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Corporate governance

Our guiding philosophy: Sharing returns with four stakeholders
We see our business as an integral part of society and the environment,
in which we create value and share profits from the business equitably
with our four stakeholders: shareholders, employees, society and the
company. This four-way returns philosophy passed down since our
founding involves paying dividends to shareholders, improving work
conditions and providing growth opportunities for employees,
building trust and contributing to society through our business, and
retaining profits for the company to make future business investments.

Because we aim to strengthen our relationships with each
stakeholder and improve our corporate value by optimizing our
capital allocation to maximize four-way returns, we must first reinforce
our business fundamentals to drive sustainable growth and better
business management.

As part of our business fundamentals, we adopt a board system
with our board of directors being chaired by and largely composed
of independent external members to ensure strong and transparent
management oversight.

Separate from the board, our executive management runs day-to-
day operations for business agility. This executive team now plays a
bigger role in decision-making to let the board focus more on
deliberating high-level topics and exercising oversight. And to ensure
the team'’s proper decision-making, we have established a Business
Strategy Meeting that involves our non-executive internal director in
setting the direction for the company’s medium- to long-term strategies.

Under the Executive Officers Meeting, we have a Business Review
Committee, which examines and analyzes risks the company takes in

conducting business (for example, when making investments and

Our value-creation
pprocess

Group CEO message

loans or entering into important agreements) to improve the quality
of deliberations at the said meeting. Other committees such as the
Sustainability Promotion Committee and HR Development
Committee also support managerial decision-making and oversight.
Members of our Audit & Supervisory Board — which helps
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enhance auditing controls for effective governance — attend

important in-house meetings, working closely with our internal audit

department and audit firm. When deemed necessary by internal

directors or full-time Audit & Supervisory Board members, internal

audit results are reported to the board of directors meetings.
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Corporate governance

Strengthening our board and business management

Our board of directors meets once a month in principle to discuss
and review important business matters and matters stipulated by law
and the Articles of Incorporation. To deepen the board's
understanding of the company’s business and operations, we have
been holding pre-meeting sessions since FY 2018 and inviting
external directors to observe and offer advice at the Executive
Officers Meeting since FY 2025.

We place importance on securing board members with diverse
backgrounds, expertise and insights from both within and outside the
company to cover the full range of skills the board needs. In FY 2026,
we welcomed a new director with deep knowledge of capital markets
and another with extensive experience in hospital management and
medical IT, strengthening the board'’s dialogue and oversight
functions from financial and strategic perspectives, particularly in the
health care domain. These changes help us improve the board's
effectiveness in support of greater corporate value while responding
to changes in the external environment.

To enhance the independence, objectivity and accountability of
board functions on matters of nomination and remuneration, our
Nomination & Remuneration Advisory Committee (chaired by an
external director since 2021) handles topics such as succession
planning, diversity in key positions and remuneration structure and
standards, and makes recommendations to the board of directors.

We conduct annual surveys to analyze and evaluate the
effectiveness of our board of directors. Based on FY 2025 results, the
board was viewed to be duly effective but there remain areas for

improvement (in terms of reinforcing internal controls and board
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monitoring and expanding board discussions to cover topics related
to the company’s medium- and long-term growth), which we will work
to address.

While overseeing and advising senior management, the board
monitors and checks investment decisions, cash flow management
and our progress in improving capital efficiency, from both
quantitative and qualitative aspects, for effective capital allocation
and alignment between strategy and execution. It also guides
strategies for increased corporate value and drives business

management with a clear focus on capital costs, to help us achieve

Nomination & Remuneration Advisory Committee
meetings in FY 2025

Date Agenda/discussion topic

2025
May 15

Performance-based remuneration for FY 2024

May 27 Review of employee allowances for transition to new HR system

Jul 8 Setting of FY 2025 KPIs for individual officers

Aug 12 Changes to new HR system

Sep9 Changes to new HR system

Nov 12 Results report from the employee engagement survey

2026
Jan 13

Review of remuneration standards

Feb 12 Setting of executive remuneration for FY 2026

Changes to regulations for board members and
Mar 10 executive officers

Setting of executive remuneration for FY 2026

present and future
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stable profitability and sustainable growth.

We will continue improving our board functions and governance
as part of our business fundamentals. With stronger business
fundamentals, we can better pursue our 2030 vision and other

themes outlined in our medium-term management plan.

New roles to support global business growth

Our overseas business, which brought in as much as 48 percent of
our consolidated sales in FY 2025, is key to sustainable group-wide
growth.

In the different countries and regions we operate, we aim to establish
a solid revenue base while complying with local laws and regulations.
Besides investing resources in focal countries and regions to grow
profits steadily, we also started tracking ROIC (return on invested capital)
on top of our other KPlIs for net sales, operating income and operating
income ratio, in efforts to improve capital efficiency.

To manage and support these efforts, we have put one director in
charge of global business governance and newly appointed Regional
Operating Officers (to report to our Group Operating Officer) starting
FY 2026. We also appointed Regional CFOs to strengthen financial
governance and risk management.

The board of directors will oversee these new roles continually to
ensure that they are effective in sustaining growth and managing risks

for our overseas business.

Risk management for continuous value creation
Our risk management entails identifying, assessing and responding

to internal and external risks across SATO Group companies. Besides



Corporate governance

assigning executive officers as risk owners for their respective areas,
we also run a Risk Management Committee (placed under the
Executive Officers Meeting) that shall determine major risks, monitor
risk management activities and lead a crisis management team to
provide prompt and appropriate responses when major risks occur.

Doing business in an increasingly uncertain and complex
environment shaped by geopolitical risks, cybersecurity threats and
possible supply chain disruptions, we must strengthen our
preparedness to ensure business continuity. We have identified 16
major risks and are working to deal with them more proactively
through risk controls we disclose online.

Among the high-priority risks, we aim to minimize risks from
geopolitical tensions, for example, by closely monitoring political
shifts to adapt our decisions accordingly. We also limit cross-border
capital exposure for investments in the important geopolitical risk
zones by funding them using local earnings. As the conflict in the
Middle East affects crude oil supply, we are spreading procurement
across our global locations and reviewing petroleum-derived
components and indirect materials we use to mitigate the impact of
rising costs. We also plan to reprice our products to control
fluctuations in earnings if cost pressures intensify.

We will continue taking comprehensive and effective measures to
manage the diverse risks surrounding our business, strengthening
the foundation on which we create value to remain always essential in

an ever-changing world.

Learn more about our governance practices and risk controls.

O www.sato-global.com/sustainability/governance/
~  www.sato-global.com/ir/policy/risk/
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From the chair of the board

Hideo Yamada External Director

present and future creation
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From the chair of the Nomination &
Remuneration Advisory Committee

Sadayoshi Fujishige External Director

SATO first appointed external directors in 1999 and has been working to
achieve a balanced board composition long before corporate governance
gained visibility in Japan. Maintaining a good mix of internal and external
members helps foster healthy tension for high-quality board discussions that
add value to the company.

In 2021, | became the first external director to serve as board chair. In my
role, | constantly make it a point to ask critical questions and seek clear
answers to drive discussions while encouraging risk-taking (on growth
opportunities) with prudent oversight. Over the past fiscal year, the board
covered important topics related to strengthening business infrastructure
and governing global operations in our discussions. External directors also
started joining the Executive Officers Meeting as observers so that we can
better understand the company'’s business and engage in closer dialogue
with the executive team to exercise more effective oversight.

SATO is a company with endless possibilities. It embraces a “powered on
site” culture, has open-minded leaders, boasts a growing global network and
envisions innovating tagging to bring out the best in the technology. But the
company’s IT infrastructure, global governance and talent development must
improve for it to pursue further growth. The board will seek to discuss and
address these areas, while tapping insights from our pre-meetings and
advisory committee meetings.

The board has a challenging role in guiding the company forward given
today's complex economic and geopolitical environment. We will keep up
our current board culture to exchange ideas freely and candidly for thorough
discussions. As board chair, | will strive to lead with balance and help the
board stay functional in providing governance and contributing to

sustainable business growth.

To achieve its medium-term management plan, SATO needs
leaders who stay close to realities at the business front lines,
possess global and social awareness, and excel at execution to
navigate changes and create new value that solves social issues at
their core. The Nomination & Remuneration Advisory Committee
works on building such a leadership team to drive long-term
success by discussing various topics and making recommendations
to the board of directors.

We discuss pay policy, for example. In FY 2025, we helped
introduce employee engagement score as a new non-financial KPI
for performance-based stock compensation to ensure that officers
not only focus on immediate results through their respective roles
and responsibilities but also consider human capital management
and how that translates to higher corporate value over the long
term. We cover succession planning too, helping to shortlist and
train high-potential employees and assess their skills based on a
clear set of requirements and through a transparent, systematic
process. As the company keeps growing globally, it must strengthen
its leadership pipeline with a larger pool of competent candidates.

The company must also build a dynamic skills matrix structure
and invest in talent development globally for more effective HR
governance while upgrading its executive pay policy to increase
transparency and tie rewards more closely to business value
creation, in line with expectations of the capital markets. The
Nomination & Remuneration Advisory Committee will discuss and
address these areas to help the company strengthen board

governance and build people for building business.
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CO m pa ny data (As of March 31, 2026)
Overview Stock information
Name SATO Corporation Shares authorized 80,000,000 Treasury stock Financial
3.07% instruments firms
Location Tamachi Station Tower N, 3-1-1 Shibaura, Shares issued 33,635,942 1.42%
Minato-ku, Tokyo 108-0023, Japan Shareholders 9314
Established/incorporated  1940/1951 Stock listing The Prime market, o Ianncgv;il#:rlz
Paid-in capital ¥8.4 billion Tokyo Stock Exchange com;;?igez 32.61%
Employees 6,012 Securities code 6287 28.89% | Composition of
Consolidated subsidiaries 49 Fiscal year April 1 to March 31 shareholders
General meeting of shareholders June
Global network Shareholder registry administrator
= Mitsubishi UFJ Trust and Banking Corporation Other :
corporations Financial institutions
13.21%

Europe
France
Germany
Italy
Netherlands
Poland
Russia

Spain
Sweden
Turkiye

UK

Indonesia

¥

Japan -
Malaysia s
Philippines
Singapore
South Korea

Oceania
Australia
New Zealand

Taiwan
Thailand
Vietnam

Americas
Argentina
Brazil
Mexico
USA

Major shareholders

20.80%

Name

% of shares

Shares owned .
outstanding

The Master Trust Bank of Japan, Ltd. (trust account) 4,384,500 13.45
Sato Yo International Scholarship Foundation 3,786,200 11.61
Custody Bank of Japan, Ltd. (trust account) 1,965,800 6.03
SATO Employees’ Stockholding 1,938,978 5.95
The Bank of New York 133612 1,603,800 4.92
Shizue Sato 897,470 2.75
Mieko Yokoi 854,345 2.62
Mari lwabuchi 794,570 2.44
State Street Bank and Trust Company 505223 734,214 2.25
JPMorgan Chase Bank 385839 677,229 2.08

Notes: 1. The company holds treasury stock of 1,031,848 shares but is excluded from the above list of major shareholders.
2. Percentage (%) to shares outstanding is calculated excluding treasury stock.
3. Treasury stock includes 10 forgotten shares and excludes 139,495 shares held in the BIP Trust for executive compensation.
4. Names of major shareholders are reflected in the same manner as they appear in the shareholder register, except for Sato Yo International

Scholarship Foundation whose ownership data is aggregated.





