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Editorial Policy

NEC’s Integrated Reports

NEC has published annual reports containing both financial and non-financial information since 2013. Starting in 2018, upon
having defined its “materiality,” NEC changed the name of its annual report to “Integrated Report.” NEC positions its integrated
report as a web-based publication for all stakeholders, including shareholders and investors, that outlines the Company’s strate-
gies and initiatives for the ongoing creation of social value and the maximization of corporate value. The report also serves as a
gateway that directs readers to appropriate media and websites for more detailed information that corresponds with their inter-
ests and concerns. NEC will keep endeavoring to provide increasingly transparent and continuous information while incorporating
feedback from its stakeholders.

Key Points of NEC Integrated Report 2024

NEC Integrated Report 2024 comprises initiatives to achieve
the NEC 2030VISION and Mid-term Management Plan 2025,
which are based on NEC’s Purpose. As NEC enters the fourth
year of Mid-term Management Plan 2025, the Message from
the President includes a self-assessment of the first half of the
plan, policies going forward, and comments on NEC’s mission
of creating value in society from the perspectives of strategy
and culture. The report also summarizes the management
that supports the enhancement of corporate value, focusing
on materiality—management priority themes.

@) For more details on NEC’s Purpose, please visit the website below or
see page 12 of this report.
https://www.nec.com/en/global/about/purpose/index.html

NEC’s Integrated Reports

Story-driven

@& TNFD Report

@ Corporate Governance Report

@ Securities Report (in Japanese only)

Comprehensive

@ Earnings Releases @) ESG Databook

Investor Relations (IR) Website Sustainability Website

Company Website

Financial Information Non-financial Information

Reporting Period

April 1,2023 to March 31, 2024 (hereinafter referred to as “fiscal 2024”;
all other fiscal years are referred to similarly). This report also includes
information obtained after this reporting period.

Scope of Report
NEC Corporation and its consolidated subsidiaries

Reference Guidelines

+ 1SO 26000

+ GRI Standards

« United Nations Global Compact

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

« Japan’s Ministry of Economy, Trade and Industry’s
“Guidance for Collaborative Value Creation”

Note: Due to a change in the calculation method for segment results effective from the
fiscal year under review, the results shown for fiscal 2023 and fiscal 2024 have also
been calculated using the new method.

Environment
Social

Guidance for
Collaborative
Value Creation

NEC is a signatory to the United Nations Global Compact.


https://www.nec.com/en/global/about/pdf/nec_governance.pdf
https://www.nec.com/en/global/ir/library/er.html
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf
https://www.nec.com/en/global/sustainability/eco/pdf/NEC-tnfd-en.pdf
https://www.nec.com/en/global/about/purpose/index.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
https://jpn.nec.com/ir/pdf/securities/2023/2023186_04.pdf
https://www.nec.com/en/global/ir/index.html
https://www.nec.com/en/global/sustainability/index.html
https://www.nec.com/index.html
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Since its founding in 1899, Nippon Electric Company, Ltd. (NEC) has continued to grow by contributing to the realization of a prosperous society and by supporting social infrastructure
and mission-critical systems through information and communications technology (ICT). NEC will continue to rise to the challenge of creating new value as a company that brings about
change in society through technology, in keeping with its founding spirit of “Better Products, Better Services.”

@) To learn more about NEC’s history, please visit the website below.

https://www.nec.com/en/global/about/history.html

1899

|

‘ Our First Establishment

“Better Products, Better Services”

Social

Infrastructure 1928

1964

1970

1977

‘ Our Second Establishment

Computers and Communications
Vision Announced

Integration of Computers and
Communications

1987 2007

2013

|

‘ Our Third Establishment

Transformation into
a Social Value Innovator

2010 2016 2018

2019 2020

2023

| 1899
I I

Nippon Electric
Company, Ltd.

Transmitted scenes of
Imperial Accession Ceremony

I I

International satellite
TV broadcasts of the

Japan’s first satellite,
Osumi, launched

I I

Started manufacturing
optical submarine

Ultra-compact radio
communications

I I I

Asteroid explorer Submarine cable
HAYABUSA suc- installation reached

Asteroid explorer
HAYABUSA 2

I I

Began shipping Contributed to
base stations for the remarkable

I

Successfully achieved
long-distance trans-

established of Emperor Hirohito Tokyo Olympics relay equipment system PASOLINK cessfully returned over 250,000 km, reached the 5G networks achievement of mission at a world-
secured top global to Earth enough toencircle  asteroid Ryugu completing the leading 800 Gbps
market share the Earth six times HAYABUSA 2 using an optical
mission submarine cable
Founder:
Kunihiko Iwadare
IT Services ‘ 1954 1958 1971 1974 1982 1984 2002 2004 2009 2015 2016 2019 2020 2023
Began research Developed the first domesti- Fully automated The PC-9801 Received an order in the Ranked No. 1 in facial Biometrics solutions adopted Started quantum Developed and
into computers cally produced fully transis- postal sorting personal computer  United States for fingerprint authentication? in 70 countries computing launched cotomi,
torized NEAC-2201 computer system deployed announced matching services application services a generative Al

No. 1 in fingerprint
authentication®

Contributed to implementation of
Japan'’s Individual Number System

The ACOS Series 77 mainframe
computer family announced

Started development of
optical character recognition (OCR)

The Earth Simulator, the world’s fastest supercomputer system
for resolving global environmental problems, completed

1 Ranked No. 1 eight times in task assessment, sponsored by the U.S. National Institute of Standards and Technology (NIST)
2 Ranked No. 1 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.

Entered the drug discovery
business, specializing in
advanced immunotherapy
using Al

service for the
Japanese market


https://jpn.nec.com/profile/corp/history.html
https://www.nec.com/en/global/about/history.html
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For 125 years, NEC has contributed to the development of its customers and society, for whom it resolves issues as they arise by supporting social infrastructure and mission-critical
systems with ICT. The technologies and human resources we have cultivated over our long history serve as our unique strengths and competitive edge.

People, our greatest management resource, form the foundation of our operations. We apply the technologies created by our talented human resources to guide customers and society
in finding resolutions to issues they face, and by building a track record of achievements in this way, we have forged relationships of trust with our customer base. We have continued to
reinforce our strengths through this cycle, enabling us to create value for society in any era, which in turn contributes to realizing a sustainable society.

We will strive to realize NEC’s Purpose by continuing to provide value to society led by these strengths.

Technologies

Al

« Biometric authentication
(such as facial recognition,
iris recognition, fingerprint
recognition)

+Video recognition

+ Al-driven analysis and
prescription

Security
« Cybersecurity

« Consulting and
risk assessment

Communications
» Mobile networks (5G)
» Submarine cables

« Deep space optical

communications « Implementation and

monitoring

Human resources

Biometric authentication

No. 1intheworld

(in benchmark testing held by the NIST?)

Submarine cables
Enough to encircle the Earth

10 times

Top market share

Al Specialists
Number of employees in specialized Al organization

More than 500

specialized team members

Machine learning

Number of papers accepted by leading international
academic conferences?

Ranked 10th in the world

Consulting Specialists
ABeam Consulting Ltd. consultants

Approx. 6,900

DX Talent

10,376 in total

(Fiscal 2024)

Biometric authentication, video analytics,
and analysis/prescription Al
Number of international patent applications

No. 1inthe world

1 NIST testing results do not constitute an endorsement by the U.S.
government of any particular system, product, service, or company.

2 Aggregate data from the following major international conferences:
The Conference on Neural Information Processing Systems (NeurlPS),
the International Conference on Machine Learning, the European
Conference on Machine Learning and Principles and Practice of
Knowledge Discovery in Databases, and the International Conference
on Data Mining

Global specialists?
Percentage of employees that

are overseas: 29%

Collaboration with locations and
other research laboratories around the world

3 For data on the diversity and attributes of NEC’s human resources,
please refer to “Inclusion and Diversity” on pages 43-49 of NEC £SG
Databook 2024.

@ https://www.nec.com/en/global/sustainability/pdf/
esg_data2024_EN.pdf#page=44


https://jpn.nec.com/sustainability/ja/pdf/esg_data2024.pdf#page=44
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=44
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NEC’s Businesses

To realize its Purpose, NEC promotes its businesses in the three areas of IT services, social infrastructure, and others, the latter of which includes the healthcare and
life science businesses that will serve as the pillars of the Company’s future growth.

IT Services

<
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Others IT Services

14.0% 55.0% Business Outline

Composition of
Revenue

¥3,477.3 billion

Social Infrastructure

31.0%

Revenue

¥3,477.3 billion

Non-GAAP operating profit

¥227.6 billion

Non-GAAP net profit

¥177.8 billion

Free cash flows

¥195.2 billion

Revenue

¥1,9 14.0 billion

Adjusted operating profit

¥184. l billion

Social Infrastructure

Systems Integration (Systems Implementation, Consulting)
Maintenance and Support © Outsourcing/Cloud Services
System Equipment Software Services

Major Customers
Japan: Central and Local Governments, Financial and Industrial Sectors,
Fire and Disaster Prevention, Broadcasting, and Electric Power Domains
Overseas: National and Local Governments, Financial Sector, Others

Revenue

¥1,077.3 billion

Adjusted operating profit

¥55 o 1 billion

Business Outline
Telecom Services: Network Infrastructure (Core Network,
Mobile Phone Base Stations, Optical Transmission Systems, Submarine Systems),
Software and Services for Telecom Operators (OSSY/BSS?)
Aerospace and National Security: System Equipment, Systems Integration
(Systems Implementation, Consulting), and Support (Maintenance) in the aerospace
and national security domain
1 OSS: Operation Support System 2 BSS: Business Support System
Major Customers

Telecom Services: Domestic and Overseas Telecom Carriers
Aerospace and National Security: Central Government, Aerospace Businesses

Others

Revenue

¥485 o 9 billion

Adjusted operating profit

¥5 o O billion

Business Outline
Healthcare and Life Science Businesses
Consolidated Domestic Subsidiaries

Note: The figures for revenue, non-GAAP operating profit, adjusted operating profit, non-GAAP net profit, free cash flows, and composition of revenue are results for fiscal 2024.
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Message from the President

NEC will continue to
change so that it can keep
its promises and continue
to exceed expectations.

Preface

Three years have passed since | was appointed president
and CEO of NEC Corporation. In this capacity as leader of
the organization, | have actively engaged in dialogue with
employees, customers, business partners in Japan and over-
seas, government officials from various countries, and inves-
tors. It may seem obvious, but communication is the most
simple and effective way of getting to know and understand
one another’s ideas. As part of this, | actively participate in
international conferences and discuss my ideas in my own
words. This not only allows me to keep up with the latest
information on world-leading organizations and talent but
also allows NEC to be seen as a member of that network.
The relationships that can be built through communication
are extremely valuable.

This is my fourth time writing a message for NEC’s inte-
grated report. | view this as a key opportunity to communi-
cate my thoughts to our stakeholders, and I have written this
message in the hope that it will help readers to better under-
stand and become more familiar with NEC’s management.

I would like to thank all of you for taking the time to read
this message.

Value Creation
Process

Value Creation
Initiatives

Systems that Support
Value Creation

Corporate Data
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Message from the President

Keeping Our Promises

“Why should | believe in your company?” With these words,
documents pertaining to a previous mid-term management
plan were hurled in front of me. This happened in 2018, when,
as the CFO of NEC, | was giving a presentation to an investor
about Mid-term Management Plan 2020. At the time, NEC had
not been able to keep the promises it had made to the market
in its mid-term management and annual business plans. In
response to the investor’s question, | explained that one of the
three management policies in the management plan was to
restructure our execution capabilities. | believe the investor
likely lost patience with me at this point.

Unfortunately, in the past, NEC was seen by both the
market and wider society as a company that could not keep
its promises, and | am sure our employees felt the same way.
When | was cast aside by this investor, | came to the realiza-
tion that companies that cannot keep their promises will not
even be listened to, let alone trusted. The incident with the
investor is etched into my memory. Over the three years since
becoming president and CEO, | have held town hall meetings
every month without fail, often introducing this incident as a
clear reminder of the importance of keeping promises and
earning trust.

Currently, NEC is successfully achieving the milestones it
promised to the market in Mid-term Management Plan 2025.
Although we have made some revisions to our initial plans for
individual projects, we are making strong progress overall.
The outlook remains uncertain, with international affairs and
financial markets difficult to predict, but even so, | have no
doubt that there is a path to achieving the goals set forth in
Mid-term Management Plan 2025. This gives me confidence as
a leader, while at the same time reminding me of my responsi-
bility to move forward without losing sight of our goals.

Overview of NEC

Value Creation Value Creation
Process Initiatives

Business Trajectory

In business fields where we are performing well, we will further
refine our winning strategies and boldly explore new business
opportunities. We are looking forward to reaping the benefits
of strong domestic digital transformation (DX) demand, and
securing more projects and improving profit levels in the aero-
space and national security (ANS) field. Meanwhile, in business
fields where performance has been less favorable, we are
making headway in turning around low-profit businesses one
by one. The 5G business, which had been a source of concern,
has seen delays in the arrival of investment for the transition
from 4G, so we have had to significantly revise our initial strat-
egy to reduce cash outflows and wait for the tide to turn. The
PASOLINK mobile backhaul business, once a mainstay of our
overseas operations, merged with another company and is on
a sound footing while continuing to provide support to NEC’s
customers. In the digital government / digital finance (DGDF)
field, three Europe-based NEC companies are contributing to
profits, but we believe there is still room for growth by further
leveraging NEC’s resources and drawing out synergies for busi-
ness development. We are strengthening communication
between the headquarters and employees at each of our sites
through dialogues and meetings. Through these efforts, we are
obtaining information from the front lines, such as winning
strategies and a sense of the issues they face, which we will
then use to make concrete improvements.

In the long term, our goal as a global corporation should
be to earn half of our profits domestically and half overseas.
This is also a prerequisite for our ability to repeat the cycle of
generating stable profits and reinvesting them in the Company
to create new value. | believe that capital efficiency and profit
growth are important for improving corporate value, but
achieving global growth organically is inefficient because it

Systems that Support
Value Creation
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takes time. M&As are a powerful tool for addressing this issue,
and we are currently in the process of rebuilding our strategy
from the ground up to determine how we should proceed with
growth investments.

Not Becoming Idle in Tailwinds

Under Mid-term Management Plan 2025, we have been imple-
menting corporate reforms on the two axes of strategy and
culture, requiring a lot of effort from our employees and some-
times having to also ask our customers for their cooperation.
As a result, we have achieved record profits on the adjusted
operating profit level, and are now a company with a sound
financial structure, with total equity exceeding ¥2 trillion. If we
compare our share price in fiscal 2013, which was below
¥1,000, with the current share price, which is just over ¥10,000,
our valuation has increased more than tenfold at the time I am
writing this message. | am confident that taking this path of
reform was the right thing to do, and | think our employees
feel the same way.

So, on paper, it looks like the Company is doing well, but is
that really the case? It appears that the share price, which had
been discounted, may now be returning to normal. At a recent
town hall meeting, | told employees that, although things may
look good on the surface, if you take a closer look at individual
details, it is likely that you will find something that makes you
think “hmm, that’s a little strange” or “l wonder if this is okay
the way itis.” If we overlook such things and think that every-
thing must be fine since the share price is good and our per-
formance is strong, these issues will build up and eventually
become irreversible.

One good example is profit. In the past, NEC only sought
to increase its top line, and profit was secondary. It looked
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good if revenue and share prices were strong. But what about
profit? NEC had a semiconductor business with an extremely
short investment cycle but was unable to make a stable profit
and allocate investment appropriately. This led to a major
overhaul of the Company’s business portfolio and the depar-
ture of many of its employees. While we have been able to
turn around several low-profit businesses, the fact remains
that our profit margins are still lower than those of our com-
petitors. We are still far from satisfied.

| often say to our employees, “If you cannot get a fair price
from the customer, then do not hesitate to turn down such
projects.” This approach would have been unheard of at the
NEC of the past, when we were too accommodating of our
customers. Looking to improve profitability, we have been
using a system to visualize profitability into data form since
2023. Management can now see data on profit margins from
the get-go—information previously only available to those
working on the front lines. If we can make this a success,
we expect not only to improve profitability itself but also to
change how our employees think about profit. We are gradu-
ally seeing positive results, and would like to expand the
scope of the system’s application to maximize its benefits.

Not Losing Sight of Long-term Goals

We are now in the fourth year of Mid-term Management Plan
2025. Members of the media often ask me how NEC is pro-
gressing against the goals of the plan, comparing it to climbing
a mountain. This is a difficult question to answer, because,
although reaching the summit of a mountain is a clear goal in
itself, achieving what we have set forth in our management
planis not our only goal. | say to our employees that the

way to approach profit is to maximize long-term profit and

Overview of NEC
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optimize short-term profit. Taking a long-term perspective,
being clear about what we are aiming for, and thinking about
and acting on what we need to do now in order to achieve our
goalsisimportant.

Which actions you choose when taking this kind of long-
term perspective can dramatically change the future that fol-
lows. If you become idle and leave your sail up in a tailwind,
you will never reach your goal. Sometimes you have to fold
your sails or change course by reading the wind. From my time
as CFO to the present, | feel that by making changes to both
systems and culture, we have gradually been able to cast our
sights further ahead. We are steadily achieving the goals of
Mid-term Management Plan 2025 in order to continue deliver-
ing value to all of our stakeholders over the long term. We
would like to ask our stakeholders to evaluate us from a long-
term perspective and to continue moving forward with us.

125 Years and Beyond: Continuing to Change

In 2024, thanks to the support of its stakeholders, NEC cele-
brated its 125th anniversary. Founded by Kunihiko lwadare,
who earned recognition from Thomas Edison and contrib-
uted to the development of modern industrial technology,
the Company has supported the development of telecommu-
nications in Japan and contributed to the integration of com-
munications and computing on the global stage. And now,
with DX at our core, we are evolving into a company that cre-
ates new social value with advanced technology. | am proud
of this history that our predecessors have worked to build.
Some of the things that have surprised me most since
becoming CEO are the opportunities | have had to meet with
people. Whether in Japan or overseas, whenever | have met
people, | have been received with trust and respect. It is not

Systems that Support
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uncommon for NEC to be the only Japanese company, or
one of only a few, to be invited to participate in face-to-face
interviews or to speak at important international conferences.

For example, | recently was invited to meet with a senior
official from the United States. As it was the first time we had
met, | tried giving a brief introduction of NEC, but it turned
out that he already knew about us, and he even talked to me
about the expectations he had for us and about some of our
smaller business projects. For me, this encounter represented
the value that NEC has created through its 125 years of busi-
ness, and it also reaffirmed my belief that we are still needed
in the current day and age.

That said, | am not sentimental about this 125-year history.
To me, it is no more than a number. What is important for us
now is not to look back on the past, but to continue to create
the future for the next five to 10 years. And we want the world
to continue to see NEC as a company that makes a difference
and is essential for society.

I was once asked by an employee what |, as a member
of management, felt was the biggest risk for the Company.
limmediately answered that the biggest risk was employees
thinking that we can just carry on as we are. People have a
natural tendency to become complacent. If you stand still and
stop thinking, then it’s all over. Far from just maintaining the
status quo, you’ll end up falling behind and being left behind
by the times. It is people who drive a company forward. When
NEC was facing financial difficulties, it was held back by the
logic and old ways of thinking of each organization, and the
employees were unable to see themselves from an objective
standpoint, and so were unable to change.

Businesses are living entities that change. There is no
such thing as an optimal state for a company. If a company is
bound by past successes, it will never be able to change. As
Charles Darwin’s theory of evolution states, history has shown
us that only those who can adapt to the changing times will
survive, and only those who create changes in the times will
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prosper. NEC’s predecessors changed the technology they
used in line with the changing times, and also changed the
course of the Company, providing new value to society. This
is perhaps the main reason why the Company has been able
to continue to exist for 125 years.

In every era, it has been said that we are living in times of
incredible change. In other words, change has characterized
every era. When leading NEC, | am always thinking about
what | need to change. Perhaps the one way in which | follow
in the footsteps of my predecessors is by both changing
myself and inspiring change in others.

Lively Discussion among Members of
Senior Management

The senior management that determines the direction of NEC
is also changing. In 2023, we followed the lead of several com-
panies we had been keeping an eye on, and transitioned from
a Company with an Audit & Supervisory Board to a Company
with a Nominating Committee, etc., with the aim of further
ensuring sound corporate management. Under the supervi-
sion of the Board of Directors, which has been greatly
strengthened by the addition of outside directors, NEC has
adopted a fast-moving management system by transferring
authority to executive officers. The number of outside direc-
tors with experience in global management has increased,
bringing with them constructive opinions on capital alloca-
tion, Group management, M&As, mid-term management
plans, and other issues.

To digress a little, the seating order at Board meetings,
which used to have inside and outside directors sitting sepa-
rately, was changed to an alternate seating pattern at the sug-
gestion of an outside director. The Boardroom table, which

Overview of NEC
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used to be very large, was changed to a smaller-sized table
so that directors could be in closer proximity to one another.
As a result of these measures, | feel that our discussions have
become more lively than ever. It is crucial to have a system

in place that allows diverse members from different back-
grounds to share their ideas, feel at ease with one another,
integrate as a team, and be able to discuss matters from a
shared perspective.

Are Employees Happy?

This is another story from when | was CFO. | was once asked by
an investor from the United Kingdom whether our employees
were happy, which really stopped me in my tracks. | had never
really thought about it before, and the question left a very deep
impression on me. Now, as president of NEC, | realize more
than ever the importance of ensuring that our employees are
happy and that they feel rewarded in their work.

In fiscal 2019, we received a score* of 19% in our first ever
employee engagement survey. | was shocked by how low the
figure was. By fiscal 2024, this score had risen to 39%, above
the top level for companies in Japan. | think the reason for
this is that NEC has been revitalized and energized through
the changes we have made, and that this has been recog-
nized by people outside the Company. We are still, however,
only halfway toward the 50% target we promised in Mid-term
Management Plan 2025. As such, we will continue to commu-
nicate with our employees as we strive to become a world-
class company.

When it comes to increasing awareness of NEC’s Purpose
and reforming its corporate culture, | make a particular effort
to be consistent in communicating the substance and essence
of our message, even if the words or analogies used change.

Systems that Support
Value Creation
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We have held more than 40 town hall meetings, an initiative
that l introduced at the time | was appointed president, and
the number of participants has increased by several thousand
since the first meeting, with roughly 10,400 employees attend-
ing each meeting since the beginning of this fiscal year. At first,
I may have only reached a few people. However, the more
these meetings are held, the more the message will spread,
just as when damp firewood slowly dries out and catches

fire, the surrounding damp firewood also dries out and the
fire spreads.

In terms of communicating with those outside of NEC, | am
also actively involved in speaking at international events and
am often interviewed by global media. This helps to attract
the attention of our global employees. I am also expanding
the scope of my activities beyond conventional channels,
by appearing in online video media watched by younger
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generations and sending out messages via recruitment ser-
vices. On LinkedIn, I regularly post up-to-date information
about my activities and interviews with external partners.

| also see these external communications as an opportunity
to deliver messages to our employees and their families.

In fiscal 2025, it is more important than ever to listen to our
employees and clearly convey our messages. We have imple-
mented job-based human resource management at NEC.
Change is always accompanied by uncertainty, and so | also
receive negative feedback at times. However, it is necessary
for us to change and for each organization to achieve its
goals. Change is also a way to create systems that will allow
employees to work happily and feel more rewarded. | want
our employees to understand the purpose of these changes
and see them as an opportunity to improve themselves and
grow, and as a company, we want to create various opportu-
nities for our employees to do so.

I am also asking employees to update their work styles.
Having been subjected to various restrictions imposed by the
COVID-19 pandemic, many are reassessing the benefits of
meeting in person and the ways to maximize team strength for
achieving organizational goals. NEC provided loose guidelines
that employees should be in the office 40% of the time, and
that each team should find the most suitable way of working.
As a result, employees are now working in a way that inte-
grates in-person and online activities more effectively than
ever before, and we are receiving positive feedback that deci-
sions are made more quickly, and that this system is more effi-
cient. At the same time, employees have also raised concerns
about the lack of available meeting rooms and the need for a
better IT environment, and so we are working to build an envi-
ronment in which employees can work more efficiently.

This new way of working is also becoming more wide-
spread among the customers we support with DX. We capital-
ize on our organization by implementing initiatives as “client
zero.” This is to reflect our own experiences in our proposals
to customers and to learn from our new experiences to
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provide value. We will continue to test new work styles within
NEC through trial and error, and hope that the results will be
beneficial to our customers.

*In a survey conducted by global HR consulting company Kincentric; a score of 50% is
roughly within the global top 25 percentile and is classed as Tier 1 level.

Guiding Customers and Society through DX
with NEC BluStellar

In May 2024, I made an important announcement for the NEC
Group. | unveiled NEC BluStellar, a value creation model that
will lead our customers into the future. NEC BluStellar is not
something that can be created from scratch, nor is it the
name of a product. Itis the technologies, solutions, people,
and organizations of NEC and its global partners. It is the
collective name for the knowledge and experience we have
gained through our own transformation as “client zero” and
in assisting our clients in their DX efforts. This approach to the
value creation process is extremely different from the NEC of
the past, and represents our transformation from an ICT com-
pany to a company that creates social value.

Systems that Support
Value Creation
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NEC BluStellar is a constantly evolving concept. The
knowledge and experience we gain as we transform ourselves
and our customers will further increase the value provided
by NEC BluStellar. A key theme for the future will be how to
continue to expand NEC’s strengths with NEC BluStellar at
our core.

The Path to Victory for Generative Al

Among the elements that make up NEC BluStellar, one that
has great potential is cotomi, our in-house developed genera-
tive Al. As the rest of the world focuses on large language
models (LLMs) and many companies are announcing that they
will begin their own development or utilize the world’s leading
LLM, NEC announced in summer 2023 that it would develop
and start industrial use of a proprietary finished product.
Some of our customers that are already using our Al are seeing
great results. We are proud to take the lead over our competi-
torsin Japanese language-based generative Al, but we also
feel that we face a challenge in that this has not been fully
recognized. | believe it is important to accelerate R&D of gen-
erative Al and accumulate concrete results.

Going forward, we will enter a phase in which we will begin
to integrate LLMs into our systems. In other words, LLMs will
become a frontline tool for business and manufacturing and
will demonstrate their true value in the real world. Therefore,
it is essential to have the know-how to respond to the unique
data and business structure of each industry, rather than a
generic generative Al.

Early on in the development of cotomi, we focused on what
kind of data to handle and how to ensure its governance. As
such, we have been building up use cases with customers in
a variety of industries. Any lead time we have in developing
generative Al earlier than other companies could be gonein
an instant, but the know-how of how to implement it in
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individual industries is not something that is gained over-
night. As a forerunner, we will apply cotomi and other genera-
tive Als in real-world scenarios and contribute to the DX
efforts of our customers and society.

The Future of NEC

Why does NEC exist and why are we indispensable to our cus-
tomers and society? The answer to this can be found in our
Purpose. By setting forth our aim to create 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, we have been able to push forward with
reforms and get back on a growth path.

Over the next few years, we will begin to see a future where
Alis a natural part of our lives. This will speed up the pace of
change in both the business environment and society itself.
The shape of global economic security may also undergo a
dramatic change. How will NEC pursue the realization of its
Purpose in such a world? Many people feel threatened by the
thought of technology that surpasses human intellect, but if
we approach it from a viewpoint of good will, humanity will
surely be able to evolve in a brighter direction.

NEC is a company that handles technology properly. From
international communications utilizing outer space and the
ocean floor to Al, quantum technology, and national-level
security technology, we offer systems and hardware with stable
and reliable quality that support the day-to-day activities of the
public and private sectors. In the coming era of Al, this rare
global portfolio will become even more essential. If we follow
the words in our Purpose, we will naturally become a trusted
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partner that is chosen by customers all around the world.
When that time comes, harnessing the diversity of our
110,000 Group employees will be crucial. It is precisely
because we boast such a diverse workforce that we can iden-
tify new possibilities, take on challenges without being bound
by precedent, and create innovation in the world. The 110,000
employees in the Group form one NEC in the eyes of our
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customers and society. To go beyond our customers’ expecta-
tions and deliver even greater value, we must get to know and
understand each other better. We use the phrase “OneNEC”
within the Company, and I will continue to deepen communi-
cation so that these words become a reality. As | mentioned
at the beginning of this message, communication may sound
simple, but it really is the most effective way.
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NEC Way

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

Since its founding, NEC has worked to provide social value by putting forth its own unique approach to each era.
We will pursue innovation and work to realize NEC’s Purpose, with the goal of living harmoniously with the Earth
and creating mutual understanding between people, no matter the era, no matter the conditions.
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NEC \/\Iay Our Stance as a Company

Purpose

Purpose

Code of

Conduct o
Principles

\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.

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
The NEC Way is a common set of values that form Code of Conduct

the basis for how the entire NEC Group conducts itself.

For more details on the NEC Way, please visit the website below.
https://www.nec.com/en/global/about/the-nec-way.html


https://www.nec.com/en/global/about/the-nec-way.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
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NEC’s Value Creation Process

Under Mid-term Management Plan 2025, NEC aims to connect its Purpose with strategy and culture based on the Company’s unique tangible and intangible assets, and to realize
value creation through corporate action by putting its materiality into practice. By prioritizing material issues that contribute to the sustainable growth of the Company and greater society,
NEC will provide value to various stakeholders and realize the NEC 2030VISION while contributing to the achievement of the Sustainable Development Goals (SDGs).

@) For more details on the NEC 2030VISION, please visit the website below.
https://www.nec.com/en/global/about/vision/

\Orchestrating a brighter world

Capital Strategy and Culture Materiality Value Creation

Growth Materiality

NEC creates the social values of
safety, security, fairness and
efficiency to promote a more

Financial Strategy

® NEC’s growth model ® A Society That Enables Well-being through Investors

Operating cash flow:

¥1.3 trillion*
* From fiscal 2022 to fiscal 2026

Manufacturing

Business process / IT establishment

Intellectual

R&D expenses:
Approximately 3.3% of revenue

Human

Consolidated number of employees:

105,276 (as of March 31, 2024)

Social and relationship

Maintain and develop deep domain
knowledge based on long-term
customer relationships

Generate global synergies
through M&As

Natural

Expand renewable
energy installations

Purchase renewable power

® “Maximizing long-term profit”
and “Optimizing short-term
profit”

® Non-financial measurement
methodologies to underpin
sustainable growth

Culture
® Transformation of people
and culture

® Establishment of business
infrastructure

® Creation of shared vision for a
brighter future with customers

the Digitalization of Government and
Financial Institutions

® Stress-free Communication with Low
Environmental Impact

® Transforming Society and Industry with the
Power of Digital Technology

® Living Freely in Our New Era of Healthcare and
Life Science

® Driving Carbon Neutrality for Our Customers
and Society

Fundamental Materiality
® Environmental Action with a Particular Focus on
Climate Change (Decarbonization)
@ Security to Maximize ICT Possibilities

® Provision and Utilization of Al with Respect for
Human Rights as the Highest Priority (Al and
Human Rights)

® Diverse Human Resource Development and
Cultural Transformation

® Corporate Governance Aiming to Continuously
Create Social Value and Maximize Corporate Value

@ Supply Chain Sustainability through
Collaboration and Co-creation with Suppliers

® Compliance as a Company That Creates
Social Value

Balance business growth and
improve financial soundness

Customers

Provide safe & secure social
infrastructure and services
by leveraging strengths
in technology

Suppliers

Create sustainable social value
through collaboration and
co-creation with suppliers

Employees

Transform into a company that
pursues innovation and brings
together diverse human resources:
“Employer of Choice”

Society / Environment

Contribute to climate
change measures
(Decarbonization)

sustainable world where everyone
has the chance to reach their

full potential.

NEC 2030VISION

Life

Society

Environment

SUSTAINABLE
DEVELOPMENT

5“ ’%A L S
“an”


https://www.nec.com/en/global/about/vision/
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Mid-term Management Plan 2025

Basic Policy

In fiscal 2022, the NEC Group formulated Mid-term Management Plan 2025, which ends in fiscal 2026, to realize both the Purpose set forth in the NEC Way and the NEC 2030VISION. To promote
Purpose-driven management under Mid-term Management Plan 2025, we have set target indicators from the perspectives of both strategy and culture.

Purpose
el
Strategy Culture
EBITDA Growth Rate: 9% Annual Average (Fv2021-FY2026) 50% Employee Engagement Score* (Fv2026)
Strategy Culture
We will increase sales and profit margins to achieve EBITDA growth. We have designated the We believe that our cultural strength is the strength of people to implement our strategies and
digital government / digital finance (DGDF) business, 5G business, and core DX business as realize our Purpose. We aim to transform ourselves into a company that pursues innovation and
growth businesses, and will prioritize investment in these businesses to gain and strengthen brings together diverse people under the NEC Way—the NEC Group’s common set of values that
competitiveness, aiming to drive revenue and profit growth. We are working to develop and form the basis for how the Group conducts itself.
improve our system for monitoring low-profit businesses in particular. We have set our employee engagement score as one of our target indicators, and are working
In addition, we aim to always ensure that our financial strategy is integrated with our busi- to become an employer of choice through our efforts to achieve a transformation of people and
ness strategy, with the first priority being to maximize long-term profit, followed by optimizing culture, establish business infrastructure, and create a shared vision for a brighter future with
short-term profit. our customers.

*In a survey conducted by global HR consulting company Kincentric; a score of 50% is roughly within the global top
25 percentile and is classed as Tier 1 level.

Mid-term Management Targets @ Please refer to Mid-term Management Plan 2025
(Billions of yen) FY2021 Results FY2022 Results FY2023 Results FY2024 Results  FY2025 Forecast  FY2026 Targets (announced in May 2021) for further details.
Revenue 2,994.0 3,014.1 3,313.0 3,477.3 3,370.0 3,500.0 X . .
- . ; @) For more details on progress made against the goals of Mid-term
Adjusted operating profit 178.2 171.0 205.5 223.6 255.0 300.0 Management Plan 2025, please refer to the NEC IR Day materials.
Ratio to net sales (%) 6.0% 5.7% 6.2% 6.4% 7.6% 8.6%
Non-GAAP! operating proﬂt 150.9 160.3 197.0 227.6 255.0 300.0 1 Non-GAAP profit (loss) is an indicator for measuring underlying profitability. It is measured
by deducting amortization of intangible assets recognized as a result of M&As, expenses for
Ratio to net sales (%) 5.0% 5.3% 5.9% 6.5% 7.6% 8.6% acquisition of companies (financial advisory fees and other fees), one-time structural reform
X expenses, impairment losses, stock compensation, and other one-time profits (losses) from
Non-GAAP! net prOﬂt 144.6 159.5 132.8 177.8 165.0 185.0 operating profit (loss). Also, non-GAAP net profit (loss) attributable to owners of the parent
Ratio to net sales (%) 4.8% 5.3% 4.0% 5.1% 4.9% 5.3% (for the quarter) is an indicator for measuring underlying profitability attributable to owners
. . . . . : of the parent. It is measured by deducting adjustment items of profit (loss) before income
EBITDA? 295.8 304.0 347.8 379.5 380.0 425.0 taxes (fqrthe quartgr) and corresponding amounts of tax and non-controlling interests from
N 5 o o o o o o net profit (loss) attributable to owners of the parent (for the quarter).
Ratio to net sales (%) 9.9% 10.1% 10.5% 10.9% 11.3% 12.1% 2 EBITDA = Gross profit - SG&A expenses + Depreciation/Amortization
ROIC3 4.7% 3.9% 4.7% 5.0% 5.9% 6.5% 3 ROIC = (Unadjusted operating income - Deemed corporate tax [30.5%]) +

(Term-end interest-bearing debt + Term-end net assets [including minority interest])



https://www.nec.com/en/global/ir/library/plan2025.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
https://www.nec.com/en/global/ir/events/ir_day/index.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
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NEC’s Approach to Materiality for Increasing Corporate Value

A part of our financial strategies in Mid-term Management Plan 2025 involves identifying and implementing initiatives to address seven priority management themes to strengthen the non-
financial foundation that encompasses ESG and underpins the sustainable growth of companies and society. In fiscal 2024, we have further clarified our approach to increasing corporate value
by addressing ESG issues in an integrated manner to both reduce risks and generate growth and opportunities. We positioned our seven priority management themes as our “Fundamental
Materiality” with the objective of reducing risk and increasing our growth rate. We have also organized them into five social and environmental themes as our “Growth Materiality” under which
we aim to create growth businesses during Mid-term Management Plan 2025 to generate growth and opportunities while increasing our growth rate. NEC will promote businesses with signifi-
cant social, environmental, and economic value by addressing its Fundamental and Growth Materiality while aiming for continuous inclusion in major ESG indices.

Growth Materiality

A Society That Enables Well-being through the Digitalization of Government and Financial Institutions

Stress-free Communication with Low Environmental Impact

Opportunities
Transforming Society and Industry with the Power of Digital Technology
Living Freely in Our New Era of Healthcare and Life Science
Free Cash Flows Driving Carbon Neutrality for Our Customers and Society
Corporate —_—
Value
Capital .. Environmental Action with a Particular Corporate Governance
Cost = Focuson Climate Change @ Security to Maximize ICT Possibilities Aiming to Continuously Create Social
(Decarbonization) Value and Maximize Corporate Value
? Provision and Utilization of Al with Supply Chain Sustainability through
. Eo Respect for Human Rights as the Collaboration and Co-creation with
Risk Reduction and Highest Priority (Al and Human Rights) Suppliers

Opportunities

- .
Transformation

. Diverse Human Resource
asa Development and Cultural

Compliance as a Company That Creates
Social Value

e eeeraesessenesassesemesees e sesesea s semeen et semten e s e e st st esrese st eemeee et sem s et sema s e rmssens + Fundamental Materiality

The NEC Sustainability Advisory Committee—Providing an Opportunity for Dialogue with Stakeholders

NEC’s materiality was determined with reference to ISO 26000, the GRI Standards, the principles of the UN Global Compact, the SDGs, and the SASB
Materiality Map, among others, and through dialogue with experts in various fields and with representative stakeholders.

The NEC Sustainability Advisory Committee, in which the CFO and officers engaged in sustainability promotion consult with external experts on sustainability,
was established in 2022 to serve as a place for holding high-level discussions on the theme of materiality that contribute to improving both corporate and social
value and identifying the Company’s direction in times of high uncertainty and rapid change, leading to improvements in sustainability-related initiatives.

Starting in fiscal 2025, the committee has been holding discussions on the theme of how to not only reduce sustainability-related risks but also how to link
sustainability to growth with the aim of achieving sustainability-driven management.

@ For more details on the NEC Sustainability Advisory Committee, please visit the website below.
https://www.nec.com/en/global/sustainability/management/advisory_committee.html

(From left to right)

Peter David Pedersen (Chair) Co-Founder, Next Leaders’ Initiative for
Sustainability (NELIS) Masaru Arai Chair, Japan Sustainable Investment
Forum (JSIF) (until March 2024) Asako Nagai Managing Director, Business
for Social Responsibility (BSR) Hiroyuki Horii Senior Managing Executive
Officer and Chief Sustainability & Strategy Officer, Sumitomo Mitsui Trust
Asset Management Co., Ltd. Osamu Fujikawa CFO, NEC



https://www.nec.com/en/global/sustainability/management/advisory_committee.html
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NEC’s Approach to Materiality for Increasing Corporate Value

I Materiality Risks and Opportunities
The risks and opportunities for each of our material issues (materiality), and the measures we are taking to respond to them, are as follows. NEC is working to appropriately manage risks and expand
opportunities in order to facilitate a flexible response to unexpected changes that may occur.
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Materiality

A Society That Enables Well-being through
the Digitalization of Government and
Financial Institutions (DGDF)

Risks

« Widening regional differences in government services due to
Japan’s aging population and the so-called “digital divide,”
as well as increasing wealth polarization and disparity

Value Creation
Process

Value Creation
Initiatives

Opportunities

« Collaboration and integration with government, finance, and various

other industries

« Expansion of user base for advanced asset management advice and

asset transactions

Systems that Support
Value Creation
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» [1)P.22 Digital Government / Digital Finance
) @ Digital Government
) @ Digital Finance

Stress-free Communication with Low
Environmental Impact (Global 5G)

« Environmental burden due to increased energy consumption
by telecommunications equipment

« Increased demand for solutions that enable efficient traffic

accommodation, network construction, flexible network operation,

and carbon neutrality
« Increased emphasis on secure communications

) [1) P24 Telecom Services
» @ 56

Transforming Society and Industry with the
Power of Digital Technology (Core DX)

« Delays in implementation in actual business due to a lack of
human resources with DX expertise and difficulty in creating
road maps

« Continued IT demand due to digitalization of both society
and enterprises

« Increased adoption of cloud-based services that use digital technologies

»[LJP.21 1T Services in Japan
) @) NEC BluStellar (in Japanese only)

Living Freely in Our New Era of Healthcare
and Life Science

« Delays in collaborations and market growth

«Increasing demand for healthcare that uses cutting-edge technologies

such as Al

) [1J P31 Healthcare and Life Science Businesses
) @) Healthcare and Life Science

Driving Carbon Neutrality for Our Customers
and Society

Environmental Action with a Particular Focus
on Climate Change (Decarbonization)

« Increased costs due to the introduction of carbon pricing and
CO:2 emission levels
« System failure from natural disasters

« Increasing demand for ICT solutions to realize carbon neutrality

) [1JP.31 Green / Carbon Neutrality-related Businesses, Al Farm Management
(Agriculture)

) @ Environmental Solutions (in Japanese only)

) @ Agricultural ICT Solutions

) @ Adaptation Finance

) @ Securities Report for Fiscal 2024 (in Japanese only),
P.23 “The NEC Group’s Climate Change Strategy, Indicators, and Targets”

» [1) P.36 Environmental Initiatives: Living Harmoniously with the Earth to Secure
the Future

» [E) P.20 Climate Change Countermeasures

Security to Maximize ICT Possibilities

« Information leaks, unauthorized access, system failure

« Development of security professionals
« Provision and operation of robust information systems

» [1)P.28 Innovation: R&D and Business Development
» [E)P.81 Information Security and Cybersecurity

Provision and Utilization of Al with Respect
for Human Rights as the Highest Priority
(Al'and Human Rights)

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

« Strengthening competitiveness

» [1)P.28 Innovation: R&D and Business Development
) [E) P.68 Respect for Human Rights  P.74 Al and Human Rights
P.77 Personal Information Protection and Privacy
P.81 Information Security and Cybersecurity P.114 Innovation Management

Diverse Human Resource Development and
Cultural Transformation

« Harassment

(designated as a Priority Risk in fiscal 2024 and fiscal 2025)
« Long working hours (designated as a Priority Risk in fiscal 2025)
« Difficulty in securing and developing human resources

« Greater organizational strength through improved employee
engagement

» [1) P.34 Human Resource Strategy: NEC, for Those Who Seek Challenge
) [E)P.41 Human Capital Management P43 Inclusion and Diversity
P.50 Hiring, Retention, and Compensation
P.55 Human Resource Development
P.60 Occupational Health and Safety and Work-Life Balance

Corporate Governance Aiming to
Continuously Create Social Value and
Maximize Corporate Value

« Inadequate accounting processes
« Mismanagement of confidential information

« Acquisition of trust from society

) [1) P.6 Message from the President  P.17 CFO Message
P.20 Business Strategy  P.40 Corporate Governance

» [E) P.96 Corporate Governance

Supply Chain Sustainability through
Collaboration and Co-creation with Suppliers

« Risks of human rights violations in the value chain

« Collaboration and co-creation with suppliers

» [E)P.108 Supply Chain Management

Compliance as a Company That Creates
Social Value

« Compliance breaches (illegal acts, fraudulent acts)

« Compliance with quality and safety laws and regulations
(designated as a Priority Risk in fiscal 2024 and fiscal 2025)

« Enhancing the quality of project contracts (designated as a
Priority Risk in fiscal 2024 and fiscal 2025)

« Acquisition of trust from society

) [E) P.68 Respect for Human Rights  P.74 Al and Human Rights
P.77 Personal Information Protection and Privacy
P.81 Information Security and Cybersecurity P.88 Quality and Safety
P.96 Corporate Governance P.98 Risk Management P.103 Compliance
P.108 Supply Chain Management

[1): NEC Integrated Report 2024 [E]: NEC ESG Databook 2024
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https://www.nec.com/en/global/solutions/finance/
https://jpn.nec.com/dx/
https://jpn.nec.com/sustainability/ja/pdf/esg_data2024.pdf#page=69
https://jpn.nec.com/sustainability/ja/pdf/esg_data2024.pdf#page=69
https://www.nec.com/en/global/solutions/digitalgovernment/
https://www.nec.com/en/global/solutions/finance/
https://www.nec.com/en/global/solutions/5g/index.html
https://jpn.nec.com/dx/
https://www.nec.com/en/global/solutions/healthcare.html
https://jpn.nec.com/solution/environment/
https://www.nec.com/en/global/solutions/agri/index.html
https://jpn.nec.com/energy/cop28/en/NEC_COP28_AdaptationFinance01_en.pdf
https://jpn.nec.com/ir/pdf/securities/2023/2023186_04.pdf#page=25
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=21
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=82
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=69
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=78
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=82
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=115
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=75
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=42
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=51
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=56
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=61
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=44
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=97
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=109
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=69
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=78
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=82
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=89
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=97
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=99
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=104
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=109
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=75
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Completion of the Third Year of Mid-term Management
Plan 2025

Three years have already passed since my appointment as
CFO, and I have now entered my fourth year of tenure. Mid-
term Management Plan 2025, which we announced in May
2021, has already passed its halfway point and is now in its
final stages. Looking back at fiscal 2024, the third year of the
plan, revenue and non-GAAP operating profit exceeded our ini-
tial forecasts, due in part to the continued strong performance
of our domestic IT services business and growth in our national
security business. For fiscal 2025, we are projecting revenue
of ¥3,370.0 billion and non-GAAP operating profit of ¥255.0
billion. Revenue is expected to decrease by 3.1%, mainly due
to Japan Aviation Electronics Industry, Ltd. no longer being

a consolidated subsidiary, but we expect both the IT Services
and Social Infrastructure businesses to see an increase in rev-
enue, as the Company plans to take advantage of the contin-
ued strong demand in the domestic IT services and aerospace
and national security domains to firmly seize business

Logic Tree for Improving Corporate Value
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opportunities. We will also continue to work on improving
profitability, and plan to achieve a year-on-year increase in
non-GAAP operating profit of ¥27.4 billion. At around double
the fiscal 2021 level, the target of ¥300.0 billion in non-GAAP
operating profit set forth in Mid-term Management Plan 2025
initially appeared to be a rather challenging hurdle, but we
are now starting to see a path to achieving it.

While revenue and non-GAAP operating profit are impor-
tant indicators, we also need to improve our valuation multi-
ples, generate stable free cash flows, and optimize financial
leverage if we are to achieve our ultimate goal of enhancing
corporate value. As a framework for achieving the goals set
forth in Mid-term Management Plan 2025, we have set a target
level of corporate value to be achieved by the end of fiscal
2026, the final year of Mid-term Management Plan 2025, and
are working to achieve this by creating a road map and set-
ting clear milestones in a logic tree, which we incorporate into
our action plan and review on a regular basis. In the next sec-
tion, I will focus on the activities | am responsible for as CFO
as we work to achieve our target level of corporate value.

— Further growth
Change in

Business incubation

: : — Business model reforms
valuation multiples

Growth businesses

— Improve profitability
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— Other cash flows ~E
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CFO Message

Measures to Improve Profitability of Low-profit
Businesses

To increase profits, | believe that it is important to improve the
profitability of base businesses in parallel with the develop-
ment of growth businesses, and, as CFO, | am taking a hands-
on approach to monitoring the improvement of particularly
low-profit businesses. Businesses that do not meet the set
hurdle rate are defined as low-profit businesses. | am working
with the relevant business units to identify structural issues
related to profitability and formulate improvement plans, and
| regularly monitor the progress of these initiatives. At the start
of Mid-term Management Plan 2025, there were 16 businesses
defined as low-profit businesses, but the number has been
reduced to nine as of the end of fiscal 2024, and the profitabil-
ity of the remaining businesses has also steadily improved. Of
the nine businesses that have successfully exited the group of
monitored low-profit businesses, the mobile backhaul busi-
ness was chosen to be integrated with a partner company.
While considering options such as this, we will continue our
activities to turn around low-profit businesses by the end

of fiscal 2026 as planned. Meanwhile, to prevent high- and

FY2023: Four businesses successfully exited
monitored low-profit business group

FY2024: Five businesses successfully exited
monitored low-profit business group

group

. 9 6
16 busn.nc.esses businesses
¥650 billion ¥550 billion

1.6% » 3%

End of FY2024

End of FY2021

Overview of NEC

businesses
¥340 billion

End of FY2025

Value Creation
Initiatives

Value Creation
Process

medium-profit businesses from becoming low-profit busi-
nesses, we will work to improve profit margins on a permanent
basis through early detection and improvement of businesses
that may present issues when carrying out the annual budget.

Improving Capital Efficiency

To increase free cash flows, it is important to improve capital
efficiency as well as increase profits.

One approach we have taken to this end is to shorten our cash
conversion cycle (CCC). In fiscal 2023, we took strategic measures
including increasing inventory in response to business condi-
tions such as component shortages, but by the end of fiscal
2024, we had almost normalized our operations. Having experi-
enced these changes in the business environment, we have
resumed activities to improve asset efficiency that are in line
with current business conditions. In particular, as we work to
address the vulnerability of supply chains that was brought to
the fore by the COVID-19 pandemic, we are strengthening mea-
sures to ensure thorough management of working capital, as
well as preparing for potential future risks by promoting closer
collaboration between related departments such as sales,

FY2025: Three businesses expected to
successfully exit from monitored

Measures

Systems that Support
Value Creation

0 Follow-up through continuous
monitoring led by the CFO

* businesses

Follow-up monitoring

End of FY2026 in line with budget progress

Two businesses became low-profit businesses Prevent downturns from high- and medium-profitability levels '7

between FY2022 and FY2024

Note: Figures in circles refer to the number of target businesses monitored by the CFO, and include the total revenues and adjusted profit margin of the targeted businesses.
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manufacturing, and procurement. We are also engaging in ongo-
ing efforts to promote the creation of cash by converting assets
into cash, while taking steps to eliminate cross-shareholdings
and examining the significance of continuing to hold real estate.

We recognize that ROIC should exceed the weighted aver-
age cost of capital (WACC) level expected by the capital mar-
kets, and have set a target of 6.5% for fiscal 2026 (7.0% if no
M&As are implemented). We will first thoroughly ensure that
we meet this standard, and then work to improve upon it
while ensuring consistency with our management strategies,
such as our competitive environment and M&As.

Capital Allocation

Through the measures | have mentioned, we aim to generate
¥1.3 trillion in operating cash flow over the five-year period
from fiscal 2022 to fiscal 2026. Our policy is to retain the cash
generated as surplus funds for investments in areas that will
become growth drivers in the future, as opportunities arise
aimed at increasing corporate value while prioritizing stable
dividends and maintaining financial soundness. We will use
the level of financial soundness currently evaluated by credit
rating agencies as a guideline to be maintained over the
medium term. Our basic policy regarding dividends is to
steadily increase them. In the dynamic ICT market, there is an
abundance of investment opportunities for business expan-
sion. We will maximize returns to our shareholders by translat-
ing these investment opportunities into increased earnings,
and through capital gains from increased corporate value and
stable dividends. We will also make flexible decisions regard-
ing acquisition of treasury stock, considering factors such as
growth investment plans and the level of surplus funds.

Achieving Data-driven Management
We are working to revamp our core systems to enable them

to serve as a management infrastructure that will allow us to
digitally grasp the progress and effects of initiatives like those
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| have discussed so far, as well as the impact of changes in the
business environment, and to respond flexibly and promptly
to these changes. Because NEC works with a variety of prod-
ucts whose characteristics differ from business to business,
there had been no unified Company-wide system for the
process from sales negotiations to contracts and orders. To
address this issue, we have standardized data by establishing
Company-wide criteria for products and pricing and standard-
izing processes. This has enabled us to share information to
the entire Company that had previously only been visible
within individual business units. The first iteration of the new
system for sharing information was launched in May 2023, with
all other releases expected to be made by the end of fiscal
2026. We are beginning to see results emerge through the use
of this system sooner than expected. For example, it is now
possible to instantly view detailed data on the actual status
of operations, enabling us to immediately identify issues and
implement appropriate countermeasures. The system then
enables us to grasp the progress of countermeasures whenever
necessary in the form of data, making data-driven manage-
ment possible. Importantly, this means that an environment
has been created in which everyone from top-level manage-
ment to the relevant personnel can view, make decisions,
and take action based on the same shared data. By further
strengthening internal systems and human resource develop-
ment to make the most of this visualized information, we hope
to utilize the data in a more advanced manner going forward.

Non-financial Strategies Linked to Corporate Value

Positioning non-financial strategies as an important founda-
tion for sustainable growth, NEC not only discloses non-
financial information in response to requests from external
parties but also aims to utilize non-financial information for
the sustainable enhancement of corporate value by further
clarifying the link between non-financial strategies and finan-
cial aspects of the Company. In addition to working to reduce
capital cost over the medium to long term from a risk

Overview of NEC

Value Creation
Initiatives

Value Creation
Process

management perspective, we will leverage the know-how we
have developed through our in-house efforts to address issues
such as climate change and information security to propose
solutions to our customers, leading to expanded business
opportunities and increased free cash flows. We are also work-
ing to further advance and apply causal analysis of indicators
of corporate value and non-financial data and initiatives. One
such example is our analysis of correlations between corpo-
rate value indicators and our “transformation of people and
culture” initiative. To achieve the target employee engage-
ment score of 50% set forth in Mid-term Management Plan
2025, we have identified measures that are expected to have a
particularly significant impact on each organization, and are
narrowing down our focus areas and working to improve our
initiatives with efficiency and effectiveness as key themes. By
using the data we have gathered in this way, we are incorpo-
rating non-financial indicators into data-driven management,
leading to more advanced managerial practices.

In July 2024, NEC issued a sustainability-linked bond 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
(Fundamental Materiality), “Environmental Action with a
Particular Focus on Climate Change (Decarbonization).” The
SDGs-based financing initiatives are the NEC Group’s Purpose
put into practice, and they 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

I have been striving to do my part in achieving the goals of Mid-
term Management Plan 2025 for the past three years since
becoming CFO, but looking back, my appointment came at a
time when the Company was under exceptional operating con-
ditions due to the COVID-19 pandemic. Since then, the Company
has faced further changes in the business environment, such as

Systems that Support
Value Creation

Corporate Data <

a shortage of components and a sharp depreciation of the yen,
and I have been compelled to make management decisions to
minimize the impact of such external factors. From this experi-
ence, | have learned that while it is important to be able to pre-
pare countermeasures for anticipated risks, it is also important
to have a system in place to quickly grasp changes and swiftly
implement countermeasures, given the likelihood that unex-
pected or greater-than-expected risks may occur. In other words,
I have come to believe that the ability to respond resiliently to
changes is crucial. | mentioned earlier that we are beginning to
see a path to achieving the adjusted operating profit target set
forth in Mid-term Management Plan 2025, but geopolitical risks,
abnormal weather events, and other factors mean that the busi-
ness landscape remains uncertain. We will swiftly identify signs
of change and, while making full use of our long-cultivated abil-
ity to respond, we will fully commit to achieving the targets of
Mid-term Management Plan 2025.

From fiscal 2025, we have decided to calculate and disclose
segment performance by properly allocating Company-wide
expenses, which were previously shown as adjustments, to
each segment. We believe that this will make it easier for inves-
tors to make comparisons between NEC and other companies,
help us to gain a more accurate understanding of the state of
operations within the Company, and be particularly effective
in expediting efforts to improve profitability. Since taking office,
I have made changes to the way NEC discloses information,
including reorganizing the Company’s business segments into
IT Services and Social Infrastructure and introducing the dis-
closure of non-GAAP profit. Both changes were implemented
after receiving suggestions in my discussions with investors.
Our aim is not just to disclose information in a way that is easy
to understand but also to share management issues with our
stakeholders and use this to improve the quality of manage-
ment within the Company. I will continue to actively engage in
dialogue and discussion with our stakeholders and will work to
improve NEC’s corporate value while sincerely taking on board
the content of these discussions. | would like to ask for your
continued support and honest feedback.

> L |
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Business Strategy

Business Overview

Advances in technology have led to growing expectations and
demand for ICT systems to play a role in resolving the prob-
lems faced by society and businesses, rather than simply
being a tool for improving efficiency. Companies are working
to reform their business models and implement data-driven
management, while government and public organizations are
making efforts to digitize administration to improve user con-
venience and streamline operations. NEC has been installing
mission-critical systems for a large base of customers, mainly
in Japan, for many years. In addition to our long-cultivated
system development capabilities and knowledge of our cus-
tomers’ industries and operations, we also utilize the latest
technologies in Al, security, and networks to provide optimal
solutions for our customers.

In addition, our overseas IT services business is centered
on the digital government / digital finance domains. Building
on the customer bases and software of the three European
companies we acquired between 2018 and 2020, we aim to
promote the autonomous growth of each company while
expanding regional development by leveraging NEC’s sales
and support systems in Japan and elsewhere in Asia.

Overview of NEC

Value Creation
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Initiatives and Progress under Mid-term Management
Plan 2025

In Japan, the IT services business has made steady progress
by capturing the strong demand for DX, and we foresee con-
tinued growth. Demand for modernization (replacement) is
particularly strong and growing in areas where NEC can make
full use of the know-how it has amassed to date. In addition,
we have also made solid progress in improving profitability,
which is a key issue under Mid-term Management Plan 2025,
by implementing measures such as the system integration
model reform and strengthening of risk management through
NEC BluStellar. We have also been working to meet strong
demand for human resources by aiming to secure more than
10,000 DX specialists by fiscal 2026, and already achieved this
goal ahead of schedule at the end of fiscal 2024. Starting in
fiscal 2025, we have been further strengthening our efforts

by introducing a job-based human resource management
system among other measures, and by securing engineering
resources across the NEC Group.

Abroad, it is taking longer than initially expected to expand
synergies with the three European companies. Meanwhile,
Avalog Group AG’s software business in the DF domain is
seeing progress in the Asia-Pacific region by utilizing NEC’s
sales channels and is also expanding to customers in Japan.
We expect to see profitability improve at an accelerated pace
going forward, as steady progress is being made in reducing
development costs through the sharing of offshore resources,
implementing portfolio transformation such as the sale of
KMD Holding A/S’ low-profit business, and launching Avalog’s
software as a service (SaaS) model.

@ For details on the initiatives and progress of Mid-term Management Plan
2025, please refer to the NEC IR Day materials.
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Revenue
(Billions of yen)
1,914.0 1,950.0
1,754.3 3015 300.0
290.1
1,650.0
FY2023 FY2024 FY2025
results results forecast
W Japan ' International (DGDF)
Adjusted Operating Profit
(Billions of yen)
9.6% 9.8%
8.1% 184.1 192.0
19.0 (6.3%) 24.0(8.0%)
141.3
18.4 (6.4%)
168.0
(10.2%)
FY2023 FY2024 FY2025
results results forecast

W Japan ' International (DGDF)
@ Adjusted operating profit ratio
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Business Strategy

IT Services in Japan

W Customer base, industry, and business know-how
cultivated over many years

M Systems and resources that can consistently meet
customers’ DX needs from upstream consulting to
implementation, operation, and maintenance

M A wealth of use cases:
Proven track record in mission-critical system operation,
as well as leading-edge DX cases that NEC has imple-
mented and amassed by using itself as a testing ground

M An abundance of DX talent:
More than 10,000 DX specialists
Training programs aimed at increasing the number of
DX specialists

Overview of NEC

Value Creation Value Creation
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I Strategy

Consistent Value Creation from

Consulting through to Building and Operation

As the scope of ICT applications expands, the need to view
their use from a management perspective is becoming increas-
ingly important. At the same time, there are many cases where,
despite having formulated an articulate vision, the actual
system introduction and practical application stages do not go
smoothly. Together with ABeam Consulting Ltd., a company
that boasts some of the best consulting resources in Japan,
NEC provides consistent value based on its proven track record
and collaboration between engineers. We are also working to
create model cases for DX by forming strategic partnerships
with leading companies in various industries.

Business Model Reform via Common Platforms

Products, services, and assets that were previously developed
in an individually optimized manner for each industry and
customer have now been developed and systemized as NEC
BluStellar, a common platform in the form of a menu of ser-
vices based on NEC’s own technologies and expertise. This not
only enables greater speed but also contributes to improving
both the efficiency of service deliveries and profitability
through a business model shift to a value-pricing method.

NEC BluStellar: NEC’s Value Creation Model

(in Japanese only)

Systems that Support
Value Creation
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Contributions toward the Digitalization of Government —
NEC will leverage its years of experience and know-how to
standardize and streamline public administration services,
improve convenience for the public, provide a digital infra-
structure, and help to expand the use of Japan’s Individual
Number System (My Number Card). In the digitalization of
government, both a high level of security quality is required,
as well as speed, flexibility, and productivity for the imple-
mentation of systems, and we will ensure an optimum
balance of such factors in compliance with government
guidelines. In Denmark, a country at the forefront of govern-
ment digitalization, NEC is working with KMD, a company that
has supported such efforts, and is actively proposing solu-
tions based on KMD’s expertise in breaking down the digital
divide and resolving digitalization issues.

Seizing of New Business Opportunities
We are working to seize IT-based business opportunities that
have become viable as a result of technological advances.
Specifically, we will lead social change through new solutions
for social issues, using cutting-edge Al and network technolo-
gies in areas such as smart city projects aimed at realizing the
Digital Garden City National Concept, and mobility projects
that coordinate transportation infrastructure and mobility to
realize a safe and secure transportation society.

Leveraging NEC’s advanced knowledge across industries backed by a proven track
record and cutting-edge technology honed through years of development and
operation, NEC BluStellar is a business brand that creates value to lead customers
into the future by realizing business model innovation and resolving social and
customer management issues.
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Business Strategy

Digital Government / Digital Finance

W Customer base of the three acquired companies and the
knowledge gained from their respective track records of
delivering results

NEC Software Solutions UK Limited (SWS): Provides tax
collection and social security benefit systems for 45% of
local governments in the United Kingdom

KMD Holding A/S (KMD): Over 50% market share in
administrative solutions for local governments in
Denmark, which is at the forefront of the digitalization
of government

Avalog Group AG: Top market share in Europe and
second in the Asia-Pacific region for core banking
systems for wealth management

M Al and biometric authentication technology for realizing
advanced solutions

Overview of NEC

Value Creation Value Creation
Process Initiatives

I Strategy

Geographical Expansion of Business Areas

We will be rolling out the software of SWS and KMD, which
have a strong track record of delivering results in the United
Kingdom and Denmark—two digitally advanced countries—
and the expertise in promoting government digitalization,
to the Asia-Pacific region and Japan, where NEC has selling
power. We will also accelerate sales in the Japanese market
and beyond by expanding the value provided through
Avalog’s innovative solutions in the wealth management
domain and its strategic partnership with BlackRock, Inc.

Systems that Support
Value Creation
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Business Portfolio Transformation
We aim to improve profitability by focusing more closely on
the software businesses of the three European companies and
promoting a shift to an SaaS model. We will also continue to
work on carve-outs of low-profit businesses, as well as bolt-on
M&As to expand our business domains and customer base.

Improvements in Development and
Operational Efficiency
We will pursue cost synergies by engaging in procurement
across the NEC Group as a whole. We also aim to improve
productivity and sharpen our competitive edge through

The Three European Companies

the mutual utilization of assets, such as through offshore
development systems.

NEC Software Solutions UK
Limited (SWS)

KMD Holding A/S (KMD)

Avalog Group AG

NEC

NEC Software Solutions UK

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

Acquired in 2018

B KM

An NEC Company

KMD is Denmark’s largest IT company with
a strong customer base in the government
and municipal sectors and wide-ranging
platforms, which it has leveraged to
support digitalization of the Danish
government.

Acquired in 2019

avaloq

An NEC Company

The Swiss software company Avaloq pri-
marily engages in recurring business from
the provision of software to financial insti-
tutions via an SaaS business model. The
company holds the top market share in
Europe and ranks second in the Asia-
Pacific region.

Acquired in 2020


https://www.necsws.com/
https://www.kmd.net/
https://www.avaloq.com/
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Business Overview
NEC has long been contributing to society through its Social
Infrastructure business utilizing cutting-edge technology.

We have been involved in the telecom services industry
since our founding, and in addition to providing infrastructure
such as fixed-line and wireless telecommunications equip-
ment and submarine cables for telecommunications carriers,
we also provide a wide range of services, including facility
management and billing management software that is neces-
sary for telecommunications carrier operations. In recent
years, network connections have gone beyond the scope of
smartphones and computers to include a variety of sensors,
home appliances, automobiles, medical devices, and other
items, and are truly underpinning the foundation of today’s
digital society. In addition, as network traffic increases, the
environmental impact of the increased power consumption
of telecommunications equipment is becoming an issue that
must be addressed, and we are working on solutions to
ensure that telecommunications carriers can operate their
businesses efficiently and flexibly.

Utilizing IT systems, sensors, and network technologies,
the Aerospace and National Security (ANS) business provides
equipment and systems, primarily to government agencies,
in the ANS domains. Specifically, we provide satellites and
ground systems for controlling them, as well as radar equip-
ment, and secure communications equipment. In recent
years, there has been growing optimism about the use of new
technologies in interdisciplinary fields, such as the use of
space data, for example, using data collected from satellites
to monitor disasters and reduce damage, such as through
rapid recovery and relief activities, and the construction of
optical networks in space that connect satellites.

Overview of NEC

Value Creation Value Creation
Process Initiatives

Leveraging the advanced technological capabilities we
have amassed to date, we will contribute to resolving issues
through a wider range of applications in both the private and
public sectors.

Initiatives and Progress under Mid-Term Management
Plan 2025

In the Telecom Services business, we have positioned the
global 5G business, including in Japan, as a growth business
under Mid-term Management Plan 2025. Investment from
telecommunications carriers in 5G has fallen short of initial
expectations. As such, starting in fiscal 2024, we promoted a
shift in our operations to prioritize profitability by reducing
upfront costs for overseas expansion. We will shift to virtual-
ized base stations (VRAN), which are expected to expand in
popularity in the coming years, and will also leverage partner-
ships such as that with OREX SAl, INC. to develop our busi-
ness as a more efficient and profitable business model.

In the ANS business, medium- to long-term demand is
increasing more than initially expected when Mid-term
Management Plan 2025 was formulated, due to an increase in
the government’s defense budget in accordance with Japan’s
Medium-Term National Defense Program and the integration
of space policy and national security policy. Leveraging the
advanced technological capabilities we have cultivated to
date, we will firmly seize new business opportunities and link
them to businesses expansion.

For details on the initiatives and progress of Mid-term Management Plan
2025, please refer to the NEC IR Day materials.

Systems that Support
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2452 276.1
799.5 801.3 830.0
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results results forecast

Telecom Services  Aerospace and National Security (ANS)

Adjusted Operating Profit

(Billions of yen)

8.6%

101.0

27.0
(7.9%)
4.4%
55.1
45.7
279
20.1 (10.1%) K
(8.5%) ) (8.9%)
24.9 273
(3.1%) (3.4%)
FY2023 FY2024 FY2025
results results forecast

Telecom Services  Aerospace and National Security (ANS)
@ Adjusted operating profit ratio
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Telecom Services

Strengths

Assets and know-how based on track record of building
and operating mission-critical systems

Wide range of technologies and proposal capabilities
Fixed and mobile networks, advanced optical communi-
cations technologies in submarine cables, software such
as 0SS/BSS

Overview of NEC

Value Creation Value Creation
Process Initiatives

I Strategy

Transition to High-Value-Added

Business Centered on the Software Domain

Amid the ongoing downward trend in investment from tele-
communications carriers, we will respond to growing expec-
tations for new technologies by shifting to open mobile
communications networks and making them more software-
based to achieve efficient and flexible network operations.
To do so, we will focus on the following areas as we develop
DX solutions for telecommunications companies.

« Virtualization of telecom functions: By providing vVRAN,
which delivers base station functionality through software on
commodity platforms (on-premise, cloud) rather than dedi-
cated hardware, it is possible to achieve flexible and rapid ser-
vice changes and improve fault tolerance.

+ Advancing operational support through Al: By incorporat-
ing Al into OSS previously provided by Netcracker
Technology Corporation, we will achieve efficient manage-
ment of network systems, which are becoming more com-
plex due to factors such as the shift to open systems, and
promote DX for telecommunications carriers. As the virtual-
ization of base stations continues, system compatibility will
increase even further.

Initiatives to Realize Future Networks

Toward the realization of our Beyond 5G vision and the
Innovative Optical and Wireless Network (IOWN) concept, we
aim to expand our business on a global scale by advancing
our business alliance with NIPPON TELEGRAPH AND
TELEPHONE CORPORATION (NTT) and increase international
competitiveness through joint development and research of
products and technologies that will create new value. At the
same time, we will contribute to the realization of carbon
neutrality in the telecommunications industry as a whole
through power efficiency and renewable energy solutions.

Systems that Support
Value Creation
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Seizing Business Opportunities in the Area

of Submarine Cables

The market for submarine cables as international communica-
tion lines to handle increasing global data traffic is growing,
and investment by global service providers in addition to tradi-
tional telecommunications carriers is increasing. The Company
will seize business opportunities by differentiating itself from
competitors through advanced optical communications tech-
nology and its strong presence in the Asia-Pacific region.

DX Solutions Aimed at Telecommunications Carriers

Digital Services
Content services Financial services Government Others
Telecom services
Nt

Advanced Operation
through Al

Data collection, analysis, and control

O

Softwarization of Telecom Functions

Streamline opera-
tions and support
digital services

Flexible and rapid
service upgrades
Improved
Central Distributed resiliency

Unit Unit Telecom carrier-
grade quality

Core

Flexible resource allocation

Optimization Optimal
of capital ;
expenditures Nt architecture

Reduced total cost
Cloud of ownership and

high performance

Computer
Platforms

Use of cutting-edge IT



) Value Creation Value Creation Systems that Support
NEC Integrated Report 2024 Overview of NEC Process Initiatives Value Creation Corporate Data

Aerospace and National Security

Strengths
Track record in mission-critical system operation

Technological capabilities cultivated over many years,
covering all areas, from the ocean floor to outer space;
world-leading biometric authentication, Al, and cyberse-
curity technologies

Consistent business structure from in-house develop-
ment through to manufacturing, implementation opera-
tion, and maintenance

I Strategy

Realizing a Safe and Secure Society by Making Extensive
Use of Al from Outer Space to the Ocean Floor

We aim to further advance our long-cultivated individual
technologies, such as radio wave sensing, sound wave sens-
ing, and covert communications. We will also work to build
a next-generation telecommunications infrastructure in the
converging fields of national security, outer space, and tele-

communications, including an optical network in outer space.

New Applications for Data Obtained from Outer Space
We aim to provide solutions that utilize data acquired from
satellites for a wider range of applications in both the public
and private sectors, such as rapid recovery and disaster miti-
gation through the monitoring of disasters.

Examples of Achievements

< > 0O s

National Security

Aerospace
IT systems
Air traffic control systems
Sensors
Satellites
Networks

Optical communications
systems

Command and control
systems

Warning and control radars

Field communication
systems

NEC’s Vision for the Social Infrastructure Business

NEC has a wealth of knowledge and strong technological capabilities in the telecommu-
nications industry, including large-scale network systems that form countries’ national
telecommunications infrastructures and submarine cables that connect the world, as
well as in the field of aerospace and national security, including dedicated defense net-
works that can be drawn upon in times of disaster, optical communications technology
that utilizes submarine cables, and underwater acoustic communications. We create
and provide new social value by combining these strengths. We also aim to achieve net-
work architecture that utilizes outer space, which we believe will change the world by
enabling information to be shared in real time by anyone, anywhere, even in areas with

few base stations or in mountainous regions.
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Financial Strategy

Mid-term Management Plan 2025 is driven by a fundamen-
tal policy in which we continuously improve our ability to
generate cash from our business activities by maximizing
long-term profit and optimizing short-term profit, and
enhance corporate value through active investment.

I Free Cash Flows

In fiscal 2024, free cash flows totaled ¥195.2 billion, a year-on-
year increase of ¥92.7 billion. Cash flows from operating activi-
ties increased ¥18 billion due to a rise in adjusted operating
profit, and working capital saw a year-on-year increase of
¥119.1 billion, due to the receipt of advance payments for
large-scale projects and the collection of accounts receivable
accumulated at the end of fiscal 2023, in addition to the

Free Cash Flows
(Billions of yen)

Overview of NEC

Value Creation
Initiatives

Value Creation
Process

approximately ¥101.0 gained from reducing inventories that
had been strategically built up through the end of fiscal 2023.
Meanwhile, cash flows from investing activities increased
¥26.4 billion due to a reactionary decrease in asset sales in
fiscal 2023 and investment in data centers.

I Activities for Shortening Our Cash Conversion Cycle
Our cash conversion cycle (CCC), which we have been work-
ing to shorten since the previous mid-term management plan
to improve asset efficiency, lengthened in fiscal 2022 due to
factors such as the strategic buildup of inventories to cope
with component shortages, but by reducing these inventories
through the end of fiscal 2024, we shortened the cycle by
three days from the end of the previous fiscal year to 67 days.

Systems that Support
Value Creation
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I Cross-Shareholdings

In April 2020, we set guidelines for eliminating cross-
shareholdings. All cross-shareholdings possessed by NEC are
subject to comprehensive annual review by the Board of
Directors, in which the Board clarifies the strategic value of
each holding and considers returns in terms of capital cost
and other perspectives. If the Board accepts the rationale

for a holding, it is kept; if not, it is sold. We have reduced our
cross-shareholdings in listed companies (excluding deemed
holdings) from 108 at the end of fiscal 2020 to 27 at the end of
fiscal 2024. For the remaining 27 cross-shareholdings, includ-
ing those which we have already agreed to sell, we have
achieved a reduction of roughly 80% in terms of the number
of cross-shareholdings, and we will continue our efforts in
this regard. In January 2024, the Company sold its shares in

Sales of Investment Securities (excluding deemed holdings)

(Billions of yen)

Significant Increase in Working Capital Due to Inventory Reduction

66 days 704da1 s
o —

271.2

FY2022 FY2023 Fy2024

67days — @ Cash conversion cycle

Bookvalue 115.8

Listed companies
Cash flows from operating
activities
Free cash flows

Non-listed companies*

FY2020

Number of cross-

Cash flows from investing

activities (listed companies)

Non-listed companies 206

* Excluding alliance companies

shareholdings 108

Sales: Sales: Sales: Sales:
¥96.3 billion ¥19.5 billion ¥19.6 billion ¥16.3 billion

96.7 Fair value
fluctuation,

etc.
”””””””” ¥ 657
21.7
FY2021 FY2022 FY2023 FY2024
63 52 33 27
193 176 137 113
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Renesas Electronics Corporation, which were deemed hold-
ings that had accounted for the largest proportion of its hold-
ings of shares in other companies, for ¥174.9 billion. As for
non-listed stocks, there are some that will take time to elimi-
nate due to the circumstances that surrounded them from
the time of investment, but we have reduced holdings in
unlisted companies from 206 at the end of fiscal 2020 to 113
at the end of fiscal 2024. In addition to cross-shareholdings,
the Board also assesses the significance of continuing to hold
real estate and other assets and actively promotes the con-
version of such holdings into cash.

I Capital Allocation
Our basic policy on capital allocation under Mid-term
Management Plan 2025 remains unchanged, as we continue

Profit Cycle and Capital Allocation

Shareholder
returns
¥0.2 trillion

Base investments
¥0.8 trillion

(of which, ¥0.3 trillion
in compliance with
IFRS 16)

Growth
investments
¥0.5 trillion

Investing CF
Financing CF
¥0.2 trillion

Revenues Expenditures

1CF=Cash flow
2 FY2022-FY2026 total

Overview of NEC
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to place the highest priority on growth investments while
maintaining financial soundness. We will continue to explore
investment opportunities in growth areas to enhance our cor-
porate value, and to date, we have conducted a total of ¥35
billion in bolt-on M&As to strengthen the business portfolios
of the three European DGDF companies acquired under the
previous plan. Taking into consideration our current financial
situation, we are looking to invest a total of ¥500 billion in
future growth, while maintaining our current rating level.

In addition, we intend to steadily increase dividends, plan-
ning full-year dividends of ¥140 per share for fiscal 2025 and
¥160 per share for fiscal 2026, the final year of Mid-term
Management Plan 2025, in line with the projected increase
in profit levels.

ROIC

4.7% 3.9% 4.7% 5.0%

Systems that Support
Value Creation

FY2025

FY2021 FY2022 FY2023 FY2024
result result result result (forecast as of
April 26, 2024)
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We will make decisions on the purchase of treasury stock
in a flexible manner, taking into consideration the level of
surplus funds and other factors.

I Capital Cost-Conscious Management

We are aware that the markets assume NEC’s WACC to

be around 6.5%, and if we meet the goals of Mid-term
Management Plan 2025, ROIC is expected to be 6.5% in the
case of M&As, and 7.0% without M&As. We recognize that our
WACC should exceed the level expected by the market and
will manage it in a way that is consistent with the competitive
landscape and our business strategy so that we can achieve
even higher levels in the future.

FY2026

target

6.5%
In the case of M&As

5.90/0 7.00/0

In the case of
no M&As
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Innovation: R&D and Business Development

Since its founding, NEC has developed a variety of propri-
etary technologies in the area of ICT to support social
infrastructure and mission-critical systems. We believe
that a key component to realizing the NEC 2030VISION in

a so-called VUCA! world is working toward R&D co-creation,
expanding open innovation, and venturing into new
domains to create businesses that can impact society.

1VUCA: Volatile, Uncertain, Complex, and Ambiguous

NEC’s Technological Capabilities

NEC possesses many of the world’s leading technologies in
the fields of Al (biometrics, image recognition, and analysis/
prescription Al), telecommunications, and security. These
technologies are NEC’s greatest differentiating factor. As proof
of this, we boast one of the world’s highest numbers of pat-
ents held and papers accepted by leading international
academic conferences. In particular, in the field of facial
authentication, we have been ranked No. 1 in benchmark
testing multiple times2 These advanced technological capa-
bilities are key assets that will lead to NEC’s future growth.

2 Ranked No. 1 multiple times in facial authentication benchmark testing held by the

U.S. National Institute of Standards and Technology (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.

Ratio of R&D Expenses to Revenue
(Billions of yen)

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 medium
to long term, independent of any external trends.

Our R&D efforts are focused on basic research, which cre-
ates functions from knowledge, and applied research, which
creates customer value from functions.

In basic research, we have defined six core technology
areas—Recognition Al, analytical Al, control Al, security, net-
working, and system platforms—and are working to create
new functions and bring about overwhelming innovation in
existing functions.

In applied research, we are engaged in efforts to embody
functions realized in fundamental research as new value
delivered to customers and society.

FY2022 FY2023 FY2024 FY2025
results results results forecast

M W R&D expenses @ Ratio of R&D expenses to revenue

+ Machine learning: Number of papers accepted by
leading international academic conferences?:
Al Ranked 10th in the world
(including biometrics)  «Video and image processing: Number of papers
accepted by leading international academic con-
ferences* No. 1in Japan

For third-party evaluations of NEC biometric authentica-
tion, Please visit the website below.
https://www.nec.com/en/global/solutions/biometrics/
index.html

+ Optical communication:

Communication o . . .
Acceptance of papers by leading international academic conferences® for 46 consecutive years

+ Receipt of IPSJ Yamashita SIG Research Award for Cyber Security, Computer Security Symposium 2021

Security (CSS 2021), and numerous other awardss for research papers
« Biometric authentication, video analytics, and
Patents * Top 100 Global Innovators global survey of patent analysis/prescription Al: Number of international

o .
activities”: Selected for 13 consecutive years patent applicationsé: No. . in the world

3 NeurlPS, ICML, KDD, ECML-PKDD, ICDM 4 CVPR, ICCV, ECCV, ACCV, ICPR 5 Communication: OFC/ECOC
6 Security: ACM, CCS, Eurocrypt, IEEE S&P, etc. 7 Top 100 Global Innovators: https://clarivate.com/top-100-innovators/
8 Number of international patent applications: Cumulative number of applications as of November 2023 (NEC Corporation)

For the latest on R&D, please see the NEC Innovation Day presentation on the Management Strategy Meeting / Business Briefing section of our website.
https://www.nec.com/en/global/ir/events/pr/others.html


https://www.nec.com/en/global/ir/events/pr/others.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
https://www.nec.com/en/global/solutions/biometrics/index.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
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Converting R&D Results into Social Value

To quickly connect technologies accumulated through R&D to
the resolution of social issues and the creation of other new
social value, NEC is engaged in the following three approaches.

1. Provision of new value leveraging existing businesses
2. Utilization of intellectual property to contribute to business
3. Creation of new businesses as the next pillars of growth

1. Provision of New Value Leveraging Existing
Businesses
To convert cutting-edge technologies into social value, it is
important to incorporate them into society as quickly as
possible. At NEC, we are making efforts to more quickly reflect
customer needs and achieve product commercialization
through the establishment of a seamless system of collabora-
tion with the business side from the R&D stage onward.

We are working to quickly provide customers with solu-
tions based on numerous NEC technologies by incorporating
them into NEC BluStellar’s offering menu. This enables us to
make optimal proposals using leading-edge technology to
give us a competitive advantage, and also leads to improved
profitability through the repeatable provision of services.

In addition, to contribute to the advancement of infrastruc-
ture for realizing a safe and secure society, we are working
on the development of advanced technologies such as next-
generation high-speed, high-capacity telecommunications,
quantum cryptography, and integrated networks in space,
while discussing and sharing future concepts with the relevant
government agencies and companies.

R&D

Business

Creation of
high-level, advanced
technologies

Rapid
commercialization
reflecting customer
needs

Overview of NEC
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12. Utilization of Intellectual Property to Contribute
to Business

Systems that Support
Value Creation

Intellectual Property Policy
NEC regards intellectual property (IP) as an important manage-
ment resource that promotes business competitiveness and
stability, as well as co-creation with customers and partners. To
realize the NEC 2030VISION, we are contributing to the enhance-
ment of corporate value through building broad utilization of an
effective IP portfolio by concentrating resources on IP in Mid-term
Management Plan 2025 growth business areas and in technology
areas that will create the next pillars of growth.

In recent years, there has been an increase in opportunities
for the wide-ranging use of IP in ICT, including Al and biometric
authentication. In addition to the conventional uses of IP for
business defense and expansion, as well as co-creation with cus-
tomers and partners, we are working on a fundamental reform of
the process involved in the creation, use, and framework for the
promotion of IP aimed at increasing revenue through the provi-
sion of IP.and IP licenses to the extent necessary.

Furthermore, NEC is strategically engaged in standardiza-
tion activities with the aim of expanding business in growth
areas. In particular, in important technological fields such as
Al, biometric authentication, and telecommunications, NEC
holds important positions such as chairman of the Japanese
Industrial Standards Committee, while playing a leading role
in standardization activities within and outside Japan.

and Foundation for Activities

Promotion Framework
To build and utilize our IP portfolio on a global scale, we have
appointed IP managers in business units and at Group com-
panies, and established IP centers in North America, Europe,
and China. In addition, in terms of the promotion of standard-
ization, we have established an internal collaboration system
centered on the Liaison Committee for Company-wide
Standardization Activities, which is made up of members
selected from across the Group, with the aim of expanding
our businesses through standardization.

< > O o

Corporate Data

Specific Plan of Action fi

Property Management Di

® Build and update IP portfolio to achieve the goals of

Mid-term Management Plan 2025, including those in

relation to NEC BluStellar

® Expand coverage of IP portfolio to include industrial know-
how and copyrights in addition to patents and designs

© Expand design and trademark rights that support global
brands

® Promote integration of IP and design (received
Distinguished Service Award for Design Management from
the Japan Patent Office in fiscal 2024)

@ Strengthen use of IP portfolio

® Support commercialization through external collabora-
tions (NEC X, BIRD INITIATIVE, etc.)

® Commercialize licensing, establish as stable source of
revenue and reinvest it in the creation of social value
and IP

@ Establish new KPIs to manage and evaluate the cre-

ation and utilization of an effective IP portfolio.
Monitor cost-effectiveness

@ Strengthen global IP governance. Strengthen imple-

mentation systems and refine utilization strategies by
increasing the number of global specialists, hiring
attorneys and accountants, and other measures

Utilization of
IP Portfolio

Strengthening IP Portfolio

Copyrights Patents

Brand building

Strengthening of human
resources and systems

@
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@ For IP-related policies and initiatives, please visit the website below.

https://www.nec.com/en/global/intellectual-property/index.html


https://www.nec.com/en/global/intellectual-property/index.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
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13. Creation of New Businesses as the
Next Pillars of Growth

In the development of new businesses, the NEC Group will
use its globally strong technologies in Al-related, healthcare
and life science, and carbon neutrality-related fields to pro-
mote commercialization through collaboration with leading-
edge customers and research institutions, including overseas,
and by using the new business development know-how and
methods that it has cultivated in recent years. The NEC Group
targets the creation of ¥300.0 billion in business value by 2025
and will take on the challenge of creating business value
through a variety of co-creation methods.

New Business Creation Management Policy

NEC’s new business creation starts by gathering ideas both in-
house and from global sources of wisdom, including technol-
ogy seed-oriented and market-oriented proposals. We will
steadily nurture new business while controlling risk, based on
the new business creation process that we have systemized
over five years of efforts. In addition, we are not limiting our-
selves to in-house commercialization, but are also consider-
ing a variety of options based on individual characteristics,
such as in-house commercialization and the establishment
of start-ups and joint ventures (JVs) with external partners.

@ For details on initiatives for developing new businesses,

please visit the website below (in Japanese only).
https://jpn.nec.com/innovation/index.html

Overview of NEC
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NEC Business Innovation Process

Systematized process

Business Idea Commercialization Form

for new business creation

Establishment of

NEC Group new businesses within NEC

GENERATE IDEATE DEVELOP  LAUNCH Commercialization within the

company that makes a proposal
(BIRD INITIATIVE)

Partner companies

Silicon Valley entrepreneurs }

Define the overall process based on }
the Lean Startup methodology

Business alliances

Start-up discovery (CVC)

NEC Orchestrating Future Fund
I\ Hd e Set up a stage gate to determine

Decision whether or not to invest .

NEC Innovation Challenge Establishment of JVs

(open contest) Project Third-party assessment of maturity

AEINENT I and business value
Proposals from

generalcon‘.\par)ies and Human Operate a mutual learning and Start-ups
research institutes CEHTE Y information-sharing community for
DA LTI business development personnel



https://jpn.nec.com/innovation/index.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
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Examples of New Business Creation Initiatives

Healthcare and Life Science Businesses @

NEC is developing the following businesses based on strengths

in Al technologies.

® Electronic medical records and hospital DX
Supporting hospital management efficiency and improved
medical quality through the use of generative Al to create
medical documentation, etc.

® Health promotion and medical test service (FonesVisuas)
Measuring various proteins from a small amount of blood, and
visualizing disease risk and health status using Al and big data
analytics technologies

® Al drug development
Developing vaccines utilizing cutting-edge Al technology,
spanning the biomedical science and ICT domains, with
a focus on personalized cancer vaccines
(Examples: Personalized cancer vaccines, universal vaccines
design that utilizes Al, etc.)

Al Farm Management (Agriculture) @

Using soil moisture data and satellite image data, this system
visualizes field conditions necessary for farming, and provides
farming advice and harvest control using Al to achieve

optimization.
® Kagome Co., Ltd. and NEC established DXAS Agricultural
Technology, a company that uses Al to provide farming support
for processed tomatoes, in Portugal

Overview of NEC

Value Creation Value Creation
Process Initiatives

Green [/ Carbon Neutrality-related Business @

Strengthening and expanding resource aggregation businesses
that match surplus electricity generated from renewable energy
sources in the market and achieve efficiency and optimization

dotData, Inc. @

® dotData was founded and promoted by a leading NEC
researcher.

® Using Al technologies, dotData automates data analysis pro-
cesses that would otherwise take an extremely long time to
complete manually, thereby shortening the time required and
helping to achieve DX promotion as quickly as possible.

® Completed Series B financing in spring 2022
($74.6 million in total)

Systems that Support
Value Creation
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BIRD INITIATIVE, Inc. @&

® Seven companies, including NEC, a business company, a finan-
cial company, and academia, have invested in this collaborative
R&D project.

© BIRD INITIATIVE creates innovation by combining the technolo-
gies, assets, and human resources of large corporations with
external capital, human resources, and cutting-edge IT, accom-
panying clients as an innovation partner and providing consis-
tent services, from applied research to business launch.

NECX, Inc. @

® Established in California to accelerate new business develop-
ment based on the strength of NEC’s R&D in collaboration with
the Silicon Valley start-up ecosystem

Open innovation

Start-ups
«NEC X

« BIRD INITIATIVE
» NEC Orchestrating Future Fund
« dotData, Inc.

NEC influences the market

New business creation divisions

« Data-driven DX division
« Healthcare organization

Other companies influence the market

Establish new businesses
with JVs / business alignments

« Healthcare and Life science
« Agriculture
« Carbon neutrality

Forming JV /
business
alignment

In-house innovation



https://www.nec.com/en/global/solutions/healthcare.html
https://www.nec.com/en/global/sustainability/eco/index.html
https://bird-initiative.com/en/
https://nec-x.com/
https://www.nec.com/en/global/solutions/dotdata/
https://www.nec.com/en/global/solutions/agri/
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In recent years, there has been increasing attention paid to
generative Al as an innovative technology. In July 2023, NEC
announced its own generative Al, and in December it began
commercial deployment as “cotomi.” This large language
model (LLM), which forms the foundation of generative Al, has
world-class Japanese language processing performance, and
is unique in that it can be customized to meet individual busi-
ness needs by having it learn from company-specific data.

Merits of NEC’s Generative Al

High speed

Ingeniously designed and offering high-speed perfor-
mance, cotomi is also suitable for business system
integration

High accuracy
Advanced learning facilitates highly accurate inferences
in a variety of tasks

Various delivery formats
Utilizing flexible delivery formats, cotomi is able to
provide a secure, highly convenient environment
R&D
Technological research

Prototypes

NEC R&D Technologies

Advanced Al Intelligent platforms

Optimization Simulations

Generative Al Development and Commercialization

This development was made possible by the utilization
of one of Japan’s largest supercomputers for Al research,
built some time ago, and by the technological capabilities
that NEC has inherited and accumulated over half a century
of Al research.

For this generative Al to create social value, it must be uti-
lized in actual business and research settings and facilitate
improved productivity and other outcomes. We launched
an organization comprising generative Al experts, to provide
comprehensive customer support on everything from consult-
ing to system construction, and even human resource training.
Through seamless collaboration between R&D and business
promotion teams, we are accelerating the commercialization
and practical application of generative Al research results.

We have also launched a customer program in which we
work with companies, universities, and other organizations
to come up with helpful ways to incorporate Al while actually
using it. At present, we are working with 15 companies and
organizations to build LLMs specialized for each industry and

Business planning and solutions

NEC BluStellar

Strategic
consulting
Ultra-high-capacity, Offering
common
infrastruc-

high-speed network

Sensing

business, which learns from their business data and knowl-
edge bases, to pursue improved productivity and other actual
benefits of implementation. As a result of these efforts, there
are now cases of individual companies and local govern-
ments utilizing and demonstrating this technology.

We have also commenced sales of an electronic medical
record system incorporating functions that use generative Al
to assist in the creation of medical records and documents.

@ Please visit the website below for examples of NEC generative Al cotomi
utilization (in Japanese only).
https://jpn.nec.com/LLM/index.html#anc-nav06

Commercialization

Value provided to customers



https://jpn.nec.com/LLM/index.html#anc-nav06
https://jpn.nec.com/LLM/index.html#anc-nav06
https://jpn.nec.com/LLM/index.html#anc-nav06
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Innovation: R&D and Business Development
Developing People and Environments to Drive Leveraging Global Strengths to Increase R&D and Business Development Opportunities
Innovation
NEC believes that the power of human resources is essential NEC Laboratories Europe NEC’s Domestic Research Divisions
to Creating innovation. We attract excellent human resources Creation of solutions and technology through Business Development, Healthcare
EU projects and implementation activities and Life Science Business, and

i 0
from all over the world, and approximately 40% of our Tt sy | e e

researchers are global specialists. - - Divisions
o .- . Al Drug Discovery Business Global Bases
In addition to researchers, specialist human resources in . )

- - ) R — ity AS Centers of command for NEC innovations
new business development and IP are critical for the provi- A”C"hmm““' Y
sion and implementation of technological innovations as a EEE :;2 gverapeutlcs BIRD INITIATIVE
social value. We are working to expand our pool of special- h R&D business in Japan centered on
ized talent in each area through external recruitment and co-creation
internal training, while also promoting stronger collabora- NEC X ® NEC Laboratories China
tions betwee_n each function. We are also working to improve Support for establishing start- R&D of network-related (standardization)
the R&D environment so that the talented human resources up company and contributions  PYTerEEE— T w—— and digital solutions
we have gathered can fully demonstrate their abilities. As an toward achieving success
example, NEC has the largest supercomputer for Al research Development of cutting-edge NEC Laboratories Singapore

: . . core technologies

of any company in Japan, which has enabled us to quickly e

develop an LLM that serves as the foundation for generative A e ] local government and customers
Israel Research Cente

Al offering excellent Japanese language processing Eremitamefaarsiadinalones £

capabilities. Astar"c—pr p.owerhouse that rapidly creates.solutlons solutions to address the challenges
combining internal and external technologies . .
of emerging countries

. Corporate Business Intellectual Property
D DIV O Development Division Management Division

Researcher >< Business Accelerator >< IP Specialists
G"(’E)al_l}gs'l‘ ?egerféﬁgrrf ﬁﬁg?% Strengthen domain experts Strengthen global recruiting of
P at seven sites) (experience in external business 40%) attorneys and patent agents
devi?;%rgaegql:mzngrﬁsi%léfsetry— Business leadership Creation and strengthening of
academia collaborations human resource development Litigation and Counsel department

(promote new JVs and

venture secondments) (2022-)

(collaborations with overseas bases,
doctoral scholarships*, etc.)

* NEC and the Tokyo Institute of Technology established the NEC R&D Doctor’s Pass system to support doctoral students.
https://www.nec.com/en/global/rd/lablife/system/doctors-p.html
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Human Resource Strategy: NEC, for Those Who Seek Challenge

NEC’s Approach to Human Capital Management

Viewing people as its greatest management resource, NEC
has been promoting investment in order to maximize the
capabilities of its people and organization through system
and environmental transformation. To be an employer of
choice that is always the preferred option not only of market
and customers but also of workers, we have been transform-
ing our workplace environment and culture. The aim of these
efforts is to ensure that each employee has a range of oppor-
tunities to take on challenges and grow as well as receive fair
and honest recognition. Moreover, we are working to change
our environment and culture so that employees who are up
to the challenge can do their best. The aforementioned trans-
formations are based on our Human Resources Policy, “NEC,
for those who seek challenge,” established in 2019.

It is people who carry out our business and work to realize
our Purpose, and we believe that a strong culture that sup-
ports highly motivated personnel is essential. Accordingly,
Mid-term Management Plan 2025 includes the employment
engagement score as an indicator of corporate culture.

Employee Engagement Score*
(%)
Fiscal 2024 result

35 36

2021 2022 2023 2024 2025 2026 (Fiscal year)

(Target)
*In a survey conducted by global HR consulting company Kincentric;
a score of 50% is roughly within the global top 25 percentile and
is classed as Tier 1 level.

We will strive to realize our Purpose by nurturing human
resources who have the passion and ambition to create new
businesses, and who are able to go beyond boundaries to take
on new challenges and carry them through to the end, while
fostering an organizational environment and culture that will
enable us to achieve our goals.

Transformation of People and Culture

To achieve the target employee engagement score of 50% set
forth in Mid-term Management Plan 2025, NEC conducted its
own cause-and-effect analysis in relation to the employee
engagement survey and identified three key themes:
Employee awareness of Company-wide policies and strate-
gies; evaluation, compensation, promotion, and career
growth; and work styles and mental and physical condition.
In fiscal 2024, we strengthened the communication infra-
structure that facilitates the dissemination of Company-wide
policies and strategies, revised our compensation system as
part of our gradual transition to job-based human resource
management and developed systems and mechanisms to

Key Themes and Summary of Fiscal 2024 Results

Systems that Support
Value Creation
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realize the well-being and growth of our employees. As a
result, we were able to confirm that undertaking measures
based on the three key themes were effective in improving
the employee engagement score.

In fiscal 2025, we will further strengthen our communica-
tion infrastructure, foster a culture of career autonomy and
proactive learning, and continue to update our work styles to
accelerate the enhancement of management execution and
employee engagement.

Starting in fiscal 2024, we have been measuring our
employee engagement score using a quarterly pulse surveyin
addition to the annual OneNEC survey. This has enabled us to
obtain timely feedback from employees on our initiatives and to
ascertain the effectiveness of our measures. We aim to imple-
ment measures based on employee feedback to an unprece-
dented degree based on the abovementioned three key themes.

@ For the latest information on NEC’s human capital management initia-
tives, please refer to the presentation materials from our ESG Day, which
can be found on the website below.
https://www.nec.com/en/global/ir/pdf/library/240315/240315_02.pdf

Employee awareness of Company- Evaluation, compensation, Work styles and mental and
wide policies and strategies promotion, and career growth physical condition

Activities for communicating and spreading
awareness of the Company’s direction
so that employees can understand and
embrace it and take pride in their work

Establishment of appropriate systems
and processes that give employees
hope for the future and lead to

Creation of environments in which
employees can continue to work
productively in good physical and

higher motivation mental health

Survey - UL L Tl Career growth and ol)f(:\lstgt?;irg:y Decision-
Categor Senior management utilization and self-development Teamwork _ icvelof  makin
gory allocation g
autonomy
Score +3 pt +6 pt +3 pt +4pt +6pt +8pt
(compared
to the 34% 22% 31% 46% 51% 26%
fiscal 2023 (Scores are for NEC Corporation on (Scores are for NEC Corporation
CshlEC survey a non-consolidated basis.) on a non-consolidated basis.)

Note: Year-on-year comparisons are conducted by comparing the OneNEC survey scores for fiscal 2023 and fiscal 2024.


https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
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Overview of NEC
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Main Initiatives in Fiscal 2025 in Relation to the Three Key Themes

Employee awareness of Company-wide
policies and strategies

Strengthening of communication from top-level
management

Development of foundations for both horizontal and
cascade communication

Evaluation, compensation, promotion,

and career growth

Implementation of a job-based human resource
management system

Systems that Support
Value Creation
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Work styles and mental and
physical condition

Adoption of work styles that help employees achieve
well-being and growth

We are aiming to strengthen horizontal communication
between different organizations, with a focus on the senior
management level, while promoting the development of

best practices and personnel transfers across organizational
boundaries. We are also working to encourage a sense of own-
ership among employees of Company-wide policies and strat-
egies through cascade communication. With this two-pronged
approach, we will accelerate our efforts as a unified group.

@ For the latest information on NEC’s human capital management initiatives,

please refer to the presentation materials from our ESG Day, which can be
found on the website below.
https://www.nec.com/en/global/ir/pdf/library/240315/240315_02.pdf

In April 2024, we revised our job grading and compensation
systems, and are now working to create an environment in
which all employees can play an active role as professionals
through the full-scale implementation of a job-based human
resource management system. We are working continuously
to strengthen our ability to execute our strategies, while also
striving to build a system that puts The Right Person at the
Right Job and the Right Time, and that allows Employees’
Career Ownership. We are also working to build a relationship
in which the Company and its employees can both choose
and be chosen.

Initiative aimed at individuals: Creation of environments that
support the autonomous self-realization of employees

Initiative to increase organizational performance: Creation
of environments that maximize teams’ strengths and raise
execution capabilities

Project Members Tell Their Stories

Our Human Resources Departments:
Driving NEC’s Major Organizational Reforms @
(in Japanese only)

Since 2018, NEC has been working on the transformation of
People and Culture. This section features the stories of two
employees of our human resources departments who led
the reforms, explaining why NEC decided to undergo the
changes, how they were achieved, and what makes working
at the reformed NEC so appealing.

Eri Ohira
HR Consulting Department

Yoshiko Maruyama

Global HR Business Partner
Department


https://jpn.nec.com/recruit/project/project12.html
https://www.nec.com/en/global/ir/pdf/library/240315/240315_02.pdf
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
https://jpn.nec.com/recruit/project/project12.html
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Environmental Initiatives: Living Harmoniously with the Earth to Secure the Future

NEC’s Environmental Initiatives

NEC engages in 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 not only in terms of
climate change but also with regard to water, resource recy-
cling, chemical substances, biodiversity, and other matters.
Specifically, with regard to climate change, we have declared
that we will become carbon neutral by 2040, and have pub-
licly declared our commitment to halving CO- emissions from
our entire supply chain by fiscal 2031 compared with fiscal
2021 levels.

We will also help reduce the environmental impact of our
customers and society by providing environmentally friendly
products and services that utilize ICT and our own unique
technologies. In addition, we have established the NEC
Environmental Policy and ensure that all actions of employ-
ees and corporate officers comply with this policy and
engage in activities with consideration for the environment.
We have received a high level of external recognition for
these initiatives.

Please visit the website below to view the NEC Environmental Policy.
https://www.nec.com/en/global/sustainability/eco/policy.html

I External Commitments
NEC takes part in the following external initiatives with the aim of building a sustainable management foundation for the Company
and promoting the realization of a sustainable society through co-creation.

Received approval from the Science Based Targets initiative (SBTi) for
net-zero CO: emissions targets in April 2024

Aim to reduce Scope 1, Scope 2, and Scope 3 emissions by more than
50% by fiscal 2031 and by more than 90% by fiscal 2041 compared to
fiscal 2021 levels

Our first priority is to reduce these types of emissions, with the aim of
achieving net-zero CO: emissions by neutralizing residual emissions,
which are extremely difficult to reduce, with absorption credits.

SBT Net-Zero

(Approved April 2024)

RE100

Switch to renewable energy for 100% of the electricity consumed at

- ithi : 204
(Joined in May 2021) locations within and outside Japan by 2040

Business Ambition
for 1.5°C

Aim to achieve net-zero greenhouse gas emissions from the entire
supply chain by 2050
(Became a signatory in PPy Y

September 2021)

The Climate Pledge
Aim to achieve net-zero greenhouse gas emissions from the entire
supply chain by 2040

CLIMAT=
PLEDG=

(Became a signatory in
September 2022)

I External Evaluations Regarding the Environment

NEC has been named by the CDP as an “A List” company for the fifth consecutive year in the
climate change and water security categories (as of fiscal 2024).

For the fourth consecutive year, NEC was also selected as a CDP Supplier Engagement Leader, the
highest rating given by the CDP for supplier engagement.

Note: Supplier engagement ratings are based on an assessment of a company’s efforts to mitigate climate change and reduce greenhouse
gas emissions throughout its supply chain.

NEC has gained approval from the SBT for its net-zero CO. emissions targets and has been named to the CDP “A List” for the fifth
consecutive year.
For information on the SBT’s approval of NEC’s net-zero COz emissions targets, For information on NEC’s fifth consecutive year on the CDP’s “A List,”

please refer to the website below. please refer to the press release on the website below.
https://www.nec.com/en/global/sustainability/management/initiative.html https://www.nec.com/en/press/202402/global_20240206_01.html
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https://www.nec.com/en/global/sustainability/eco/policy.html
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Environmental Initiatives: Living Harmoniously with the Earth to Secure the Future

Climate Transition Plan

Taking an ESG perspective, NEC has positioned its response
to environmental issues centered on climate change and
decarbonization as both a management priority and material
issue, and is driving forward related initiatives. To transition
to a business model in line with the goals of the Paris
Agreement, which envisions a world with net-zero CO. emis-
sions by 2050, we have reorganized existing guidelines and
initiatives and formulated a climate transition plan in 2022.

NEC’s Climate Transition Plan

Scenario Analysis

Under this plan, we will carry out a series of PDCA cycles,
report progress to the Board of Directors, and promote infor-
mation disclosure in line with the Task Force on Climate-
related financial Disclosures (TCFD) recommendations. We
will also report to the Board of Directors as necessary on
climate risks and opportunities that could have a significant
impact on our operations. When the Board of Directors
receives a report, it will oversee the proper implementation
of NEC’s climate change measures by deliberating and
issuing instructions.

(Future predictions, customer dialogue)

!

Evaluation
(Maximize business opportunities and minimize risks)

!

NEC Eco Action Plan 2025

!

Financial Plan
(CAPEX / OPEX, Revenue)

!

Implementation of
Measures Progress Evaluation

Governance (Supervision at the Board of Directors)

Policy Collaboration

Targets

2040 Net-zero CO:
emissions through-
out the supply chain

2030 50% reduction com-
pared to fiscal 2021
Mid-term Management Plan

Execution

Supervision

Systems that Support
Value Creation
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Other Environment-Related Initiatives

I Products and Services that Help to
Mitigate Climate Change &

Leveraging the knowledge we have gained from our own ini-
tiatives, we help customers work toward carbon neutrality by
providing consulting services for defining overall ESG issues,
formulating overall strategies, and implementing measures.
In addition, we provide solutions that underpin the imple-
mentation of these measures, thus providing total support
for resolving various customer issues.

I Water Risk Management and Effective Use of
Water Resources @

NEC complies with environmental laws and regulations and
promotes reduction efforts in its water consumption and
environmental impact. We are also employing water risk
management practices, which include addressing the issues
of water shortages, water pollution, and flooding.

I Resource Circulation and Pollution Prevention &

NEC is working on consistent resource recycling from produc-
tion to use and recycling, and reducing environmental
impacts such as the amount of waste generated during each
process. In particular, hardware products that our customers
have used consume a lot of resources, so we carry out initia-
tives to make effective use of limited resources by collecting
and recycling them.

I Natural Capital and Biodiversity @

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

@ please visit the website below to view the NEC TNFD Report
(2nd edition) released on July 29, 2024.
https://www.nec.com/en/press/202407/global_20240729_02.html


https://www.nec.com/en/press/202407/global_20240729_02.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=23
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=32
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=36
https://www.nec.com/en/global/sustainability/pdf/esg_data2024_EN.pdf#page=34
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Directors (s of July 1, 2024)

Christina Ahmadjian

Member of the Board
(Independent Director)

Overview of NEC

Masashi Oka

Member of the Board
(Independent Director)

Value Creation Value Creation
Process Initiatives

Kyoko Okada

Member of the Board
(Independent Director)

Systems that Support
Value Creation

Harufumi Mochizuki

Member of the Board
(Independent Director)

Corporate Data
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Joji Okada

Member of the Board
(Independent Director)

Yoshihito Yamada

Member of the Board
(Independent Director)

Shinjiro Sato

Member of the Board
(Independent Director)

Shiori Nagata

Member of the Board
(Independent Director)

I Composition of the Board of
Directors (13 Directors)

Independent 61.5%

10
76.9%

N\

23.1%

Non-executive

Female

Non-Japanese 7.7%

Takashi Niino

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

Takayuki Morita

President and CEO
(Representative
Executive Officer),
Member of the Board

Osamu Fujikawa

Corporate Executive
Vice President

and CFO
(Representative
Executive Officer),
Member of the Board

Hajime Matsukura

Corporate Secretary
(Executive Officer),
Member of the Board

Shinobu Obata

Member of the Board

For brief career profiles of the Company’s directors and officers, please visit the website below.
https://www.nec.com/en/global/about/executives/directors.html


https://www.nec.com/en/global/about/executives/directors.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
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Directors’ Career Skill Matrix

The Board of Directors of NEC Corporation (the “Company”) is comprised with consideration given to the balance between diversity, in such factors as career background, specialist field, international-
ity and gender, and appropriate size.

In addition, to ensure and improve the effectiveness of the Board of Directors, the Company has examined and formulated the career background and skills particularly expected of Directors.
Aiming to ensure the functioning of Board of Directors reforms after the transition to a Company with a Nominating Committee, etc., the Company has defined the following eight skills and clearly
specified the details of each skill.

Years served Attributes Eight particularly expected career background and skill categories
afsaAegbeé Financial Audit/ Nominating iCompensation Audit
oft ef 0370} Independent Non- Gender / Corporate Global ! Technology /i Sustainability / Marketingl accounting /i legal/Risk Corporate | Committee | Committee | Committee
(2%?23359 director executive | Nationality imanagement! business | Innovation 8 Investmerglt magagement governance
Christina Ahmadjian 3 ] [ ] [ ] Lzrgg‘nea’we‘bg” ® ® (] (]
; ]
Masashi Oka 2 [ | [ | [ J [ J ([ J [ ([ L Chairperson
Kyoko Okada 1 ] [ ] M Female ) ) ]
Harufumi Mochizuki 1 [ | [ | [ J [ J [ [ J -. [ |
. Chairperson
Independent Directors ]
Joji Okada 1 [ | [ | [ J ([ J [ [ ] Chairperson
Yoshihito Yamada 1 [ | [ | [ J [ J ([ J [ J [ J | u
Shinjiro Sato — [ | [ | [ J [ (] [ ] [ ] u u
Shiori Nagata — [ | | M Female [ [ [ ) [}
Chairman of the Board -
(Chairperson of the Board of Directors) Takashi Niino 13 u ® ® ® u
President and CEO . .
(Representative Executive Officer), Member of the Board Takayuki Morita 8 ® o o ® o u
Corporate Executive Vice President and CFO .
(Representative Executive Officer), Member of the Board Osamu Fujikawa 2 o o ® ®
Corporate Secretary (Executive Officer), -
Member of the Board Hajime Matsukura 7 b d o o
Member of the Board Shinobu Obata i 1 ; ; | : : ; ; ; ; ; e 1 @ : : [ |
@ indicates that the respective Director has extensive experience and deep insight
I Specific Details of Career Background and Skills Particularly Expected of Directors
Skills Details
Corporate management Practical knowledge on company management based on experience as chief executive officer of operating companies
Global business Experience as chief executive officer or department head in multinational companies or specialized knowledge on global markets
Technology / Innovation Business experience or specialized knowledge on technology related mainly to ICT and digital transformation, or experience or specialized knowledge on new business creation and market innovation
Sustainability / ESG Knowledge about diverse values on female, foreign nationality, disabilities, etc., leadership experience in ESG activities or specialized knowledge on ESG management
Marketing Experience as head in the marketing or brand strategy department or the sales department in operating companies, or specialized knowledge on business-to-business transactions and marketing

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

Risk management experience in accounting, legal affairs, technology, cybersecurity, etc., in operating companies, or experience as an audit committee member, audit & supervisory board member, or department head in

Rl gl R e g i auditing division, or specialized knowledge on international and domestic legal affairs or geopolitics

Corporate governance Specialized knowledge on recent global corporate governance practices, or experience and practical knowledge of implementing governance reforms at operating companies
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Overview of NEC

Corporate Governance

Basic Policies on Corporate Governance and Measures Taken to Date

In June 2023, the Company transitioned from a Company
with Audit & Supervisory Board to a Company with a
Nominating Committee, etc. Taking the opportunity of this
transition to clearly separate the oversight function from
execution by management, the Company has strengthened
the oversight function of the Board of Directors by having
Independent Outside Directors make up its majority. By dele-
gating substantial authority from the Board of Directors to
Executive Officers with respect to business execution, the
Company accelerates timely decision-making and

Basic Policies on Corporate Govern

ce
. Assurance of transparent and sound
management

. Realization of prompt decision-making and
business execution

. Clarification of accountability

. Timely, appropriate, and fair disclosure of
information

I Main Initiatives for Strengthening Corporate Governance

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

« Majority of Directors are non-executive

« Corporate Officers entered with one-year mandate
contracts to clarify responsibilities and authority

Strengthening of Oversight
and Execution Functions

« Ratio of Independent
Outside Directors: 50.0%

« Separated the former
Nomination and
Compensation Committee
into the Nominating
Committee and the
Compensation Committee

« Instituted the chief officer
position and strengthened
«Established  Group-wide strategies

Nomination and

« Extended the authority
delegated to the Chief
Officers to strengthen
corporate functions and

Compensation Compensation « Ratio of Outside  accelerate prompt

Committee Committee Directors: 45.5%  decision-making

S-S

« Introduced stock
compensation system

« Established
« Ratio of Independent
Outside Directors: 41.7%

« Increased the ratio of performance-based
remuneration for executive directors.
Ratio of basic remuneration : bonuses :
stock compensation=5:3:2

Revisions to Remuneration System for
Directors and Executive Officers

Corporate Data
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implementation. At the same time, the Company is strength-
ening corporate governance on the execution side, including
by reinforcing the Company-wide risk management system,
improving the quality of decision-making on the execution
side, and enhancing its internal audit function.

With the aim of accelerating the reform of the Board of
Directors, the Company increased the number of Independent
Directors by one in June 2024, bringing the total number of
Directors to 13, including eight Independent Directors.

« Transitioned from a Company with Audit &
Supervisory Board to a Company with
a Nominating Committee, etc.

+ Ratio of Independent Outside Directors: 58.3%

« Established the Nominating, Compensation,
and Audit committees to each include three
Independent Outside Directors (including
chairperson) and one Inside Director

« Ratio of Independent
Outside Directors:

61.5%

+ Set the achievement of EBITDA and engagement
score, which are Mid-term Management Plan
indicators, as the formula for calculating
bonuses for corporate officers on the execution
side, and TSR comparisons as the formula for
calculating stock compensation

« Increased the ratio of performance-based
compensation to total compensation
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Corporate Governance

Overview of Corporate Governance System

The Board of Directors is responsible for overseeing the exe-
cution of duties by Directors and Executive Officers as well as
guiding the direction of management through deliberation of
important matters related to the Company’s basic manage-
ment policy. From the perspective of ensuring independence,
the majority of the Board of Directors comprises Independent
Outside Directors, and the Nominating, Compensation, and
Audit committees are each chaired by an Independent
Outside Director. The primary role of the Chairman of the
Board, along with chairing Board meetings, is to oversee the
management of the Company. The Chairman does not serve
concurrently as an Executive Officer and is not involved in the
day-to-day execution of the Company’s business operations.
Executive Officers are responsible for the execution of the
Company’s business operations as delegated by the Board
of Directors. By delegating substantial authority to Executive
Officers, the Company is working to accelerate business exe-
cution and business execution-related decision-making. In
line with this, the Company is working to strengthen corpo-
rate governance on the execution side through such mea-
sures as reinforcing the Company-wide risk management
system centered on the Chief Risk Officer (CRO), improving
the quality of decision-making by reorganizing the executive
meeting bodies centered on the Executive Committee, and
enhancing the internal audit function led by the Chief Audit
Officer (CAQ).
@ For information on the Company’s corporate governance system,

initiatives, and achievements, please visit the website below.
https://www.nec.com/en/global/about/pdf/nec_governance.pdf

Overview of NEC
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Business Execution Function
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General Meeting of Shareholders

Election and dismissal of Directors
Board of Directors

Appointment and removal of committee members

Corporate Data
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Nominating Committee H Compensation Committee H

Audit Committee

e

Election and dismissal of Executive Officers Oversight

Cooperate

Executive Committee (Executive Officer Committee)

Budget Progress Committee /
Financial Strategy Committee /
Business Strategy Committee /
Investment Committee / Critical

Contract Risk Assessment Council

Risk Control and
Compliance Committee

Group Internal Audit
Division

Election and dismissal

Cooperate

Accounting

Supervise

Business Units / Corporate Staff / Affiliated Companies

Internal audits

Auditors

Cooperate

Audit


https://www.nec.com/en/global/about/pdf/nec_governance.pdf
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
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Oversight Function

I Board of Directors
The Board of Directors is responsible for overseeing the exe-
cution of duties by Directors and Executive Officers as well

as guiding the direction of management through deliberation

of important matters related to the Company’s basic
management policy.

Overview of NEC

Value Creation Value Creation
Process Initiatives

Systems that Support
Value Creation
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Important Matters Related to the Company’s Basic Management Policy

1. Medium- to long-term strategy / mid-term management

plan policy formulation

2. Governance structure / decision-making process policy

formulation
3. Capital policy and balance sheet policy formulation

4. Business portfolio policy formulation

5. Large-scale M&A and large-scale investments

6. Other measures to enhance corporate value originating
from the NEC Way

Main Agenda Items and Discussion Details in Fiscal 2024
12 meetings held with an attendance rate of 100%

With the exception of special circumstances, each Director aims to have at least 75% attendance at meetings of the Board of

Directors in a single fiscal year.

Matters Related to Oversight of the Execution of Duties

« Progress of Mid-term Management Plan 2025 and budget
« Policy for strengthening risk management
« Internal audit plan and audit results

« Status of development and operation of internal control
system

« Status of activities of the Nominating Committee, the
Compensation Committee, and the Audit Committee

Important Matters Related to the Company’s Basic
Management Policy

+ Group management and business portfolio (optimization
of Group management functions with the aim of maximiz-
ing the performance of the entire NEC Group, initiatives
for low-profit businesses, policies for growth investment,
etc.)

« Capital allocation (the Company’s overall capital alloca-
tion policy, shareholder return measures, approach to
growth investment, etc.)

« Human capital management (status of initiatives to
improve employee engagement, progress in human
resource diversity indicators, etc.)

« Sustainability (status of initiatives to the materiality, direc-
tion of the sustainability management framework, etc.)

« Corporate governance (corporate governance reform
policy and progress, including evaluation of effectiveness
of the Board of Directors)

Off-site Meetings for Improving the
Effectiveness of the Board of Directors

In addition to overseeing the execution of duties, the
Board of Directors is also responsible for guiding the
direction of management. The transition to a Company
with a Nominating Committee, etc., has led to more
in-depth discussions of management agenda items
aimed at enhancing corporate value over the long term.

The Company has also been utilizing off-site meet-
ings as a forum for intensive discussions separate from
Board meetings. At the off-site meeting in fiscal 2024,
the first year following the transition to a Company with
a Nominating Committee, etc., all of the Directors
engaged in a full-day discussion on medium- to long-
term strategies and the strengthening of corporate
governance, with a shared understanding of the execu-
tion side’s thinking on the medium- to long-term
management plan. The wide-ranging and candid dis-
cussions at off-site meetings lead to deeper discussions
of each agenda item at subsequent Board of Directors
and to improvements in it’s effectiveness.
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The Company conducts an evaluation and verification of the effectiveness of the Board of Directors every fiscal year, in order to improve the effectiveness of the Board of Directors.

Evaluation Process

A questionnaire survey and interviews of all Directors were
conducted by third-party evaluation organization

Results were analyzed
by the third-party evaluation organization

Results were discussed by all Directors

I Nominating Committee
The Nominating Committee deliberates,

Thdree g from the perspective of objectivity, fairness,
Independent and transparency, on matters concerning
Directors

nomination of the Company’s Officers and
the succession plan for the CEO including
management personnel development,

as well as on the contents of proposals to
be submitted to the General Meeting of
Shareholders concerning the election or
dismissal of Directors.

(including the commit-
tee chairperson)

One Inside
Director

Fiscal 2024 Activities
Five meetings held with an attendance rate of 100%*

The Nominating Committee mainly deliberated the composition
of the Board of Directors to ensure the functionality of the trans-
formation of the Board of Directors’ role following the transition

to a Company with a Nominating Committee, etc., the selection

of candidates for Outside Directors, and the administration, etc.,
of the CEQO’s succession plan (management personnel develop-

ment and CEQ selection process).

Summary of Fiscal 2024 Evaluation Results

Significant improvements were recognized in the three priority
items addressed in fiscal 2024: Enhancement of deliberations
and discussions, strengthening of oversight function, and
strengthening of communication. There has been a shift from
a resolution-centric approach to an agenda that focuses on
important management matters to enhance corporate value,
the monitoring process has been redeveloped in light of the
significant delegation of authority to the execution side, and
opportunities for communication among Directors and between
Directors and Executive Officers has been enhanced, as well as
the content of such communication. However, it was confirmed
that, in order to further improve the effectiveness of the Board of
Directors and committees, it is necessary to upgrade the opera-
tion of the Board of Directors, clarify committee functions, and
strengthen the support system for Directors by the Secretariat.

I Compensation Committee
The Compensation Committee deliberates,

Thdree q from the perspective of objectivity, fairness,
Independent and transparency, on matters concerning
Directors

the remuneration of the Company’s
Directors and Executive Officers, including
the formulation of policies on remunera-
tion, etc., for Directors and Executive
Officers and the determination of the
details of remuneration, etc., for each indi-
vidual Director and Executive Officer.

(including committee
chairperson)

One Inside
Director

Fiscal 2024 Activities
Four meetings held with an attendance rate of 100%*

The Compensation Committee mainly deliberated on the estab-
lishment of the remuneration system for Directors and Executive
Officers, determination of the amount of remuneration for each
individual, the additional trust for stock compensation, and mon-
itoring the operation of the remuneration system (analysis of reg-
ular benchmark results and responses to problematic items).

Policy for Future Initiatives

Based on the results of the fiscal 2024 evaluation, the

Company will promote the following initiatives in fiscal 2025.

1. Upgrade of Board of Directors Operations

Agenda setting focusing on important matters as well as

review of materials and advance explanations to enhance

discussions in each agenda item, etc.

2. Clarification of committee functions

Clarification of the roles and functions of each committee, as

well as items and processes to be deliberated, etc.

3. Strengthening of the support system for Directors by
the Secretariat

Strengthening of the secretariat system, streamlining of

operations across the Board of Directors and committees,

enhancement of the onboarding program at the time of

appointment, etc.

1 Audit Committee

The Audit Committee audits the execution
of duties by Executive Officers and
Directors. It periodically reports the audit
plan and audit results to the Board of
Directors and makes recommendations
based on the audit results to the President.

Five
Independent
Directors
(including committee
chairperson)

One Inside

Director

Fiscal 2024 Activities
11 meetings held with an attendance rate of 100%*

In light of the fact that this is the first year following the transition
to a Company with a Nominating Committee, etc., the Audit
Committee proceeded with its audits in accordance with the basic
policies of improving the quality of the Audit Committee audits,
strengthening cooperation between the Audit Committee and the
internal auditing division, and developing a framework for three-
way audits (the Audit Committee, the internal auditing division,
and the Accounting Auditors), in which the Audit Committee plays
a leadingrole.

* After the transition to a Company with a Nominating Committee, etc.



NEC Integrated Report 2024

Corporate Governance

Overview of NEC Process

Remuneration for Directors and Executive Officers

In accordance with the basic policy on the remuneration of Directors and Executive Officers, the
Company has established a remuneration system that will lead to the sustainable growth of corporate
value and the realization of management that is focused on the creation of shareholder value. The
system is applied to Directors and corporate officers on the execution side including Executive Officers.
The ratio of basic remuneration, bonuses, and stock compensation are determined in accordance with
the responsibilities of each officer on the execution side, taking into account the compensation levels and
ratios of competitors and other companies. The ratio is set at one-third of each for the President.
Remuneration for Directors is, in principle, basic remuneration. However, from the viewpoint of
increasing shareholder value, inside Directors will be paid medium- to long-term incentive (stock com-
pensation) up to a maximum of approximately 30% of their total remuneration. In order to promote
management that creates shareholder value, Inside Directors and Executive Officers are encouraged to

own shares of the Company.

@ For more details on the remuneration for Directors for fiscal 2024, please visit the website below.

https://www.nec.com/en/global/about/pdf/nec_governance.pdf
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Basic Policy on the Remuneration of Directors and Executive Officers

. The remuneration system is highly objective and transparent, with content
which leads to sustainable growth with the aim of maximizing corporate
value, and which allows shareholders to confirm that management is linked
to shareholder value.

. The remuneration system is linked to the Mid-term Management Plan target
indicators and provides incentives for Executive Officers to achieve the
management targets indicated in the Mid-term Management Plan.

. As a technology company with global operations, the remuneration system is

competitive in the human resources market in terms of both remuneration
structure and level.

Remuneration
type

Payment method

Fixed remuneration

Basic remuneration

Monetary remuneration

(€]

Short-term incentive (bonuses)

el s ENTe [ el (el By SRR ey 1o1e)y (<1« Department performance-based component

Performance-based remuneration

Medium- to long-term incentive (stock compensation)

Monetary remuneration

Non-monetary remuneration

Evaluation period

One year

Three years

Calculation
method and
indicators for
determining
remuneration
amounts, etc.

Amount is determined based on market
competitiveness in accordance with the
role, authority, and responsibility of each
job title

For corporate officers on the execution side,
basic remuneration increases or decreases
based on performance, and the perfor-
mance indicators include non-financial indi-
cators such as practical implementation of
the NEC Way and our “materiality”—priority
management themes from an ESG
perspective.

Linked to the degree of achieving targets of
key performance indicators set in the Mid-
term Management Plan for each fiscal year

Indicator responsible for the “Strategy”

aspect of Mid-term Management Plan 2025
EBITDA (amount) -----------------meeeeee 50%
EBITDA (percentage to revenue) - 30%

ESG indicator responsible for the “Culture”
aspect of Mid-term Management Plan 2025
Employee engagement score -+ 20%

Linked to the degree of achieving targets of
the departments for which each corporate

officer on the execution side is responsible

for each fiscal year

Efforts to achieve adjusted operating profit,
ROIC, and cash flow targets and the initiatives
to achieve the Mid-term Management Plan

The amount is set between 0% and 200% of the standard amount for each job title, based
on the achievement level of performance targets.

Group-wide performance-
based component

Department performance-
based component

The amount| —

of Bonus -wi ;
Group-wide G Departmentf n. o rtment
standard evaluation standard X6l ation
amount amount

The number of shares to be granted for stock compensation is determined in a
range from 0% to 150% of the number of shares granted by job title, in accor-
dance with the results of a comparison of the Company’s total shareholder
return (TSR) with indices such as the Tokyo Stock Price Index (TOPIX) and peer
group companies in order to further clarify the linkage with sustainable growth
of corporate value and increase in shareholder value.

TSR growth rate
Number of
Sharestobe | — Index Peer group
granted - sh;;ejzgﬁtr};ed X comparison + comparison

50% 50%
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Execution Function

The Company promotes accelerated decision-making and
business execution by delegating substantial authority to
Executive Officers. The Company has introduced Chief
Officers to implement Group-wide strategies. Under the direc-
tion of the President, each Chief Officer is working to establish
and operate the optimal management infrastructure for the
areas for which they are responsible.

The Company has established the Executive Committee,
which is the highest-level deliberative body on the execution

Risk Management

I 0verview of Risk Management System

NEC has a Company-wide cross-sectional risk management
system, centered on the Risk Control and Compliance
Committee and CRO, to accurately comprehend and to
respond appropriately to both internal and external risks
related to NEC’s businesses. The system is outlined in the
chart on the right.

The Company, in the Risk Control and Compliance
Committee, discusses a risk management policy, selection of
and response policies to “Priority Risks” that requires coun-
termeasures across NEC, as well as measures to address risks
that require Company-wide management due to fluctuations
in risk environment during the fiscal year, and other impor-
tant matters related to Company-wide risk management,
then reports them to the Business Strategy Committee and
the Board of Directors on a regular basis.

The Company has the CRO to monitor and address
Company-wide risks centrally and cross-functionally and
manage possibilities to make losses. The CRO takes a lead the
Company-wide risk management by detecting and analyzing
various / complicated risks in social and business environ-
ment changing day by day, and evaluating impacts, while pri-
oritizing countermeasures and closely collaborating with
other chief officers managing each risk.

Overview of NEC

Value Creation
Initiatives

Value Creation
Process

side, as well as other committees which work in tandem with
the Executive Committee in order to ensure high-quality
decision-making in terms of both opportunities and risks. The
Executive Committee, consisting of Executive Officers, includ-
ing Presidents of each business unit and Chief Officers, delib-
erates on important matters related to the management of
NEC, such as management policies and strategies, and exam-
ines important business execution matters. In addition, the
Budget Progress Committee, Financial Strategy Committee,

Systems that Support
Value Creation
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Business Strategy Committee, Investment Committee, and
Critical Contract Risk Assessment Council conduct delibera-
tions in advance on their respective responsibilities in accor-
dance with their roles and authorities and work in tandem
with the Executive Committee in order to ensure that appro-
priate decisions can be made.

Oversight Function ‘

Board of Directors ‘

Nominating Committee ‘

‘ Compensation Committee ‘

Audit Committee

Execution Function

‘ Executive Committee, Business Progress Committee ‘

Report

Risk Control and Compliance Committee
Discuss material issues related to

Company-wide risk management

Report Cooperate

3rd line of defense

accordance with Company-wide rules

Corporate CRO: Overall risk oversight
o staff
w
8 [ | 1
3 Compliance Conduct Business Lead response in
s <cLco> <CRO> <CFO+CRO> each risk category Internal Audit
() ]
£ Confirm status of response, Division
<5 issue guidance forimprovement, Cooperate Cooperate X
c and cooperate + Confirms status of
N compliance with
Chief officer in charge of each risk Company-wide rules
+ Makes suggestions
Rule implementation Sharing and collaborations of on matters for which
and monitoring ) o NEC Group policies rules have yet to be
Business policies and established
% Business Units collaborations of
[ i .
© 2 .«Generate value through an appropriate business processes Group companies
£9 risk appetite '
k% S .Take appropriate steps to reduce risk in Report Corporate staff (support) functions
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I Risk Management Policies

In order to pursue returns through appropriate risk manage-
ment, NEC has categorized the risks associated with its busi-
nesses into the Risk Total Picture as shown in the chart on the
right, and has decided responsible divisions and response
policies for each risk in line with this picture. NEC recognizes
integrity as the foundation of all risk management activities
and classifies risks into three categories according to their
nature.

Should a risk materialize, especially in the event of a crisis
that threatens the survival of the Company, the Company has
developed a response flow centered on the divisions respon-
sible for each risk.

Based on a comprehensive list of risks that NEC should be
aware of, the CRO engages in dialogue with the other chief
officers in charge of managing each risk and conducts risk
assessment. The CRO creates a risk map that visualizes risk
priorities under common criteria such as impact and urgency
based on changes in the external and internal environment
and the status of each risk countermeasure. The CRO updates
the risk map through the review of the Risk Control and
Compliance Committee on a quarterly basis, and regularly
report to the Business Strategy Committee and the Board

of Directors.

Overview of NEC
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Common Value Integrity

Compliance Conduct
Type of Risks Adhering rules What we should do
in line with social acceptance
Example of Laws, Regulations Human rights,
Risks Economic security, Moral
Measures Follow laws and rules Decided what we should do

across NEC group

Impact Range Reputational

Crisis

Inadequate

Analysis of environment and

collection of information Company-wide risk map

Business

Appropriate risk taking
to appropriate profit

Strategy, appropriate
targets and plans

Appropriate risk taking
to obtain efficient profit

Economic

Promotion of countermeasures

(changes in status of risks)

Reviewed each quarter
Changes in external factors

Guidance and

Changes in internal factors
discussion

Data gathering

Understanding of changes in risk
environment and evaluation of
status of risk countermeasures by

chief officers in charge of each risk
Gives guidance to deliberate
on risk map

Risk Control and Compliance Committee

Reportj/ TGuidance

Executive Committee Report
Business Strategy Committee

Opinions

Board of Directors

Promotion of
risk countermeasures
by chief officers in charge
of each risk

Improvement based
on guidance and
opinions
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Financial and Non-financial Highlights
JGAAP IFRS (Billions of yen)
FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023
Revenue ¥2,935.5 ¥2,824.8 ¥2,665.0 ¥2,844.4 ¥2,913.4 ¥3,095.2 ¥2,994.0 ¥3,014.1 ¥3,313.0 ¥3,477.3
International revenue 586.8 603.1 571.0 740.2 689.1 752.0 703.2 754.5 895.6 888.0
International revenue rato (% 20.0 21.4 21.4 26.0 23.7 24.3 23.5 25.0 27.0 25.5
Operating profit 128.1 91.4 41.8 63.9 57.8 127.6 153.8 132.5 170.4 188.0
Non-GAAP operating profit - - - — - - 150.9 160.3 197.0 227.6
Non-GAAP operating profit ratio (%) — — — — — — 5.0 53 59 6.5
Net profit attributable to owners of the parent 57.3 75.9 27.3 45.9 39.7 100.0 149.6 1413 1145 149.5
Non-GAAP net profit L - - - - - — | 1446 | 1595 | 1328 | 1718
Cash flows from operating activities L 87.9 97.8 | 95| 1300|642 261.9 | 2749 | 1475|1521 | 2712
Cash flows from investing activities (47.5) (32.2) 6.4 (14.2) (76.7) (84.0) (122.5) (63.4) (49.6) (76.0)
Free cash flows L 40.4 656 | 990 | 1158 |  (12.4) 1778 | 1524 84l |  1025|  195.2
R&D expenses 134.2 1236 | 1093 ]  108.1] 1081 109.8 | 1146 | 1263 1214 115.8
Number of patents Approx. 65,000 |Approx.53,000 |Approx. 53,000 |Approx.51,000 |Approx.49,000 |Approx.47,000 |Approx.46,000 | Approx.45,000 | Approx.42,000 | Approx.41,000
Capital expenditures (property, plantand equipment) 37.4 36.3 31.5 45.4 62.7 67.4 57.6 59.3 67.6 86.7
Depreciation (property, plantand equipment) | 48.5 50.5 | 499 | 63.8 | 64.4 1234 | 122.8 | 1231 | 1302 | 130.8
Persharedata (inyer): | I I I I I
Net profit attributable to owners of the parent: 22.05 29.22 10.51 176.542 152.752 385.022 557.182 518.542 424512 561.252
Cashdividends 4.00 6.00 6.00 60.00? 40.00? 70.00? 90.00? 100.00% 110.002 1202
Dividend payout ratio (%) L 18.1 205 | 571 340 | 258 182 162 | 193] 259 21.6
Total assets L 26207 | 25289 | 26840 | 28214 | 29632| 3,1233| 36686 | 37617 | 39841 | 4,227.5
Owners'equityy 823.7 769.8 854.3 880.8 858.9 910.7 1,308.2 15135 1,623.8 1,915.6
Return on equity (%) 7.5 9.5 3.4 5.3 4.6 11.3 135 10.0 73 8.4
Owners equity ratio (%) 31.4 30.4 31.8 31.2 29.0 29.2 35.7 40.2 40.8 45.3
Interest-bearing debt 520.8 479.5 466.9 520.7 552.5 675.4 702.9 597.4 608.5 548.6
Debt-equity ratio (times)* | 0.63 0.62 | 0.55 | 0.59 | 0.64 | 0.74 | 0.54 | 039 | 0.37 0.29
Number of employees L 98,882 98,726 | 107,729 | 109,390 | 110,595 | 112,638 | 114,714 | 117418 | 118527 | 105,276
Ratio of women in all management positions (%) — — — — 7.8 7.8 9.2 9.6 10.3 11.1
Ratio of women in all management positions (non-consolidated, %)° 5.2 5.4 5.5 5.8 5.9 6.2 6.9 7.8 8.9 10.2
Employee engagement index (%) 77777777777777 - - - - 14 | 20 | 25 | 35 | 36 | 39
Greenhouse gas emissions (Scope 1and Scope 2) (thousand tons) | — — 350 | 338 | 329 | 313 | 327 | 324 | 259 226
Greenhouse gas emissions (Scope 3¢) (thousand tons) — — 7,410 7,606 7,585 6,996 6,158 6,535 6,894 5,738

1 Net profit 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.

3 Owners’ equity = Equity attributable to owners of the parent

4 The debt-equity ratio is calculated by dividing interest-bearing debt by owners’ equity.

5 As of April 1 of the following fiscal year

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.

Please visit the website below for more detailed non-financial data.
https://www.nec.com/en/global/csr/data/index.html

Please visit the website below for business performance data
and financial information.
https://www.nec.com/en/global/ir/finance/analytics.html

Please visit the website below for the Annual Securities Report.
https://www.nec.com/en/global/ir/library/far.html

| a7


https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
https://www.nec.com/en/global/csr/data/index.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
https://www.nec.com/en/global/ir/library/far.html
https://jpn.nec.com/csr/ja/pdf/2022_report.pdf#page=42
https://www.nec.com/en/global/ir/finance/analytics.html
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Business Performance Highlights

Revenue, Adjusted Operating Profit, and Adjusted Operating Profit Ratio

3,477.3

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024

M Revenue (Billions of yen) B Adjusted operating profit (Billions of yen) B Adjusted operating profit ratio (%)

Main Management Initiatives

Fiscal 2018 Fiscal 2020

Acquired Northgate Public Services Limited Sold shares of Nippon Avionics Co., Ltd.

(now NEC Software Solutions UK Limited) Formed agreement to make NEC Display Solutions, Ltd. a JV company
Fiscal 2019 Fiscal 2021

Established dotData, Inc., in the United States Acquired Switzerland-based Avalog Group AG

Established NEC X, Inc., in the United States Fiscal 2022

Acquired Danish company KMD Holding A/S Sold busi

Sold shares of electrode business old energy business

Fiscal 2024

Transitioned from a Company with an Audit & Supervisory Board to a Company
with a Nominating Committee, etc.

Integrated mobile backhaul business with Aviat Networks, Inc.

Sold shares of Japan Aviation Electronics Industry, Ltd.
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Company Name

Head Office
Established

Number of Employees

(As of March 31, 2024)

Total Number of Shares Issued
(As of March 31, 2024)

Stock Exchange Listing

Shareholder Register Administrator

NEC Corporation

7-1, Shiba 5-chome, Minato-ku, Tokyo 108-8001, Japan
July 17,1899

105,276

(NEC Corporation and consolidated subsidiaries)
272,849,863 shares

Tokyo (Securities code: 6701)

Sumitomo Mitsui Trust Bank, Limited
1-4-1, Marunouchi, Chiyoda-ku, Tokyo

Classification of Shareholders (Shareholding Ratio)

(As of March 31, 2024)

O Japanese Government and

Local Governments

0.00%

Japanese Individuals and
Others

16.98%

Foreign Investors

46.74%

@ Financial Institutions

28.68%

Number of i, .
@ Securities Companies
Shareholders:
1.66%
124,960 .J
F @ Other Corporations

5.94%
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Nominating
Committee

Corporate Staff

Major Shareholders (Top 10)
(As of March 31, 2024)

Compensation

Cross-Industry Business Unit
DGDF Business Unit

Public Solutions Business Unit
Enterprise Business Unit

Telecom Services Business Unit

Digital Platform Business Unit

Global Innovation Business Unit

Audit Committee

Aerospace and National Security Business Unit

Number of

Shares Held Shareholding
Name of Shareholders (Thglle:?:sc)ls o R(%/tcj)o
The Master Trust Bank of Japan, Ltd. (Trust account) 43,658 16.36
Custody Bank of Japan, Ltd. (Trust account) 19,132 717
NIPPON TELEGRAPH AND TELEPHONE CORPORATION 13,023 4.88
JP MORGAN CHASE BANK 385632 12,590 4.72
STATE STREET BANK WEST CLIENT - TREATY 505234 5,658 2.12
Sumitomo Life Insurance Company 5,600 2.10
SSBTC CLIENT OMNIBUS ACCOUNT 5,055 1.90
NEC Employee Shareholding Association 3,751 141
JP MORGAN CHASE BANK 385781 3,565 1.34
GOVERNMENT OF NORWAY 3,362 1.26

Note: The shareholding ratio is calculated by excluding the number of shares of treasury stock (6,063,021 shares).
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Sustainability
https://www.nec.com/en/global/sustainability/index.html

Please visit the website above for further details on NEC’s approach to management for sustain-
ability based on ESG themes, NEC ESG Databook 2024, and related information.

Department in Charge:
Sustainability Strategy Planning Office, Stakeholder Relations Department

Evaluation by External Parties (As of June 2024)

Dow Jones Sustainability FTSE4Good Index Series

Indices (APAC)

FTSE Blossom Japan Index FTSE Blossom Japan

Sector Relative Index

Member of
Dow Jones
Sustainability Indices

Powered by the S&P Global CSA

MSCI ESG Leaders Indexes MSCI Nihonkabu ESG Select Leaders MSCI Japan Empowering Women Index

Index (WIN)

THE INCLUSION OF NEC Corporation IN ANY MSCI INDEX, AND THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE MARKS OR INDEX NAMES HEREIN, DO NOT CONSTITUTE
A SPONSORSHIP, ENDORSEMENT OR PROMOTION OF NEC Corporation BY MSCI OR ANY OF ITS AFFILIATES. THE MSCI INDEXES ARE THE EXCLUSIVE PROPERTY OF MSCI. MSCI AND
THE MSCI INDEX NAMES AND LOGOS ARE TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS AFFILIATES.

S&P/JPX Carbon Efficient Index Euronext Vigeo World 120 ISS ESG Corporate Rating

Morningstar Japan ex-REIT Gender
Diversity Tilt Index

CDP (Climate Change, Water Security, EcoVadis
and Supplier Engagement)

Value Creation
Initiatives

Systems that Support

Value Creation Corporate Data

Investor Relations
https://www.nec.com/en/global/ir

Please visit the website above for investor relations (IR) presentation materials and other docu-
ments, NEC’s financial position and business results, stock and bond information, and much more.

< > L0 so

NEC constantly strives to enhance its disclosure on this website.

Department in Charge:

Investor Relations Office, Stakeholder Relations Department

Daiwa Investor Relations Internet IR
Excellence Award 2023

Cautionary Statement with Respect to Forward-looking Statements

This material contains forward-looking statements regarding
estimates, forecasts, targets, and plans in relation to the results
of operations, financial conditions, and other overall manage-
ment of the NEC Group. These 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 inher-
ently subjective and uncertain. These forward-looking state-
ments are not guarantees of future 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;

« foreign currency exchange and interest rate risks;

« changes in the markets in which the NEC Group operates;

« outbreaks of infectious diseases;

« potential inability to achieve the goals in the NEC Group’s
medium-term management plan;

« fluctuations in the NEC Group’s revenue and profitability from
period to period;

« difficulty achieving the benefits expected from acquisitions,
business combinations and reorganizations, and business
withdrawals;

« potential deterioration in the NEC Group’s relationships with
strategic partners or problems relating to their products or
services;

« difficulty achieving the NEC Group’s growth strategies outside
Japan;

« potential inability to keep pace with rapid technological
advancements in the NEC Group’s industry and to commer-
cialize new technologies;

«intense competition in the markets in which the NEC Group
operates;

« risks relating to the NEC Group’s concentrated customer base;

« difficulties with respect to new businesses;

Trademarks

Gomez IR Site Ranking
Silver Award 2023

Nikko Investor Relations
2023 All Japanese Listed Companies’
Website Ranking
Best website in the All Markets
Ranking category
AAA

« potential failures in the products and services the NEC Group
provides;

« potential failure to procure components, equipment, or
other supplies;

« difficulties protecting the NEC Group’s intellectual property
rights;

« potential inability to obtain certain intellectual property
licenses;

« the NEC Group’s customers may encounter financial
difficulties;

« difficulty attracting, hiring, and retaining skilled personnel;

« difficulty obtaining additional financing to meet the NEC
Group’s funding needs;

« potential failure of internal controls;

« potentially costly and time-consuming legal proceedings;

« risks related to regulatory change and uncertainty;

« risks related to environmental laws and regulations;

« information security and data protection concerns
and restrictions;

« potential changes in effective tax rates or deferred tax assets,
or adverse tax examinations;

« risks related to corporate governance and social responsibility
requirements;

« risks related to natural disasters, public health issues, armed
hostilities, and terrorism;

« risks related to the NEC Group’s pension assets and defined
benefit obligations; and

« risks related to impairment losses with regard to goodwill.

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 it is 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.

«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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