to provide
employees with a comfortable and rewarding workplace.
With the relocation of our Tokyo branch office to Shiodome
in February 2022, for example, steps were taken to promote
a free address system where employees are free to change
desks as a part of our office reform endeavors. Adopting
the same approach following relocation to the Osaka
Dojima office in August 2022, energies were directed
toward building a comfortable workplace. The Gunze
Group is also upgrading and expanding measures aimed at
promoting women's active participation and providing
child-rearing support. The goal is to improve our female
employee retention rate by creating an office environment
and systems that make it easier for women to work.

Gunze Integrated Report 2023
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As a fourth pivotal strategy, the Gunze Group is engaging
in environmentally responsible management. In doing so,
we endorsed the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD) in 2021 and
are working diligently to reduce Group-wide CO: emis-
sions. Having identified specific reduction targets for
Scope 1 and 2 under our Medium-term Management
Plan VISION 2030 stage1, we are also promoting steps to
formulate Scope 3 reduction scenarios. Moving forward,

we will continue to implement environmentally friendly
initiatives in conjunction with efforts through our
Moriyama Circular Factory™ (Moriyama City, Shiga
Prefecture) and other businesses.

Medium-term Management Plan VISION 2030 stage1 »pP.17
Moriyama Circular Factory™ Goes Online »p.26-27
Financial Capital Strategy »r.34-37

Business Restructuring and Spin-off of the Medical Business

Structural Reforms Designed to Transform the
Group’s Business

Impacted by a deteriorating external environment, the
Gunze Group was forced to restructure its business in fis-
cal 2022. Adopting a selection and focus approach, we
transferred the Film Division of our electronic components
business to Daicel Corporation in October 2022. Working
to restructure the Group's stocking production function,
we terminated operations at our plant in China in
February 2023 and took steps to consolidate production
in Japan. With authorities in Japan reclassifying COVID-19
to a Class 5 category, social activities are returning to nor-
mal. Against this backdrop, demand for apparel, including
innerwear, is expected to recover as people become
increasingly active and more willing to travel.

Looking ahead, we will accelerate efforts aimed at
improving profit by reorganizing the apparel business. At
the same time, we will promote price revisions in a bid to
address soaring raw material prices and fluctuations in
foreign currency exchange rates.

Over and above the aforementioned, companies are
expected to solve social issues. With this in mind, we will
work to transform all of our businesses and transition to
sustainable operations.

Special Feature 3:
Maximizing Lifetime Value (LTV) by Combining the Collective
Strength of the Apparel Business »P.28-31

Spinning Off the Medical Business

In April 2023, part of the Group’s medical devices busi-
ness and the QOL Research Center, which continue to
drive the Group's growth, were integrated into Gunze
medical Limited by way of an absorption-type split. With
an organizational structure for medical devices that
enables integrated operations from research to sales, we
are better placed to expand our business in a timely man-
ner. In reforming our organization in this manner, we
have also taken steps to fully comply with the Act on
Securing Quality, Efficacy and Safety of Products Including
Pharmaceuticals and Medical Devices (the Pharmaceutical
and Medical Device Act).

Gunze medical will not only develop medical devices
based on the Group’s core technology of bioabsorbable
and biocompatible materials, but also flexibly respond to
market changes, accelerate development speed in
response to needs, and strengthen selection and concen-
tration through portfolio strategies by medical field and
explore potential M&As.

Special Feature 1:
Medical Business That Drives Gunze’s Growth »p.22-25

Our Vision and Shared Values with Stakeholders

for a period of 127 years based largely on the ongoing
importance we place on the three warp threads. Looking
ahead, we will continue to place the three people-ori-
ented, quality, and harmonious coexistence values at the
heart of our business activities and work to become a
company that is needed by society.

In broad terms, the medical business underpins the
Group's growth, the plastic films and engineering plastics
fields in the functional solutions business ensure the
Group's operating stability, and the apparel business
showcases the Group's appeal through its high visibility

Message from the President

and profile. In fulfilling each of these roles, | believe that
these three businesses enhance the Group's corporate
value.

Meanwhile, we increased the ratio of performance-linked
compensation for executives from 2022, and set GVA,
total shareholder return (TSR), and the degree of achieve-
ment of Companywide CO: reduction goals as KPIs with
the aim of ensuring the businesses are managed with an
awareness toward both the social and economic benefits
in an effort to share our values with shareholders.

Sustainable Management That Balances Social and Economic Benefits

While it is imperative, as a private company, that we pur-
sue economic benefits, we must not neglect social
benefits.

Rather than merely contributing to society through con-
ventional economic benefits, our goal is to engage in
business activities that help solve social issues in their own
right.

In addition to adopting a people-oriented approach as a
part of its management philosophy, the GUNZE Group
places the highest priority on education. As times change
and the mobility of human resources increases, including
the shift to job-based employment, | believe we must
adapt our approach toward human resources to reflect
the needs of each era.

| also believe it is important to ensure employment stabil-
ity with systems in place that accommodate a variety of
needs, including child and nursing care thereby allowing

employees to work on a continuous and flexible basis.
After taking steps to help guarantee the foundation of
employees’ lives, | intend to implement a raft of system
reforms.

As an executive, | believe in making the right choices, and
doing what is right both ethically and economically.

In this regard, it is management'’s role to determine what
is right. With that resolve in mind, | will work to promote
our key phrase “Transform and Challenge” while aiming
to sustainably increase the Group’s corporate value through
sustainable management that balances economic and
social benefits. In closing, | would like to express my heart-
felt gratitude in anticipation of your ongoing support for
and understanding of the activities of the Gunze Group.

Toward a Multi-stakeholder Co-creative Society »-P.46-51
Corporate Governance PP.56-61

o === F L

" e

Despite engaging in a variety of activities that encompass
a diverse range of functional solutions, lifestyle creations,
and other fields, Gunze is still seen by many as an apparel
company. With this in mind, we recognize the need to
determine how to fine tune this overarching apparel ban-
ner going forward.

Based on its people-oriented approach, commitment to
quality, and coexistence philosophy, the GUNZE Group

10 Gunze Integrated Report 2023

has identified certain corporate principles as warp threads
that must never be changed. Moreover, the Group has
continued to create new value by flexibly adapting its
weft threads to the needs of the times. While our opera-
tions have continued to evolve and change, beginning
with the silk business that produces silk threads, and pro-
gressing to the apparel, functional solutions, and medical
businesses, we have enjoyed the support of stakeholders

(V';\ : N

—
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Value Creation Model

Social Issues

Responding to
the depletion of natural
resources

Reducing

environmental impact

INPUT

(March 31, 2023)

Human Capital

* People-oriented approach « Consolidated number of employees (5,214)

* "Three disciplines” » Employees holding qualifications (1,336)
taking hold

« Diversity of talent

Manufactured Capital

* Robust production system
with powerful manufac-
turing expertise

« Total cost competitiveness

* [T communications
environment

* Number of employees incentivized to obtain a qualification

* Number of global bases 8 countries
Domestic affiliated companies 27 companies
Overseas affiliated companies 30 companies

Financial Capital

* Net assets
* Interest-bearing debt

* Stable financial standing

* Medium- to long-term
capital policies

« Cost of capital-based
management

Natural Capital

* Environmentally friendly
products/services

* Wholesaling of plants
and trees

Intellectual Capital

* Broad range of intellectual | ¢ Know-how
properties and technolo- « Number of R&D personnel 65

gloels,nf]reorr; L 5o  Number of industry-government-academia
Y collaboration projects 19 projects (FY2021 results)

Gt iDlTeel i * Number of patents acquired
Domestic 655; overseas 249

* Number of designs acquired
Domestic 200; overseas 8

* Number of trademarks acquired
Domestic 1,946; overseas 796

* Number of utility model patents acquired
Domestic 23; overseas 6

Social and Relationship Capital

o Activities to address social | e Diverse partnerships
issues through collabora- (suppliers, external research organizations,

117,691 million yen
15,426 million yen

e Energy consumption (domestic)
46,389 kL (Crude oil equivalent)

tion with local customers, local public organizations, etc.)
communities * Brand power

* Sustainable procurement Share of domestic market:
baseldton harmé)mous Shrink film approx. 40%
coexistence an : : i
coprosperity Bioabsorbable reinforcement felts  approx. 90%

Artificial dermis

Number of apparel products
sold annually in Japan 110 million units

* Collaboration with local communities

approx. 40%

Gunze Integrated Report 2023

Promoting the reduction
of waste and recycling

Addressing global
warming and climate
change

Improving quality of life
while addressing
growing health needs

Responding to increas-
ingly diverse work styles,
employment and careers

Expanding the use of
renewable energy

BUSINESS MODEL

Respecting labor and
human rights

OUTPUT

Harmonious coexistence
with the environment and
local communities

Talent development
through Human Capital a
people-oriented approach

Sales /
Customer
Feedback

Production [

\

Procurement

/

A Value Chain
That Leverages
Competitive
Advantages

Brand
Management /
Solutions

Technology
development

Planning
and design

Creating added value by
Gunze's core technologies®

lexible, market-responsive,
~ global production and
sales systems

* Fiber processing, resin processing,
and surface processing technologies

Sustainable mana gement

Management

; Environment
Foundation

Human resources »P.46~ ) Governance »P.56~ )

»P.52~ )

(March 31, 2023)

Functional Solutions Business  » P.40

« Plastic Films Business

* Engineering Plastics Business

* Medical Materials Business

* Electronic Components Business
* Mechatronics Business

Apparel Business >

A\

»

* Innerwear Business

* Legwear Business

* House Casual Business

» Threads & Accessories Business
* Retail Business

Lifestyle Creations Business »P.44

_“:‘""kﬂu_- P,
* Real Estate-related Business
 Sports Club Business

* Landscaping and Greening Business

Addressing the shrinking
domestic labor market

Addressing accelerated
digitization

OUTCOME

(March 31, 2023)

Gunze Group's Value Propositions

People and Earth-focused Products/Services

FY2022 Results

Human Capital
* Ratio of women employees (non-consolidated) 33.9%
* Ratio of women in managerial roles 5.1%
* Ratio of women corporate officers 13.0%

* Improvement of engagement
(Engagement score = 62 pt. / Survey results fiscal year
ended March 31, 2023)

 Work-life balance
Paternity/maternity leave utilization rate 36.0%/100%
Average number of annual leave days taken 14.1

Manufactured Capital
* Capital investment costs 9,597 million yen

Financial Capital

* Return of profits to shareholders (dividend per share)
147 yen (2.5 billion yen in total)

« Total shareholder return (TSR) 84.8%

Natural Capital

* Amount invested in the environment through

the procurement of green loans 4.5 billion yen
 (0; emissions (Domestic + Overseas) Scopel+Scope2*
118,324t-C0;

(Compared with FY2013 BM: 31% reduction)
* Gunze Group total

* No. of plants with 1SO 14001 certification
14 business sites (As of March 31, 2023)

Intellectual Capital

* R&D expenses 2,501 million yen

* Number of patents published
108 (Domestic 76, overseas 32)

 Number of industry-government-academia
collaboration projects (22 projects/FY2022 result)

Social and Relationship Capital

* Brand awareness 73.4%
(Nikkei Brand Japan 2023 Survey)
« Contributions to the local community
Entered into regional comprehensive agreements with
Osaka Prefecture, Osaka City, and Kyoto Prefecture

Model Forest Movement (forest conservation activity)
36 participants per activity, total participants: 144
(collaboration with Kyoto Prefecture)

Joined the emergency disaster response alliance SEMA

Love Earth activities
(support for six organizations, including NPOs)

Gunze Integrated Report 2023
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Explanation of the Value Creation Model

The value chain initiatives identified in Gunze’s value creation model strengthen the Company’s business
activities by efficiently utilizing the Group's various capital resources and leveraging its unique strengthes.

@ Functional Solutions Business @ Apparel Business @ Lifestyle Creations Business  (March 31,2023)

KN

& fa

Sales / Customer
Feedback

Sales / Customer Feedback

e Sales comprise all activities that result in the delivery of products that embody the customer’s point of view.
o Customer feedback refers to the comments and inquiries received from customers and end-users that are reflected in efforts to
develop, improve, and manufacture products.

Challenges to be overcome when deepening the Group's

Sl G A Alizagihe efforts to create value (corresponding to the capital axis)

Principal categories of capital and resources

 Marketing strategies based on an analysis of customer
preferences @

* Problem solving-type sales that embody the
customer's point of view @/@/@

* Professional human resources that are capa-

b.le/c:achmvmg the highest levels of QCDS * The provision of solutions to customers that integrate

the sales, development, and manufacturing functions

* The ability to build trusted relationships with [ )
customers through customized products @

Human Capital
Sales and customer service personnel

Intellectual Capital « Timely response to market needs @/@

Post-market launch surveys and fol-
low-up capabilities

Social and Relationship Capital
Trusted relationships with clients and
customers

« Expansion of sales channels to younger customers @
* The Company's own comprehensive e-com- « Entry into new fields @/@

merce site @

+ ¥

e Putting in place a management strategy to build and maintain the Gunze brand or GUNZE brand products and services

e Taking steps to differentiate Gunze from other companies while instilling in customers’ mindsets the value of the Gunze brand
over time

 Engaging in general marketing activities

Challenges to be overcome when deepening the Group's

S eI ey efforts to create value (corresponding to the capital axis)

Principal categories of capital and resources

* High-value-added product development * Enhancing brand awareness @/@

capabilities, from R&D to sales @/@

* One-of-a-kind products that combine the
Company's core technologies @

Human Capital
Merchandisers (MDs) that are respon-

) * Training and strengthening development personnel
sive to customer needs

( 2
* Passing down the necessary expertise and knowledge to
specialists and training @/@/@

« Strengthening global expansion @

Intellectual Capital
Core technologies that leverage the

' A * Quality assurance system to ensure high
strengths of each business division

quality @/@

Social and Relationship Capital
Trusted relationships with customers

£

A

2
Research and
Development

Research and Development

Activities to create sustainable product lines that utilize specific technologies based on the core fiber processing, resin process-
ing, and surface processing technologies

Challenges to be overcome when deepening the Group’s

(i i e g efforts to create value (corresponding to the capital axis)

Principal categories of capital and resources

« Progress management with stage gates @/@
* |dentifying future-oriented themes @/@

« Increasingly sophisticated core technologies

Human Capital
and the ability to create new businesses

Human resources with expertise in the

business field * Concentration of elemental technologies and

development capabilities that maximize
value * Promoting researcher-led technology marketing @

. * Building business model proposal capabilities @/@
Intellectual Capital

A wide range of R&D themes
« Promotion of industry-government-academia

Social and Relationship Capital !
collaboration

The ability to uncover new fields through
industry-government-academia collaboration

Financial Capital
Financial foundation that underpins R&D

Gunze Integrated Report 2023

Production

Here we present details of the principal categories of capital for each activity, Gunze’s competitive
advantage, and the challenges we face in further deepening the Group’s efforts to create new value.

Production

Activities that require collaboration across a wide range of operations, including manufacturing, quality assurance, production
technology as well as facility and production control, to ensure strict control over manufacturing, quality, cost, and delivery
(QCD) at Gunze Group production plants

Challenges to be overcome when deepening the Group’s

Sl G e g efforts to create value (corresponding to the capital axis)

Principal categories of capital and resources

X\ =
Brand Management / Solutions Brand Management /
Solutions Procurement

« Aging of human resources, technology transfer
L X J
* Centralized visualization of information in plants

through loT @/@
« Lack of workers in domestic plants @/@
« Aging domestic facilities @/@

* Pursuit of the highest quality as a
technology-oriented company
(2

* In-house complete and seamless
production structure @

Human Capital
Production engineers familiar with each business site

Intellectual Capital

Systematized manufacturing technology standards based on

the identification of core technologies within the company

* High overall equipment efficiency
based on P-value (*) management

o0

Social and Relationship Capital
Contributions to the local economy through collabora-

tion with affiliates and global bases « Strengthening productivity and the ability to

manufacture a variety of products at overseas

Natural Capltal * P value: Productivity improvement rate plants .
ngoing capital investment to create new technologi Gunze' ductivity metri . . .
Ongoing cap estmentto create new technologies ihunzeéown procuctivity metric over * Ability to customize production to local charac-
. e previous year) o
Manufactured Capital teristics and needs @/@

High quality through in-house manufacturing and a
seamless structure

Procurement

Procurement activities, including those for the raw materials, parts, production equipment, sub-materials used for products
based on the manufacturing technology standards determined by the development and design divisions; stable procurement
through fair, equitable, transparent as well as socially and environmentally responsible transactions with suppliers

Challenges to be overcome when deepening the Group’s

iz s e g efforts to create value (corresponding to the capital axis)

Principal categories of capital and resources

Planning and Design

« Selection of suppliers taking into consideration
sustainability issues and concerns @/@/@

« Collaboration with suppliers through

Human Capital
strong, trusting relationships

Human resources that can guarantee the best quality

Intellectual Capital '0'®  Appropriate transactions to maintain and
Accumulation of procurement know-how that under- * Traceability management of raw improve relationships with suppliers @/@/@
materials @/@

pins a broad product lineup « Transactions that take into consideration human

Social and Relationship Capital * Ability to respond to risk through rights and biodiversity @/@
Trusted relationships with suppliers '::etn:lt“plsegurement of raw * Procurement of materials with an eye that
aterials extends to SCOPE 3 @/@

Natural Capital
Procurement of environmentally friendly parts and materials

Planning and Design

Managing specifications, manufacturing costs, and lot sizes while engaging in activities that lead to the commercialization of
products based on the realistic viewpoint of what kinds of products we are looking to bring to the market and what kinds of
products we are able to release based on plans

Challenges to be overcome when deepening the Group’s

Clcdttl et e efforts to create value (corresponding to the capital axis)

Principal categories of capital and resources

* The launch new products in new areas using
core technologies @/@

» Timely response to market needs @/@/@

* Product design that generates high
quality @/@

« Ability to develop differentiated products
based on a market-in concept @/@

* Environmentally friendly product
development @/@/@

* Product development capabilities for
a recycling society @/@

* Global development capabilities
that comply with the regulations of
each country @

Human Capital
Human resources tailored to development, manufactur-
ing, and customer needs

Intellectual Capital
Product development capabilities that anticipate mar-
ket needs

» Development geared toward global expansion

o0

Social and Relationship Capital
Trusted relationships with stakeholders

Gunze Integrated Report 2023
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Review of the Previous CAN20 Medium-term Management Plan

Under “CAN20,” the strategy was divided into the Phase | and Phase Il with the aim of growing core
businesses and strengthening the management foundation, guided by the vision to provide custom-
ers with a special type of comfort which only Gunze can offer and based on the key concept of Focus
and Concentration. In Phase Il, the plan was extended by one year to FY2021 due to the impact of
CoVID-19.

CAN20 has enabled us to build a foundation for future-oriented growth businesses based on the
recovery in the functional solutions business driven by growth in the plastics, engineering plastics,

and medical fields.

Achievements and challenges in Phases | and Il of the previous Medium-term

Management Plan “CAN20"

Phase | (FY2014 to FY2016)

(1) Portfolio strategy:
Selection and concentration through strategic business units (SBUs)

(2) CFA* Project:
Health and medical business expansion (Nightingale Project)
Creation of new business (Edison Project)

(3) Reinforcement of management foundation:
Enhance core technologies, Global responsiveness, Strengthen intan-
gible assets, Reduce fixed costs

(1) Rapid Progress of Medical Materials Field (70% increase in sales):
Net sales increased 70% year over year, while operating income
increased 300% year on year, sales of Bioabsorbable Reinforcement
Felt expanded in the U.S.A.

(2) Revival of Strong Apparel (80% increase in operating income):
Women's innerwear: CUT OFF and Seamless innerwear became a big hit
Legwear: Leggings pants that created new demand became a big hit

(3) Entered the Apparel Retail Business:
Jeans & Casual the dan Co., Ltd. became a subsidiary (M&A)
Company-owned stores opened (factory outlet, family shop)

(1) Delayed response to sales growth

(2) Insufficient response to the maturation of mainstay businesses/products

(3) Absence of growth business

sabus|eyd

(4) Slow in restructuring electronic components business

* CFA: Cross Functional Approach

Segment Financial Results

Phase Il (FY2017 to FY2021)

(1) Business strategies by segment: Revive growth in the Functional
Solutions Business

(2) Creation of new business:
Promote commercialization of Phase | projects, expand business by
M&A, construct a mechanism to create new business themes

(3) Reinforcement of management foundation:
Improve competitiveness by strengthening production base,
strengthen management foundation

(1) Growth in functional solutions business:
Establishment of a global manufacturing and sales structure in the plastic films
field, growth in semiconductor/medical fields for engineering plastics
Establishment of a sales company in the medical field and structures for
further growth (including M&A)

(2) Women's innerwear and EC growth through differentiated technologies for apparel

(3) Clearly promote commercialization of films for next-generation lithium-ion batteries

(4) Improve capital efficiency by liquidating unprofitable businesses and idle real estate

sabuajleyd

(1) Ongoing efforts to create new businesses

(2) Strengthen responsiveness to changes in the external environment
and the new normal

(3) Structural reform and profit improvement in leg wear, sports clubs,
and other problem businesses

(4) Further collaboration and mobilization of people and organizations

(5) Business innovation/model transformation by using digital technology

Sales (Left axis) : [l Functional Solutions [ Apparel [ Lifestyle Creations

Segmentincome:  Functional Solutions Apparel Lifestyle Creations
=@=ROE
(Millions of yen) o (Millions of yen)
160,000 150,000 4 16,000
141,172 138,324 136,579 140,521 140,706 140,311
[ | [ | | H 123649 124314 $.000
120,000 - [ | 50% 12000
6,239 ®orh gher
4,880
80,000 - 3,084 3.662 4,206 4.673 5 8,000
©28% | - ©32% 26%
- 2.9% 9% °
40,000 [- I 4,000
0 0
N 11% ) o
FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 (CAN20 targets)

* The total of consolidated net sales and operating income (after Group-wide adjustment). Breakdown of net sales and operating income by segment (before Group-wide

adjustment).

Gunze Integrated Report 2023

Medium-term Management Plan “VISION 2030 stage1”

Based on the achievements and challenges of the previous Medium-term Management Plan CAN20
and changes in the external environment, the Gunze Group formulated and announced details of
VISION 2030 stage1, a medium-term management plan that covers the three-year period from fiscal
2022 t0 2024 in May 2022. In fiscal 2022, the first fiscal year of the plan, the Gunze Group reported
an increase in net sales and operating profit in all segments.

The Medium-term Management Plan “VISION 2030 stage1” is Phase | of the realization of “VISION
2030." To formulate the plan, we clarified our vision and goals for 2030, considering ways to eliminate
the gap between our current status and our ideal state using the backcasting method. Our vision for
2030 is to “Create new value and deliver a ‘feeling of comfort’ to customers, contributing to a sustain-
able society.” We also aim to continuously enhance corporate value through sustainable management
that balances economic and social benefits, based on the key phrase “Transform and Challenge.”

The Ideal State We Aim to Achieve in 2030

Corporate brand value improvement
Apparel/Lifestyle Creations

Growth driver Profit expansion/contribution
Medical Functional Plastic Films

Solutions Engineering Plastics
Business

Functional
Solutions
Business

Apparel

,,,,,,,,,,, H Lifestyle
Creations

aje1 ypwoub ssjes

Lifestyle
Creations,

»
>

GVA*
* GVA (Gunze Value Added) =
(NOPAT + dividends) — (invested capital at end of period (total assets - non-interest bearing liabilities)) x WACC

Business Objectives

Non-financial Goals

Financial Goals (FY2024 Targets)

Category Target indicators 2024 targets 2030 targets
Net sales Environmental CO: emissions reduction rate (Japan + overseas) Scope 1+ 2*  *Gunze Group total - 28% or higher ~ 35% or higher
1 40 billion yen responsiveness per-ynit energy consumption reduction rate (vs. previous year) 1%/year or higher

Ratio of women in managerial roles 6% or higher  20% or higher
Operating income Z:gmot;vtigrm(::nvtvomen’s Ratio of female employees in the workforce 35% A%
1 0 billion yen Ezglr:tci)(r):t:f P Ratio of women hired on a main career track 50% 50%
constitution  Parenting support Men's paternity leave utilization rate 50% 70%

ROE Corporate culture creation Engagement score 70pt. (estimate) - 80pt. (estimate)
6_3% or higher Work style reforms Annual paid leave utilization rate 75% 100%
Others Productivity improvement rate (P value*) *Gunze's own productivity metric over the previous year 103% 103%

Four Basic Strategies

In order to promote sustainable management, the Gunze Group has formulated materiality (key)
issues for management and has positioned them as the four basic strategies of “VISION 2030 stage1.”

VIS I @ N 2 030 Create new value and deliver a “feeling of comfort” to customers, contributing to a sustainable society

o (reating a corporate culture supporting diverse talent to attain fulfillment from
work

« Promoting employee mindset/duties transformations through work style reforms

o Transforming business processes through the proactive use of digital technology
(Everything including production, sales, development, logistics, indirect operations)

 Creation of new businesses and growing existing businesses
Creation of (including M&A)
New Value  Offering new products/services designed with enhanced sus-
tainability in mind

[ |

Capital « Strategic allocation of management resources
(€5 {ddi e Achieving a positive GVA value by improving capital

Management SRRGIEEISTE

Responsible
Management

Environmentally . _ _ _ _
* Reducing negative environmental impact through business
activities

Gunze Integrated Report 2023
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Risks and Opportunities

As the external environment, we have identified the major social issues that may have an impact on
the Gunze Group's ability to generate value in the medium- to long-term. The risks and opportuni-
ties associated with these have also been identified.

To resolve social issues while appropriately addressing risks and taking advantage of opportunities,
we recognize the priority themes raised in the Medium-term Management Plan as management

18

materiality and will continue to enhance value creation.

More stringent legal and
social rules

Contraction of domestic

labor markets fesources personnel composition and an upside down population pyramid P For details: P. 46 - Human Resources Strategies Evolution of
o Lack of diversity due to a low percentage of female employees © D&I promotion > For details: P. 48 » Human Resources Strategies Corp.ora.te
. « Promotion of women's empowerment b For details: P. 49+ Hurman Resources Strateges Constitution
Human capital  Promotion of human resources and independent career development
management that P> For details: P. 47 - Human Resources Strategies
embodies a people-
e  Potential for human rights violations exist due to Insuffiient verfi oriented approach  Implementation of human rights due diligence » For details: .50 » Toward a Multi-stakeholder Collaborative Society

human rights

Progress in the shift to IT

o Difficulty of manufacturing under
existing standards

lifestyles
o Difficulty in procuring raw materials due to supply chain disruptions

© Lack of diversity among human

o Litigation, including intellectual property litigation, causing brand
value to be lost

o Revision of products and services due to changes in quality standards

o Suspension of business activities due to legal violations

@ Insufficient revision of standards

o Difficulty in securing human resources due to a shrinking labor
force
o Alack of creative thinking capabilities due to immobilization of the

® Increase in cyber-attacks that cannot
be handled by existing security systems

® Irresponsible postings due to the ano-
nymity of SNSs

cation of human rights and working environment standards

Growing severity of global o Global warmin large-scale earthquakes, typhoons, floods, and other natural SLLLEEIEIELIE R e procurement of raw materials and environmental load reduction materials Responsible
environmental problems 9 disasters issues created P> For details: P. 52 > Environmentally Responsible Management Management
o Higher raw material and energy costs through diverse * Reduction of COz emissions by 35% or more
business P> For details: P. 52 » Environmentally Responsible Management
development
Growing international @ Conversion to business that reduces o Stronger regulations regarding disposable plastics e Construction of circular factories Capital
awareness of marine plastic use of petroleum-derived raw o Lower sales due to the spread of products made from plastic P For details: P. 26 -+ Special Feature 2, B> For details: P. 52 - Environmentally Responsible Management Cost-focused
pollution materials alternatives o Improvement of recycled hybrid film raw material ratio » For details: P. 40 » Functional Solutions Business Management

o Leakage of important information due to cyber-attacks, computer
viruses, and other malicious methods
o Spread of erroneous information through SNSs

 Damage to production, logistics, and commercial facilities due to

Gunze Integrated Report 2023

Expansion of
circular economy-
driven business
models

Measures to

P> For details: P. 42 » Apparel Business
 BCP-driven supplier system development » For details: P. 40 + Functional Solutions Business

o Applications for patents, trademarks and design rights
o Reinforcement of projects requiring certification » For details: P. 22 » Special Feature 1
o Compliance with global standards » For details: P. 22 + Special Feature 1

o Improvement of productivity in all areas, including production, sales, logistics, and back-office opera-
tions through the use of Al 1T, sensing technologies, etc.
P> For details: P. 40 » Functional Solutions Business, > For details: P. 42 > Apparel Business

o Improvement of productivity through mindset, operating, and office reforms
P> For details: P. 46 - Human Resources Strategies

o Building of a personnel system that leads to improvements in the working environment

o Education of employees with regard to respect for human rights
P> For details: P. 50 »Toward a Multi-stakeholder Collaborative Society

o Reinforcement of cyber-attack countermeasure systems
o Dissemination of information tailored to stakeholder demographics

o Transition to renewable energy B For details: P. 26 » Special Feature 2
o Construction of a net zero carbon factory (Yanase Factory) » For details: P. 43 » Apparel Business

Social Changes Issues Risks Opportunities Responding to Risks Materiality
o Response to changes in customer pref- o Decline in profitability due to the emergence of non-profit yielding
Changes in the market P gest P business divisions o Strengthen profitability by focusing on the business portfolio
. . erences due to restrictions on social . . . . S .
environment surrounding activities o Obsolescence of technologies/services due to decreased  Develop products and services that generate social value, including products that contribute to the
the Gunze Group  Shrinking of domestic market competitiveness - reduction of COz B For details: P. 8  Message from the President
 Obsolescence of existing needs : :
Business expansion
o Difficulties in continuing business operations due to drastic that contributes to
Country risk in nations changes in political and economic conditions, including friction Ll LB e Global business expansion b For details:P. 40  Functional Solutions Business
where Gunz at © Reorganization of business strategies between the U.S. and China and the crisis in Ukraine of life Risk diversification through the development of businesses in regions the Group has not yet entered Creation of
ere e operates o Deterioration in the proﬁtability of overseas production dueto © Return to domestic production P For details: P. 42 > Apparel Business New Value
fluctuations in foreign currency exchange rates
« Stagnation in business activities due to infection amona Grou o Construction of labor-saving and unmanned lines at plastics and apparel plants
9 . . . 9 P P> For details: P. 40 » Functional Solutions Business, P> For details: P. 26 » Special Feature 2, B> For details: P. 42 > Apparel Business
employees and to infection prevention measures
Spread of COVID-19 ® Business continuity under different R LimFi)tatyions on the business Ecructure due to changes in society and  Development of functional films to help reduce food 0ss B> For details: P. 40 Functional Solutions Business
infections, etc. environments from normal times 9 y  Measures to expand the ability to attract customers to the e-commerce site

Environmentally

Gunze Integrated Report 2023
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Gunze's Materiality

Having identified the risks and opportunities related to important social issues, we have set material-
ity as the priority theme that will contribute to resolving these issues by leveraging the Gunze
Group’s businesses and strengths. Through measures and initiatives designed to realize materiality,

Materiality

Creation of
New Value

Our Measures

e Creation of new businesses and continued growth
of existing businesses
(including M&A)

&

Gunze's Timeline

we aim to become a sustainable company that contributes
to society and achieves sustainable growth for the Group by
working to balance economic value and social value.

Initiatives and KPIs (Fiscal 2024 Targets)

We Aim to
Be a Sustainable
Company

o Offering new products/services designed with
enhanced sustainability in mind

Nonicsova nsemine [ 12 oo
i,
| & | €O

Establishing a corporate culture that empowers

DECENT WORK AND
ECONDMIC GROWTH

New business-related

o Commercialization of functional films such as
films for next-generation lithium batteries

Development of environmentally friendly products

Value creation from resource circulating-type films
o Expand sales of biomass plastic products

o Expand sales of low-specific gravity polyolefin
products

o Development of films to reduce food waste

Net sales of medical-related products

* Sales of new medical products

D> For details: P. 22 » Special Feature 1 Themes and Major

Net sales of wellness and health category Promotion Items for

products Sustainable Management

o Lifestyle-oriented products —2030~2050—

o Health category products
D> For details: P. 42 - Apparel Business

Response to

D&l promotion (Promotion of women's
empowerment, re-employment system, etc.)

o Ratio of women in managerial roles: 6% or
higher

o Ratio of female employees in the workforce:
35%
o Paternity leave utilization rate: 50%

Initiatives for Respecting Human Rights

o Conduct human rights due diligence on the
Company and its major business partners

Strengthening of risk response capabilities

sHolding of Risk Management Committee
meetings: Four times

climate change

Building of personnel system, improvement of
working environments

e Improvement of engagement score: 70 points

Medium- to Long-Term

(estimate)
o Annual leave utilization rate: 75%

e Productivity improvement through mindset,

duty, and office transformations Resource recycling

o Streamlining of business processes by utilizing society

online meetings

Improvement of productivity in all areas,
including production, by utilization of Al loT,

sensing technologies, etc.

o Productivity improvement rate (P value)*: 103%
* Gunze's own productivity metric over the previous year

Sustainable

C0; emissions reduction rate
o Reduction versus FY2013 Scope 1 + 2*
(Domestic + overseas): 28% or higher
* Gunze Group total

o Starting Scope 3 calculation, setting targets by
FY2024

procurement

o Per-unit energy consumption reduction rate (vs.
previous year): 1% per year or higher

o Construction of Circular Factory: Plastic film,
Moriyama Plant (Shiga Prefecture)
P> For details: P. 26 - Special Feature 2

e Construction of Net Zero Carbon Factory: Apparel,
Yanase Plant (Hyogo Prefecture)
P> For details: P. 42 > Apparel Business

Wellness and health

Long term
diverse talent ﬁ/i
Promoting employee mindset/duties transforma- s
i Medium term
Bl bt e tions through work style reforms ﬁ/l' _
Corporate
Constitution
Transforming business processes through proactive
use of digital technology e
(covering all business processes, including produc- &
tion, sales, development, logistics, back-office, etc.)
Environmentally ' ' . , Tl e
. ® Reducing environmental impact from business |
Responsible Heng P ‘Eé e
Management activities Al
o Strategic allocation of management resources
Capital
Cost-focused
Management

® Achieving a positive GVA value by improving capital
efficiency

20 Gunze Integrated Report 2023

Focused investment of management resources in growth businesses and growth areas
o Environment-related investment: 8.6 billion yen
o Acquisition of new targets by expanding channels EC+SPA sales ratio: 24%
® Business expansion through business alliances and M&A

Restructuring of low-growth businesses and fields
© ROE 6.3% or higher

o Positive Company-wide GVA P> For details: P. 34 - Financial Capital Strategy

Consideration for
people and society
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Medical Business

That Drives Gunze’s Growth

Purpose of the New Segment

Having positioned the medical business as a growth driver
in its VISION 2030 stage1 Medium-term Management
plan, which is currently under way, the Gunze Group
merged Medical U&A Inc. and Gunze Medical Japan Ltd.
and strengthened their sales divisions by forming the new
company Gunze Medical Limited in October 2022. In April
2023, we merged the R&D, pharmaceutical affairs, sales,
and management sections of the medical devices busi-
ness and the QOL Research Center, with Gunze Medical
and thereby created an organizational structure dedi-
cated to medical devices that can be managed from R&D
to sales. The goals of this organizational restructuring are
to specialize in medical care as well as both vertical and

Continuous Growth and Active Investment

functional integration. As an independent medical com-
pany specializing in medical care and possessing a man-
agement decision axis, we have put in place a system that
allows us to make decisions quickly. | believe that the
merger of our R&D departments will allow us to develop
and deliver even better products that are closely aligned
to the needs of patients. Starting from the fiscal year
under review, the medical field that was formerly
included in the functional solutions segment has been
newly established as an independent medical business
segment. | would like people to gain more of an under-
standing of our business by strengthening communica-
tion with all our stakeholders.

While securing a certain scale of profit, we are actively
investing to ensure our future growth while aiming to
continuous expand (increase net sales and operating
income) by means of the four initiatives listed on the
right.

o Sales expansion of existing products: Channel expansion, overseas
development

o Investment in new products: R&D, clinical trials, joint research

o Expansion of production: Expansion of factory floorspace, establish-
ment of new factories

o Business expansion through M&As: Acquisition, investment

Business Expansion through Efforts to Upgrade and Expand the Business Portfolio

In our medical business, we define the portfolio by clinical
department specialist area. | would also like us to be more
in tune with our customers and become a company that
is needed even more. Under this restructuring, we have
reorganized the sales groups that are in direct contact
with doctors into five domains, in line with our business
portfolio: Craniomaxillofacial Surgery (CMF),
Neurosurgery (NEURO), Plastic and Wound Surgery

Gunze Integrated Report 2023

(WOUND), Respiratory and Abdominal Surgery (Surgical),
and Cosmetic Medicine. WOUND is a new domain added
in the fiscal year under review. First, we will expand our
business in these five domains.

Meanwhile, we have also worked on the orthopedics and
cardiovascular surgery area themes, which fall outside
these five domains. We consider these two areas to be
candidates for new portfolios in the future, and | would

T s

Shojiro Matsuda

Corporate Officer
Representative Director and President,

Gunze Medical Limited

like for us to continue working to reinforce and expand
our portfolio while concentrating on surgical materials.

CMF: Craniomaxillofacial Surgery

With its mainstay bone fixation device products, this is a
domain in which we have been working closely with doc-
tors from the past to the present. In the years to come, we
will maintain our top share in the CMF field by continuing
to communicate closely with
doctors, who are the users of
our products, and by reinforcing
and expanding our product
lineup for a variety of diseases
and to accommodate NeW sUrgi-  Neorx™ bioabsorbable bone
cal procedures_ fixation devices

NEURO: Neurosurgery

Including bioabsorbable bone fixation devices and dural
substitutes, our mainstays are products that make sure
openings made in the skull during surgery are sealed.
Having developed materials x

devices to assist not only in the

performing of craniotomies, but

also in the sealing of openings

and surgical operations, we aim

to increase our presence in the NEOVEIL™ absorbable rein-
NEURO domain. forcement felt

WOUND: Shaping/Wound Surgery

This is a new domain added to the portfolio in the fiscal
year under review. Our mainstay products are artificial der-
mis, materials that accelerate the wound healing process,
and ultrasonic debridement equipment. Promoting the
development of a product group following the “TIMERS”
concept (T: Tissue non-viable and deficient; I: Infection and

inflammation; M: Moisture
imbalance; E: Edge of wound not
advancing or undermined; R:
Repair/regeneration; S: Social-
and patient-related factors),
which is important for wound
healing, we are committed to
improving patient QOL by treating wounds perfectly.

PELNAC™ artificial dermis

Surgical: Respiratory Surgery + Abdominal
Surgery

The two mainstay products that had been handled by the
former Gunze Medical Japan Ltd. are reinforcement felts
and adhesion barrier materials.
Aiming for zero complications
and products that are easy for
doctors to use, we will continue
to make improvements, accu-
mulate clinical evidence, and TENALEAF™ anti-adhesion
strengthen global sales material

expansion.

Cosmetic Medicine

The mainstay products
include devices for laser hair
removal and the treatment
of blemishes and warts,
breast reconstruction mate-
rials, and Gunze's new cra-
nial reshaping helmet. Since
many plastic surgeons are
engaged in cosmetic medi-
cine, we will strengthen
efforts to develop products
in the field of plastic surgery.

MeDioStar™ Monolith long-term
hair reduction diode laser

Gunze Integrated Report 2023

»

saibajens Juswabeueyy ajqeureisng



Responsibilities as a Medical Device Manufacturer

In addition to expanding the production volume of exist-
ing products, we are working to improve production effi-
ciency and are achieving results every year in our medical
business. After having developed a new product, it is also
important to make efforts in anticipation of future busi-
ness expansion, even in situations where the production
volume for mass production is small. For products that can
directly affect patient life or death outcomes, we must
give top priority to product quality and delivery, which
will lead to patient safety and peace of mind in the case
of medical equipment. In line with scientific medical tech-
nological developments, the quality being demanded of

Development Strategies

medical equipment is steadily increasing. Going forward,
we need to continue to improve quality on an ongoing
basis and, in recognizing that there is no ultimate goal in
the case of quality improvement, are committed to fulfill-
ing our responsibilities as a manufacturer.

In the fiscal year under review, we integrated the depart-
ments in charge of quality and technology and set up the
Technology Center. | would like to think more deeply than
ever about quality and technology from the perspective
of patients and customers and contribute to medical care
development.

Previously, we specialized in processing technologies for
bioabsorbable polymer materials under the slogan of top
global manufacturer of bioabsorbable medical devices and
had been providing surgical products that are degraded
and absorbed in the body. These bioabsorbable products
include surgical suture thread, bone fixation devices, rein-
forcement felts, adhesion barriers, and even bioabsorbable
artificial heart membrane, which is currently undergoing
research. Also falling into this category are the artificial der-
mis and dural substitutes as well as vascular graft, meniscal
scaffold, and
breast recon-
struction materi-
als that are
currently under-
going research.
Amid these
developments,

the desire has
been hatched to

Pericardial membrane

Overseas Strategy

expand our possibilities into fields other than bioabsorb-
able medical devices. In discussions with many doctors, |
reached the point at which | thought that the mission
expected of us was to bring a bright future to patients
and that we should not limit ourselves to bioabsorbable
medical devices. Requests for the development of non-ab-
sorbable medical devices and medical electronic devices
and proposals for joint research are increasing, and | sense
that expectations for Gunze Medical are steadily increas-
ing too. From bioabsorbable materials, regenerative med-
icine, medical electronic equipment, and other
technological areas will expand and, together with doc-
tors, our stated desire to develop better products to
deliver bright futures to our patients remains unchanged.
For the members who conduct product development,
there are many aspects that are not extensions of the
work they have done before. Despite the hardships that
are likely to accrue, | am confident that this new challenge
will be the source of the chemical changes that will create
the Gunze Medical of the future.

For our overseas strategy, we are aiming for global devel-
opment from Japan. There are four bases for overseas
development: Gunze Medical Equipment (Shenzhen) Co.,
Ltd. in Shenzhen, China; Gunze International USA, Inc. in
New York; Gunze International Europe GmbH in
Dusseldorf, Germany; and the business development
department in Japan which is also responsible for Asia.
Having searched for partner companies with which to
develop sales channels in each region, and having
obtained that country’s pharmaceutical approval, we will
take the step of launching sales with a view to expansion.
At each step, there will be issues specific to the region,
and there may be long-term battles. Notwithstanding
these difficulties, we will honestly repeat our meet and
talk approach. Once we have reached the sales expansion
stage, we will be able to take the measures in which we
have been gaining experience in Japan, such as clinical
information and interactions with doctors.

Gunze Integrated Report 2023

First and foremost, | am particular about taking on chal-
lenges with a pioneering spirit. We are also developing
clinical specialists who will be able to handle the sales

expansion steps. We develop specialists who are familiar
with clinical knowledge, product usage, and evidence
from their work in Japan. To this end, | believe that it is
important to not only build a sales organization for each
portfolio, but also to train the marketing department and

Pharmaceutical Affairs Strategy

Special Feature 1

the departments in charge of science. | would like to send
clinical specialists who have been homegrown in Japan
overseas so that they become world-class clinical
specialists.

Pharmaceutical affairs are not only a question of correct-
ness, but also of speed. Improving our ability to respond
to regulatory affairs will be the driving force behind our
continued growth as a company specializing in medical
devices. The factors that affect the ability to respond to
pharmaceutical affairs are people and systems. From an
individual point of view, | think that speed will increase in
proportion to the amount of experience we gain in deal-
ing with pharmaceutical affairs. Meanwhile, it is import-
ant to handle the number of applications. In addition to

knowledge of development, knowledge of medical prac-
tice, manufacturing, and quality is also required, so | think
personnel rotation will also be important. In terms of the
system, we are thinking of sharing information so that
know-how is accumulated not only by individuals but also
by teams. In the meantime, since it will also be important
to create environments that make it easy for members to
continue working, we are searching for a work style that
is suitable for each individual and are actively utilizing
telecommuting.

Values on Which Gunze Medical Places Importance

Contribute to Society through the Supply of
Quality Products

The values on which Gunze Medical places importance
are the same as Gunze. We also try not to forget our mis-
sion: to deliver bright futures to our patients. To that end,
we place great importance on doing things depending on
the person and continuing to work earnestly.

By this I mean not only for doctors and patients who use
medical equipment, as my ideal is for Gunze Medical to
be a company that is closer to our employees and part-
ners. For example, we are considering having members
with high expertise in technology, regulatory affairs, qual-
ity, and sales play an active role as specialists, experts, and
professionals. We have started accepting self-reports of
transfer requests to help people work in different depart-
ments and find the areas of expertise that suit them. In
2022, we advertised overseas assignments, interviewed
applicants, and had two of them actually work in China.
We create a climate in which motivated people and those
who want to take on challenges are able to take them on.

To my mind creating places where people who want to
enrich their lives can work in fulfilling ways represents a
competitive advantage. Going forward, | would like to
continue to grow while repeating trial and error methods.
Gunze Medical is a company that has been formed by
bringing together three companies: Gunze Medical UA
(MUA), Gunze Medical Japan (GMJ) and Gunze. The latter
has a high percentage of new hires, but MUA and GMJ
have many mid-career human resources. By having both
mid-career and new hires, we can learn from each other’s
good points, bring about unprecedented new chemical
changes, and bring about new evolution.

| believe that the ideal is to challenge what we ourselves
want to do and become a company that links this to man-
agement contributions. | would like to create places
where people can say what challenges they would like to
take on and create a system that encourages and sup-
ports them as well as leads to future management
contributions.

Discussion among former MUA, GMJ, and Gunze (now Gunze Medical) members
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Moriyama Circular Factory  Goes Online
Aiming for Zero Emissions

What Kind of Circular Manufacturer Does Gunze Hope to Become?

In December 2019, the Gunze Group established the Basic
Policy for Plastic Resource Circulation, declaring that 50%
of the raw materials used will be recycled and derived
from biomass raw materials by 2027, and that the ratio
will increase to 100% by 2030. In order to meet the grow-
ing social demand for a recycling-oriented society and to
achieve our goal, we aim to transform Gunze into a circu-
lar manufacturer and thus are pursuing our plan to con-
vert production facilities into circular factories that are
resource recycling-oriented and environmentally friendly.
Completed in April 2023, the Moriyama Circular Factory™
is a high-tech facility that makes use of products and raw
materials that were discarded without use in the

Initiatives at the Moriyama Circular Factory™

traditional linear system of Take (resource extraction),
Make (production), and Waste (disposal) as new
resources, creating a manufacturing system that recycles
resources without producing waste. The Moriyama
Circular Factory™ is a zero-emission*' factory that pro-
duces no plastic waste. The Company will then recover its
own multilayer films via heterogeneous lamination** and
establish technologies for separating and recycling differ-
ent materials to realize the commercialization of 100%
recyclable raw materials.

*1 An initiative to achieve zero waste to landfills by reusing waste from one

industry in another.
*2 Co-extruded multilayered film made from different materials.

Aiming for Zero Waste in Manufacturing
Processes

The Moriyama Factory mainly produces shrink film used
for labels on PET bottles and detergent containers. Until
now, more than 1,000 tons of plastic, including

Observation hallway

Gunze Integrated Report 2023

production scraps, were disposed of annually in the man-
ufacturing process. However, we are now working to
reduce this plastic waste to zero waste by recycling it into
raw materials for effective use and eliminating its dis-
charge outside the factory as waste. On the other hand,
many of the films produced outside the Moriyama Factory
are heterogeneous laminated films, which cannot be recy-
cled using current technology and equipment. Every
month, we hold online zero waste meetings that gather
together 40 to 50 factory members, including those from
overseas, to share information on overall progress toward
achieving zero waste, including confirming progress for
necessary technologies and equipment, as well as prog-
ress at each factory. The entire Plastic Film Company is
working in unison to achieve the lofty goal of zero waste
at all factories by 2030.
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Yuji Hanaoka

Corporate Officer
President, Plastic Film Company.

Promoting Labor-saving and Unmanned
Operations

The new line to be introduced at the Moriyama Factory
automates raw materials intake, which is the initial manu-
facturing process, and the packaging of the final product.
In addition, we aim to make the new line virtually
unmanned by arranging existing large machines along
the new line so that the workers operating them respond
only when the line is operating abnormally. If these
labor-saving and unmanned systems can be implemented
in all domestic and overseas factories, it would reduce
man-hours and increase production. We focus on maxi-
mizing production output from existing facilities through
technological innovation, which will also help reduce
invested capital.
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Use of Renewable Energy

The new factory will reduce CO: emissions by utilizing
Shiga Prefecture’s abundant groundwater and renewable
energy from a solar power generation system installed on
the roof while achieving high-efficiency production with
cutting-edge equipment. We will create a highly efficient
production system by recycling everything from upstream
to downstream, including raw materials, resources, and
energy.

Toward Completion of the Circular Factory in 2026

Throughout the world, recycled materials must be at least
30% recycled to be classified as recycled. As products
made from recycled materials are in demand globally,
including the United States and ASEAN countries, Gunze
is considering how to launch products made from 30%
recycled materials first, and then 50% and 70%.

The Moriyama Factory will achieve zero waste operations
by 2024 and complete a recycling center by 2026 to sepa-
rate and recycle on a commercial basis different types of
laminated films, such as nylon and PET, which has proven
difficult using conventional technology. This will complete
the Circular Factory, which is the final goal of the project.
We also aim to convert all our production sites into circu-
lar factories, and by 2027 we will have three such over-
seas facilities (Vietnam, China, and United States), and by

2030 we will collect, separate, and return (return to raw
materials) all different types of laminated films in Japan to
achieve zero waste Group-wide. In addition, we aim to
convert most raw materials to 100% recyclable materials
(plant-derived raw materials, etc.) by 2030.

Technology for separating and regenerating multilayer
oriented films is indispensable to leverage the Gunze
Group's core competence, which is technology to add
functionality through heterogeneous lamination. We
intend to show by 2030 that all films produced by the
Plastic Film Company can be collected, separated,
returned back to raw materials, and recycled. We will also
transform ourselves into a circular manufacturer by
achieving our goal of zero waste plastic by 2030.
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Maximizing Lifetime Value ., by Combining
the Collective Strength of the Apparel Business

Goals of Organizational Restructuring

Whereas the apparel business was significantly impacted
by foreign exchange fluctuations, higher raw material
prices, and other changes in the external environment
during fiscal 2022, in fiscal 2023 we intend to further
accelerate the two axes of our growth strategy and our
structural reforms targeting profit improvement.

In April 2023, we reorganized the Sales Division and the
Merchandising Division. As part of this move, we took sev-
eral measures to transform the organization into one that
can fully exercise the competitive advantages found
throughout the apparel business in the face of evolving
consumer behavior, including the expansion of e-com-
merce markets and SPA. Specifically, we reoriented the
existing product business division system consisting of the
Innerwear Division Group, the Legwear Division Group,
and the House Casual Center. Similarly, we established the
new Sales and Merchandising Division and the new
Production Division, where the former integrates the

Sales Division and Planning Division, and the latter over-
seas the production function as a whole. In an effort to
develop products that capture a diversifying range of con-
sumer needs, this organizational restructuring will enable
us to better coordinate planning and sales activities,
strengthen marketing activities, and accelerate direct to
consumer (D-to-C) channel strategies.

This organizational restructuring is also based on the con-
cept of more directly perceiving consumer needs with the
intent of expanding D-to-C channels, namely e-commerce
and SPA, while aiming to curb the contraction in mass
retail stores and other existing channels.

Moreover, by positioning the women’s innerwear and
newly established lifestyle groups as growth categories,
we will realize product development and sales strategies
that combine the collective strength of the business, as
well as enable the production strategies for supporting
these.

Sustainable Business Model for the Apparel Business

The conventional business model used by the apparel
business assumes mass-production and mass-consump-
tion, where product planning consists of a plan proposal,
sales, and production arrangement geared towards twice
yearly exhibitions for the spring and summer product
lines and the fall and winter product lines. As e-commerce
markets have grown significantly in recent years, how-
ever, we feel that the time has come for us to rethink the
design of this business model.

As part of the D-to-C channel strategy, we must without
question reflect consumer needs within our products, and
focus more energy than ever on marketing. Similarly,
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short runs of multiple items and short delivery periods are
becoming an essential requirement for production, so we
will also begin revising development, production, logis-
tics, and the rest of the supply chain.

Although the 2024 problem in logistics, a shrinking
domestic labor force, and other major challenges may
stand in our way going forward, we must constantly
engage head-on with market responsiveness, profitability,
and efficiency as we pursue overall optimization. And in
order to transition to a customer-focused business model,
we intend to implement reforms based on a structure
that leverages the collective strength of the apparel
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Ryouji Kawanishi

Director and Corporate Officer
Apparel Business Executive Officer

business in the face of sales floor demands, consumer
needs, and other underlying factors of change.

We will also transition to a global production system.
Domestically, we will advance efforts to automate each of
our plants in light of the fact that people are no longer
seeking employment in the manufacturing industry. At
the same time, from the perspective of a global produc-
tion system, we also recognize the importance of

Automated Dying Parameter Management (Miyazu Plant)

Capital Cost-focused Management

pursuing optimization at our domestic and overseas pro-
duction bases in terms of both production capacity and
cost. This effort will coincide with automation, since we
will find it increasingly difficult to secure labor in Japan as
we head towards 2030. We will also shift manufacturing
in Japan to focus on high value-added products and items
that require a greater level of technical skill, as well as to
items for which production can be automated.

High-efficiency Advanced Knitting Machines (Gunze (Vietnam) Co., Ltd.)

Although our cost of capital-based management
approach targets a return to positive territory for GVA, we
believe the greatest challenge for the apparel business
lies entirely in recovering operating income. Improving
operating income will require ongoing progress along the
two axes of the growth strategy and structural reforms,
which | mentioned at the start.

As part of our growth strategy, we will accelerate D-to-C
channel strategies, as well as apply reforms that leverage
D-to-C channel know-how to the sales floors at those of
our existing sales channels that have been struggling due
to decreasing numbers of stores. This will serve as a means
of bringing an end to the downward trend in profits. In

terms of products, we will place a focus on women's
innerwear, the lifestyle group, and other high value-added
products to raise the profitability of the products them-
selves. At the same time, we will take on the challenge of
drastically cutting costs through structural reforms.

As the second major business strategy on a par with the
growth strategy, our structural reforms will seek to con-
solidate production bases in Japan and right size the pro-
duction scale as a means of reducing fixed costs,
particularly in the legwear field, which was significantly
impacted by COVID-19 and other events. Similarly, these
reforms will also seek to shift to high value-added prod-
ucts in order to reliably improve management.
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Strengthening Our Appeal to a Broader Range of Generations

The apparel business has raised a new business strategy
that aims to maximize Lifetime Value (LTV).

LTV as we interpret it refers to value that helps enable
comfortable lifestyles for consumers by creating a situa-
tion in which customers feel Gunze products are essential
to them as an ever-present comfort even as their interests
and preferences change, and in which Gunze products
remain connected to customers in some way even as they
pass through different life stages.

In order to realize this situation, we will increase direct
contact points with customers, as well as continue to pro-
vide products that offer high value when worn and prod-
ucts that correspond to different life stages, in a way that
aims to ensure customers use Gunze products over the
long-term. Yet doing so will require us to strengthen the
appeal of our products to a broader range of generations,
and to increasingly broaden contact points with custom-
ers as the first step. In this respect, our e-commerce site
serves to develop loyal customers (top customers)
through a proprietary CRM program* that runs in parallel
with capturing new customers. At the same time, we will
strengthen collaborations with major shopping malls that
possess the ability to attract customers, as well as leverage
big data and influencer-based sales promotions, as a
means of approaching those customer segments that we
cannot reach through our e-commerce efforts alone.

In regard to SPA, we will open new stores in all factory out-
lets, plan to open new stores in commercial facilities that
possess the ability to attract customers as standard retail
outlets, and expand exposure at directly operated stores.
Moving away from our focus on the innerwear category,
we will broaden the SPA lineup to include outerwear and
will work to create new sales floors, thereby focusing our
efforts on extending our customer segments to include

younger age groups
and new families.
Starting in the previ-
ous fiscal year, we
also began collabo-
rating with compa-
nies that are popular d .
among custo?neﬁ e —

Sales Floor for Gunze Products
segments that differ  (@AoPANICTYPY Kobe umie shop)
from those of
Gunze, particularly customers of younger generations,
under the theme of new fields. During the current fiscal
year, we will also make an approach to the beauty and
health category along with the outdoor market.
Appealing to younger segments involves many aspects
that we must learn about through collaborations, because
this is a field in which Gunze is relatively inexperienced.
And we will engage in this effort by leveraging the entire
apparel business as we feel this move will serve as an
opportunity to ensure new customers experience the
value of Gunze. | am convinced that aggressively challeng-
ing different approaches to developing brands targeted at
younger customer segments and expanding the name rec-
ognition of Gunze brands will help us capture new mar-
kets in the future. Meanwhile, behind our collaborations
with these kinds of companies lies the acknowledgement
of our credibility in terms of quality founded on the pro-
duction technologies Gunze has acquired over the years.
We therefore fully recognize the importance of unfailingly
connecting this superb tradition to future generations.

* Customer Relationship Management (CRM) Program: An approach to
building and maintaining strong relationships with customers over the
long-term. The CRM Program sends personalized emails and mobile app
notifications in line with individual user histories.

Product Development Targeting Maximized LTV

The strength of Gunze's apparel products is their comfort-
able feel backed by product development, production

technology, and quality management capabilities accumu-
lated over the years. And by offering products committed

to a comfortable feel unique to Gunze in a manner that
addresses a broad range of customer needs, we aim to

deliver a sense of comfort to everyday life in a way that
accompanies our customers throughout their lives.

One of our specific product strategies is to enhance
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product deployment along the axes of Solutions-oriented
Products that address the concerns and troubles of differ-
ent generations, Medical and Health Category Clothing
that improves QOL, and Outfit Proposals that include out-
erwear centered on the BODY WILD and Tuché brands.

Solutions-oriented Products that relieve the troubles of customers

Skin-hugging pre- and post-birth innerwear for
mothers struggling with anxieties over how
their bodies, health, and emotions will change

KIREILABO Maternity

Made using adhesive technologies and hem-
free materials with excellent elasticity, our
maternity innerwear is committed to softness
against the skin. This

Self-care products leveraging technology to solve
the everyday anxieties and concerns of men

NEXTYLE Boxer Shorts

With a clean look, these boxer shorts reduce
leaks, stains, and odors to alleviate the con-
cerns and anxieties of men. The design offers
a sense of comfort using cut-off materials,
and enables confidence regardless of who is

Alegwear brand tailored to the inner thoughts
of “This is what | always wanted!” when realiz-
ing something for the first time and discovering
that something was truly missing

you and

This brand includes tights and leggings that
approach the problems of inseam misalign-
ment and skin stress that customers had
given up on yet were truly interested in.

series is tailored to n in the room.
mothers with a P 4

design that consid- .
ers changes in waist |

and bust size, and !
the ease of ‘

breastfeeding.

b

e _@ - ]
Tl | L
7‘517/4 9 r
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Medical and Health Category Clothing for improving QOL

T-shirts designed specifically for sleeping, and committed to meeting the
increasing needs for good sleep regardless of age

“Neru T” T-shirts designed specifically for sleeping
As an area where sweating often occurs, the ‘,‘a
back side of these T-shirts is made of Outlast®

temperature regulation material, originally b
developed for the National Aeronautics and

Space Administration (NASA). These T-shirts

N
support a sleeping environment that focuses . l -
on making rolling over easier during sleep by :

using a dropped shoulder design with a lower
shoulder line and a loose fit.

MediCure brand for supporting self-care among those who have had
breast cancer and other surgeries or have sensitive skin

Silky type, front opening half top bra
The thin, light feel when worn is produced

using materials that have a cool texture,

and that provide a pleasant chill when in

contact with the skin. The bra also

enhances comfort after surgeries, follow-

ing hot flashes caused by medical treat-

ments, and during hot seasons.

Outfit Proposals Relying on the Entire Apparel Business

BODY WILD men’s brand

In addition to strengthening
boxer shorts that leverage
molded boxer, AIRZ, and other
differentiated technologies,
this lineup includes jackets
and T-shirts that match with
our strong-selling stretch

Tuché women'’s brand
This brand enhances the
foundation lineup cen- MU
tered on bras in a way i )
that addresses various il Y
needs. We are expanding =~ E e \

1. 2
4" @#X
sales of items for a ‘5

broader range of situations, including through expanded outer pants

=

»
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Deploying products tailored to customer needs at directly managed stores

Gunze Apparel Concept

Making the everyday lives of
wearers 1% happier

Our products make normal, everyday life just 1% happier.

Yet this 1% is by no means insignificant.

Instead, the power of 1% makes the normal, everyday life of the wearer
happier throughout their life, regardless of age or gender.

pants. options and tie-up products with the illustrator Natsumi Teraoka.

In addition to innerwear and legwear
items, we are also expanding our out-
erwear category lineup in accordance
with customer lifestyles at our directly
managed stores as a means of captur-
ing new customers through top-to-
bottom proposals. Similarly, we are
working to expand customer contact
points through closer coordination
with e-commerce in targeting a syner-
gistic growth effect.

This is the strength of a comfortable feel.

We have continuously pursued a comfortable feel.
And we aim to achieve a new level of comfortable feel in the future.
We are therefore more committed than ever to comfortable feel in

order to address the diversifying range of customer needs. Gunze Directly Managed Store (Asakusa ROX shop)
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Technology Strategy

Promote innovation by diving
deeper into core technologies and
combining them effectively

Katsuhiko Oikawa

Director and Corporate Officer
General Manager, Research & Development Department

Take on the Challenge of New Value Creation by Evolving and Integrating Core Technologies

Since our founding, we have provided a variety of prod-
ucts to our customers through R&D centered on various
processing technologies. In apparel products, we have
provided items suitable to the times by combining cotton
and other fibers with processing technology and produc-
tion technology that enables stable quality output. In
plastic processing, we have contributed to the provision
of food packaging that is safe and reliable through multi-
layering and composites to achieve the functions
demanded by customers. In medical materials, we have
provided useful and indispensable products that include
developing bioabsorbable products that reduce the bur-
den on patients. In the business world, we provide prod-
ucts that are key components in the major shift from
monochrome to color document printing, as well as func-
tional materials that are indispensable in the field of
advanced semiconductors.

These product lines have been created by refining Gunze's
core technologies of fiber processing, resin processing, and
surface processing, and we will continue to advance our
R&D activities by evolving these three core technologies

R&D System
https://www.gunze.co.jp/english/technology/organization/

Creating New Value

and in some cases combining them with other technolo-
gies. Through the Research Committee meetings held twice
a year, the Gunze Group deliberates on research themes
based on progress reports. At these meetings, themes that
can be immediately implemented and research themes that
should be developed over a medium- to long-term span are
discussed from the perspectives of Creation of New Value,
Evolution of Corporate Constitution, and Environmentally
Responsible Management set forth in our Medium-term
Management Plan VISION 2030 stage1.

The Gunze Group will continue to take on the challenge
of creating new value in various fields while evolving its
core technologies.

R&D Expenses

(Millions of yen)

4,000
3,000 2,501
2,000
1,000
0
(FY) 2018 2019 2020 2021 2022

Under VISION 2030 stage1, we engage in various R&D
activities to deliver to customers new value. We are con-
sidering applications in the energy field by developing
conductive films based on further advancements in the
heterogeneous lamination and dispersive mixing technol-
ogies cultivated though our functional solutions, and we
are developing films with special functions with the aim
of introducing them mainly in the agricultural field.

In addition, we have developed wellness and health cate-
gory products such as MediCure, an underwear brand
that reduces skin irritation with the aim of improving

Gunze Integrated Report 2023

customers’ quality of life. Paying close attention to the
opinions of medical and nursing care professionals, we
are continuing to develop health garment-based thera-
pies that can alleviate specific problems like post-surgical
pain. Going forward, we will work with local govern-
ments, medical institutions, and other companies to
deliver health care products that can improve the quality
of life of those who need them.

In addition, we will continue to engage in R&D activities
that support the advancement of existing businesses.

Evolution of Our Corporate Constitution

As part of efforts to promote the evolution of our corporate
constitution under the basic policy of VISION 2030 stagef,
we will accelerate technological innovation through DX in
current business processes in order to promote process
innovation by actively using digital technology.

For production processes, we are strengthening the devel-
opment of our unique production technologies using
sensing, image recognition, and other technologies. In so
doing, we are transforming factories into smart plants
that enable both productivity improvement and work
styles reforms at production sites while also enhancing
competitiveness by implementing automation,
unmanned operations, and labor-saving measures in pro-
duction and inspection processes.

For sales processes, we are implementing initiatives to
increase sales and improve the accuracy of SCM planning
based on demand forecasts and reduce losses through
customer and market analysis using big data and Al.
Targeted under VISION 2030 stage1, we are building a
common SCM platform for the apparel business to enable
the transformation to a business model centered on EC
and SPA. In indirect business processes, there are currently
numerous manual analog operations for which we allo-
cate human resources. To address this, we are working to
streamline operations by taking stock of targeted pro-
cesses, revamping existing business processes, and utiliz-
ing automation tools such as RPA to simply them.

Technological Strategies for Mainstay Businesses under VISION 2030 stage1

Plastic Films

In the plastic films field, Gunze mainly supplies films lami-
nated with different materials to produce characteristics
not replicated by other companies.

Since laminated films need to be separated when they are
recycled, we are developing separation and other tech-
nologies that control quality of recycled raw materials.

Medical

To date, our medical business has focused on the develop-
ment of medical devices that specialize in bioabsorbable
materials. This is a major strength and core technology of
our business. Going forward, we will continue to give top
priority to development that takes advantage of this

Environmentally Responsible Management

strength. In addition, we intend to expand our core tech-
nology by taking on the challenge of developing bioma-
terials and medical electronic devices utilizing our
expertise in bioabsorbable materials.

Apparel

We will develop automation factories both in Japan and
overseas using digital technology promoted as a means
to strengthen our corporate constitution. In addition, we
secure market superiority through high value-added tech-
nology and develop new products as a technology-ori-
ented company. We also conduct agile process innovation
by seamlessly linking sales, production, and supply
through the construction of an SCM platform system.

Gunze engages in R&D activities to reduce environmental
impact, which it positions as an important issue. In each
of the existing production divisions, we are conducting
various technical studies mainly on improving the effi-
ciency of energy used and production technology initia-
tives like recycling. In cooperation with universities and

Innovation through processing technologies

other organizations, we are also exploring the feasibility
of CO: absorption and fixation by combining our film
technology developed to date with biotechnology.
Furthermore, we continue R&D activities in cooperation
with other companies to upcycle textile products and cre-
ate new added value.

[ Products ] [ Sustainable Products ]
[ Technologies ] Apparel field ® @ Wellness

 Seamless innerwear
 CUT OFF innerwear
* Hypoallergenic Wear

 Medical Innerwear

 Knitting Design * Beauty/Healthcare Products

3
inze’s Core Technolog « Fiber Modification . .
Engineering plastics field ® @
Surface * Comfortable Design * OA equipment tubes Medical
Processing * Filter support materials for semiconductor o
Technolo ) manufacturing * Materials for Regenerative Device
9y » « Surface Processing technology « Tubes for medical product manufacturing » « Bioabsorbablelmatanl
Coati - .
T Plastic films field @ ® « Biomaterlals
ReSin- * Bottle lsbelflle  Medical Electronic Devices
Processing * Precision Extrusion Technology © Packaging films

Technology

! N * Films for semiconductor manufacturini
» Material Design Technology Y

Bioabsorbable medical device field
* Bioabsorbable surgical suture thread
* Bioabsorbable Reinforcement Felt
« Bioabsorbable Bone Fixation Devices

* Melt Extrusion Development

Environmental
* Additive Dispersed Technology * Next-generation Battery Materials
 Environmentally Friendly Films/ Products

Fiber Processing Technology ~ @ Surface Processing Technology Resin Processing Technology
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Financial Capital Strategy
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Hirokazu Sawada
P e
Director, Corporate Officers
General Manager of Finance & Accounting Department
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Under the Medium-term Management Plan VISION 2030 stage1, the Gunze
Group's financial strategy is to improve GVA by balancing investments in
growth businesses and sustainable investments in such areas as the envi-
ronment with reductions in capital costs, while maintaining a solid finan-
cial foundation. I strongly believe that business divisions must strengthen
the profitability management of invested capital and promote measures
aimed at reducing unprofitable capital.

As stock markets become even more discerning toward companies with
low stock prices, and the need to improve return on capital, | also recog-
nize that efforts to promote the certainty of earnings growth potential will
become even more important.

1

| ] -

Evaluation of Fiscal 2022 Results

=1
ed
- Ll

On a consolidated basis, Gunze reported net sales of 136 bil-
lion yen, up 9.4% compared with the previous fiscal year and
in line with forecasts. From a profit perspective, operating
income came in at 5.8 billion yen. Despite a 0.9 billion yen
increase compared with the previous fiscal year, this was 0.2
billion yen lower than forecasts. Ordinary income totaled 6
billion yen, up 0.6 billion yen year on year and 2.1 billion yen
compared with forecasts. Net income was 4.5 billion yen, up
1.5 billion yen year on year, and 0.8 billion yen compared
with forecasts.

All businesses were impacted by soaring raw material and
fuel prices. The apparel business was also affected by rising
import costs due to the sharp depreciation of the yen.
Despite this difficult operating environment, the Company
was successful in securing an increase in operating income
year on year. In specific terms, half of the roughly 10 billion
yen negative impact attributable to such external factors as
difficulties in procuring raw materials owing to the global
shortage in semiconductors and surging transportation costs
was offset by price pass-on measures mainly in the plastic
films field. Earnings were also boosted by increased sales in
the engineering plastics and medical devices and efforts to
reduce costs through such endeavors as lowering procure-

Fiscal 2023 Forecasts

ment costs and improving productivity.

By segment, the functional solutions business accounted for
the vast majority of profit on the back of record high earn-
ings of 8.9 billion yen, up 0.9 billion yen compared with the
previous fiscal year. In contrast, and despite a year-on-year
improvement of 0.3 billion yen, the apparel business incurred
an operating loss of 0.2 billion yen. In its lifestyle creations
business, Gunze reported an increase in profit of more than
0.2 billion yen compared with the previous fiscal year. This
was attributable to contributions from the shopping center
business and the development of a factory site premise in
Nagai City, Yamagata Prefecture.

In fields where profitability is an issue, the film business in
the electronic components field was transferred to Daicel
Corporation and production terminated at a plant in China
in the legwear field in order to optimize production capacity.
Losses subsequent to the aforementioned initiatives were
posted during fiscal 2021. As such, there is no major impact
on extraordinary income and losses. As a result, operating
income fell slightly below forecasts. Other indicators, on the
other hand, met forecasts announced at the beginning of
the year.

While there are signs that social and economic activities in
general are returning to normal with authorities in Japan

Gunze Integrated Report 2023

reclassifying COVID-19 to a Class 5 category, high raw mate-
rial and fuel prices and difficulties in procuring certain raw

materials are expected to continue.

In addition, the business environment remains uncertain due
to concerns of an economic recession in the U.S. Under these
circumstances, we will implement price revisions in response
to rising raw material prices, improve productivity through
various measures, including steps to improve yields and pro-
mote automation, enhance cost competitiveness by optimiz-
ing the global production system, and expand our raw
material procurement network, without relying on a signifi-
cantincrease in sales outside growth fields in fiscal 2023.
Moreover, we have factored into our earnings forecasts
efforts to create new value by strengthening our ability to
address market needs, including consolidating our organiza-
tion in the medical field and streamlining the sales structure
in the apparel business.

Gunze has disclosed details of its decision to separate the
medical business, which is positioned as a driver of growth,
from the functional solutions business from 2023. Through
such factors as the expansion of new businesses, revenue is
projected to increase (109.5% compared with the previous
fiscal year). On the earnings front, profit is estimated to climb

0.2 billion yen. As far as the functional solutions business
after separation of the medical business is concerned, we are
also anticipating a year-on-year increase in revenue (103.8%
compared with the previous fiscal year) and an improvement
in profit of slightly less than 0.3 billion yen on the back of
such factors as the market launch of environmentally respon-
sible products in the plastics field, the start of full-scale oper-
ations at the Moriyama Circular Factory™, and growth in the
Group's market share of non-OA products in the engineering
plastics field. Despite an anticipated downturn in the lifestyle
creations business (90% compared with the previous fiscal
year), owing to the impact of the previous year’s Nagai
Project, plans are in place to increase profit by slightly less
than 0.1 billion yen due to the expected increase in custom-
ers from the renewal of commercial facilities and expansion
of the school business in the sports club field.

In overall terms, net sales are forecast to total 140 billion yen
(102.9% compared with the previous fiscal year), operating
income 7.5 billion yen (an increase of slightly less than 1.7
billion yen year on year), and net income 4.8 billion yen (an
increase of slightly less than 0.3 billion yen year on year).

Progress of Financial Strategies under the Medium-term Management Plan

VISION 2030 stage1

To enhance our corporate value over the medium to long
term, we undertook capital investments of approximately 10
billion yen in fiscal 2022, including such environment-related
investments as the Moriyama Circular Factory™ and growth
investments. By funding these investments through such
means as the sale of cross-held stocks and idle assets as well
as cash and deposits held, we are maintaining a solid financial
foundation by limiting the increase in interest-bearing debt
to 4.3 billion yen and preventing a decline in our equity ratio.
As far as environment-related investments are concerned, we
allocated long-term funds procured through general syndi-
cate green loans to ESG initiatives evaluated in the course of

GVA

future cash flow plan considerations. Despite an environment
in which interest rates are exhibiting an upward trend, we
were successful in procuring funds under more favorable
terms and conditions than conventional procurement meth-
ods by securing loans at low interest rates from financial insti-
tutions that endorsed the Gunze Group’s management and
other policies. In addition, our debt cost has remained low as
a result of efforts to raise interest-bearing debt through the
flexible issuance and redemption of commercial paper.

Initiatives to Enhance Corporate Value through Green Finance
»P.53

The Gunze Group's cost of capital is calculated using the
commonly used Capital Asset Pricing Model (CAPM). During
the period of the Medium-term Management Plan VISION
2030 stage1, the cost of shareholders’ equity and Group-
wide Weighted Average Cost of Capital (WACC) have been
setat 6.32% and 5.15%, respectively. Recognizing the critical
need to identify the return on capital of each business seg-
ment in order to strengthen the business portfolio and
enhance corporate value, each business division also sets its
own WACC. From a WACC by business divisions perspective,
it is difficult to select multiple companies with similar busi-
ness sectors and business sizes. Accordingly, we utilize the
average B value and D/E ratio of multiple companies whose
principal businesses are in the same fields based on the
Nikkei Needs industry classification.

While GVA for fiscal 2022, based on such capital costs, came
in at a Group-wide loss of 2.3 billion yen, this reflects a year-
on-year improvement of 0.3 billion yen. Moving forward,
GVA is projected to improve 1.2 billion yen in fiscal 2023
owing to further growth in operating income and a reduc-
tion in invested capital. We are steadily improving our return
of capital in a bid to secure positive Group-wide GVA in fiscal

2024,

While positive in the functional solutions and medical busi-
nesses, GVA is negative in the apparel and lifestyle creations
businesses. As far as GVA positive divisions are concerned,
we will work to further improve profitability by managing
our return on invested capital (ROIC). Focusing on the stead-
fast implementation of structural reforms, we will return
deficit GVA divisions to profitability at quickly as possible.
Gunze is targeting operating income of 10 billion yen in fis-
cal 2024. While we expect initial plans in the apparel field
will be difficult to achieve, owing to changes in the market
environment, trends are already exceeding initial plans in the
engineering plastics field and medical business. Accounting
for each of these factors, we are confident that targets will
be achieved on a Group-wide basis.

In addition to profit growth, we recognize the need to
reduce invested capital. For example, the Group-wide Cash
Conversion Cycle (CCC) lasted 173 days in fiscal 2022, a slight
improvement compared with the previous fiscal year, the
number of inventory turnover days deteriorated slightly.
Despite the impact of efforts to address difficulties in procur-
ing raw materials, fluctuations in foreign currency exchange

Gunze Integrated Report 2023
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GVA / ROE Results and Forecasts

(Unit: Billions of yen)

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 Forecast FY2024 Target
(fiscal year ended | (fiscal year ended = (fiscal year ended  (fiscal year ended  (fiscal year ended : (fiscal year ending (fiscal year ending
March 2019) March 2020) March 2021) March 2022) March 2023) March 2024) March 2025)
ORI 6.6 6.7 46 4.8 5.8 7.5 10.0
Income
meEitEd] 1373 134.2 1327 125.8 1331 129.1 135.0
Capital
GVA* 19 16 31 26 23 1 Companywide returned
to profitability
ROE 3.7% 4.0% 1.9% 2.6% 3.9% 4.15% 6.32% or higher

* Gunze Value Added (GVA) = (NOPAT + dividends) - (period-end invested capital (total assets - non-interest-bearing debt)) x WACC

rates, and soaring raw material and fuel prices, we believe
there is room for improvement compared to the level prior to
COVID-19.

As part of the Group's CCC improvement measures, we
began deploying the GVA tree during the fiscal 2023 budget
process. In principal committee reporting materials, we break
down GVA into a tree format by major component to man-
age the progress of GVA budgets for each division. Our goals
are to increase awareness toward costs as they apply to
assets thereby promoting improvements by identifying the
amount when major assets, including accounts receivable,
inventories, and fixed assets, are converted to costs, and the
subsequent impact on GVA.

In addition, we undertook the sales of cross-held stocks
totaling 3.2 billion yen in fiscal 2022. As a result, the market

Performance Indicator Tree for GVA Improvement

value of cross-held stocks as a percentage of total net assets
decreased from 9.9% as of the end of fiscal 2021 to 8.7% as
of the end of fiscal 2022. Looking ahead, we will work to fur-
ther reduce cross-held stocks while evaluating the signifi-
cance of our holdings.

While efforts to promote investments aimed at increasing
production in the engineering plastics field and medical busi-
ness are progressing at a pace faster than originally planned,
we expect to achieve our invested capital targets as a result
of the aforementioned initiatives.

From fiscal 2022, we have made the degree of GVA target
achievement an important KPIl in determining perfor-
mance-linked compensation for Directors and corporate offi-
cers. This initiative aims to promote increased awareness
toward GVA management.

* Existing channel * Releasing high * New market Increase in sales  ——
expansion value-added products development
Increase in oper-
* Yield » Raw material costs o Logistics costs OGS decrease ating income
improvement reduction reduction ,
Lab t Overhead s
L] L] .
avor costs verhead expenses — Fixed costs decrease — improvement
reduction reduction
* Optimizing * Excess funds Compressed | Decrease in /

Financial Capital Strategy

Dividend per Share, Dividend Payout Ratio

(Yen) (%)
160.0 1 - 300.0
1200 1470 1300
42500
120.0 1100 1150 1150
+200.0
80.0 41500
41000
40.0 53.3
—0 450.0
2012/3 2013/3 2014/3 2015/3 2016/3 2017/3 2018/3 2019/3 2020/3 2021/3 2022/3 2023/3 2024/3 (Forecast
M Ordinary Dividend B Commemorative Dividend =@=Dividend Payout Ratio (right axis)
Treasury Stock
ren) 260 V1,700
3,000 2,727
@
2500 - 2297 2.297 535 ¥1,000
1,500 - = == Y @ 247 ¥1,000
. 150 1,220 @ 100 ™\4,018
1,000 - 400 o 421 0,
o o— . 9
500 ° ® ® ® 1 9% 109% 130% S .\5'6N247
80% 88% 87% 87% 88% =6 1097 639 80%  83% —

2011/3  2012/3 2013/3 2014/3 2015/3 2016/3 2017/3 2018/3 2019/3 2020/3 2021/3 2022/3 2023/3
W Acquisition M Cancellation =@= Number of treasury stock at end of period =@= Treasury stock ratio

* Gunze carried out a consolidation of its shares in which every ten shares of the Company’s common stock would be consolidated into one share effective
October 1, 2017. Accordingly, dividends before the end of March 2017 are converted by reflecting this share consolidation.

Enhancing Corporate Value by Promoting the Medium-term Management Plan

Under the Medium-term Management Plan VISION 2030
stage1, the functional solutions business is expected to drive
earnings growth, particularly in the plastics and engineering
plastics fields. In the plastics field, we will also work to create
sustainable corporate value through the start of full-scale opera-
tions at the Moriyama Circular Factory™. In the medical busi-
ness, we will accelerate the pace of business expansion through
proactive investments, beginning with efforts to increase pro-
duction at our Ayabe Plant, and new product sales growth.

secure an ROE of 8% or higher as quickly as possible.

Looking ahead, in addition to promoting capital cost-focused
management, we will compare and analyze the stock market's
assessment as reflected in the Company's stock price with our
own estimated theoretical stock prices and take appropriate
countermeasures. In addition to the income approach method
based on the free cash flow plan of each business, we will cal-
culate and verify the Company’s business value using the mar-
ket approach method based on each business profit plan.

inventories compression working capital
o Sales of o Sales of unwanted Compressed fixed
cross-held stocks assets

invested capital

assets \

Market Evaluation and Shareholder Returns Strategy

In March 2023, the Tokyo Stock Exchange issued a release on
the implementation of management that is conscious of the
cost of capital and stock prices. With respect to companies
listed on the Prime and Standard Markets, companies with
Price Book-value ratios (PBRs) below 1x and companies with
issues relating to their return on capital and growth poten-
tial, in particular, are requested to take action. The Gunze
Group's PBR was 0.7x, as of the end of fiscal 2022, below the
benchmark of 1x. PBR is calculated by multiplying Return on
Equity (ROE) by the Price Earnings Ratio (PER). Against the
Prime Market PER average that trended above 15 times in fis-
cal 2022, the Gunze Group's cost of shareholders’ equity fell
below this level on its ROE of 3.9%. Taking the aforemen-
tioned into consideration, we recognize the need to address
this issue. While the potential exists to reduce the denomina-
tor (total equity) in the short term through the large-scale
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purchase of treasury stock and dividend increases, the stock
market in general is looking for continuous growth in the
numerator (earnings). Guided by our shareholder return pol-
icy, we will maintain our total return ratio at 100% until ROE
exceeds the cost of shareholders’ equity, where the existing
dividend is based on a Dividend on Equity (DOE) Ratio of at
least 2.2% and the remainder is returned to shareholders
through the purchase of treasury stock, during the period of
the Medium-term Management Plan VISION 2030 stage1.
This policy is a clear indication of our intention to provide a
stable and continuous return of profits to shareholders,
maintain a constant level of total equity, and improve our
return on capital through earnings growth. In line with these
criteria, we set the dividend per share for fiscal 2022 at 147
yen, and forecast a dividend per share of 150 yen for fiscal
2023.

Moreover, we will improve earnings by implementing structural
reforms in the apparel business and strengthening management
with a focus on profitability in the lifestyle creations business.
Through these means, we will definitively achieve all of the
Group's targets for fiscal 2024, including operating income
of 10 billion yen and an ROE of 6.32%. We will also work to

Internal Corporate Communications Efforts to Instill Greater
Awareness Toward Cost of Capital-based Management

In order for employees to better understand the concept and details of the Group’s cost of
capital-based management, we have taken steps to explain and promote the importance of
GVA, a management indicator, a total of 10 times using the intranet and internal newslet-
ters since fiscal 2020. In doing so, we have worked to instill greater awareness toward cost
of capital-based management and to unify all employees behind the Group’s endeavors.
Furthermore, we took steps to issue a series of easy-to-understand booklets to help employees
better comprehend the connection between daily operations and cost of capital-based man-
agement and the individual tasks to be undertaken to improve GVA. This initiative was made
in response to calls to document the Group's management policies in paper form. After com-

Through appropriate corporate communications and IR activi-
ties, we will work to have the stock market recognize the pre-
viously mentioned growth scenario aimed at achieving the
return on capital target. In this manner, we will maintain and
improve our PER, which we believe will lead to the creation of
corporate value with a PBRin excess of 1x.

N
%?@)ﬁ%l?ﬁ”%ﬂﬁﬁr
N EmEE

Booklet published to instill greater awareness
toward cost of capital-based management

pleting this series, we conducted a survey and posted feedback, including details of the level
of understanding, on the intranet. We will continue to make cost of capital-based management more familiar to employees. By deepening
their understanding, we would expect employees will increasingly put cost of capital-based management into practice in their work.
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Financial and Non-financial Highlights

Financial

Net Sales by Segment

(Millions of yen)

150,000 136,030*
|| || 15,327
| [ | i
100,000
60,986

50,000
I 60,340
0

(FY) 2018 2019 2020 2021 2022
M Functional Solutions M Apparel M Lifestyle Creations
* Total data is consolidated net sales

Revenues increased in all segments in fiscal 2022. Net sales totaled
¥136,030 million, up 9.4% year on year.

ROE/ROA

(%)
5

3 \ /. /3.6
2 o

1

0
(F) 2018 2019 2020 2021 2022

=@=ROE ROA
ROE and ROA increased in line with the upswing in net income and

operating income. (YoY: ROE up 1.3 percentage points; ROA up 0.5 of
a percentage point)

Profit Attributable to Owners of Parent

(Millions of yen)

5,000 4,501
4,000
3,000
2,000
1,000 I
0

(FY) 2018 2019 2020 2021 2022

Based on the increase in operating income and posting of extraordinary income,
including the gain on sale of non-current assets and gain on sale of investment secu-
rities, profit attributable to owners of parent climbed ¥1,561 million year on year.

Total Assets/Equity Ratio

(Millions of yen) (%)
200,000 100

165,927

150,000 75
100,000

50,000

0
(Fy) 2018 2019 2020 2021 2022

M Total Assets (Left axis) =@=Equity Ratio

Total assets as of the end of the fiscal year under review stood at ¥165.9
billion, up ¥7.7 billion compared with the end of the previous fiscal year.
The equity ratio came in at 69.8% in line with the previous fiscal year.
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Operating Income by Segment
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Despite the impact of such external factors as sharp foreign currency
exchange rate fluctuations and soaring raw material and fuel prices, Gunze
secured an increase in operating income of ¥932 million year on year.

Total Shareholders Return (TSR)
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Total Shareholders Return (TSR) in fiscal 2022 came in at 84.8%, up
14.7 percentage points compared with the base year of fiscal 2017
five years ago.

Net Income per Share/Dividends per Share

(Yen)
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The annual dividend for fiscal 2022 was set at ¥147 per share, up from the ini-
tial forecast of ¥145 per share. Based on the DOE benchmark (2.2% or higher),
the annual dividend for fiscal 2023 is projected to come in at ¥150 per share.

R&D Expenses/Capital Investments
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In fiscal 2022, the Gunze Group made aggressive investments (¥9,597
million) in a plastic film production resource-circulating factory and
equipment.

Non-financial

CO: Emissions (Japan + Overseas) Scope 1 + Scope 2
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The Group will promote sustainable energy-saving activities and the
use of renewable energy to reduce CO: emissions.

Total Waste Generated (Japan)
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Results in fiscal 2022 exceeded the previous fiscal year. The Gunze
Group will strive to reduce the amount of waste generated and pro-
mote the recovery and reuse of waste.

Number of Employees and Ratio of Women Employees in

the Workforce
(%)
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The number of employees decreased on both a consolidated and
non-consolidated basis. The percentage of female employees
increased 0.7 of a percentage point, to 33.9%.

Ratio of Women in Managerial Positions/Ratio of Women

Hired on a Main Career Track
(%) (%)
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The ratio of women hired on a main career track was 48.0%. The ratio
of women in managerial positions is increasing.

Number of Employees Taking Childcare and Nursing Care

Leave/Men’s Paternity Leave Utilization Rate
(%)
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Promoted as child-rearing support, the men’s paternity leave utiliza-
tion rate came in at 36.0%, exceeding the fiscal 2022 target of 30.0%.

Number of Employees Who Have Acquired Shorter
Working Hours for Childcare
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The system of short working hours for childcare is available to employees
who are raising a child up to the end of March of the third year of elemen-
tary school. The system was utilized by 52 employees in fiscal 2022.

Reemployment Rate after Retirement
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After retiring at the age of 60, 75.6% of employees continue to work
under the reemployment program in fiscal 2022.

Average Number of Days of Annual Leave Taken

(Days,

)
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The number of days of annual leave taken, which the Group promotes
as part of its efforts to establish an organizational culture, came in at
14.1 days, exceeding the target of 14 days in fiscal 2022.
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Business Segment Strategies

Functional Solutions Business

Supporting the future through new fields,

Fiscal 2022 Business Strategies and Results

including the development of sustainable and
other differentiated products that deliver new
value and the expansion of global markets

The functional solutions business began in 1962, when the rapid growth of the
petrochemical industry and the rising consumption of plastic resins prompted
the Company to enter the plastic films field, starting with the production of its
own packaging film for stockings. Since then, we have developed unique new
technologies through the fusion of resin processing and surface processing tech-
nologies. Following these developments, we expanded our business into the
engineering plastics field, the electronic components field, and the mechatronics
field. Today, we offer one-of-a-kind, niche products in each of these businesses.
We will continue to engage in the creation of new value to support a sustain-
able society and economic activities.

Toshiyasu Saguchi

Representative Director,
President and President Corporate Officer
Functional Solutions Business and Medical Business Executive Officer

In fiscal 2022, the functional solutions business saw
strong performance overall despite the impact of soaring
raw material and fuel prices. As a result, the business
recorded net sales of ¥60.3 billion and record-high oper-
ating income of ¥8.9 billion.

In the plastic films field, sales of packaging films remained
robust, whereas films for industrial applications struggled
due to weak market conditions. Similarly, our mainstay
shrink films also saw lower sales volume due to the shift
to label-less bottles in the beverage industry.

Soaring utility costs also placed downward pressure on
profits. In the engineering plastics field, sales of films for
OA applications trended positively owing to a recovery in
sales of office-related products, while sales of films for the

semiconductor market also continued to perform
robustly. The electronic components field was affected by
deteriorating market conditions in the touch panel busi-
ness. Despite the impacts of supply chain disruptions on
medical lasers, the medical devices remained firm due to
steady progress in new product market launches.

As new initiatives, we launched the Circular Factory
Project in the plastic films field, developed new applica-
tions in the engineering plastics field, and ramped up ini-
tiatives toward expanding the medical business through
corporate mergers in the medical materials field. On the
other hand, we sold off the film division from our elec-
tronic components business as part of our business
restructuring efforts.

Fiscal 2022 results Net Sales/Operating Income 0 Netsales [ Operating income
(Millions of Yen) 63.800 (Millions of Yen)
64,000 [~ 60,340 ' g 409 710,000
8,918
Net sales
(unit: millions of yen)
48,000 17,500
Operating income 60,340
8'91 8 Ratio of net sales
million yen 44% 32,000 ~ 5,000
16,000 — 2,500

Ratio of operating income
0t

95% (FY)

* Forecast values for fiscal 2023 were calculated so as to include the medical business after splitting it

2019 2020 2021 2022 2023 (Forecast)

off from the functional solutions business
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Challenges and Actions to Achieve the Basic Strategies of VISION 2030 stage1

| Plastic Films Field

Results and Challenges

In fiscal 2022, the domestic business saw continued
strength in nylon and other films that help reduce food
loss, despite being affected by a contraction in the shrink
label market due to soaring raw material and fuel prices
and by a weak market for industrial applications. The
overseas business experienced steady sales growth in
ASEAN countries, yet was impacted by lower demand in
the United States due to the COVID-19 pandemic, weak
market conditions due to inflation and other shifts in the
business environment, and supply chain disruptions. With
the aim of transitioning to a sustainable business struc-
ture, we built the new Moriyama Circular Factory as a
resource-recycling factory. Going forward, we will actively
work to attract customers in an effort to gain an under-
standing of and support for our resource recycling strat-
egy. Similarly, we will strengthen global expansion as a

| Engineering Plastics Field

Results and Challenges

During fiscal 2022, semiconductor-related products con-
tributed significantly to higher sales in the engineering
plastics field. Despite the impact attributable to global
exhaustion of the fluororesins used as a raw material for
these products, our efforts to secure new procurement
channels and to implement other aggressive response
measures led to a robust performance overall. Health and
medical-related products also contributed to business
scale expansion as a result of progress in pioneering new
markets through finely customized proposals targeting
customers against a backdrop of high quality. Although
the OA market saw an end to growth in mainstay prod-
ucts for compact devices, which had expanded with the
spread of remote work, this area still trended positively

| Medical Materials Field

Results and Challenges

In fiscal 2022, sales of our mainstay bioabsorbable rein-
forcement felts were impacted by the decline in surgeries
in Japan during the 7th and 8th waves of COVID-19.
Similarly, sales in China also struggled due to that coun-
try’s zero-COVID and other medical policies. Medical
lasers also contested with stagnant sales due to the diffi-
culty in securing devices as a result of global semiconduc-
tor shortages. In contrast, bone fixation devices
experienced improvements in profitability and supply sta-
bility owing to progress in the shift from purchased goods
to those made by the Company. On the organizational
front, with the aim of creating a foundation for future
business growth, we will organize Gunze Medical as a
company dedicated to medical devices with a fully inte-
grated system from research to production and sales, and
will construct a system for expanding the clinical field and
global sales. On a similar note, in fiscal 2023 we split off
the medical materials field, which was included in the

circular manufacturer that spreads new application value
for plastics to the world in aims of becoming a market
leader.

We will launch and expand sales of recycled, biomass, ole-
fin, and other new environmentally friendly films, as well
as films that are effective in reducing food waste and loss.
Similarly, we will begin full-scale operations at our Circular
Factory (resource-recycling factory) and promote the
establishment of recycling centers that will form the foun-
dation of our transformation into a circular manufacturer.
We will also deploy the Circular Factory Plan horizontally
to overseas factories in the future as appropriate.
Moreover, we will advance production innovations
through greater application of digital technologies, and
we will strengthen sales in overseas markets, including
the United States, China, and ASEAN countries.

owing to strong sales of multi-function printers for offices
against a backdrop of economic recovery.

Future Initiatives

We will work to increase the market share of mainstay
products targeting the OA market through the develop-
ment of high-end products intended to address a matur-
ing market, as well as through active deployment of
products made using proprietary technologies. On the
other hand, along with establishing a bolstered produc-
tion system for strong-selling semiconductor-related
products, we will work to ensure adoption of and develop
new customers for health and medical-related products,
as well as for products for industrial equipment, through
capital investments and other means.

functional solutions business, as the independent medical
business in order to clearly define its roles as a Gunze
growth business.

We will achieve sustained business growth by creating
new corporate value through the provision of innovative
medical devices centered on bioabsorbable products.
Through organizational restructuring aimed at strength-
ening the business foundation, we will establish a system
to increase production of absorbable reinforcement felt,
bone fixation devices, artificial dermis, and other prod-
ucts, and will accelerate business expansion by strength-
ening sales in the United States and China and by
continuously developing new products.

With a target completion date of March 2025, we will
enlarge and expand the floor area of the Ayabe Plant as
our core factory, and introduce equipment to enhance
the production scale and improve efficiency.
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Apparel Business
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Fiscal 2022 Business Strategies and Results

©  Aiming to accelerate growth of direct to consumer (D-to-C)
channels, promoting organizational restructuring and
streamlining that addresses changes in the market, and
working to enhance and accelerate strategy execution

Despite sales returning to a recovery track, in fiscal 2022 the apparel business
recorded an operating loss of ¥0.2 billion against higher net sales of ¥60.9 bil-
lion. This loss was primarily due to the impact of historical depreciation in the
yen and soaring raw material and energy prices. As part of our business struc-
ture reforms that we have undertaken with the sincere acknowledgement of
these harsh results, we shifted the Company’s organizational structure from a
business division system to a functional division system in fiscal 2023. This move
followed upon our sales organization integration in September 2022. Going
forward, we will construct an MD, production, and sales system that reflects
consumer needs, and establish competitive advantages through improved
brand power leveraging the collective strengths of the apparel business.

Ryoji Kawanishi

President, Apparel Company
Apparel Business Executive Officer
Director and Corporate Officer

In addition to the market recovery coinciding with the
normalization of social and economic activities, which
had contracted due to the COVID-19 pandemic, strong
performance in the e-commerce and SPA channels led to
steadily expanding sales in each field. Profitability, how-
ever, deteriorated due to the yen's depreciation at the
beginning of the year, as well as to economic fluctuations
such as soaring cotton thread and energy prices. In
response, we have continued to engage in efforts to
recover profitability with a focus on price revisions since
the 2022 fall season. In the innerwear field, molded boxer
shorts, differentiated foundation, and other high

value-added products performed well. Meanwhile, as a
structural reform initiative for the legwear field, we shut
down our production base in China and reorganized the
production framework into one with a single production
base in Japan. This move was made based on our judge-
ment that a major market recovery remained unlikely due
to the rapid contraction in the stockings market.
Moreover, in regard to the organizational restructuring of
the sales divisions, we shifted from an industry-specific
sales system to a cross-industry sales system in an effort to
streamline operations.

Fiscal 2022 results Net Sales/Operating Income I i netsales [ operating income
(Millions of Yen) (Millions of Yen)
80,000 - 3,000
60,986 63.300
Net sales 60,000 1~
(unit: millions of yen) Operating income — 2,000
60,986 222 20000 - 1,400
Ratio of net sales million yen
o {1,000
45 A’ 20,000
0
-222 -500

(FY)
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Business Segment Strategies

Challenges and Actions to Achieve the Basic Strategies of VISION 2030 stage1

| Innerwear Field

Results and Challenges

In fiscal 2022, the overall apparel business saw a further
expansion of sales through the D-to-C channels of e-com-
merce, which has grown in line with changes in consumer
behavior, and directly managed stores. At the same time,
this business advanced collaboration with other compa-
nies. As far as products in the innerwear field are con-
cerned, we expanded wellness and health products and
ethical products in response to consumer preferences
focused on natural materials, casual-oriented trends,
increasing health awareness, and higher environmental
awareness. We also strengthened efforts to expand sales
of women'’s innerwear such as Femtech products and the
differentiated foundation lineup. Turning to mainstay
brands, sales of molded 3D-Boxer shorts in the men’s
innerwear BODY WILD brand performed well through
e-commerce channels. Similarly, YG saw higher sales of
NextRa+, which is made from sustainable raw materials
and modified cotton fabrics, alongside stronger sales for
the in.T series and cutoffs®. Looking at women's inner-
wear, KIREILABO saw strong sales of innerwear with
adhesive cups, heavy-weight fully-seamless innerwear,
and Fitte made from organic cotton. Meanwhile, Tuché

| Legwear Field

Results and Challenges

In 2022, we strengthened market responsiveness based
on changing consumer needs, aggressively launched new
products in the leggings and bottoms categories, includ-
ing health-related products, and promoted structural
reform by reorganizing our production bases. Despite the
prolonged continuation of harsh conditions for mainstay
stockings and tights, all channels are recovering in line
with the return to a normal flow of people. Moreover, as a
growth item, bottoms-related product sales trended
favorably due to increasing opportunities to wear these
items in connection with changing lifestyles. In addition,
we will take urgent action to improve profitability with a
focus on significantly reducing fixed costs through efforts
including revising prices starting in the 2023 spring sea-
son, reducing fixed costs, and consolidating production
bases to domestic plants.

| Threads & Accessories Field

Results and Challenges

In fiscal 2022, higher overseas sales made up for the
impacts of COVID-19 in China and soaring raw material
and fuel prices, leading to a strong performance. Amid
the differences in market conditions faced by each coun-
try, we will actively strengthen operating activities to
achieve a recovery from today's uncompromising
environment.

Future Initiatives

In addition to our mainstay sewing materials for clothing,

saw strong sales for bras and 3D molded shorts, for which
we enhanced product variation, through e-commerce
channels.

Through organizational restructuring of the apparel busi-
ness aimed at improving competitiveness based on our
integrated corporate strengths, we will further expand
sales through D-to-C channels, including e-commerce,
which have been growing in line with changes in con-
sumer behavior, and directly managed stores. Similarly,
we will actively promote collaboration with other compa-
nies. At the same time, we will focus management
resources on the lifestyle field, engage in efforts to attract
new customers, and work to expand sales of women's
innerwear through differentiated products.

In terms of production, we will strengthen cost competi-
tiveness through automation and the establishment of a
globally optimized production system. At the same time,
we will promote the net zero carbon factory plan (Yanase
Plant: Asago City, Hyogo Prefecture) in stages. This plan
consists of achieving virtually zero CO. emissions through
the use of renewable energy and unmanned lines (in
some cases) at our core production plants in Japan.

From a stockings’ perspective, we will renew our mainstay
SABRINA brand products while making price revisions in
an effort to expand sales through a fresher product
lineup. Moreover, we will engage in efforts to expand
sales of bottoms and leggings through D-to-C channels,
centered on e-commerce based on the introduction of
specifically designed products, as a means of strengthen-
ing digital sales promotion. Similarly, we will work to
expand the field of products in new categories. On the
production front, we will work to achieve an appropriate
inventory balance. Similarly, we will enhance market
responsiveness by engaging in efforts to strengthen our
ability to address product replacement and to innovate
production sites through automation, for example, under
a single domestic production base structure.

we will work to expand sales for applications targeting
industrial materials and automobiles, and will strengthen
global deployment of recycled threads and other environ-
mentally friendly materials. We will also expand sales to
other departments within the Gunze Group. Moreover,
we will continue to engage in sales price revisions in an
effort to improve profitability. In terms of production, we
will strengthen the stability of our production system
using the supply capabilities possessed by the four pro-
duction bases in Asia for the same products.
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Lifestyle Creations Business

Pursuing the realization of a feeling of
comfort within lifestyles through people- and
earth-focused services

Results for fiscal 2022 trended positively due to the redevelopment of
underutilized land, with net sales reaching ¥15.3 billion and operating income
climbing to ¥0.7 billion. In the real estate development business, the main busi-
nesses are shopping center management and property management. In the
sports club field, we operate 21 clubs in Japan and two clubs overseas. We are
committed to providing essential services that complement social infrastruc-
ture as bases for local communities. The landscaping and greening business
develops environmental businesses that create a sustainable society where peo-
ple can live in safety and health by providing greenery. We will continue our
efforts to respond to changes in the environment and strengthen profitability,
while pursuing the realization of a feeling of comfort in people’s lifestyles.

Makoto Kumada

Life Creations Business Executive Officer
President and Representative Director
Gunze Development Co., Ltd.

Director and Managing Corporate Officer

Fiscal 2022 Business Strategies and Results

Progress of Materiality under VISION 2030 stage1

Materiality

KPIs (Fiscal 2024 Targets) Current Progress (Figures are Fiscal 2022 Results)

Pending Issues

Creation of New
Value

In the real estate business, we have improved the profit-
ability of commercial facilities and strengthened proper-
ty-specific management with an emphasis on investment
efficiency. In the sports club business, we have worked to
strengthen our response to the post-COVID era, as well as
to expand membership and the school business in accor-

dance with regional and store characteristics.

In the landscaping and greening business, we actively
engaged in the environmental business to reduce CO:
emissions. Both the shopping center and the sports club

lifting of pandemic restrictions on activities.

Challenges and Actions to Achieve the Basic Strategies of VISION 2030 stage1

businesses have returned to a recovery track following the

2025 Osaka Kansai and to increase the amount of CO: fixed
by plants. In the sports club business, along with expanding
the school business, we will grow sales and profits by pro-
viding services tailored to regional and store characteristics,
as well as by developing new types of businesses.

We will renovate commercial facilities in order to enhance
the level of their appeal, and strengthen priority manage-
ment through careful examination of investment efficiency.
In the landscaping and greening business, we will actively
work to capture demand for greening moving toward Expo

Fiscal 2022 results Net Sales/Operating Income I netsales [ Operating income
(Millions of Yen) (Millions of Yen)
20,000 - = 1,500
Net sales
(unit: millions of yen) 15,327
15,327 15,000 1 13,800
Operating income ’ —{ 1,000
R f |
705 atio of net sales ”7800
million yen 1 1 % 10,000 - 705
- 500
5,000 —
Ratio of operating income |
| — 0
8% (FY) 2018 2019 2020 2021 2022 2023 (Forecast)
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New business-related

* Commercialization of functional films such as films * Completion of the initial design of resin current collector films
for next-generation lithium-ion batteries  Implementation of R&D for the commercialization of functional

films

Development of environmentally friendly products
Value creation from resource circulating-type films * Development and market launch of biomass plastic film prod-
« Expand sales of biomass plastic products ucts, low-density polyolefin products, and environment-friendly

« Expand sales of low-density polyolefin products shrink films that employ recycled raw materials
* Development and market launch of a thin coextruded blown
 Development of films to reduce food waste

waste; expansion of use

film for the vacuum packaging of frozen foods to reduce food }

Net sales of medical-related products

o Sales of new medical products  Transformation to an organizational structure dedicated to
comprehensive medical devices from R&D to sales (April 2023)

 Proactive market launch and sales expansion of new products,

including adhesion barrier materials

Net sales of wellness and health category products

o Lifestyle-oriented products o Strengthening of the Company's ability to respond to changes in con-
o Health category products sumer behavior and lifestyles by integrating the sales and merchandise
planning department in the apparel business as a whole (April 2023)

 Provision of mass production support tailored
to each customer’s business situation

 Expansion and examination of R&D targets
with a view to expanding fields/domains

 Expansion of the use of environmentally responsi-
ble products; establishment of technologies for
resource recycling, and; the creation of a mecha-
nism for supply chain collaboration.

* Upgrade and expansion coupled with increased
use of films that help reduce food waste

 Acceleration of the speed of new product devel-
opment that reflects the needs of the clinical site

o Strengthening of selection and concentration
through portfolio strategies by medical field as
well as exploration of the potential of mergers
and acquisitions

* Acquisition of new customers by rebuilding the
MD strategy and proposing products that maxi-
mize customer lifetime value

Evolution of
Corporate
Constitution

D&I promotion (Promotion of women’s empowerment, etc.)

* Ratio of women in managerial roles: 6% or higher  Ratio of women in managerial roles: 5.1%

o Ratio of female employees in the workforce: 35% * Ratio of female employees in the workforce: 34%
o Paternity leave utilization rate: 50%  Paternity leave utilization rate: 36%

Initiatives for Respecting Human Rights
o Conduct human rights due diligence on the
Company and its major business partners

© Conduct of in-house assessments (identification of the actual status
of foreign technical interns) (domestic plants: six companies)

* Conduct of supplier assessments: 94 companies

* Implementation of improvement measures based in assessment
analysis results

 Conduct of follow-up investigations and discussions of future actions

 Holding of Risk Management Committee meetings: |  Holding of Risk Management Committee meetings: Four times

Strengthening of risk response capabilities
Four times }

Building of personnel system, improvement of working environments
 Improvement of engagement score: 70 points * Engagement score: 62 points
(estimate) * Annual leave utilization rate: 70.1%
* Annual leave utilization rate: 75% o Office reform: Completion of a new office building at the Konan
 Productivity improvement through mindset, duty, Plant (Aichi Prefecture), new construction of the Dojima office
and office transformations (Osaka City)
o Streamlining of business processes by utilizing online | & Online meetings: Usage time 119,181 hours
meetings

Improvement of productivity in all areas, including production, by utilization of Al, 1T, sensing technologies, etc.
 Productivity improvement rate (P value) *: 103%  Productivity improvement rate (P value): Domestic 102.7%,

* Gunze's own productivity metric over the previous year

Overseas 100.3%

* Maintenance of a 50% ratio of women hired

o Increase in the ratio of career hires

* Enhancement of leader skills training program
and expansion of childcare support systems

e Increase in the paternity leave utilization rate

* Promotion of training and other programs for
suppliers
(Expansion of coverage to overseas suppliers)

o Strengthening of the operations of whis-
tleblower systems

 Continued implementation of 1-on-1 meetings

* Increase in the annual leave utilization rate
through improvements in operating efficiency
such as DX and work style reform

* Thorough management of working hours and
reduction of long working hours

o Establishment and expansion of various sys-
tems (telework, flexible work hours, etc.) to
enable employees with diverse backgrounds to
choose the work style that suits them best

 Expansion of labor-saving and unmanned lines,
and horizontal deployment to each plant

Environmentally

CO: emissions reduction rate

 Reduction vs. FY2013 Scope 1+ 2* (Domestic + over-
seas): 28% or higher
*Gunze Group total

* Starting Scope 3 calculation, setting targets by FY2024

* Scope1+Scope2: 118,324t
Reduction of 26% or higher (vs. FY2013)
® Scope3: 423,860t

® FY2022 per-unit energy consumption reduction rate: 0.7%

 Scope1+Scope2: Reduction of 28% or higher
(FY2024)
Sustained energy conservation activities and
expansion of the renewable energy ratio

* Improvement of profitability

o Familiarization through the development of all GVA Tree
businesses

 Dissemination of information to all employees, including over-

seas employees, using the intranet (eight times)

o Transfer of the film business in the electronic components field

and termination of production at the Chinese plant in the
legwear field

P> For details: P. 34~ - Financial Capital Strategy

Responsible « Per-unit energy consumption reduction rate (vs. pre- reduction vs. the previous year (domestic) }  Scope3 target setting (FY2024)
Management vious year): 1% per year or higher * Completion of the new plastic film Moriyama Plant  Continued FY2022 per-unit energy consump-
o Construction of Circular Factory: Plastic film, o Consideration of net zero factory automated line tion reduction rate: 1% per year or higher
Moriyama Plant (Shiga Prefecture)  Construction completion of a ZEB office building at the Konan o Establishment of a recycling center at the plas-
« Construction of Net Zero Carbon Factory: Apparel, Plant tic film Moriyama Plant and ZEB office building
Yanase Plant (Hyogo Prefecture) * Promotion of smart plants (unmanned lines)
Focused investment of management resources in growth businesses and growth areas
o Environment-related investment: 8.6 billion yen  Environment-related investment: ¥3.4 billion (circular factory:  Promotion of construction plans for a recycling
 Acquisition of new targets by expanding channels ¥2.9 billion, Konan Plant ¥0.5 billion) center
EC+SPA sales ratio: 24% ® EC+SPA sales ratio: 22% o Increase in the EC+SPA sales ratio
 Business expansion through business alliances and  Cultivation of loyal customers through a propri-
M&A etary CRM program
* New store openings in commercial facilities
with considerable ability to attract customers
Capital Cost- Restructuring of low-growth businesses and fields
focused * ROE 6.3% or higher «ROE:3.9% * ROE:6.3% or higher (FY2024)
Management o Positive Company-wide GVA * GVA-¥2.3 billion (improvement of ¥0.3 billion vs. the previous year)  Positive Company-Wide GVA (FY2024)

 Continuous structural reform initiatives
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Toward a Multi-stakeholder Collaborative Society

Human Resources Strategies
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The social environment has changed dramatically in recent
years, and in this era of uncertainty, the so-called volatility,
uncertainty, complexity, and ambiguity (VUCA) era, work
styles and individual values are diversifying. In order to
keep up with the pace of change, individuals and organiza-
tions will need to be autonomous, and the relationship
between companies and their employees is expected to
change. Employees must proactively contribute to compa-
nies by developing their careers on their own based on
their expertise and strengths. On the other hand, compa-
nies must create growth opportunities for employees and
do their utmost to support employee efforts to develop a
future career vision. This indicates that a major shift in

values is taking place as the role of managers pivots from
management to growth support. Since fiscal 2023, the
Gunze Group has established a new system that allows
employees to further realize their aspirations regarding
career design, and the Group is working to invigorate per-
sonnel exchanges through strategic rotations that place
the right person in the right job. Especially for younger
employees, we intend to establish a system that enables
them to design their own careers in order to foster a
dynamic organization. At the same time, we will work to
motivate mature employees, who make up half of the staff.
We expect mature employees who have supported the
Company for a long time to continue contributing further
to the business. At the same time, we believe it is necessary
to support mature employees in building their own second
careers with the era of 100-year lifespans in mind. In addi-
tion, we will standardize activities to systematically pass on
skills to younger employees—an important mission for
mature employees—and to blend together skills and
know-how. It is said that a company’s growth is the sum of
its employee motivation. We will promote the passing on
of skills from mature to younger employees while also aim-
ing to get younger employees up to speed quickly. In so
doing, we will improve motivation and engagement
among all generations in order to maximize the Gunze
Group's human capital and, in turn, enable sustainable cor-
porate development.

Human resources are our greatest management resource. We are fostering a corporate culture in

which all employees can fully demonstrate their abilities with a sense of job satisfaction, which is

the cornerstone of corporate competitiveness, to become a healthy and visionary company.

The Gunze Group has formulated a management strategy
under the key phrase “Transform and Challenge” to realize
a sustainable society in its Medium-term Management
Plan VISION 2030 stage1. Promoting the evolution of our
corporate constitution as part of our human resources
strategy, we have established a basic concept of our
human resources strategies based on the above that is
linked to this evolution. We will promote the creation of
an organizational climate in which diverse human
resources can play an active role, with the aim of

Materiality, KPIs (Fiscal 2024 Targets)

enhancing the growth and motivation of all employees. In
particular, we set KPlIs for the ratio of women in manage-
rial roles from the perspective of promoting women's
active participation, for men'’s paternity leave utilization
rate from the perspective of providing child-rearing sup-
port, for the annual leave uptake rate from the perspec-
tive of reforming work styles, and for the engagement
score from the perspective of reforming corporate culture.
We generally performed well in each category in fiscal
2022.

Fiscal 2022

KPIs
Fiscal 2024 Targets

Targets Results

Evolution of Our  support

Corporate
Constitution

Promoting women's . . . o o o
active participation Ratio of women in managerial roles Over 6% 4.0% 5.1%
Providing child-rearing Men's patemnity leave utilization rate 50% 30.0% 36.0%

70 points 64 points .
Corporate culture reform Engagement score (estimate) (estimate) 62 points
Work-style reform Annual leave uptake 75% (15 days) 14.0 days 70.1% (14.1 days)
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Human Resources Management Policy

Based on our human capital strategy aimed at maximizing
human capital, we define the type of human resources we
seek as those who can accept different values, think and
act on their own initiative, and provide value in their areas
of expertise. We will employ a diverse workforce mainly in
terms of gender, nationality, age, and values, provide
opportunities for education and training that support

independent career development, and give employees a
chance to play an active role through placement strategies
that drive individual autonomy and organizational growth.
All of this will ultimately lead to sustainable company
growth. Furthermore, we have formulated a human
resources management policy that concentrates on the
three pillars: diversity, autonomy, and success.

We will grow the Company by nurturing personnel who can accept different values,
think and act on their own initiative, provide value in their areas of expertise,
and by providing them with opportunities to play an active role.

Human Resources Management Policy

Diversity Autonomy Success
Possess strengths from diverse human capital Develop human resources strengths Utilize human resources strengths

Gunze aims to be a healthy and visionary
company that accepts diverse human
resources in order to enable transformation challenge themselves to port, and job rotations to imbue a
and take on challenges using diversity as a grow independently. sense of growth in various
competitive edge. generations.

Gunze creates opportunities
for employees to actively

Gunze will promote awareness-raising
initiatives, career development sup-

Promote Human Resources and Independent Career Development

In order to foster a corporate culture that encourages
independent career development, we believe it is essen-
tial to create opportunities for individuals to learn and
consult about career options to find their own direction
and to express and choose their own career path. In fiscal
2022, beyond existing level and career training, we
expanded our support by providing opportunities for
employees to think independently about their careers
through such measures as establishing a new voluntary
women's career workshop program, expanded career
design training, ongoing 1-on-1 meetings, and promotion
of recurrent education. Starting in fiscal 2023, we estab-
lished an HRS Committee (for sharing human capital

information) to promote the strategic allocation of the
right resources in the right places based on independent
career development aimed at improving employee
engagement and maximizing human capital.

Create and expand opportunities to
get the ball rolling

Learn
Consult

, -
Express
Choose
| «
\ /
NS _ 7
Carrier expectations in each age group and problem-solving approaches

P independently choose and
build a promising second career

P Established one's own career
direction within the organization

P Consider the direction of one’s
late-career and move into action

P Able to follow a path from my current

Expectation position and choose my career trajectory

Career-Tree Planning

‘ Recruit more diverse human resources (new graduates, mid-career hires, promotions, alumni (comeback), etc.) ‘ Further promote active participation of mature employees
and expand second career options

‘ Implement strategic and appropriate job rotations while assigning the right people to the right job ‘

Conduct regular interviews with young employees and Conduct Life Career Design Training
voluntary career training (40s, 50s)

Post-retirement reemployment
Conduct pre-selection training

‘ Develop and expand training programs by rank and promote recurrent education ‘

‘ Hold regular 1-on-1 training sessions

‘ Establish a new career consultation service

Gunze Integrated Report 2023
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Education and Training Systems

Stratified training

Next generation leader ~ Management executive 5 .
Young employees training development Skills basics Career development
Corporate officers Management executive
training
Leadership School Il Leadership School Il Coald}mg
training

New manager training

Leadership School |

Young employees

Leadership School B

3rd year of
employment Follow-up training at the end
of 3rd year of employment
2nd year of
employment Follow-up training at the end

of 2nd year of employment

New empl
€W employee New employee training

Career
Training for design
younger training
training
staff

Experimental design
IE basic training
QC basic training

Other
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Established Career Support Desk (from May 2023)

solutions alone.

As we enter the era of 100-year lifespans, employees must design their own careers, determine their life goals and
career vision (life career), and work toward them in order to achieve independent career development. In order to
actively support these actions, we have recently established a Career Support Desk, through which the Company
helps employees deal with the various issues that arise in their duties together so that they do not have look for

Diversity & Inclusion (D&I)

The Gunze Group regards diversity and inclusion as one of
its most important human resources strategies. We aim to
enable all employees, regardless of their attributes and
values, to fully demonstrate their abilities while feeling
motivated in their duties. Further promoting women'’s
active participation is essential for realizing this aim, and
we have defined the ideal state of women'’s active partici-
pation as: all employees, regardless of gender or life
stage, are able to fully demonstrate their abilities while
enjoying a good work-life balance and feeling fulfilled in
their work. In order to achieve a state in which a certain
percentage of decision makers in each organization are
women, we are actively working to enhance the number
of women in career-track positions, which is a prerequisite
for such a state. Specifically, we are promoting measures
such as the continued implementation of a 50% female
employment ratio (excluding those working rotating
shifts), promotion of retention through career support
that encourages autonomous growth, enhancement of
training programs for promoting leadership positions,
and expansion of childcare support systems. In terms of
promoting women's active participation along with work
style diversity, we will also work to increase men’s pater-
nity leave utilization rate.

Gunze Integrated Report 2023

Policy for Improving Internal Conditions

In improving our internal environment, we place the
utmost importance on a people-oriented approach, one
of our management philosophies. To create an environ-
ment in which employees can work safely, healthily, and
to the best of their abilities, we continue to improve oper-
ations through DX, thoroughly manage working hours,
reduce long working hours, and develop and expand vari-
ous systems (telecommuting, flexible work hours, etc.) to
enable employees from diverse backgrounds to choose
the work style that suits them best.

The activities of the Work Style Reform Committee
include various initiatives based on the four pillars: raising
employee awareness, developing business infrastructure,
reforming operations, and engaging in office reform. The
relocation of the Tokyo branch office in February 2022
was an opportunity to realize office reform by promoting
the shift to a free address system. We are laterally deploy-
ing this know-how in the Osaka area, taking the same
approach at the Dojima Office, which opened in August
2022. In addition, we are promoting the improvement of
the annual paid leave utilization rate with the aim of allo-
cating the work time saved by improving operational effi-
ciency to time that employees can spend freely. In
consideration of human rights, we are actively working to
create a corporate culture of no harassment, no induce-
ment, and no neglect by continuing to conduct surveys to
ascertain the actual situation and provide training based
on the results as part of our efforts to prevent harassment
in the workplace.

Toward a Multi-stakeholder Collaborative Society

Feedback from Training Participants and Men’s Paternity Leave Users

Leadership Training: Corporate Contributions for Women’s Active Participation

| am a mid-level employee in the Company (which has a low percentage of women) who took
leadership training in fiscal 2022. The course gave me a clearer understanding of myself, and I am
currently going to school to obtain a certification for my future career development.
Understanding my own characteristics, | have a better idea of what | need to learn and what | have
to do to become a sought-after leader. | have also become more mindful about looking for causes
and more efficient ways to solve operational problems, enabling me to find clues to solutions more
quickly and clearly than before.

In past training sessions | have attended, the participants were mainly those who were hired at the
same time and doing similar work as myself. This time, however, | think we received training from
the same perspective and mindset owing to the participation of women from the generation who
will be tasked with leading Gunze in the future. | am grateful that this training has expanded my
network of women in the Company, and | have made connections with people who work under
similar conditions (childcare, flexible work hours, nursing care) and people in other workplaces, as
well as making friends who can empathize with each other on various issues. This training was an
opportunity for me to update my own career and to try new challenges. Looking ahead, | hope to
contribute to the Company in any way | can by utilizing the contents of this training program to
help younger employees and colleagues change their working styles and develop their careers so
that they will be motivated to keep working, whether they are men or women.

Life, Career Training Promotes Human Resources and Independent Career Development
| took the life and career design training course (at age 50) at a time when | was wondering about
my future in this so-called era of 100-year lifespans. During this training, participants looked back on
their careers so far, reexamined their values, organized their roles in life, and learned the concept of
clarifying their desired vision for the future. Through this, | designed an autonomous way of living
and working, giving me the opportunity to prepare and take action to realize my personal goals in
my own way and with a positive attitude.

After the training, | got in touch with a senior certified career consultant to determine my future
direction and to set milestones toward taking the next step. | want to help others grow by sharing
my knowledge and skills with them, giving advice, and sharing opinions. With this in mind, | began
studying to acquire qualifications, using senior employees who had helped me as role models. | also
had a 1-on-1 meeting with my supervisor to discuss my future career aspirations and reskilling
(relearning) situation. This preparation and actions coincidentally coincided with my transfer to the
Human Development. Currently serving on the Education Team, | am working to support the inde-
pendent career development of our employees through various training programs and career coun-
seling. | intend to continue developing my own career by thinking independently about it and
striving for self-improvement, while reexamining how | live and work from time to time.

Work Style Reforms: Men's Paternity Leave

| took paternity leave to reduce my wife's daily burden as much as possible and to create an atmo-
sphere where it would be easy to take paternity leave where | work at the Konan Plant. Since there
was no precedent for this in my department, about six months prior to when | wanted to take the
leave, | spoke to my colleagues about how to cope with my absence. | then took paternity leave for
a little less than a month, starting three weeks after my wife's expected delivery date. After taking
paternity leave, | became more aware than ever of completing my work more efficiently and on
time. In addition, we are putting more effort into training our members so that the workplace can
function without problems even when key personnel are absent.

Taking paternity leave gave me enough time to learn about childcare. My wife said it was reassuring
to have me with her during this difficult time caring for our first child and helping her throughout
my paternal leave made her feel comfortable with taking care of the baby thereafter. | am still able
to reduce my wife’s workload and perform my duties with a greater awareness of the balance
between work and childcare.

l‘L \f
Masayo Suzuki

Sales, Department Store
Apparel Company

£
\

]
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Mitsunori Fujita

Human Resources
Development Office
Personnel & General Affairs
Department
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Takeshi Shibata

Engineering Plastics Division
Konan Plant

Gunze Integrated Report 2023

3ruewWIOpdd uonea) anjep | &

49



Supplier Initiatives

Sustainable Procurement and Promotion
Structure

In recent years, the environment surrounding companies
has changed dramatically in the context of globalization,
and stakeholder interest in sustainability has risen to
unprecedented levels.

Realizing a sustainable society will require companies to
look beyond their own efforts, and to also take action
throughout their supply chains. We recognize the need to
present suppliers with a more concrete approach to sus-
tainability in the supply chain in light of recent rapid envi-
ronmental changes, and have established the Gunze

Group Sustainable Procurement Guidelines (2021) to fur-
ther promote understanding and cooperation with the
Gunze Group’s sustainable procurement activities.

These guidelines are disseminated to all Gunze Group
business divisions and their members via the
Sustainability Committee. Together with this, suppliers are
requested to understand the purpose of the guidelines,
comply with each item of the Supplier Code of Conduct,
and practice the necessary actions and activities to
achieve the purpose of the guidelines. We are also asking
for the spread and penetration of the guidelines to those
in the supply chain further upstream.

Gunze Group Sustainable Procurement Guidelines

Gunze Group
Environmental Charter

Gunze Group
Action Guidelines

Human Rights

Gunze Group
Sustainability Policy

Gunze Group Gunze Group
Sustainable Supplier Code of
Procurement Policy Conduct

Gunze Group’s Human Rights Policy

With a corporate name that expresses our intent of pro-
tecting local communities as our basic policy, Gunze's
founding philosophy takes a people-oriented approach.
Over our 127 years of history, we have therefore valued
the rights of employees and all other related parties. In
order to clarify our stance on this respect for human rights
while taking into account international norms, we formu-
lated and announced the GUNZE's HUMAN RIGHTS
POLICY in June 2022.

) GUNZE’s HUMAN RIGHTS POLICY
https://www.gunze.co.jp/english/sustainability/management/humanrights

Conducting Human Rights Due Diligence
Initiatives implemented up to April 2023 are as follows.

1. In-house Assessments

In the apparel business, one of our main businesses, we
conducted a survey of six factories in Japan that accept for-
eign technical interns. With media reports and other sources
suggesting that trainees are prone to human rights risks,
we undertook this initiative as a priority issue to understand
the actual situation of foreign technical interns.

Method

Interviews were conducted with regard to appropriate
working hours, wages, living environment, and occupa-
tional health and safety at work sites, based on the items

Gunze Integrated Report 2023

to be checked as exemplified in a separate volume of the
"Guidelines for Responsible Corporate Conduct in the Textile
Industry”" issued by the Japan Textile Federation (JTF).

Assessment results and future actions

Although no major human rights risks were identified, we
discovered issues that need to be improved, such as the
necessity to establish a Vietnamese language consulta-
tion service. In the future, we will promote measures to
address this issue and develop a system to conduct peri-
odic assessments by including a survey of the actual con-
ditions of foreign technical interns in internal audit items.

2. Supplier Assessments

We ask that suppliers understand the Gunze Group
Sustainable Procurement Guidelines, which include the
perspective of the Gunze Group's respect for human rights.
In addition, from December 2022 to April 2023, we con-
ducted assessments of all business divisions, with priority
given to key suppliers of the following business divisions.

No. of relevant

Business area Response rate

suppliers
Apparel Business 75 companies 72%
Medical Materials Business 5 companies 100%
Plastic Films Business 14 companies 100%

Method

We had suppliers conduct a self-assessment based on the
Global Compact Network Japan's Self-Assessment
Questionnaire™ for CSR procurement in order to confirm the
status of their initiatives for human rights considerations,
environmental conservation as well as quality and safety.

Assessment results and future actions

No critical human rights issues were identified in the scope
of this submission. We are considering future efforts such as
offering training programs for suppliers to gain their under-
standing and cooperation in our human rights initiatives.
We also plan to expand the scope of assessment to include
overseas suppliers. We will continue our efforts to prevent
and address issues through such measures as strengthening
the operation of our whistleblower systems.

*1 Guidelines for Responsible Corporate Conduct in Textile Industry: Guidelines for pro-
moting corporate activities that respect international human rights, formulated by the
Japan Textile Federation in cooperation with the International Labour Organization
(ILO) Office in Japan.

*2 Self-Assessment Questionnaire for CSR procurement: Questionnaire developed by the

Global Compact Network Japan to assess degree of understanding of CSR requirements.

Value Co-creation with Multiple Stakeholders

Toward a Multi-stakeholder Collaborative Society

Human Rights Due Diligence” Implementation Flow

Conduct in-house assessments
(analysis and evaluation) of all business divisions

{

Notify suppliers of the Gunze Group Sustainable
Procurement Guidelines and conduct supplier assessments

{

Implement improvement measures based on the
assessment analysis results

{

Conduct follow-up investigations and
discuss future actions

{

Future issues and countermeasures

*3 A process for identifying negative impacts on and risks for human rights, analyzing and
evaluating risks, and formulating and implementing appropriate measures

Customers

We are committed to providing excellent
products and services and practicing the
motto Happy to Sell, Happy to Buy.
With quality as our first priority, we pursue
safety, security, comfort, and satisfaction,
and develop products and services that are
friendly to the environment and people.

Employees

We provide equal opportunities without
discriminating in employment and treatment.

We respect the human rights of all people involved
in our business activities and do not use forced labor
or child labor. We promote skills development that
enables diversity among employees who will be the
right person in the right position, and nurture human
resources who can contribute to society.

* Engagement score: 70 points or higher
Ratio of women in managerial roles:
6% or higher
Paternity leave utilization rate:
50%

Local communities

We whole-heartedly participate in social
and community activities, build friendly
relationships with society, and pursue
sustainability with communities.

* 0. emissions reduction:
Scope 1+ 2, 28% or higher

(Reduction vs. FY2013 Domestic + Overseas)

Entered into regional comprehensive
agreements with Osaka Prefecture,
Osaka City, and Kyoto Prefecture

Founding
philosophy

Harmonious
coexistence

Customer Satisfaction Survey:
90 points or higher

Business partners

Beyond just complying with relevant laws
and regulations, and the spirit with which they
are written, we conduct transactions that are
fair and free. We call for a prohibition of
discrimination in employment, forced labor,
and child labor.

Conducting human rights due diligence
(The Company and
major business partners)

Shareholders
and investors

We work to enhance corporate credibility
through the promotion of sustainability.
We proactively and fairly disclose
corporate information and live up to
the trust that is placed in us.

* ROE: 6.3% or higher
Total return ratio: 100%
Dividend on equity (DOE):
2.2% or higher

* Medium-term Management Plan
VISION 2030 stage1 KPI

Gunze Integrated Report 2023
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Environmentally Responsible Management

The Gunze Group is advancing efforts to reduce environmental load through its business activities. In
the plastics films field, we are aiming to strengthen activities for resource recycling—including the
reduction of waste plastic, conversion to environmentally friendly and recyclable raw materials, and
the development of recycled products that transcend the boundaries of our business divisions— as

Initiatives to Enhance Corporate Value through Green Finance

Developing a Green Finance Framework
The Gunze Group put in place a green finance framework reporting.

we transform into a circular manufacturer.

Activities to Reduce Environmental Load

Basic Approach

Gunze is working to balance both social and economic
value by strengthening initiatives aimed at reducing envi-
ronmental load with a focus on three major promotional
items, namely, responding to climate change, realizing a
resource-recycling society, and promoting sustainable
procurement. In responding to climate change, we will
endeavor to save energy, create energy, and use renew-
able energy with the goal of reducing total CO. emissions
in Scope 1 and Scope 2 by at least 35% (compared to the
2013 benchmark) by 2030. Moreover, we will promote
environmentally responsible business operations by fur-
ther considering the use of energy innovations. As a part
of efforts to realize a resource-recycling society, we will

reinforce efforts to recycle waste at all domestic business
sites, spearheaded by the Moriyama Circular Factory™, in
order to reduce waste throughout the Group. Finally,
from a sustainable procurement perspective, we will pro-
mote the use of recycled, raw biomass, and other environ-
mentally friendly materials, enhance relationships with
suppliers, and work to reduce CO emissions from raw
materials. Through these resource recycling and sustain-
able procurement initiatives, the Gunze Group will take
positive steps toward upgrading and expanding its lineup
of environmentally responsible products while reducing
Scope 3 emissions.

The Gunze Group'’s Environmental Technologies and Initiatives

(1) Responding to climate change (saving energy, creating
energy, and using renewable energy)

¢ Reducing energy loss through the introduction of
energy management systems (EMS)

* Improving the efficiency of boilers, air conditioners, and
other utility equipment

e Saving energy through new buildings with airtight and
thermal insulation (acquire ZEB and CASBEE certification)

e Systematically installing solar power generation systems

e Shifting to low CO: emission fuels (from heavy oil to LPG
and electrification)

(2) Realizing a resource-recycling society

The Gunze Group has taken steps to convert its Moriyama
Factory, a key plant in the plastic films field, into a
resource-recycling plant (a plant that recycles resources
without producing waste). In the future, we will transition
from a manufacturer that sells plastic films to a recy-
cling-based circular manufacturer.

(3) Promoting sustainable procurement
We will actively work to - =
upgrade and expand envi-

in fiscal 2022 with the support of Nomura Securities Co.,
Ltd., the Group's structuring agent. Based on the Green
Bond Loan Principles/Guidelines, Gunze's green finance
framework outlines the Group'’s policies toward funds
earmarked specifically for projects designed to improve
the environment. These policies encompass details of (1)
the use of funds, (2) the project evaluation and selection
process, (3) management of the funds procured, and (4)

Executing Green Loans

Utilizing the aforementioned framework, Gunze procured
funds through a syndicated, term green loan from MUFG
Bank, Ltd. in September 2022. The funds were allocated
on a progressive basis up to April 2023 and used for the
construction of the Group's circular factory CASBEE*?
A-ranked building, the installation of a new production
line, and the construction of the Engineering Plastics
Division’s Konan Plant office, which received the BELS*?

Future Policies

The framework developed in this instance, covers all of
the Gunze Group’s environment-related investments and
enables the execution of green bonds and green loans
under the framework to finance the subject investments.
Moreover, we believe that the cost advantage of sustain-
able finance compared with conventional financing
methods will improve in the future owing to growing
social awareness toward sustainability and changes in the
financing environment resulting from revisions to the
Bank of Japan’s policies.

The Gunze Group will proactively undertake the procure-
ment of funds utilizing this framework to ensure both
social and economic benefits.

In recognition of the framework’s compliance with the
subject principles and guidelines, Gunze received the
highest Green1 (F) rating from Japan Credit Rating
Agency, Ltd. (JCR). Representing Japan's first overall
resource-recycling initiatives at the time this rating was
received, funds procured were allocated to the Circular
Factory Project*' that circulates plastic resources at the
Plastic Film Company’s Moriyama Plant.

5-star and ZEB** certifications.

As a procurement initiative (loan) that helps improve the
environment while fulfilling the requirements of the car-
bon dioxide emission control subsidy (initiative to support
the development of a system to promote green bonds,
etc.), this project received a grant from the Green Finance
Promotion Corporation, which was selected by Japan's
Ministry of the Environment.

*1 Circular Factory Project: A factory project designed to realize resources
recycling without generating waste in the plastic films field by develop-
ing products suitable for recycling, establishing technologies for recy-
cling, and reusing waste plastics.

*2 CASBEE: Comprehensive Assessment System for Building Environment
Efficiency. A five-level rating system that comprehensively evaluates
building quality, encompassing such environmental considerations as
energy conservation, the use of materials and equipment with low envi-
ronmental impact, as well as indoor comfort and landscaping.

*3 BELS: Building-Housing Energy-efficiency Labeling System. Established by
Japan’s Ministry of Land, Infrastructure, Transport and Tourism based on
the Guidelines for Displaying Energy-Saving Performance of Buildings,
this system objectively evaluates and ranks energy-saving performance
by the number of stars from one to five.

*4 ZEB: Net Zero Energy Building. A building that aims to achieve a comfort-
able indoor environment while creating energy from renewable energy
sources, and reducing the balance of primary energy consumed by the
building to zero through energy conservation using a structure with
improved heat insulation and sensors, etc.

ronmentally responsible —

products, with the aim of P -

. . =

increasing the use of such =
= > sustainable raw materials .

Threads and accessories
Sewing thread made of 100% recycled
polyester

as recycled polyester,
: organic cotton, and bio-
i) mass for packaging.

About HCT3 using recycled GUNZE
material

30% of chemically recycled raw material is used.
3 the recycled raw materials are distributed by the mass balancing approach

Depolymerize Depolymerize Use recycled raw
Menomerise Pelletizing material
Hedistribute the recycled ratio = 30% of chemically
by the mass balancing approach recycled raw material is
used.

Vs -
@ H
S PET
Collecting the Chemical Raw material GUNZE
used PET bottle recycling plant manufacturer
from overseas

Plastic Film Company Hybrid shrinkable film with a recycled material ratio of 30%

Electric chiller (Ayabe Engineering Plastics Co., Ltd.)
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Nature Preservation Social Contribution Activities

Gunze concluded the Agreement on Forest Use and Conservation with the Kyoto Model Forest Association and has been
conducting volunteer activities for satoyama conservation in the concluded area in Ayabe, the city where the Company was
founded, as part of the Kyoto Model Forest Movement in Ayabe about four times a year since July 2010. The model forest ini-
tiative encompasses the practice of sustainable community development proposed by Canada at the World Earth Summit in
1992. The goal is to develop and conserve forests that provide multifaceted functions, including the production of timber,
prevention of global warming, prevention of sediment runoff and collapse, recharge of water sources, formation of good
landscapes, improvement of health, and biodiversity. The initiative resumed in fiscal 2022 after a hiatus owing to the COVID-
19 pandemic. This model forest activity has been conducted a total of 42 times since its start in 2010 and attracted an aggre-
gate total of 1,237 participants.

Activities since 2018 include the construction of an observatory and the planting of
mountain cherry trees as well as maple trees in the Obata district of Ayabe City as part of
the Obata Castle Restoration Project. Most recently, we have been working with the
Obata Castle Preservation Association, NPO Satoyama Net Ayabe, Kyoto Prefectural
College of Forestry, Kyoto Prefectural Nakatan Regional Promotion Bureau, and the Ayabe
City Department of Agriculture, Forestry, Commerce and Industry to establish a native Kyoto Model Forest Camaign in Ayabe
azalea colony. (Fiscal 2022)
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Addressing Climate Change-related Risks and Opportunities

We established the Sustainability Committee, which is chaired by the director or the executive officer
in charge of sustainability and includes members who are responsible for head office and business
divisions. The Sustainability Committee is an organization that reviews and deliberates on basic poli-

cies related to sustainability.

In addition, the committee is chaired by the director or executive officer in charge of compliance,
with the aim of developing a system to prevent and manage risks that may occur in the Gunze Group
and to promptly respond to any risks that do occur. We established the Risk Management
Committee, whose members include the heads of key head office divisions, to address risks and

opportunities posed by climate change.

Governance Structure for Sustainability Promotion

Board of Directors

Report f ‘ Monitor

Executive Committee

Report f ‘ Instruct

Sustainability Committee

Risk Management Committee

Report Instruct

Main Departments in Charge

(Environmental Impact Strategy Promotion Office, Personnel
& General Affairs Department, others)

Business divisions <@g  Head office

Coordinate

Roles of Committees and Organizations in Sustainability Promotion

Committees and
Organizations

Monitors the progress of measures to address sustain-
ability issues, including issues pertaining to the environ-
ment, particularly climate change, as well as human
capital and other topics as discussed and decided during
business execution

Board of Directors

Discusses and makes decisions on important business
administration and execution matters related to Group-

Executive Committee  wide sustainability, such as environmental issues cen-
tered on climate change, as well as human capital and
other topics

Sustainability
Committee

(As a general rule
convened once per
quarter)

Risk Management

Committee Discusses occurrence of risk events related to sustainabil-
(As a general rule con- ity, measures taken or to be taken, and risk prevention
vened once per quarter)

Discusses and makes decisions on basic and response
policies as pertains to sustainability

Promote initiatives to address sustainability issues and
identify risks and opportunities (Environmental Impact
Strategy Promotion Office: environmental issues with a
focus on climate change; Personnel & General Affairs
Department: human capital of the Gunze Group, etc.)

Main Departments in
Charge

Climate Change Initiatives and Efforts to Address the TCFD

In October 2021, the Gunze Group expressed support for
the recommendations put forward by the Financial
Stability Board (FSB) Task Force on Climate-related
Financial Disclosures (TCFD). TCFD requires disclosure of
the frameworks for examining climate change, indicators,
and targets for evaluating the medium- and long-term
impact of climate change on corporate value and for
identifying risks and opportunities from climate change,
and the way in which these examinations are reflected in
corporate management.

(1) Governance Governance on climate change is
incorporated into the sustainability governance
structure.

(2) Risk management Major risks related to cli-
mate change are based on the Sustainability
Governance Structure Chart. Important issues are
reported from the Sustainability Committee and Risk
Management Committee to the Corporate Officers’
Meeting and then to the Board of Directors, thereby
integrating and managing Group-wide risks.

(3) Strategy We selected the plastic films field and
apparel business (innerwear) as the Gunze Group's main
businesses for scenario analysis, and we identified short-
to long-term risks, studied countermeasures, and for
these, extracted considerations and opportunities.
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This time, we conducted analysis in response to the 1.5°C
target since this has become the global target.
Specifically, we have formulated two scenarios that refer-
ence reports issued by governments and international
organizations. These include the decarbonization scenar-
jos (1.5°C scenario) such as the NZE2050™ presented in
the IEA World Energy Outlook and the warming progres-
sion scenarios (4°C scenario) based on the IPCC AR5
RCP8.5 scenario™. The two scenarios are analyzed based
on transition risks toward a decarbonized economy and
physical risks associated with the progression of global
warming.

The Gunze Group will continue to revise its scenario anal-
ysis to improve its strategies.

*1 NZE2050 (Net Zero Emissions by 2050): One of the scenarios presented in
the IEA’s World Energy Outlook 2020. Itis a 1.5°C scenario that surpasses
the target of the Paris Agreement and aims for zero CO: emissions by
2050.

*2 RCP8.5 Scenario: A scenario in Figure SPM6 of the summary for govern-
ment policymakers of Synthesis Report (SYR) of the IPCC Fifth Assessment
Report (AR5), which forecasts a temperature increase of 2.6°C to 4.8°C
by 2100.

Responding to Climate Change related Risks and Opportunities

DEgERE; Plastic  Innerwear
Risk items i financial . . : Responding to Risks and Opportunities
e U films field field ponding PP
impact
Emissions trading and carbon Medium Risk response: Reduce the financial impact of carbon taxes
Coal prices taxes introduced in many coun- to long Large O O by increasing investment in renewable energy and shifting to
tries, increasing operating costs term low-carbon energy sources
Plastics regula- Raw material prices increased due Medium Risk response: Establish technologies that break down and
L ; to stricter regulations prompting ; )
tions in various . " . . to long Large (@) O reuse waste plastic and provide products that meet customer
- the introduction of bio-materials
countries . term needs
and recycled materials
Changes in energy | Higher ratio of renewable energy Medium Risk response: Use of equipment with low power consump-
. mix (electricity to electric power has driven up to long Small O O tion; promote the installation of self-consumption solar
Tra n_5|t|on prices) electricity prices term power generation
risk
(150 EVand bl Medi
and renewable edium Opportunities: Strengthen sales of lithium-ion batteries
energy penetra- - to long Large o and semiconductor film with the spread of EVs
tion rates term P
Price shifts in key Manuf_acturmg costs for crude Medium Risk response: Promote a shift from petroleum-derived to
o oil-derived synthetic fibers has to long Large O ;
commodities ) green materials.
increased term
Changes in cus- More consumers are making pur- Medium Risk response: Increase sales of environmentally responsible
9 - chasing decisions in line with their : to long Medium @] P " ; Y resp
tomer behavior . . products for ethical consumption
environmental impact term
Lower sales due to business activ- . - )
; " ; Short to Risk response: Enhance supply chain disaster prevention at
Abnormal ity suspensions and supply chain medium | Medium (@) O manufacturing sites and in logistics to strengthen business
weather disruptions caused by wind and N g sites 9 9
term continuity capabilities
flood damage
Physical Rising tempera- . . Medium
risks (4°C)  tures (volume of feor:O:rgtrLiZZ up due to rising to long Medium O Risk response: Develop biomaterials and recycled materials
cotton cultivation) P term
- Medium . .
Rising " Opportunity: Products that address rising temperatures.
— tolong = Medium (@] O AP
temperatures term Strengthened sales (shrink films, innerwear)

* Time period: Short-term 1-2 years, medium-term 3-5 years, long-term 6-10 years

* Financial impact in 2050: Small = less than 100 million yen, Medium = 100 million yen to 1 billion yen, Large = 1 billion yen or more

(4) Indicators and Targets

To systematically reduce CO. emissions, we will strengthen
our efforts to save energy, create energy, and use renew-
able energy in our business activities, and take measures
to promote the 3Rs (reduce, reuse, and recycle) and
implement other resource recycling and eco-friendly ini-
tiatives. In fiscal 2022, we will redouble our efforts to
reduce Scope 1*' and 2** CO, emissions and formulate
reduction scenarios for Scope 3*.

In addition, the Gunze Group will focus its efforts on

CO: reduction results (Scope 1, 2 ,3)

promoting the Circular Factory Plan in the plastics films
field and the Net Zero Factory Plan in the apparel (inner-
wear) field.

*1 Scope 1: Greenhouse gas emitted directly by the Gunze Group (fuel com-
bustion, industrial processes)

*2 Scope 2: Indirect emissions from the use of electricity, heat and steam
supplied by other companies

*3 Scope 3: Indirect emissions other than from Scope 1 and Scope 2 (emis-
sions from other companies related to the activities of the Gunze Group)

FY2022

Compared to FY2021

Emission volume (t-CO;) Reduction volume (t-CO-)

Compared to FY2013

Reduction rate (%) Reduction volume (t-CO-) Reduction rate (%)

Scopel+2 118,324 5,832 4.7% 54,184 31.4%

Scopef 38,643 335 0.9% 13,669 26.1%
Achievements

Scope2 79,681 5,496 6.5% 40,515 33.7%

Scope3 423,860 -13,192 -3.2% - -

*Scope 1 and 2 are calculated for all Gunze Group business sites in Japan and overseas (Scope 2 calculation is based on market criteria)

* Scope 3 is calculated for all Gunze Group business sites in Japan.
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Corporate Governance

Basic Policy for Corporate Governance

The Gunze Group recognizes that legal and regulatory
compliance is essential for meeting our basic manage-
ment policy of sustainably boosting corporate value.
Accordingly, we strive for swift decision-making and
timely and appropriate disclosure of corporate informa-
tion so that we can respond appropriately to the social
and economic environment. We therefore consider

Initiatives to Enhance Corporate Governance

improving shareholder value, by enhancing the transpar-
ency of our management, to be one of our most import-
ant management objectives. To achieve this, the Gunze
Group seeks to build sound relationships with our multi-
ple stakeholders and strengthen and upgrade our internal
control functions as a way to enhance our corporate
governance.

In fiscal 2005, the Gunze Group introduced a corporate
officer system in order to accelerate business decisions
and to strengthen the management supervision function.
Along with reducing the number of Directors in 2005, we
clarified the management responsibilities of Directors and
revised their term of office in 2006 from two years to one
year with the goal of establishing a management frame-
work that can respond more quickly to changes in the
business environment. At the same time, we began
appointing outside Directors in an effort to ensure the
transparency of management.

In addition, we have striven to enhance our corporate
governance by having the Board of Directors make a final

History of Governance Enhancements

decision on nominating candidates for Director positions
following deliberations by the Nomination/Remuneration
Committee. The Nomination/Remuneration Committee
was established in fiscal 2019 as an advisory committee to
the Board of Directors, is comprised of the Representative
Directors and outside Directors, and is chaired by an out-
side Director. Moreover, in 2015 we formulated the Gunze
Corporate Governance Guidelines as the basic policy for
corporate governance by the Gunze Group. We revised
these Guidelines in June 2021.

Gunze Corporate Governance Guidelines
https://www.gunze.co.jp/english/ir/policy/governance/

Initiative Details

Fiscal 2005 Introduced a corporate officer system and reduced the number of Directors

Fiscal 2006 Reduced the term of office for Directors from two years to one year
Began appointing outside Directors and female Directors

Fiscal 2015 Formulated the Gunze Corporate Governance Guidelines

Fiscal 2019 Established the_Nomination/Remuneration Committee (chaired by an outside Director as an
advisory committee to the Board of Directors)
Ratio of outside Directors exceeds one-third of the Board

Fiscal 2021 Published the skill matrix for Directors and Corporate Auditors

Corporate Governance Structure

The Gunze Group is a company with a Board of Corporate
Auditors, where the Board of Corporate Auditors is com-
prised of four Corporate Auditors, two of whom are out-
side Corporate Auditors (as of June 23, 2023). The
Corporate Auditors attend the Board of Directors and
other important meetings, conduct onsite audits of busi-
ness and management divisions, and inspect domestic
and overseas subsidiaries, while performing other duties,
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in order to fulfill their management supervisory function.
The current management structure is comprised of nine
Directors (of whom two are women), including three out-
side Directors. Moreover, the Company has introduced a
corporate officer system to facilitate accelerated business
decisions and to strengthen the business execution sys-
tem, and has appointed 14 corporate officers, including
five who also serve as Directors.

Board of Directors

As entrusted by the Company's shareholders, the Board of
Directors assumes the responsibility for realizing efficient
and effective corporate governance for the sake of all
shareholders, achieving sustained Growth for the Gunze
Group as a result of realizing this level of corporate gover-
nance, and striving to maximize corporate value in the
long term. To fulfill its responsibilities, the Board of
Directors executes oversight functions over overall man-
agement practices in order to ensure fairness and trans-
parency. The Board also nominates, evaluates, and
determines remuneration for the President and other
executives, while assessing important risks facing the
Gunze Group and drawing up counteractions. The Board
also makes important operational decisions to ensure the
best possible decision-making for the Company. As a gen-
eral rule, the Board of Directors meets once per month
(held 13 times in fiscal 2022), during which it makes deci-
sions on important matters related to business execution
and matters stipulated by laws, regulations, and the
Articles of Incorporation. It also supervises the status of
the execution of duties by Directors.

Corporate Governance Structure

Shareholders’ Meeting

Appointment/dismissal

Board of Audit
Directors

Management
oversight

Appointment/dismissal Appointment/dismissal

Collaboration
Board of Corporate

Auditors

Collaboration Audit

" Reporting -
Representative Business
Director Audit Section
Corporate
Officers' Meeting

Jpne Buiunoxny

Internal audit

s1011pny BuiuNo»Yy Juspuadapul

Control/oversight

Internal Companies, Business Divisions, Headquarters
Operation Departments, Affiliated Companies

Executive Committee

Along with the Board of Directors, the Company also con-
venes the Executive Committee, which comprises the
Representative Directors, the Managing Directors,
Directors in charge of specific functions, and Corporate
Officers (held 20 times in fiscal 2022). This committee
deliberates on important matters related to business exe-
cution, and seeks to accelerate decision making.

Nomination/Remuneration Committee

The Company established the Nomination/Remuneration
Committee as an advisory committee to the Board of
Directors. Comprised of two Representative Directors and
three outside Directors, and chaired by an outside Director,
this Committee serves to ensure independence, transpar-
ency, and objectivity in the procedures for nominating candi-
dates for Director and Corporate Auditor, appointing senior
management, and determining compensation for Directors.

Internal Systems Concerning Timely
Disclosure of Corporate Information

The Gunze Group recognizes that legal and regulatory com-
pliance is essential for meeting our basic management pol-
icy of sustainably enhancing corporate value. Accordingly,
we strive to improve the health and transparency of man-
agement through swift decision-making and the timely and
appropriate disclosure of information in a way that corre-
sponds to the social and economic environment.

Timely Disclosure Structure

Shareholders’ Meeting

Decided matters/Incidents
(Committee for deciding import-
ant matters)

Incidents
(Division/Group Companies)

Shareholders' Meeting Divisional Information Managers

(Division General Managers/

Board of Directors Company Presidents)

[Information compilation/overall control] Information officer

(Director in charge of finance)

[Corporation disclosure decisions]
Representative Directors, Managing Directors, Directors in
charge of specific functions, Corporate Officers

[Timely disclosure] Information disclosure officer

(Corporate Communication Department, General Manager of Public &
Investor Relations, General Manager of Accounting Section)

Decided matters Financial information | Incidents

Tokyo Stock Exchange

Gunze Integrated Report 2023

57

(4]

juswabeuepy 9|gels 10} dueUIBA0D



58

Fiscal 2022 Board of Directors’ meetings, advisory committees, etc.

Times held Number of Number of Attendance Attendance
agenda items reports (Internal Officers) (Outside Officers)
Board of Directors 13 40 51 98% 98%
Board of Corporate Auditors 15 22 18 97% 97%
(included in the
Corporate Officers' Meeting 20 73 number of 100% -
agenda items)
Composition of the Board of Directors
Ratio of non-executive Directors Ratio of Outside Directors Ratio of Female Directors Ratio of Outside Officers
Non- Outside Female Outside Officers
executive Directors Directors (Directors, Corporate
Directors 3 2 Auditors)
4 5
449, 33% 22% 38%
Executive Internal Male Internal Officers
Directors Directors Directors (Directors, Corporate Auditors)
5 6 7 8

Directors and Corporate Auditors’ Skill Matrix

Nomination/

Attributes Name, Posts, etc. Yearsof  Remuneration

[EE]

executives  executives

| Outside

Main specialty areas

i commlttee Management in Management . "
SEIVICE [Age] member ea:l?area of 2 at AT/ ml:rodluctlon& Sales/marketing Legal Internationality
business other companies
i Chairman &
m AFSUSh.I Representative 11 years [63] O O O
Hirochi Director
i Representative
[Male| TOShlya.Su Director & 9years [61] o) o) o)
Saguchi President
. . Outside O
wpetnt EY  Hiroe Nakai pirerior 5 years [62] (chain) o)
o Osamu Outside
= idendnt - h 4years [67 O ©) o
r;.: m Kquraoka Director ¥ (671
:O: Independent m Rie Kida gﬁ}esclgoer 3years [54] O O (@)
wv
Makoto )
Director 6 years [61 O @]
= Kumada years [61]
Katsuhiko '
X Director 7 years [60 O
B Oikawa years [60]
Ryoji .
. .. Director 2 years [60 @) O O
= Kawanishi years [60]
Hirokazu )
Director — [58 @]
= Sawada (58]
i Standing
o [ TomIO. Corporate 2years [59] @) ¢)
) Suzuki Auditor
]
o Koji Outside
Q Independent ”E’ : . Corporate — [62 O
= Funatomi Aué)nm (62)
> ihi Outside
g_ Independent m Norihito Corporate — [61] (@]
gc-' Naka Auditor
a m Shinichiro Corporate ) [66] o o
Morita Auditor years

e A circle indicates the main skills possessed by each person.
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Corporate Governance

Director and Corporate Auditor Appointments

As far as the nomination of Director and Corporate Auditor in each of the business fields, as well as in finance and
candidates and the appointment of senior management accounting, technology development and research, sales
are concerned, the Nomination/Remuneration Committee and marketing, legal affairs, and human resources, while
deliberates on each matter based on the selection criteria taking into consideration diversity, including gender and
stipulated by the Board of Directors, after which the Board internationality. We also appoint multiple outside Directors
of Directors makes a final decision. Given that the Gunze who can actively provide advice and proposals from a fair
Group engages in the functional solutions, medical, and objective standpoint, and who possess management
apparel, and lifestyle creations businesses from a multifac- experience at other companies and specialized knowledge
eted perspective on a global basis, the Company seeks to and experience not otherwise found within the Company.
ensure that the Directors possess the ability to make appro- Turning to Corporate Auditors, we have established a basic
priate and prompt decisions regarding these business activ- policy of constituting the Board of Corporate Auditors with
ities, and that they can supervise the execution of those an arrangement of members who can present fair opinions
decisions. In order to do so, we have established a basic from an expert perspective and an independent stand-
policy of constituting the Board of Directors with a bal- point, including at least one member who possesses appro-
anced arrangement of members, whereby the Board of priate knowledge regarding finance and accounting. In line
Directors makes a final decision on nominations following with this policy, the Board of Directors makes a final deci-
deliberations by the Nomination/Remuneration sion on nominations following deliberations by the
Committee. In line with this policy, we appoint internal Nomination/Remuneration Committee and after receiving
Directors who possess knowledge, experience, and abilities the approval of the Board of Corporate Auditors.
Assessment of Board of Directors’ Effectiveness

Every year, all Gunze Directors and Corporate Auditors con- the Board of Directors were the subject of a survey con-
duct an assessment on the effectiveness of the Board of ducted by the Company, and as they responded directly to
Directors as well as their own performance as Company an external organization, they were assured anonymity in
officers. They submit their results to the Board of Directors, their responses. Based on the analysis and advice from the
which in turn analyzes and evaluates the overall effective- external organization on the aggregate results, the results
ness of the Board based on the aggregate results. In March were reported, discussed, and evaluated at the annual
2023, all Directors and Corporate Auditors who comprise meeting of the Board of Directors held in May 2023.

Analysis and Evaluation Process

1 ) Evaluation Items (total of 40 questions)

All Directors and Corporate Auditors are surveyed and the results aggregated
L J © Composition of the Board of Directors

(size and diversity)

® Operations of the Board of Directors

Analyses and evaluations are conducted by the Board of Directors (agenda items, meeting frequency, agenda

\ / materials, open and active discussion, deliber-
ation time, etc.)

© Discussion and monitoring functions of the
Board of Directors

O Support system and training for Directors and

s ) Corporate Auditors

Initiatives are implemented for improvement (staffing system for supporting activities, pro-

L J vision of training opportunities)

Discussions are held regarding issues and future initiatives for enhancing effectiveness

¢ Based on the survey responses, the Board of Directors received a generally positive evaluation in
terms of composition, operations, agenda items, execution of individual roles, and mutual supervi-
sion, among others. Furthermore, taking into consideration changes in the evaluation results fol-
lowing employment of the external organization and comparisons with the previous year'’s
evaluation and external data, we believe that the effectiveness of the Board of Directors as a
whole has been ensured in a continuous manner.

¢ |In addition to addressing ESG and implementing sustainability initiatives, both of which are posi-
tioned as key issues in the Medium-term Management Plan, strengthening oversight of risk man-
agement and internal control systems; invigorating discussion on management strategies and
other important management issues; and feedback regarding the status of dialogue with share-
holders (investors) were recognized as important in that they are ongoing issues for improving the
effectiveness of the Board of Directors. In response, we will consider more effective actions and
continue to engage in solutions.

Evaluation Results
for Fiscal 2022

Gunze Integrated Report 2023

59

(4]

juswabeuepy 9|gels 10} dueUIBA0D



60

Director and Corporate Auditor Training

Immediately after taking on their posts, newly appointed
directors of the Company, including independent outside
directors, are required to participate in training programs
offered by the director in charge of legal affairs and com-
pliance or external attorneys at law. They are also to be
informed about the Gunze Group’s management strate-
gies, financial positions, and other important matters by
the President or director(s) in charge of executing busi-
ness operations or other executives named by the

Succession Plan

President. Moreover, to fulfill their respective roles, the
Directors and Corporate Auditors of the Gunze Group are
required to proactively collect information regarding the
Gunze Group's financial positions, legal and regulatory
compliance, corporate governance, and other matters.
They must also continuously strive to improve their
knowledge and skills. Expenses required for participating
in external training and seminars are borne by Gunze as
claimed.

Formulating the President’s Succession Plan

1. Under the recognition that the development of a suc-
cessor for the President is an important matter for man-
agement, following deliberations by the Nomination/
Remuneration Committee, the Board of Directors formu-
lates a succession plan that specifies qualifications for the
post of president and a candidate development policy,
and provides final approval for the plan.

Executive Remuneration System

2. The Board of Directors shares this president succession
plan among all members of the Board, periodically confirms
the results of examinations and deliberations regarding the
development status of senior management with the poten-
tial to succeed the President made by the Nomination/
Remuneration Committee, and determines a candidate for
succeeding the President in accordance with the succession
plan when the current President steps down from this post.

Under the current Executive Remuneration System, we
have increased the ratio of performance-linked compen-
sation as an incentive to maximize corporate value.
Moreover, the key performance indicator (KPI) used to
calculate the amounts for bonuses reflects Gunze Value
Added (GVA: operating profit before income taxes + divi-
dends - year-end investment capital x WACC), which

KPI of the Executive Remuneration System

Remuneration type KPI (performance indicators)

prioritizes performance evaluations. Meanwhile, the KPI
used to calculate stock-based compensation reflects the
relative evaluation between Total Shareholders’ Return
(TSR) and TOPIX, as well as an evaluation that examines to
what extent Companywide CO: emission reduction tar-
gets have been achieved as an ESG evaluation index.

Bonus e Reflect the GVA for each fiscal year

¢ Reflect relative evaluation of TSR (Total Shareholders’ Return) and TOPIX for each fiscal year
* Reflect degree of achievement of Companywide CO: reduction goals as ESG evaluation indices

Stock compensation

Officer Remuneration, etc.

Total amount of

Remuneration type remuneration

Total amount of remuneration by type (millions of yen)

Number of eligi-

(m illions of yen) Fixed compensation Percfg;gae:csea-tlir:ed Non-monetary compensation ble officers
Directors (excluding outside Directors) 177 38 35 6
Corporate Auditors (excluding outside 24 _ _ 2
Corporate Auditors)
Outside Directors 21 - - 3
Outside Corporate Auditors 14 - - 2
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Promoting Compliance

Corporate Governance

The Gunze Group recognizes the importance of compli-
ance in order to realize its basic management policy of
“sustainably boosting corporate value.” Legal & Compliance
regularly conducts necessary education and training and
streams training videos on the Company's intranet for
members, for example, in an effort to convey an appropri-
ate understanding of compliance. In fiscal 2022, we
began holding hybrid training programs for new employ-
ees consisting of e-learning purchased from an external
company and in-person training conducted by lecturers
from Legal & Compliance. In addition, we now hold fol-
low-up training to share Gunze's sense of ethics, to
deepen the understanding of insider trading regulations
and of cautionary points regarding social media use, and
to enhance the awareness of compliance.

In addition, consultation regarding compliance and other
issues is available through the “Advice Hotline,” and is
handled discreetly and with consideration for the privacy
of involved parties. We have also established an external
whistleblower hotline staffed by outside attorneys, and
have secured a route for attorneys to report directly to

Strengthening the Risk Management System

corporate auditors in the event of a report of a fact that
falls under the category of whistleblowing. In fiscal 2022,
there were no consultations or reports subject to public
interest reporting at the external reporting desk.

Breakdown of Reporting and Consultation

. Fiscal 2021 Fiscal 2022
ases - "
Hotline Externzl ersekportmg Hotline Externzlersel?omng
Workplace
relationships 7 0 6 0
Sexual harassment 0 0 1 0
Power harassment 3 1 7 1
Facts subject to
whistleblowing 0 0 0 0
Others 4 0 4 0
Total 14 1 18 1

The Gunze Group has established a Risk Management
Committee based on the “Risk Management Regulations”
used to prevent risks in general and respond appropri-
ately to unforeseen situations and contingencies. The
most serious risks are governance of overseas subsidiaries,
compliance with labor-related laws, prevention of harass-
ment, compliance with antitrust and subcontracting laws,
and compliance with the Pharmaceutical and Medical
Device Act and clinical research laws in the medical busi-
ness, as well as securement of transparency. In response,
we have been taking action to minimize each of these
risks. The Risk Management Committee met four times in
fiscal 2022, during which it received monitoring result
reports from the main departments designated to take
charge of each of these risks, verified the execution status
of countermeasures, and discussed and determined
future action. In regard to the risks of raw material price
fluctuations and supply disruptions due to changes in
international relations, the Risk Management Committee
collects information on and ascertains the risks faced by
each business division, after which the head office and
business divisions work in unison on risk management
efforts.

Moreover, a risk has emerged regarding social credibility
loss due to the increasing numbers of violations of the Act
against Unjustifiable Premiums and Misleading
Representations and of the Pharmaceutical and Medical
Device Act, as well as to the increasing frequency of

inappropriate expressions, resulting from the apparel
business’s efforts to promote greater sales through
e-commerce channels. In regard to this risk, the Risk
Management Committee will engage in activities that
mitigate such risks across business divisions and that
increase corporate value on an ongoing basis, namely
through training organized by Legal & Compliance and
through internal database inspections conducted by rep-
resentatives from multiple divisions, for example.

Risk Map

Raw material price fluctuations
and supply disruptions

Foreign
exchange

Human rights
Overseas subsidiary governance

.

Labor-related laws

Medical related |

92Ua44Nd2Q }JO |e1jualod ﬁ

-
subcontracting laws
[ J
PY [ J [ J
[ J

L J§y 1 | 2 [ 3
Degree of Impact ——————3>
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Roundtable Discussion between Outside Directors

Enhancing the Gunze Group’s Corporate Value
as a Part of Efforts to Realize VISION 2030

Hiroe Nakai
Outside Director

The Gunze Group has received a growing
number of requests to improve the speed
of its management decisions during discus-
sions with investors. What are your
thoughts on these frontline deliberations
from an outside perspective?

Nakai: Gunze is sometimes said to lack a sense of speed
when it comes to implementing new initiatives. To the con-
trary, | believe that the Company frequently identifies issues
at an early stage, often looks for a response, and acts swiftly
once an appropriate solution is found. Regrettably, this pro-
cess is not visible from the outside, and as such may appear
to lack sufficient speed. Disclosure and dialogue with inves-
tors regarding the decision-making process can be difficult,
but is an issue that must be improved.

Kida: While steps are taken to put forward and steadily
implement business strategy plans by business division to
secure positive GVA, undertaking the management of tar-
gets within each business division runs the risk of slowing
the decision-making process as divisions that are forced to
drive overall growth become overly cautious. Taking into
consideration such factors as the level contribution to the
Company as a whole and the potential of the market, | am
also concerned that delays may arise when determining
whether or not to withdraw. | believe that the speed at
which decisions are made can be improved if management
resources are allocated in line with a clearly defined business
portfolio and management routinely discusses the criteria for

Gunze Integrated Report 2023

Osamu Kujiraoka
Outside Director

Rie Kidar

Outside Director

key issues, including whether to invest aggressively or con-
sider withdrawing from a business.

Kujiraoka: | have participated in discussions on such issues
as plans and prospects for business initiatives, and can attest
to the fact that management has frequently expressed an
awareness toward the need for speed and expectations for
timely reporting. | often feel that such themes as the launch
of a new business or business expansion are naturally carried
out with a sense of speed because of their forward-looking
nature, and that even themes that entail the restructuring
and review of existing businesses prioritize speed commen-
surate with plans. Having said this, hasty decision must of
course be avoided at all cost.

If Gunze’s image as a prudent, earnest, and staid company is
creating concerns surrounding a lack of speed, steps should
be taken to showcase the Company’s ability to engage
promptly in business activities on a daily basis.

Hiroe Nakai
Outside Director

Outside Director since 2018. Ms. Nakai
applies her objective viewpoint to the
management of the Gunze Group based
on her ample experience and insightin a
wide range of fields, including corporate
legal and general civil affairs as an
attorney.

P Career details P. 66 > Management Team

Gunze is engaging in management that
emphasizes the cost of capital. As far as
management activities are concerned, what
do you think is necessary to further increase
corporate value?

Nakai: Gunze's PBR ratio has fallen below 1x, indicating a
low evaluation of the Company’s value and its potential for
improvement. In addition to our current earnings, we must
demonstrate to the market the potential for sustained
growth in Gunze's corporate value going forward. Gunze is
engaged in a wide range of circular factory, net zero factory,
and other pioneering initiatives. It is vital that the Company
quantifies and highlights the value of these initiatives in a
definitive and easy-to-understand manner while showcasing
its future.

Kujiraoka: Gunze has developed a variety of businesses since
its foundation and continues to focus on creating new busi-
nesses. This kind of consistent effort is essential for the sur-
vival of a company. | am acutely aware of Gunze's fervent
efforts to improve the profitability of its business, effectively
utilize its assets, and otherwise enhance its corporate value.
Nevertheless, | believe that the Company must also commu-
nicate details of its accomplishments since its foundation to
the present day and garner the market's understanding and
acceptance to enhance its corporate value.

Kida: To further increase its corporate value, it is imperative
that the Company invest in R&D and human capital to accel-
erate the pace of high value-added business creation,
increase quantity, and improve quality. It is equally important
to prioritize investments in both growth and high profitability
fields as a Group-wide strategy that looks beyond the income
and expenditures of individual business divisions. Profit mar-
gins in the apparel business, a mainstay of the Group's sales,
have struggled in recent years. Improving profit margins is
therefore a pressing issue. Looking beyond the conventional
confines of a manufacturer to make a quality product, |
believe the Company must not only improve the efficiency of
its organization and facilities, but also further accelerate its
D-to-C activities (its sales strengths) and implement a brand
strategy that once again clarifies the value of the Gunze
brand to become the preferred choice of customers.

What is needed to increase new growth
areas following the medical business, which
is responsible for driving growth?

Kujiraoka: I look forward to Gunze's vibrant and dynamic
efforts to create growth fields. Creating new markets and

Osamu Kujiraoka
Outside Director

Qutside Director since 2019. Leveraging his
career as an executive officer of a publishing
company, Mr. Kujiraoka applies his objective
viewpoint to the management of the Gunze
Group based on his broad knowledge, espe-
cially in the medical field, one of the
Company'’s high-growth businesses.

P> Career details P. 66 > Management Team

high value-added products requires both a market-in and
product-out approach. In addition to a market-in approach
that addresses market needs, | believe that a product-out
approach that utilizes the Company'’s potential is also essen-
tial in creating new markets with amazing products.
Providing comfort is an area in which Gunze maintains a
competitive edge. With this in mind, | believe there are areas
of growth where diverse businesses are connected.

Kida: To reiterate, Gunze must actively invest in R&D and
human resources. It is important that the Company foster a
corporate culture that encourages its employees to develop
new businesses and take on new challenges, and to provide
training while establishing related challenge and evalua-
tions. In this so-called era of volatility, uncertainty, complex-
ity, and ambiguity (VUCA), rapid social change, and
difficulties in predicting the future, | believe it is important
for the Company to adopt a give-it-a-go approach.
Regardless of past successful practices, customs, and organi-
zational decision-making procedures, | am convinced that
Gunze will be better served by responding to change in a
flexible and timely manner. In adopting this give-it-a-go
approach, the Company can then identify and nurture seeds
of future growth. Every effort should be made to foster an
organizational culture that has the courage to take on new
challenges and to learn from and make the most of any sub-
sequent failures going forward.

Nakai: As Japan becomes an increasingly super-aged society,
the medical field will inevitably expand. Extending Gunze's
gentle to the skin concept and technologies to people’s
well-being as a whole will help further distinguish the
Company from its competitors. Inspired by the goal of help-
ing others through quality products, Gunze is more likely to
uncover new needs by closely aligning itself to those who are
ill or who have become less active through age. With this in
mind, | believe that the challenge facing Gunze is to make the
world widely aware of its ongoing efforts to provide quality
products in the medical field by utilizing its technological
capabilities. Medical care is an issue that continues to be
questioned irrespective of national boundaries, and global
expansion will be the key to Gunze's next leap forward.

Gunze has outlined a strategy to actively
engage in D&I in its VISION 2030. What are
your thoughts on current conditions and
what challenges do you see for the future?

Nakai: Various organizations in Japan have made little prog-
ress and continue to lag behind other countries with respect

Rie Kida

Outside Director

Outside Director since 2020. Ms. Kida
applies her objective viewpoint to the
management of the Gunze Group based
on her ample experience and broad
knowledge especially in the field of
B-to-C transactions and women's
empowerment.

»> Career details P. 66 > Management Team
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to gender equality. Gunze is one of the companies that has
struggled with this issue, and we are currently seeing serious
efforts implement appropriate measures. Despite these
endeavors, the Company still has a long way to go to achieve
its target ratio of 20% or higher women in managerial roles
by 2030. In similar fashion to its male employees, Gunze
must put in place a workplace environment in which its
female employees can feel equally fulfilled and maintain bal-
ance with their personal lives if it is to achieve this target. In
addition, it is important to have a corporate culture that
encourages employees to return to the Company after tak-
ing maternity or childcare leave, or for some other reason.
Meanwhile, amid this corporate culture, it is also important
to actively recruit mid-career workers in a bid to instill a
breath of fresh air. This initiative is directly related to Gunze's
development and expansion as well as the promotion of D&.
Kujiraoka: New ideas and flexible approaches are a byprod-
uct of diversity. Each in turn helps to foster a new corporate
culture and enhance corporate value. While discussions
regarding the empowerment of women have been active
during Board of Directors’ meetings, dialogue on D&l is very
much in the infancy stage. Gunze must promote in-depth
discussions on diversity, including foreign national employ-
ees. | also see the need to avoid developing the Group’s
overseas business as something special. The Group's overseas
business should be positioned as just another part of Gunze's
overall business and on an equal footing with the Group’s
domestic operations. | sometimes hear people say that “oth-
ers are also addressing the issue” or “we must..." in response
to concerns surrounding D&, including the SDGs. | would
argue that adopting a positive approach is important efforts
and will lead to real benefits.

Kida: When asking whether the organization is fully utilizing
the individual capabilities of its diverse human resources in
terms of such aspects as gender, age, and nationality, a look
at various indicators would suggest the Company has a way
to go. One key indicator, the ratio of women in managerial
roles, for example, remains low at 5.1%. A look at the
Group's endeavors to date and current circumstances clearly
indicate that a solution is unlikely to be found overnight.
Here, | believe the Company should prepare and thoroughly
communicate both internally and externally a roadmap for
the next eight years, employing a backcasting method, in
order to achieve its VISION 2030 target of a 20% or higher
ratio of women in managerial roles. | also believe that
women must take the initiative in proposing and

Gunze Integrated Report 2023

Roundtable Discussion between Outside Directors

implementing career plans. On a personal note, | would like
you to take on the role of generating and disseminating
ideas for the success of diverse human resources, not limited
to those of one gender or the other.

What qualities do you think are necessary
for management executives, and what skills
and experience should be refined to
achieve these qualities?

Kida: GUNZE has its own distinctive pillars of business, and
management executives are made up of people who are
well-versed in each of these fields. Looking beyond the con-
fines of an individual business division, | believe it is important
for management executives to have the perspective, knowl-
edge, and conceptual ability to create synergies as well as for-
mulate and execute growth strategies for the Group as a
whole. With a view toward broadening the pool of manage-
ment executive candidates, Gunze must provide opportuni-
ties to actively participate in internal and external training,
workshops, and networking while putting in place an envi-
ronment in which candidates can gain experience from an
early stage, including rotation among business divisions.
Nakai: In order for Gunze to grow dramatically in the future,
it is vital that it break free from the status quo and expand its
business. To achieve this, management executives must pos-
sess the ability to anticipate, nurture, and deliver the next
businesses to society. Moreover, while a diverse range of
human resources is necessary for the development of an
organization, coaching skills are also required to organize
and nurture human resources. The ability to grow resides not
in the leader, but is an inherent subordinate quality. The key
here is to properly uncover this ability, build relationships of
trust, and provide a source of encouragement. While these
attributes are innate, | believe they can be created through
multifaceted learning and experience.

Kujiraoka: The significance of the SDGs lies in the concept of
involvement and cooperation. | believe that considerable
coordination is required to achieve sustainable growth. Over
and above this collaboration, cooperating with unexpected
partners from different industries through various means,
including business expansion through M&As in certain
instances and entering new businesses, as well as interaction
with local residents are also of importance. Looking ahead, it
is important for future management executive candidates to
gain experience by going out and meeting a variety of peo-
ple and exchanging opinions.

Messages from Newly Appointed Outside Corporate Auditors

Two outside corporate auditors were newly appointed in fiscal 2023.

Each outside corporate auditor expressed his expectations and aspirations for the Gunze Group.

I am committed to the sustainable development of the Gunze Group.

What do you think are the attributes of a good company?

There are a number of attributes that | believe constitute a good company. These include
sound results, outstanding product and service quality, high salary levels, generous returns to
shareholders. First and foremost, however, a good company is one in which employees can
enjoy and take pride in their work.

There are four states that make people happy: to be loved, praised, useful, and needed. |
have heard that at least three of these states can be obtained through work. Playing an
active and positive role in a workplace environment where an employee’s attributes are val-
ued and employed in a manner that contributes to society as a whole will inevitably fulfill the
states of praise, use, and need. In this day and age, prerequisites for a company to engender
feelings of joy and pride are robust corporate governance and the trust of society. Chapter 2
of the Gunze Group's Corporate Governance Code calls for appropriate collaboration with
stakeholders other than shareholders as well as the formulation of a management philosophy
to underpin the enhancement of corporate value over the medium to long term together
with the implementation of a corporate code of conduct. In this regard, Gunze's corporate
principles that underscore a people-oriented approach, a commitment to quality, and har-
monious coexistence have remained deeply rooted throughout the Company since its foun-
dation. With this in mind, I am confident that Gunze adheres strictly to the principles of
governance. Looking to the future, it is important that the Company tackle the need to pass on
this history and its traditions to the next generation.

Immediately after my appointment as an outside corporate auditor, | received a booklet
titled Gunze's Motto, which outlines action guidelines for putting the spirit of the Company’s
founding into practice. With the founding philosophy engraved in my heart, | will do my
utmost to contribute to the sustainable development of the Gunze Group.

i
Koji Funatomi
Outside Corporate Auditor

Mr. Funatomi has ample experience
as a tax accountant and professional
knowledge regarding finance and
accounting, and is expected to
appropriately perform his duties
independently and from an objec-
tive perspective with regard to the
Company'’s financial and accounting
position.

P Career details P. 66 - Management Team

Leveraging my knowledge of the law, | will work to support the Gunze Group.

After reading the Company’s Annual Securities Report and Integrated Report 2022, | was
impressed by the way GUNZE earnestly confronts difficult management issues while adher-
ing to its management philosophy and traditions since its founding. | am equally impressed
by the Company’s stance toward corporate governance and compliance, its efforts to address
environmental issues, and willingness to change what needs to be changed while preserving
those features that continue to serve it so well. Amid the uncertain economic environment, |
believe that management will continue to confront difficult conditions for some time to
come. In order to achieve VISION 2030, | am convinced that the Company must adapt to
changes in the market and environment, while at the same time, maintaining sustainable
management.

As an attorney, | have been privileged to work with a wide variety of companies. My role is to
provide the Board of Directors with advice on such matters as risk management systems and
compliance from a legal perspective. Through these means, | hope to support the Group
achieve the sustainable growth set forth in VISION 2030.

EEESeSSRSsEsT

[/

Norihito Naka

Outside Corporate Auditor

Mr. Naka has professional knowl-
edge and ample practical experi-
ence as an attorney, and is expected
to appropriately perform his duties
independently and from an objec-
tive perspective with regard to the
Company's compliance.

P Career details P. 66 > Management Team
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Management Team

(As of June 23, 2023)

Directors and Corporate Auditors

1
Atsushi Hirochi

2
Toshiyasu Saguchi

3
Hiroe Nakai

4
Osamu Kujiraoka

Representative Director, Chairman
Date of Birth January 11, 1960

Joined Gunze in 1983. Engaged in all aspects of
business at the Apparel Company. After serving
as Director, Corporate Officer, and Company
President of the Apparel Company as well as
General Manager of the Management &
Strategy Department, served as President,
Representative Director from April 2017 to June
2021. Appointed Chairman and Representative
Director, Gunze in June 2021.

Shares held: 17,989

9
Hirokazu Sawada

Representative Director, President and
President Corporate Officer
Date of Birth November 14, 1961

Joined Gunze in 1984. Engaged in all aspects of
business at the Plastic Film Company. After serv-
ing as Director, Corporate Officer, and Company
President of the Plastic Film Company as well as
General Manager of the Management &
Strategy Department, appointed Representative
Director, President, and President Corporate
Officer, GUNZE in June 2021

Shares held: 10,956

10
Tomio Suzuki

Outside Director

Date of Birth May 20, 1961

Registered as an attorney at the Osaka Bar
Association in 1988. Established Hinata Law
Office and appointed Representative Attorney in
2011. Appointed an outside auditor at Kansai
Paint Co,, Ltd. in 2016. Appointed a Director at
GUNZE in June 2018.

Shares held: 1,300

11
Koji Funatomi

Outside Director

Date of Birth September 25, 1955

Joined Nikkei Inc. in 1978. After serving as
President and CEO, Nikkei Meical Publishing Inc.
from 2015, appointed a Director at GUNZE in
June 2019. Appointed President, Dakuon Co,,
Ltd. in 2019.

Shares held: 1,000

12
Norihito Naka

Director and Corporate Officer

General Manager, Finance &
Accounting Department

Date of Birth March 11, 1965

Joined Gunze in 1988. Involved in all aspects of
administration. After serving as Corporate
Officer, Deputy President of the Plastic Film
Company, appointed Director, Corporate Officer,
and General Manager of the Finance &
Accounting Department in June 2023.

Shares held: 1,379

Standing Corporate Auditor
Date of Birth March 20, 1964

Joined Gunze in 1986. Involved in all aspects of
accounting and administration. After serving as
Corporate Officer, General Manager Personnel &
General Affairs Department, appointed
Corporate Auditor, GUNZE in June 2021.

Shares held: 1,918

Outside Corporate Auditor

Date of Birth March 29, 1961

Joined Japan's National Tax Agency in 1983.
Appointed Outside Corporate Auditor, J.5.8. Co.,
Ltd. in 2022. Appointed Chief Audit
Commissioner, lzumi City in 2022. Appointed
Corporate Auditor, GUNZE in June 2023.

Shares held: —

Outside Corporate Auditor
Date of Birth September 11, 1961

Registered as an attorney at the Osaka Bar
Association in 1991. Appointed Outside
Corporate Auditor, NOAH Company Limited in
2010. Joined Kaneko, Naka & Morimoto Law
Firm in 2023, appointed Representative
Attorney. Appointed Corporate Auditor, GUNZE
inJune 2023.

Shares held: -

5 6 7 8
Rie Kida Makoto Kumada Katsuhiko Oikawa Ryoji Kawanishi
Outside Director Director and Managing Corporate Director and Corporate Officer Director and Corporate Officer

Date of Birth May 27, 1969

After serving as Managing Director, RESCO
FORMATION Inc. from 2009, appointed
Representative Director, Women's Feelings
Marketing Laboratory Inc. in 2013. Appointed a
Director at GUNZE in June 2020.

Shares held: 400

13
Shinichiro Morita

Corporate Auditor
Date of Birth June 13, 1957

Joined Gunze in 1988. Appointed Corporate
Officer, General Manager Medical Division in
April 2013. Appointed Corporate Auditor in June
2021. Appointed Outside Auditor, NITOSEIKO
€O, LTD. In 2023.

Shares held: 3,996

Officer

Representative Director and President,
Gunze Development Co,, Ltd

Date of Birth July 24, 1961

Joined Gunze in 1984. Involved in all aspects of
accounting and administration. Appointed
Director, Corporate Officer and General
Manager of the Finance & Accounting
Department in June 2017. Appointed Director,
Managing Corporate Officer, and President and
Representative Director, Gunze Development
Co,, Ltd. in April 2023.

Shares held: 5,465

13 10

General Manager, Research &
Development Department

Date of Birth April 12, 1963

Joined Gunze in 1986. Involved in all aspects of
business segment, headquarters, and R&D oper-
ations. Appointed Director, Corporate Officer,
General Manager of the Research &
Development Department in June 2016.

Shares held: 4,948

11 12 7

President, Apparel Company

Date of Birth December 7, 1962

Joined Gunze in 1986. Involved in all aspects of
accounting and administration. Appointed

Director, Corporate Officer, and Company
President of the Apparel Company in June 2021.

Shares held: 2,539

d
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Managing Corporate Officers Corporate Officers

Katsuhiko Kimura  Takahiro Oka Nobuya Oka Kazunari Saho Tomohisa Okuda Hiroko Yoshika Yuji Hanaoka Shojiro Matsuda Makoto Ogura
General Manager, Engineering General Manager, Corporate General Manager, Threads General Manager, General Manager, Technology & General Manager, Intellectual Property President, Plastic Film Company General Manager, Medical Division General Manager, Personnel &
Plastics Division Strategy Department & Accessories Division Mechatronics Division Development Department - Legal Department General Affairs Dept.
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Summary of Consolidated Eleven-Year Financial and Non-financial Performance

(As of March 31, 2023)

FY2012 i FY2013 i FY2014  ©  FY2015  :  FY2016 . FY2017  ©  FY2018  :  FY2019  ©  FY2020  :  FY2021  :  FY2022  : Year-on-year

Results for the year

Net sales (Millions of yen) 132,373 142,425 141,172 138,324 136,579 140,521 140,706 140,311 123,649 124,314 136,030 9.4%

Operating income (Millions of yen) 1,710 4,375 3,084 3,662 4,206 6,239 6,690 6,746 4,673 4,880 5,812 19.1%

Profit attributable to owners of parent (Millions of yen) -1,161 2,508 3,215 -1,201 3,102 3,486 4,087 4,387 2,147 2,939 4,501 53.1%

Financial position at year-end

Total assets (Millions of yen) 163,328 166,544 175,331 169,749 169,460 171,273 169,632 166,633 159,629 158,216 165,927 4.9%

Interest-bearing debt (willions of yen) 30,646 24,856 29,546 31,407 28,469 28,374 26,242 25,067 17,613 11,029 15,426 39.9%

Shareholders’ equity (Millions of yen) 107,600 112,357 115,643 105,158 108,153 11,141 109,506 107,566 113,554 112,903 115,757 2.5%

Equity ratio (%) 65.9 67.5 66.0 61.9 63.8 64.9 64.6 64.6 711 71.4 69.8

Cash flows

Net cash provided by (used in) operating activities 12,343 13,753 9,512 11,775 13,832 9,007 11,491 13,688 8,595 9,155 1,794

(Millions of yen)

Net cash provided by (used in) investing activities 7,564 5,414 19,240 12,046 7,834 5,954 7,373 8,262 1,169 6,806 5,920

(Millions of yen)

Free cash flows (Millions of yen) 4,779 8,339 272 271 5,998 3,053 4,118 5,426 9,764 15,961 -4,196

Net cash provided by (used in) financing activities 5,100 8,303 1,726 1,274 4116 1,783 5,483 4,886 9,335 12,358 1,007

(Millions of yen)

Management indicators

ROA (%) 1.0 2.7 1.8 2.1 25 3.7 3.9 4.0 29 3.1 3.6

ROE (%) -1.1 2.3 2.8 -1.1 29 3.2 3.7 4.0 1.9 2.6 3.9

Per share information

Net income (loss) (Yen) -60.60 130.88 167.81 -63.90 165.95 189.30 225.60 245.00 120.94 168.93 261.38

Total net assets (Yen) 5,613.46 5,863.45 6,038.71 5,624.41 5,784.83 6,084.46 6,059.06 6,061.10 6,419.62 6,535.42 6,789.78

Dividends (Yen) 75 75 75 85 75 90 110 115 115 140 147

Payout ratio (%) — 57.3 44.7 — 45.2 47.5 48.8 46.9 95.1 82.9 56.2

Others

Capital investments (Millions of yen) 6,930 6,768 6,005 8,586 9,739 5,536 7,346 5,380 7,845 5,947 9,597

Depreciation (Millions of yen) 7,587 6,288 6,830 6,604 6,862 6,528 6,650 6,502 6,289 6,191 5,894

R&D expenses (Millions of yen) 3,293 3,189 3,346 3,135 3,074 3,000 2,824 2,953 2,752 2,576 2,501

Number of employees (consolidated) 8,285 7,629 7,354 6,858 7,038 6,754 6,607 6,185 5,808 5,692 5214

Number of employees (non-consolidated) 2,016 1,936 1,889 1,842 1,833 1,757 1,703 1,743 1,718 1,662 1,553

Segment information (Operating segments)

Net sales Functional solutions (Millions of yen) 49,538 58,235 59,689 56,171 50,195 50,828 53,234 56,361 49,673 56,138 60,340 7.5%
Apparel (Millions of yen) 69,991 70,461 67,635 68,164 71,629 74,012 72,609 69,491 62,640 57,197 60,986 6.6%
Lifestyle creations (Millions of yen) 13,867 14,497 14,537 14,635 15,168 16,122 15,285 14,945 11,976 11,576 15,327 32.4%

Segment Functional solutions (Millions of yen) 2,813 4,745 3,393 3,440 3,468 5,381 6,160 6,120 4,852 8,032 8,918 11.0%

prOﬁt Apparel (Millions of yen) 1,393 1,400 1,491 2,232 2,505 2,628 2,507 2,743 2,306 -557 -222 —
Lifestyle creations (Millions of yen) 1,044 1,367 1,257 1,221 1,322 1,386 1,241 1,187 482 453 705 55.5%

Environmental responsiveness

Total waste generated (Japan) (tons) 8,198 8,721 8,855 8,026 7,261 7,633 8,431 7,692 7,526 6,787 7,553

Corporate culture creation

Employment rate of people with disabilities (%) 2.00 227 239 2.28 223 2.05 2.40 2.10 223 2.07 2.20

Average length of service (years) 19.8 20.1 20.3 20.3 20.0 20.5 20.4 20.1 20.2 20.2 19.8

Number of occupational accidents (incidents) 15 27 25 34 26 39 28 42 29 37 32
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Company Profile and Stock Information

(As of March 31, 2023)

Company Profile

Company Name

Office

Date Established
Paid-in Capital

Main Businesses

Gunze Group Organization
Number of Employees

Main Banks

Stock Information

GUNZE LIMITED

e Osaka Head Office: Herbis Osaka Office Tower, 2-5-25, Umeda, Kita-ku, Osaka 530-0001,

Japan TEL: 81(6) 6348-1313

¢ Registered Head Office: 1 Zeze, Aono-cho, Ayabe, Kyoto 623-8511, Japan

¢ Tokyo Office: TOKYO SHIODOME BUILDING, 1-9-1 Higashi-Shimbashi, Minato-ku,
Tokyo 105-7315, Japan TEL: 81(3) 4485-0000

August 10, 1896

26.1 billion yen

* Functional Solutions
¢ Medical

® Apparel
o Lifestyle Creations

58 companies (including Gunze and affiliates)

Gunze Limited (non-consolidated) : 1,553  Gunze Group (consolidated) : 5,214

MUFG Bank, Ltd., Mizuho Bank, Ltd., Bank of Kyoto, Ltd.

Breakdown of Shares by Shareholder Category

Closing Data

Ordinary General Meeting of
Shareholders

Total Number of Authorized
Shares

Number of shares issued and
outstanding

Number of shareholders
Stock listings

Number of shares per
trading unit

Accounting Auditor

March 31

June
50,000,000

17,293,516

26,348

Tokyo Stock Exchange Prime
Market (Securities Code 3002)

100

Kyoritsu Shinmei Audit
Corporation

Major Shareholders (top 10)

M Japanese financial
institutions

40.0%

M Financial instruments

1.6%

M Individuals and
others

34.9%

M Other Japanese
Corporations

8.0%

* The pie graph shows percentages against the total number of shares issued
and outstanding.

M Foreigners

15.5%

Shareholders

Number of shares held

} Shareholding ratio
(thousand issues) 3 (%)

Custody Bank of Japan, Ltd. 2,520 14.79
The Master Trust Bank of Japan, Ltd. 2,072 12.16
The Bank of Kyoto, Ltd. 587 3.45
Gunze Group Employee Stock Ownership Plan 476 2.79
National Mutual Insurance Federation of Agricultural

Cooperative 451 2.65
DFA INTL SMALL CAP VALUE PORTFOLIO 306 1.80
MUFG Bank, Ltd. 297 1.74
The Dai-ichi Life Insurance Company, Limited 290 1.70
GSI Creos Corporation 271 1.59
Gunze Business Partner Shareholding Association 207 1.22

1. Held shares are rounded down to the nearest thousand.
2. Gunze holds 247 thousand treasury shares, but is not included in the above list of major shareholders. Moreover, the shareholding ratio is calculated using
17.046 million shares, which do not include treasury shares, as the denominator.
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Business Locations

[JAPAN] Main Factories and Subsidiaries in Japan

Osaka Head Office (Kita-ku,Osaka)
Registered Head Office (Ayabe-shi,Kyoto)
B Tokyo Office (Minato-ku,Tokyo)

ﬂ Moriyama Plant (Plastic Films: Moriyama-shi,Shiga)

M Functional solutions M Medical M Apparel

FJ Miyazu Plant
(Innerwear: Miyazu-shi,Kyoto)

[E] Yanase Plant
(Innerwear: Asago-shi,Hyogo)

i) Tohoku Gunze Co.Ltd.

(Innerwear: Sagae-shi,Yamagata)

10
Konan Plant (Engineering Plastics: Konan-shi,Aichi)
B 9 9 ﬂ ﬂ E

[ Fukushima Plastics

(Plastic Films: Motomiya-shi, Fukushima)

Ayabe Plant (Medical Materials: Ayabe-shi,Kyoto)

[G LO BAL] Main Factories and Subsidiaries Outside Japan

Gunze Hanoi Co., Ltd [l
Gunze (Vietnam) Co., Ltd. [l

Gunze Plastics & Engineering [ ]
of Vietnam Co., Ltd.

Gunze International il
Europe GmbH

m Kyusyu Gunze Co.Ltd.
(Legwear: Kobayashi-shi,Miyazaki)

[F) Tsuyama Gunze Co. Ltd. 1]
(Thread and Accessories:
Tsuyama-shi, Okayama)

[ Functional solutions [ Medical M Apparel

M Gunze International Hong Kong, Ltd.

M Gunze Medical Devices (Shenzhen) Limited
M Gunze Engineering Plastics (Hong Kong)

| DongGuan Guan Zhi Electronics Ltd. B Gunze Plastics & Engineering

Corporation of America

[ DALIAN GUNZE FASHION GARMENTS
C0.LTD.
[ Beijing Aimer Gunze Apparel Ltd.

[l shanghai Gunze New Plastics Film Co., Ltd.
[l shanghai Gunze New Packaging Co., Ltd.
[ Gunze China Ltd.

[ Gunze (Shanghai) International Trading Co., Ltd.

M Gunze International USA, Inc.
[ Gunze Electronics USA Corporation

Gunze United Limited I

Thai Gunze Co,, Ltd. I

PT. Gunze Indonesia [l
PT. Gunze Socks Indonesia [l

[ ] Changshu Gunze Accessories Co., Ltd.
[ ] Taicang Gunze New Material Co., LTD.

/

¥ Gunze Taiwan Limited

About the GUNZE Integrated Report 2023

The Gunze Group has published integrated reports since 2018 to provide readers with a deeper understanding of the
Group's efforts to create value over the medium and long term. Based on this report, we have engaged in a series of
dialogues with stakeholders.

The GUNZE Integrated Report 2023, now in its sixth issue, outlines measures to realize management materiality, a prior-
ity theme identified in the Group’s Medium-term Management Plan VISION 2030 stage1, and introduces the Group's
sustainable management initiatives aimed at balancing economic and social value.

With the Corporate Communication Department playing a central role in the editing function, the GUNZE Integrated Report
2023 was prepared in collaboration with related departments. As the head of the Corporate Communication Department, |
attest to the legitimacy of the report’s production process and the accuracy of the information contained herein.

| hope that the GUNZE Integrated Report 2023 will be of use to all stakeholders in better understanding the Gunze
Group. Moving forward, we will continue to refine this report and strive to make it a valuable resource for communica-

tion with stakeholders.

Junko Nakashima

General Manager
Corporate Communications
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