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NEC NEC Corporation of America

June 21, 2024

Mr. Douglass Adams

Director of Research & Development
County of Hawaii

25 Aupuni Street, Suite 1301

Hilo, HI 96720

Re: APPLICATION FOR County of Hawaii Providers of Professional Services 2024-2025 SUBMITTED
ELECTRONICALLY: chresdev@hawaiicounty.gov

Dear Mr. Adams:

NEC Corporation of America (NEC) is pleased to submit this application to the County of Hawaii, regarding the
Notice to Providers of Professional Services 2024-2025, categories as follows:

e RD. 1) Community Planning (Community and Economic Development, Community Engagement, Culture
and Indigenous Data Science, Strategic Planning, Sustainability Systems)

e RD.2) Community Planning (Grant Writer)

e RD.3) Community Planning (Public Relations and Event Planning)

e RD.8) Food Technology

e RD.9) General Education and Training

e RD. 10) General Engineering (Energy)

¢ RD. 12) Operation Research

NEC America is a subsidiary of NEC Corporation, a $25 billion organization established in 1961 and based in Tokyo,
Japan. We have extensive experience working throughout the United States, India, Singapore, Hong Kong, Japan,
United Arab Emirates, Saudi Arabia, Mexico, and Brazil, and others. Our principal place of business in Hawaii is our
Honolulu office at 220 South King Street 9F, Honolulu, HI 96813, and the locations of our other offices can be found
at our website (https://www.nec.com/en/global/office/index.html). NEC America’s average number of employees in
recent years has been 500.

NEC appreciates the opportunity to apply to the County in accordance with Section 101D-304, in relation to the
services as noted in the attached FY25 Consultant Checklist.

This application describes NEC's capabilities and proposed contributions to County projects, including the
background of key staff:

- Chris Jackson, President and CEO, with 29 years of relevant experience including 2 as a principal in this firm,
and a BA in English & Sociology at the University of York, United Kingdom.

- Bart Beavers, Business Development Manager in the Honolulu Office, with 27 years of relevant experience
including 3 as a principal in this firm, and a BS in Business Administration from Creighton University.

- Masahiko Mack Nakagawa, Vice President, Corporate Business Development, with 23 years of relevant
experience including Wireless Network Solutions, Submarine Cables Technologies and Biometrics and Video
Analytics, with this firm and an MS in Management Information Systems from the University of Houston.

NEC Corporation of America ¢ Honolulu Office e 220 South King Street 9F e Honolulu, HI 96813
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This team coordinates closely with primary technical personnel:

Bill Carleton, Technology Director, with 20 years of relevant experience including 9 years with this firm and
a BA in Public Relations from Virginia Tech.

Sam Mita, System Engineer, with 28 years of relevant experience including 9 years with this firm and a BS in
Physics from Aoyama Gakuin University.

Andrew Edmiston, System Engineer, with 12 years of relevant experience including 6 years with this firm
and an AS, Specialized Business Computer Specialist, from YTI Carrier Institute.

Victor A. McNeal II, Project Manager of Technology Integration, with 17 years of relevant experience,
including 2 with this firm and an MS in Information Systems Management from Ashford University.

We have numerous clientele, including the following five clients who are serving as our references, including the
first two who were served by us in the last year:

1.

Institute of Human Services: Ms. Connie Michel, Directgor Phone: 808-447-2824

Coordinated Homeless Care ID (2023-2024): NEC together with our local partner, DataHouse developed
mobile application for the ID management platform for IHS and other homeless care service providers.

Central Pacific Bank: Mr. Paul Yonamine, Chairman Emeritus, Phone: 808-544-3773

Data Analytics for Central Pacific Bank (2023-2024): NEC worked consultation for the Central Pacific Bank's
data transformation and could digital data security.

Hawaii DOT: Mr. Ford Fuchigami, Airports Deputy Director, Phone: 808-721-5007

Hawaii Airport Thermal Screening Project (2019-2021): NEC installed thermal screening for elevated body
temperature detection. NEC's technology is deployed at the Daniel K. Inouye International Airport (HNL),
Kahului Airport (OGG), Lihue Airport (LIH), Ellison Onizuka Kona International Airport at Keahole (KOA) and
Hilo International Airport (ITO).

Hawaiian Telcom: Mr. Daniel Masutomi, Director of Network Planning & Engineering, Phone: 808-546-2534

Submarine Cable SEA-US Project (Service since August 2017): The SEA-US cable system links the five areas
and territories of Manado in Indonesia, Davao in Southern Philippines; Piti in the territory of Guam; as well
as Honolulu (on the island of Oahu), Hawaii; and Los Angeles, California in the continental U.S.

Hawaiian Telcom: Mr. Kalani Andrade, Senior Manager, Network Planning, Phone: Office 808-546-1355,
Mobile 808-782-3532

Unified Communication: NEC provides network and voice solutions to Hawaiian Telecom's hospitality and
other enterprise customers. NEC solution provides and combines multiple enterprise communications
channels, such as voice, video, personal and team messaging, voicemail, and content sharing.

NEC Corporation of America ¢ Honolulu Office e 220 South King Street 9F e Honolulu, HI 96813
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We look forward to discussing our application with you and your team. Should you have any questions or comments,
please contact Masahiko Mack Nakagawa via phone at (408) 234-0456 or via email at mack.nakagawa@necam.com.

Thank you for the opportunity to present this application for your consideration.

Sincerely,

| 3%

Masahiko Mack Nakagawa
Vice President, Corporate Business Development
NEC Corporation of America

NEC Corporation of America e Honolulu Office 220 South King Street 9F e Honolulu, HI 96813
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NEC creates the social values of safety, security, fairness

and efficiency to promote a more sustainable world where

everyone has the chance to reach their full potential.

NEC Way

Purpose

Code of
Values

Code of
Conduct

The NEC Way is a common set of
values that form the basis for how the
entire NEC Group conducts itself.

Our Stance as a Company

Purpose

\Orchestrating a brighter world

NEC creates the social values of safety, security, fairness and efficiency to
promote a more sustainable world where everyone has the chance to reach
their full potential.

Principles

The Founding Spirit of “Better Products, Better Services,” Uncompromising
Integrity and Respect for Human Rights, and Relentless Pursuit of Innovation

Our Stance as Good Businesspeople

Code of Values
Code of Conduct

NEC Integrated Report 2022

By putting the NEC Way into practice,
we will create social value. ~

Since its founding, NEC has worked to prowde social value by putting forth
'83:F A3,
its own unique approach to each era. it i




2 NEC Integrated Report 2022 3

\Orchestrating a brighter world

NEC 2030VISION

NEC aims to realize social value creation based on its Purpose. To accomplish this, we need to

think deeply about how society can ensure that everyone will have the chance to reach their i

full potential. In our view, people find themselves in a three-layered domain, consisting of the Bringing peop!e‘ \_‘_',
Environment layer, the foundation for all activities; the Society layer, where national and local togEther an,d f[lllng A L/
governments operate and economic activity takes place; and the Life layer, which covers our each day with Inspiration

. .. . y . . . that meet the diverse values of consumers
activities; Communication, which links people and things; and Business, which supports
industry and society and provides people with a means to fulfill their purpose. Together with
« Fostering mental and physical

Environment and Life, this gives us five future visions of society to aspire to. well-being and long life
« Improving daily habits
« Free and open learning opportunities

daily lives. Society is further subdivided into three scenarios: City, the setting for people’s Realizing exciting lifestyles in real and virtual W“

‘Eﬂ’ Nurturing prosperous cities Sharing hopes that Creating sustainable societies
= with inclusive and harmonious transcend time, space, and by shaping new industries and
societies generational boundaries workstyles
Achieving efficient operation of cities that support Fostering shared wisdom and empathy through Realization of a resilient environment that allows
consumers and services optimized for individuals rich communication that transcends time, for creative self-realization through diverse work-
space, language and generational barriers styles and work objectives
« Democratizing the use of data in cities « Free and equal communication services ; « Social stability through data democratization
« City without traffic congestion or accidents through - +Safeand secure cyberspace . -Government services to meet consumer needs
dynamic mobility e ‘1 ’,:'% .« Communication across linguistic frontiers | <Closingthe gap in employment opportunities i

i ) P T ST T | R T o

o

Environment

Living harmoniously with the earth ~

to secure the future

Realizing a sustainable global environment by taking a holistic
approach to tackle society’s issues and challenges that promotes
greater transparency and real behavioral change

+ Realization of a decarbonized society

« Implementation of global warming
countermeasures

« Guaranteeing food and water security

Please visit the following URL to watch a promotional video
for the NEC 2030VISION.

https://www.nec.com/en/global/onlinetv/en/2030VISION.html
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NEC Initiatives for Contributing to the Achievement of the SDGs

In 2005, NEC became a signatory to the United Nations Global Compact, a global initiative aimed at sustainable growth

Cover Story Management That Supports

for society and companies. We are now promoting corporate activities based on the Ten Principles of the UN Global CO rPO rate Va lue Creatlon
Compact pertaining to the four fields of human rights, labour, the environment, and anti-corruption, which align with ) . .
“uncompromising integrity and respect for human rights,” one of the Principles of the NEC Way. Moreover, each and N EC S PaSt’ Present’ 60 Respecting Human nghts
every member of the NEC Group, from officers to employees, performs their day-to-day activities based on the NEC a nd Futu re 62 Supply Chain Sustainability
Group Code of Conduct. ) ial ith id )
Furthermore, based on the Ten Principles of the UN Global Compact, the SDGs pledge that “no one will be left 6 Message from the President 64 Dialogue with Outside Directors
behind” is aligned with the NEC Purpose, “to promote a more sustainable world where everyone has the chance to 14 NEC’s Value Creation Journey 66 Corporate Governance
reach their full potential.” . . .
Information and communications technology (ICT) has the potential for responding to a variety of issues. Therefore, 16 Whatis NEC 72 Risks and Opportunities
we believe that we can contribute significantly to all of the targets set out in the SDGs by drawing on our leading-edge 74 Directors and Audit & Supervisory
technologies in such fields as Al (biometrics, etc.) and 5G, as well as our competence in R&D and implementation as we ) . Board Members
engage in dialogue and co-creation with a range of stakeholders. N EC S BUS|neSS MOdel
: 76 Cross-company Corporate Strategy

18 Value Creation Process Promotion Framework

20 Mid-term Management Plan 2025

32 Employee Roundtable: Corporate Data

Creating New Social Value through
KMD Digitalization 78 AtaGlance
36 CFO Message 80 Financial and Non-financial Highlights
40 Innovation: 82 Corporate Overview

R&D and Business Development

46 NEC, for Those Who Seek Challenge
46 Human Resources Strategy
52 Messages from Employees

NEC 2030VISION and Areas of Contribution (Fiscal 2022 and Onward)

We believe that by working to fulfill the NEC 2030VISION, we can contribute to the achievement of the following

SDGs in particular. We take hints from the SDGs to point out the issues and challenges facing society and use the

SDGs as a guide when setting targets for creating social value—which we aim to do through our business—and also

for managing progress. 54 Living Harmoniously with the Earth to
Secure the Future

Editorial Policy Reporting Period
NoPoverty | Zero Hunger Waterand | e P NEC has published annual reports containing both financial April 1, 2021 to March 31, 2022 (hereinafter referred to as
i ) seniation i Production and non-financial information since 2013. Starting in 2018, “fiscal 2022”; all other fiscal years are referred to similarly).
ol upon having defined its “materiality,” NEC changed the name This report also includes information obtained after this
harmoniously of its annual report to “Integrated Report.” reporting period.
with the earth Integrated Report 2022 comprises initiatives for achiev-
ST ing the NEC 2030VISION and the Mid-term Management Plan Scope of Report
2025, which are based on NEC’s “Purpose.” NEC has also com- NEC Corporation and its consolidated
3 piled a section on extremely high-profile human resources as subsidiaries
i ncluse well 2 N s s
and harmonious The “Message from the President” explains the philosophy Reference Guidelines the
behind the NEC Way and the NEC 2030VISION, and the Mid- p
: : term Management Plan 2025 explains the strategic and cul- +1S0 26000 i
Creating sustain- « GRI Standards C We dback an its contents.

tural aspects. Furthermore, this report focuses on people, who

able societies i iy i~ )
by shaping new are the driving force behind management’s implementation

industries and of NEC’s “Purpose,” and features a roundtable discussion with
workstyles employees from one of NEC’s Group companies, Denmark-
Sharing hopes based KMD Holding A/S, and messages from our employees

« United Nations Global Compact

« International Financial Reporting
Standards (IFRS) Foundation’s
“International Integrated Reporting

the United Nations

that transcend who are at the forefront of creating value. The report also Framework” ,
time, space, and summarizes the management that supports the creation of + Japan's Ministry of Economy, Trade and'lnd”ustrys
generational corporate value, focusing on “materiality”—management Guidance for Collaborative Value Creation Environment
boundaries priority themes from an ESG perspective. . Goremence
Bringing people NEC will keep endeavoring to provide increasingly trans- Other Related Information
together and parent and continuous information while incorporating feed- « Earnings Releases / Annual Securities Report Guidance for
filling each day back from various stakeholders. « Corporate Governance Report Sol“aljgrratt!"ﬁ
with inspiration . Sustainability Report alue Creatio

« Information Security Report
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NEC’s Past, Present, and Future

Message from the President

Our work to achieve our Purpose—
work that combines strategy and
culture—will show the world that
NEC delivers on its promises.

Ale ent,

Takayuki Morita
President and CEO




NEC’s Past, Present, and Future

Message from the President

Resolving Long-running Issues

In May 2021, the NEC Group unveiled its NEC 2030VISION and its Mid-term Management Plan
2025, which covers the period from fiscal 2022 to fiscal 2026. Working on measures that derive
from both over the past year has given me renewed confidence in our long-term goals and
where our medium-term efforts are leading us.

In 2018, when I was CFO of NEC, | was breaking down our progress with the Mid-term
Management Plan 2020 to an investor, and | can recall his reaction like it was yesterday. He said
to me, quite frankly, “you have been unable to deliver on any plans so far, so there is no reason
to trust this one.” That episode made me deeply aware of the weight my words held when |
communicated something to the market, and | realized that we needed a specific and convincing
message to regain this trust going forward. By the end of the Mid-term Management Plan 2020, we
achieved record-high profits and exceeded targets set under the plan. However, the previous
plans had missed their targets, and behind these misses were long-running issues for NEC.

Around the 2000s, NEC’s net sales and operating profit began to decline. We responded by
trying to be at the top in every area we had expanded to by that time—semiconductors, computers,
mobile phones, large storage batteries, to name a few. We ended up withdrawing from areas we
could not expect success. We had neglected to make a close examination of success scenarios,
which would have required us to ascertain the competitive environment and our strengths and
anticipate the type of investments needed as well as the timing and degree of returns according
to the type of business and product life cycles. We should have used this information to narrow
down our efforts to a few priority fields. Put more simply, we had not taken the care to integrate
our business strategy with our financial strategy. This has been an important issue for us to tackle.

One of NEC’s fundamental challenges has been converting its superior technology into value.

NEC has built up a collection of extremely unique technologies in the process of building and
operating numerous mission-critical core systems in Japan. We currently possess technologies
in areas such as security, biometrics, and Al that can compete on the global stage. These
technologies and others, refined over a 120-year history, are invaluable assets. However, if we
cannot commercialize them in a way that creates social value and generates profits, we will no
longer be able to develop technology; and if we rely on customers to convert technology into
value for us, then NEC has no reason for being.

We have had other issues as well. For instance, each business unit pursued short-term profits,
even if it meant losing out on profits over the long term. Moreover, these divisions followed a
period-centric and unit-centric approach to profit and loss that stressed unit profits over overall
value for NEC. In addition, we have been lacking the ability to take action.

The NEC 2030VISION and the Mid-term Management Plan 2025 incorporate our awareness of
these issues to create a concrete and logical message of growth that we can convey to investors.

Seizing the Future Together

The Mid-term Management Plan 2025 serves as NEC Corporation’s commitment to shareholders
as a company entrusted with management of the NEC Group to deliver results within a certain
time frame. Needless to say, this calls for proper accounting. To make good on our promises
when the future is unclear requires a clear understanding of our direction from a long-term
perspective and measures that will achieve our goals. Because of this, we have switched from

a three-year plan to a five-year plan. It takes at least five years of operating a business to

recover an investment, so a five-year period also makes sense when trying to eliminate the
aforementioned period-centric approach to profit and loss.

NEC Integrated Report 2022

On the other hand, the NEC 2030VISION is rooted in efforts that are not bound by the same
time constraints. While the year “2030” is in the name, this time frame is not set in stone. There is
a goad reason for this. When you apply the constraints of time and resources to your understand-
ing of technological changes or the degree to which you can demonstrate your capabilities and
create social value, you also place constraints on the scale and boldness of your ideas.

In the 2010s, NEC was in a life-or-death situation. The management team, myself included,
found ourselves in discussion after discussion regarding NEC’s reason for being. We determined
that our reason for being was “the creation of the social values of safety, security, fairness and
efficiency to promote a more sustainable world where everyone has the chance to reach their
full potential.” In 2013, we declared our intention to become a Social Value Innovator. In April
2020, we redefined the NEC Group’s common set of values that form the basis for how the Group
conducts itself as the NEC Way. We also set this reason for being as the NEC Group’s Purpose,
under the brand statement “Orchestrating a brighter world.” Major social changes brought on by
COVID-19, environmental problems, and emerging geopolitical risks have reaffirmed the validity
of this Purpose, but in addition to employees, who are a given, we need to get customers,
business partners, and society as a whole onboard so that we can “seize the future together”
and bring this Purpose to fruition. The NEC 2030VISION provides a logical, plausible, and specific
presentation of NEC’s vision for future society. The direction of the NEC 2030VISION was deter-
mined by three beacons—“Environment,” “Society,” and “Life”—and fueled by the strengths we
have utilized to support social infrastructure around the world. Furthermore, as a signatory to
the UN Global Compact, we believe achieving this vision will help achieve the SDGs set by the
United Nations.

Combination of Strategy and Culture

Ever since | was young, | have always tried to express myself frankly and honestly. Of course,
such candor can sometimes backfire and cause things to run awry, but | believe there are many
more cases where the ambiguity of things left unsaid creates distrust. After over 50 M&As and
other dealings that include business transfers and the establishment and dissolution of joint
ventures, | believe all the more that the act of internalizing the other party’s point of view and
honestly stating whether you believe something is correct or not goes a long way toward
building mutual trust, and this is true regardless of the nationality. Now that | am a part of
senior management, | try to maintain this same frankness with employees.

It goes without saying that business and financial strategies are an important part of corporate
management, but it is just as important to have a corporate culture that creates, supports, and
retains highly driven personnel. These personnel are the source of our growth potential,
and each and every one of them, as well as management, needs to be in alignment with NEC’s
forward vector to ensure that it can become a Social Value Innovator that takes advantage of its
superior technology. It is for this reason that the Mid-term Management Plan 2025 is focused
on combining culture and strategy, and it is through such efforts that it gives life to the shared
values laid out in the NEC Way.

Human Resources and Engagement Score

On the point of culture, we have placed our focus on communication with employees and have
positioned the engagement score as a key performance indicator (KPI), and are aiming for a
score of 50% by fiscal 2026. To that end, we have held two-way town hall meetings that any
employee can take part in. At these meetings, | give my honest opinions, delivered in my own

9
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words, on a variety of topics, such as what kind of company | would like NEC to become, and
how | try to carry myself. | also try to keep my speeches as short as possible so that most of the
time can be devoted to fielding questions. Some of the questions are hard to answer, but | try to
be forthright and express my thoughts on any question that comes my way. It is difficult to
mobilize all employees in the same direction, but | feel that the number of employees taking our
words to heart and making a sincere attempt to understand this direction is gradually rising.

In fiscal 2022, we held 10 such meetings in Japan, with over 10,000 participants each time, and
26 times abroad. Our engagement score reached 35%, a 10-point increase from the previous
fiscal year, which is a good start on the path toward our fiscal 2026 goal.

In addition to these dialogues, we are also working to devise ways to shift culture. This
includes efforts to bolster diversity as a source of innovation, implement workstyle reforms
supporting diverse talent, and enhance talent management by cultivating leaders and DX talent.

I have heard that NEC used to embrace the phrase “silence is golden.” However, | would like
to instill a culture of “speaking up,” where people can express their opinions honestly, act on their
own initiative, and receive their due recognition, as this will increase NEC’s ability to take action.

Integrating Our Business and
Financial Strategies

The integration of our business and financial strategies is clearly set as a policy within the Mid-
term Management Plan 2025 in recognition of its importance. | have also set a financial policy
of maximizing long-term profit and optimizing short-term profit. This policy is based on my
experience in handling several M&As, in which corporate value is a measure of the lifetime
cash flow of a business.

When it comes to pulling ahead of international competition and increasing the value of our
businesses in the long term, | consider M&As to be one of the most important tools at our disposal.
They serve as a complement to NEC’s assets, customer base, know-how, and other aspects of
the Group. Under the previous mid-term management plan, we invested over ¥450.0 billion in
M&As, acquiring three European companies including KMD Holding A/S (KMD), Denmark’s largest
IT company. Since M&As are not an objective in and of themselves, we have not set a specific
investment cap. Instead, our policy is to maintain the capacity to make investments on the same
scale by continuously generating free cash flow. When we conduct M&As, we are also careful to
select candidates that are in line with our investment strategy and show the potential to generate
cash. In keeping with these policies, we have set EBITDA growth as a particularly important KPI
for the Company. In addition, we will prioritize the allocation of management resources toward
growth businesses—including Digital Government/Digital Finance, global 5G, core DX, and
businesses primed to be future pillars of NEC—and thereby spur sales and profit growth world-
wide, including Japan. Growth businesses need upfront investments to become future pillars of
a company. Since the amount of time to recover this investment differs from business to business,
our policy is to make optimal investments that will generate the maximum amount of profit from
a long-term perspective, and then monitor these investments using internal rate of return (IRR)
and other KPIs that match the particular business.

On the other hand, non-growth businesses are positioned as base businesses. These
businesses are divided into high- and medium-profit businesses and low-profit businesses. The
former can use their earnings to cover their investment needs and allocate any surplus funds to
growth businesses, whereas the latter need to reform their earnings structure. For these base
businesses, we are pursuing capital efficiency and have set ROIC as an important indicator for
monitoring this pursuit. We are also trying to achieve an operating profit ratio of 7% or higher,
on par with top-tier companies in the industry. To that end, we established a 7% hurdle rate for

16 low-profit businesses and are working to improve the profitability of these businesses under
the leadership of the CFO. If we determine that a business will have difficulties achieving an
improvement plan, we will explore other options, such as further structural reforms, exit strate-
gies, alliances and integrations, and then make a decision about the future of the business.

As someone with a bird’s-eye view of our business, | believe that making these tough decisions
is my responsibility.

Converting Technology into Value

Over the course of the previous mid-term management plan, NEC took steps to address its
inability to convert technology into value. As part of this effort, we established dotData, a business
based in Silicon Valley that specializes in software that utilizes Al to automate data analysis
processes. Also based in Silicon Valley is NEC X, Inc., a business incubator that leverages NEC’s
technology to work with start-up accelerators and establish new businesses. Yet another example
is BIRD INITIATIVE, a collaborative R&D business aimed at spawning new businesses. Under the
Mid-term Management Plan 2025, we have defined a model for growth that will see us generate
strong profits and cash by converting our strengths in the form of R&D and high-quality imple-
mentation capabilities into customer value, which we will do by establishing common infrastructures
based on our greatest strength, technology. To bridge the gap between R&D and creating business,
we integrated the R&D Unit and the Business Innovation Unit to establish the Global Innovation
Unit. This move has helped increase collaboration and strengthen ties between the R&D Division
and the New Business Division, which serves to speed up the creation of businesses capable of
becoming future pillars. In particular, we aim to commercialize Al-based drug discovery, agricul-
ture, and healthcare—areas that have a social impact.

To convert our technological strength into more significant social value, we need to move
beyond merely enabling better business. Instead, we need to look to ways to be an active
participant in this business. This could mean, for example, creating systems to grow crops in the
case of agriculture, or systems for mass-producing drugs in the case of drug discovery. Of course,
these plans have been formulated on the premise of working with partners as opposed to working
with NEC’s assets alone, and | believe that this will help diversify our sources of revenue.

Business Strategy for Growth Businesses

One of our growth businesses, Digital Government/Digital Finance, requires high levels of
credibility and compliance with laws and regulations. This is something that would be difficult
for mega-platformers working on a global scale, but this is an area where we can use our ability
to handle mission-critical social infrastructure in different countries to our advantage.

With the establishment of the Japanese government’s Digital Agency in September 2021,
there has been an uptick in efforts by both the private and public sector to resolve social issues,
such as attempts to popularize and promote the use of the “My Number” identification system.
NEC will make full use of its experience and resources to contribute toward the digitalization of
government. We are working to pool the management resources of two Europe-based leaders in
digital government, NEC Software Solutions UK (formerly Northgate Public Services [UK] Limited;
hereinafter SWS) and KMD Holding A/S (KMD), and create various synergies with the NEC Group.
For example, KMD, which we acquired in fiscal 2019, has played a central role in the digitalization
of government in Denmark, a front-runner in digital governments. The experience and know-
how of both these companies, combined with NEC’s biometrics and security capabilities, can
go a long way toward the digitalization of Japan and other countries. In fiscal 2022, we have

|
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continued with our strategy, which includes the acquisition of pioneering projects connected to
the Digital Agency in Japan, the completion of post-merger integration for Avalog Group AG
(Avaloq) abroad, and bolt-on acquisitions for SWS.

As for global 5G, the competitive environment in the network business has undergone major
changes as mobile telecommunications standards have evolved from 2G to 3G to 4G. Now as 5G,
the fifth generation of these standards, spreads worldwide, Open RAN is expected to become
mainstream. Open RAN allows different vendors to interconnect devices via a common standard,
which in turn allows for the rapid construction of networks at low cost.

For NEC, which was one of the first companies to commercialize Open RAN-compatible base
stations and has successfully commercialized them in Japan, this shift presents a great opportunity
to expand our business globally. In global 5G, we aim to leverage our alliances with NTT
Corporation and Rakuten Mobile, Inc. to use our commercial achievements as a platform from
which to take a leading position in Open RAN. In fiscal 2022, we were selected for multiple
commercial projects in Europe and we will use these projects as footholds to expand globally.

In core DX there is a growing need for companies like NEC that provide comprehensive
services, ranging from upstream consulting to downstream delivery. This trend has caused several
companies to enter this field via the consulting route. In addition to the personnel of ABeam
Consulting Ltd., NEC has over 5,000 personnel involved with DX in Japan, thanks to internal
reshuffling. This is the largest number among domestic IT companies, and we have plans to
increase this number to approximately 10,000 by fiscal 2026. We will use the interconnectivity
of our organization to boost collaboration between our consulting wing and engineering wing,
which will allow us to meet customer needs from end to end with a high-quality response. With
the full force of our technologies related to security, biometrics and digital ID, Al and otherwise,
and the full force of our resources, which allow us to provide services that flow seamlessly from
the cloud to on-premises and back, we plan to quadruple the net sales achieved in fiscal 2021 to
¥570.0 billion. In fiscal 2022, consulting services provided through our connections with ABeam
Consulting resulted in our acquiring projects with business partners. Furthermore, global strategic
collaboration with partners such as AWS, Microsoft, and SAP continues to move forward, and
this collaboration is helping us make steady progress toward a framework that will facilitate
collaborative relationships with our customers.

Leaving No Doubt

In fiscal 2022, we stated our direction for the medium to long term loud and clear, and we have
implemented a series of measures based on that statement. In the Olympics, there is an event
called the triple jump, which is made up of three phases, a hop, a step, and a jump. Using this as
an analogy forillustrating our progress, we have completed the “hop,” and have done so with
vigor. Fiscal 2022 is when we embark on the second phase, the “step.”

Although we have made good progress qualitatively, the capital market still views NEC as
one of many comprehensive electronics manufacturers. We possess an intangible asset,
technology, but our technology is still seen as secondary to that of specialized IT vendors.

As we move toward fiscal 2026, we are committed to improving corporate value by presenting
shareholders and investors with a convincing story that backs up qualitative changes in growth
and profitability with concrete results to ensure that we are no longer one of many. To that end,
we intend to create catalysts that are both visible and will accelerate growth.

As these catalysts form the basis for growth, we are also working to increase credibility and
dispel any doubt lingering among investors. To do this, we will develop and deploy a logic tree
that leads us toward Group-wide numerical targets while also trying to reform management
methods and mindsets. We will respond to increasingly complex risks by expanding the risks
we deem material to include geopolitical risks, supply chain risks, and human rights risks. From
there, we will strengthen resilience to this expanded list of risks.
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On April 1,2022, we reformed our business structure to de-fragment and de-stratify our
organization. This updated structure is rooted in the strategy put forth in the Mid-term
Management Plan 2025 and will better ensure sound execution of strategy overall. This update
will increase the authority and responsibility of leaders and encourage greater commitment to
management. At the same time, this structure will encourage commitment among leaders and
help pinpoint young employees that can lead in the future. Fiscal 2023 will reap the benefits of
these organizational reforms and lay the groundwork for further reforms in fiscal 2024.

I would like us to ramp up our efforts by ramping up our financial measurement methodologies
as well as the non-financial measurement methodologies that form corporate value, as these
efforts will raise sustainability and create a positive assessment of our corporate value overall. To
further promote management for sustainability and to maintain our inclusion in ESG indices, we
have set KPIs within the Mid-term Management Plan 2025 for each aspect of ESG—environment,
society, and governance—and we are continuously working to improve our ESG performance by
strengthening non-financial initiatives centered on materiality and highly transparent disclosure
of information.

An Ever-changing NEC

In addition to the fight against COVID-19, the onset of new geopolitical risks is challenging the
commonly held idea that globalization is inevitable. In times like these, NEC has proven its
ability to band together as a group to respond to crisis by minimizing the impact of supply chain
problems and performing other necessary tasks.

Over the past 120 years, NEC has faced many crises, but the driving force behind its survival
over the next 100 years will be its superior technological capabilities and its power as an ever-
changing group. It is with these strengths that we will make steady progress and achieve the
goals of the Mid-term Management Plan 2025 and win the trust of all stakeholders, including
shareholders and investors.
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NEC’s Past, Present, and Future

NEC’s Value Creation Journey

Nippon Electric Company, Ltd. (NEC) was established in 1899 as Japan’s first joint venture with a
foreign-owned company. In keeping with its founding spirit of “Better Products, Better Services,”
NEC has continued to provide services using its distinctive technologies in addition to ICT equipment
such as telecommunications equipment and computers.

Our First Establishment 1899

Establishment of
Nippon Electric Company

The Founding Spirit of
“Better Products,
Better Services”

Nippon Electric Company was
established as Japan’s first joint
venture with a foreign-owned
company. The Company bubbled
with its founding spirit and a
strong desire to popularize the
telephone in Japan.

| 1 __ |

Our Second Establishment 1977

C&C Announced

The Integration of Computers and Communications
Anticipating the internet-

the world in the three fields
of computers, communica-
tions, and the semiconduc-
tors that connect them.

driven world of today, NEC |4 TRTPTI
positioned itself as one of
the top five companies in ," d

b

Founder: Kunihiko lwadare Announcement of C&C at INTELCOM’77

Network } 1899

Nippon Electric Transmitted scenes

Company, Ltd. of Imperial Accession

established Ceremony of Emperor
Hirohito

Began research
into computers

International Japan’s first Started manufac-  Ultra-compact radio
satellite TV broad-  satellite, Osumi, turing optical communications system
casts of the launched submarine relay PASOLINK secured top
Tokyo Olympics equipment global market share

=B

Developed the first The ACOS Series 77 The PC-9801 personal
domestically produced mainframe computer computer announced
fully transistorized family announced

NEAC-2201 computer

} 1960 1971 } 1984

Started development of optical Fully auto- Received anorder ~ No.1lin

character recognition (OCR) mated postal inthe U.S. for fingerprint
sorting system fingerprint matching authentication™!
deployed services

*1 Ranked 1st eight times in task assessment, sponsored by the U.S. National Institute of Standards and
Technology (NIST)
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In May 2021, we formulated the Mid-term Management Plan 2025, a five-year plan to achieve the
NEC Way and NEC 2030VISION. Under this plan, we are promoting Purpose-driven Management with
strategy and culture positioned as one.

Our Third Establishment 2013

Transformation into
a Social Value Innovator

As the value expected by customers and society changed
from our tangible technologies and products to the intangi-
ble creation of value, we responded under the Mid-term
Management Plan 2015 by declaring our intention to trans-
form into a Social Value Innovator.

\Orchestrating a brighter world

Asteroid explorer
HAYABUSA successfully
returned to Earth

Submarine cable  Asteroid explorer
installation reached HAYABUSA 2 reached
over 250,000km, the asteroid Ryugu
enough to encircle

the Earth six times

The Earth Simulator, Built ICT infrastructure for Contributed to

the world’s fastest multiple stadiums used implementation
supercomputer system in the Soccer World Cup, of the Individual
for resolving global held in Brazil Number System

environmental problems,
completed

{2009 2016

f 2018

Ranked No.1  Biometrics solutions adopted in Established the

in facial 70 countries

biometric authen-

authentication*? Formulated the Al technology brand tication brand
“NEC the WISE” “Bio-IDiom”

*2 Ranked 1st multiple times in facial authentication benchmark testing held by the U.S. NIST

https://www.nec.com/en/global/solutions/biometrics/index.html
Note: NIST testing results do not constitute an endorsement by the U.S. government of any particular system, product, service, or company.

2020

NEC Way

NEC stipulated its NEC Way
“Purpose” within the NEC

Way as “NEC creates the
social values of safety,

security, fairness and effi- Purpose

ciency to promote a more

sustainable world where Code of Code of
everyone has the chance to Values Conduct

reach their full potential,”
utilizing its unique and
powerful technologies to
achieve this Purpose.

Began shipping base stations
for 5G networks

NEC’s

strengths

developed
to date

} 2019

Entered the drug discovery
business, specializing in
advanced immunotherapy
using “NEC the WISE”
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NEC’s Past, Present, and Future

What is NEC

Corporate Scale

Establishment Number of employees*!

Approximately

117,000. #iiiid

Average age of employees*1 *2

SRV, -
a Female 4 1 04 years old

1899

Corporate Scale

Financial Indicators

Market capitalization Revenue**
W Public Solutions Business 15% ‘ ‘
B Public Infrastructure Business  20%
® Enterprise Business 19% -
Composition
B Network Services Business 17%
of Revenue
Global Business 16%

Approximately

1 . 4 trillion yen

3,014. Luerse ol

Financial Indicators

EBITDA** Owners’ equity ratio*: R&D expenses**

-

1 2 6 ° 3 billion yen

3 04. O billion yen
10.1..

*1 For NEC Corporation on a non-consolidated basis

*2 As of March 31, 2022

*3 Actual results for fiscal 2022

*4 Actual results as of March 31, 2022

*5 Ratio of employees returning to work who started childcare leave in fiscal 2019

40.2..
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R&D and Technological Capabilities

Environment Governance

CDP

(Climate Change, Water Security, and
Supplier Engagement)

A List

Number of cases of
serious involvement
with cartels and/or
bid-rigging

CEMCLOAAE INREIST ACTION

ALIST
2021

SUPPLIER

ENGAGEMENT

CLIMATE WATER  EADER 0
cases

Diverse Range of Human Resources

Ratio of male and
female hires*1*+

Male 72 09%
Female 27 . 1%

Ratio of female ' Ratio of employees ' Ratio of employees
managers*! - returning after  with disabilities*2*
~ childcare leave*>*s |

8 &
Mm oo

9.6,  .99.0.  .2.39.

=S

o
"n

Number of patents*:

o 5,000

Technological capabilities o]
Facial
authentication*” hla
Fingerprint
identification*s @ °

Iris recognition*®

Global N O ° 1

*6 Based on the Promotion of the Employment of Persons with Disabilities Law, as of June 1, 2022

*7 Ranked 1st multiple times in benchmark testing held by the U.S. National Institute of Standards and Technology (NIST)

*8 Ranked 1st in benchmark testing sponsored by the NIST

*9 Ranked 1st in benchmark testing sponsored by the NIST

Note: NIST testing results do not constitute an endorsement by the U.S. government of any particular system, product, service, or company.
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NEC’s Business Model

Value Creation Process

— e i Y

When |mplement|ng NEC s Mid- term Management Plan 2025, NEQ‘L will prowde value to its varlo

- .-.. .
——

. f"‘; sta‘kebolders by connectlng strategy arll'd‘crﬁture based&n |ts unlque taxglble andjli#tanglble assets -—m
- Additionally, NEC aims. to fulflll the NEC 2030VISION which is the speC|f|c V|5|on for its “Purpose. &
The direction of NEC’s Purpose and the NEC 2030VISION is identical in spirit to the SDGs’ pledge to
“leave no one behind,” and NEC will contribute to the achievement of the SDGs through dialogue
and co-creation with various stakeholders, taking advantage of the technologies and competence

in implementation that it has cultivated.

'H

Capital Strategy \Orchestrating a brighter world
—_— Investors
Balance business growth and NEC creates the social values of safety,

Financial NEC’s Growth Model improve Gfliﬂaﬂcial security, fairness and efficiency to
- Operating cash flow: 1.3 trillion yen* soundness promote a more sustainable world
* The fiscal years ended/ending March 31, 2022 to 2026 Where everyone haS the Chance tO reaCh

) “Maximizing long-term profit” their full potential.
Manufacturing and “Optimizing short-term profit” Customers
« Business process / IT establishment Provide safe & secure social

infrastructure and services

Non-financial measurement by leiVﬂ:%L”ngoslgge; gths NEC 2030VISION

methodologies to underpin
sustainable growth

« Create a Transformation Office

Intellectual

+ R&D expenditure:
Approximately 4.0% of revenue

Suppliers Life

Create sustainable social value
through collaboration and
« Consolidated number of employees: co-creation with suppliers

117,418 (as of March 31, 2022)

Human

Society

Social and relationship Employees
« Maintain and develop deep Transformation of people and culture Transform into a company that Environment
domain knowledge based pursues innovation and brings
on long-term customer relationships together diverse human resources:

. “Employer of Choice”
« Generate global synergies through
M&As

Establishment of business

infrastructure
Natural Seciety /
Creation of shared vision for . Evironment | SUSTAINABLE
installations a brighter future with customers measures (Decarbonization) DEVELOPMENT

» Purchase renewable power

GL:ALS
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NEC’s Business Model

Mid-term Management
Plan 2025

Achievement of NEC’s “Purpose”—A Combination of Strategy and Culture

The NEC Group has formulated the Mid-term Management Plan 2025, which concludes in fiscal 2026, with the aim of
realizing the NEC 2030VISION and NEC’s “Purpose” set within the NEC Way. This Purpose calls for a combination of strategy
and culture, and therefore the Mid-term Management Plan 2025 promotes Purpose-driven Management with indicators set
for strategy- and culture-based targets.

Strategy: We will achieve growth through acceleration of global growth and transformation of domestic businesses by
providing customer value through NEC technology. In financial terms, our financial strategy is integrated with our business
strategy, with the first priority being to maximize long-term profit, followed by optimizing short-term profit.

Culture: We believe that our cultural strength is the strength of people to implement our strategies and realize our
Purpose. We aim to transform ourselves into a company that pursues innovation and brings together diverse people under
the NEC Way—the NEC Group’s common set of values that form the basis for how the Group conducts itself.

Strategy Culture

EBITDA Growth Rate: 9% annual average 50% Engagement Score
(FY2021-FY2026) (FY2026)

Accelerate global growth and business transformation in Transform into a company that pursues innovation and
Japan by leveraging strengths in technology, “Maximizing brings together diverse people under the NEC Way

long-term profit” and “Optimizing short-term profit” (Common values): “Employer of Choice”

Mid-term Management Targets

(Billions of yen)

FY2021 Results FY2022 Results FY2026 Targets

Revenue 2,994.0 3,014.1
(Growth rate from FY2021) = 0.7%

Adjusted operating profit 178.2 171.0
(Percentage of revenue) 6.0% 5.7%

Adjusted net profit 165.4 167.2
(Percentage of revenue) 5.5% 5.5%

EBITDA"! 295.8 304.0
(Percentage of revenue) 9.9% 10.1%

ROIC*2 4.7% 3.9%

*1 EBITDA = Gross profit - SG&A expenses + Depreciation/Amortization
*2 ROIC = (Unadjusted operating income - Deemed corporate tax [30.5%]) = (Term-end interest-bearing debt + Term-end net assets [including minority interest])

egrated Report 2022 21

Achieve Earnings Growth through Both Growth Businesses and Base Businesses

Growth businesses are classified as Digital Government/Digital Finance, global 5G, core DX, and future growth businesses,
whereas base businesses are all other businesses.

In growth businesses, the NEC Group will prioritize the allocation of resources in order to acquire and strengthen its
competitive advantage, with the aim of driving growth in revenue and profits.

In base businesses, given the cautious business environment, the focus will be on improving profitability and aiming to
steadily increase profits.

Digital Government /

il Feres « Transform into a top-class vertical SaaS vendor in the global DG/DF market m P22

« Aim for 20% market share in the Open RAN market in 2030, including expansion in
Global 5G business the Japanese market from primarily a base station hardware provider to a full soft- m P24
ware and hardware solutions provider

« Expand our value proposition through a comprehensive approach encompassing
consulting to delivery

« Implement price strategy and improve gross profit through common ICT platform
technologies and offerings
Core DX business « Strengthen competitiveness through hybrid IT (Cloud/DC/On-Premises) alliances E] P26
and in-house optimization
« Create new business opportunities (social, enterprise transformation). Expand the

DX domain by leveraging the implementation capabilities of technology/policy
linkage/end to end

Business
Strategy

» Create growth businesses that will realize the NEC 2030VISION with strong tech- m P28

Future growth businesses nologies and inbound innovation

+ Maintain profitability above our competitors for our high- and medium-profit base
Base businesses businesses m P29

« Improve profitability by establishing a monitoring system for low-profit businesses

: ; Maximizing long-term « Use continuously generated cash flow to fund sustainable growth and enhance
Financial ) 2L . ; h S .
S profit and Optimizing corporate value through optimal capital allocation and by building robust finan- E] P30
2 short-term profit cial and non-financial measurement methodologies

) « Transform our people and culture
Transformation of culture Establish business infrastructure [
and how we work P31

« Create a shared vision for a brighter future

Revenue Adjusted Operating Profit
Ld [ L d L d
3,500.0 billion yen 300.0 billion yen
Component
ratio of growth
ra@(%n;r?Opoe\;{h businesses Adjusted OP ratio
businegsses 32.9% 8.6%
12.7%
—— Growth  Growth
businesses Adjusted OP ratio businesses
/) %*
DG/DF 5-1% Adjusted OP ratio
Global 5G 12.9%
Core DX
Future growth businesses Base
o pusnesses
. Juste: ratio
businesses 10.0%
FY2021 FY2026 Others
FY2021 FY2026

* Excluding “one-time profit/loss” in the statement of profit or loss
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NEC’s Business Model

Mid-term Management Plan 2025

Digital Government and Digital Finance Business

Digital governments (and digital municipalities) make full use of IT in all areas of administration to increase convenience and reduce the
burden on citizens and companies. They achieve this by simplifying and streamlining administrative processes. Digitalization promotes
collaboration and integration between various industries, but collaboration between government and financial institutions is expected
to lead the way in this regard. In several European countries, digital IDs are already being used for authentication, identity verification,
and as a link between government and financial institutions for assessing eligibility for various services. There are also new innovations
emerging based around digital tokens, a form of independently issued digital currency. For example, verification trials in the U.K. are
underway for the use of blockchain technology to conduct transactions and manage registration in real estate. The market for digital
finance is also expected to grow over the long term as the use of digital technology becomes more widespread and a growing group of
users utilize this technology to receive advanced asset management advice and conduct asset transactions.

NEC’s Digital Government and Digital Finance Business

Government systems operate for long periods of time and need to be reliable, and this task is not possible without a company that can
fulfill its social responsibilities. NEC has a long track record of contributions to mission-critical social infrastructure, and has offered pro-
tection to Japan in the handling of sensitive data without any major issues. On the global front, we have developed a business that draws
upon the strength of our biometrics to provide solutions related to public safety. In addition, the acquisition of NEC Software Solutions
UK—hereinafter SWS (formerly Northgate Public Services [UK] Limited)—and KMD Holding A/S (KMD) has enabled us to conduct business
that involves converting their know-how into software for customers in the public sector, which also includes functions related to public
safety. We have also acquired Swiss company Avalog Group AG (Avalog) in order to enter the digital finance field, with the expectation
that this entry will generate synergies with digital government. We are working to expand and develop business by taking advantage of
the global embrace of DX. In addition, we are making a shift toward a software as a service (SaaS)-based business model.

Our Three Acquisitions

NEC Software Solutions UK (SWS)
(formerly Northgate Public Services)

SWS s an IT services company based in the United
Kingdom. The company features a strong customer
base and a shared business platform that can be used
for a variety of sectors, including policing, tax collec-
tion, social security benefits, and public housing
management.

NEC has referenced its connections in leading coun-

KMD Holding A/S (KMD)

KMD is Denmark’s largest IT company with a strong
customer base, wide-ranging platforms, solutions for
both financial and insurance sectors, and a proven
track record in user experience and analytics, all of
which it has leveraged to support digitalization of
the government.

tries that have embraced digitalization to expand its

software platforms globally. This expansion hinges
on three software platforms rooted in common
business, analysis, and data. In addition to these
efforts, NEC possesses superior technology utilized
in products related to analytics (NEC the WISE), bio-
metrics (Bio-IDiom), and the blockchain, and works
to enhance these products. Even further, it has built
up trust over the course of many years spent sup-
porting businesses run by local government and
central agencies, plus a wealth of experience and
resources related to the stable migration of sys-
tems, an important process for digitalization. Put
together, this comprehensive set of capabilities is

NEC’s true strength today.

Business Opportunities

« Increased demand to reduce administrative work,
to improve convenience, and to simplify and
streamline operations

« Collaboration and integration between a variety
of industries, such as government and finance

« Growing group of users utilizing digital technology
to receive advanced asset management advice
and conduct asset transactions

Establish reference

points in leading countries,
then expand globally

) Share business
LIS functions that can
Platform be used across
different sectors

Perform data
analysis and future
forecasting

Data Platform [Fviesatay

Analysis
Platform

integrate data

NEC’s Strengths

« Trust and a track record built up from many years
of supporting businesses run by local government
and central government agencies

« Superior technology and products related to
biometrics, the blockchain, etc.

« Customer bases in countries with developed
digital governments

Avaloq

The growth of Swiss company Avaloq is partially driven
by recurring business from provision of software via a
SaaS-based business model. The company holds the
top market share in wealth management software in
Europe and ranks second in Asia Pacific.

Business Expansion Driven by Our Three Platforms

Digital
Public Safety =~ Government  Digital Finance
282 8272 g 3 ¢ 2 ¥F
SN S = 2 3| 2| |2 22
(IR @ 8 & 5§ 5 B 8 = 2 =
SH R g = =3 a2 2 &8 3 = |a 3
11 1 o 3 8 & S & @ 3 @
2| = S 5 2 5 5 F o 6 @ o
7] o = o < o o 2 »
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= S a 2 2
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a ] %
8 Ed
V7 NECuWISE

= Bio-1Diom

@l Blockchain

Data Utilization

Platform

Risks

« Expected synergies may fail to materialize, hinder-
ing profitability

+ Market factors could lead to delays in establishing
digital governments and finance

Mid-term Targets: Adjusted Operating Profit

and Adjusted Operating Profit Ratio

(Billions of yen)
300.0

252.7

Adjusted
OP ratio

FY2022 FY2026

srated Report 2022

Key Achievements in Fiscal 2022
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Business Conditions

« Acquired new projects thanks to synergies created between

in India

bolt-on M&As for SWS

M Total M Acquired companies

Avalog and local NEC subsidiaries in Asia
« Improved efficiency in development by utilizing offshore bases

« Completed post-merger integration for Avalog and conducted

Business Opportunities and Key Measures for the Medium to Long Term

1. Accelerate global development

2. Transform our business model

London-based SWS has already expanded
into Commonwealth nations such as
Australia and New Zealand, with the inten-
tion to strengthen its presence in these areas
going forward. KMD is currently expanding in
Europe and is also working with NEC to enter
the Asia Pacific region and Japan. Avalog,
which is headquartered in Switzerland, is
offering solutions to Japanese customers
while also looking to expand into the United
States. Regarding digital IDs and DX, we have
highlighted the U.S., Singapore, and Latin
America as Centers of Excellence

in our effort to deploy NEC’s solutions
around the world.

SWS (U.K.)

Commonwealth nations

KMD (Denmark)
Europe, Asia Pacific, Japan

Avaloq (Switzerland)
Europe, Asia Pacific,
Japan, U.S.

Digital IDs and DX
Centers of Excellence (CoE):
U.S., Singapore, Latin America

@ canada ‘

@ us.
Digital IDs and DX

We believe it is important to continue invest-
ing in our key business areas while making
Saa$S business a larger proportion of NEC’s
business. We are planning to achieve a com-
bined net sales of ¥169.5 billion in fiscal 2023
for SWS, KMD, and Avalog. Software under
the Saa$S business model is expected to
account for 77% of this result, but we intend
to raise this ratio to 80% or higher by the end
of fiscal 2026. At the same time, we will use
bolt-on M&As to expand our business
domains and customer base. We will also
work to maximize our return on investment
(ROI) by withdrawing from low-profit busi-
nesses and reorganizing our business
portfolio.

NEC

NEC Software Solutions UK

B KM

An NEC Company

avaloq

An NEC Company

Digital IDs and DX

@ India
@ APAC

Digital IDs and DX

3. Streamline development and
operations

We are pursuing cost synergies and increas-
ing the competitiveness of our software
through the selection, concentration, and
mutual utilization of assets. Outsourcing
work offshore is particularly important when
it comes to software development. SWS,
KMD, and Avalog have a combined workforce
of approximately 9,000 employees, 3,800 of
whom work in development, with 40% of the
personnel located offshore or nearshore. We
intend to increase the ratio to 55% over the
period of the Mid-term Management Plan
2025, which will increase operating profit by
between ¥5.0 billion to ¥6.0 billion over the
course of the plan.

@ Japan

® Australia,
New Zealand
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NEC’s Business Model

Mid-term Management Plan 2025

Global 5G Business

In recent years, network connections have gone beyond the scope of smartphones and computers to include a variety

of sensors, smart meters, home appliances, automobiles, medical devices, and other items. This shift has increased the
number of domains that utilize data to a considerable degree and has made it possible to perform analysis, detection, and
operation in real time. The technological development of 5G has been promoted globally as a means to provide a wireless
communication standard that can handle this boom in loT business in a way that 4G cannot. Commercial 5G service has
the potential to dramatically change both business and social environments. Telecom carriers will play an important role
in making sure that 5G is a reliable form of infrastructure that can support society at its core.

Traditionally, carriers have procured a complete set of telecommunications equipment from a single vendor. However,
the establishment of various rules and standards related to base stations and their shift to open systems, coupled with
improvements in hardware performance, have enabled global implementation of Open RAN, which makes it possible to
procure equipment from multiple suppliers. Mobile operators have a strong desire to increase competitiveness and oper-
ate more efficiently by increasing the choice of telecommunications equipment, and therefore welcome the idea of more
suppliers. At the same time, Open RAN comes with its own challenges. For instance, procuring telecommunications equip-
ment from multiple suppliers could complicate systems, which raises the question of the real feasibility of cost reductions.

Globally, the overall RAN market is valued at roughly ¥3.5 trillion to ¥4.0 trillion. Over the period of 2022 to 2025, Open
RAN is expected to grow within this market at an annual rate of 30% or higher, exceeding ¥1.0 trillion in 2025. With expecta-
tions on the rise, 85% of major telecom carriers have indicated their intention to adopt Open RAN in the future.

Trend in the Global Base Station Market Status of Open RAN Development

o Drivers Obstacles

0,

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, . . In operation

100 N Will not introduce ! o
-- . Open RAN 15% i commercially 4% Open lRANtto More complicated
T e b o * In procurement accelerate systems due to
....... . stage 9% innovation Iti d

e 85% planning multi-ven 0:
H : Possess an environmen
implementation Open RAN lab Expected

BRI with 48% FRT73 flexibility in vendor
e e B " Developing taklngt.specmc selection Potential inability
o ANE actions Urtlgglrsggl‘r;/g et t:f ne\év sys;ce;nf
0 ° nterestin 0 reauce tota
oo 2022 2023 2024 2025 strategy 36% potential cost cost of ownership
Traditional RAN [l Open RAN Source: Mobile World Live, industry survey on Open RAN reductions (TCO)
Source: NEC estimates based on various market reports adoption

NEC’s Global 5G Business

Traditionally, NEC has focused on providing fixed-line and wireless telecommunications equipment for telecom carriers,
operation support system (OSS) software for equipment management, business support system (BSS) software for customer
support, and service platforms for end-users. We have captured the top position in Japan in the 5G market due to the wider
range of solutions we offer compared to our competitors; our results, which show our ability to respond to customer needs;
the robust nature of our products and solutions; and our track record of working with telecom carriers and industrial partners
to create 5G use cases. Similarly, we are able to ensure that Open RAN 5G can function as a mission-critical solution that
meets customer needs, and watch over the integration of Open RAN 5G into customer systems, a process that we consider to
be our responsibility. This will make it possible to guarantee services under a multi-vendor system, as opposed to services
dependent solely on NEC products. In terms of developing products for the global market, we have leveraged our track record
in domestic business related to 5G with global-oriented companies such as NTT Corporation and Rakuten Mobile, Inc.

To address rapidly increasing communication traffic and expand business opportunities, we need to increase the
operational efficiency of network equipment and both introduce and manage services with greater speed and efficiency.
As aresult, 0SS and BSS have become increasingly important. Therefore, we are working with Netcracker Technology
Corporation, which we acquired in 2008, utilizing its vast customer base and track record of implementing OSS and BSS
to help leverage its products and others to conduct business in the global market.

NEC’s Strengths Risks

« Track record of providing a wide range of solutions, ranging + Market regulations and changes in
from access to core and IT services the macro environment may delay

+No. 1in Japan in terms of ability to respond to customers, the introduction of 5G services
reliability, and performance « Efforts to introduce 5G in existing

- Ownership of Netcracker, which possesses a vast customer commercial projects may fail
base and a track record of implementing OSS and BSS

Business Opportunities

« Commercialization of 5G services, with the potential to
dramatically change both business and social
environments

« Increased demand for Open RAN from mobile operators
« Increased demand for OSS and BSS

and Adjusted Operating Profit Ratio

(Billions of yen) 190.0*!

67.0%!

Adjusted *
OP ratio m/o 2

FY2022 FY2026

srated Report 2022
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Business Conditions

Mid-term Targets: Adjusted Operating Profit

+ Shipped commercial Open RAN equipment, put equipment
into use, and had our mobile core software selected as part
of the full-scale launch of commercial 5G networks with

domestic carriers

« Selected as a vendor by top European carriers based on
evaluations of domestic performance

» Conducted 16 Open RAN trials, mainly in Europe, the U.S., and
India, as well as other countries

«» More than 30 business negotiations ongoing in Japan, Europe,
the U.S., India, and other countries

*1 Above figures do not include NetCracker Technology Corporation.
*2 Excluding strategic expenses, operating profit ratio above segment (Network Services) level

Business Opportunities and Key Measures for the Medium to Long Term

1. Focus on customers that support
Open RAN to expand market

We intend to open the door to Open RAN
projects and build a track record of results by
strengthening our relationships with telecom
carriers that are taking active steps to intro-
duce Open RAN. Working together with
customers and other vendors will help invig-
orate this market while helping us develop
and expand the reach of our products. This
will allow us to provide precise solutions that
meet the expectations of our customers. We
will also enhance our verification system

and other relevant systems in global opera-
tion in order to ensure a rapid response

to customers.

Expand Portfolio

SMO

RAN SI
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- (5th Generation Core network)
x (Radio Access Network System Integration) m
é (Central Unit/Distributed Unit) m
(Open Radio Unit) m

2. Expand 5G portfolio beyond
hardware to include software
and develop a recurring
business model

We are expanding our 5G portfolio to include
software in the areas of central and distrib-
uted units (CUs/DUs), 5th generation core
networks (5GC), and service management
and orchestration (SMO). We also consider

it our responsibility to provide system inte-
gration (SI) services as part of our effort to
offer an optimal solutions package. In addi-
tion, NEC’s virtualization software technology
will expand the domains where our general-
purpose hardware can be utilized, which

will make it possible to reduce costs while
increasing trust with customers. These efforts
will help achieve a shift toward a more
software-focused business and higher

profit margins.

SW = Software
HW = Hardware

services

products

0ljojy10d 55 S, 03N

3. Establish a global 5G business
framework

In Japan, we are working to implement
development and quality control for both
infrastructure-related products that take

full advantage of 5G’s capabilities, and for
advanced functions such as Al and machine
learning that are set to become core technol-
ogies in the future. In addition, we are build-
ing a system for global development and
production related to the Internet of Things
(loT) that can also be utilized by partners.
This system is primarily being developed in
India for the country’s cost competitiveness
and is aimed at IoT for use in production and
ensuring connectivity. First, we will select and
focus on customer bases in North America
and Europe where Open RAN is being
actively promoted, and expand from there.
Establishing a system for promoting Open
RAN early on and providing services to a
large number of customers will help us secure
a position as a key Open RAN vendor.

Measures to Expand and Develop Portfolio

« Establish operational support systems for mobile networks
« Streamline and automate operations

« Create open, virtualized mobile core software to enable flexible

« Create Open RAN ecosystems assembled with NEC and partners’

« Ensure safe and secure mission-critical systems

« Create open, virtualized radio intelligent control software

« Support a wide range of radio units (RUs) through the combination
of NEC and partner products

« Establish Open RAN radio units (O-RUs) for Massive Multiple Input
Multiple Output (M-MIMO) in order to utilize features of 5G

« Utilize partners to expand portfolio
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NEC’s Business Model

Mid-term Management Plan 2025

Core DX Business

The conditions that affect society and companies change with each passing day, becoming increasingly complex and uncertain.
This situation has made digital transformation (DX) increasingly important. DX is defined as “the process by which companies
respond to rapid changes in business, using data and digital technology to transform their products, services, and business
models based on the needs of customers and society, as well as to transform the business itself, the organization, processes,
and corporate culture to establish a competitive advantage.” Recent years have seen DX permeate society and companies
at an accelerated pace. This is due to changing business conditions, such as the rapid rise in collaboration between
industries and active restructuring efforts across industries, as well as the evolution of technologies such as Al loT, and

5G networks. In addition, there is an increasing demand for end-to-end solutions that range from consulting to delivery.
Framed in terms of seizing the future together, it is imperative that we present clearly what changes these technologies are

Business Conditions

Mid-term Targets: Adjusted Operating Profit
and Adjusted Operating Profit Ratio

(Billions of yen) 570.0

Adjusted

ort 2022

Key Achievements in Fiscal 2022
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« Leveraged collaborations with hyperscalers to gain a competitive

edge in cloud-related business

« Launched a strategic partnership program in anticipation of
acquiring large projects

+ Acquired large projects through collaboration with ABeam
Consulting

supposed to elicit from society, how data is to be held and utilized, and how the systems we propose are crucial to this
process. Moreover, we must include the negatives alongside the positives. Now, more than ever, we need to put forth an
image of the future from the user’s perspective and outline what we need to do to make that image a reality.

NEC’s Core DX Business

NEC’s strengths lie in its efficient R&D and its high-quality implementation capabilities, which it has used to help develop
social infrastructure and network platforms in Japan for many years. All of NEC’s businesses are tied to DX in some way, so
we naturally have a track record of providing DX solutions to customers in a wide range of industries. In addition, NEC utilizes
itself as a testing ground to promote DX. This practice has a dual purpose. First, using our DX initiatives in-house increases
competitiveness as a company, which means that, second, we become a powerful use case that we can show customers the
efficacy of our cutting-edge offerings. In February 2021, NEC was named as a DX-certified operator by the Ministry of
Economy, Trade and Industry, in recognition of its overall commitment to DX as shown in its vision, business strategy, and
systems—making it the first company in the electronics industry to receive such certification. Now NEC is working to further
enhance its human resources while increasing coordination with its powerful delivery capabilities.

These efforts include working with one of its Group companies, ABeam Consulting Ltd., one of the top consulting firms
in Japan in terms of the number of consultants and sales, and establishing its own strategic consulting division.

Menu of DX Offerings

DX Goals

DX Offerings for All Industries

DX Offerings by Industry

Creating Innovation
Client Contact
Reforms
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Strengthening DX

Foundation
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Business Opportunities
«Increased importance of DX

« Increased demand for end-to-end solutions that
range from consulting to delivery

Creating New Market and
Business Opportunities

Client Experience Reform

Supply Chain Reforms

Operational Automation

Workstyle Reforms /
New Workstyles

Establishing Digital Trust

Organization /
Talent to Support Digital Shift

Al & Use of Data

Cloud Services

NEC’s Strengths
« Efficient R&D

« High-quality implementation capabilities and a strong

track record

NEC o NEC
. porate ) Social and
Value Chain el Safer Cities &
Industrial DX Lifestyle DX

Innovation
Logistics & Digital

Retail Mobility Government Smart Cities

Manufacturing

Intelligent
Connected Smart Logistics & Digital City

Manufacturing Retail CX Mobilif Government  Management

Hotel / Leisure / Opportunity Public Safety / Digital
Real Estate Finance (Social Value) Transpgitation Disaster Prevention  Healthcare

Smart Digital
Venue CX igital Fit p Healthcare

Security Network
Technology
Supporting DX
Modernization &

Biometrics / Video Analysis

Risks
« A shortage of DX personnel that could
lead to sluggish earnings growth

+ Abundance of resources, including the human resources
and foundation provided by ABeam Consulting and
in-house strategic consulting division

OP ratio

FY2022 FY2026

Business Opportunities and Key Measures for the Medium to Long Term

1. Provide value via a comprehensive approach
encompassing consulting to delivery

2. Develop and establish common ICT platform
technologies and standardized offerings

This strategy relies on a combination of the upstream consulting
strength of ABeam Consulting, which operates on a domestic scale
of approximately 5,000 consultants, enhancing NEC’s own consultants
through its DX personnel development program and utilizing these
people in tandem with NEC’s robust delivery capabilities. These
one-stop services will help us support DX for society and companies.
Moreover, this strategy will allow us to provide support across the
entire life cycle of a customer, beginning with strategic consulting
for customers, and thereby widening the scope in which we can
generate value.

m For more details on the development of DX personnel, please refer to
page 49.

3. Increase competitiveness through hybrid IT

We will transition from solutions that were previously optimized
individually by industry and customer toward a business that is
optimized overall, driven by a common platform in the form of NEC’s
digital platform. This will enable us to provide value to our custom-
ers with a sense of speed. Our plan is to create a platform using NEC
technology that will effectively facilitate DX for both companies and
society with the idea that repeated usage will reduce costs. We also
aim to improve price competitiveness by standardizing our solution
offerings and setting prices based on value provided.

4. Lead the shift in society with DX

We intend to increase competitiveness by creating a hybrid IT envi-
ronment through an optimal combination of cloud, data center, and
on-site functions. This IT environment will be optimized to meet
individual needs through the combination of NEC’s own high-security
multi-cloud and global strategic collaborations with AWS (Amazon)
and Azure (Microsoft).

Strategic Consultants Designers
(Organizers)

Domestic: Approx. 5,000 professionals

Overseas: Approx. 1,000 professionals

We will coordinate with government policy and utilize NEC’s technol-
ogies, such as biometrics and Al, as well as our end-to-end imple-
mentation to support projects that will transform society. These
projects involve the steady promotion of DX in domestic govern-
ments spurred on by the creation of the Japanese government’s
Digital Agency, construction of super cities, and infrastructure-
coordinated mobility.

Technology Design - Implementation -

Consulting - Overall Design - Area Selection for Digitalization o

Data Scientists

Technologists Engineers

ABeam’s Consulting Capabilities

(Strategy / Industry / Process / Technology)

Consultant training
capabilities

Consulting
capabilities

Business Processes / Capabilities

Approx. 200
DX strategic consultants

Approx. 20,000
IT consultants / SEs

Large-
scale SI
capabilities

Maintenance /

Technological
BPO capabilities

capabilities

Rich pool of talent to support the NEC Group’s end-to-end execution capabilities

Approx. 25,000
domestic
partners

Approx. 2,600
maintenance /
facility personnel
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NEC’s Business Model

Mid-term Management Plan 2025

Creation of Future Growth Businesses Base Businesses

Looking to the future, the Mid-term Management Plan Accelerating commercialization by integrating R&D To improve the profitability of our base businesses, we have set a hurdle rate for operating profit ratio and divided the busi-
2025 also calls for the creation of future growth businesses, and business development nesses into categories. We are using this rate to conduct a Group analysis, after which we will clarify policies in response to
in addition to digital governments, digital finance, 5G, and Disruptive technologies the analysis and formulate individual plans accordingly.

core DX. NEC’s disruptive technology stands to upend the  Unique technologies that could disrupt current business For medium- and high-profit businesses, we will select benchmark companies and strive to overtake them in terms of
mainstream technologies of the current day. It is the basis models (privacy-preserving data analytics) operating profit ratio. As for low-profit businesses, we have formulated individual turnaround plans aimed at improving

« Defense technologies (quantum cryptography, laser

communication, etc) profitability. We are monitoring progress of these plans, taking resources from businesses that do not achieve their objec-

tives, allocating them to key areas, and taking appropriate action in cases where recovering profitability is deemed unlikely.
In fiscal 2022, we began this monitoring under the leadership of the CFO, and our adjusted operating profit ratio has since

of our efforts to create new businesses, and we will work
with forward-looking customers in Japan and overseas and

S . . Inbound innovation
research institutions in Japan and abroad to commercialize

« Overseas business models and industry-specific know-how

the technology, applying the business development know- « Collaboration with advanced customers, research institutions, increased 2.6%. In fiscal 2023, we plan to ramp up these activities and optimize our business structure with actions that
how we have cultivated in recent years. Our target business and venture capitalists include downsizing some businesses and shifting resources, and we expect that our adjusted operating profit ratio will
areas align with the layers of the NEC 2030VISION: envi- New business development know-how increase by more than 1% compared with fiscal 2022 as a result.
ronment, society, and life. . SOtDlata: A"btaseg_drug distcovery' and other new business With these measures, we expect to reap the benefits of our improvement plan, complete the review of our business
. . evelopment acnievements . . . o .
We plan to create growth businesses that will help . Busmeﬁs development methods™ utilizing internal and portfolio, and raise profitability up to our target level by fiscal 2026.
realize the NEC 2030VISION, using our highly capable external capital
technology, overseas business models abroad, industry vy Adjusted OP Ratio [ 20.0% o TTTTTTTTITITTIT ;
- , . - - " . . 1 - H 1
know-how, and collaborations with research institutions ngl};t: ITe{llum' : | !
o . ) rofit business
and venture capitalists as starting points. 15,00 Aoss i Goals for l
U7 : 8.0% FY2026 . . . :
1 s 1
Specific examples of initiatives: 1) Healthcare and life-related businesses; FY2031 NEC healthcare business value (forecast): . High-, medium- E i
¥500.0 billion*2 i Low-profit E;gg;:ll-)usmess P  , . :
- ~ 10.0% |- oo business AR e ! :
; . FY2026 . ! !
. _ Al-based analysis ; o o . . . ] '
De.llver healthcare / of endoscopic 2:?;?;?:;“15 Ll\[l ng L|fe to the : i  4.0% |- Resultsfor = | -
tailored to people’s RG] images; sales and ordering . : : FY2022 :
TS R system Fullest I - SR : : |
____________ 1 :
! Low-profit | e T 2.0% [ Results for-< | i !
. business R L T FY2021 i
1 1 -~
Monitoring and I . ! FY2021 L T . | -
Leverage electronic provision of advice (2 ‘,f':;’.i,',"cit,',}’,?t?ofns » Overcome diseases : 5 | H y i
. based on gait (=Y V) 3 5 . i ) | ! 1 [{¢ | |
medical records and conditiong from L~). [U | and disease risks Preventillness 0 : 1,000.0 : 2,000.0 Revenue ! 0 600 650 700 i
ordering system insoles equipped {)rl‘t))Tdr:I::trzianl « Lack of want fTTTTTTTTToTmommmmmmms : (Billions of yen) 1 I
LB ENEIAS « Mental and physical
wellness
Support . Start of clinical . . . : i i itori
personalized \}é\/ ﬁ trials on personal- :g:;ﬁgtﬁ\\éarfg:/neis Healthcare industry: Low-profit Business Monitoring System
i S > ized neoantigen : OTH
:ceiaelr:tlecare with < vaccines in 2%19 coronavirus 33-0 trl lllon yen*3
{ J — FY2021 2H Achievements in
*2 Calculated using both the comparable company method and the DCF method based on a target for 2030 (sales *3 Source: Future Direction of the Next Generation .
revenue of ¥100.0 billion) Healthcare Industry Council (published by the Ministry formulation ® Setting of hurdle rate FY2022
of Economy, Trade and Industry, 2018). Market size is H
an estimate of the Japanese market in 2025. ® Formulation of turnaround plan ® Improved adjusted operating
NEC’s Recent Efforts in the Al Drug Discovery Business E,]rggitt;?,?:qogizg g;scull:to()f fhoraugh
April 2022 « CEPI** partners with Japan’s NEC Group to develop artificial intelligence-designed broadly protective betacoronavirus vaccine. ® Implementation of investments to carry @ Transferred shares of NEC Energy
m For more information on Al drug development, please refer to page 45. out p[a ns Solutions
*4 Coalition for Epidemic Preparedness Innovations |mp|ementati°n, . . .
. © Review of business portfolio
+ NEC and Shionogi & Co., Ltd. enter into strategic research collaboration for novel hepatitis B therapeutic vaccine. evaluation

® Exit/Resource allocation from underper-

https://www.nec.com/en/press/202204/global_20220418_01.html forming business to key segments

November2021 NEC and Transgene announce positive preliminary data from Phase | studies of a novel individualized cancer vaccine, jointly developed
using NEC’s Al-driven neoantigen prediction system.
https://www.nec.com/en/press/202111/global_20211123_01.html

Initiatives in FY2023

Specific examples of initiatives: 2) Businesses related to carbon neutrality Achievement of target levels ¢ Eﬂ;?ﬁegg ;f:sgf,:g ?,E,)Ell[,né,zsg
downsizing some businesses

m For more information on our businesses related to carbon neutrality, please refer to “2. Increase Contributions through Businesses” on page 57. and shifting resources



ttps://www.nec.com/en/press/202111/global_20211123_01.html
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NEC’s Business Model

Mid-term Management Plan 2025

Financial Strategy

Enhancing Cash Generation Capabilities by Building Robust Financial and Non-financial

Measurement Methodologies

We will continue to bolster our ability to create cash through growth strategies and management foundation reformsin
pursuit of a business structure conducive to generating adjusted operating profit of ¥300.0 billion by fiscal 2026.

m Please refer to the CFO Message on page 36 for more details on our financial strategy.

- Respond to changing business environments without
AU R SR 68 missing out on opportunities

Shift from P/L management to management that also Building of robust financial and non-financial measure-

emphasizes capital efficiency ment methodologies aimed at sustainable growth

« Achieve investment returns beyond market expectations + Maintain investment capability to respond to global competitors
(capital cost) « Reinforce non-financial measurement methodologies to underpin

« Continue activities to improve capital efficiency, such as CCC sustainable growth of the Company and society

compression and reduction of cross-shareholdings

Capital allocation focusing on business growth

Reinforcing Non-financial Measurement Methodologies to Underpin Sustainable Growth

Under the Mid-term Management Plan 2025, we are working to enhance our non-financial initiatives and to promote highly
transparent disclosure of information centered on “materiality”—priority management themes from an ESG perspective.
This will ensure we remain in ESG indices used for ESG investment. In fiscal 2022, NEC continued to be listed in global ESG
indices such as the Dow Jones Sustainability Indices, the FTSE4Good Index Series, and the MSCI ESG Leaders Indexes.

m To view a list of ESG indices that include NEC, please refer to page 83.

“Materiality” in the Mid-term Management Plan 2025 (from fiscal 2022)

Key Themes (Materiality) Main Initiatives FY2026 KPIs Results for Fiscal 2022
1. Acceleration of environmental management
Climate change toward achievement of SBT*1 1.5°C by 2030 | 1. 33.6% reduction*? 1. 31.1% reduction*?
= (Decarbonization) 2. Contribution to CO: reduction through (compared with FY2018) (compared with FY2018)

customer DX

1. Doubling of internationally | 1. Approx. 200 CISSP* certification

Security 1. Development of human resources in certified personnel holders (30% increase compared
. advanced security to handle social -

Al & human rights infrastructure with FY2021)
Diverse human . — L 2. Incorporated initiatives 2. Incorporated initiatives based

2. Al provision and ut|l.|zat|on prioritizing based on the NEC Group Al on the NEC Group Al and
resources respect for human rights ; ! - -

and Human Rights Principles | Human Rights Principles

1. Further improvement of transparency of
Corporate governance corporate governance 2. Suppliers agreeing to 2. Suppliers agreeing to procurement
Supply chain 2. Strengthening of collaboration with procurement guidelines: guidelines: 80%*:
sustainability suppliers from a human rights/ 75%*
Compliance environmental perspective 3. No. of serious incidents: 0 : 3. No. of serious incidents: 0

3. Eradication of serious compliance incidents

*1 Science Based Targets *2 Scope 1,2 *3 Ratio based on procurement amount * 4 Certified Information Systems Security Professional

As part of an effort to confirm the impact of non-financial initiatives on financial performance, we employed “Digital ESG
Data Analytics,” an ESG management support system provided by ABeam Consulting Ltd., to conduct an analysis examining
the correlation between Price-to-Book Ratio (P/B) and non-financial indicators. In fiscal 2022, we analyzed 273 non-financial
indicators that the NEC Group is working on from their fifth year of implementation to their tenth year and looked for corre-
lations with the P/B. Based on our analysis, 25 indicators correlated with an increase in the P/B. For example, a 1% increase
in the number of female department heads or higher, our indicator of diversity, would result in a 3.3% increase in the P/B
after seven years. Continuing this analysis into the future will help us to identify non-financial initiatives that will lead to
greater corporate value, to properly allocate investment toward these initiatives, and to review materiality as appropriate.

@ For more details, please refer to “Analysis of the Relationship between Non-financial Indicators and Financial Indicators” on page 14 of Sustainability Report 2022.
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Transformation of Culture and How We Work

We will aim to become a company that pursues innovation and
brings together diverse human resources under the NEC Way as

Engagement Score FY2026 Target

well as a company that is the preferred choice of employees. 5 0 0
To realize an engagement score of 50%, we will transform /0
people and culture, establish a business infrastructure, and create (FY2022 35%)

a shared vision toward realizing a brighter future with customers.

* Based on the Kincentric Survey of a 50% score, which is a Tier 1
level result and in the global top 25 percentile

1. Transformation of People and Culture

We will proceed with the transformation of people and culture by emphasizing our
key initiatives of accelerating diversity, which serves as a source of innovation, and
advancing workstyle reforms in order to provide a better workplace for a diverse array + Cloud transition of Companywide

of individuals. mission-critical systems
(HR, procurement, etc.)

« Integrated redesign of processes,

Initiatives under the Current
Mid-term Management Plan

m For more details, please refer to page 46.

2. Establishment of Business Infrastructure systems, and IT
Contrary to our previous structure through which various initiatives were carried out * Enhancement of data-driven
. . . K management (Al utilization, data
by our respective departments, our new Transformation Office has been established structure optimization)
under the direct control of the CEO. The Transformation Office will be tasked with
managing business process reforms, financial system reforms, and the Group-wide IT Full-scale Launch of Thought

Leadership Activities

system, while serving as the nucleus for our promotion of reforms in the three domains
fbusi £ diT t « Refine our future vision based on
of business processes, systems, and IT systems. sodel et insigiis
In regard to our IT systems, we will proceed with cloud transformation of the NEC - Disseminate social system
Group’s core system, the redesigning of business processes and systems in unison with innovations

. ' « Strengthen general research
IT, and the revamping of our data-driven management. e i e L sty

3. Creation of a Shared Vision for a Brighter Future with Customers other thought leaders

As a market leader, we believe that it is our responsibility to create a shared vision for a

brighter future with customers by actively communicating our future vision to customers and society as a whole. By doing
so, we will look to create new value.

To achieve NEC’s Purpose, we must harness the power of digital technology and work with our multitude of stakehold-
ers to seize the future together. This will make the NEC 2030VISION, the embodiment of our Purpose, a reality for the future.
To this end, we are ramping up our Thought Leadership activities in order to boost our ability to offer solutions to society.

In April 2022, we invited Ms. Kumi Fujisawa, who has been active in an external think tank, to serve as chairperson of the
Institute for International Socio-Economic Studies (IISE), a think tank run by NEC. In July of the same year, we also brought
astronaut Mr. Soichi Noguchi on board as an executive chief fellow. (https://www.i-ise.com/en/about/about_top.html)

We will use this think tank and other means to conceive and communicate an idea for a future that captures the imagina-
tion of society. In doing so, we will attract a group of like-minded people who will form a market around this idea, and then,
through co-creation, verification trials, and ultimately business creation, we will begin implementing this idea in society.

Comblnmg humanities and Enhanced functions for highly effective proposals
Communicating social system reform science to enhance Al ethics beyond mdustry borders
Rights Enacted Kumi Fujisawa invites

Principles i
p April 2019 Soichi Noguchi to serve as

. N Kumi Fujisawa Soichi Noguchi
executive chief fellow ! 8
Legal and Research
social in Al security

NEC » Newly established Thought
Group Al Leadership Department

and Human +lISE Chairperson

."tll'

J
F acceptance TR Open co-creation and standardization
D TS + Rulemaking I
" " - ‘ L fraudulent Strengthen global collabora- ‘L-),l FILWARE
Hitoshi Imaoka  Eiki Momotani 'd"’te”‘t?ss/ raudulentimage tion by utilizing data FOURDATIGN
NEC Fellow NEC Managing a ' e, ection i ) « Promote global co-creation
Executive - « Privacy protection learning with universities

. X aio
« Universal learning 0
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NEC’s Business Model

Employee Roundtable

Creating New Social Value
through KMD Digitalization

As governments around the world focus their attention on digitalization, NEC acquired KMD Holding A/S
(KMD), one of Denmark’s largest IT companies, in December 2018. KMD has overwhelming strengths when
it comes to providing solutions for government and local public institutions, such as those involved with
social security, taxes, policing and defense, as well as financial institutions and city infrastructure. We
asked three members of KMD to talk about the advantages of the company, to give us an update on its
collaborations with NEC, and to tell us about what the future holds in terms of the digitalization of
.Hﬂ"“ -

government and society.
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Ditte Haugaard Clausen
Ditte

KMD / —
Lead Sustainability Officer Head of Al and NLP (Natura}anguage Processing)
<

Malte Hoi

Lead Digitalization Officer

Q. What made you want to work for KMD?

GHD

If you include my previous employment, I have been
involved with digitalization in the public sector for almost
30 years. In my previous position | was involved in setting
up several core systems for the government and introducing
new digital technology into the public sector.

KMD saw my involvement in public sector digitalization
and reached out to me with perfect timing, just as | was
really starting to feel like | wanted to do something that
had more social significance. The reason | like working for
KMD is that its IT systems give people more access to social
security and other benefits of the public sector; their
business helps society.

CHD

Over my career | have been driven by the idea of using
technology to benefit society, and | decided to join KMD
because | was convinced that KMD has a unique ability to
help actualize that idea. | am currently involved in devel-
oping solutions for the public sector that utilize Al. We are
using the power of IT to improve operations in the public
sector, which optimizes society as a whole and creates a
better life for all people. The fact that we are developing
technology and software that provides major value for
society, and the knowledge that our work directly benefits
society, are the most appealing points about working at
KMD and give me great motivation.

KMD is a well-known and trusted company in Denmark,
thanks to its earnest efforts to help digitalize the public
sector. | was interested in using my area of expertise,
communication, to help KMD express how digitalization
could help support the green transition, since this
connection is still not entirely clear to society.

Q. Denmark is ahead of the curve when it comes
to digitalizing the public sector. How has
KMD contributed to this success?

I think there is a mix of factors.
Firstis the fact that the effort was led by the government
itself, via two state-owned IT companies that have since
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gone private. In fact, one of these companies was KMD.
The government initiated its digitalization efforts in 1968
by introducing a unique ID for every citizen. Denmark is a
country with a small population, meaning there are few
civil servants, and higher personnel expenses. This makes
it difficult for administrative work to proceed smoothly,
but this problem can be solved by IT. The Ministry of
Finance was key to this transition and pushed government
agencies to digitalize to ensure that no citizens would be
left behind.

The second factor ties in to Ditte’s point—trust. People
in Denmark tend to trust their government and public
sector institutions. This trust, or the lack of it, is the big-
gest barrier to digitalization in countries like Japan and
Germany. Yes, they have central registries, but trust is still
lacking. Despite the high tax rate, Denmark has a strong
welfare system that is grounded by the idea of fair distri-
bution for all. It is exactly because of this social infrastruc-
ture that there is mutual trust between the government
and its people.

In addition to trust, the high level of education, good
Internet access, and politicians who envisioned a digital
society all played a part.

When digital technology was not commonplace, KMD
already had a great deal of technological strength and
knowledge. It took advantage of both to make an active
effort to advise public organizations on matters of policy
making for digitalization. To this day, we are still a member
of a large trade organization and offer regular advice and
other essential drivers of digitalization.

GHD

In addition to taking advice from the industry in general,
the government will also turn to KMD for opinions on

new systems and drafts for regulations regarding digital
technology. Feedback from the industry (and us) then gets
reflected in tenders for new systems as well as regulations
or legislation.

In addition, KMD has also provided the government
with solutions such as a citizen portal site and digital mail-
boxes. The government has since taken over these services,
but these ideas devised by KMD have formed the basis of
Denmark’s digital social infrastructure.

When building a system, usability is of the utmost
importance. For instance, the portal was designed so that
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Employee Roundtable: Creating New Social Value through KMD Digitalization

necessary information could be accessed within three
clicks and sections are ordered and displayed by frequency
of use.

One notable case in recent times is the MyHealth app,
which was updated to become much easier to use during
the COVID-19 pandemic. The app is linked with a person’s
national ID, so it can be used to receive and display COVID
test results quickly. Since this app needed to be useable
by all citizens in a short amount of time, KMD placed a
particular focus to make it easier for elderly people to use.

CHD

We are also transparent about personal information
protection, which is one of the biggest roadblocks when
promoting digitalization. For example, the law stipulates
who can access personal information and under what
conditions, and you can see who has access to your per-
sonal information and why. It is also possible for a person
to choose not to disclose their address or personal infor-
mation for whatever reason. | believe that making these
considerations and properly informing people about how
their personal information is handled has served to break
down these roadblocks and accelerate our drive toward a
digital society.

The key to future services is “usability,” as Hans pointed
out. We recognize that KMD needs to create software that
is intuitive and easy to use, since that is what spreads the
use of digital solutions.

Q. What matters of interest do you see going
forward, and how do you address them?

GHD

| think the next big digitalization driver is the transition to
a green society. To create this new society, we will need to
make full use of IT in roles that include managing power
production and consumption while also working to move
away from our dependence on fossil fuels. That is one
major area where we should focus our energies over the
next 50 years. We also still have yet to resolve the issue

of too few civil servants in the public sector, so we need
to use IT in these fields to automate and increase
operational efficiency further.

CHD

As things are now, there are several examples within public
institutions that require work to be checked in ways that
require many people doing repetitive, manual tasks.

We could use KMD’s various technologies to tackle this
issue and others like it, and improve efficiency by leaps
and bounds.

Like Hans said, our next task is supporting the transition
to a green society. KMD prides itself on its digitalization
capabilities, especially when it comes to understanding
electricity and water consumption and similar information.
We already manage and analyze data for a large portion of
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electricity and digital water meters, and we already have
solutions to optimize consumption ready to go. Current
regulations impede our ability to take advantage of these
services, but the technology has already been developed
and has been proven to actually reduce consumption by
10% to 15%, so we will keep ramping up our efforts to
create a sustainable society.

CHD

| expect great things to come out of our work with NEC,
particularly in promoting the transition to a green society.
NEC’s advanced sensors, digital twin platforms, and
Al-related strengths, all of which are an integral part of
energy management, synergize well with KMD’s solutions
and data. Together, we have succeeded in developing

Al and platforms that contribute greatly to this green
transition.

Q. What effect would you like digitalization to have
on Denmark as a country?

GHD

The ideal society would be one where digjtal technology
is a natural part of people’s lives that makes things more
efficient by helping them make the right decisions at the
right time. To put this in the context of a green transition,
making IT a part of people’s lives will make it possible to
consume water and electricity in a way that is easy, efficient,
and requires less of a conscious effort, and that will help
drive efforts across society.

I would like us to create a “smart” society, with humanity
at its core. It would be a great thing if Al and robots could
handle routine or simple tasks—anything that could be
automated—so that we could concentrate on coming up
with new ideas and communicating with one another, the
sorts of things only people can do.

I'would like Denmark to be a country that is highly
flexible when it comes to energy use, and one that is
driven by 100% renewable energy. | want KMD’s solutions
to help make Denmark a trailblazer in these efforts.

CHD
I completely agree with Ditte and Hans. | want Denmark
to become a flexible country that takes advantage of new
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technologies as a way to resolve problems in every area.

| also believe that if we move the public sector toward
data-driven operations, we will become more effective and
produce better results, and this applies to sustainability
too. KMD has a wealth of technology that will help
Denmark become a better society, so | would like to
appeal to the country to take advantage of it more.

Q. What are your expectations of NEC?

GHD

KMD and NEC are good partners that share the same vision
of the society that we would like to create. Together we can
create and offer overwhelming services, incorporating
KMD’s knowledge and products with NEC’s R&D capabilities
and global network. A good example of this is one of
KMD’s key products, WorkZone, a flexible document and
process management system that can be configured to
meet the regulations of markets where it is implemented.
This product has already been proposed to customers in
Singapore, Japan, and Australia through NEC’s global
network. We would like to enhance our alignment with
NEC so that more citizens around the globe can benefit
from KMD’s products.

“Trust,” as we have borne in mind over the years, is essential
when you are involved in digitalization of government and
society. Likewise, mutual trust is indispensable between
KMD and NEC. NEC is highly regarded by society not only
for its technological expertise but also because of the trust
that NEC has earned over the years, something that is
embedded in its corporate philosophy. This trust is
something KMD values as well, and we will make the
utmost effort to maintain this trust together.

| Malte

KMD and NEC working hand in hand could create a
digitalized society in @ more sophisticated manner than
they could on their own. On the journey toward becoming
digitalized and data-driven, advice from NEC from a
technological perspective could be a key factor. We would
like to harness the synergies that arise from our great
partnership to create more useful and innovative services
to better benefit society.
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CFO Message

Maximizing Long-term Profit, Optimizing Short-term
Profit, and Increasing Corporate Value through
Achieving the Mid-term Management Plan 2025

Osamu Fujikawa

Executive Vice President, CFO (Chief Financial Officer) and Member of the Board (Representative Director)

Maximizing Long-term Profit, Optimizing Short-term Profit

The Mid-term Management Plan 2025, which covers the period
from fiscal 2022 to fiscal 2026, is driven by fundamental policy
in which we gear our business activities toward generating
cash, our source of growth, and then allocate capital to maximize
long-term profit while optimizing short-term profit. This will
create a profit cycle that will increase corporate value. We
have also set indicators to measure achievement. For one of
these indicators, EBITDA, we have set a target annual growth
rate of 9%. To raise capital efficiency, we have adopted ROIC
as an indicator and set our fiscal 2026 target at 6.5%. Beyond
the financial aspect, we have established a policy for enhancing
our non-financial measurement methodologies and will there-
fore invest in non-financial areas as part of our commitment to
increase corporate value, and to do so in a sustainable way.

In fiscal 2022, the first year of the plan, we were hit by
component shortages, but even so, we managed to increase
revenue thanks in part to the expansion of our growth busi-
nesses as a result of increased shipments of 5G base stations,
our collaborative work with ABeam Consulting in core DX,
and other factors. While we made vast improvements to our
operations, the impact from component shortages, higher

strategic expenses, and a drop-off in one-time profits from
fiscal 2021, among other negative factors, led to a decrease
in adjusted operating profit of ¥7.2 billion from the previous
fiscal year. On the other hand, we broke our record for
adjusted net profit attributable to owners of the parent for the
third consecutive year due to a decrease in tax expenses. In
light of these results, and based on forecasts made at the
beginning of the fiscal year, we paid an annual dividend to
shareholders totaling ¥100 per share, reflecting a ¥10 increase.
In fiscal 2022, we reached our initial target for adjusted
operating profit under the plan. In addition to reaping the
benefits of investments made over the three years of the
previous mid-term management plan, we aim to maximize
long-term profit and optimize short-term profit through
investments, with a view to long-term and meticulous business
management. | believe this two-pronged approach has set a
virtuous cycle in motion. By keeping this cycle moving, we can
show that we have moved away from a company whose plans
end unfulfilled to one that does what it says it will do. | for
one want this to happen, and for us to win back the trust of
the market.

Generating Cash for Strategic Investment

Over the course of fiscal 2022 to fiscal 2026, we intend to
generate cash flows from operating activities amounting to
¥1.3 trillion. Our policy is to secure a certain amount of surplus
in order to avoid missing out on investment opportunities,
and to pounce on the right opportunities when they arise.

The shortage of parts and materials, which manifested
around the summer of fiscal 2022, had a negative impact on
business results, but thanks to Companywide efforts, we were
able to limit the negative impact on operating profit to ¥8.0
billion. On the other hand, the strategic increase of our
inventories conducted in response to these shortages resulted
in a year-on-year drop in free cash flow of ¥68.3 billion, to ¥84.1
billion. In fiscal 2023, we plan to generate revenue amounting
to ¥18.0 billion by bringing our inventory back to normal levels
on the assumption that the shortage of parts will subside.

We will maintain appropriate control over temporary
factors such as this shift in inventory as we continue to expand
growth businesses, improve the profitability of base businesses,
increase asset efficiency, and convert our assets to cash in line
with our fundamental policy. This will generate the cash we need.

> Generating Cash by Improving Base Business
Profitability
As CFO, | keep a close eye on low-profit businesses in an effort
to improve the accuracy of our annual plans for base businesses.
We have set an operating profit ratio of 7% or higher as a
hurdle rate to determine which of these businesses should
continue. As a first step to helping these businesses over this
hurdle, I will sit down with the relevant business unit and
hammer out a plan, and then implement measures for

WV 4

|

improvement. If a business cannot reach this hurdle rate by
fiscal 2026, we will explore other options, such as reorganizing
our business portfolio. Thanks to the work we have put in to
date, we have steadily raised the profitability of NEC as a whole;
and in fiscal 2022, we improved the adjusted operating profit
ratio of low-profit businesses by 2.6%. In fiscal 2023, we plan
to improve this ratio by a further 1% by stepping up these
measures and optimizing our business structure, which will
include downsizing some businesses and shifting resources.

> Generating Cash by Improving Capital Efficiency
Since the previous mid-term management plan, we have
engaged in activities to shorten our cash conversion cycle (CCC),
which is ultimately an effort to improve capital efficiency. As a
result, we reduced our CCC by 12 days over the course of two
years, from 72 days as of March 31, 2019 to 60 days as of March
31,2021. As of March 31, 2022, this number has rebounded to
66 days, but this is due to our decision to strategically increase
inventories that | alluded to earlier. If we exclude this extenuating
circumstance, we actually shortened our CCC even further, to
58 days. Until fiscal 2021, corporate headquarters had a hand
in efforts to improve NEC’s CCC, but in fiscal 2022, the leaders
of each business unit proceeded with their efforts and

Free Cash Flows

(Billions of yen)
274.9 280.0

-100.0

-122.5

FY2021 FY2022 FY2023
(Forecast)

M Cash flows from operating activities M Cash flows from investing activities
O Free cash flows

achieved improvements with autonomy. | believe the height-
ened awareness of capital efficiency coupled with cultural
reforms is steadily building up our execution capabilities.

This is important because, under the Mid-term
Management Plan 2025, we are transitioning from profit and
loss-centered management to management that emphasizes
capital efficiency. ROIC is generally the go-to indicator for
measuring capital efficiency, but in addition to ROIC, we will
emphasize various other efficiencies relevant to business
activities such as the efficiency of human capital and production.
However, if we place too much emphasis on efficiency, we will
restrain top-line growth in growth businesses and new busi-
nesses. Therefore, instead of monitoring efficiency throughout
NEC with a one-size-fits-all approach, we will adopt a long-
term perspective and expand the range of indicators we can
apply to each business in order to match its specific nature. As
an example, for fiscal 2023, we will set management indicators
such as free cash flow or EBITDA, which are best-suited to
each business, and then build logic trees for these businesses
to determine key performance indicators (KPIs) that will play
an integral role in formulating plans and steering operations
for fiscal 2024.

Sales of Investment Securities

(Billions of yen)

Cumulative sales:
fluctuation’
etc. 115.8

Bookvalue 115.8

billion yen
7777777 77.4
Listed companies
Non-listed
companies
FY2020 FY2021 FY2022
Uised companies " 108 63 52
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We will maintain an appropriate surplus for
strategic expenses and investments, and
invest when the right opportunity arises.

We are working to build an understanding of capital costs
among division general managers to ensure this strategy works
effectively. Profit is undoubtedly important. The idea here is to
have a shared understanding throughout NEC that, as a
company, we have an obligation to the capital market and
financial institutions to generate profit that exceeds capital
costs—in fact, this duty is how NEC is able to exist—while also
using the targets set for fiscal 2024 as a means to further
improve capital efficiency throughout the Company.

> Generating Cash by Converting Our Assets

In April 2020, we set guidelines for eliminating cross-
shareholdings. This, coupled with our transition to the
Prime Market segment of the Tokyo Stock Exchange, means

that we have an even greater obligation to justify whatever
cross-shareholdings we have in our possession. These shares
are subject to comprehensive annual review by the Board of
Directors, in which the Board clarifies the strategic value of each
holding and considers the returns in terms of capital costs and
other perspectives. If the Board accepts the rationale for a
holding, it is kept; if not, it is sold. In fiscal 2022, we sold shares
in nine stock listings worth ¥19.5 billion. Compared with fiscal
2020, or over the course of two years, we have reduced our
cross-shareholdings in listed companies from 108 to 52.

In addition to cross-shareholdings, we are actively
monetizing available-for-sale non-core assets so that we can
allocate these funds to growth areas and areas that can
generate synergies.

Capital Allocation

We plan to allocate cash generated by the measures | have
mentioned toward strategic expenses, which will increase
corporate value and help maintain a surplus for future
investments. We will then seize opportunities to actively
invest in growth drivers and fields when they appear. As for
our financial structure, we improved both our owners’ equity
ratio and net D/E ratio, and over the medium term, we aim
to maintain the financial structure applied as of March 31,
2021, a structure that afforded us an upgrade by credit rating
agencies. Regarding dividends, our basic policy is to maintain
stable dividends with a target payout ratio of roughly 30% on
average over a five-year period.

In addition, we have made the decision to acquire treasury
shares amounting to ¥30.0 billion over the course of August 30,
2022 to March 31, 2023. This decision was made to send a clear
message to the market after a comprehensive assessment of
stock prices relative to our improved financial structure and
outlook. Altogether, we will adhere to our basic policy for
capital allocation in which we prioritize investment opportunities
for growth and provide returns to shareholders under the

aforementioned dividend policy and via capital gains achieved
by higher earnings and the corresponding increase in
corporate value.

Our basic policy for strategic expenses is to make
investments from cash flows from operating activities in
growth businesses while improving the profitability of existing
businesses; this includes active investment in the business
infrastructure and human resources that support it. In fiscal
2022, we made a balanced investment of ¥73.0 billion toward
these strategic expenses, an increase of ¥26.0 billion from
fiscal 2021. The announcement of these planned investments
was met with a negative response in the stock market, since
the increase caused our performance to fall below our plan
for the fiscal year. To avoid this from happening again in
fiscal 2023, we will use the strategic expense amounts from
fiscal 2022 as our baseline; and if we make increases in an
investment for a particular segment, we will only do so within
the scope of profit improvements in that segment. This will
help us manage these expenses and ensure that we do not
dampen our performance.

Non-financial Strategies for Enhancing Corporate Value

Year after year, as social issues become increasingly complex
and the demand for disclosure becomes increasingly strong,
the importance of management based on integrated thinking
is becoming increasingly important. There is a call to go beyond
disclosure of non-financial information at the request of

external parties, and to also provide non-financial strategies
that both show a clear link to the financial aspect of a company
and offer a logical explanation of how the strategies will
improve corporate value in a sustainable way. In response, we
are employing external evaluations and discussions held by
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Profit Cycle and Capital Allocation

Sustained EBITDA growth (CAGR: 9%)
« Ensure returns from proactive
expense management

Manage CCC along with growth ——

Optimization of portfolio assets
including sale of cross-shareholdings

Use of leverage within the scope of
maintaining financial soundness
Revenues
* FY2022-FY2026 total

A

(In principle, to zero) \

Continue stable, long-term dividends
(Average payout ratio: approx. 30%)

Financial

Increase rating level
soundness

Underpin stable growth

«Improve profitability of base businesses

«Business infrastructure development/
Human resource investment

Base investments

Investment pool that takes capital
efficiency into consideration
Growth + Digital Government/Digital Finance

investments *Global 56
+Japan IT business (core DX), etc.

Expenditures

the Sustainability Advisory Committee, which was established
in 2022, to identify and correct any deficiencies in our disclo-
sure and to make our explanations more logical. We are also
working with Group company ABeam Consulting to conduct

a causal analysis between indicators of corporate value and
non-financial data and initiatives. | would like NEC to analyze
and utilize non-financial indicators as part of data-driven
management while we continue to accumulate data.

Financing as Management for Sustainability

In July 2022, NEC issued Japan’s first sustainability-linked
bond with three maturities via a public offering in the domestic
corporate bond market. The issuance of the bond is an example
of NEC using financing to show its strong commitment to one
of its material issues (materiality), “environmental action with

a particular focus on climate change (decarbonization).” These
SDGs-based financing initiatives are the NEC Group’s “Purpose”
put into practice, and provide a way for us to engage in dialogue
and co-creation with a variety of stakeholders related to our
management of sustainability initiatives.

Final Remarks

In fiscal 2023, we intend to increase revenue by 3.8%, with this
increase centered on growth businesses. Taking into account
the additional profit from increased sales, we have also
forecast an adjusted operating profit of ¥185.0 billion. Although
the business environment remains uncertain due to factors
including the restricted supply of components and yen depre-
ciation, we will maintain a steady course by capitalizing on
the robust demand for DX and making full use of our ability
to respond to situational change. In addition, we have disclosed
our earnings forecasts for fiscal 2023 on a non-GAAP basis.
This is due to the fact that NEC’s senior management empha-
sizes non-GAAP-based indicators that include Purchase Price
Allocation (PPA) amortization to measure underlying
profitability.

We are in a time marked with instability and an inability to
predict future business conditions. It is becoming less tenable

for companies to survive based on what worked in the past.
This, however, also upends the competitive environment,
making it easier for new opportunities to arise. With the
digitalization of processes and other areas and the accumula-
tion of data, NEC is primed to harness its technological assets—
its Al, its security technology, and its engineering capabilities—to
expand the areas where it can generate social value to a signif-
icant degree. Our Al drug development business symbolizes
this perfectly, as a field that no one could have imagined in the
past, and one that NEC had never been involved in previously.
Looking ahead to the NEC 2030VISION, we will combine
NEC’s strengths and provide value to society. By doing so, we
hope to achieve the goals of the Mid-term Management Plan
2025 and make sustainable improvements to corporate value.
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Innovation: R&D and Business Development

We believe that a key component to realizing the NEC 2030VISION in a VUCA world, that is both complex
and difficult to predict, is the idea of “seizing the future together,” multiplied by “technology.”
To this end, it is important to implement technology in society, which requires a scheme for market
intelligence, development of technology, development of business, and acceptance within society.
Therefore, NEC is working toward R&D co-creation, expanding open innovation, and venturing into
new domains to create businesses that can impact society.

* Acronym for volatile, uncertain, complex, and ambiguous

In Search of Social Value Creation—The NEC Technology Vision

Digital twins for co-creation and

trials of the future
Providing a foundation to support the convergence of the real
and cyber worlds

Al that works with people and

Social Issues permeates society Social Value
Al that people can trust, Al that people can accept

Platform to support environmental friendliness,
high reliability, and high efficiency

Integrated apps / IT / network, security, and secure data platforms

Platform to support environmental

Digital twins for co-creation and Al that works with people and
trials of the future permeates society

friendliness, high reliability,
and high efficiency

Promote visualization and modeling to Work toward Al that serves as a partner

power Al-driven simulations on a global close to people’s lives, draws out their full Provide environmentally friendly and sus-
scale that will simultaneously help develop  potential, and feels safe and secure to tainable infrastructure through integrated
society, protect the environment, and sup- interact with optimization that includes applications,
port the well-being of individuals IT and networks, while also offering high

reliability via security and data protection
technologies
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Human Resources—The Source of Innovation

NEC’s research laboratories are responsible for research and development that is geared toward strengthening the
technological competence of the NEC Group. These laboratories adopt a global perspective, working with locations and
other research laboratories around the world to conduct R&D that can create new social value and open up possibilities
for the future.

NEC Laboratories Europe NEC’s Six Domestic Research

Creation of solutions and technology Laboratories
through EU projects and implementation Centers of command for NEC’s
activities worldwide R&D

Primarily focused on Al (analysis and
recognition), security, ICT platform
development, and cutting-edge tech-
nologies such as quantum computing

Al Drug Development Business

Personalized therapy using cutting-edge

Al technology BIRD INITIATIVE

First-of-its-kind R&D business in
Japan centered on co-creation

® NEC Laboratories China
Al and network-related R&D

NEC Laboratories Singapore

NEC X (North America

NEC Laboratories

and Europe) America
Support for establishing Development of cutting-edge Co-creation of innovative solutions
start-up company contribu- core technologies, taking with customers and partners, mainly
tions toward achieving locational advantage of latest for developed countries
success technology-leading region

Israel Research Center NEC Laboratories India

Rapid creation of solutions that combine Creation of core technologies and

NEC’s technology with advances in tech- solutions to address the challenges

nology from outside the Group, leveraging  of emerging countries
the world’s largest source of start-ups

Approach to R&D Investment

We allocate approximately 4% of revenue to R&D in order
to maintain and improve our R&D capabilities over the Ratio of R&D Expenses to Revenue
medium to long term, independent of any external trends. LESeEn

FY2021 FY2022 FY2023
(Forecast)

W R&D expenses O Ratio of R&D expenses to revenue

« Provides researchers with compensation according to their market value, with no upper limit

« Launched program in fiscal 2020 in Japan and extended it to applicable new graduates
during recruitment activities in the U.S.

« Total number of researchers acquired: 22

Introduction of the Selective Compensation
Program for Professional Researchers to
Attract Top Young Researchers

Continued Enhancement of Our Acquisition «Have engaged in recruitment activities at India’s prestigious Indian Institutes of Technology
of Excellent Talent from India and (IIT) since 2012

Other Countries « Part of our continued efforts to keep acquiring top talent from around the world
Internal Side Business System « Implemented system to accelerate integration of R&D and Business Development divisions
(within Global Innovation Unit) + Aimed at developing human resources who are highly skilled in both technology and business

« High-risk, high-return system providing highly skilled business development professionals
System for Highly Skilled Business with benefits based on their market value
Development Professionals « Established the new position of Executive Analytics Consultant Lead for data-driven
DX-related business in fiscal 2022, in addition to Al drug professionals
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High Technological Competitiveness on the Global Stage

Artificial Intelligence

Machine learning: Number of papers accepted Video and image processing: Number of papers accepted by leading
by leading international academic conferences international academic conferences as of December 20212

8th in the world No. 1in Japan

Communication® and Security™
CRYPT02019, the leading international academic conference Optical communication: Acceptance of papers

on cyber security by leading international academic conferences
Best Paper Award 45 consecutive years
Patents
Top 100 Global Innovators™ Facial recognition: Biometrics authentication, video analytics, Al:
global survey of patent activities Number of international Number of international patent
Selected for patent applications™ applications'
11 consecutive years No. 1in the world No. 1in the world
*1 NeurlPS, ICML, KDD, ECML-PKDD, ICDM *3 Communication: OFC/ECOC *5Top 100 Global Innovators: https://clarivate.com/top-100-innovators/
*2 CVPR, ICCV, ECCV, ACCY, ICPR *4 Security: ACM, CCS, Eurocrypt, *6 Number of international patent applications: Cumulative number of applications since
|IEEE S&P, etc. 2001 (NEC Corporation)

World’s No. 1 Biometric Authentication Technology

Beyond facial recognition, NEC boasts world-class biometric technology for key biometrics such as iris and fingerprint recognition.

Ranked No. 1 in benchmark testing conducted by the National Institute of Standards and Technology (NIST)* NEC Rated No. 1 in the World for
Biometric Solutions Business

H H'H H HYH H H it Latest survey by research firm Frost & Sullivan
E Facial Recognition E Iris Recognition m Fingerprint Recognition (2020 Clobal Blometrics in Security Market)
No. 1in the world - No. 1 in the world 7 No. 1in the world #
FRVT  (2019) poovedfirstin . IREX10  (2021) = MINEX (2016, 2006) .
FIVE (2017)  Face Recognition IREXIX  (2018) 1 PFT/PFTII (2013,2009) 1
FRVT (2013)  vendor Test (FRVT) (Iris Exchange IX) FpVTE (2012,2003)
MBE (2010)  Ongoing: August 2021*2 SlapSeg (2004)
MBGC (2009)  and January 2022* ELFT (2007)

*1 NIST testing results do not constitute an endorsement by the U.S. government of any particular system, product, service, or company.
*2 Ranked No. 1 by NIST for FRVT Ongoing 1: N Identification (Aug. 2021) Identification (T>0) under the category Gallery: Mugshot;
Probe: Mugshot; N=12,000,000 as well as the category Gallery: Border; Probe: Border AT = 10 years; N=16,000,000
*3 Ranked No. 1 by NIST for FRVT Ongoing 1: N Identification (Jan. 2022) Identification (T>0) under the category Gallery: Mugshot;
Probe: Mugshot; N=12,000,000, as well as the category Gallery: Border; Probe: Border AT = 12 years; N=3,000,000 and the category -
Gallery: Mugshot; Probe: Mugshot; N=12,000,000 Innovation Index
Source: Frost & Sullivan, “Frost Radar™:
Biometric Solutions within the
Security Industry, 2020”

Al and Human Rights Principles

NEC has formulated the NEC Group Al and Human Rights Principles (hereinafter referred to as the “Companywide principles”) to
guide our employees to recognize respect for privacy and human rights as the highest priority in our business operations regarding
social implementation of Al and utilization of biometrics and other data (hereinafter referred to as “Al utilization”). In addition to
facilitating compliance with relevant laws and regulations around the globe, the Companywide principles will guide our employees
to recognize respect for human rights as the highest priority in each and every stage of our business operations regarding Al utiliza-
tion and enable them to take action accordingly.

Growth potential

@ For more details, please refer to the “Al and Human Rights” section on page 64 of Sustainability Report 2022.

Intellectual Property Policy

NEC leverages its intellectual property to increase competitiveness, create new Concentration on Focus Areas
businesses, and enhance corporate value. (Percentages indicate focus area allocations)

1) NEC focuses its intellectual resources toward growth businesses and areas « Patent applications: 45% of all applications

that will serve as pillars of growth in the future. We are working to build (fiscal 2018) — 74% (fiscal 2022)
an intellectual property network linked to NEC’s technological strengths Scope: NEC Group patent applications filed in Japan and directly
and utilize it extensively. filed Patent Cooperation Treaty (PCT) applications
2) NEC utilizes its intellectual property to support co-creation of new businesses « Patents held: 44% of all patents
and technologies with stakeholders. (fiscal 2018) — 54% (fiscal 2022)

. « . N . Scope: All patents held by the NEC Group
@ For more details, please refer to the “Innovation Management” section on page 77 of

Sustainability Report 2022.
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‘ Examples of Initiatives Based on the NEC Technology Vision ‘

Digital Twins for Co-creation and Trials of the Future

O Realization of a Safe and Secure Society through Visualization

Multi-satellite image analysis to detect all kinds of changes in the earth’s surface

Conventional methods can detect changes only in specific locations every two weeks. This technol-
ogy, which can seamlessly integrate observed images from multiple SAR* satellites and optical sat-

ellites, can detect changes in the ground surface at any point with higher frequency (within an hour

to a day), regardless of the time of day, storms, or other bad weather conditions.
* Synthetic Aperture Radar

O Support for Society via Mission-critical Infrastructure

Invariant analysis and model-free analysis of time-series data

Development of the manned spacecraft Orion, part of NASA’'s manned lunar exploration project
Artemis

This technology generates a model for normal operations by finding 22 billion relationships from
150,000 sensors on the spacecraft within several hours, enabling anomaly detection for the design,
development, manufacture, and testing stages of spacecraft.

Al That Works with People and Permeates Society

O Making Society Efficient and Green through Optimal Prescriptions

NEC is developing various types of proprietary Al-driven Visualization and Analysis =

technologies in the field of optimization. In Prescription and Optimization That Will Generate Further Social Value in the Future
addition to quantum computing, these tech-
nologies include intention learning, in which
Al learns the intentions that underlie the deci- Prescription

) : o st U Q’Q
sions méde byve.xperts., and or.llme optlmlzg- Visualization andtogplrén;zr‘atlon @
tion, which facilitates interactive optimization, bezt Islllutign m

Use cases

even amid uncertain conditions. Human Optimizeg . Vethlel

These technologies will significantly reduce A Toon e MR
the am.ount of Iabour. and increase the spged of - Intention learning - Learn from experts’ M
operations that require choosing the optimal e e iy ‘ ‘

o o g = earn ideal points ot focus
decision from a massive number of options, . Online optimization - Build intelligence through M : MM
such as dynamic pricing, shift scheduling, technology multiple trials Dynamic Timetable
deli [ o =g ed P » Quantum computing - Find optimal solutions at pricing corrections
elivery planning, personalized advertising, lightning speed

and optimized recommendations.

Platform to Support Environmental Friendliness, High Reliability, and High Efficiency

O Integrating Al x Communications x Computing

tow orbit AP Brones Satellite Constellation / HAPS*:
Non-terrestrial Networks &, _ + Key Beyond 5G technology that provides a telecommunications environment that can be
&Q }( — accessed anywhere in the world

All Photonics Network (Non-linear distortion compensation / Photonics chips)
. + Wavelength conversion technology targeting <1/100 low latency and power
Optical Core Networks @ « Successfully implemented optical processing on photonics chips, demonstrating the principle

during joint research with Princeton University

Communication Prediction and Optimized Bandwidth Allocation

(Guarantee end-to-end QoE)

+ Optimized ITNW process based on the application’s quality demand, reducing bandwidth usage
by up to 1/10

Open RAN Resource Optimization
5G Access Networks +30% less power consumption through automatic optimization of wireless and CPU resource
allocation of Open RAN equipment (CU and DU), reducing bandwidth usage by up to 1/10

(UG D) pistributed MiMo*:
- Deployment of small antennas and high-precision clock synchronization to help decentralize
Open RAN and reduce cost of implementing Open RAN RUs and DUs

Submarine Optical Communication
. . . — - « Succeeded with the world’s first long-haul transmission with an uncoupled four-core fiber cable
Submarine Optical Fiber Cables + Conducted joint demonstrations with Facebook, Google, Amazon and other companies, helping
increase orders along North Atlantic routes

*1 High-Altitude Platform Station *2 Multiple Input Multiple Output


https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=65

https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=78
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=65
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=78
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NEC’s Business Model

Innovation: R&D and Business Development

Venturing into New Business Areas

At NEC, we expect innovation to spur business development in areas where both potential customers and value are yet to
be discovered, and we are working on open innovation to develop innovative new businesses that would be difficult for
NEC to pursue on its own. We aim to create new social value on the global stage by creating new combinations of diverse
knowledge that shatter the boundaries of preconceived notions.

Strategies

Proactively use external
resources

Take on the challenge of
developing high-value businesses
with social impact

Strengthen partnering
(with major companies, universities,
and start-ups)

NEC
R&D Cutting-edge technologies Business units /
) ) ) Non-business units
SHSTEHLES Q Network | | Security Creation of business opportunities

a Spin-ins
Space [ Canvas for co-creation P Spin-outs
based on real-life use cases
Market needs Business Technologies Technological Accelerated
knowledge Business channels trends funding
Partners / Venture

Customers Entrepreneurs Academia

sa “ Start-ups ﬁ g‘ capita\@

Development of New Businesses Globally

BIRD INITIATIVE—A First-of-Its-Kind R&D Business from Japan Centered on Co-Creation
In September 2020, NEC became one of six companies to form BIRD INITIATIVE, Inc., a consortium incorporating business,
finance, and academia with the goal of using R&D rooted in co-creation to speed up the creation of new businesses.

BIRD INITIATIVE’s activities include R&D, commissioned research, consulting, and investment related to digital technol-
ogy. These efforts are aimed at resolving issues facing organizations and greater society as digitalization moves forward

and at creating new businesses.

Q'-‘“/I BIRD INITIATIVE

\Orchestrating a brighter world .

NEC
JIA_ g~  €TC

In September 2020

w K # i

Established by six companies from different industries,

Carve-outs planned for fiscal 2023

"_ L
4 0 2 projects

"} assimee

Aiming for a world where digital twins are
the natural order

j i Analysis of assimee’s services showed
FTRIAL PARTHERS, I a threefold improvement in investment
efficiency at a major semiconductor
manufacturer.
4 RXIPC

Automated Negotiation Plus Drones

Aimed at establishing smart logistics and
smart factories

First three domestic tests completed in
Wakkanai, Hokkaido

incorporating business, finance, and academia

NEC X—Working with the Silicon Valley Start-up

Ecosystem

Ecosystems Rooted in Cutting-edge Technology
NEC established NEC X, Inc. in California to work with Silicon
Valley’s start-up ecosystem and capitalize on the technology
coming from research laboratories in order to accelerate the
creation of new businesses. With NEC’s human resources and
technology at its core, NEC X will promote commercialization
through open innovation and create new social value.

Al Drug Development

1) Personalized cancer immunotherapy using cutting-edge Al

Technological progress

Personalized vaccine
design utilizing Al

Graph-based associative learning

Multiracial vaccine design
technology

.

Paradigm shift toward drug development processes
optimized for each patient

2019/5 2020/1 2021/11
Preclinical Phase | Phase Il

Indication

Ovarian cancer

Head and neck
cancers

2025 business value: 300 billion yen*

* Calculation by market scale of drug development pipelines, development phases,
value amounts of competitors, and pipelines of drug development, as general meth-
ods of medicine development
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Participati
articipation o) Accelera-
|| tors
o
w 2 Entrepre-
¥ Start- IR If n "
NEC = Outbound . NECX i eurs

jo
Investment ﬂP Investors

Silicon Valley

2) Development of a next-generation coronavirus vaccine

NEC’s Al technology makes the next generation of
coronavirus vaccines a possibility

One vaccine for over 100 betacoronaviruses

Resistant to virus mutations and expected to help maintain
long-term immunity

.

Helping realize a safe and secure world

First Japanese corporate group to partner with
the Coalition for Epidemic Preparedness Innovations (CEPI)

Project launched to develop a next-generation vaccine using
Al technology put forth by NEC
CEPI’s call to action
Public-private partnerships to accelerate vaccine development

R
y CCPI
'fDO DAD CEP’s call to action

Develop a universal vaccine against

betacoronaviruses
el

Progress in our strategic Innovative technological Drastically reduce security risks associated with using open systems and

partnership with NTT development

capture the global 5G market using a safe and secure Open RAN system

Construction of ecosystems
through collaboration with
universities

Implementation of

Deliver results, form a vision, and foster social acceptance with a view toward
technology in society implementing “Beyond 5G” in society

Establishment of the NEC Orchestrating Future Fund
This NEC-anchored fund raises capital from external sources,

which is then invested in early stage and late-stage start-ups in

order to develop co-creation ecosystems.

Investment focused on six areas

Digital Finance

Smart cities

Healthcare and
life science

-
Start-up Start-up Start-up
Common themes
Operating NEC Investment

Carbon neutrality

company company
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NEC’s Business Model

NEC, for Those Who Seek Challenge

Viewing people as its greatest management resource, NEC has been investing in its personnel by transforming - . — - . . . . . .
. . . . . e g o Promoting Active Participation of Diverse Talent While Embracing Inclusion and Diversity

systems and improving environments in ways that maximize the capabilities of its people and organization.

To be an employer of choice that is always the preferred option not only of markets and customers but also of NEC’s goal is to become an organization that can overcome challenges by

workers, we have been reforming our workplace environment and culture. The aim of these efforts is to ensure making inclusion and diversity an integral part of its culture and continuing Code of Values
to foster new innovation.

that each employee has a range of opportunities to take on challenges and grow and receives fair evaluations.

Look outward. See the future.

Moreover, we are creating an atmosphere in which proactive employees can shine. The aforementioned reforms c Evlery emfploﬁ/ee is professional and shows respect for the diverse Think simply. Display clear strategies.
: . . t. t t . :
are based on our Human Resources (HR) Policy, “NEC, for those who seek challenge,” established in 2019. LCTE ¥ diverse group of human resources work in a way that suits them to Be passionate. Follow through to
carry out their responsibilities. SEMLk
- - - - Move fast. Never miss an opportunity.
« The organization respects and utilizes diverse perspectives as some- E S .
. . thing truly vital. ncourage openness. Stimulate the
Transformation of Culture and How We Work Organization VAR organization has an even playing field, is resilient to change, and growth of all.

can win on the global stage.

Increasing Employee Engagement—Transforming People and Culture

Road Map Toward Increasing Our Engagement Score Three Key Concepts and Numerical Targets for Inclusion and Diversity

NEC W b " choice f D 2020 > 20212023 >  2024-2025 & The Inclusion & Diversity Group, led by a corporate executive, works with related departments within NEC to promote a vari-
ay, and become the company of choice for

We aim to be a company that pursues innovation and
brings together diverse human resources under the

ety of measures, which include providing support for and promoting the understanding of women’s career advancement

employees. and active participation, and the employment of people with disabilities and sexual minorities (LGBTQ). This group is also

Therefore, we are hard at work toward our fiscal

REmestic: 40% or highth engaged in measures related to smooth onboarding of non-Japanese employees working in Japan and mid-career hires. In
2026 goal of an employee engagement score of 50%. Demestic: 339% or highes N this way, we are fostering our in-house culture by proposing and implementing measures to enable these kinds of diverse
As a pillar of this transformation, we are engaged ot G A Global Company internal human resources make full use of their individuality and uniqueness to work and participate at their full potential.
in efforts to bolster diversity as a source of innovation . 2302’2:::5::: and the Employer
and implement workstyle reforms that support O i 203 o A of Choice

OYerseas: 55% or highen

diverse talent.

. . ‘ Diversity among Executives Ratio of female or non-Japanese to Directors,
To accelerate our efforts toward diversity, we will Increase employee Increase productivity by Increase corporate Appoint diverse officers in terms of gender, nationality, age, and Continl.Je to appoint (KANASL/j-\(\j(ﬁI%Uquﬁ(;VéZ%%Eﬁgrgffhi/lc%ﬁg“ezrszo"/o

specifically focus on actively recruiting and systemat-  engagement score -> maximizing outcomes - value i " . . multiple female : "

) ) ) ) _ o o , Increase the ratio of women in all officers Ratio of female to all managers™:  20%

|Ca[[y developlng diverse ta[ent’ mcludmgfemale and Note: ?Oasggngcziglzcenmc Survey of a 50% score, which is a Tier 1 level result and in the global management positions Ratio of female to all employees™: 30%

non-Japanese employees. Our offices, which were pre-

viously used as our main work space, will now be uti-  HR Policy: NEC, for Those Who Seek Challenge Giving Everyone a Voice

Ensure that opinions can be expressed without
fear of discrimination, regardless of age,
career path, or job title One NEC Survey One NEC Survey

lized as a hub for communication and joint
creation of innovation through the further refine-

HEC. for those who teck challenge.

Diverse opporiunities for challenge

ment of our NEC Digital Workplace and improve- N i el b ik s e Diversity Score: Duveri;{/Score:
ments toward location-free productivity. These s T Bt L T S Fa o A 30% N
. Domestic average (34%)
measures will help us reform workstyles and e T——— All-inclusive Community
. . . . i D groewth oppoiundi .
mindsets which will then Improve our engage- ¥ o m;mmsm iy UL P ey L R Utilize Employee Resource Groups
¥ a prodessionall

ment score.

We will also engage in job-based manage- Fal apyacisal e progressive v | *4 As of April 1, 2026 (NEC HQ only)

Parfornanoes 5 valasted Larly ard nevarded with e aporoodiale [y and
WA oW O nRed W peiitont

ment, which aims to fill each position with the
right person for the job at the right place and the
right time, and human resource development

‘wolk erwiinnenents and culbae that eing ool yoor besl
SySoEmS SADHT 2000 WOTk MTIRTenes. and autune: I acditen o a fulf ling

Specific Initiatives Related to Inclusion and Diversity

quaity of Ide, Siowing empioyees. 10 dediials Twmsetied 1o Ladng on

that emphasizes the cultivation of digital talent. — Promotion of women’s empowerment and success Evolution in Hiring Ratio (NEC HQ only)
Employment of people with disabilities
e . . . 11% 52%
Four Key Initiatives and KPIs Diverse workstyles for seniors
Active participation of diverse talent « Ratio of female or non-Japanese to Directors, Audit & Supervisory Board Members LGBTQ initiatives
(KANSAYAKU), and corporate officers: 20%*! (9.4% as of June 30, 2022) usi f mid hi
« Ratio of female to all managers*t: 20% (8.1% as of April 1, 2022) Inclusion of mid-career hires

Utilization of the right person at the right « Percentage of key positions filled Initiatives in local communities worldwide Fiscal 2019 Fiscal 2022
place and the right time

- Job-based management @ For more details, please refer to the “Inclusion and Diversity” section

Talent management « DX talent: 10,000*2 (5,000 as of April 2020) on page 53 of Sustainability Report 2022.

+ Training leaders + Talent pool™*: Training coverage ratio

« Training DX talent 89% 48%
Workstyle reforms Employee survey scores on work fulfillment, productivity, and physical and mental well-being

@ New graduate hires Mid-career hires

*1 Goal for April 1, 2026
*2 Goal for fiscal 2026
*3 High-potential human resources, including young people and female and non-Japanese employees, working at all levels and hired with consideration for diversity


https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=54
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=54
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NEC’s Business Model

NEC, for Those Who Seek Challenge

Human Resources Strategy

Utilizing the Right Person at the Right Place and the Right Time with Job-based Management Talent Management: Human Resource Training
In order to achieve the goals of the Mid-term Job-based Human Resource Management Policy for Training DX Personnel and Framework for Initiatives
Management Plan 2025. NEC is fOCUSiI’]g its 2018 Performance development that + Goals and expectations in line with role
) ] ’ maximizes personal growth and « Consistency as a team

efforts on ensuring its diverse human resources achievement . Evaluation and compensation that is fair and
can play an active role throughout the Group. A — ;;a”;’are”tl e Policy for Training Measures

. . rganization an osition design « WWorkrorce plannin osItion X Numbers, A B R B B B
part of these efforts involves job-based human pacaliea businesspstrategy g beriine Ofphumangresources b Human Resources - We are striving to instill a business mindset and foster expertise,

q s usiness ili i i i

resource management that puts the right person requirements for each position Acomon as well as the ability to dnye trapsformahon in each’anc! every
. . . . . 2021 RTINS IRl - Simple and highly productive operations employee. Moreover, we aim to increase employees’ ability to
in the right place at the right time, and decides LB R RN AU I - RIS that works in tandem with measures manage and take ownership while enhancing individual and

NEC’s philosophy

on a recruitment plan that will bolster diversity

team capabilities.

i . 2023 (TP EENTG L EN RN EI G LTI - Compensation that corresponds with job
as a source of innovation. onward  organizational logic « Contracts between companies and individuals 1 2 3
. . Enhance human Pursue professional Enhance the mindset
. - Expertise Foundation and organizational development to foster and skills that form
Road Map to Achievement and SpeC|f|C Ini management capabili a successful business the basis for
ties to succeed on the transformation stronger teams
. . . X .o . . : lobal stage
In fiscal 2019, NEC transitioned to a job-based human resource management system for officers that clarifies their duties NECW - s
and responsibilities. Our goal is to expand this system in stages until it applies to all employees o ay - 1. Boost the skills of L Remiorce
P : 8 P Y g PP ploy : Internalizing the Code of Values as well as the mindset and those who manage 1. Ma_ke necessary implementation of
conduct necessary for leadership people a?JtLrthr;ents w:jways the Code of Values
i - orthinking an 2. Instill the ability to
Enhancing Our Management Base to Promote Job-based Human Resource Management Bucinecs Acumen 2. Ramp up develop- behavior to adapt flye divemyty
e . Phase 1 . Phase 2 . Phase 3 Understanding NEC’s business and movements in the global market and learn- ment of the next to the digital shift (Facilitation, team
Initiatives under the Mid-term Enhance management base Build and clarify job system Establish career tracks for each ing about the greater business environment, trends, and strategies in order to generation of 2. Reskill employees building, diversity
Management Plan 2020 (thoro:%l; %3::1?;;2?1 Sment Trans?:g:etrobz:llillt;rrl‘(émous SRS ofxor;:::gajgg;‘speqﬁc apply them to strategies and measures in one’s area of responsibility leaders management)
Personnel Design positions and conduct g ntruct job system to align ;oun'd_ation f capabiliti ired of fessional +
planning Position-based personnel plan personnel planning to th businers trgnsformatio% cquiring a common set of capabilities required of a professiona
. (Mid-term Management Plan 2020 onward) achieve the next mid-term Expertise Support Learning and Career Autonomy with Digital Methods
Job setting management plan goalsand update personnel plan Leading business growth by planning and executing measures that have never PP & y &
. - Ramp up recruitment . U been tried before by learning and applying the latest trends and practices in Provide career opportunities and opportunities for personal development
Flowofhuman Stronger mid-career hiring (2019 onward) Identify and mobilize optimal strategies by job Establish job-specific hiring, one’s specialized field
TS Expansion of job posting system human resources Encourage autonomous career training, and placement with a
(NEC Growth Careers) development path toward a specialized career
. Implement and entrench ..
Goal Evaluation reform (2018 onward) evaluation reforms Human Resource Tralnlng Platform
management * Strengthened commimjent of exﬂecutives « Strengthen _commitment_of executives -
Evaluation i\t/aa%jgtl‘ggg;ﬁgmn oo BlocksTand ene-omone 2Smﬁf@‘jy”;f:ﬁ‘iggaggﬁgggthomugh Human Resource Acquisition Human Resource Training Human Resource Utilization Human Resource Development
feedback
Introducti findividualiob-based = + New initiatives in addition to + Position-based and work specific « Utilization of the right person at « Measures for further success
ncc:r% l:ecn:;?ign 'fr;r';’él:; J%si-tita)fg new graduate hiring training the right place and the right time - Opportunities for all ages
p P Ensure transparency and Ket- i + Mid-career hiring » Training of the next generation of + NEC Growth Careers (Utilization of retirees)
C ti and ranks l-bal AT Develop a market-competitive B L )
ompensation Researchers (2019 onward) and senior specialists wetl-balance r.ea men compensation system « Employee referral hiring leaders (Autonomous career building) + Reskilling Camp
(2020 onward) (Bonuses and salary increases) « Theme-based training + Job-based human resource
+ New graduate and mid-career hires (2020 onward) « Enhancement of management management
capabilities « Clearly defined human resources
« Self-study opportunities

« LinkedIn Learning

5 A « Cost subsidies for skill devel t

Introduction of NEC Growth Careers, NEC’s Internal Job Posting «Workexperience

« Social issue experiential training
program

In fiscal 2020, we revised our existing job posting system and introduced NEC Growth Careers (NGC), a year-round career
matching system that follows an open recruitment model. In fiscal 2021, we introduced Al-generated job recommendations
powered by machine learning technology developed by NEC. DX Personnel Training Program

Increasing the number of employees who take advantage of this system is a crucial part of increasing career ownership.
To this end, we encourage employees to adjust their mindset and utilize the system through one-on-one talks, career inter-

DX Organizer Program Project-based Learning by STARS*?

. . . i . Social issues Creatin i i
views, and other means. This will facilitate stronger efforts among employees to develop their careers. Human- ! the fut g/ > 3 TR LU TGl B S L T T Develop talent that continues to create and implement
uman e tuture by strategic consultants to identify issues by learning ¥ L .
: Lo X social value, by having them learn new ways to show their
. centered ' Shared intent and experiencing DX conceptual planning and ] hei . S
Job-matching System Powered by Al Usage and Results of NEC Growth Careers formulation processes merits based on their own passions and motivations
Always-available information Number of positions Number of matches Number of times accessed and
Transfers implemented every month based posted Number of job resumes posted 'wm (NEC Academy for Al trlCS/ Video Analysis
on successful matches Increase of approx. | Increase of approx. Mindset/ | Cx/ux® rSaicaming gandbod nuonment | selieang sanbodenronment | -llsamine - yainng e e ons
i 2.5 times 2 times i mindset + On-the-job training « Contest: NEC Analytics Challenge Cup environment NEC Cybersecurity  « Self-learning (sandbox) environment
Browsing Behavior €f ¢ er r sar
and Cloud SE development program . \Cdeathon iy Erat)ctlce at thte NEC Competition + On-the-job training
Registration job offers « Communi ybersecurity
gﬁ Job resumes H é Training Site
[ ) Sl-Service Framework 0SS (Open Source Software) Design Mindset (NEC Academy for FCD*3) 5 o
b Al-based ) '1‘ Explosi B d « Training « Training « Training Numbe.r of Trainees in
Al-generated analysis et @) @ Xplosion in use due o Agile development and other Linux, Kubernetes, etc. Service design training using Fiscal 2022
(9 e s RS bonyemronmen 0 CoTnBsendbad envronment | NEC decnmindsetFamelor 21.305
Emp\oyeesﬁ Open positions h (dison/ Fiscal 2019 Fiscal 2021 Fiscal 2019 Fiscal 2021 Record numbers of site visit ey DevOps, ete ! g lsup 9
: ipti : department) a2 @ el sca ecord numbers of site Visits -On—the—job training (support)
Br%vr\:(sjmg (Job description) Registration pggmg:;ggebm NGC pggmggiétoebm NGC < Job resumes posted :On-thedob (NEC Group)
application M The introduction of NGC has increased the number of open positions and the number of positions *1 Customer Experience/User Experience
Note: Items in red denote differences from the previous job posting filled, encouraging employees to take on career challenges and promoting job mobility. *2 Self Transformation And Reform based on System design and management
system. M The number of users has increased significantly due to the introduction of Al. In the future, we will *3 Future Creation Design

verify the effectiveness and accuracy of Al matching.



50

NEC’s Business Model
NEC, for Those Who Seek Challenge

Human Resources Strategy

Workstyle and Office Reforms with Smart Work 2.0

Achievements to Date

. « Establishment of system, office, and « Proof of concept and other implementation
Our Work Environment IT-based infrastructure opportunities E)r employees

Office Reforms System Reforms IT Transformation

BASE co-working space i -sj
Office reforms Newly established BASE hWorkmf,: fromk Super flextime Remotekand on-site} relework security
co-working space ome/telewor workspaces

« Telework days «Value through digital IDs
« Smart Work Week « Digital signatures and contracts
« Renovated office floor at NEC Headquarters « Dress code-free environment (without the need for official seals)
« FIELD, a space for co-creation over a meal « Long-distance work capabilities « Stress checks and health management
« Renovated domestic bases « Thanks/Praise system for fostering a culture of mutual « Operational efficiency via Al-powered digital assistants
« Concierge desk acknowledgement and enhancement « Social distancing through flexible seat planning and
« Certified as a Health and Productivity Management IT tools
Organization « Workstyle analysis, etc.
Teleworkin Number ; :
. g . Conferences per Day Vast improvement in
Ratio of Online . . .
850/0 35,000 o e
Up to 9 workstyles according
As of April 2020 September 2022 toem ployee su rvey

22% in October 2018, up to 55% in September 2022

Initiatives Going Forward

Smart Work 2.0 is a concept based on the principle of being “location free.” As such, employees are encouraged to design
their own workstyle, with locations, work hours, and other variables that best suit them. We have redefined the office as a
place where people gather, making the office a “communication hub,” a home base where employees combine their forces,
and an “innovation hub” where customers, partners, and other people from inside and outside NEC can come together.
We intend to help employees stay motivated as they perform their duties by providing them with working systems based
on the idea of combining cutting-edge technology with hybrid workstyles that take elements from “location free,” “commu-
nication hub,” and “innovation hub” concepts.

Smart Work 2.0, a workstyle that brings together these three concepts, embodies the “Code of Values” that expresses
the shared values of NEC Group employees. We believe that through the spread of Smart Work 2.0, employees will put the
Code of Values into practice and draw motivation from experiences that make them proud to be part of the NEC Group.

In addition, as a company that pursues innovation fueled by a diverse pool of talent, coupled with the ability to respond
flexibly in the face of social change, NEC will be able to leverage the power of digital technology to help society and leverage
the power of co-creation to promote a more sustainable society where everyone has the chance to reach their full potential.

Smart Work 2.0

Practice
Promote ore
further Code of Values Utilize the

NEC Group’s
120,000
people

employee
growth and
autonomy

 owled Achieve the Mid-term ol

cKnowledge H H iize

thatsociet% Management Plan 2025 by creating a highly benefits toward
is always engaged workplace and company where employees feel expanding
changing motivated and demonstrate high performance business

What it will take

Employees

Design and develop workstyles for individuals and teams that Fully commit to encouraging employees to regularly practice
will put the Code of Values into practice the Code of Values and provide the environment and
opportunities to do so
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NEC’s Digital Workplace—A Platform That Provides the Optimal Place and Optimal Time to Elicit Optimum Performance

NEC’s Digital Workplace is rooted in the concepts of Well-being by Design and Security by Design. We plan to employ it at
NEC so that the Company can evolve as a workplace that can support a hybrid work culture, and then leverage the know-
how gained from this process to provide the NEC Digital Workplace to society.

Combining life plans and workstyles Self-growth and evolution Exciting experiences Maximizincgot;\:e%%vgsls' of human
External m
(Co-creation and connection) “n‘

Eﬁ Internal Society L
(Smart and S (Local and social Q.EHEE.Q
seamless integration) Communication Hubs contribution)
Increase the power of teams
i NEC Digital Workplaces sl
P P i Well-being by Design X Security by Design

Platforms that support inclusion Platforms that support the autonomous || Platforms that improve productivity Platforms that enable involvement

and diversity growth of individuals and teams and engagement inside and outside the organization
Coordination Digital
between sepa- Virtual e - Visualization of workforce Digital IDs Fer Internal and O
rate offices projection Hybrid work D'g't:sls"i";lal;]t;e'ng workstyles, outcomes,  (Automation (facial Password-free corr?rlr%tr?ilti = external mg: IettaiL
Office rooms and growth and labour- recognition) webinars g
visualization saving measures)
Zero-trust security No boundaries Resilience

The Office, Redefined for the Future

Increasing team cohesion Extending and strengthening connections beyond
Communication Hubs teams, to outside the Company and greater society
The traditional office will be a “communication hub” Innovation Hubs

where the energy of the team can be brought together We want customers, partners, and other people inside and outside
without fear of discrimination. Using an unass]gned seat- NEC to interact with one another so that every day we are nurtur-
ing system, we will evolve the office into the perfect space Ing an ecosystem that will generate innovation. With this in mind,
for open-minded communication with an optimum size. we have redefined meeting rooms and cafeterias as “innovation

hubs.” To coincide with this new definition, we have redesigned
these rooms, expanding them to eight times their original size.

Efforts to Improve Engagement—Getting Senior Management and Frontline Workers Moving in the Same Direction

NEC is actively promoting commu-
nication strategies that include
town hall meetings, NEC Way Days,
and exposure to mass media with
the goal of improving employee
engagement scores. Thanks to
these efforts, the “management” - ) !
and “employer as a brand” category Town Hall Meeting NEC Way Day

scores improved by eight points President Morita and an employee in a dialogue session An event for all employees celebrating
.. ) . . the NEC Group’s founding
each, raising the overall engage- Domestic: 10 town hall meetings he.ld mothhly in fiscal Spreading the NEC Way and
2022, with 118,500 participants in total cultivating a sense of global unity
ment score. Overseas: 26 town hall meetings held in fiscal 2022, once
every six months per region, with a total of Global unity: Event held at 15 bases across Japan
approximately 22,000 participants and overseas
Job satisfaction: Over 95% satisfaction rate Participants: 52,000 worldwide

Excitement over event: 93% positive responses
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NEC’s Business Model
NEC, for Those Who Seek Challenge

Messages from Employees

We have established an HR policy under the banner “NEC, for those who seek challenge.” Under this
policy, we are promoting human- and culture-centric reforms to optimize employee potential. Here,
we will share some messages from a few of our employees who are working to create social value.

Entering the Global Market with a Positive Outlook

on the Challenges That Come Our Way

In previous years, | was in charge of overseas sales for countries in Europe and the ASEAN
region, and now | am in charge of NEC’s Global 5G Business.

This business is said to be NEC’s first venture-based business in the global market. When
launching a new business, things do not often go according to plan, but you will never move
forward if you get discouraged with every single setback. Instead, you need to go in knowing
that there will be challenges that come your way and to see the day-to-day snags as interest-
ing experiences. Thankfully, we have a diverse team that can do just that.

Our members in the United States and Europe have a particularly strong desire to flourish
in the global market. When I asked them why they chose NEC instead of other global compa-
nies, many said that living up to NEC’s standard of trust and integrity backed by its quality
gave them motivation. | believe that the presence of these sort of people is one of the
strengths of the organization.

The entire team is on an even playing field, so anyone can ask anybody for help if they run
into trouble. Of course, as leader of the team | bear the ultimate responsibility for what goes
on, but everyone is held accountable for their actions, regardless of their position, and the
other members of the team will let me know when | am doing something wrong. This has
a positive effect, and | feel that everyone takes ownership of themselves while fighting on
as ateam.

When | returned to Japan from abroad as a high school student, the positives of Japanese Mayuko Tatewaki
society really stood out to me, but | also felt that the people and industry in general could
play a more active role globally. To make that wish a reality, | want to contribute to the devel-
opment of the world market under the banner of Japan, and do so with confidence, fairness,
and openness. That is what motivates me. | hope to draw upon the strengths of NEC’s sub-
stantial quality and transparency that engenders the trust of society as well as its commit-
ment toward improving not only its standing within Japanese industry but the position of
Japanese industry in the world market.

Senior Vice President in charge of
Global 5G Business

Working with Financial Institutions to Connect
One Company to Another

I joined NEC in 2008, straight out of university, and am now in charge of sales targeting major
financial institutions. A real turning point for this line of work came around 2016, when fintech
started drawing attention, and NEC, like other companies, started creating businesses with
customers involving financial institutions. Previously, we would make technology-based pro-
posals to the systems divisions of our customers, but in our effort to create business partner
relationships we began approaching front office divisions. Through these dealings, we learned
that there was some overlap in the issues our customers were facing with some of the areas
NEC was looking to venture into, which ultimately led to the launch of Biz-Create, a business-
matching service that allows companies to search for business partners online at their own will.

Financial institutions had already been involved in business matching for quite some time,
but this service allows for matching across different customer bases. This solved existing prob-
lems that financial institutions had previously dealt with, namely, the limited number of matches
that could be conducted by human beings, and the limited number of matches available
within a single customer base. In the third year of its operation, the number of companies using
Biz-Create exceeded 14,000, facilitating more than 1,500 business negotiations every month.

I think that financial institutions are looking for new challenges as well, but there is no room
for error. The same caveat goes for NEC, but | believe the reason we can guarantee safety,

) security, and quality while still trying new things is because NEC has built up so much know!-
Naonobu Amari edge over time.

) What motivates me is my desire to roll up my sleeves and work alongside these financial
Director S g . :
[ e e— institutions as business partners, and to celebrate our successes together. | hope that sharing
the joy of co-creation with a great number of people will lead to the creation of major
business.
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Using the Power of Digital Technology to Create Stores Everyone Can Enjoy

I joined NEC as a new graduate hire in 2004. After gaining experience in sales for major telecom car-
riers, | shifted to sales aimed at retailers. Now, we are developing DX solution services for retailers
that utilize video.

Retail needs to be able to respond to change more than any other industry, so much so that we
call it a change-responsive industry. This means that vendors have to provide flexible systems that
can withstand these changes.

I have noticed some major themes appear in recent years, specifically the improvement of opera-
tions and of customer experience. | believe that there is great potential in using imaging in addition
to numerical information to ascertain a greater understanding of the sales floor, which can help
shorten work time. | also see great potential in using visualization and analyses of customer pur-
chasing habits to better match their interests and preferences.

Previously, most of our business was conducted by listening to customer concerns and addressing
them on a one-to-one basis, but to succeed in the future, NEC needs to make its technology-based
services simpler, with wider access. We repeatedly step up our services by thoroughly interviewing a
variety of customers about what they need, verifying these needs, and then addressing them.

Above all, what's important is that you enjoy what you do. This is no different for shoppers or the
people working at the stores. Customers will come if the people behind the counter enjoy what
they do. | hope we can achieve this with the power of technology.

o7 Product Manager
YLI]I Tahara Smart Retail Department

What Changing Careers Has Taught Me Ryoichi Sonezaki

I am currently involved in customer DX strategy and business process improvement as part of the F | | i |

Assistant Manager
Operation Consulting

Strategy Consulting Division. After joining NEC, | worked in corporate sales, but as I took on projects,
I saw more and more cases of NEC weakness on the upstream side, such as strategic planning and
framework creation. These experiences led me to try my hand at upstream projects via the NEC
Growth Careers program.

After two years, | think | have acquired three “powers.” The first is goal-oriented thinking—instead of
asking how something will get done, | think of what needs to be done and why. The second is critical
thinking—I keep asking myself questions while keeping the goal in mind. Finally, the third is the power
of project management—the ability to design and manage processes that will get us to our goal.

When we offer strategically important upstream services alongside our existing system integra-
tion services, we increase the chances to interact with our customers at the management level. As
a result, we have had more opportunities than ever before to experience the high standards that
customers associate with NEC. Once, one of the executive officers of a client company personally
shook my hand and said, “Thank you for getting this project done right!” It's moments like these
that | truly feel | am providing customers with even more value than when | was a sales rep.

The division | work in is only three years old, but | think we offer a new power to NEC, in that we sup-
port the Company in going beyond the “how” so that it can focus on the “what” and the “why.” It would
make me happy if the people working at NEC could use this power to inspire change in themselves.

..' Ever since joining NEC, | have worked in my role as a data scientist to solve problems using cus-

tomer data. I joined NEC because | had majored in machine learning and data analysis as a stu-
dent and wanted to help solve real-life problems, and at the time, it was one of the few places
where | could find work as a data scientist. In addition, NEC’s Al technology is not a black box.
Instead it uses proprietary, white box technology that makes it possible to understand how a cer-
tain result was obtained. | think this is an appealing point for customers and one of the reasons
they recommend us to new customers.

To me, NEC’s strengths are its proprietary technologies, the employees, who are active in a
wide range of areas outside the Company, and the deep well of knowledge and expertise that
the Company has built up through the people who have come through its doors.

Right now, we are extending our range beyond data analysis to support system integration in
light of customer issues. We are also trying to address an issue that has come to light in recent
years, specifically, the issue of developing human resources. The belief among many companies
is that there is a particular need for personnel with DX literacy, so we are proposing educational
consulting to help these companies learn how to develop such competency. | find work like this
to be very meaningful in that we are not just verifying the validity of Al, but we are actually put-
--A__a 4 | tingitinto practice.

I would like people to feel more comfortable with Al in the future. | think that for this to
happen, we need to get Al to a place where it can play an active role in benefiting our lives, in
places we wouldn’t think of, and in ways we don’t notice. I'm also interested in Al applied to law
enforcement and other areas related to safety and security. | would also like to see Al used for
disaster prevention, partly because Kyushu, where I’'m from, has had a lot of flood damage in
recent years. | believe, if used right, Al could save lives.

2

Data Scientist
Al Analytics Department
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NEC’s Business Model

Living Harmoniously with the Earth to Secure the Future

NEC promotes environmental management in order to realize a sustainable society as put forth in the
NEC Way. As part of its corporate responsibility, NEC seeks to reduce the environmental impact of its
activities by conserving energy at its facilities and during transport and by reducing the chemical sub-
stances it uses. To that end, we have established the NEC Environmental Policy and take close care to
ensure that all actions of employees and corporate officers comply with the policy and engage in activi-
ties with consideration for the environment. We also help reduce the environment impact of our custom-
ers and society as a whole on the planet by providing environmentally friendly products and services
that utilize ICT and our own unique technologies. The NEC 2030VISION, our ideal vision for the future in
2030, includes environmental initiatives, and we will demonstrate the value of NEC by improving and
resolving a variety of environmental issues.

NEC Environmental Policy

NEC views the operation of business in harmony with the environment as one of its top priority issues and is committed to
reducing the environmental impact of the entire global supply chain and contributing to a sustainable society.

1. We will create social value focused on delivering ICT solutions and services leveraging advanced technologies to contribute
to their adaptation, and we will contribute to the reduction of the environmental burden on customers and the global
environment and to the mitigation of the impacts of climate change.

2. We will assess the environmental impact throughout the entire life cycle of ICT solutions and service development with
considerations for reducing environmental burden.

3. We will comply with environmental laws and regulations associated with our business activities, honor agreements with
stakeholders, and strive to conserve energy, save resources, and prevent environmental pollution caused by chemical
substances and waste along the entire supply chain.

4. We will prioritize the procurement of environmentally friendly hardware, software, and services.
5. We will disclose environmental information regarding our business activities, ICT solutions, and services to our stakeholders.

6. We will raise the environmental awareness of each and every one of our employees worldwide and contribute to the conser-
vation of the global environment through the promotion of climate change action, resource circulation, and biodiversity.

7. We will strive to improve an environmental management system with environmental targets and conduct periodic reviews
to realize continual improvement.

ironmental Initiatives for Realizing a Sustainable Society
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Climate Change: Reducing NEC Corporation’s CO: Emissions to “Effectively Zero” by 2050

Climate Transition Plan

NEC has formulated a climate transition plan that combines existing guidelines and initiatives to transition to a business
model aimed at carbon neutrality by 2050 in line with the goals of the Paris Agreement. The process involves a PDCA cycle
that includes future forecasting via

scenario analysis, clarification of NEC’s Climate Transition Plan

business risks and opportunities,
formulation of a medium- to Scenario Analysis

long-term plan, and implementa- 2050 Net zero CO:
tion and evaluation of measures. emissions

i i ; 2030 SBT1.5°C
As part of this process, we will [ —— Mid-term
. Management Plan
continue to report to the Board of

Directors and disclose progress in Financial Plan (CAPEX/OPEX, Revenue)
line with TCFD recommendations. @
Implementation of Measures
Progress Evaluation

Evaluation Policy Collaboration

Governance (Supervision at the Board)

Long-term CO: Emissions Reduction Targets

In 2017, NEC formulated its Course of Action for Climate “Effectively Zero” CO; Emissions from Supply Chains
Change Toward 2050. In September 2021, NEC became Suppliers
signatory to Business Ambition for 1.5°C and declared Partners NEC ~ ————> Customers

that it will aim for net zero CO2 emissions from Scope 1,
2, and 3 by 2050. This means that, in addition to its previ-
ous target for the Company’s business activities (Scope 1

and 2), NEC is aiming for net zero emissions for Scope 3, Effectively
which includes its entire supply chain.

CO: emissions
by 2050

Scope 1: Direct emissions of greenhouse gases generated from emission sources owned or
controlled by businesses

Scope 2: Indirect emissions of greenhouse gases from the use of electricity, steam, and heat

Scope 3: All indirect emissions (other than Scope 1 and 2) that occur throughout a company’s

supply chain
Scope 1 and 2: Reduce greenhouse gas (GHG) emissions by 55%
Recertified SCIENCE by fiscal 2031 compared with fiscal 2018 level
SBT 1.5°C (with uPd?ted BASED Scope 3: Reduce GHG emissions by 33% by fiscal 2031 compared
target) in TARGETS with fiscal 2018 level in Category 1 (purchased goods and
May 2021 e — services), Category 3 (fuel and energy activities not included in
Scope 1 and 2), and Category 11 (use of products sold)
Joined in R E 1 U 0 Use only renewable electricity by 2050 at domestic and

May 2021 DCLI MATE GRDUP ‘ q:‘cnp overseas bases

Became

BA 1.5°C signatory in BUSINESS 1 5°c .“ _a_‘"g._ Reduce GHG emissions throughout the supply chain to effectively
y September AMBITION FOR Juw " zero by 2050

2021
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NEC’s Business Model
Living Harmoniously with the Earth to Secure the Future

Scenario Analysis

NEC has embarked on a climate change scenario analysis 1.5°C x Forced environmental 1.5°Cx Spontaneous regional
supreme efficiency scenario : value diversification scenario

that assumes a variety of risks and opportunities pre-
sented by climate change in 2030 and 2050.

In the analysis conducted in fiscal 2022, we tried to
envision the impact of climate change on the future of
regions and the consumers who reside in them, with an
emphasis on local government. We evaluated four scenar-
jos, with the 1.5°C and 4°C scenarios in the transition to a
carbon-free society on the vertical axis, and the relation- . .
ship of citizens with their governments and the state of 4°Cx Forced disaster response fga’:)f‘aﬂ?;f'gg;°5”;‘,'¥£iir
government systems, separated by enforced actions and
voluntary actions, on the horizontal axis.

Trer ¥ il
SE. e

@ For more details, please refer to the “Scenario Analysis” section on page 41 of
Sustainability Report 2022.

Findings from the Scenario Analysis

« Each scenario uncovered risks and opportunities that affect public services from the perspectives of society, industry, and daily life, making it
important for NEC to factor climate change into any of its businesses that provide value for these services.

« There are market opportunities and areas where NEC can show its strengths depending on the scenario, specifically local energy management for
the 1.5°C scenario and local disaster prevention and infrastructure development for the 4°C scenario.

« Data platforms will be useful in any scenario, but the usage of collected data and the targets for the value provided will differ according to the
scenario, targeting consumers in the case of voluntary actions and governments in cases of enforced actions.

« Similar scenario analysis conducted in other business areas will give departments a stronger understanding of carbon neutrality as a necessity for
future business, which can then be incorporated into their understanding of business conditions and future strategies.

Evaluating the Scenario Analysis: Risks and Opportunities

Risks Description Countermeasures
Risks from carbon pricing Increase use of renewable energy and achieve thorough gains in
+ Assuming all of NEC’s Scope 1 and Scope 2 emissions efficiency to realize each target for SBTs (2030 and zero CO: emissions
(about 210,000 tons), when SBTs are achieved in fiscal 2031, | [2050]) (ongoing efforts in supplier engagement and to improve energy
Transition risk are subject to carbon pricing ($100/t-CO2), costs will conservation performance of products)
increase by ¥2.3 billion (assuming ¥110/S$)
« Assuming impact from higher costs in upstream and
downstream supply chains
Possible disruption of the supply chain due to weather- Risk assessment of the entire supply chain, BCP measures (installing
N related disasters (floods, landslides, water shortages, etc.), flood gates and moving power supply equipment) with provisions for
Physical risk | PO - ) - ) )
ong-term outages of lifelines such as electricity, gas, weather-related disasters, such as river flooding, and strengthening of
and water power generation in data centers

Opportunities Description Creation and expansion of opportunities

Development of low-emission transport infrastructure Logistics visualization and route optimization driven by Al and 1oT;
EV/PHV charging cloud

Value toward Support for expanding renewable energy use Virtual power plants, management of power supply and demand,

transition risk commercialized resource aggregation (RA) for the supply and demand

countermeasures adjustment market, xEMS, etc.

(mitigation) Support for reducing energy use Process reforms using DX initiatives (work automation, smart factories,
supply and demand optimization), products, and technologies that help
save data center energy (phase change cooling, new refrigerants, etc.)

Preparation for increase in weather-related disasters Pre-disaster detection using Al, 10T, image analysis, flood simulation,
evacuation support, etc.
Preparation for increase in forest fires Forest fire monitoring and quick response systems, disaster monitoring

Value toward ;

hvsical risk by satellite, etc.
sical ris|

cpogntermeasures Prepara‘;ion for changes in areas suitable for agricultural Simulations that fprecast effects and changes in agriculture, agriculture-

(adaptation) production oriented ICT solutions, etc.

Preparation for the spread of infection Infectious disease countermeasure solutions, preparation of a logistics
information management platform in the event of a global infectious
disease, remote work, telemedicine support, education clouds, etc.

@ For more details, please refer to the “Risks and Opportunities for All of NEC” section on page 44 of Sustainability Report 2022.
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Environmental Targets of the NEC Eco Action Plan 2025

NEC has set a series of environmental targets to be achieved over the
course of five years, based on the NEC 2030VISION and the Mid-term
Management Plan 2025. We have selected priority activities based on 3. Build foundations to promote environmental
the following three goals. management

1. Reduce Own Risks and Environmental Footprint

Scope 1, 2, and 3 CO: Emissions by Industry

(Thousand tons/year)

1. Reduce own risks and environmental footprint
2. Increase contributions through businesses
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2. Increase Contributions through Businesses

Utilizing NEC’s Decarbonization Solutions to Support Customers’ Decarbonization Efforts

CO: emissions (Scope 1, 2, 3) Manufacturing Logistics Local governments
Business

O) s
. £y -
Supply chains o’
Al
reforms and
efficiency

. == o Bl E B
Calculation \ 4 pi= ="
improvements

Automation of Increase distribution
reductions efficiency Green procurement
Worksty[e reforms Smart factory Distribution visualization solutions

Solar power generation Energy management [l Information systems Transportation Community safety

D )

o =P B

o NEC cloud laaS
NEC Energy Resource Aggregati (100% renewable EV charging cloud
cloud service Various x EMS energy) service Smart streetlights

Other decarbonization solutions

Virtual power plant

“

Use of
renewable
energy

oo
=
=
=}
(%]
c
o
(o)
c
.2
=
L
=]
£
S
o
L
>
o0
()
2
@©
S
5
n



https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=42
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=42
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=45

https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=42
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=45

58

NEC’s Business Model

Living Harmoniously with the Earth to Secure the Future

Growth Businesses Aimed at Creating Social Value—Business Related to Carbon Neutrality

O NEC’s Resource Aggregation Business

NEC operates businesses related to carbon neutrality among its growth businesses as part of its social contribution efforts. With the increased
popularity of electric vehicles (EVs) and all-electric housing and other factors increasing power demand, resource aggregation businesses
facilitate optimal and efficient energy use by matching companies with surplus electricity generated from renewable energy sources.

1 Contribution toward

NEC’s Resource Aggregation Business

Fiscal 2026 business scale: 12.0 billion yen |

NEC
Headquarters

a decarbonized society

Power companies

- - LI
. (cstributors) I 22tion « Uptake of renewable energy
Self-consignment  Surplus power Adijf‘fgjr’r \Lprice management « Improved resource productivity in industrial
supply solutions sectors
Regulated supply and

Economic effect of CO: reduction:
90.0 trillion yen

: : demand market Circular economies
Aggregation service

NEC business locations and
Surplus NEC Group companies Source: Green Growth Strategy for Carbon Neutrality in 2050

power supply (Ministry of Economy, Trade and Industry, published in 2020)
Note: Market size is an estimate of the Japanese market in 2030.

Energy management

O Green Digital Government Business: Putting KMD’s Knowledge to Work
KMD has introduced decarbonization process management to more than 150 companies at the local and national government levels, and
continues to expand globally.
Feedback and consulting for reducing CO. emissions
Sensors Solutions for calculating CO. Evaluation of CO: reports

e emissions and creating reports CO: emissions benchmarking
Electric meters B KM e Forward-looking recommendations

An NEC Company Fraud detection

Buildings ~ Factories  Transport

-
WorkZone ;
: g KMD Insights
Adopted by over 150 fﬁg;‘;‘;?,:,mg{::ﬁ,tm (data analysis platform)
companies

Information management .
KMD EnergyKey and analysis platforms N oy

Cities Al Model Explaina

O Expanding Decarbonization Solutions
Since roughly fiscal 2021, we have received many inquiries about co-creation and collaboration regarding solutions for visualizing
COz emissions for the purpose of decarbonization, and related projects have increasingly led to actual business.

Results for the Second Half of Fiscal 2022 (48 Companies in Total)

f Introduction of Feniel et Proposal of
Busines Industy oot Gogement | Madwie)” | (S, | secbonasor
Manufacturing 11 ([
Information services 8 o
Finance 7
Trading 6 o
Retail 4
Telecommunications 4 o
Local governments 4 (institutions)
Other 4
@ : Very high interest : High interest : Interest shown

Outline of Initiatives Based on TCFD Recommendations

Item |

Governance
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Description
+ Report to the Board of Directors important issues related to the environment, including climate change
+ Based on environmental management rules, clarify roles, responsibilities, and authorities of organizations related to promoting

environmental management

Strategy

« Set key material issues for management of climate change

« Examine countermeasures and identify risks and opportunities over the short, medium, and long term caused by climate change,

based on multiple scenarios

« Mitigation (decarbonization) leads to business opportunities/Develop appropriate solutions and expand provision

« Implement measures toward decarbonization, manage outcomes

Risk management

« Assess risks under Environment-oriented Management Implementation Framework and with Risk Control and Compliance Committee
« Advance activities to address potential and materialized risks, understand results and issues, and examine future plans to reduce

and prevent risks

Indicators and
Achievements

Fiscal 2026 targets  « Effectively zero COz emissions (Scope 1, 2, 3)

« Utilize 100% renewable energy (RE100)
Fiscal 2031 targets  « Set SBT 1.5°C targets

+ Reduce Scope 1 and 2 emissions by 55% (compared with fiscal 2018 level) and Scope 3 (Category 1, 3, and 11)

by 33% (compared with fiscal 2018 level)

Water Risk Management and Effective Water Usage

NEC works in compliance with environmental laws and regulations to reduce water usage and environmental impact.
We are also employing water risk management practices, which include addressing the issues of water outages,
water pollution, and flooding.

Risk / Opportunity ‘

Risk

Description

Droughts and disaster-related water outages may affect business continuity
and cause delay or tie-ups in production.

Risk reduction measures / Specific opportunities

BCP measures have been implemented at each site to prepare for water
outages.

Opportunity
(economic value)

There is growing market demand for disaster prevention-related businesses
to minimize damage from typhoons and other storms.

Expanded introduction of river water level prediction and other flood control
support systems has begun.

Resource Circulation and Pollution Prevention

NEC strives to lessen environmental impact through initiatives aimed at resource circulation and waste reduction across
every process, from production through to usage and recycling. In particular, we are working to collect and recycle hard-
ware products that have been used by customers, since many resources are used in their production.

Risk / Opportunity ‘

Description
Tighter relevant regulations at home and abroad require time and resources

Risk reduction measures / Specific opportunities

Utilize collection of information before the enactment of regulations to

Risk to appropriately address. If the response is delayed, it may affect NEC’s o
competitiveness and reputation. facilitate an early response.
Opportunity Market expansion of circular economy-related businesses continues to Growing demand for NEC bioplastic products, and Al tools for food loss

(economic value)

progress and new markets continue to open up.

countermeasures.

Biodiversity

NEC strives to minimize the impact of business activities and employees’ actions on living organisms, and to actively
encourage activities that contribute to biodiversity while providing ICT solutions.

Risk / Opportunity ‘ Description Risk reduction measures / Specific opportunities
Alterations to the land at production sites, as well as underground and Since NEC’s business sites use organic solvents and acid/alkaline materials,
Risk surface water usage, wastewater, and gas emissions and waste at production | we carry out measures and training to prevent leakage into wastewater, the
sites, may affect biodiversity in their respective areas. atmosphere, and soil.
Opportunity Efforts to protect biodiversity around bases and neighboring areas will lead to | Engage in activities to conserve biodiversity such as the protection of endan-
(sc?(?ial W) cooperation with a variety of stakeholders and improve brand value, which gered species, and undertake paddy field development through local
may create business opportunities. exchange.

@ For more details, please refer to pages 46 to 50 of Sustainability Report 2022.

External Evaluations Regarding the Environment

NEC was included in the CDP2021 “A List” for both Climate Change and Water Security, marking three
consecutive years of inclusion. NEC was also listed on the CDP’s Supplier Engagement Leaderboard,

the highest rating conducted by the CDP for supplier engagement.



https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=47

https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=47

https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=47
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Management That Supports Corporate Value Creation

Respecting Human Rights

As a company that operates its business globally, NEC is committed to mitigating and preventing any neg-
ative impacts its corporate activities may have on the rights of its stakeholders. In particular, by making
use of ICT, including social implementation of Al and utilization of biometrics and other data, each and
every member of the Group, from executives to employees, shall maintain respect for human rights and
view this issue as a top priority, making it a central theme to the Group’s conduct and business practices.

NEC Group Human Rights Policy

In 2015, NEC formulated the NEC Group Human Rights Policy, declaring its intention to advance initiatives to promote respect for human
rights across its entire value chain through dialogue and consultation with stakeholders and by implementing human rights due diligence.

In June 2022, this policy was revised and these revisions clearly show senior management’s commitment to respecting human rights
as well as its governance system, as required by the United Nations Guiding Principles on Business and Human Rights (UNGPs). The policy’s
revisions were reported to the Board of Directors in fiscal 2023.

The NEC Group Human Rights Policy applies to all officers and employees of NEC and its consolidated subsidiaries, including fixed-
term contract employees, temporary employees, and part-time employees. We also encourage our suppliers, business partners, and cus-
tomers to understand this policy and share our commitment to respecting human rights.

* For further details on the NEC Group Human Rights Policy (Revised June 2022), please visit the following URL:
https://www.nec.com/en/global/csr/pdf/human_rights_en.pdf

Promoting Human Rights Due Diligence in Accordance with the UNGPs

In fiscal 2020, we utilized the human rights risk data of the international NPO Business for Social Responsibility (BSR) to compile a list of
NEC’s human rights issues. From this list, three salient human rights issues were identified and reported to the Board of Directors in fiscal
2021—new technology and human rights (Al and human rights), labour in supply chains, and employee safety and health.

In fiscal 2021, from a third-party standpoint BSR conducted interviews targeting 22 divisions with a particular focus on business divisions
to confirm the specific details of the business activities and management systems of these divisions as well as the issues they face in front-
line operations. Subsequently, the list of human rights issues was updated to better reflect actual situations.

In fiscal 2022, we also conducted a gap analysis at the corporate level with the UNGPs and leading global companies as part of efforts to
visualize issues at NEC. Results of the analysis made it clear that, to prevent and mitigate human rights risks according to global trends, NEC
needs to clarify its system for governing respect for human rights as well as its policy regarding human rights initiatives, and it must also
respond to risks from the impact of conflicts and in high-risk countries and regions, which are general issues within NEC.

Therefore, in fiscal 2023, the Risk Control and Compliance Committee furthered discus-

) : o . i ) } - : NEC’s Human Rights Issues
sions with the Sustainability Advisory Committee regarding human rights associated with geo-

political risks and the newly identified “human rights risks related to geopolitical situations and . "!en'ttei\f;mlé’ﬁy and h,t"ngn
conflicts” as a salient human rights issue. From these discussions a resolution was reached, :ﬁm:r(| i at?ts riirsanl[;%edst)o
which was then reported to the Board of Directors and made as part of an effort to improve geoppliticgal situations and
NEC’s system for preventing and mitigating human rights violations in the value chain. conflicts

o Labour in supply chains

Human Rights Risks under Purpose-driven Management” on page 9 of Sustainability Report 2022 and « Employee safety and health
“Topic: Respecting Human Rights” on page 17 of the same report.

@ For more details, please refer to “The Progress of Sustainability Promotion and Our Response to the

Employee Safety and Health

NEC establishes targets for each fiscal year in accordance with its Companywide OH&S Policy Action Guidelines and the NEC Group Health
Declaration. To meet these targets, we prepare and implement specific measures for each in-house geographical area, business site, and
consolidated subsidiary in Japan. Regarding indicators for these measures, we set KPIs based on the World Health Organization’s definition
of health as “a state of complete physical, mental, and social well-being.” Furthermore, the CHRO works under the direction of the CEO to
oversee activities related to OH&S throughout the Company, including risk management, and then report on these activities to the Board
of Directors.
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New Technology and Human Rights (Al and Human Rights)

In accordance with the NEC Group Human Rights Policy, we are committed to the following three initiatives:
1. Ensure that all products and services are implemented and utilized by NEC employees, customers, and
partners appropriately

2. Continue to develop advanced technology and talent to further promote Al utilization with respect for
human rights as the highest priority

3. Engage with a range of stakeholders to build partnerships and collaborate with closely

In addition, we are actively involved in the following engagement and knowledge-sharing activities in order to promote
proper usage of Al, not only within the NEC Group but throughout society as a whole.

@ For more details, please refer to the “Al and Human Rights” section on page 64 of Sustainability Report 2022.

Participation in Discussions on Al and Public Interest at Davos Annual Meeting 2022

At the World Economic Forum Annual Meeting 2022, President Morita participated in a panel discussion, titled “Al on the Street:
Managing Trust in the Public Square.” During the discussion, he gave his opinions in response to the question “How can we make sure
the use of Al'in public services and spaces does not go against the public interest?” highlighting the following points.

«Itisimportant to alleviate society’s concerns about technology and build trust in
the technology and its bearers.

« Itis important to use case studies to foster a common understanding among the
government, the private sector, and the general public, regarding how technology
can benefit the public.

«In addition to public institutions, private companies should have a hand in creat-
ing governance frameworks related to the proper use of technology to ensure
accuracy and transparency of technologies and protect privacy of individuals.
This involvement will ensure trust in the systems and ultimately trust in Al.

Davos Annual Meeting 2022, panel discussion “Al on the Street”
Source: World Economic Forum

Labour in Supply Chains

NEC has designated “supply chain sustainability” as a material issue (materiality) and is enhancing cooperative ties with its
suppliers through collaboration and co-creation. To address “labour in supply chains,” positioned as a salient human rights
issue, we are moving forward with efforts such as inspections, audits, and corrective measures using a risk-based approach.

Toward Further Development of Human Rights Initiatives in Procurement

Since 2019, NEC has held regular dialogue sessions between executives, on-site supervisors, and
external experts on human rights issues that can arise in procurement.

For the dialogue held in fiscal 2022, we invited back experts from the dialogue in fiscal 2021:
Daisuke Takahashi, representing Shinwa Law Offices, Ryusuke Tanaka, representing International
Labour Organization (ILO) Office for Japan, and Asako Nagai, representing Business for Social
Responsibility (BSR). During the session, they looked back on sustainable procurement activities
over the past year and discussed issues related to human rights initiatives. These experts also
gave their opinions on what initiatives are needed going forward and their expectations of NEC
over the medium to long term amid ongoing legislation regarding human rights, centered mainly
in the United States and Europe.

@ For more details, please refer to the “Toward Further Development of Human Rights Initiatives in Procurement”
section on page 92 of Sustainability Report 2022.



https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=65
https://www.nec.com/en/global/csr/pdf/human_rights_en.pdf
https://www.nec.com/en/global/csr/pdf/human_rights_en.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=10

https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=10
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https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=18
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=18
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=93
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=10
https://www.nec.com/en/global/csr/pdf/2022_report.pdf#page=18
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Supply Chain Sustainability

NEC endeavors to work not only within itself but also through collaboration and co-creation with suppliers
to conduct business while giving full attention to its impacts on the environment and society as a whole,
in order to gain the trust of society and to help create sustainable social value.

Promoting Initiatives in Collaboration with Our Suppliers

Sustainable procurement activities of the entire NEC Group
Six Priority Risks at Our Suppliers
(CSCO). Decisions are made by the Procurement Steering Product Quality and
Committee chaired by the Senior Director of the Sourcing and Labour Practices Safety
annually, as the decision-making body. Information Health and
Guided by the Global SCM Leaders Session, we promote Security Safety
business practices of each country.
In addition, the NEC Group Procurement Policy and the Guidelines for Responsible Business Conduct in Supply Chains
six priority risks.
With regard to human rights, the NEC Group Procurement Policy clearly rejects slavery and human trafficking, and the
workers’ right to organize. The policy and guidelines also require appropriate wages and management of work hours.
Moreover, we perform due diligence on human rights in accordance with the Guidance from the OECD, identify and

are under the responsibility of the Chief Supply Chain Officer

Purchasing Department. International subsidiaries conduct Environmental
activities under the Global SCM Leaders Session, which meets Ethics Requirements
sustainable procurement in accordance with the culture and

require our suppliers, including upstream business partners, to implement responsible business conduct and identify the
Guidelines for Responsible Business Conduct in Supply Chains prohibit forced labour and child labour, while respecting
evaluate risks, and take steps to mitigate risks.

Document Checks, Evaluation of Results, and Feedback

NEC conducts self-assessments in order to assess the status of supplier compliance with requirements and initiatives
relating to the fields of human rights, occupational health and safety (OH&S), the environment, fair trading and ethics, and
information security.

For one type of these document checks—sustainable procurement self-check sheets—we newly added important
inspection themes for foreign national technical intern programs and COVID-19 countermeasures. We received responses
from 956 companies out of the 1,015 companies we queried, and evaluated the status of each supplier on a five-point scale
of A, B, C, D, and Z for each theme in light of the following evaluation criteria: “score rate” and “critical points*” We will
implement support for suppliers that received Z ratings aimed at correcting these issues during the first half of fiscal 2023
through supplier engagement, such as understanding the conditions and providing correctional guidance.

* Critical points are questions that NEC has identified as potential risks in light of the Guidelines for Responsible Business Conduct in Supply Chains, issued by NEC in July 2020, and
other regulations, if initiatives remain unaddressed.

Evaluation o o

A Score rate between 80% and 100% Implemented outstanding initiatives

B Score rate between 60% and 80% Implemented standard initiatives

C Score rate between 50% and 60% Implemented initiatives but only for some issues

D Score rate of 50% or below Initiatives themselves are insufficient
_ Unable to clear critical points Risks expected
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Human Rights Due Diligence

In October 2020, the Japanese government formulated and published the National Action Plan on Business and Human
Rights, and legal frameworks for preventing human rights abuses in supply chains have been updated abroad. With labour
in supply chains being identified as a salient human rights issue, NEC improved its efforts at due diligence in human rights,
in addition to its ongoing initiatives.

NEC is taking the following steps in accordance with OECD Due Diligence Guidance for Responsible Business Conduct.

« Gather and evaluate information about risks specific to the ICT sector, regions, and NEC companies based on the ICT Sector Guide on
Step 1 Implementing the UN Guiding Principles on Business and Human Rights, the International Trade Union Confederation (ITUC)’s 2020 ITUC
GLOBAL RIGHTS INDEX, other external research reports, and internal analysis of our procurement structure

« Identify high-priority business domains while referencing results of international NPO BSR’s evaluations of human rights impact (human rights
risks to workers in manufacturing processes at overseas plants of suppliers, including outsourced production, human rights risks to foreign
national apprentice interns in technical trainee programs in manufacturing processes at domestic plants of suppliers, and overtime work risks
in software development)

Step 2

« Conduct third-party audits by an external auditing firm that specializes in human rights. We have selected three suppliers based on evaluation
of scope and nature of potential impacts, while mapping the aforementioned risks across suppliers.
Sicleel s« Nonconformance incidents identified in these audits (i.e., foreign national employees have not received employment rule handbooks or
explanations; no human rights policy) will be subject to risk mitigation measures based on assessments of the impact from such risks while
seeking counsel from outside experts.

Stakeholder Engagement

Education and Awareness-raising Activities

In accordance with internal procurement regulations, NEC Corporation and its subsidiaries conduct regular training for pro-
curement personnel, as well as timely training on individual topics to address new laws and regulations and emerging
risks, in order to maintain appropriate business operations.

Strategic Supply Chain Partners Meeting
NEC holds exchange meetings with strategic supply chain partners each year for its main strategically important suppliers.
We require these suppliers to understand and cooperate with the NEC Group’s sustainable procurement activities, centered
mainly on human rights, labour, OH&S, the environment, and information security. Moreover, during the meetings, NEC
bestows Sustainability Awards on suppliers that make significant contributions to advancing sustainability initiatives.

The meeting in December 2021 was held online, and 426 members of the management at 194 suppliers from around
the world participated.

Update to Grievance Mechanism
NEC has given access to its Compliance Hotline, a means of reporting incidents and seeking consultation, to suppliers since
2003. In August 2021, NEC changed the hotline to include consultations about responsible procurement, including human
rights, labour, OH&S, and other topics.

In fiscal 2022, a total of six reports were issued via the Compliance Hotline about procurement issues. After verifying the
relevant facts, all six reports were dealt with appropriately.

NEC Awarded the Highest Rating for Supplier Engagement by the CDP

Through the CDP Supply Chain Program run by the CDP, an environmental NGO that NEC partnered with in 2019,

NEC surveyed the climate change initiatives of 70 companies, mainly hardware suppliers, in fiscal 2022, and provided q‘,
feedback on the results of the survey. CDP
NEC has been acknowledged on the Supplier Engagement Leaderboard, the highest rating in the Supplier AR

FHGAGENENT

Engagement Rating* conducted by the CDP. LEADER
We recognize that our various efforts to aim for zero CO2 emissions from supply chains under NEC’s long-term envi-
ronmental goal, Course of Action for Climate Change Toward 2050, have been highly evaluated.

* The Supplier Engagement Rating examines a company’s initiatives for climate change and reduction of greenhouse gas emissions across the entire
supply chain and gives a rating based on these efforts.

@ For more details, please refer to the “Supply Chain Management” section on page 88 of Sustainability Report 2022.
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Dialogue with Outside Directors

As business conditions become increasingly
unclear, corporate governance is becoming
increasingly important. Amid these trends,
Outside Directors Kuniharu Nakamura and
Christina Ahmadjian sat down for a candid
exchange of opinions on NEC’s corporate
governance and cultural transformation.

Assessing the Board of Directors

CEENEY

| have served as an outside director for NEC for three
years, and | do believe that the Company’s corporate
governance has improved over that time. Discussions on
the composition of the Board of Directors are based on a
matrix of members’ career experience and skills. | think
that this increases the effectiveness of the Board because
it ensures that the Board is made up of people from a
range of backgrounds, such as people with experience in
corporate management and those with knowledge of
administration and foreign diplomacy. This means that
the Board can discuss matters from several very different
perspectives. More than anything, | feel like | can speak my
mind, and that sort of environment is such an important
thing to have. Adding to this, there have been some recent
efforts to make these conversations more lively. In the
past, a lot of time was spent on explanations, but now we
can attend preliminary briefings for these explanations,
which allows us to focus on discussing essential topics.

In addition, in order to get a deeper understanding of
important items on the agenda, we hold off-site meetings
separate from Board meetings, which provide us with
opportunities to exchange opinions with executives,
making it easier for us outside directors to convey our
thoughts.

| agree. | think NEC’s Board of Directors is highly effective
as well. But, when you look at the Board in terms of diversity,
| feel that there are slight issues with respect to the age
range and the global business perspective of the Board.
Surely the Board would benefit from inviting, for example,
someone young with management skills, or someone
with management experience at global companies, or a
person with experience engaging with global investors.
The presence of such people would help steer the Board
toward even better results. | think the good thing about a
diverse Board is that active and more constructive

Kuniharu Nakamura

Outside Director

discussions can be had among members with different
sensibilities. | should also add that | do not believe that a
Western-style form of governance is ideal either. The
Board should focus on improving corporate value over the
long term, not just based on short-term results, and
should continue to make the diversity of its members a
point of discussion.

On NEC’s Cultural Transformation and Employee
Engagement

| have heard from people both inside and outside of NEC
that the Company has changed quite a bit. | believe that
this is the result of many efforts, such as instilling the NEC
Way and improving workstyles and other systems, starting
to bear fruit. | believe that the town hall meetings, where
President Morita himself talks directly with employees,
have had a particularly strong effect on improving
employee engagement. Most employees do not get many
chances to actually meet the senior management of their
company in their regular workday, so | think this initiative

Christina Ahmadjian

Outside Director

is a very good way to bridge the gap and is something that
I hope will continue in the future.

NEC improved its employee engagement score by 10
points in one year, a remarkable achievement, and | hope
it will continue to rise even higher in the future. NEC needs
to keep a close eye on engagement among its young
employees since they will be the ones responsible for NEC
in the future. Communication with senior management is,
of course, important, but | believe that direct supervisors
have the greatest impact on employee motivation. This
suggests that NEC should check and see how engaged
these young employees are with their superiors.

Nakamura

That’s right. I would also like to visit NEC offices and talk
directly with employees in the field and see to what extent
the ideas of the Company and the president reach them. |
believe it is important that employees understand a com-
pany’s ideas and the role they play within these ideas. In
addition, a company needs to engage in dialogues, dis-
cussions, and other forms of two-way communication
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with its employees to ensure the employees fully connect
with these ideas. This is key to improving employee
engagement further.

Non-Japanese employees also need to be engaged in
order to improve NEC’s competitiveness as a global com-
pany. If employees leave a company feeling unengaged,
people around them will avoid that company as a poten-
tial place of employment, which could prevent the com-
pany from acquiring the best and brightest. With that in
mind, | want to see NEC be extra cognizant of the engage-
ment levels of young and foreign employees and remain
mindful of the abilities of these employees’ supervisors.

Expectations for NEC Going Forward

CEENTEY

First and foremost, NEC needs to accomplish the goals of
the Mid-term Management Plan 2025. Time and time again,
NEC has fallen short of the goals put forth in these plans,
costing it the trust of its investors and other stakeholders.
Trust is the cornerstone of corporate management, and
employees should know that winning this trust back will
take a great deal of time and effort. | would also like NEC
to build trust by making steady progress business-wise,
implementing its cultural transformation reforms and
delivering on its promises. It is also important for NEC to
provide a clearer image of what it is as a company. There
are likely some stakeholders who see NEC for its abun-
dance of superior technology but feel left in the dark
about its specific business and its vision for the future. In
order to quell this feeling,  would like to see NEC increase
its social value by providing specific details as to how it
will use its technology to contribute to society and do so
in an easy-to-understand manner.

I would also like to see NEC demonstrate its excellence,
and put its unique capabilities on display, both in Japan
and abroad as well. NEC not only has unique and best-in-
class technological capabilities but also an open and flat
corporate culture, with strong leadership from its manage-
ment team. | hope that by highlighting these pointsin a
clear, understandable way the Company will acquire their
most important resources, human resources.
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Corporat

e Governance

Reliable corporate governance is essential to the continuous creation of social value and the maximiza-
tion of corporate value. Therefore, NEC Corporation (the “Company”) is committed to strengthening
its corporate governance practices through: 1) Assurance of transparent and sound management; 2)
Realization of prompt decision-making and business execution; 3) Clarification of accountability; and
4) Timely, appropriate, and fair disclosure of information.

Overview of Corporate Governance System

The Company has adopted the company with the Audit & Supervisory Board Members (KANSAYAKU) (“A&SBMs”) to
provide a double-check process: the Board of Directors supervises business execution and the Audit & Supervisory Board
(KANSAYAKU-KAI) (“A&SB”) audits the legality and validity of the Company’s activities. Furthermore, the Company has estab-
lished a hybrid structure by utilizing a corporate officer system, a chief officer system, and two committees, the Nomination
Committee and the Compensation Committee, which were established voluntarily and comprise a majority of Independent
Outside Directors. In this way, the Company separates business execution from management supervision and has been
working to ensure transparent and sound management, and timely decision-making.

In the future, the Company will focus its efforts on enhancements and improvements of this system in order to realize
more effective corporate governance, responding to changes in the business environment.

Elect and Dismiss

GENERAL MEETING OF SHAREHOLDERS

Elect and Dismiss

Management
Supervision
Cooperate AUDIT &
< > SUPERVISORY
. BOARD
Accounting
Auditors Audit
Cooperate
- > CORPORATE

AUDITING BUREAU

Internal audits

Business Execution

Elect and Dismiss

; NOMINATION
Audit BOARD OF —_ COMMITTEE
DIRECTORS COMPENSATION
COMMITTEE
Supervise
EXECUTIVE BUSINESS PROGRESS
COMMITTEE COMMITTEE

Discuss and report on
important management issues

CORPORATE OFFICERS Supervise

Report on the status of
business execution

CHIEF OFFICERS
Supervise

BUSINESS UNITS / CORPORATE STAFF / AFFILIATED COMPANIES

Business Execution

Purpose, Activities, and Number of Meetings Members

Executive The Executive Committee discusses important NEC Group management issues such as policies Approximately 20
Committee and strategies. This committee extensively discusses matters of particular importance prior to put- | corporate officers

ting them forward to the meetings of the Board of Directors for approval. In doing so, the commit-

tee enhances the deliberations and ensures appropriate decision-making. (Number of meetings in

fiscal 2022: 14)
Business The Business Progress Committee deliberates and reports on matters related to the status of the Corporate officers,
Progress NEC Group’s business execution, such as monitoring progress with respect to budgets adopted by managing directors,
Committee the Board of Directors, with the aim of sharing management information and promoting business and other members

execution efficiency. (Number of meetings in fiscal 2022: 12)

Purpose, Activities, and Number of Meetings
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Members

Board of
Directors

The Board of Directors is responsible for making important decisions for the
Company’s business execution, including decisions on its basic management
policies, in addition to supervising overall business execution. It holds regular
meetings basically once a month and extraordinary meetings as necessary.

Main Matters Discussed in Fiscal 2022 (Number of meetings: 14)

Items Related to Management

Policies and Management Strategy

« Progress report for the Mid-term
Management Plan 2025 and discussion
of strategies for achieving targets
(global 5G, DX of Japan IT business,
R&D x new business incubation, trans-
formation of people and culture, etc.)

« Initiatives for cyber security

+ Marketing strategy

« Initiatives to promote sustainability
(materiality, the environment,
human rights, etc.)

Items Related to Governance

« Report on internal auditing

« Report on the progress of the establish-
ment and implementation of the inter-
nal control system (including Priority
Risks to be addressed)

« Evaluation of the effectiveness of the
Board of Directors

« Determination of candidates for
Directors and A&SBMs

« Sale of strategic shareholdings

10 Directors

Chairperson of the Board
(Chairman of the Board of Directors)

6 non- 4 corporate
executives a officers
o000 o e
aae an
o e o e
ae an

5 Independent Outside 5Inside Directors

Directors

@ Female

The Company has established and operates a Nomination Committee and a Compensation Committee in place of the
Nomination and Compensation Committee since June 2022.

Nomination The Nomination Committee deliberates ~ Main Matters Discussed in Nomination 4 Directors
Committee and makes resolutions on (i) nomina- Committee and Compensation All non-executive
(Since June 2022) tl(.)n for Directors, Representz'ﬂ'twe . (Cl\??mny::e;w‘?eifslggosz)z 3 Independent 1 Inside Director
Directors, and A&SBMs and (i) nomina- : Outside Directorﬂ T Takashi Niino
tion of the Chairman of the Board and Nomination-related Kuniharu
the President, including succession « Change in maximum tenure for the Nakamura .
planning for the President from an Chairman and corporate officers (Chairperson) a
objective, transparent, and fair perspec- . Strengthening of the Board structure and Masatoshi lto 222
tive. The committee reports the results selection of candidates Masashi Oka
of its deliberations to the Board of - Nomination of Directors, A&SBMs, and
Directors. important corporate officers The majority of the committee members are Independent
« Succession planning for the President Outside Directors, and the chairperson is appointed
from among the Independent Outside Directors.
Compensation-related
Compensation | The Compensation Committee (i) estab- . |mp$ovement of remuneration system for 4 Directors
Committee lishes and revises remuneration systems bonus o
(Since June2022) | for Directors and corporate officers; (i) « Decision on bonus payment for Directors 3 Independent 1Inside Director
determines remuneration paymentsfor  « Monitoring of payment amounts to 3“t5‘dhe.%'l:e°t°rs T Takayuki Morita
Directors; and (iii) conducts other Directors based on remuneration system (Cizifp;rsoi)
important matters pertaining to the ) a
remuneration for Directors or corporate Other Eui‘har“
officers from an objective, transparent, + Change in structure of Nomination and eramur aka
and fair perspective. The committee Compensation Committee Christina
reports the results of its deliberations to Ahmadiian & Female
the Board of Directors. The majority of the committee members are Independent
Outside Directors, and the chairperson is appointed
from among the Independent Outside Directors.
Audit & The Audit & Supervisory Board holds regular meetings basically once a month and 5 A&SBMs
Supervisory extraordinary meetings as necessary, decides on audit policies, standards, the annual
Board auditing plan and other matters, and receives status reports on audits and on other Outside A&SBMSs 2 Inside A&SBMSs
(KANSAYAKU- | matters from each A&SBM. (3, all Independent
KAI) (“A&SB”) A&SBMs)

Main Activities in Fiscal 2022 (Number of meetings: 15)

« Creation of audit policy and plan

« Discussion and drafting of audit report

« Matters related to the selection and
dismissal of accounting auditor

« Confirmation of establishment and
implementation of internal control
system

« Exchange of opinions with the President
regarding priority management issues

« Receipt of oral reports on audits from
the accounting auditor and the
Corporate Auditing Bureau

« Evaluation of the effectiveness of
the A&SB

@ Female

In appointing Directors and A&SBMs, when an appointee serves as a Director or A&SBM of other public companies, it is desirable that the number of concurrent positions does not
exceed the numbers specified as follows:
«When an appointee serves as an executive of the Company or another company: only one company in addition to the company where a candidate for Director or A&SBM serves as an

executive

«In cases other than the above: up to four companies in addition to NEC Corporation
However, if a Director or A&SBM serves in multiple roles concurrently at group companies of the Company or another public-listed company, the concurrent roles within the group
companies shall be deemed as roles in one company.
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Corporate Governance

Main Initiatives for Strengthening Corporate Governance

To ensure independence and objectivity in the
i Nomination and Compensation Committee, changed
! to afour-member structure consisting of three
Outside Directors (including chairperson) and one
non-executive Inside Director

Ratio of Outside Directors: 45.5% % Majority of Directors Ratio of
are non-executive i Independent
Outside Directors:
Introduced chief officers and Corporate officers entered with ) 50.0%
strengthened the corporate functions | one-year mandate contractsto | : :Qnadtleopg;dent
of NEC clarify responsibilities and authority ' Outside Directors:
| 41.7%
Extended the authority ¢ ;
delegated to the Chief Officers !
to strengthen corporate |
functions and accelerate the |
Established Established speed of decision-making | Established
i Compensation i Nomination and ; i Nomination
i Committee i Compensation ; i Committee and
‘ i Committee § i Compensation

i Committee

m 2010 M 011 M1

Introduced stock @ ® Increased the ratio of performance-based
compensation system remuneration for executive directors
Ratio of basic remuneration : bonuses :

Revisions to Remuneration stock compensation =5:3:2
for Directors

Enhancing the Board of Directors System
In fiscal 2021, the Nomination and Compensation Committee engaged in heavy deliberations focusing on measures aimed
at enhancing the structure and role of the Board of Directors in order to improve corporate value further. After defining the
career skills of the Board of Directors needed as a whole and evaluating the Board’s current composition, it became clear
that it was necessary to strengthen corporate governance and deepen multifaceted discussions on Companywide strategies
at Board meetings. In response, the Company added one Independent Outside Director in fiscal 2022. This increase in the
number of Independent Outside Directors, who possess specialized experience and knowledge in risk management, sus-
tainability, and global management, is aimed at increasing the diversity and the proportion of Independent Directors
among the Board and at promoting deeper discussion during Board meetings. Furthermore, in fiscal 2023, the Company
decreased the number of Directors from 12 to 10 in order to strengthen the corporate governance system by increasing the
ratio of Independent Outside Directors and enable more flexible decision-making at Board meetings.

As aresult, the Company achieved its goals with regard to increasing the proportion of Independent Directors, women,
and non-Japanese on the Company’s Board of Directors and raising its overall independence and diversity.

2020 2021 2022
Independent 36.4% (4) 41.7% (5) 50.0% (5)
Non-executive 54.5% (6) 583% (1) | 60.0% (6)
Female 9.1% (1) 167%2) | 20.0% (2)
Non-Japanese 0.0% (0) 83%(1) | 10.0% (1)
Total number of Directors 11 12 10

(As of June 30 of each year)
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Career Skill Matrix for Directors

The Company’s Nomination and Compensation Committee (the Nomination Committee from June 2022) regularly con-
firms the sufficiency level as the Board of Directors for the career background and skills particularly expected of Directors
based on the Career Skill Matrix and makes use of the results in deliberations for election of candidates for Directors in the
future and other matters.

Years Financial N P
Corporate Global 3 Risk Sustainability/ q
S[)e‘:\;itdo?f management ey business alrﬁ\clz';ltnnt::r%t/ management ESG it
Chairman of the Board Takashi Niino 11 [ J [ J O O [ J [ ([
President and CEO (Chief Executive Officer) . .
(Representative Director) Takayuki Morita 6 - v - * b o o
Executive Vice President, CHRO (Chief Human Resources Officer), .
CLCO (Chief Legal & Compliance Officer) and Member of the Board Hajime Matsukura 5 O O © b ® ® ©
Executive Vice President, CTO (Chief Technology .
Officer) and Member of the Board Motoo Nishihara 3 ® ® O O O O
Executive Vice President, CFO (Chief Financial Officer) " _
and Member of the Board (Representative Director) Osamu Fujikawa o ® b © L o
Member of the Board Noriko Iki 4 [ J [ [ J [
Member of the Board Masatoshi Ito 3 [ ] [ J O [ ] [ J [ J
Member of the Board Kuniharu Nakamura 3 [ J [ O [ [ ] [ ]
Member of the Board Christina Ahmadjian 1 @) ([ ] O [ [ ] @)
Member of the Board Masashi Oka — [ ] [ J [ ] [ ] O

O Areas in which Director has deep insight @ Areas in which Director has extensive experience in addition to deep insight
* As of June 30, 2022

Skills Details

Corporate management Practical knowledge on company management based on experience as chief executive officer of companies, etc.

Technology Business experience or specialized knowledge on technology related mainly to ICT and digital transformation

Global business Leadership experience in multinational firms or specialized knowledge on global markets

Financial accounting/ Experience as chief financial officer of large-scale organizations, professional work experience in major accounting firms,
Investment investment companies, etc., or specialized knowledge on investments, finance and accounting, etc.

Risk management experience in accounting, legal affairs, technology, cyber security, etc., in large-scale organizations, or

RESEIEEE specialized knowledge on international and domestic legal affairs

Knowledge about diverse values on female, foreign nationality, people with disabilities, etc.; leadership experience in

SRR RS ESG activities or specialized knowledge on ESG management

Leadership experience in the marketing or brand strategy department or the sales department, or specialized knowledge

HEIL G on business-to-business transactions and marketing

Nomination of Officers and Building a Remuneration System to Strengthen Our Governance
The Company established the Compensation Committee in 2001, and the Nomination and Compensation Committee in
2010, which had the added function of deliberating on the nomination of officers. Altogether, this committee deliberated
on the nomination and compensation of officers from an outside perspective. For the purpose of enhancing deliberations
and deepening discussions on matters related to nominations and compensation, the Company has established and
operates a Nomination Committee and a Compensation Committee in place of the Nomination and Compensation
Committee since June 2022.

The Nomination Committee also deliberates on succession planning for the President. The Company selects and trains
suitable personnel as future candidates for President and executive positions, and the Nomination Committee also looks
into policies that will help develop the next generation of human resources.

The Compensation Committee deliberates on matters that include revisions to the Company’s remuneration system
and the appropriateness of remuneration amounts.

The efforts of these committees will strengthen corporate governance over the medium to long term.
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Corporate Governance

Revisions to Remuneration for Directors

Our Approach to Remuneration for Directors and A&SBMs

To maximize corporate value and strengthen its competitiveness, the Company’s basic policy on the remuneration for
Directors and A&SBMs is to set the level and structure appropriate for a global company, which enables the Company to
secure excellent human resources and serves as an incentive to improve performance of the NEC Group. In order to ensure
objectivity and appropriateness of the remuneration for Directors and A&SBMs, the level of remuneration is determined
upon the results of a third party’s investigation regarding the remuneration levels of other companies whose business oper-
ations and scale are similar to those of the Company.

In 2017, the Company introduced the stock compensation system, and in 2019, the Company increased the ratio of
performance-based remuneration for executive directors. The ratio of bonuses and performance-based stock compensation
is calculated based on a standard amount before reflecting the degree of achievement of the performance targets.

In addition, the Company has established “Guidelines on Ownership of Company Shares” for Directors (excluding
Outside Directors) and corporate officers regarding the holding of more than a certain number of shares.

Medium- to long-term incentive
Performance-based Fixed stock

Fixed remuneration Short-term incentive
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Continuing to Increase and Improve Effectiveness

Evaluation of Effectiveness

As stated in the NEC Corporate Governance Guidelines, the Company conducts an analysis and evaluation of the effective-
ness of the Board of Directors once a year and improves the function of the Board of Directors, and discloses a summary of
the results of such analysis and evaluation. The Company also conducts evaluations of the effectiveness of the Nomination
and Compensation Committee (the Nomination Committee and the Compensation Committee from June 2022), and the
A&SB in the same manner.

D For more details about evaluations of effectiveness, please refer to NEC’s Corporate Governance Report.
https://www.nec.com/en/global/about/pdf/nec_governance.pdf

Attendance Rate, the Number of Meetings Held and Attended by Each Director and A&SBM for Meetings of the Board
of Directors, the Nomination and Compensation Committee, and the Audit & Supervisory Board (KANSAYAKU-KAI)
in Fiscal 2022

K stock compensation | compensation
Type paid monthly Performance-based and payment rate from 0% to 200% Performan'?:e-based P
and payment rate
from 0% to 100%
For some executive directors, Group-wide Bu5|ness—urgl)tn[i:gggrtance—based
basic remuneration increases performance-based The NEC Group’s

or decreases based on perfor-
mance (performance indicators
include non-financial indica-
tors such as practical imple-
mentation of the NEC Way and
our “materiality”—priority
management themes from an
ESG perspective).

Indicators

component

Fiscal year budget
portion

Mid-term plan portion

« Consolidated
revenue

« Adjusted consoli-
dated operating
profit

« Free cash flows

« Consolidated revenue
+ Adjusted operating profit
« Free cash flows, etc.

(for the business unit
overseen by Director)

Set each fiscal year

« Consolidated revenue

« Adjusted operating
profit

« Adjusted net profit
attributable to owners
of the parent

Inside Directors

0,
(executive directors) %

President

Executive Vice
President

Ratio

30%

100%

40%

30%

30%

15%

5%

Inside Directors

(non-executive
directors)

80%

15%

5%

Outside Directors, and
Inside and Outside
A&SBMs

100%

Notes: 1. Shares from stock compensation are granted after three years from the beginning of the applicable period.
2. Under the stock compensation system, provisions have been included that allow the Company to take action in cases where compliance breaches or inappropriate accounting
treatment have been confirmed. In such cases, the Company may withhold all or part of the rights to receive a grant of its shares prior to the granting of its shares; or after the

granting of the Company’s shares, the Company may demand the return of all or part of the granted shares of the Company.

D For more details on remuneration for Directors and A&SBMs, please refer to NEC’s Corporate Governance Report.
https://www.nec.com/en/global/about/pdf/nec_governance.pdf

Amounts of Remuneration for Fiscal 2022

. . Performance-based Stock . .

Nomination and SuAlcje(rjl\lltisi;r
Directors Board of Directors| Compensation A&SBMs Board of Directors FI)Board y
SO (KANSAYAKU-KAI)

Takashi Niino 100% (14/14) - Nobuhiro Odake*! 100% (11/11) 100% (11/11)
Takayuki Morita 100% (14/14) — Nobuo Nakata 92.9% (13/14) 100% (15/15)
Hajime Matsukura 100% (14/14) - Masami Nitta 92.9% (13/14) 100% (15/15)
Motoo Nishihara 100% (14/14) - Hajime Kinoshita*s 100% (3/3) 100% (4/4)
Noriko Iki 100% (14/14) - Isamu Kawashima*? 100% (14/14) 100% (15/15)
Masatoshi Ito 100% (14/14) 100% (8/8) Taeko Ishii*2 100% (14/14) 100% (15/15)
Kuniharu Nakamura 100% (14/14) 100% (8/8)
Christina o _
Ahmadjian* 100% (11/11)
Nobuhiro Endo*? 92.9% (13/14) 100% (8/8)
Norihiko Ishiguro*2 100% (14/14) — )

*1 Appointed June 2021

*2 Retired June 2022
Kaoru Seto*? 100% (14/14) 100% (8/8) "3 Retired June 2021

Excepting special circumstances, each Director and A&SBM aims to have at least 75%
Jun Ohta*? 100% (14/14) — attendance at meetings of the Board of Directors in a single fiscal year, and each A&SBM

aims to have at least 75% attendance at meetings of the A&SB in a single fiscal year.

: : Cost posting Cost posting

Total amount Total amount relating to stock relating to stock

geecceln: (in millions of yen) Inemetaout (in millions of yen) gl=cdcely compensation Headcount compensation
(in millions of yen) (in millions of yen)

Directors

(of which Outside (162) ngli E lil E 130 E 3_4

Directors)

A&SBMs 6 107 — — — — — —

(of which Outside A&SBMs) ?3) (47) — - — - — —

The above headcount of remuneration includes one A&SBM (KANSAYAKU) who retired on June 22, 2021.
Among the above recipients, the following have a total remuneration amount of ¥100 million or higher.
Nobuhiro Endo: Total remuneration amount: ¥123 million (basic remuneration: ¥95 million; performance-based stock compensation: ¥28 million)
Takashi Niino: Total remuneration amount: ¥139 million (basic remuneration: ¥75 million; bonus: ¥36 million; performance-based stock compensation: ¥28 million)
Takayuki Morita: Total remuneration amount: ¥125 million (basic remuneration: ¥75 million; bonus: ¥36 million; performance-based stock compensation: ¥14 million)


https://www.nec.com/en/global/about/pdf/nec_governance.pdf
https://www.nec.com/en/global/about/pdf/nec_governance.pdf
https://www.nec.com/en/global/about/pdf/nec_governance.pdf
https://www.nec.com/en/global/about/pdf/nec_governance.pdf
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Risks and Opportunities

In addition to financial risks, NEC works to gain a proper understanding of non-financial (ESG) risks that,
if realized, may cause NEC to negatively impact the environment or society. As well as implementing
effective and efficient measures to mitigate these risks, NEC is taking steps to turn these risks into business
opportunities. As part of this initiative, we intend to direct our efforts according to materiality, which is a
set of priority management themes from an ESG perspective. These efforts will maximize the value
provided while minimizing risk, which in turn will improve future financial performance and contribute
to achieving the SDGs.

Risk Management Framework

NEC’s Chief Legal and Compliance Officer (CLCO), a
member of the Board of Directors, is responsible for
overseeing Companywide risk management and
serves as Chairperson of the Risk Control and
Compliance Committee. Executive Risk Control and Compliance

Every fiscal year, the committee, which comprises Somtiees SRS
officers, selects Priority Risks as risks in particular need
of countermeasures, and regularly receives reports
from the divisions in charge of deliberations regarding
specific measures and the progress of these measures,
after which the committee undertakes efforts to
improve or enhance these measures if necessary. The
CLCO reports matters of particular importance to the
Executive Committee and the Business Progress
Committee and other entities, which are attended by
the CEO.

To supervise business execution, the Board of Directors receives reports on matters that include material misconduct
and measures taken for the Priority Risks. In addition, the Board of Directors regularly confirms the effectiveness of the
Company’s risk management and the operational status of the Company’s internal control system.

P P Board of Directors

Board Members

(KANSAYAKU) Chief Legal & Compliance Officer

Compliance Department

Corporate Auditing

B Corporate staff divisions
ureau

Units and business units

Subsidiaries

Response to Priority Risks

In fiscal 2022, one important risk, “risk management system in response to changes in risks” was selected as a Priority Risk.
To address this risk, the Company adjusted its comprehensive risk management system and compiled a list of risks that
NEC should be aware of. The Company assessed these risks in terms of likelihood and their impact on NEC and prepared a
risk map visualizing the priority of each risk.

Based on this risk map, “risks of human rights violations in the value chain” was selected as a Priority Risk to be
addressed in fiscal 2023, which was then reported to the Board of Directors. As one effort to address this risk, the Company
revised the NEC Group Human Rights Policy in June 2022.

D For more details, please refer to the “Respecting Human Rights” section on page 60.

Major Risks & Opportunities and Related Initiatives

Major risks and opportunities that NEC recognizes and key initiatives aimed at addressing them are listed on the right.
We will review these risks as necessary to facilitate a flexible response to sudden changes that may occur.

Financial
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Trends in Economic
Environment and
Financial Markets

@ Impacts from economic trends and market fluctuations

@ Fluctuations in exchange rates and interest rates

@ Adverse effects of infectious diseases, man-made disasters,
and natural disasters

O Greater expectations for ICT as a solution to social issues

D The Securities Report for Fiscal 2022 (Japanese only), P.21 “Trends in
Economic Environment and Financial Markets”

»[1) P.54 Living Harmoniously with the Earth to Secure the Future
P.78 At a Glance

The NEC Group’s
Management Policies

@ Financial instability and fluctuations in revenue

@ Failure in company acquisitions and withdrawal from businesses, etc.
@ Difficulty in maintaining relationships with strategic partners

@ Inability to participate in certain markets and country-related risks

O New growth from implementing the Mid-term Management Plan 2025

D The Securities Report for Fiscal 2022 (Japanese only), P.23 “Risks Related to
the NEC Group’s Management Policies”

»[1) P20 Mid-term Management Plan 2025
P.36 CFO Message
P.40 Innovation: R&D and Business Development
P.46 NEC, for Those Who Seek Challenge
P.54 Living Harmoniously with the Earth to Secure the Future

The NEC Group’s
Business Activities

@ Dependence on the NEC Group’s primary customer base
@ Difficulties with respect to new businesses, intensifying competition
Olncrease in business opportunities

D The Securities Report for Fiscal 2022 (Japanese only), P.27 “Risks Related to
the NEC Group’s Business Activities”

»[1) P78 Ata Glance

Non-financial

Materiality

Environmental Action
with a Particular Focus
on Climate Change

Risks (@) and Opportunities (0)

@ System failure from natural disasters
@ Increased costs related to CO, emissions
O Provision of ICT solutions

1 Soan iy 13

Contribute to reducing COz emissions, not only from NEC but also from cus-

tomers’ businesses and the entire supply chain

Promote thorough energy conservation and increased use of renewable

energy based on the NEC Eco Action Plan 2025, to achieve SBT 1.5°C

D The Securities Report for Fiscal 2022 (Japanese only), P.18 “Response to
Climate Change”

»[1) P.54 Living Harmoniously with the Earth to Secure the Future
»[s) P40 Climate Change

Security to Maximize
ICT Possibilities

@ Information leaks, unauthorized access, system failure
O Development of security professionals
O Provision and operation of robust information systems

Promote information security measures in a sound manner
Provide products and services that incorporate security measures
Develop information security professionals

»[1) P40 Innovation: R&D and Business Development
»[5) P69 Information Security and Cyber Security

Al and Human Rights

@ Invasion of privacy-related risks accompanying new technologies
@ Risks of human rights violations in the value chain

(designated as a Priority Risk in fiscal 2023)
O Strengthening competitiveness

ucATOn ooy

Promote appropriate utilization of Al, develop advanced technology and
talent, and engage with a range of stakeholders to build partnerships and col-
laborate with closely in accordance with the NEC Group Al and Human Rights
Principles

Revise and disseminate the NEC Group Human Rights Policy

»[1) P.40 Innovation: R&D and Business Development
P.60 Respecting Human Rights

»[s) P.17 Topic: Respecting Human Rights, P.64 Al and Human Rights
P.66 Personal Information Protection and Privacy
P.77 Innovation Management

Diverse Human
Resource Development
and Cultural
Transformation

@ Harassment

@ Risks of human rights violations in the value chain
(designated as a Priority Risk in fiscal 2023)

@ Difficulty in securing and developing human resources

O Greater organizational strength through improved employee
engagement

g temsonos 16 s

Bolster diversity as a source of innovation, and implement workstyle reforms
supporting diverse talent

»[1) P.46 NEC, for Those Who Seek Challenge

»[s) P53 Inclusion and Diversity
P.56 Human Resource Development and Training
P.59 Creating a Diverse Workstyle Environment

Corporate Governance

@ Inadequate accounting processes

@® Mismanagement of confidential information

@ Inadequate Group governance

@ Risk management systems in response to changes in risks
(designated as a Priority Risk in fiscal 2022)

O Acquisition of trust from society

5 am 10 i 16 b
A e
=)
= .

Increase the transparency of corporate governance further

»[1) P.6 Message from the President
P.20 Mid-term Management Plan 2025
P.36 CFO Message
P.66 Corporate Governance

»[s) P.80 Corporate Governance

Supply Chain
Sustainability

@ Environmental and human rights risks

@ Risks of human rights violations in the value chain
(designated as a Priority Risk in fiscal 2023)

O Collaboration and co-creation with suppliers

3 s
OV NG

Promote activities to ensure that all suppliers are aware of the Guidelines for
Responsible Business Conduct in Supply Chains and agree to uphold its
contents

»[1) P62 Supply Chain Sustainability
»[s) P.88 Supply Chain Management

Compliance

@ Compliance breaches (illegal acts, fraudulent acts)

@ Reputation risks

@ Poor quality of products and services, defects

@ Risks in obeying the law regarding new technologies and new fields (des-
ignated as a Priority Risk in fiscal 2022)

O Acquisition of trust from society

Ensure all NEC Group members, from officers to employees, conduct
themselves in accordance with the NEC Group Code of Conduct every day

»[1) P.72 Risks and Opportunities

P [s) P.17 Topic: Respecting Human Rights, P.64 Al and Human Rights
P.66 Personal Information Protection and Privacy
P.71 Ensuring Quality and Safety, P.80 Corporate Governance
P.81 Compliance and Risk Management, P.88 Supply Chain Management

Note: The SDGs that are particularly impacted are listed.

m : NEC Integrated Report 2022 @ : NEC Sustainability Report 2022


https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=23
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=23
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=23
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=23
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=23
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=20
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=20
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=23
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=25
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=29
https://jpn.nec.com/ir/pdf/securities/2021/2021184_04.pdf#page=20
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
https://www.nec.com/en/global/csr/pdf/2022_report.pdf
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Directors and Audit & Supervisory Board Members

(As of July 1,2022)

Directors

Hajime Matsukura

Executive Vice President, CHRO (Chief Human
Resources Officer), CLCO (Chief Legal and
Compliance Officer) and Member of the Board

Takashi Niino
Chairman of the Board

Takayuki Morita

President and CEO (Chief Executive Officer)
(Representative Director)

After being engaged in the management of corporate
strategies at the Company’s corporate departments and
in the NEC Group’s operational reforms, Mr. Matsukura
is now in charge of the NEC Group’s culture transforma-
tion, human resources strategies, and legal and compli-
ance strategies as Executive Vice President, CHRO, CLCO
and Member of the Board.

£
€

After being engaged in the management of the financial After being engaged in the management of the NEC
solutions business and the NEC Group’s management Group’s global business, accounting and financial
strategies, Mr. Niino was appointed as President strategies, management strategies and M&As as Senior
(Representative Director) in 2016 and as Vice Chairman Executive Vice President and CFO (Representative

of the Board (Representative Director) in April 2021, Director), Mr. Morita was appointed as President and
where he continues to be engaged in the management CEO (Representative Director) in April 2021.

of NEC. Since June 2022, he has served as Chairman of

the Board (Non-executive Director).

Kuniharu Nakamura
Member of the Board

Chairman of the Board of Directors,
SUMITOMO CORPORATION

Noriko Iki Masatoshi Ito

Member of the Board Member of the Board

President, Japan Institute for Women’s Senior Corporate Advisor, Ajinomoto Co., Inc.
Empowerment & Diversity Management

Ms. Iki has abundant experience and deep insight in the Mr. Ito has extensive experience as the manager of a Mr. Nakamura has extensive experience and deep insight,
fields of administration and diplomacy. manufacturing business and deep insight into market- including in global business as the manager of a general
(Appointed in June 2018) ing and corporate strategy. trading company.

(Appointed in June 2019) (Appointed in June 2019)

Audit & Supervisory Board Members

Nobuo Nakata
Audit & Supervisory Board Member
Attorney at Law

Shinobu Obata
Audit & Supervisory Board Member (full-time)

Nobuhiro Odake
Audit & Supervisory Board Member (full-time)

Mr. Obata has extensive experience and a proven record Mr. Nakata has extensive experience and deep insight
of performance, having been engaged in legal and as an attorney at law in the field of corporate law,
compliance activities at the Company, and in legal and including M&As.

compliance strategies across the NEC Group as Senior (Appointed in June 2019)

Vice President and CLCO.

After many years of handling NEC’s supply chain strat-
egy, Mr. Odake, as a Member of the Board of a Group
company, has been supervising its business units, and
he has a wealth of experience and an extensive track
record related to the Group’s business.

al
Motoo Nishihara

Executive Vice President,
CTO (Chief Technology Officer) and
Member of the Board

Osamu Fujikawa

Executive Vice President,
CFO (Chief Financial Officer) and
Member of the Board (Representative Director)

After being in charge of R&D as a corporate officer,

Mr. Nishihara is now responsible for the NEC Group’s
R&D, business development, and technology strategies
in his role as Executive Vice President and CTO.

Christina Ahmadjian

Member of the Board

Specially Appointed Professor, College of Business
Department of Global Business, Rikkyo University

After being engaged in the financial solutions business
and new business strategies, Mr. Fujikawa was in charge
of new business development strategies as Senior Vice
President. Currently, Mr. Fujikawa is in charge of the
NEC Group’s accounting, financial strategy, manage-
ment strategy, and M&As as Executive Vice President
and CFO.

Masashi Oka

Member of the Board

President & CEO, Representative Director,
Sony Financial Group Inc. and

President, Representative Director,

Sony Financial Ventures Inc. (to present)

Ms. Ahmadjian has extensive experience and deep insight
relating to global corporate strategies, corporate
governance, and diversity.

(Appointed in June 2021)

Masami Nitta

Audit & Supervisory Board Member
Certified Public Accountant

Mr. Oka has directorial experience at banks and in the
manufacturing industry and is currently in a management
position in the finance industry, where he has extensive
experience and deep insight.

(Appointed in June 2022)

Kyoko Okada
Audit & Supervisory Board Member

Mr. Nitta has experience in corporate management and
professional insight as a Certified Public Accountant.

(Appointed in June 2020)

Ms. Okada has extensive experience and deep insight as
an auditor and director at numerous companies.

(Appointed in June 2022)
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NEC Corporation has notified the Tokyo Stock Exchange,
on which the Company lists its shares, of Ms. Noriko Iki,
Mr. Masatoshi Ito, Mr. Kuniharu Nakamura, Ms. Christina
Ahmadjian, Mr. Masashi Oka, Mr. Nobuo Nakata,

Mr. Masami Nitta, and Ms. Kyoko Okada as Independent
Directors/Audit & Supervisory Board Members
(KANSAYAKU).

For more details on the Directors and Audit & Supervisory
Board Members (KANSAYAKU) of NEC Corporation, please
visit the following URLs:

Directors
https://www.nec.com/en/global/about/executives/
directors.html

Audit & Supervisory Board Members (KANSAYAKU)
https://www.nec.com/en/global/about/executives/
auditors.html


https://www.nec.com/en/global/about/executives/directors.html
https://www.nec.com/en/global/about/executives/directors.html
https://www.nec.com/en/global/about/executives/auditors.html
https://www.nec.com/en/global/about/executives/auditors.html
https://www.nec.com/en/global/about/executives/directors.html
https://www.nec.com/en/global/about/executives/auditors.html
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Cross-company Corporate Strategy Promotion Framework

(As of July 1,2022)

NEC Corporation has introduced a
chief officer system and is working to
solve challenges from a Companywide
perspective. Since 2019, the term of
office for corporate officers has been
set at one year and we have been
reforming our management system,
seeking to establish mission clarity

and greater responsibility for results. Kazuhiro Sakai Chikara Ishii

By having corporate officers work with
a sense of urgency to complete their

respective missions, we aim to

increase NEC’s execution capability.

Norihiko Ishiguro
Senior Executive Vice President

Atsuo Kawamura

Executive Vice President
President of Network Services Business Unit

Noritaka Taguma

Executive Vice President and
Chief Product Officer (CPO)
President, NEC Platforms, Ltd.

Kunikazu Amemiya

Executive Vice President
President of Public Solutions Business Unit

Akihiko Kumagai

Senior Executive Vice President
President of Global Business Unit

Chikara Nakamata

Executive Vice President
Chief of Domestic Sales

Fumiaki Matsubara

Executive Vice President
President of Enterprise Business Unit

Yutaka Ukegawa

Senior Vice President
President of Cross-Industry Unit

Senior Executive Vice President,
CDO (Chief Digital Officer)
Chief of ICT Business Transformation

Masakazu Yamashina

Executive Vice President
President of Public Infrastructure Business Unit

Osamu Fujikawa

Executive Vice President and
CFO (Chief Financial Officer)

Shigeki Shimizu
Senior Vice President and
CSCO (Chief Supply Chain Officer)

Executive Vice President
President of Digital Services and Engineering Unit
Chairman of the Board, ABeam Consulting Ltd.

Hiroshi Kodama

Executive Vice President,
CIO (Chief Information Officer),
and CISO (Chief Information Security Officer)

Toshifumi Yoshizaki

Executive Vice President
President of Digital Business Platform Unit

Hajime Matsukura

Executive Vice President, Chief Human Resources
Officer (CHRO), and Chief Legal and Compliance
Officer (CLCO)

Motoo Nishihara

Executive Vice President,
CTO (Chief Technology Officer)
President of Global Innovation Unit

Kazunori Sudo

Executive Vice President
President of System Platform Business Unit
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A G l Note: NEC revised its operating segments in the first quarter of fiscal 2023. Figures for
t a a n Ce revenue, adjusted operating profit, and composition of revenue for the fiscal year

ended March 31, 2022 are restated to conform with the new segments, which
NEC Corporation and Consolidated Subsidiaries have not been audited by the accounting auditors.

Revenue, adjusted operating profit, adjusted net profit, free cash flows, and composition of revenue are financial results for the fiscal year ended March 31, 2022 (IFRS).

Revenue Adjusted operating profit Composition of Revenue Revenue by Region
3 0 1 4 Y 1 billion yen 1 i 1 Y 0 billion yen ’\ @ Public Solutions Business ........... 15% ‘ @ Japan ... 75.0%
, @ Public Infrastructure Business ... 20% ® North America and
® Enterprise BUSINESS ......vvuverevanenes 19% . Latin America
Adjusted net profit Free cash flows ® Network Services Business ......... 17% E;(rjo;)fer;;:e Middle East,

Global BUSINESS ...

@ China, East Asia, and
@ OthErS o 13% ASia PCHIC o 11.2%

1 6 7 o 2 billion yen 84 o 1 billion yen

. . . Public Infrastructure : : Network Services
Public Solutions Business Business Enterprise Business Business
Revenue Revenue Revenue Revenue Revenue Revenue
442.6 billion yen 608.4 billion yen 574.7billion yen 511.5 billion yen 391.2 billion yen
Adjusted operating profit Adjusted operating profit Adjusted operating profit Adjusted operating profit Adjusted operating profit Adjusted operating profit

35.9 billion yen 59.2 billion yen 57.5 billion yen 35.5 billion yen 13.3 billion yen

) Major Products and Services ) Major Products and Services ) Major Products and Services ) Major Products and Services Major Products and Services ) Major Products and Services
« Systems Integration + Systems Integration + Systems Integration « Network Infrastructure: « Digital Government, Digital Finance + Business Consulting
(Systems Implementation, Consulting) (Systems Implementation, Consulting) (Systems Implementation, Consulting) Corg Network, quile Phone Base Stations, « Software Services for Service Providers + Development, Manufacture, and Sales of
« Maintenance and Support « Maintenance and Support « Maintenance and Support Sptlcal T;ansrr;lssmn Systems, (0SS/BSS) System Equipment
outers/Switches
« Outsourcing/Cloud Services » Outsourcing/Cloud Services « Outsourcing/Cloud Services / ] « Network Infrastructure:
; ; ) « Systems Integration: Submarine Systems
« System Equipment + System Equipment + System Equipment - ) Yy
(Systems Implementation, Consulting) (Submarine Cable Systems
« Services & Management: Ocean Observation Systems),
. . . . . . . . . 0SS*1/BSS,*2 Servi luti Wireless Backhaul

) Major Customers and Main Solutions ) Major Customers and Main Solutions ) Major Customers and Main Solutions /BSS, Services/Solutions retess Backhau
Public: Government: Manufacturing: *10SS: Operation Support System
Firefighting Command, Firefighting Emergency Social Security and Tax, Global SCM, Product Life Cycle Management, "2 BSS: Business Support System
Radio Systems, Disaster Prevention, Traffic Control, Fingerprint Identification, Air Traffic Control, Production Management, Sales Management
Railroad Communication, Local Government, Satellite Communications/Earth Observation, Retail and Services:
Energy Management Systems Outdoor Communication, Retail Systems for Stores and Head Offices,
Healthcare: School/Education, Postal Tracking Logistics Management
Electronic Medical Records, Finance:
Regional Healthcare Information Network Banking, Business Branch Systems,
Media: Insurance and Securities Infrastructure,
TV Program Production/News Production/ Insurance and Securities Channel
Transmission, Digital TV Transmitters
Regional Industries:
Backbone Service
) Major Consolidated Subsidiaries ) Major Consolidated Subsidiaries ) Major Consolidated Subsidiaries ) Major Consolidated Subsidiaries Major Consolidated Subsidiaries ) Major Consolidated Subsidiaries
NEC Nexsolutions, Ltd. NEC Network and Sensor Systems, Ltd. NEC Facilities, Ltd. NEC Networks & System Integration OCC Corporation ABeam Consulting Ltd.

NEC Space Technologies, Ltd. Corporation Netcracker Technology Corporation NEC Platforms, Ltd.

Japan Aviation Electronics Industry, NEC Software Solutions UK Limited NEC Fielding, Ltd.

Limited KMD Holding A/S

Avaloq Group AG
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JGAAP IFRS (Billions of yen)
FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022

Revenue ¥3,036.8 ¥3,071.6 ¥3,043.1 ¥2,935.5 ¥2.,824.8 ¥2,665.0 ¥2.844.4 ¥2913.4 ¥3,095.2 ¥2.,994.0 ¥3,014.1

International revenue 481.5 483.1 569.2 586.8 603.1 571.0 740.2 689.1 752.0 703.2 754.5

International revenue ratio (%) 15.9 15.7 18.7 20.0 21.4 21.4 26.0 23.7 24.3 23.5 25.0

Operating profit 73.7 114.6 106.2 128.1 91.4 41.8 63.9 57.8 127.6 153.8 132.5
Adjusted operating profit — — — — — — 72.5 69.9 145.8 178.2 171.0
Adjusted operating profit ratio (%) — — — — — — 2.5 2.4 4.7 6.0 5.7

Net profit (loss) attributable to owners of the parent (110.3) 30.4 33.7 57.3 75.9 27.3 45.9 39.7 100.0 149.6 141.3
Adjusted net profit — — — — — — 50.4 47.0 111.2 165.4 167.2

Cash flows from operating activities 83.9 143.7 94.1 87.9 97.8 92.5 130.0 64.2 261.9 274.9 147.5

Cash flows from investing activities (49.7) (101.7) (38.9) (47.5) (32.2) 6.4 (14.2) (76.7) (84.0) (122.5) (63.4)

Free cash flows 34.2 42.0 55.2 40.4 65.6 99.0 115.8 (12.4) 177.8 152.4 84.1

R&D expenses 162.0 151.7 142.7 134.2 123.6 109.3 108.1 108.1 109.8 114.6 126.3
Number of patents Approx. 64,000 Approx. 65,000 Approx. 68,000 Approx. 65,000 Approx. 53,000 Approx. 53,000 Approx. 51,000 Approx. 49,000 Approx. 47,000 Approx. 46,000 Approx. 45,000

Capital expenditures (property, plant and equipment) 42.0 45.6 98.7 37.4 36.3 31.5 45.4 62.7 67.4 57.6 59.3

Depreciation (property, plant and equipment) 53.3 51.2 45.2 48.5 50.5 49.9 63.8 64.4 123.4 122.8 124.6

Per share data (in yen):

Net profit (loss) attributable to owners of the parent™! (42.44) 11.71 12.99 22.05 29.22 10.51 176.54*2 152.75*2 385.02*2 557.18*2 518.54*2
Cash dividends 0.00 4.00 4.00 4.00 6.00 6.00 60*2 40*2 70*2 90*2 100*2
Dividend payout ratio — 34.2 30.8 18.1 20.5 57.1 34.0 25.8 18.2 16.2 19.3

Total assets 2,557.6 2,581.0 2,505.3 2,620.7 2,528.9 2,684.0 2,821.4 2,963.2 3,123.3 3,668.6 3,761.7

Owners’ equity™? 657.0 710.7 695.9 823.7 769.8 854.3 880.8 858.9 910.7 1,308.2 1,513.5

Return on equity (%) (15.6) 4.5 4.8 7.5 9.5 3.4 53 4.6 11.3 13.5 10.0

Owners’ equity ratio (%) 25.7 27.5 27.8 31.4 30.4 31.8 31.2 29.0 29.2 35.7 40.2

Interest-bearing debt 6,927 6,035 5,752 5,208 4,795 4,669 5,207 5,525 6,754 7,029 5,974

Debt-equity ratio (times)** 1.05 0.85 0.83 0.63 0.62 0.55 0.59 0.64 0.74 0.54 0.39

Number of employees 109,102 102,375 100,914 98,882 98,726 107,729 109,390 110,595 112,638 114,714 117,418
Ratio of female to all managers (%) - - - — — — — 7.8 7.8 9.2 9.6
Ratio of female to all managers (non-consolidated, %)*s 49 49 51 52 5.4 5.5 5.8 5.9 6.4 7.2 8.1

Employee engagement index (%) — — — — — — — 14 20 25 35

Improvement in energy efficiency of products (%) (Reduction of total

COFz)emissions when S?/oducts arZ usgd (comp(are)d( with FY2014) B B B B B 17 35 4 n 65 61

Greenhouse gas emissions (Scope 1 + Scope 2) (thousand tons) — — — — — 350 338 329 373 327 324

Greenhouse gas emissions (Scope 3*¢) (thousand tons) — — — — — 7,410 7,606 7,585 6,996 6,158 6,535

*1 Net profit (loss) attributable to owners of the parent per share is calculated based on the weighted-average number of shares outstanding during each period. ) ) ) - )

*2 The amounts reflect a share consolidation (with a ratio of 10 shares to 1 share) that took effect on October 1, 2017. Note: For more detailed non-financial data, please visit the following URL:

*3 Owners’ equity = Equity attributable to owners of the parent https://www.nec.com/en/global/csr/data/index.html

*4 The debt-equity ratio is calculated by dividing interest-bearing debt by owners’ equity.

*5 As of April 1, the day following each fiscal year-end

*6 Scope 3 emissions from fiscal 2018 to fiscal 2020 have been adjusted to reflect a revision of the coefficient for Scope 3 Category 1 emissions. For this reason, the total differs from the
sum of each scope.

Revenue Adjusted Operating Profit / Adjusted Operating Profit Ratio Employee Engagement Index Ratio of Female to All Managers (Non-consolidated)

Billions of yen Billions of yen % % %

3500 77777777 28444 2,913.4 777"7%,095.2 2,994.0 3,014.1 200 178.2 1710 10 40 35 10 o1

3,000 /) 72
5500 30 25 5.9 6.4
20
2,000
20 1(;1/' 5

1,500
1,000 0

500

0 2018 2019 2020 2021 2022 0 2018 2019 2020 2021 2022 0 0 2019 2020 2021 2022 0 2019 2020 2021 2022
(FY) (FY) (FY) (v

M Adjusted operating profit == Adjusted operating profit ratio (right scale) As of April 1 of each year


https://www.nec.com/en/global/csr/data/index.html
https://www.nec.com/en/global/csr/data/index.html
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Company Name NEC Corporation Organization Chart L
Sustainability Evaluation by External Parties (s of August 2022)

Address 7-1, Shiba 5-chome, Minato-ku, 3 https:// n m/en/global/cst/
Tokyo 108-8001, Japan President Board ps://www.nec.com/en/global/cs Dow Jones Sustainability FTSE4Good Index Series MSCI ESG Leaders Indexes
Indices (DJSI)

. The above link offers further details of NEC’s
Established July 17,1899 approach to management for sustainability N e
. based on ESG, Sustainability Report 2022, and Dow J et
Number of Employees 117,418 Cross-Industry Unit related information. sﬁ;a?nnaet;lity Indices
i i THE INCLUSION OF NEC Corporation IN ANY MSCI
(As of March 31, 2022) ilj EZ gic;rr;i)ecgatlon and consolidated Department in Charge: Powerad b the 58P Global 054 FTSE4Good OB AND THE USE OF Het1 LoGo5. TRADEARKS,
. . H HH H SERVICE MARKS OR INDEX NAMES HEREIN, DO NOT
Global Business Unit SUStamablhty Promotion Department CONSTITUTE A SPONSORSHIP, ENDORSEMENT OR
Total Number of 272,849,863 shares PROMOTION OF NEC Corporation B MSCI OR ANYOF
THE MSCI INDEXES ARE THE EXCLUSIVE PROPERTY OF
Shares Issued H MSCI. MSCI AND THE MSCI INDEX NAMES AND LOGOS
(AS Of March 31 2022) Reglonal Headquarters (RHQ) ARE TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS
’ AFFILIATES.
Stock Exchange Listing  Tokyo (Securities Code: 6701) public Solutions Busi Unit
uplic Sotutions business uni
Shargholder Register sumitomo Mitsui TrUSF Bank, Limited Euronext Vigeo World 120 STOXX Global ESG Leaders Index ISS ESG Corporate Rating
Administrator 1-4-1, Marunouchi, Chiyoda-ku, Tokyo ] c
Branch OffICGS ' ELUROMNEXT o Mimmiber 20015 I
- ESG Leaders
ViRt by STOXX Indices
oo WORLD ¥
. . . Public Infrastructure Business Unit
Classification of Shareholders (Shareholding Ratio)
(As of March 31, 2022) . . .
Enterpnse Business Unit CDP (Climate Change, Water Security, EcoVadis
and Supplier Engagement) .
s
O Japanese Government Network Services Business Unit ecovodis
and Local Governments .... 0.00% ”ﬁ,/
; i ituti 0 . . .
@ Financial Institutions ...... 31.14% Digital Business Platform Unit
Number of Securities Companies
Shareholders: B8 T
Other Corporations ............ 6.95% . .
155,118 ¢ P ’ System Platform Business Unit )
@ Foreign Investors ............ 38.40% Investor Relations Daiwa Investor Relations Gomez IR Site Ranking Nikko Investor Relations
P . . Internet IR Gold Award 2021 2021 Overall Ranking of
® Japanese Individuals Global | ti Unit https.//www.nec.com/en/global/nr Grand Prize 2021 Corporate Websites for Listed
and Others .........oeeeee 19.79% obal Innovation Uni . ) f ¢ i
Posted on the NEC Investor Relations (IR) website apanese Lompanies
are IR presentation materials and other documents, intermet IR, ARA
Corporate Staff NEC’s financial position and business results, { Grand Prize }
P stock and bond information, and much more. NEC ;}mlﬁgﬂw;
constantly strives to enhance its disclosure on e
this website.
Major Shareholders (T°p 10) Department in Charge: Investor Relations Office,
(As of March 31, 2022) Stakeholder Relations Department
Number of Shareholding
Shares Held Ratio
Name of Shareholders (Thousands of shares) %) Cautionary Statement with Respect to Forward-looking Statements
This material contains forward-looking statements regarding estimations, forecasts, targets and plans in relation to the results of operations, financial conditions, and other overall management
The Master Trust Bank of Japan, Ltd. (Trust Account) 44 841 16.44 of the NEC Group (the “forward-looking statements”). The forward-looking statements are made based on information currently available to the Company and certain assumptions considered
reasonable as of the date of this material. These determinations and assumptions are inherently subjective and uncertain. These forward-looking statements are not guarantees of future
Custody Bank of Japan, Ltd. (Trust /-\CCOUﬂt) 17,894 6.56 performance, and actual operating results may differ substantially due to a number of factors. The factors that may influence the operating results include, but are not limited to, the following:
« adverse economic conditions in Japan or internationally; « potential failure to procure components, equipment or other supplies;
NIPPON TELEGRAPH AND TELEPHONE CORPORATION 13,023 477 - foreign currency exchange and interest rate risks; - difficulties protecting the NEC Group’s intellectual property rights;
. c:anges in thebmarkketfs ihn vvhichI the NEC Group operates; . p;])tential inability to obtain certain inte\lect;ial prop{edrt%/flicTnses;
. . « the recent outbreak of the novel coronavirus; « the NEC Group’s customers may encounter financial difficulties;
Sumitomo Life Insurance Company 5,600 2.05 « potential inability to achieve the goals in the NEC Group’s medium-term management plan; - difficulty attracting, hiring and retaining skilled personnel;
« fluctuations in the NEC Group’s revenue and profitability from period to period; « difficulty obtaining additional financing to meet the NEC Group’s funding needs;
STATE STREET BANK WEST CLIENT — TREATY 505234 4,979 1.82 « difficulty achieving the benefits expected from acquisitions, business combinations and « potential failure of internal controls;
reorganizations and business withdrawals; « potentially costly and time-consuming legal proceedings;
NEC Em ployee Shareholding Association 4,092 1.50 « potential deterioration in the NEC Group’s relationships with strategic partners or problems  « risks related to regulatory change and uncertainty;
relating to their products or services; « risks related to environmental laws and regulations;
STATE STREET BANK WEST CLIENT = TREATY 505001 3,794 1.39 . difﬁcul_ty a_chhe_v_ing the NEC Group’s grO\_/vth strategies outside Japan; _ o mform_ation security and d_ata protection concerns and restrictions; o
« potential inability to keep pace with rapid technological advancements in the NEC Group’s  « potential changes in effective tax rates or deferred tax assets, or adverse tax examinations;
industry and to commercialize new technologies; « risks related to corporate governance and social responsibility requirements;
Custody Bank of Japan, Ltd. (Trust Account No. 4) 3,625 133 « intense competition in the markets in which the NEC Group operates; « risks related to natural disasters, public health issues, armed hostilities and terrorism;
OVERNMENT OF NORWAY 3567 131 « risks relating to the NEC Group’s concentrated customer base; « risks related to the NEC Group’s pension assets and defined benefit obligations; and
G s . « difficulties with respect to new businesses; « risks related to impairment losses with regard to goodwill.
« potential failures in the products and services the NEC Group provides;
JP MORGAN CHASE BANK 385781 3,411 1.25

The forward-looking statements contained in this material are based on information that NEC possesses as of the date hereof. New risks and uncertainties come up from time to time, and
itis impossible for NEC to predict these events or how they may affect the NEC Group. NEC does not intend to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.

Note: In this integrated report, the accounting periods of the fiscal years ended March 31, 2021 and March 31, 2022 are referred to as fiscal 2021 and fiscal 2022, respectively. Any other fiscal years men-
tioned are referred to similarly.

Note: The shareholding ratio is calculated by excluding the number of shares of treasury stock (16,428 shares).

Trademarks
+ NEC is a registered trademark of NEC Corporation in Japan and other countries.
« All other names may be trademarks of their respective owners.
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