Value Creation

How Noritz creates valu

Broad trends

Expansion of recycling
throughout society

Aging population and
labor shortages in Japan

Rising risks of securing raw materials
and need for supply chain management

Growing demands for
reducing CO2 emissions globally

Global population growth

Increasingly serious risks of
securing water supplies

Widening diversity of individual values

Inp 'u_tS Sources of value creation ;

Natural capital

Essential resources for
Noritz’s operations

* 147,485 gigajoules of energy consumed
annually by Noritz Corporation

® 28,703 tons of materials used annually by Noritz
Corporation (of which metals totaled 28,131 tons)

Human capital

Diverse personnel behind
the Group’s businesses

* 6,280 employees in the Noritz Group
* 43% of all employees working outside Japan

Intellectual capital

Core technologies refined
over Noritz’s history

* Combustion control, heat exchange,
and fluid control technologies
* 481 R&D personnel group-wide

Social and relationship capital

A customer base built up
since the Company’s founding

* Operations in 17 countries and areas

* Aimost 4.57 million registered customer accounts
in Japan

* Wide-reaching customer service network

Manufactured capital

Production technologies

e 7 factories in Japan and 6 overseas
* Pressing, die casting, resin molding, welding,

G\.eat'\on cycle

R

Value statement

Everything
starts from
a challenge

Noritz’s Business
and Philosophy

Medium-Term

Message from Value Creation
the President Management Plan

Financial and Pre-Financial Results,
and Company Overview

mission  The Simple Comtorts ot Life
OutC Ome S Value offered to people and communities worldwide

Products and services that help communities live more comfortably

and the planet

Financial

Sustainability
¢ Facilitating a healthy
relationship between people

and contribute to the planet

Well-being

¢ Adding value to
user-friendly baths and
kitchen appliances

¥300 billion

Net sales

Care

e Offering support for
people and diversity

OUtp 'u_ts Targeted results of business activities by 2030

targets

Return on equity 8%

Vision

Environ-

CO:2 emissions from the
Group’s products in Japan

Take Our Established
Businesses to New

30% reduction*
CO:2 emissions from the

Heights and Innovate

mental
targets

applied globally and pipe production technologies

Financial capital

Businesses supported
by a solid financial base

Pr O (eSS Business activities
Sales After-sales service

Expanding and exploring ways to promote decarbonization and recycling

Group’s operations in Japan 50% reduction*
Number of the Group’s

products recycled in Japan 300 y OOO

in New Fields

* Consolidated net assets of ¥126,667 million
* Consolidated equity ratio of 58.7%

* Compared with the amount of CO, emissions in 2018

]V[ater]_a]_]_t'y Key issues

R&D Manufacturing

Expanding ST Expanding and exploring Priority tasks for business continuity Priority tasks for enhancing resources
Residential ¥ Releasing new eco-friendly Non- Cultivating commercial, Global o Beleasing newl eco-friendly prloducts
market products (CECNVIEIN industrial, and agricultural - ([EEEISNTY IS AT Maximize value for product users Use natural resources Apply intellectual

o Offering more kitchen appliances
in China

e Expanding the water purifier
business in Southeast Asia

e Cultivating new markets
in various countries

¢ Offering more eco-friendly
products with high
added-value

* Expanding the range of
kitchen appliances

in ways that facilitate
recycling and
decarbonization

markets for eco-friendly
products

market to maintain the customer base resources to expand

the Group’s businesses

Develop and supply low-emission
and solution-driven products
(Residential-use and non-residential-use products sold
in Japan, and products sold outside Japan)

Develop human resources
that can sustain
the Group’s businesses

Improve manufacturing
resources through

* Applied thermal technology e Digital solutions e A global reach . N
digital technologies

e New connections with customers e Customer service capabilities

Drivers of success

Corporate _ . . .
Board of Di * Improve efficacy Enterprise risk ° Manage important risks Financial ¢ Increase return on capital
governance oard of Directors * Ensure independence and objectivity management * Improve internal controls strategies e Strategically allocate cash flows

and strategies
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Value Creation

Noritz has been releasing innovative
products since its founding

By developing products in response to changing societal trends
and energy diversification, Noritz has continued to offer value
to consumers while growing in step with society over its history.

1970

Released the Magicon
gas heater controller with
a switch for igniting and
extinguishing the pilot
burner from inside the
bathroom

1993

Released the
environmentally friendly
Low NOx burner

1982

Released the Yu-Core GT
gas water heater equipped
with an automatic bath
water reheating function

1981

Entered the domestic

1966

Financial and Pre-Financial Results,
and Company Overview

Noritz’s Business
and Philosophy

Message from Value Creation Medium-Term
the President Management Plan

2023

Released the Aqua Ozone water
disinfectant treatment system for
helping users keep bathtubs clean

2017

Released high-efficiency
water heating systems
equipped with bath
monitoring and bacteria
killing functions

Released the Hiito Human
Thermal Model bathtub designed |
to help users relax before bed

Sustainability

1997

Released the Osoji
Yokuso automatic
self-cleaning bathtub

Facilitating a healthy
relationship between
people and
the planet

X
N,
Y,
uedep apisinQ

Well-being

Adding value
to user-friendly baths
and kitchen
appliances

Released a gas cooker with
multiple burners, allowing users to stew, Care
steam, and grill various dishes

2002

Commenced operations

Offering support for
people and diversity

2020

Released a gas
cooker with a
user-friendly
piezoelectric igniter

2014

Commenced
operations
in Australia

1993

Ventured outside Japan
with the commencement
of operations in China

in North America

market for kitchen

and bathroom fixtures Withdrew from the domestic

market for kitchen
and bathroom fixtures

From coal to oil

Supplying water heaters powered by gas or oil

1951

Released the Noritz
Bath Types A and B

Powered by wood or coal

Up until the 1950s, Japanese homes
generally burned wood or coal as
fuel, but these energy supplies
became scarce following World War
II. Noritz responded by developing
its Noritz Bath Types A and B with
tiles that could efficiently retain heat,
allowing users to efficiently heat a
bath using a small amount of fuel.
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1961

Released the GS gas
water heater,

the industry’s first
made of aluminum

Powered by gas

In the 1960s, Japanese homes widely
switched from burning wood and
coal to using gas and oil for heat.
Accordingly, Noritz began developing
gas-powered bathtub water heaters,
and launched its highly efficient and
smartly designed GS model of water
heaters made of aluminum instead of
copper, which was commonly used
for gas heaters at that time.

Diversifying energy sources

Applying the latest technologies to offer more convenient products

Responding to calls for

addressing global warming

Offering value-added products with improved environmental functions along with safety and comfort

Released the Yu-Bic
gas water heater, the
industry’s first with a
water tank for instantly
supplying hot water

Powered by gas and electricity

Noritz was the first in the industry to
equip a gas water heater with an
electrical power source, allowing
the compact yet powerful system to
stably heat water and be turned on
remotely inside the home.

Released

the GRQ-1600A
fully automatic gas
bathwater heater

Powered by gas

Noritz released its first fully automatic
gas bathwater heater, greatly
improving convenience for users by
allowing them to fill the bathtub with
just a press of a button.

Released

the high-efficiency
Eco-Jozu,

gas water heater

Powered by gas

Noritz developed an innovative gas
water heater that could efficiently
heat water by reusing exhaust heat.
Its superior energy-saving performance
was good for the environment and
helped users save on costs.

2013 2023

L

Developed a 100%
hydrogen-fueled
water heater

Powered by hydrogen

Noritz succeeded in developing a water
heater that uses 100% hydrogen as fuel. As
the world aims to achieve carbon neutrality,
hydrogen is a promising energy source
because it emits no COz2 when burned. By
designing this heater to attain the maximum
capacity of currently available household
water heaters, Noritz intends to offer products
with the same level of convenience while
also ensuring safety.

Released a hybrid
water heating system

Powered by gas and electricity

This hybrid system used both gas
and electricity to heat water, and
was the world’s only one to use
propane (R290), a natural refrigerant
that is better for the environment. It
also came with smart controls for
heating water at times optimally
suited to users’ lifestyles.

Released an integrated
heating and solar panel
system with space
heating capabilities

Powered by gas and solar energy

This system integrated a solar panel
system made up of a water storage
tank and heating equipment with a
high-efficiency Eco-Jozu model water
heater. In addition to water, the
system enabled floors to be heated
by solar power.
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Value Creation

Special Feature

Noritz develops a 100%
nydrogen-fueled water
neater for residential use

— Accelerating efforts to achieve net-zero COz

emissions by 2050 —

Since its founding, Noritz has strived to ensure a stable supply of safe and dependable water heaters in step
with advancements in energy infrastructure. Today, Noritz is developing next-generation water heaters
that can contribute to achieving net-zero greenhouse gas emissions by 2050 while maintaining high quality

and convenience for users.

Leveraging our technological
expertise to ensure a stable supply
of safe and dependable water heaters
in the future

As countries around the world aim to decarbonize, hydrogen
has attracted international attention in recent years as a
next-generation clean energy source because it emits no
CO:2 when burned. While the combustion of hydrogen gas
is clean, it has very different properties than the natural gas
conventionally supplied by municipal gas utilities, particularly
its higher flame speed and ignitability, as well as its invisibility.
Hydrogen’s higher flame speed can cause a reverse flow
back into the fuel supply line, a phenomenon called
flashback. This not only damages equipment, but can also
cause a fire in the worst-case scenario. Hydrogen gas also
ignites very easily even if only a small amount of air is mixed
in. Therefore, the amount of gas in the burner must be
limited as much as possible. Furthermore, the flame is
invisible to the naked eye, so it must be
handled much more carefully than

conventionally used gas. Given these

properties, the main difficulties for product
developers are devising ways to
prevent flashback and reduce
emissions of nitrogen oxides (NOx),
which cause air pollution.

Gakuto Horai
Components Technology
Research Department
Noritz Corporation
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When developing our new hydrogen-fueled water
heater, we deployed a method called premixed combustion.
This method emits comparatively less NOx, but due to its
structure, it is prone to flashback. Therefore, to design a
burner that can prevent this from happening, we carried out
a vast number of combustion tests and used simulation
software to conduct fluid analyses. As a result, we
succeeded in developing a 100% hydrogen-fueled water
heater that can prevent flashback and limit NOx emissions
at levels comparable with conventional gas water heaters.

This success was possible because of Noritz's expertise
in premixed hydrogen gas and combustion technologies,
which have been handed down since its founding.

During the development process, there were many
times when | felt anxious about handling hydrogen flames
because they are invisible. Nevertheless, all members of my
development team worked closely together and supported
each other. As a result, we were able to develop a water
heater fueled entirely by hydrogen, which had been very
difficult in the past. This was my first time since joining the
Company to experience such a breakthrough with this
energy source.

Since its founding, Noritz continued to supply water
heaters even when energy sources changed from firewood
and coal to gas, while staying true to the belief of its founder,
Toshiro Ota, that “quality baths bring joy to people.” Today,
too, we pay close attention to ensuring high quality and
convenience for users when developing our products. Many
kinds of energy will be used in the future as the world
decarbonizes, and Noritz will develop its products for
whatever energy sources are adopted.

Noritz's Business
and Philosophy

Message from
the President

{38 NORITZ 008 NORITZ

Preparing for the adoption of
hydrogen-fueled water heaters

With the growing frequency of extreme weather disasters
around the world, international efforts for combatting global
warming and climate change are more urgent than ever.
As many countries take steps toward carbon neutrality, the
use of green hydrogen as a non-carbon fuel is drawing
serious attention.

In Japan, the government is targeting a 46% reduction
in greenhouse gas emissions by 2030 (compared with the
level in 2013), and aims to achieve net-zero emissions by
2050. Green hydrogen is still mainly used as an industrial
gas, however, due to issues surrounding supply, costs,
and infrastructure. In the country’s water heater industry,
we expect green hydrogen to be first adopted by factories
and public facilities connected to dedicated pipelines. Now
that Noritz has developed a 100% hydrogen-fueled water
heater, we are confident that it will help commercial and
industrial facilities decarbonize in the future.

For these new water heaters to be widely adopted
in the residential sector, hydrogen infrastructure must be
designed and installed. Therefore, municipalities and
companies planning to make effective use of hydrogen
energy will need to jointly conduct demonstration tests in
advance to confirm the safety and durability of infrastructure
while refining compatible products.

The construction of hydrogen infrastructure has
progressed more rapidly in Australia and certain European

Value Creation Management Plan

Medium-Term Financial and Pre-Financial Results,

and Company Overview

Technology for Compatible
safely burning with different
hydrogen infrastructures

Same convenience
as today’s models

The unit can switch from  The unit can heat small or
burning gas to hydrogen  large quantities of water

Safety is ensured
by a flame trap

in the hydrogen burner with the replacement with the same level
of a single of user-friendliness
component as currently available

gas water heaters

M Envisioned shift to carbon neutral gas

Hydrogen

Natural gas

e Natural gas only
e Natural gas and blended hydrogen

Carbon neutral gas

2023 2030 2040 2050

countries than in Japan, so Noritz will look to
launch its hydrogen-fueled water heaters in
those markets first. Nevertheless, as a
company with a 40% share of Japan’s water
heater market, Noritz will work to pave the
way for the adoption of this new energy
source as soon as possible with a view
to helping the country achieve its goal
of net-zero emissions.

Koji Kinoshita
Corporate Planning Division
Noritz Corporation
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