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Message from the President

NEC will continue to change so that it can
harness the power of technology to bring
peace of mind and innovation to the world.

Preface

“NEC has truly transformed.” I received this comment from a fellow businessper-
son, who felt this way based on their ongoing relationship with us.

It has been more than 10 years since the NEC Group established its Purpose
—to create social value. During that time, we have transformed our corporate
culture, organizational structure, and business portfolio, among other areas. As a
result of management and employees working together to firmly execute strate-
gies, we have steadily built a corporate structure capable of consistently deliver-
ing historically high levels of profit. But we must aim even higher. In a world that
is constantly changing, our path of transformation has no end. I have long told
our employees that the one thing that will never change is our commitment
to change.

Such change must also be substantive, rather than a mere end in itself.
There is no point in making only structural or cosmetic changes. The purpose of
change should permeate throughout the Company, self-driven efforts should
become more commonplace, and the organization should continue to steadily
evolve in a forward-looking manner.

We hope our stakeholders feel that the NEC Group is truly changing for the
better, and that they will continue to join us on our journey to create social value. President and CEO
With this in mind, Tinvite our stakeholders to read on as I present a full picture
of NEC.

Takayuki Morita

Systems that Support
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Overview of NEC

Progress of Mid-term Management Plan 2025
and Looking Ahead to the Next Plan

It was a morning in late April, and an enthusiastic applause
filled the boardroom, where the Board of Directors had gath-
ered to discuss NEC's fiscal 2025 financial results. At the end
of the briefing, an outside director suggested we applaud,

a gesture often seen in boardrooms overseas. I was caught
off guard a little by the impromptu gesture, but pleased
nonetheless.

In the not-so-distant past, we were losing the trust of
the markets. Perhaps because of that reputation, our stock
price plummeted the day after we announced Mid-term
Management Plan 2025, the final year of which is fiscal 2026.
I clearly remember the disappointment I felt being rejected
by the markets in such a way. Now, not only have we
achieved key performance indicators (KPIs) ahead of sched-
ule but we are also making great strides in our final year with
upwardly revised targets. With the level of progress varying
across individual initiatives, my honest assessment is that
we have just about managed a passing grade, and we are
undoubtedly moving in the right direction.

In the IT services business, there is strong demand in
Japan for digital transformation (DX) and modernization of
core systems. NEC BluStellar, which resolves management
issues for customers through DX, is performing favorably
and improving profits. As for the social infrastructure busi-
ness, the profitability of the aerospace and national security
(ANS) domain is increasing due to the expansion of the
Japanese government’s defense budget and the revision of
profit caps. We will steadily increase resources through job
rotation and other means, and work to translate the strong
market environment into business growth.

One example of substantive change is our data-driven
management of sales negotiations. This was such a challeng-
ing undertaking that employees would ask me if I was seri-
ous about making the change. As a result of adopting a
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data-driven system, however, we were able to grasp individ-
ual situations in real time through numerical data and draw
up measures for improvement based on the data. This has

helped boost profits.

In areas where we have faced challenges, we have made
timely decisions and taken action to correct our course. In
the telecommunications domain, where investment in global
5G and other infrastructure remains sluggish, we are
continuing our efforts to optimize costs through the shifting
of resources and other measures. Although there have been
some unprofitable submarine cable projects, we have
reviewed all processes, from structural organization and
quality management to overall business viability. We have
also made investments to capture strong demand.

In fiscal 2026, we will lay the groundwork for the next
5-10 years of growth while seeing Mid-term Management
Plan 2025 through to completion. In the digital government /
digital finance (DGDF) domain, we have relocated our global
headquarters’ functions to Switzerland to enable agile
expansion of business opportunities for global DX, bringing
us closer to key markets. Orders are already being secured
through collaboration among overseas Group companies,
which is highly encouraging.

To maximize the capabilities of NESIC Holdings, Ltd.,
which was formed through the reorganization of NEC
Networks & System Integration Corporation and NEC
Nexsolutions, Ltd., we are advancing functional integration
and enhancement. Leveraging the strength of the NEC
Group, we are driving DX in Japan. We will carefully evaluate
opportunities that contribute to enhancing corporate value,
such as M&A, and execute them boldly.

Under our next mid-term management plan, we aim to
establish our position among the world's leading companies
in fields in which we excel. With that in mind, targets such as
a corporate value of ¥10 trillion and a non-GAAP operating
profit margin of 15% are beginning to come into view. We
will share a robust plan that stakeholders can have confi-
dence in when we are ready to present the details.
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Our Purpose: At the Heart of the NEC Group

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

The NEC Group carries out all its activities with the aim
of realizing the above Purpose. Since our founding, we have
helped to realize a safer, more secure, fairer, and more effi-
cient society for people all around the world through techno-
logical innovation. The renewed awareness of our Purpose,
which emerged from a past management crisis, has unified
our employees toward a common direction.

By clarifying what is needed to realize our Purpose and
the changes that must be made, employees are able to carry
out various elements of our transformation with conviction.
This has been a key factor behind our strong growth.

Achieving our Purpose is synonymous with our pursuit
of sustainable profit growth, which is fundamental to the
maximization of long-term profit. This is because business is
a continuous cycle of resolving social issues through value
propositions, earning fair returns, and reinvesting in future
value creation. In addition, our Purpose was also a declara-
tion of our commitment to move away from simply selling
goods and services. We coordinate and apply our technolo-
gies and knowledge in an optimal way with the aim of resolv-
ing issues for customers. These key points have become a
matter of course in our DX business, which is expanding with
NEC BluStellar at its core.

NEC's Mission in Future Society

We are now at a turning point in human history that is being
referred to as the fourth industrial revolution. Innovation via
Al and other technologies will spread to all fields, giving rise
to immeasurable development in human intellectual pursuits.
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It will affect not only the competitiveness of companies but
also countries and will permeate every aspect of our lives.
Meanwhile, circumstances around the world are changing.
Relationships that have long remained in balance are now
weakening, giving rise to new conflicts and intensifying exist-
ing ones. Technology continues to shape these trends.

The benefits of technology should be enjoyed equitably
by all. We must not allow our society to be divided into those
who are prosperous and those who are left behind.

Companies have identities. The NEC Group is an organiza-
tion based in Japan that has built global trust through the key
roles it has played around the world. In addition, NEC pos-
sesses a rare and diverse portfolio of technologies and busi-
nesses, including Al, cybersecurity, biometric authentication,
submarine cables, satellites, and the development of mission-
critical systems for both the public and private sectors.
Considering this, each word in our Purpose reflects a mission
entrusted to us by the times, and we are keenly aware of the
significance of our position. We are conscious of the unique
role we are capable of fulfilling, and commit to using advanced
technologies with an unbiased approach. Through this, we
aim to bring both peace of mind and innovation to the world.

Overview of NEC

Technologies at the Core of Value Creation

The other day, an analyst told me that NEC is stepping into
the realm of science—which is what sets NEC apart from
other companies that only focus on engineering. Everything
fell into place when I heard NEC being described this way.
We have maintained a high ratio of R&D expenses from a
long-term perspective and have placed great importance on
sowing seeds for the future through biometrics, quantum
computing, cybersecurity, and Al-based drug discovery. Our
distinct capabilities should be a source of competitive advan-
tage, yet this has not been fully realized in terms of social
value or profit. We must now focus on nurturing value that
is unique to the NEC Group.
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Cybersecurity

Cybersecurity is a prime example of the unique value we pro-
vide. Networks, systems, and data centers serve as vital infra-
structure alongside electricity, gas, and water. Cyberattacks
targeting such infrastructure have occurred frequently
around the world, and now present a real threat in Japan,
such as the suspension of transportation networks. The
Japanese government is rapidly drafting laws and taking
countermeasures, and efforts from both the public and
private sectors are required. Trust in security has become a
prerequisite for global collaboration between nations and
corporations. In such an era, it is widely recognized that
nations must take responsibility for securing their own
systems, rather than depending on entities abroad.

We have been responsible for security in advanced areas
at the national level. However, in other business areas, our
security capabilities have often been undervalued and bun-
dled as part of broader system implementation. This has
contributed to the perception that our business scale is
smaller than it truly is. It is now critical that we communicate
the unique value of our security expertise to society.

Cybersecurity and Al are two sides of the same coin.
Behind recent cyberattacks are sophisticated actions carried
out by Al on a giant scale. Until now, the Japanese language
has served as an effective barrier to attacks, but this is now
irrelevant in the realm of Al. On the other hand, Al is also key
to understanding and defending against attacks. We have
extensive knowledge of both sides of the coin and should be
able to go beyond what is expected of us in this area.

In May, we held a press conference that drew significant
attention, where we declared our commitment to strengthen-
ing our business and protecting .jp, Japan's country code top-
level domain. To fulfill this responsibility, we are advancing
efforts in both cybersecurity and Al, expanding our global
presence and workforce, and building a 24-hour monitoring
and assessment framework.

Systems that Support
Value Creation
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Al

NEC has the framework necessary for in-house Al develop-
ment. We have an in-house R&D division and an in-house
environment that supports the use of large-scale GPUs. A
strong point of this framework is that it enables us to handle
all aspects of the process, from training Al models to real-
world application, using proprietary technologies such as our
in-house generative Al cotomi. This gives us the advantage
of being able to validate the insights gained during the
research phase through internal system implementation
and then extend the outcomes externally as services and
solutions.

NEC's agentic Al is a next-generation approach that
incorporates autonomous judgment and actions into
conventional AL It is characterized by the ability to make
advanced decisions that go beyond analyzing given data to
optimally combine multiple tasks and detect changes in the
environment to redirect its course. For example, in areas
such as environmental reporting, it has automated a great
number of tasks that previously required substantial human
effort. This leads to reduced operational costs and faster
response times. To ensure the safe and flexible use of such
agent-based Al, NEC combines proprietary security technolo-
gies and operational expertise to deliver solutions that are
grounded in safety and security.

The most appealing aspect of NEC's Al efforts is the atti-
tude of mastering the technology in-house and then return-
ing the outcomes to customers and wider society. One of
our major strengths is that we can combine Al with our long-
cultivated security technologies and knowledge of social
infrastructure to provide a safe and secure Al framework,
rather than just a tool. Through our “Client Zero” strategy, in
which we trial sophisticated automation and data analysis in
our actual work and then expand the practical expertise we
gain outside the Company, we have established a framework
that enables us to promptly identify challenges and risks
associated with introducing Al and seamlessly support our
customers right through to putting Al into practice in the field.
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Client Zero

NEC's “Client Zero" is an approach in which we identify issues
at an early stage by implementing and mastering newly
developed technologies and solutions in-house before
expanding the acquired expertise to customers. We apply
cutting-edge technologies, including generative Al, to our
own operations. The insights and areas for improvement
gained through real-world deployment are reflected in our
services, enabling us to propose more effective implementa-
tion benefits and risk response strategies to our customers.

In fact, this “AI" section, up to this point, was written
largely by a generative Al that was developed using data
from speeches and presentations that I have made.* This A,
named “President Morita Al" is also used to quickly and
easily provide NEC leadership with insights that are based
on my real positions. Initiatives such as this are taking place
throughout the organization, driven by numerous experi-
mentation and trial-and-error efforts. As a company that
works with Al, we continue to evolve ourselves and expand
the possibilities of technology utilization.

By doing this, we have more things to show to our cus-
tomers. The visitor facility at our headquarters welcomes a
wide range of guests, including public institutions, private-
sector clients, ministers and legislators from both Japan and
internationally, and even heads of state. By openly sharing
our setbacks and the lessons we have learned from past
challenges, we have received positive feedback, with some
customers noting that NEC's approach is more authentic and
insightful than other companies that only share positive sto-
ries. The achievements of a company of our scale offer valu-
able insights to our global tech partners and contribute to
building strong relationships. “Client Zero” serves as a pow-
erful tool that delivers mutual benefit for all parties involved.

* Refers to the original Japanese text

NEC BluStellar

The other day an executive in charge of DX at their company
was scheduled to visit NEC. Learning of the visit, the presi-
dent of the company in question also wanted to see our DX

Overview of NEC
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efforts with their own eyes and ended up spending half a day
at our facilities. The number of such visits by presidents of
other companies has increased dramatically, reaffirming just
how critical DX is as a key management issue.

The essence of DX is corporate transformation (CX). CX
cannot be realized simply by adopting digital technologies or
services. Transformation starts with accurately identifying the
issues, then determining how best to implement the right
technologies, and finally ensuring effective operation within
the customer’s organization. This end-to-end process resem-
bles a journey.

NEC BluStellar is a value creation model that guides our
customers on their DX journey, accompanying them every
step of the way. It draws on the insights we have gained as
“Client Zero,"” including both successes and setbacks, as well
as the extensive knowledge accumulated through years of
close collaboration with customers across various industries.
By combining this practical expertise, we deliver one-stop,
end-to-end value, from upstream consulting and system
development to talent development.

The DX scenarios of NEC BluStellar serve as the itinerary
for the CXjourney. They span private enterprises, government
bodies, municipalities, and public institutions, and offer a rich
lineup of tailored solutions by industry and function. These
scenarios are continuously updated and expanded based on
the latest success stories. As both NEC and its customers con-
tinue to transform, NEC BluStellar will continue to evolve.

Systems that Support
Value Creation

Human Resources Who Play a Central Role in
NEC's Business

On April 1, 2025, at the start of the new fiscal year, I informed
the entire Company that [ wanted to make the NEC Group
shine. I want our employees to take pride in their work and
to help make the Company shine through their own efforts.
By fulfilling their responsibilities efficiently and effectively
within their respective organizations, they can contribute to
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NEC's growth to the fullest. This allows each individual to feel
a sense of fulfillment and growth. By bringing together
human resources who can increase the value of organiza-
tions and individuals, a company will naturally shine.

NEC has begun implementing job-based human resource
management. This brings significant long-term benefits,
which will become more pronounced as it expands horizon-
tally throughout the Group. When the full potential of our
110,000-strong workforce is realized, each organization
can draw on a rich in-house talent pool to place the right
people in the right positions. For individuals, it provides
strong motivation to develop their strengths and build self-
driven career paths.

Alongside these efforts, NEC is reinforcing fair perfor-
mance evaluations and market-competitive compensation
to recognize capable and dedicated individuals, while attract-
ing exceptional talent. To foster a sense of ownership and
shared success, we are expanding our stock compensation
system, beginning with senior management.

The engagement score for NEC Group employees mea-
sures their enthusiasm for their work and their affinity with
the Company. The engagement score in fiscal 2025 was 42%,
placing NEC at the top level among Japanese companies.
Considering that the fiscal 2019 score was 14%, I am happy
to see this positive change in the mindset of our employees.
While we still have some way to go to reach the 50% target
set forth in Mid-term Management Plan 2025, we remain
committed to ensuring that we achieve this goal.

During our next mid-term management plan, we will focus
on the underlying factors behind employee engagement
rather than the scores themselves. We have learned that
structural changes may temporarily lower scores, but recov-
ery tends to be swift and significant. When each division
shares a common understanding of strategies and direc-
tions, the organization can move forward positively as one.

For more than four years since my appointment as presi-
dent and CEQ, I have established many points of contact with
employees to help them better understand the Company's
strategic direction. I have held more than 50 town hall
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meetings this year, and have also taken on the challenge of
gaining exposure among domestic and international media,
as well as appearing in television commercials. I also introduce
our activities on my personal LinkedIn page. These ongoing
communication efforts have brought me closer to our employ-
ees and contributed to higher engagement. At a recent town
hall meeting, I half-jokingly remarked that it had been quite a
challenge and that I had considered stopping at some point.
Following that, we received numerous requests asking me to
carry on these efforts. There is no way I can stop now.

Overview of NEC

Value Creation Underpinned by Corporate
Governance and Compliance

We have been executing the business and cultural aspects
of our transformation for some time. We are now moving
forward with corporate governance reform, which is also a
key element. For me, integrity isn't just about being honest—
it's about acting in ways and upholding values that you can
be proud of, regardless of whether anyone is looking. It is a
mechanism for maximizing long-term benefits.

The Nominating, Compensation, and Audit committees
are statutory bodies, and each holds important decision-
making authority. The stronger these bodies are, the more
productive the interaction between oversight and execution
functions becomes, which enables both sides to fulfill their
responsibilities. This is the very essence of our governance
reform. It empowers the execution side to make high-quality
decisions within their given responsibilities and to firmly
commit to producing results. We aim to fully leverage the
power of this system.

We have made efforts to improve and increase transpar-
ency and objectivity, such as by disclosing the CEO selection
process. The Board of Directors has also significantly increased
the ratio of outside directors, and global talent have joined
the execution side. Senior management will become more
diverse in line with the increasing diversity of employees.
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Unfortunately, past compliance breaches have left a last-
ing imprint on the NEC Group. We set aside time each year to
reflect on these issues as a company, yet we still occasionally
receive reports that are disappointing. In fiscal 2025, an inci-
dent occurred that drew strong criticism from external stake-
holders and made us acutely aware of the damage to our
credibility. As members of management, we must address
these issues strictly and with a firm resolve.

It goes without saying, but trust is a major premise of
doing business. If you are trusted and reliable, customers
will give you opportunities. Similarly, within the Company, we
trust and rely on our employees, and they trust and rely on
management. This is how we are able to firmly commit to
realizing our Purpose. We encourage all employees to share
concerns with their teams immediately whenever something
feels wrong. This mindset helps prevent mistakes before they
happen. To preserve the trust placed in the NEC Group, we
are committed to using the lessons learned from past
incidents to ensure they are not repeated.

Systems that Support
Value Creation

To Our Stakeholders

Based on the mindset that the one thing that will never
change is our commitment to change, the NEC Group has
been evolving and accumulating accomplishments while
mastering advanced technologies. Change often brings a
sense of resistance, and at times, it can be emotionally chal-
lenging. Through the transformation process, I have come
to realize the importance of helping people understand the
desired end result. By helping employees understand why
change is necessary and what our future vision is from a
long-term perspective, they can accept and view transforma-
tion as a matter of personal interest, acknowledging that it is
the right path to take to move forward as an organization.
The remedy for society’s anxiety surrounding technology
may also be the same. In past industrial revolutions, innovation
often sparked fears and resistance, with concerns that it
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would take away jobs. In some cases, excessive focus on
these concerns led to tighter regulations, preventing innova-
tion from realizing its full potential. However, once people
began to understand the tangible benefits through trials and
growing use cases, innovation spread rapidly across society.

Innovation cannot be realized by a sole inventor overnight.
It gradually takes shape through the hard work and chal-
lenges faced by many people. As a trusted tech company in
this age of technological transformation, we continue to learn
through the efforts of our 110,000 employees. By sharing our
journey of trial, error, setbacks, and success, we can show
society the desired end results of our technological efforts.

In our “Client Zero” approach, each and every employee
takes the lead in mastering new technologies and contribut-
ing to society. This is the right path of progress toward realiz-
ing our Purpose, and we will continue to act with conviction
and decisiveness in pursuing what must be done.

We are an organization that aims to harness the power
of technology to bring peace of mind and innovation to the
world. Our stakeholders join us in this aim. I hope the NEC
Group’s vision for the future resonates with our stakeholders,
and that they remain committed to us on our journey for
many years to come.

September 2025

Ak,

President and CEO
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