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Corporate philosophy Corporate tagline

Quality First Promise of Performance

Makino pursues “Quality First” in all of its products and We measure our success by your success. Code of Conduct

services, as well as in its own organization and employees, Our promise is rooted in relentless craftsmanship. Every day, we strive to
with a strong belief in mutual trust among everyone get better and resolve to work harder. Doing our unconditional best is more
involved in building, selling, and using Makino products. than a goal, it’s a responsibility we feel to our customers.

Today, our Promise of Performance drives everything we do for you.
Makino is more than our name. It's our word.

Quality First

All machines are made using machine tools. This is the reason machine tools are called mother machines.
These machines must be high quality and reliable.

Makino will continue realizing sustainable growth as a provider of machine tools and

technologies which enhance production efficiency, consistently exceeding customer

expectations under our philosophy of Quality First.

Compliance with laws and regulations
Respect for human rights

Sensible corporate activities
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Environmental protection

5 Internal control
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Message

from the
President

The source of sustainable growth lies in
listening sincerely to customers, taking

on challenges, thinking carefully, and
continuously creating.

Shotaro Miyazaki

President
Makino Milling Machine Co., Ltd.

We strive to accurately identify market trends and address current issues

with a sense of urgency.

It is one year since | assumed the position of
president and, although it has been a very difficult
time due to the pandemic, demand has recovered
rapidly as Japan has transited from a post-
pandemic to an endemic phase. While the
recovery in demand provided a tailwind, a rapid
increase in orders in the past year also led
to higher order backlogs, resulting in longer
delivery times.

In fiscal 2022, ended March 31, 2023, we
faced the challenge of clearing the backlog of
orders. In addition to making design changes
and revising the processes related to bottlenecked
products, relevant divisions and suppliers worked
together to address product development and
manufacturing issues with a sense of urgency.
This resulted in a second straight year of sales
and income growth, as well as a record-high
number of orders.

While delivery times are improving for small
and medium-sized machines throughout this
fiscal year, those for large machines remain an

issue due to such factors as assembly space
limitations. As we continue our efforts to improve
delivery times, however, we will ensure that this is
not done to the detriment of the high quality and
precision that characterize our products.

Despite having achieved record high sales,
the operating margin ratio was lower than its
most recent peak in fiscal 2018.

The entire supply chain has been affected by
soaring raw material, energy, and transportation
costs reflecting the sharp depreciation of the yen.
Efforts to gradually pass on to prices our cost
increases continue, as we take steps to improve
internal costs.

In a bid to increase our margin ratio, through
service enhancements and cost reductions, we
set up the cross-divisional Cost Improvement
Office. This has enabled us to implement
changes to improve our cost structure, and
similar efforts are being made in each division.
This move will allow us to focus on creating a
system that generates a sustainable income.
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Message
from the

President

Relentless pursuit of high quality and precision

Currently, our global demand is driven by semiconductor
manufacturing equipment in Japan, Europe, and the US,
as well as electric and electronic parts in China. Orders for
EVs are also increasing. In the US and Europe, orders for
medical-related products such as artificial bones, and
aerospace-related products such as corporate jets, are
also strong.

At the same time, however, the global economy is
slowing as a result of rapidly rising prices and energy
supply concerns stemming from the situation in Ukraine,
with customers in various countries becoming more
cautious about capital investment. Demand for machine
tools is easily affected by economic trends, which are likely
to change quickly.

However, many customers have needs in common,
such as for labor saving, as well as for manpower
reduction, automation, and high quality and precision
machining. By meeting these needs, we are able to
respond to economic developments and trends, and thus

to establish a product development system that can
quickly and flexibly respond to change.

Customers will continue to demand greater precision
in machining while, at the same time, demand will grow for
improved productivity, including process integration within
manufacturing processes.

In response, we will provide high-quality, high-
precision machinery and functions, such as five-axis
machines that realize enhanced efficiency. Specifically,
responding to recent demand for advanced automation at
production sites, we launched a new in-house project
aimed at upgrading existing automation systems. To meet
customer needs in each region and accelerate product
development, we are collaborating with overseas
subsidiaries to promote global product development.

We will continue responding to customer requests and
promptly provide the required machinery, functions, and
services which, in turn, will lead to further corporate growth
for Makino.

Production system captures domestic and foreign orders

Today, Makino products and functions are used in many
areas, including semiconductors, EVs, aircraft, and
medical care.

While we provide products, functions, and services
that customers currently need, in 20 or 30 years’ time we
will probably be manufacturing products for different
applications. At present, for example, parts for EVs and
semiconductor manufacturing equipment are becoming
increasingly larger, so there is a growing need for larger
machine tools to machine these parts.

We plan to build a new plant near one we already have
in Yamanashi Prefecture, and construction is scheduled
for completion in 2026. We want this plant to use
a completely new production flow, in anticipation
of manufacturing products that differ from those we
produce now.

It is essential that we have an environment that enables
us to provide the products and functions customers require
at all times. In Japan, we have been promoting in-house
production of sheet metal for several years to further
improve quality and shorten delivery times, with some of
these products now being mass-produced. We will
continue to engage in research aimed at setting up a
system that can flexibly respond to fluctuations in demand.

We plan to expand our production system throughout
Asia to help meet the needs and resolve the problems of all
our customers. To this end, we have been preparing our
bases in anticipation of market growth in China and other
Asian countries. In fiscal 2022, we commenced operations
at our Wuhan, China, plant and plan to expand it. We will
also develop our plant in Kunshan, so as to have a
production system in China that responds to changes in
the environment and meets customer needs.

Growth requires Quality First approach

With Quality First as our corporate philosophy, we provide
machine tools required by customers in a wide variety of
industries. With the market changing ever faster, it is
important not to pursue change but, rather, to support
customers in adapting to those changes and to keep up
with their demands.

| believe that returning to the basic policy of listening to
customer complaints and problems, which has been our
policy since the Company'’s founding in 1937, and helping
to resolve immediate customer issues will contribute to our
medium- to long-term corporate growth.

We have consistently maintained the importance of
first listening to customer issues and opinions, then
providing the needed products at customer sites.

Our approach of listening to customers in order to
respond to their needs more quickly will remain unchanged.
Since the beginning of my tenure as president, | have told
our employees they should be scolded more by our
customers. That is because the harsh words of our
customers reveal their true feelings and concerns.

In order to continue being a partner that our customers
can talk to about their problems, we must think outside the
box and provide accurate solutions. | believe this is the
driving force behind our Company’s growth.

Proactive measures to enhance corporate value

Our Challenges

3¢ %

Increased
asset efficiency

Improved
profitability

Our Solutions

e Increased productivity

e Proactive investment
in rationalization turnover ratio

e Launch of distinctive * Reduction of investment
products securities

e Shorter lead times
e [mproved asset

As | mention above, although we achieved all-time high
sales and orders in fiscal 2022, the operating margin ratio
and ROE did not reach record highs. In future, we will
make every effort to improve profitability and enhance
corporate value.

Our initiatives will focus on four issues: improving
profitability, increasing asset efficiency, expanding
shareholder returns, and enhancing sustainability.

o Stable dividends
¢ Flexible shareholder

@

Enhanced
sustainability

 Better governance

e Greater human

returns capital investments

© Response to climate
change issues

We will take various steps to realize these improvements
and make an effort to meet the expectations of all our
shareholders. We aim for an operating margin ratio of
12.0%, ROE of 11.0%, and a shareholder return in the
range of 35-45% over the next five years.
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Our History

Management and organization
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1937

Makino History

Since our establishment in 1937, Makino has created a number of advanced products and technologies as a specialized manufacturer

of machine tools.

In the world of machine tools, where demands for functions and levels change with the times, we must continue to evolve.
Makino has been able to do this by carrying on the pioneering spirit of our founder, Tsunezo Makino. He believed we should
never imitate others and should do what no one else is doing. His dedication to Quality First in pursuing the best in each machine we
make, was based on the idea that the manufacture of machine tools is an art.

Mindful of these enduring ideas, we will continue to take on the challenge of technological developments through continuous

innovation and creativity, always betting on machine tools without hesitation as a specialized manufacturer.

This is in Makino’s DNA, and will always be part of our identity.

1937 Tsunezo Makino establishes the

Manufacturing Division of Makino Shoten,

specializing in the manufacture of No. 1-type

vertical milling machines.

1942 The company name is changed to Makino

Vertical Milling Machine Works.

FMS factory at the Atsugi Plant (1983)

Includes 10 machining centers, three automated
guided vehicles, an automated warehouse, and tool
stations.

Net sales Il Consolidated domestic sales

Non-consolidated sales

1950

1952 Develops the vertical milling machine, G.
1958 Develops the K-Series of vertical
milling machines.
Develops Japan’s first NC milling
machine, KNC.

1966 Develops Japan’s first machining
center, MCP-70.

1958 1966

Japan’s first NC milling machine,
KNC MCP-70

1972

1975

1976

1979

Japan’s first machining center,

1961

1964

1967

1971

1975

1977
1978

1981

1983

Consolidated overseas sales

Develops a transfer line (FMS)

The company name is changed to Makino
Milling Machine Co., Ltd.

Makino is listed on the Second Section of the
Tokyo Stock Exchange.

Atsugi Plant (Kanagawa Prefecture) is completed
and begins operation.

Makino is listed on the First Section of the Tokyo
Stock Exchange (currently the Prime Market of
the Tokyo Stock Exchange).

Establishes Makino U.S.A. INC.

Establishes Makino Technical Service Co., Ltd.
Acquires an equity interest in Heidenreich &
Harbeck Werkzeugmaschinenfabrik GmbH
(currently MAKINO Europe GmbH) in Germany.
Purchases LeBlond Machine Tool Company in
the U.S., changes the name to LeBlond Makino
Machine Tool Company (currently MAKINO INC.).
Adds flexible manufacturing system factory to
Atsugi Plant and starts operation.

Fuji Katsuyama Plant

1980 Develops the EDNC22 NC sinker

consisting of adaptive control
machining centers.

Develops the Hi-PROGRAM | and I
automatic programming system.
Develops the FNC Series of NC vertical
milling machines and the FNC-A Series
of vertical machining centers.

Develops the EC3025 NC wire EDM.

1982

1986

1987

1989

EDM.

Develops the DMS Commercial
Automatic Die and Mold Machining
System.

Develops the automatic system
module MMC (Makino Machining
Complex).

Develops the RMC55 NC vertical
milling machine (LeBlond Makino) in
Asia.

Develops the A55 horizontal
machining center.

Develops control devices
Professional 1 and 2.

1980 1989 1999
NC sinker EDM, Horizontal machining center, Vertical machining center,
EDNC22 A55 V33

Makino Inc. Makino Europe GmbH
(U.S.A) (Germany) (Sing:
1987 Fuji Katsuyama Plant (Yamanashi Prefecture) is

1993
2001
2002
2008

2010
2012

2013

1990

1991

1994

1999

2000

5-axis horizontal machining center,

completed and begins operation.

Acquires ownership of LeBlond Makino Asia
(currently Makino Asia Pte Ltd).

Establishes Makino J Co., Ltd.

Establishes Makino India Pvt. Ltd.
Establishes Makino (China) Co., Ltd.

Adds assembly plant for large machines to
Fuji Katsuyama Plant and starts operation.
Opens R&D center in Singapore.

Fuiji Yoshida Plant (Yamanashi Prefecture) is
completed and begins operation.

Establishes Atsugi factory No. 3 in Atsugi Plant
and starts operation.

Develops the FX650 vertical
machining center (LeBlond Makino) in
Asia.

Develops the Mold eye H series 3D
CAM system.

Develops the Gl Control and Super Gl
Control technologies.

Develops the J55 horizontal
machining center.

Develops the V33 vertical machining
center.

Develops the MAG series of

horizontal machining centers for
aerospace components.

ey

2000 2009

MAG series F5

Makino Asia Pte Ltd

apore)

2001

2006
2008

2009

Vertical machining center,

Makino India Pvt. Ltd.
(Indlia)

2017 Nagoya branch is relocated and

begins operation.

2018 Opens Kobe technical center.

2019 Establishes Makino J China Co., Ltd.
2022 Makino J China Co., Ltd. constructs

Wuhan Plant in China and starts

operation.

Develops the a51 horizontal
machining center.

Develops the SP43 and SP64 wire
EDMs in Asia.

Develops the iGRINDER Gb5.
Develops the D500 5-axis vertical
machining center.

Develops the iQ300 precision
micromachining center.

Develops the T4 5-axis machining
center.

Develops the F3, F5, PS65, and
PS95 vertical machining centers in
Asia.

2017
5-axis vertical machining center,
V80S

2010

2013

2017

2018
2020
2021

2022

2023

Makino China Co., Ltd.
(Kunshan, China)

(Wuhan, China)

(Billions of yen)
200

150

100

2020

2023

Develops the EDAF2 and EDAF3 sinker
EDMs in Asia.

Develops the D800Z 5-axis vertical machining
center.

Develops the V80S 5-axis vertical machining
center.

Develops the iAssist manufacturing support
mobile robots.

Develops the BX3 EDM hole drilling machines.
Develops the LB300/LB500 laser machine.
Develops the JAG horizontal machining
center in Asia.

Develops the a900Z 5-axis horizontal
machining center.

Develops the DA500 5-axis vertical
machining center.

2020 2022

Laser machine,
LB300

5-axis horizontal machining center,
a900Z
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Our Business
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Makino Business Model

Main products

In addition to vertical, horizontal, and 5-axis machining centers, Makino develops, manufactures, and
sells machine tools™ that include electrical discharge machines (EDMs), laser machines, and milling

Global expansion

Makino has proactively expanded business globally since the 1970s.
To maximize the utilization of Makino machines, we have established local business offices.

maChineS' * Machines used to process workpieces by cutting or drilling holes.
Others
Others Vertical machining centers ¥1 7
« £ Dbillion

¥48.6 billion ¥56 6 o

Fiscal 2022 = U billion Europe
Wire EDMs Consolidated net sales

by product Horizontal machining centers ¥1 8.7 billion
¥84 billion

¥227.9 billion ¥92.9 billion Americas

Sinker EDMs

¥21 2 billion

Machining centers are machine tools that can automatically select and
change tools to perform multiple machining operations, such as drilling
and facing, using a single machine.

Vertical machining centers have spindles for mounting and rotating
tools vertically, and horizontal machining centers have spindles for doing
S0 horizontally.

Vertical machining center

Mainly used to process dies and molds.

ic

Sinker EDM

Wire EDM

Mainly used in the processing of precision
press molds for automobiles, IT products,
electrical products, and semiconductors, as
well as in the processing of precision parts
for medical equipment

Milling Machines

Milling machines process flat surfaces, holes, and grooves using rotating tools.
There are two types: manual operated milling machines and NC milling
machine equipped with NC devices to enable automatic operation.

Mainly used in the processing of
plastic and die-cast molds for
automobiles, T products, electrical
parts, and other items.

Note: Fractions less than the indicated unit are rounded down.

¥64O billion

) o Makino Europe GmbH
Horizontal machining center
Widely used in the processing of parts used in the
automobile, aircraft, construction machinery,
energy-related, semiconductor manufacturing
equipment, and other industries.

European expansion

1978 Acquires an equity interest in
Heidenreich & Harbeck
Werkzeugmaschinenfabrik GmbH

(currently Makino Europe GmbH) in il
Germany
1987
EDMs use electrical discharge for processing. They
comprise of Sinker EDMs and Wire EDMs.
2001
Base
expansion 2002
2019
e Germany
o |taly
* France
e Spain
e Slovakia

Makino Asia Pte Ltd

LeBlond Makino Asia

(indirectly owned subsidiary)

LeBlond Makino Asia becomes a directly

owned subsidiary

(currently Makino Asia Pte Ltd)

Establishes Makino India Pvt. Ltd. (Makino

Asia Pte Ltd subsidiary)

Establishes Makino (China) Co., Ltd.

Japan

Fiscal 2022 ¥39.8 billion
Consolidated net sales

by region Asia

¥227.9 billion ¥103.6 vitiion

Note: Fractions less than the indicated unit have been rounded down.

Makino Milling Machine Co., Ltd. Makino Inc.

1937 - Establishes company United States expansion

Southeast Asia, India,
and China expansion

1967 Operation commences at
Atsugi Plant

1975 Establishes US corporation

1981 Acquires LeBlond Machine Tool

Company (currently Makino Inc.)

Atsugi Plant

1987 Operation commences at
Fuji Katsuyama Plant

Base

Fuji Katsuyama Plant expansion

(Makino Asia Pte Ltd subsidiary/Kunshan)

Establishes Makino J China Co., Ltd. 2008 Expands Fuj Katsuyama Plant ,
(Makino Asia Pte Ltd subsidiary/Wuhan) ¢ Unites States
2012 Operation commences at
Fuji Yoshida Plant e Canada
— — = 2013 Operation commences at o A
o= G ‘“ﬁ spindle head factory Mexico
2015 Fuji Yoshida Plant expanded

& 7

Wuhan Plant

MAKINO REPORT 2023
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Our Value

Makino Value Creation

We provide machine tools, peripheral equipment, and software, as well as engineering
services utilizing these tools to facilitate automation. All these products are customized

to meet the needs of the automobile, aircraft, medical care, and other industries.

Through these efforts, we provide customers with the latest know-how to maximize

use of their machines and help resolve issues in each industry.

Main Makino products and
customer products created
using Makino products

_J

Semiconductor manufact

Semiconductors are used in products that are indispensable to our daily
lives, such as mobile phones, home appliances, and automobiles.
Semiconductor production requires vacuum environments, and the shape of

machine parts used in the manufacturing process must be extremely precise.

Makino contributes to global semiconductor production through the provision
of machines meeting the demands of high precision.

Automobiles

Motors are the heart of EVs, PHEVs, and FCVs.

Motor cases that protect motors must have high cooling performance and
be lightweight, to meet the increasingly stringent quality requirements.
Makino machining centers facilitate the long-term production of
consistently high-quality motor cases.

A /:Jﬁb/ﬁ\

Semiconductors
manufacturing
equipment

PR,

Automobiles

7

o]

—
Home

appliances

=]

%E@ machinery
=)

Smartphones

Laser
machines

Construction

Conveyance systems

Milling machines

EDM hole drilling

Agricultural

Customer products created
using Makino products

Personal
computers

Artificial
satellites

Electronics

Vertical
machining centers

Software and digital, F
including CAD/CAM Aircraft
Aircraft are indispensable for long-distance travel. In the manufacture of aircraft
parts, large quantities of light and strong aluminum alloy are machined into
complex shapes in order to achieve both light weight and high strength.
Our MAG series, which processes aluminum alloy at high speeds with high

precision, has become the standard for machining aircraft parts.

5-axis vertical
machining centers

Aircraft

Horizontal
machining
centers

Makino
technologies ot

horizontal
machining
centers

Medical equipment

Titanium is one of the materials used for artificial joints.

Although titanium is a lightweight, strong, and body-friendly metal compatible
with living organisms, it is also difficult to machine, as it causes severe tool wear
during processing. Makino meets customer needs with machines that provide
excellent rigidity suitable for machining difficult-to-cut materials.

Medical
equipment

Large machining centers
(For aircraft)

NC EDMs

Wire EDMs

Watches

Digital cameras

1 ™~

machinery ’ {
= |
MAKINO REPORT 2023

12



Makino Value Creation Process

The Makino R&D, Production, Sales and Service Divisions provide products and services
supporting customer efforts to overcome challenges including developing entirely new
products and enhancing production efficiency.

Identifying and solving customer issues drives industry advances and contributes to
society, which leads to the enhancement of Makino’s corporate value.

Value Creation

Corporate philosophy

Quality First

Intellectual capital < P-15)

e Technological capabilities cultivated
by assisting with the resolution of
customer issues

S
|/

e

[/
e,
[1\d

\\
4

a
MAKINO’s SDGs VISION

‘Fo»— My HOMC P,ow\e‘,’

Manufactured
1 Bonds between people

capital ->P.19)
e Master craftsman technologies that
achieve high precision
What we can do to build better relationships e Global production bases

between people
2 Financial capital -C P.21)
11|1|1|] e (Cash-generating capabilities

facilitating planned capital
investment

Natural capital = P.25)
e Use of renewable energy
. e Development of products with superior

environmental performance

Applications

Engineering

Social capital — P.17)

e | ong-term relationships of
trust with stakeholders

Q)
X

Maintenance
services

MAKINO

"N

- Sales and
- services

&D and
roduction

e

Provision of products and services

2 Makino’s manufacturing

New challenges

What we can do to create
sustainable machine tools

3 Connection with customers

What we can do for our customers’ manufacturin
MAKINO Production System

Human capital < P.27)

e Diversity of human resources

000

a3

¥227 | 9 billion

Japan ¥39-8 billion
Overseas ¥1 88- 1 billion

Net sales

% -

Customers

A |

P
Fiscal 2022 results (consolidated)

Corporate value enhancement —
CO0, emissions

Scope 1 & 2 targets
(consolidated)

5=

Industrial
development

Carbon
neutrality

&

Prosperous
society

Outcome
Products created (Society)

by customers

Realization of
a sustainable
future

D

) Value creation

Operating margin

ratio 7 m 7 %
iz 8. 6 %
Dividend 2 2 3
payout ratio D%

42 (from fiscal 2022)
2030 % reduction
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Intellectual Capital

Makino Core Competencies

Makino’s strength lies in technological
development capabilities that incorporate the

Contributing to customers and society through product development

Intellectual

Capital latest trends and exceed customer expectations.

S S S S S S SSSSSSSSS SSSSSSSSSSSSSSSSSSSS SSSSSSS SSSS

Pursuing products and services that exceed customer
expectations

Makino products, which are used in automotive, semiconductor, medical
care, aerospace, and a variety of other industrial fields, have taken shape and
evolved through the process of listening to customer needs, then developing
and improving machinery that meets those needs. In addition to sales staff,
product development staff often visit customers to ascertain their issues and
requests. This approach enables us to accurately grasp customer needs and
provide them with the products and services they require.

Proposing and providing products and services that exceed customer
expectations is both what identifies us and our strength. Products and
technologies born from issues and needs lead to the creation of new models
and services. The voices of each customer are the source of our technological
innovation.

Our product and development policy can be summed up as being high
speed and high precision, on which characteristics our founder, Tsunezo
Makino, placed great importance. This is the core concept that guides us in the
creation and improvement of machines, and which is instilled in every employee.

Haruyuki Shiraishi

Director, Executive Manager of R&D Division

Providing customers with products and services based
on perceived social issues

Although customers face a wide variety of issues, common needs at present
include labor saving and automation. In Japan, there is worker shortage,
mainly due to the declining birthrate and shift away from manufacturing. The
pandemic also restricted the movement of people overseas, causing labor
shortages at manufacturing sites in many countries and regions. In light of
these social issues, there is a growing need for automation that can realize
productivity improvements.

Makino provides both high-speed, high-precision processing machines,
as well as one-stop automation equipment and operating software to save
labor and facilitate automation in the transportation of workpieces (parts
being processed) and other operations.

There is also growing interest in carbon neutrality. The eSTABILIZER
technology developed by Makino automatically controls machines according
to changes in factory environments, and has developed a strong reputation
for its ability to reduce power consumption for air conditioning while
maintaining high-accuracy machining. Further, as reducing the time required
to machine parts will also lead to higher production efficiency and reductions
in CO, emissions per part, we will continue our efforts to increase the speed
and precision of our machines.

Digital Transformation (DX) in all
manufacturing activities

We are also proactively engaged in DX. At present, we are moving forward
with preparations for the introduction of Product Lifecycle Management
(PLM), which we aim to begin implementing in December 2024. By
introducing this, we will share and visualize a variety of data related to
product research, as well as sales, production, after-sales service, and all
other business activities in Japan and abroad, in order to achieve DX in all
manufacturing activities.

By promoting DX in manufacturing, we will provide value that exceeds
customer expectations by reducing costs, shortening lead times, and
providing prompt after-sales service.

Resolving customer issues enhances Makino’s
product development capabilities

In our growth as a machine tool manufacturer, it has been important to
always listen to customer needs. We rarely have a clear-cut solution to
customer problems at the beginning, and instead have to slowly discover
information and problems through trial and error. This has enabled Makino to
provide products that satisfy customers.

Engaging in trial and error with customers leads to new products,
technologies, and solutions, and we believe that cultivating human resources
who can resolutely confront this process is key to enhancing our development
capabilities. We will continue to emphasize the product development of
human resources who can grow together with our customers.

Amid serious labor shortages in the manufacturing industry, there is a
growing need for labor saving and automation at manufacturing sites.
Makino facilitates automation of the entire manufacturing process.

In providing one-stop automation, we ascertain overall production line
conditions. This leads to the development and proposal of functions tailored
to conditions at each customer worksite. We have faced issues with
customers in various fields, and incorporate knowledge gained from these
experiences in product development.

Product lineup to meet the need for larger size, higher speed,
and greater precision

T1 5-axis horizontal

machining center -
|..__.

n—-i

MAG4 5-axis
horizontal machining center

m Global development of MAS-NX automation support software

There is a trend to using larger parts in new energy vehicles. By
changing the process from machining multiple parts and assembling them
into a single unit, to machining them as a single part, man-hours can be
drastically reduced and products can be made lighter.

With each individual part being larger, the machines are larger, thus
requiring higher precision than before.

We have experience in addressing similar issues in aircraft. We will
contribute to society by resolving the conflicting themes of larger sizes, higher
speeds, and higher precision in machining with highly reliable products
leveraging technological capabilities cultivated in the field of aircraft.

D2 5-axis vertical
machining center

Automation in manufacturing has evolved alongside software. Makino has
provided many automation systems since the early 1980s.

Our new MAS-NX software currently under development is equipped
with Makino’s proprietary Proactive Scheduling production scheduling
function, based on overall operational simulations that include operators as
well as machines.

The function facilitates the advanced prediction of risks such as tool
shortages and tool life that may occur during the execution phase of production
planning, enabling countermeasures to be taken. It includes Insight, a function
that supports further customer improvements using the latest digital

response to changes in external temperature.

The proprietary technology was developed after a customer, who demanded high-precision machining,

complained that the accuracy of the machine was unstable.

The instability was caused by temperature fluctuations in the factory where the machine operated. Air
conditioning systems that stabilize machine temperatures are also important for maintaining high machining
accuracy, and in the past, we have recommended that customers upgrade their factory air conditioning

equipment to a system that can be precisely controlled.

technologies to analyze machine operating conditions and operator behavior.

We are making advances in software development methods, while
shortening development lead times by maximizing the use of overseas
subsidiary development resources, with Japan taking the lead. In addition to
providing attractive functions, the system incorporates a design that can be
easily customized by overseas subsidiaries to meet country-specific needs.

Makino will continue meeting demand for labor saving and automation
with software leveraging advanced technologies to support improved
productivity.

New technology OPTIMIZER born from customer problems

In 2023, we commercialized OPTIMIZER, a technology that automatically optimizes machining accuracy in

PESERY R I R R [

However, cooling the factory by using air conditioning was not necessarily the correct answer, and we

thought that machining accuracy should be optimized by the machine itself.

OPTIMIZER function

In conjunction with related departments and the customer, we carried out repeated measurements and — we added this function, which acquires and analyzes data on the
verifications aimed at developing functions that would facilitate optimal machining accuracy even in this  relationship between temperature changes and displacement in customer
customer’s environment. As a result, we were able to achieve a level of accuracy that satisfied the customer — usage environments, and automatically calibrates optimal parameters to
without the need to upgrade their air conditioning system. This effort led to the commercialization of the ~ maintain higher machining accuracy, to our eSTABILIZER technology,

OPTIMIZER.

Sincere efforts to address as our issue what previously had been considered a customer issue, has led

to new innovations for Makino.

which predicts and corrects temperature-related machine deformation by
comparing data on assumed machine deformation and data on measured
temperatures inside the customer’s machine.
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Makino Core Competencies

S5

Social and
Relationship
Capital

relationships

I Accurately grasping global trends

Although the market began moving rapidly once the pandemic had started to
ease, it gradually slowed down during the second half of fiscal 2022.
However, we remain optimistic, and in fiscal 2023 (April 1, 2023 -March 31,
2024.) vigorous movements behind the scenes are leading to orders.

In China, there is ongoing demand for capital investment in some areas,
including those related to new-energy vehicles. Thus the Company will expand
its business there by investing further in its facilities in Kunshan and Wuhan.

Makino regards not only China, but also India and other Asian countries as
important markets, where it plans to expand business to meet growing demand.

Aircraft markets are recovering in Europe and the US, and growing in
India. Airframe and engine part demand is increasing among major aircraft
companies, and for corporate jets in particular.

In Japan, due in part to government policies, we expect semiconductor
production equipment to become one of the pillars of our business. As market
trends differ by country, region, and industrial area, it will become increasingly
important that we accurately grasp trends in order to steadily promote sales
focused on the next step.

Yukihisa Takayama

Executive Officer
Executive Manager of Sales Division

Market trends and customer
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I Leveraging our capabilities to boost customer trust

Our sales strength lies in the fact that machining technology, after-sales service,
and sales staff have worked closely together to serve customers since the
Company’s founding. As the machines delivered to customers are used for
several decades, sales staff must maintain relationships of trust with customers.

Although the needs of customers change with the times, Makino has
become what it is today by supporting customers as a team, while addressing
the issues and requirements of the day.

Customer needs vary widely, from preventing machine breakdowns, to
reducing processing time and environmental impacts. For this reason,
understanding our machines, as well as customer products and their entire
production process, are essential to meeting customer needs. Team effort
allows us to provide customers with a sense of our value as we continue
strengthening our efforts to create win-win relationships.

I Advancing physical and digital sales

Makino’s business begins with listening to customer issues. Face-to-face
communication is crucial to ascertaining what is needed and strengthening
relationships of trust.

However, during the more than three years of the COVID-19 pandemic,
we were often unable to engage in our preferred style of in-person sales. But
we are now finally able to visit customers again, and they are able to go to
our plants.

Our products are not inexpensive, so when customers choose them, they
do so for specific reasons. These include high speeds, great precision, and
advanced functions. But ultimately, it comes down to the trust customers
have in our sales staff and Company. To continue building trust, we are now
once again proactively engaged in physical sales activities.

At the same time, digital transformation, or DX, in sales activities has
advanced, due to our pandemic-related inability to conduct face-to-face
sales. We now hold online seminars on a variety of topics, including product
features and system programs, and are using digital technologies to develop
new customers and establish customer contact points.

While exhibitions were cancelled because of the pandemic, we thought
that if customers could not come to an exhibition, we would take the
exhibition to them. So we organized the D2 machining sample caravan. This
resembled an exhibition, in which items can be seen, comments heard, and
samples held. Samples were machined using the 5-axis vertical machining
center D2—a new product at the time—loaded onto a stage truck, and taken
to customer factories for exhibition.

As a result, engineers working in the field provided us with valuable
comments that are usually hard to come by at regular exhibitions. And
the real time feedback lead to product orders. We have thus decided to
continue building trust through hybrid efforts combining physical and digital
activities.

Social and

Relationship Capital

Orders received Japan Asia United States Europe
(Millons of yen) D2 machining sample caravan [
000 208,960 : :
201.963 ’ : The D2 machining sample caravan is a sales measure in which -
200,000 ’ . we load machining samples made using our 5-axis vertical :
- machining center on a stage truck for first-hand inspection at :
150,000 141,585 customer factories. .
117,410 A member of Customer *
. . Application Center
100,000 574 : .
— : accompanies the caravan s ?"ﬂ
50,000 - to provide expert B
000 explanations on products b
0 and machining technologies.
2018 2019 2020 2021 2022  (Fv)

Note: Inter-segment transactions are offset and eliminated.

Tatsuji Omatsu

Director.
Executive Manager of Customer Support Division,
Makino Technical Service
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Customer product inquiries are collected and handled at three loT Centers
located across Japan. Most of the inquiries are resolved over the phone, but
when this is not possible, engineers are dispatched to the site to provide the
needed technical support.

Makino staff also support overseas customers in three shifts. Engineers
livestream site conditions, and loT center staff provide diagnoses and support
in real time. The system enables us to respond quickly to any customer
problem.

We have also introduced a new mentoring system designed to pass on
veteran personnel skills to future generations. In addition to knowledge and
skills related to machinery and equipment, we also emphasize the importance
of being customer-focused.

Shift in maintenance from repairs to prevention

In fiscal 2022, we started to provide the Makino Machine Care Package, a
service that provides customized inspections of machinery for each customer.
As our products are used in various fields, the parts that are prone to fail vary,
depending on how machines are used. Thus, maintenance and parts

O Declaration of Partnership Building oo

Makino has registered its Declaration of Partnership

Field service engineer support

Putting ourselves in the customer’s place to
quickly solve their problems

Koji Kimura
Director.

Deputy Manager of Customer Support Division,
Makino Technical Service

replacement depend on how customers use the machinery and past data, and
are conducted systematically.

Regular inspections can prevent sudden, unexpected failures. Rather than
carry out repairs when machines break down, we provide a service that
prevents problems from occurring. Customers who have made use of this
service report that having fewer problems has resulted in stable machine
operation. This has allowed our customers and Makino to reduce the amount of
unplanned overtime and holiday work required when problems occur, which, |
believe, has created a win-win relationship.

Support system assists in disaster recovery

To respond to earthquakes, floods, and other natural disasters, which can occur
at any time, Makino has introduced a disaster monitoring system that registers
information on the location of products delivered to customers. When our
products are in operation in areas affected by a disaster, we confirm whether
customers have been impacted, and can soon have a support system in place
to quickly assist with the resumption of production.

Building, a framework that requires companies to state
their business policies from the standpoint of the person
who places an order. The declaration focuses on the
excerpted items given in the box on the right.

We will build new partnerships by promoting
collaboration and coexistence with supply chain partners
and businesses that are looking to create value.

0 Coexistence and co-prosperity of the entire supply chain and new cooperation

that transcends business scale and affiliation.
o - o
¥ \-+F-2w7 w

EEESlg

9 Compliance with the Promotion Standard.
(1) Pricing method
(2) Mold management and other cost burdens
(3) Terms of payment by draft, etc.
(4) Intellectual property and know-how
(5) Consideration for work-style reforms at subcontractors

3

a1

A

Makino Milling Machines Declaration of Partnership Building full text:— & https://www.biz-partnership.jp/declaration/25844-05-18-kanagawa.pdf
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Tatsuaki Aiba

Executive Vice President, Director

Manufactured
Capital

Makino Core Competencies

@} Manufacturing efficiency based on
dispersed production

I Creating a system quickly responsive to market needs

Makino has always used systems that enable us to meet customers’ desired delivery times.
QOur products span a wide range of models and options and, because demand fluctuates
substantially, our basic policy is to manufacture products varying in type and quantity on a
build-to-order basis.

So as to meet requested product delivery dates, we make prospective arrangements
based on production plans, and are prepared to begin assembly as soon as an order
is received. Since order volume is greatly affected by market trends, our production
system must be able to flexibly respond to market changes if we are to meet customer
needs consistently.

For externally procured goods, it is important that we share information with suppliers,
to strengthen the supply chain and build cooperative relationships.

Makino has improved production efficiency and responded to increasing demand by
revising the production process through process dispersion. This is carried out in our
assembly line, where it is difficult to compensate for manhour excesses or shortages driven
by market trends in process-intensive workplaces.

To this end, we analyze the work skills required in each process and divide them into
work that requires special skills and work that does not. In this way we ensure that we have
the workers necessary for production.

of Production Division

E
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We are also making efforts to reduce the scope of work requiring special skills. For
example, in work that requires advanced precision-adjustment skills, we are cutting back the
adjustments required by consistently improving machining accuracy in earlier processes.

Sometimes, we develop dedicated machines to attain higher machining accuracy. In
order to meet customer expectations, we are constantly seeking ways to adjust work
processes to improve productivity.

I Maximizing production efficiency

At present, we are trying to expand production volumes by expanding sub-assemblies and
unit assemblies of all models, based on a dispersed-process modular production system.

To be able to respond to the rapid increase in orders, we have thoroughly subdivided
work processes into simple work units, and improved work manuals and quality checklists.
This has allowed us to expand the scope of assemblies that can be performed by non-veteran
workers and to develop a system facilitating flexible staffing.

Moreover, in order to further enhance our ability to respond to future hikes in production
volumes due to market changes, we are drawing on our accumulated experience to develop
a system that enables us to outsource sub-assembly and unit assembly work for
subcontractors who only process and manufacture individual parts.

When it comes to in-house assembly, we plan to enhance production planning by better
visualizing employee work plans, performance, and skills. At the same time, we aim to
increase assembly efficiency by providing systematic training and creating an environment
that encourages improvement and skill enhancement.

Besides more efficient assembly, it is important to improve logistics to enhance
productivity. The modular production system we use to handle unexpectedly high production
volumes has resulted in more efficient assemblies.

However, the greater movement of sub-assemblies and units among processes has
affected logistics; existing plants are no longer able to utilize spaces and traffic flow as
envisioned when the plants were designed. As a result, a substantial amount of manpower
is required for general operations. This has created a challenge in terms of efficiency if
parts, sub-assemblies, and units necessary are to be delivered to the main assembly site
in a timely manner.

For new domestic and overseas plants in which we plan to incorporate dispersed-
process production systems, we are considering layouts that maximize productivity by
adjusting the production balance among processes, while promoting automated logistics
among processes to achieve efficiency in logistics and main unit assemblies.

The new plant planned for Yamanashi Prefecture will have new sheet metal and powder
coating shops, and realize seamless and efficient logistics among processes. This will be
achieved by optimally arranging, according to process flows, the parts warehouse, as well as
the paint, sub-assembly, and final assembly shops. On completion, the plant will dramatically
increase our capacity to produce large machines, for which demand is growing.

However, rather than being exclusively focused on large machines, the plant will be
multi-purpose based on different utilization and needs. It will be able to flexibly accommodate
the manufacture of small and medium-sized machines, to reflect changing market trends and
customer needs. The plant will be a next-generation model for domestic and overseas
manufacturing bases.

In order to optimize production processes, including supply chains, it is necessary to
build and maintain an information processing system that centrally manages essential
information and facilitates prompt decision-making. We are now working on the creation of a
system that can integrate and analyze various types of information to improve operational
efficiency and further enhance our ability to respond to diversifying customer needs.

Manufactured Capital

Manufacturing sites and main products
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Efforts to increase productivity

o Dedicated machine development .............................................................................................................

To manufacture high-precision machines, the surfaces where key
components meet must be machined into extremely flat planes. But there
are limits to the accuracy that machine processing can achieve. For this
reason, the contact surfaces are finished by hand using highly skilled
workers. The process requires the skills of a master craftsman and can only
be performed by veteran workers. This means that the number of skilled
workers available to carry out finishing has an impact on overall productivity.

Makino has developed dedicated machines in-house for parts
processing that can achieve the high-precision surfaces required to
manufacture our machines. This has helped boost productivity by
minimizing the need for the work to be done by hand.

o Ul‘llt SUdeVISIon ......................................................................................................................................

Makino products comprise several units, including ® §
spindle heads, tables, automatic tool changers (ATCs),

and splash guards. We simplify each step of the [ )

assembly process by dividing the units into sub-

assemblies comprising several parts. This allows for the ) Base unt

assembly of different parts to proceed in parallel, shorter l
overall assembly time, and greater worker proficiency, f
—

resulting in a production system that ensures quality. o ATC" u Splash guard o

i
V= W j

Surface finishing requires accuracy on the Dedicated machines are developed to process parts
order of Tum. used in Makino equipment that efficiently manufactures
high-precision machinery.

In unit assembly plants, simplified assembly operations
are being automated in stages, in the interests of
improving efficiency and stabilizing quality.

b, i

Automation using robots is advancing for sub-  Digital manuals for work procedures ensure

Units are consolidated at the main assembly
assembly work that involves a small number of ~ uniform sub-assembly work, even with different  organized into units for efficient production in  plant and used to assemble finished products.

parts and simple structures. operators. dedicated assembly plants.
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Financial Capital

Makino Core Competencies

I Fiscal 2022 income up; sales at all-time high

Consolidated net sales in fiscal 2022 (ended March 31, 2023) amounted to
¥227,985 million (up 22.2% year on year), reaching an all-time high. Operating
income was ¥17,492 million (up 54.8% year on year), ordinary income was
¥19,906 million (up 39.5% year on year), while net income attributable
to owners of the parent was ¥16,073 million (up 33.5% year on year).

Orders received so far for fiscal 2023 have surpassed those for fiscal
2022, reaching ¥249,596 million on a consolidated basis (up 9.0% year on
year). Amid the rapid resumption of economic activity after the pandemic had
subsided, capital investment related to semiconductor manufacturing
equipment was strong worldwide, and investment related to new-energy
vehicles was brisk, especially in China.

Exchange rates impacted by the depreciating yen were one factor that
drove sales and orders higher. At the same time, factors leading to sluggish
profit growth include rising parts procurement costs, conditions in Ukraine,
and soaring energy prices associated with the weaker yen.

Labor costs are also rising due to global inflationary trends, and although
orders and sales grew, cost reductions aimed at securing profits could not
keep up with inflation. During fiscal 2022 and 2023, in response to a rise in
various costs, we implemented three price increases, the benefits of which
we expect to realize during fiscal 2024.

Toshiyuki Nagano

Executive Vice President, Director
Ei ive M; of G Service Division

Taking steps to boost asset efficiency
with a better price-to-book ratio
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Stakeholders to benefit from greater disclosures,
profits derived from strategic investments

Demand in the machine tool industry fluctuates wildly, with customer machining
operations changing in line with trends in each industry sector. As a result,
customer capital investment plans also change. For these reasons, Makino’s
medium-term management strategies must be flexible and responsive.
Accordingly, we do not disclose medium-term management plans, which can
change from day to day.

However, in order to deepen understanding of our efforts to enhance
corporate value, we have decided to disclose new management indicators,
including targets for sales, profit, and ROE.

First, we are targeting an operating margin ratio of 12% for fiscal 2027. As
our main priority is to expand sales, we have set a consolidated sales target of
¥270.0 billion for fiscal 2027. The machine tool market is expected to grow at
an annual rate of about 3%, and we aim to increase production capacity and
improve productivity to keep pace with this growth.

Second, regarding new plants. In Japan, we will build a new plant near our
existing one in Yamanashi Prefecture to increase our production capacity for
large machines.

Overseas, we will expand our plant in China, and build a unit assembly
plant in Vietnam for those products targeted for Asian markets. We will work to
improve asset efficiency by shortening the cash conversion cycle (CCC) with a
target ROE of 11%.

Third, we plan to use cash generated by these initiatives for capital
investment and the development of high-value-added products with the aim of
further improving productivity. We will also continue to invest in DX, including
the creation of a platform for the management and sharing of information on all
product parts, as well as the development of a system that expands
maintenance and inspection services.

Fourth, with regard to employees, in addition to adjusting salary levels, we
will proactively invest in upskilling and reskilling, providing more advanced
learning opportunities, supporting language training and proficiency
examinations, and developing human resources that can perform data utilization.

Fifth, we also plan to continue investing in environment-related measures.
This entails ongoing related investments of around ¥300 million per year, and
includes the introduction of solar power and eco-air conditioning at all plants,
as well as conversion to LED lighting. Further, by fiscal 2030, we aim to reduce
€0, emissions 42% (from the fiscal 2022 amount) and hope to achieve carbon
neutrality by fiscal 2050.

Sixth, we consider the return of profits to shareholders through stable,
regular dividends to be one of our most important management issues. We thus
have also disclosed shareholder return indicators.

In fiscal 2022, the dividend was ¥150 per share of common stock. The
total payout ratio five-year average from fiscal 2018 to fiscal 2022 was 33%.
But, starting in fiscal 2024, we aim for returns of between 35% and 45%, on
average. This will apply to the five-year period from fiscal 2023 to fiscal 2027,
taking into account investment plans and earnings outlooks.

Financial Capital

Fiscal 2027 targets

Fiscal 2021

I
Fiscal 2022
Fiscal 2027 target:
(Apr“ Tt TN 2022)

Sales (Millions of yen)
Profit and loss

Operating margin ratio

CCC? (cash conversion cycle) (days)

Shareholder returns  Total payout ratio

Notes:
1. ROE: net income attributable to owners of the parent + shareholders’ equity.

186,501 227,985 270,000
6.1% 7.7% 12.0%
71% 8.6% 11.0%

163 171 155
20% 23% e fieyen oot tom

fiscal 2023 to fiscal 2027

2. Cash conversion cycle: Notes and accounts receivable, trade turnover days + inventory turnover days - notes and accounts payable, trade turnover days.

Financial policy

Cash flows

(Billions of yen) [ From operating activities

_ %0 [ From investing activities 29.5

From financing activities
25

Cash flow from
20 operating activities

Cumulative total
¥105.0 billion

18.0
15 153 14.9
10 Cash flow from

— 8.8 74 investing activities

5 6.0 Cumulative total
- -¥85.0 billion

0

-0.3
_ 5 Cumulative total
-6.5
-7.6 -8.3 -8.1
-9.5

¥20.0 billion

.88

2018 2020 2021 2022 2023-2027

2023-2027
Cumulative plan

O Increasing asset efficiency -

We are making an effort to shorten the CCC, so as to increase
asset efficiency. The CCC indicator represents the number of
days between the payment of notes and accounts payable,
trade, and the collection of notes and accounts payable, trade.

Shortening the CCC frees up working capital and improves
asset efficiency, but the resultant shorter inventory turnover
period is an issue. To solve this, we plan to implement the
following measures to shorten the turnover periods for parts,
works in process, and product inventories.

e Strengthen collaboration with suppliers and shorten lead times
for procured parts to improve parts inventory turnover

¢ Implement initiatives to improve productivity for better
process turnover

e Understand regional market trends and optimize overseas
subsidiaries’ product inventories to improve product
inventory turnover

Makino will proactively invest in DX and human resources
as necessary to implement the above initiatives, while making a
Company-wide effort to improve asset efficiency.

Shareholder returns

Makino’s basic policy is to return profits to shareholders
through stable, regular dividends. In fiscal 2022, the
Company paid a dividend of ¥150 per ordinary share.
Looking back over the past five years, this represents a total
payout ratio of around 33%. We plan to continue providing
regular, stable shareholder returns for the foreseeable
future.

Dividend/total payout ratio

Il Dividend per share (left-hand scale)
== Consolidated/total payout ratio (right-hand scale)

2018 2019 2020 2021 2022
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Building Growth on Sustainability
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Nobuhito Kusaba

Executive Officer, Deputy Executive Manager of
Corporate Service Division,
Chief of Sustainability Promotion Office

Nobuhito Kusaba: In fiscal 2022, we established an in-house project team
to promote carbon neutrality. Around this time, we were already receiving an
increasing number of inquiries from investors and customers regarding our
efforts to address the environment and other sustainability-related issues.

In order to respond to these and other disclosure requests from
stakeholders, on October 1, 2022, we expanded the project team to create a
new organization, the Sustainability Promotion Office, which advocates
carbon neutrality and other environmental measures, and responds to
inquiries from outside parties.

The Sustainability Promotion Office has begun calculating domestic
non-consolidated Company greenhouse gas emissions. Further, it is setting
reduction targets for disclosure items and indicators, as set forth in the
Company’s Corporate Governance Code, and recommended by the Task
Force on Climate-related Financial Disclosure or TCFD and other
organizations. We have completed the calculation of Scope 1 and 2 on a
consolidated basis, and are now working on Scope 3 calculations.

Driving global activities, targeting carbon neutrality

Tomofumi Nagatomo: Although there are various external organizations
that evaluate environmental and climate change issues, such as the [Carbon
Disclosure Project or] CDP and TCFD, we started by formulating internal
standards and establishing an organizational foundation for the disclosure of
information to our stakeholders. We encourage communication among all
global subsidiaries as we move steadily forward with relevant calculations,
including at overseas subsidiaries.

We are promoting initiatives aimed at reducing greenhouse gas [GHG]
emissions at all business sites in Japan, including by the introduction of solar
power and other forms of renewable energy, as well as conversion to LED
lighting.

Tomofumi Nagatomo >< Izumi Nakashima
Deputy Chief of Sustainability Promotion Office General Manager,

Human Resource Department

We are considering, in our current plans for new plants, the introduction
of zero energy buildings as one option, with the aim of achieving a zero
balance between annual energy conservation and creation.

Overseas, there are wide disparities in terms of environmental
awareness and the initiatives subsequently being undertaken. So, first of all,
we want to align the Group through information sharing and education, in
order that we might all face issues with the same degree of awareness.

With regard to reducing GHG emissions and conserving energy, the first
step is to introduce, and convert to, renewable energy sources. We also
believe it necessary to prepare for the introduction of carbon taxes. Overall,
there are many initiatives that need to be promoted, and we want to move
ahead steadily, one issue at a time.

Our R&D department receives inquiries from customers who want
information related to machine power consumption. \We are now in an age
when customers can choose products on the basis of environmental impact
if all other specs are the same.

In conjunction with our R&D department, we want to help reduce
customers’ environmental impact through their use of our products, as well
as contribute to the realization of carbon neutrality.

The Sustainability Promotion Office is also responsible for internal
environment-related promotions and employee education. My sense is that
there is not a single Company department, division, or operation that is not
related to sustainability, the SDGs, or carbon neutrality. About one year has
passed since the Sustainability Promotion Office was established, and we
plan to increase our visibility as a consultative organization within the
Company. We will tackle the question of wha