Value Creation Story

Social Challenges Surrounding Japan'’s Infrastructure

Changes in the demographic structure due to the declining birthrate and aging population have given rise to a
lack of financial resources, labor shortages and accompanying social issues. This has in turn led to the aggravation of
social issues such as the decline and deterioration of various infrastructural functions that support local livelihoods.

It is also urgent to respond to the increase in extreme weather events due to climate change and ensure the
stability of energy supplies in our daily lives. Pursuing decarbonization efforts and expanding renewable energy use
are essential to resolving these issues.

We at the INFRONEER Group are seeking to solve social issues surrounding such infrastructure through our
business activities.

4 Current Status of Japan’s Infrastructure

Insufficient financial resources

Japan’s infrastructure stock Construction investment ratio in gross
in FY2020 domestic expenditures

Approx. ¥800 trillion in FY1980-2023
FY2023: 12.3%

NN - 7 . 6% FY1980: 19.9%

Maintenance and repair work ratio in
construction investments

in FY2001-2021

. 0
+9 . 6% FY2001: 21.0%

FY2022: 30.6%

Maintenance and renewal expenses
incurred through breakdown
maintenance

—
in FY2048 oop
Approx. ¥1 2 . 3 trillion é&%‘

FY2018: Approx. ¥5.2 trillion

lllll%‘

[Source] “Social Capital Stock Estimation Data” by Cabinet Office; “Digital Construction Hand Book” by Japan Federation of Construction Contractors; “Estimated
Future Maintenance and Repair Costs of Social Capital under the Jurisdiction of the Ministry of Land, Infrastructure, Transport and Tourism” by Ministry of Land,
Infrastructure, Transport and Tourism

Aging infrastructure

Percentage of road bridges that are Percentage of port quay walls that are
50 years old or older 50 years old or older
by 2040 by 2040

Approx. 75% Approx. 66%

Percentage of tunnels that are
50 years old or older
by 2040

Approx. 53%

[Source] "White Paper on Land, Infrastructure, Transport and Tourism in Japan, 2022" by Ministry of Land, Infrastructure, Transport and Tourism

Percentage of sewer pipes that are

50 years old or older ::]

by 2040 )\\
Approx. 3 5% p—
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Declining birthrate and aging population and regional challenges

Number of cities that is feared to
disappear

A
by FY2040 896 municipalities [ |5
o

[Source] "Related data of the Third National Land Formation Plan (nationwide plan)” by Ministry of Land, Infrastructure, Transport and Tourism; “Future National
Land Transport Strategies Geared to ‘The Age of Disappearing Regions, a theme of the 'Study Session for Policy Issues™ held by Policy Research Institute for
Land, Infrastructure, Transport and Tourism

Total population decline from peak period

i:pzp(i'i?(. 2 3 . 3 9 million people @

Peak (2008): 128.08 million people
2050: 104.69 million people

Energy
Ratio of renewable energy to O- ) . Energy self-sufficiency among the 38
electricity generated =D 5 . countries of the OECD member countries

Zn R
2 0 3 M P 2 (37th out of 38 countries)
in FY2021 a D% o in FY2021 &=nd Worst  Self-sufficiency rate: 13.3%

[Source] Japan's Energy 2023 Edition “10 Questions for Understanding the Current Energy Situation” by Agency for Natural Resources and Energy of Ministry of
Economy, Trade and Industry

Abnormal weather

Average temperature rise T11:: Frequency of heavy @
between 1850-1900 and 2011-2020 (A D  rainfall per year Y
. in2014-2023 compared to 1976-1985 60000
+ 1 " 1°C N, ' Number of instances per year of 150 mm 1 8
¢ ormore in precipitation in a 3-hour span Approx. = = & times

[Source] “Sixth Assessment Report (AR6) Summary for Policymakers” by Japan Meteorological Agency; “Emissions Gap Report 2022" by United Nations
Environment Programme; “Changes to Date in Extreme Meteorological Phenomena Such as Heavy Rainfall and Intense Heatwaves” by Japan Meteorological Agency

Safe towns and easy living

Municipalities that require measures for . Vacant home rate "
people who have trouble going shopping @ @

n202313.8
in 2023 971 municipalities In 2023  O%

9 million vacant homes
89.7% of the 1,083 municipalities that responded to the survey by Ministry of
Agriculture, Forestry and Fisheries

[Source] “2023 Results of the National Municipal Questionnaire on ‘Food Access Problems™ by Ministry of Agriculture, Forestry and Fisheries; “2023 Housing
and Land Survey” by Statistics Bureau of Japan

Shortage of workers

Reduced number of engineers from the peak period | Aging rate of construction workers

. (aged 55 and over)
in 2023 1 u 57 million people
Peak (1997): 4.64 million people | in 2023 3 6 " 6%

2023: 3.07 million people
[Source] “Digital Construction Hand Book” by Japan Federation of Construction Contractors

Diversity

Ratio of female workers in construction Ratio of females in managerial position in the
compared to all industries construction industry

O@G |
in 2023 Approx. 1/3 ﬁ%ﬁﬂ/\@] in 2023 6-2%

All industries: 45.2% All industries: 9.8%
Construction: 18.2% (of that, skilled workers are 2.7%)

[Source] "Digital Construction Hand Book” by Japan Federation of Construction Contractors; Survey of corporate attitudes towards promotion of women (2023)
by Teikoku Databank
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Value Creation Process

Social
Challenges
Surrounding
Japan's
Infrastructure
P.15-16

Insufficient
financial
resources

Aging
infrastructure

Declining

birthrate
and aging
population
and regional
challenges

Abnormal
weather

Safe towns and
easy living

Shortage of
workers

Diversity
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Mission

Our mission

We challenge the status quo of existing infrastructure businesses

Vision

and deliver the most suitable services globally with innovative ideas.

Our vision for the

Six Business Foundations to
Support Growth
P.27-28

Human capital

Human resources who can create
value with passion

Number of employees: 8,037

(Group consolidated)

Financial capital

Offensive and defensive financial
management

Equity ratio: 28.4%

Business know-how
(Intellectual capital)

Know-how cultivated over
100 years of history

Domestic and international bases
(Manufacturing capital)

INFRONEER bases and regional
network that realize
comprehensive responses
Number of domestic and international bases:

316 (Total for business companies)

Long-term partnerships
(Social and relationship capital)
Cooperating companies, alliances,
customers
Number of companies in cooperating company

associations: 735 (Group total)

Natural capital

Treating the Earth as a valuable
stakeholder
Dividends for the Earth:

2% of consolidated profit

Materiality P.21
Solving social issues through our Creating a safe, secure and more
infrastructure services business comfortable society

o Comprehensive
advantage x
P.26 Area expansion
P.24
Know-how,
Holdings structure CSV thinking
I Business model to challenge
Utilizing regional
networks of business the status quo

companies to create

synergy throughout

“Construction” Cha"enge
x the status quo

the Group

"De-construction”
P.23

Collaboration with and
support for business
partners

Reinvestments, secondary

Business portfolio .
P market creation

management

>

Materiality P.22 Vision 2030 (Medium- to Long-term

Building a society that is conscious

Strengthening business foundation of protecting our environment

Sources of value creation

future
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Overall KPIs P.19 Value
y ' INF value added amount ThewEle s
Building a society that is - i
proactively conscious of the Strengthening value chain ¥174'2 billion (FYZ,OB result) e
environment (Plan: ¥154.9 billion)

Economic values Social values
Civil (FY2030 targets) (FY2030 targets)
Engineering P.79-80 P. 81-82
Business
P. 47

Greenhouse gases

- Net sales Scope 1and 2
Building
Construction ¥12 trillion 40% reduction
Accelerating IT/DX strategy Business or more (Net zeg)( ;(grg(s);ions by

P.59-60 P.49
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Infrastructure Business profit Renewarnél])tlﬁjenergy
Partnership, financing Management
T Business ¥100 bition or Scope 2
capabilities
P.51 more RE60

Greenhouse gases
ROE Scope 3

12% or more 40%

reduction

Road Civil
Engineering
Business
P.53

Recycling

of capital Promotion of human

resources strategy

Machiner
P. 25 P.75-76 Businessy Dividend Number of
P.55 payout ratio major accidents
30% or more 0

19nJ3seljul Aq paJaniap aq ued Jeym pue

Related
Businesses

P.57 Female
Net income employment rate
Increase from
¥70 biltion :
Business Plan) P.35-36 of more previous

fiscal year

saljlunwwo)d [edo| pue A3a120s Ino 10) AYjiqeurejsns pue ‘Ayndas ‘1ajes
*S9JIAI9S 91N

Value-creating human . Returns to
resources and mutual respect Strengthering governance remuneration Outside
according to director ratio
performance Maiori t
¥30 bilion ajority
. : or more
Developing strong and effective governance I

Common Group guidepost

(action guidelines)

INFRONEER?

(INFRONEER Caret) p.4
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Efforts to Achieve Overall KPIs

The INFRONEER Group is working to maximize added value, which it defines in the INFRONEER Vision 2030
(Medium- to Long-term Business Plan). In comparison with Discounted Cash Flow (DCF) and other valuation meth-
ods used to determine corporate value in the market, INFRONEER's method views corporate value as comprising
not only the market capitalization value but also the value distributed to our business base and all stakeholders.
To become an integrated infrastructure service company, we believe it is essential to build a framework that en-
courages all our stakeholders, including society at large, the Company, and our employees and shareholders, to
move toward a common goal. Such a framework must also enable various corporate activities related to social
contribution, financial performance, employee remuneration, shareholder return, and others to link together and
make progress together, rather than leaving each to advance independently. In line with this theory, we quantify
and define certain portions of corporate value as “INF value added amount” and “INF value added productivity,”
which are positioned as overall KPIs and included in the list of management indicators. In FY2023, the actual
amount was ¥174.2 billion compared with the planned amount of ¥154.9 billion.

In addition, we are striving to increase corporate value from a medium- to long-term perspective by introducing
the overall KPI “INF value added amount” as an evaluation indicator for executive compensation.

Overall KPIs

Value added considered by INFRONEER: INF value added amount
= X ( Total labor expenses + R&D expenses + Operating profit + Depreciation expenses )

Initiatives to improve expectations for future value creation Initiatives to improve value accumulation for the future

“INF value added productivity” = INF value added amount / Total number of employees

Initiatives to increase the speed and acceleration of value creation

4 Distribution of Added Value for Sustained Growth

—> Investments in human resources (compensation, education,etc) —  Our policy is to distribute added value in a balanced
o E manner among employee returns, growth invest-
Z o[> Growthinvestments (DX, R&D, M&A, etc) — ment, shareholder return, and preparation for the
= g =) L p ¢ investments (optimal utiization of assets. eb N future (internal reserves, etc.).
& Sz LD T 201 (L ) ol i) In order to maximize the amount available for
oy i distribution for th tegories, including f
s |, Business partners | istribution for these categories, including for
= (strengthening relationships with cooperating companies, etc.) growth investment and shareholder return, it is
@ essential to first maximize added value, the source
> Shareholders and markets (shareholder return) — of the distributed funds.
> Reserves for the future (internal reserves) — We work on the.ma-mmlzatlon of added valge
and portfolio optimization and enhancement, with
T Maximized added value cycle an eye to improving ROIC, reducing capital costs,

and expanding the market capitalization value.

4 Overall KPIs—INF Value Added Amount

(¥ billion)

200 174.2 184.3
1 1

150 145.1 1402 1512
: :

100 88.5 88.6 i E
: !

1 1

50 : :

1 1

1 1

P

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 (plan)

~ INFRONEER Holdings Inc.

Materiality and KPlIs

The Group has identified the following six materiality issues to quickly promote and implement initiatives to
solve social issues as well as to improve corporate value and contribute to society as a whole permanently by
pursuing and offering added value on an ongoing basis.

Creating a safe, secure, and more comfortable society Building a society that is proactively conscious of the environment
Strengthening value chain Building a society that is conscious of protecting our environment
Value-creating human capital and mutual respect Strengthening governance

4 |dentifying Issues for Our Materiality Assessment

To add to discussions undertaken by management and by the Board of Directors after transitioning to a holding company structure
comprising business companies, committee members, who work in a variety of fields at the business companies, discussed solutions
to social issues and identified specific material issues that should be addressed over a period of roughly six months.

To give our stakeholders a broader understanding of the challenges surrounding infrastructure and the Group’s activities, the ma-
terial issues have been summarized in the form of simple and easy-to-understand expressions. We have also been careful to clarify
the links between our business plan, each business segment, and the priority issues. In view of changes in the environment and the
views and expectations of our stakeholders, we will discuss and review the issues that are material to our business through discus-
sion at the Sustainability Committee. With JWD joining the Group in January 2024, we are currently revising some of the materiality
and KPI. The tables on the following pages are based on the materiality and KPlIs as of April 2023.

Extracting materiality issues

Step 1 Step 2 Step 3 Step 4 Step 5 Step 6
Integrating critical
sustainability themes for the
Value chain analysis Requests and obligations Extracting critical themes Ml T s Identifying
ding t t project inabili - g
Stakeholder analysis accoraing o current projec for sustainability by Weighting based on assessment materiality issues
Requests and obligations business company of social and environmental
Mega-trend analysis for the future based on (e U SSAIE T Value creation

business ol : assessment L
Management/ WSS (I : Specific action

business analysis Other requests from society Grouping of themes and , PKZISZZ
: concepts - els

Identifying risks and
opportunities

Risk analysis

v

Extracting critical themes DU Identifying risks and opportunities

For the 29 critical themes, we examined the risks
and opportunities for the entire Group and each
business company and evaluated their importance.
We examined these as part of our long-term man-
agement policy and identified the corresponding
management issues.

The management issues identified were studied
and debated by the Group’s management team
and directors, including outside directors, and is-
sues of particular importance were designated as
such by the Board of Directors.

P For details on risk management, see page 68. For details on

“Step 3: Extracting critical themes” and “Step 4: Identifying

risks and opportunities,” visit our website at:
https://www.infroneer.com/jp/sustainability/materiality.html

To identify material issues, we have extracted, compiled, and
evaluated critical themes related to the entire Group.

Critical themes (from among the 29 themes extracted)

& Generation of electricity using renewable energy and construction
of power generation facilities

™ Promoting design, construction, and manufacturing of (respectively)
construction methods, equipment, and products with reduced
environmental impact (ZEB, wooden construction, and others)

& Reducing greenhouse gas emissions across the entire value chain
& Conserving biodiversity

& Expanding our infrastructure management business contribution to
solving social issues (through the concession business)

™ Promoting support for sustainability across the entire supply chain (in Japanese)
& Improving understanding of human rights and preventing violations
& Strengthening governance
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4 Materiality & KPIs

sie|lid
Je1S 381y ]

2189

9§ 'd 8seq anuanal mau e Suiysiqels3

Ssauisng sadIAJRS alnjdnujseljul Ino ano.up, Sonssl |e1os 3U!I\|OS

€ °d swaogal Ayaanpolg

21

Materiality

6 s
prry

v

331705 3]qe}I0jWO BJ0W pue ‘31nd3s ‘ajes e Suiear)

JUBLUUOJIAUB By} Jo snopsud pApdeoud si 3ey A3a1os e Suipjing

uteyd anjea Suiuayjduans

2030 Medium- to KPls
Sub-issues Long-term Goals (Targets for FY2030) KPI Values FY2023 Results
(Achievement Vision) *Set in 2022
‘ ) Operating profit ratio between | 50:50 102:-2
* Expanding our |nf_rastructure “construction” and * Operating profit from
management business "de-construction” “de-construction” was
contributing to solving social lower in FY2023 due to the
issues (through the concession strategic postponement of
business) infrastructure sales.
* Ensuring the safety and quality Civil engineering ' .
: e . 80 points or higher out of .
oflconstructlon (buildings, * Enhance portfolio and increase Construction ) 100 points 81.2 points
bridges, tunnels, roads, dams, - performance rating
profitability
and others) o
* Promoting construction ' Ear? high ra(\tlng|§tfromf ; Building construction 80 points or higher out of 87 points
methods and the development, customers (qualty, safety, Customer satisfaction survey | 100 points P
! functionality, comfort, and
sales, and construction of
products that contribute to value-added proposals) Road civil engineering 80 points or hisher out of | Construction: 89,14
improving functionality and Customer satisfaction survey 100pgl(:instsor Igher outo P?;;J;F é%né '

comfort (buildings, bridges,
tunnels, roads, dams, and

others) Machinery
* Promoting disaster prevention Customer satisfaction survey | 4 or higher on a 5-point 39
and mitigation scale
Cumulative total power 1 million MWh/year 546,000 MWh/year
capacity developed (1,000 GWhyyear) (546 GWh fyear)
Design and
70% 63.29%

* Generating electricity using
renewable energy sources and
construction and operation of
power generation facilities

* Promoting design,
construction, and
manufacturing of (respectively)

* Grow businesses involved in
renewable energy

* Strengthen efforts for design

construction ratio
Building construction

(3-year average)

(3-year average)

Amount of carbon fixed by
adopting wooden structures
and buildings

2,000 t-CO/year

496 t-COyfyear

construction methods, and construction facilities that | ZEB adoption rate for non- 40% 29%
products, and equipment that contribute to realizing carbon | residential design and
reduce environmental impacts | neutrality construction projects
(ZEB, wooden construction,
and others)
Rate of local employment 64.6% 56.4%
* Expand local recruitment rate | in SPC employees hired for
of locally based employees ncession proj It
* Improving pUb.“.C benefi forl and intrg-regional oedeyrs (t:); I\TKSSIO pofcscperted
local communities/preferential )
in-region procurement * Improve the supply capacity ) ] o
Construction career 100% Business registration rate:

* Strengthening collaboration
with cooperating companies/
strengthening of supply
capacities and improving
productivity (hiring and
training of workers)

* Promoting design,
construction/development,
and manufacturing of
(respectively) construction
methods, technologies, and
products that save labor and
contribute to efficiency on the
construction site

of cooperating companies
and train workers

* Enhance labor productivity,
efficiency, and optimization
on the construction site

* Appropriate allocation of
management resources
by maximizing operational
efficiency and minimizing
SG&A expenses through
economies of scale

* Accelerate development of
certified technologies and
products that save labor and
contribute to an efficient
construction site

advancement system site
registration rate for FY2023

75%
Registration rate of
technicians: 75%

Registration rate at the
registration site: 100%

Net sales of completed
construction contracts per
person

¥137 million/person
Civil engineering

¥153 million/person
Building construction

¥107 million/person
Civil engineering

¥125 million/person
Building construction

ROIC

In preparation

4.0%

Early formulation of certified
technical standards

In preparation

~ INFRONEER Holdings Inc.

* Reducing use of raw
materials derived from
fossil resources

* Improving the utilization
rate of recycled materials
to achieve zero waste

» Conserving biodiversity

69°d Juswuoiua Jno Surpajoad Jo snosuod sijeyy A3a1os e Suipjing

* Reduce waste at plants
significantly

* Improve the utilization rate of
recycled materials

» Establish a management system
for biodiversity conservation

* Develop preservation technology
for biodiversity

* Continue forestry activities and
development

previous fiscal year

o
=
= 2030 Medium- to KPis
&£ | Materiality Sub-issues Long-term Goals (Targets for FY2030) KPI Values FY2023 Results
a o% (Achievement Vision) * Setin 2022
Reduce greenhouse gases
(Compared to FY2018)
: Reducetﬁreenthouselgas ﬁ”.“ss")”s Scopes 1 and 2 40% reduction by FY2030 | 29% reduction
across the entire value chain Substantially zero
* Introduce non-fossil fuel emissions by FY2050
certiicates to the enfire cor.np.any Scope 2 Utilization rate of RE60 in FY2030 62%
) * Reduce greenhouse gas emissions | renewable energy (electrical power) | REL00 in FY2050
* Reducing greenhouse gas | from plants
emissions across the entire ) | Scope 3 40% reduction by FY2030 | 47% reduction
e chal * Reduce waste in new construction . :
value chain projects Waste discharge Improve compared with | Total amount:

Under compilation

MK: 510,000 t
(160,000 t decrease YoY)

MD: 310,000 t
(20,000 t decrease YoY)

MS: Under compilation

Usage rate of recycled materials

Improve compared with
previous fiscal year

Asphalt: 78%
(2% increase YoY)

Concrete: 32%
(10% increase YoY)

Steel: 58%
(10% increase YoY)

Amount of dividends for the Earth
to contribute to maintaining
biodiversity and ecosystem service

Increase from previous
fiscal year

¥8 million
(¥3 million increase YoY)

* Education for the Group's
human resources strategy
(increasing and improving
training)

3 Mo
b

4

* Improving the working
environment and conditions
of workers/promoting
safety and health

* Promoting diversity in the
workplace and expanding
career opportunities/
improving understanding

uoijepunoy ssauisng SujuayjSuang
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* Give each employee the full
training required

* Improve rate of leave utilization
for family reasons and the like

* Ensure appropriate working hours

* Maintain physical and mental
health of workers

* Create an attractive workplace

* Improve the employment rate of
persons with disabilities, female
employees, and skilled female
employees

* Ensure that all employees respect

Improve employee engagement by
building a corporate culture and
system in which diverse personnel
play an active role

Strengthen our advantages and
create more room for us to grow
(weaknesses) (Feedback and
implementation of measures)

Improve the employment rate of
female employees

Increase from
previous fiscal year

16.0%
(1.3% decrease YoY)

Zero major accidents

Keep frequency rate

Frequency rate: 0.50

governance system

* Observance of compliance
and prevention of unfair
competition and corruption

* Information security
* Customer privacy

* Strengthening of risk
management

69°d @ueusanos SuuayySuans

Committee, and Audit Committee

* Promote initiatives under the
leadership of the Sustainability
Committee

* Build a governance system that
can be trusted by stakeholders

* Reduce the number of serious
legal violations to zero

* Eliminate serious information
security breaches

* Eliminate customer data breaches

* Operate an effective risk
management system

of human rights and human rights and can make Reduce frequency rate below 0.6 up to FY2030 | Strength rate: 0.02
preventing violations appropriate decisions and take (MK)
* Prevention of illegal work/ appppnate actions B Implement human resource
forced labor (support for | ® ConEnue to (ejnsure ]I(egltllnate training to improve individual skills
i working conditions for all foreign
foreign laborers) worker% employed on construc%ion Participation in required training | 100% 94.6%
sites
Strengthen the governance
function by introducing a
* Form a Board of Directors with a | Nominating Committee into the
majority of outside directors company system
' gperat%the é\lominating Outside director ratio Majority 55.5%
* Building an effective ommittee, L.ompensation (5 people/9 people)

Appoint independent outside
directors as chairpersons of the
Board of Directors and of the
Nominating, Compensation, and

Appoint independent
outside directors as
chairpersons of the
Board of Directors and

Audit Committees of the Nominating,
Compensation, and
Audit Committees

Implement PDCA under a Number of

Sustainability Committee led by
the president

Sustainability
Committee meetings
held: 4

MK: MAEDA CORPORATION MD: MAEDA ROAD CONSTRUCTION Co,, Ltd. MS: MAEDA SEISAKUSHO CO, LTD.
* With JWD joining the Group in January 2024, we are currently revising some of the materiality and KPI. The tables above are based on the materiality and KPIs as of April 2023.
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