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Presentation

Moderator: Thank you for your patience. It is time to begin the financial results briefing of TOCALO Co., Ltd.
This briefing will be held in a hybrid format with a live-streamed online session in addition to the on-site
session. First of all, | would like to introduce the four people who are attending from the Company. First, this
is Mr. Kazuya Kobayashi, Representative Director, President and Executive Officer.

Kobayashi: | am Kobayashi. Thank you for joining us today.

Moderator: Thank you. Next is Mr. Hiroshi Goto, Director, Managing Executive Officer, General Manager of
Administration.

Goto: | am Goto. Thank you for your time.

Moderator: Thank you. Next is Mr. Kenji Hosomi, Manager of Accounting Division.

Hosomi: | am Hosomi. Thank you for your participation.

Moderator: Thank you. Next is Mr. Hiroshi Shimizu, Manager of Corporate Planning Division.

Shimizu: | am Shimizu. Thank you for your time.

Moderator: Thank you.

Mr. Kobayashi will give you an explanation today. After the explanation, there will be time for taking questions
from the audience. We will then take questions from those who are participating online. If you have any
guestions, please enter your company name and your name, and then enter your questions via chat.
Questions will be accepted even during the explanation.

Then, Mr. Kobayashi, please start.

Kobayashi: Hello, everyone. | am President Kobayashi. Thank you very much for taking the time out of your
busy schedule today to participate in the financial results briefing of TOCALO. It appears that nearly 60 people
have joined us today for both on-site and the live webcast. Let me begin my explanation. Thank you for your
cooperation.
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President’s Greeting and Introductionm

Joined TOCALO Co., Ltd.

Worked in the Tokyo Plant's Production Div. for 4 years
Worked in the Thermal Spraying Technology R&D Laboratories
Worked in the Akashi Plant

Launched large FPC production plant

Kitakyushu Plant Assistant Division Manager of Production
(Plant General Manager in 2014)

Launched business with overseas semiconductor equipment
manufacturers

General Manager of Akashi Plant

Managing Executive Officer and
General Manager of Production Headquarters

Assumed position of Representative Director, President, and
Executive Officer

Copyright (c) TOCALO Co., Ltd. All rights reserved. 2

| would like to begin by introducing myself. Since this is the first time that | participate in the financial results
briefing, let me tell you a little about my background. | joined the Company in 1989 and was assigned to the
Tokyo Plant. After working in the manufacturing department of the Tokyo Plant for about four years, | was
transferred to the Thermal Spraying Technology R&D Laboratories and then to the Akashi Plant. During my
time at the Akashi Plant, | worked on a large-scale FPD production plant, from FPD production to plant
construction, and then I launched FPD production.

After that, | was transferred to the Kitakyushu Plant and became the Kitakyushu Plant Manager in 2014, where
| established business with overseas semiconductor equipment manufacturers. After that, | returned to the
Akashi Plant again, and in 2021, | became Managing Executive Officer and General Manager of the Production
Headquarters, and this fiscal year | became President and Representative Director.
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President’s Greeting and Introduction

To actively promote the medium-term management plan:

® Safety is our top priority
+ Creating a safe workplace (JISQ45100 certification)
+ Creating a clean, functional, and people-friendly workplace

® Manufacturing with sincerity
+ Complying with work procedures and fulfilling customer
quality standards
« Each and every employee works with a sense of responsibility
for their own work

® Thorough improvements to production efficiency
+ Aiming to further improve thermal spray efficiency
+ Increasing production efficiency by automating production
systems

Copyright (c) TOCALO Co., Ltd. All rights reserved.

As for my policy, because | participated in the formulation of our medium-term management plan when | was
General Manager of the Production Headquarters, | would like to continue to actively promote the medium-
term management plan. Of these, since | am from a manufacturing background, | would like to focus on the
three points in particular. The first is to make products with the highest priority on safety. | would like to
introduce such systems as 1SO45000 or JISQ45100 to our company and promote the creation of a safe
workplace.

Also, our current focus is on "creating a clean, functional, and people-friendly workplace." Our goal is to create
a workplace where both men and women can work regardless of gender, and | will continue to promote this.
Then we are going to do sincere manufacturing, which is a matter of course, but | would like to make sure
that we are complying with work procedures and satisfying the quality standards of our customers.

In addition, as you can see in this page saying, "Each worker must have a sense of responsibility", what | am
saying within the company is that | want each worker to be particular about his or her own quality, and |
encourage each worker to be aware that he or she is responsible for making the product.

And last but not least, | would like to thoroughly improve production efficiency. | would like to focus on further
improving thermal spraying efficiency and automating our production system to thoroughly increase
production efficiency.

That is my policy, though | explained it very briefly.
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Content

1. Overview of Consolidated
Results TH FY2023
2. Consolidated Forecast FY2024

3. Progress of Medium-term
Management Plan

Copyright (c) TOCALO Co., Ltd. All rights reserved.

Now | would like to get into today's content. These are the three items | will explain today.
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Highlights of Consolidated Results [TOCALO.
1H FY2023

+ Net sales decreased for the first time in + Ordinary profit decreased by 7.6% from the
@ nine half-years due to a decline in the previous half year, but exceeded the initial
semiconductor field forecast
Change
| NetSales [\ -49% Ordinary Profit
[ Net Sales (JPY Million) [ Ordinary Profit (JPY Million)
=@= Operating Profit Ratio =@= Ordinary Profit Ratio
6,033
23, 24,147
22,714 S5 22,971 5,222 5,349 o
21,098 4,97
4,590
25.1%
2% o 233% s ey
20.6% 20.6%
FY2021  FY2021  FY2022  FY2022  FY2023 FY2021 FY2021 FY2022  FY2022  FY2023
H 2H H 2H H H 2H H 2H H
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First, | would like to provide highlights of the financial results for Q2 of the fiscal year ending March 2024.
The graphs compare semiannual results with the previous four semi-annual periods.

The left graph shows net sales and operating margin, and the right graph shows ordinary profit and ordinary
profit margin. The results for H1 of the current fiscal year were net sales of JPY22.9 billion, ordinary profit of
JPY4.5 billion, ordinary profit margin of 20.0%. We experienced the first decline in net sales in nine semi-
annual periods due to the decline in the semiconductor field since H2 of the previous fiscal year. Ordinary
profit was down 7.6% against H2 of the previous fiscal year.
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Overview of Consolidated Results LTOCALO

1H FY2023

While the semiconductor field was very strong in the first half of the previous year,

® Net sales decreased by 4.3% year-on-year due to the semiconductor market entering an
adjustment phase

® Ordinary profit decreased by 23.9% year-on-year due to a change in the sales mix and an
increase in personnel costs and R&D expenses, etc.

vz e

Result Amount

(JPY Million)

Net Sales 23,996 100.0% 22,971 100.0% -1,025 -4.3%
Operating Profit 5,581 23.3% 4,295 18.7% -1,285 -23.0%
Ordinary Profit 6,033 25.1% 4,590 20.0% -1,442  -23.9%

Net Income Attributed to

3,919 16.3% 2,985 13.0% -933 -23.8%
Owners of Parent

Earnings Per Share (EPS) 64.45JPY —  49.42)PY — -15.03JPY ==

Copyright (c) TOCALO Co., Ltd. All rights reserved.

Compared to H1 of the previous fiscal year, when the semiconductor field was strong, sales were down 4.3%
YoY, partly due to the semiconductor market entering an adjustment phase. Ordinary profit decreased 23.9%
YoY due to changes in the sales mix as well as increases in labor and R&D expenses.
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<4

A * Analysis of Ordinary P/L Change -

« Decreased orders for Thermal Spray = Increase in outsourced processing costs, etc. =YoY decrease in boosted profits
= Partially compensated for by increased sale price = Changes in sales composition due to yen depreciation
(decrease in Semiconductor & FPD fields)

\ =y
< "l/

Variable (JPY Million)

cost ratio

increase
a ‘ Labor costs

increase  Depreciation  Exchange
decrease effect Other

‘275/+3 -158 /nee

= No major changes in the
capital investment plan
for the current fiscal year

515

= Implemented wage
increases

= Increase in full-time
employees

= Reduced overtime work

- 1,442 Million JPY -23.9%

= Decreased inventory
write-downs

= Increased electricity costs

mIncreased R&D costs

1H FY2022 1H FY2023
Ordinary Profit Ordinary Profit
Copyright (c) TOCALO Co., Ltd. All rights reserved. 8

This is an analysis of YoY changes in ordinary profit. Ordinary profit for H1 was JPY4.59 billion, a decrease of
JPY1.442 billion YoY. The main factors were a decrease in sales and an increase in the variable ratio due to a
change in the sales mix, as well as higher labor costs.

As for the foreign exchange effect, the weaker yen boosted profits, but the positive effect was about JPY158
million less YoY.
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TH FY2023 Net Sales (by Segment)

® Thermal Spray (TOCALO), the largest segment, decreased due to a decline in the
Semiconductor & FPD field

@ Other segments performed well, including other surface modifications, where demand for
agricultural machinery parts increased

Result Result

(JPY Million)

Net Sales 23,996 100.0% 22,971 100.0% -1,025 -4.3%
I Thermal Spray (TOCALO) 18,205 75.9% 16,748 72.9% -1,456 -8.0%
Semicon & FPD 12,100 50.4% 9,737 42.4% -2,363 -19.5%
Industrial Parts 1,739 7.2% 2,224 9.7% 485 27.9%

Iron & Steel 1,775 7.4% 1,746 7.6% -29 -1.6%

Others 2,588 10.9% 3,039 13.2% 450 17.4%

Other Surface Modif. 1,367 5.6% 1,515 6.6% 148 10.8%

¥ Domestic Sub. 1,197 5.0% 1,230 5.4% 32 2.8%
Overseas Sub. 3,140 13.1% 3,422 14.9% 282 9.0%
Royalty Income 86 0.4% 54 0.2% -32 -37.3%

Copyright (c) TOCALO Co., Ltd. All rights reserved.

Next, | would like to discuss sales by segment. In the largest segment, thermal spray on a non-consolidated
basis, sales declined due to a large drop in semiconductors and FPDs, despite strong sales in industrial
machinery and other fields. Other segments performed well, especially the other surface modification
segment, which saw an increase in sales for agricultural machinery parts.
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'F - TH FY2023 Consolidated Results =z
4 by Segment

Temase oo

Although industrial machinery and other segments Orders related to cutting tools are on a recovery trend
performed well, sales and income decreased due to a due to an improvement in automobile production,
decline in the semiconductor and FPD fields resulting in increased sales and income
YoY Change Ratio Net Sales -8.0% YoY Change Ratio L\G®-z 1N +2.8%
Segment Profit_ Segment Profit,
[0 Net Sales (JPY Million) [ Net Sales (JPY Million)
[F Segment Profit (JPY Million) [I0 Segment Profit (JPY Million)
== Segment Profit Ratio =@= Segment Profit Ratio 23.2%
‘\'Is;Q%
18,205

16,748

1,197 1,230
3,171
’ 175 284
— [
1H FY2022 TH FY2023 1H FY2022 TH FY2023

10

Copyright (c) TOCALO Co., Ltd. All rights reserved.

This is a YoY comparison of sales and profit by segment.

Both sales and profits of the thermal spray segment on a non-consolidated basis declined due to a drop in the
semiconductor and FPD fields.

Domestic subsidiaries posted increases in both sales and profit due to an improvement in automobile
production and other production and a recovery in orders for cutting tools and other products.

Support
Japan 050.5212.7790 North America 1.800.674.8375 — SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com ST Asic’s Meetings, Globally

10



1H FY2023 Consolidated Results =7
by Segment

Sales and income increased due to the impact of the Sales and income increased due to increased orders
weaker yen, although profitability declined due to for agricultural machinery parts
sluggish semiconductor-related sales
NetSales . +9.0% NetSales. . . ... +10.8%
Segment Profit______ +0.3% Segment Profit______ +6.5%
Net Sales (JPY Million) Net Sales (JPY Million)
Segment Profit (JPY Million) Segment Profit (JPY Million)
== Segment Profit Ratio 25.9% == Segment Profit Ratio
0—\.
28.2% 17.9% 17.2%
3,422 —9
3,140
1,367 1,515
885 887
244 260
1H FY2022 1H FY2023 1H FY2022 TH FY2023

Copyright (c) TOCALO Co., Ltd. All rights reserved.

As for overseas subsidiaries, profitability declined due to sluggish semiconductor-related sales, but the impact
of yen depreciation led to higher sales and profits.

In the other surface modification, both sales and profit increased due to an increase in orders for agricultural
equipment parts.
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Segment Information

® For Thermal Spray (TOCALO), profits significantly decreased due to a decrease in sales in the
semiconductor field

® At Domestic Subsidiaries, profits grew due to a recovery in orders for mainstay cutting tools

® At Overseas Subsidiaries, semiconductor-related sales were sluggish and profit margins
declined, but profits were maintained due to the impact of the weaker yen

1H FY2022 1H FY2023 m Segment P/L
(JPY Million)

Net Sales Net Sales Amount Amount
I Thermal Spray
18,205 4,463 16,748 3,171 -1,456 -8.0% -1,292 -28.9%
(TOCALO)
M Domestic Sub. 1,197 175 1,230 284 32 2.8% 109 62.6%
| Overseas Sub. 3,140 885 3,422 887 282 9.0% 2 0.3%
Other Surf
SleSHmase 1,367 244 1515 260 148  10.8% 15 65%
Modif.
Total 23,909 5,768 22,917 4,604 -992 -42% -1,164 -20.2%

(Note) Royalty Income is not included in the Segment Net Sales

Copyright (c) TOCALO Co., Ltd. All rights reserved. ] 2
A table summarizing the sales and profit of each segment is shown here.
The details are as explained earlier.
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Financial Position =D

® Total assets increased 962 million JPY from the end of the previous period (tangible fixed
assets increased 1,395 million JPY)

® Equity ratio decreased 0.5 percentage points from the end of the previous fiscal year to 72.0%
® Interest-bearing debt decreased by 444 million JPY from the end of the previous period

FY2022 FY2023
(JPY Million)

Total Assets 72,454 74,263 75,226
Equity 52,170 53,839 54,186
Equity Ratio 72.0% 72.5% 72.0%
Interest-bearing Debt 3,526 2,802 2,358

Copyright (c) TOCALO Co., Ltd. All rights reserved.

This is the financial situation at the end of Q2 of the current fiscal year.

Total assets were JPY75.2 billion, equity was JPY54.1 billion, and the equity ratio was 72%, maintaining a
healthy situation. Interest-bearing debt decreased by JPY444 million YoY to JPY2.3 billion with no new

borrowings.
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Cash Flow pocLo

® Free Cash Flow (Operating CF + Investment CF) +3,100 Million JPY
® Investment CF/Acquisition of tangible fixed assets
Previous term: -900 Million JPY Current term: -1,600 Million JPY

® Financial CF/Dividends paid
Previous term: -1,500 Million JPY Current term: -1,600 Million JPY
Acquisition and disposal of treasury shares

Previous term: — Current term: -1,600 Million JPY
(JPY Million) FY2023
1H
Operating CF 5,005 4,422
Investment CF -1,353 -1,294
Financial CF -2,430 -3,803
Cash Balance 20,650 18,995
Copyright (c) TOCALO Co., Ltd. All rights reserved. ] 4

This page shows cash flows in H1 of the current fiscal year.

Operating cash flow was positive JPY4.4 billion, investing cash flow was negative JPY1.2 billion, and free cash
flow was JPY3.1 billion, which indicates a healthy situation. Financing cash flow was negative JPY3.8 billion
due to dividend payments, share buybacks, and then repayment of borrowings, resulting in a cash balance of
JPY18.9 billion at the end of Q2.
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+ "Outlook for Net Sales and Ordinary ProﬂP

[No change from the previous 1 forecast (5/10/2023)]

+ Net sales are expected to decline for 4 rdin rofit is ex
the first time in four fiscal years due to O d . .ary iy s_e pted too
a decline in the semiconductor field significantly decline by 20.9% YoY
Change Change
____ NetSales [l -24% Ordinary Profit 209%
| [ Ordinary Profit (JPY Million)
=@= Qperating Profit Ratio =®= Qperating Profit Ratio
11,003
10,571
48,144 47,000
43813 = 8,914 8,700
39742 go0g, 39,294 8,076 r-=s
6,812 |

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023
(Forecast) (Forecast)

Copyright (c) TOCALO Co., Ltd. All rights reserved. ] 6

Next, | will explain our consolidated earnings forecast for the fiscal year ending March 2024.

The full-year forecasts remain unchanged from those announced on May 10. We are targeting net sales of
JPY47 billion, ordinary profit of JPY8.7 billion, and a profit margin of 18.5%.
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++ + Qutlook for Net Income Attributed to [TOCALO
<= Owners of Parent and ROE

+ Net income attributed to owners of parent is forecast to decrease by 21.1% YoY,
and ROE is forecast to decrease by 10.7%

Change
[ Net Income Attributed to Owners of Parent g -21.1%
=== ROE !

6,909

)

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023
(Forecast)
Copyright (c) TOCALO Co., Ltd. All rights reserved. ] 7
This page shows the full-year forecasts for net income attributable to owners of parent and ROE.
Net income is projected at JPY5.8 billion and ROE at 10.7%.
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Consolidated Forecast FY2023

(JPY Million)

Result

Forecast

Amount

LTOCALO

Net Sales 48,144 100.0% 47,000 100.0% -1,144 -2.4%
¥ Thermal Spray (TOCALO) 36,184 75.2% 34,063 72.5% -2,121 -5.9%
Semicon & FPD 23,260 48.3% 20,700 44.0% -2,560 -11.0%
Industrial Parts 3,802 7.9% 3,956 8.4% 154 4.1%

Iron & Steel 3,582 7.4% 3,734 7.9% 151 4.2%

Others 5,539 11.6% 5,672 12.2% 133 2.4%

Other Surface Modif. 2,745 5.6% 2,877 6.1% 131 4.8%

¥ Domestic Sub. 2,414 5.0% 2,656 5.7% 241 10.0%
Overseas Sub. 6,622 13.8% 7,254 15.4% 631 9.5%
Royalty Income 177 0.4% 150 0.3% =27 -15.5%
Operating Profit 10,558 21.9% 8,700 18.5% -1,858 -17.6%
Ordinary Profit 11,003 22.9% 8,700 18.5% -2,303 -20.9%
e 7350  153% 5800  123%  -1550  -21.1%
Earnings Per Share (EPS) 120.83JPY —  96.70JPY —  -24.13JPY =
Return on Equity (ROE) 14.3% — 10.7% = -3.6pt =

Copyright (c) TOCALO Co., Ltd. All rights reserved.

Comparison table with the previous fiscal year's results is shown here. The sales forecast is negative JPY1.1
billion YoY. This is due to a JPY2.5 billion decrease in sales in semiconductors and FPDs. The ordinary profit
forecast is JPY8.7 billion, a decrease of JPY2.3 billion YoY, and the ordinary profit margin is 18.5%.

The timing of a recovery in the semiconductor market remains uncertain and unpredictable.
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TH FY2023 Progress Rate

[TOCALO_

Result Ratio Forecast Ratio Rate
Net Sales 22,971 100.0% 47,000 100.0% 48.9%
™ Thermal Spray (TOCALO) 16,748 72.9% 34,063 72.5% 49.2%
Semicon & FPD 9,737 42.4% 20,700 44.0% 47.0%
Industrial Parts 2,224 9.7% 3,956 8.4% 56.2%
Iron & Steel 1,746 7.6% 3,734 7.9% 46.8%
Others 3,039 13.2% 5,672 12.2% 53.6%
Other Surface Modif. 1,515 6.6% 2,877 6.1% 52.7%
W Domestic Sub. 1,230 5.4% 2,656 5.7% 46.3%
Overseas Sub. 3,422 14.9% 7,254 15.4% 47.2%
Royalty Income 54 0.2% 150 0.3% 36.3%
Operating Profit 4,295 18.7% 8,700 18.5% 49.4%
Ordinary Profit 4,590 20.0% 8,700 18.5% 52.8%
S - 2,985 13.0% 5,800 12.3% 51.5%
Earnings Per Share (EPS) 49.42)PY = 96.70JPY = 51.1%

Copyright (c) TOCALO Co., Ltd. All rights reserved.

This is the progress rate in H1 against the full-year forecast. We maintain our initial sales forecast assuming
that semiconductors and FPDs will enter a recovery trend in H2, but the current situation is somewhat difficult.

Regarding ordinary profit, the H1 results reached 52.8%, and we believe that we are generally on track toward

the full-year forecast of JPY8.7 billion.
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“+

Forecast 2H FY2022

+

P'e The full-year forecast remains unchanged
at 47,000 million JPY, and a recovery in the
semiconductor field is still not expected

Net Sales

[ Net Sales (JPY Million)
== Qperating Profit Ratio

23,996

21,098 I I I

FV2022

22,714

FY202 1 FY2021

Copyright (c) TOCALO Co., Ltd. All rights reserved.

24,147

FY2022

Full-year Forecast:
47,000 Million JPY

24,028

r——

22,971

FY2023 FY2023
H 2H
(Forecast)

+

L TOCALO

Ordinary income is generally on track to reach

the full-year forecast of 8,700 million JPY

Ordinary Profit

[ Ordinary Profit (JPY Million)
== Ordinary Profit Ratio

6,033

222 5,34 I
i 4,970

FY2021 FY202| FY2022

FY2022

Full-year Forecast:
8,700 Million JPY

4,109

DS o e

FY2023

FY2023
TH 2H
(Forecast)

20

The graphs show the H2 forecast compared to the previous five semi-annual periods. On the left are net sales
and operating margin, and on the right are ordinary profit and ordinary profit margin.

Both net sales and ordinary profit remain unchanged from our initial full-year forecast, so this H2 forecast is
simply a subtraction of the H1 results. As | mentioned earlier, sales are currently in a somewhat difficult
situation, but ordinary profit is currently on track toward the full-year forecast of JPY8.7 billion.
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+
+ b " Semiconductor & FPD Net Sales

- The semiconductor industry entered a temporary adjustment
phase from the second half of the previous fiscal year, which

will result in a significant drop in orders and sales (JPY Million)
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This page shows sales trends in the semiconductor and FPD fields. The forecast for the current period is
JPY20.7 billion, of which JPY19.4 billion is for semiconductors and JPY1.3 billion is for FPDs. The actual results
for H1 were JPY9.7 billion, and the progress rate was 47% of the full-year forecast.
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+ Sales are expected to increase in all non-semiconductor & FPD
fields, including industrial parts, iron & steel, and subsidiaries

" Non-Semiconductor & FPD Net Sales

Change i
+5.8% (JPY Million)
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22,424 .

Other Surface Modi. | 2 : ' ' 13,179
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(Note) Royalty Income is not included in the Segment Net Sales
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This page shows sales trends other than the semiconductor and FPD fields.

The forecast for the current period is JPY26.1 billion, a 5.8% increase from the previous period's JPY24.7 billion.
Against this full-year forecast, H1 results amounted to JPY13.1 billion, a progress rate of 50.4%. There is no
rapid growth like in semiconductors, but we aim for a steadily growth step by step.
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+ + Capital Investment and Depreciation

+m Planned capex for FY2023: 5,000 Million JPY

. = . Strengthening and streamlining production systems,
TACALE 2,600 Million JPY: i ity at the Tokyo, Akashi, and Kitakyushu plants
« Domestic Subsidiaries 300 Million JPY:  Increasing production capacity, etc.
. g g it . Constructing a new plant at
Overseas Subsidiaries 2,100 Million JPY: TOCALO & HAN TAI TW Co.. Ltd. (Taiwan)

[ Capex (JPY Million)

[ Depreciation (JPY Million) Change
5.965 +3.0%

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2023
(Forecast) (1H)
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Capital investment and depreciation are shown here. The forecast for the current fiscal year remains
unchanged from the plan at the beginning of the fiscal year, with capital investments of JPY5 billion and
depreciation of JPY3.2 billion. Capital investments were JPY2.5 billion yen for H1, compared to the full-year
forecast of JPY5 billion, a progress rate of 50.9%.
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+ m
+ " R&D Expenses

+
w R&D expenses will be maintained at around 3% of consolidated net sales

[ R&D Expenses (JPY Million)
=o= R&D Expense Ratio

711
%
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(Forecast) (TH)
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Next, take a look at the trends of R&D expenses. R&D expenses for the current fiscal year are expected to be
JPY1.45 billion, or 3.1% of net sales. The actual results for H1 were JPY711 million, a progress rage of 49% of
the full-year forecast.
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- .. Dividends

+
m An annual dividend of 50JPY is planned for FY2023 (a dividend payout ratio of 51.7%)
Shareholder Return Policy

® Aiming for a dividend payout ratio of around 50% to further enhance shareholder returns

® Acquisition and retirement of outstanding company shares will also be implemented in a timely and
appropriate manner, taking into consideration the business environment and the Company's financial position

Acquisition of Company Shares (as of October 31): 51.7%

[ Dividend per Share (JPY) 1,365 Thousand Shares; 1,902 Million JPY

== Payout Ratio (Cons.) [
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Dividend amount and payout ratio are shown here.

The interim dividend for the current fiscal year is JPY25 per share. At present, we also plan to pay a year-end
dividend of JPY25, for an annual dividend of JPY50. Dividend payout ratio is expected to be 51.7%. In addition,
the Company has been purchasing treasury stocks up to JPY2 billion since May of this fiscal year, and as of the
end of October, we had purchased JPY1.9 billion, which is 95% of the total.
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ROE and Dividend on Equity

¢@ ROE* decreased to 10.7%, but Dividend on Equity* remained above 5%

== ROE
=== Djividend on Equity

Ta2% 14.8% §E5% -3.6pt
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* ROE (Return on Equity) = Net income / Average equity during the period
* Dividend on Equity = Dividend per share / Average net assets per share during the period (=ROE x Dividend payout ratio)
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This page shows the trends of ROE and dividend-on-equity ratio. For the current fiscal year, we expect ROE to
be 10.7% and the dividend-on-equity ratio to be around 5.5%.
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Progress of Medium-term [TOCALO.
Management Plan (Net Sales)

# The strong increase in sales from the first and second years of the
plan has disappeared, and sales are now at the same level as planned
CAGR
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Finally, | would like to explain the progress of the medium-term management plan. The current fiscal year is
the third year, or the halfway point of the five-year plan.

As for progress toward the sales target of the medium-term management plan, the current forecast is JPY47
billion, with an average annual growth rate of 6.2%, which is on par with the plan level. We believe that we
can achieve our target of JPY53 billion for the fiscal year ending March 31, 2026, if we continue on this path.
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.+ Progress of Medium-term (70CALO |
| Management Plan (Ordinary Profit)

+ Ordinary profit returned to where it was at the start of the
plan (FY2020), and we aim to have it recover next year

CAGR
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Progress on ordinary profit has been significantly below the plan due to a temporary drop in the
semiconductor sector. We believe that we will be able to achieve our ordinary profit target of JPY12 billion
for the final year of the plan, the fiscal year ending March 2026, because of expectations of a recovery in
semiconductor production equipment from next year onward.
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Growth Strategy Concept

As a leading manufacturer of thermal sprays, we are working to expand the
market for thermal sprays by developing new coatings and creating new
markets, rather than merely competing for a piece of the existing market.

Semiconductor/FPD

® Miniaturization, multilayers, and high aspect ratio
(next-generation coatings)

TOCALO

Energy
45.7%
. (o} ® |Improve durability and power generation efficiency for
wind and hydroelectric power generation equipment

©® Measures to eliminate fossil fuels
(hydrogen, ammonia, biomass, etc.)
ic Market for

sk . ‘ ® Creation of project in environmental businesses
.5 Billion JPY Materials :

FY2019 estimate)

® Secondary battery materials,
fuel cell materials

® Recycling facilities

New Business Areas
® Medical equipment

® Agricultural machinery
® Electric vehicles, etc.
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Regarding our growth strategy, as the leading thermal spray manufacturer, we would like to expand the
thermal spray market by developing new coatings and creating new markets, rather than competing for a
piece of the existing market pie. As you can see in the chart, TOCALO currently holds 45.7% of the domestic
thermal spray market, but we would like to expand this share and further expand the domestic thermal spray
market.

We would like to approach the environmental energy field, storage batteries and other materials, medical
care, agriculture, and electric vehicles as targets.
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Capital Investment from the [TOCALO.
Next Fiscal Year Onwards

+m Construction of a new plant building at the Kobe Plant (decided)

® Use/Purpose: New orders, increased production, and improved production efficiency for the semiconductor and
medical fields, etc.
® |ocation: 1-16-5 Mitsugaoka, Nishi-ku, Kobe City (450m from the existing Kobe Plant; land already acquired)

® Plant Overview: 3-story building, total floor area of 3,120m? (building area of 1,270m?)
® Construction Period: Construction to begin in May 2024, scheduled for completion in March 2025
® Construction Cost: 1,300 million JPY

"\ Construction of a new plant building at the Kitakyushu Plant (under consideration)

® Use/Purpose: New orders, increased production, and improved production efficiency for the semiconductor field

® Location: 10 Torigoe-cho, Kanda-machi, Miyako-gun, Fukuoka Prefecture
(land adjacent to the Kitakyushu plant; land is owned by the Company)

® Plant Overview: 2-story building, total floor area of 7,500m? (not finalized)

® Construction Period: Construction to begin in February 2025, completion in spring 2026, and
operation at the end of 2026 (not finalized)

® Construction Cost: 3,200 million JPY (not finalized)
+@Construction of a new plant building at the Suzumi Workshop of the Tokyo Plant (under consideration)

® Use/Purpose: Partial transfer of production from the Tokyo Plant Gyoda Workshop to increase production for
specific customers. In addition, will receive new orders, increase production, and improve
production efficiency for the semiconductor and agricultural machinery fields

® Location: 631-13 Toyotomi-cho, Funabashi City, Chiba Prefecture
(350m from Suzumi Workshop; land already acquired)

® An outline of the plant has not yet been determined (construction and relocation costs, etc. are expected to be approx.
Copyright (c) TOCALO Co., Ltd.! 3'000 ml“lOn ‘IPY) 3]

This is a bit of a departure from our medium-term management plan, but | would like to introduce some of
our capital investments for the next fiscal year and beyond.

First, we decided to build a new factory at the Kobe Plant. We are building a new plant to increase production
in the semiconductor and medical fields and to develop new products. In response to this, we plan to invest
JPY1.3 billion as the construction cost.

Following this, we are planning to construct a new factory at the Kitakyushu Plant. We own land adjacent to
the current Kitakyushu Plant and plan to build a factory on that land. What we have decided so far is the
construction part only, and the construction cost is expected to be JPY3.2 billion, not including equipment.

Another thing is that we are considering building a new factory at our Tokyo Plant. Our Tokyo Plant has two
workshops, one in Gyoda and the other in Suzumi. The Gyoda Workshop manufactures semiconductors, and
in order to further expand the production capacity of the Gyoda Workshop, we need to relocate the area for
general productions and other areas for slightly different productions from the Gyoda Workshop to the
Suzumi Workshop. Therefore, we are planning to build a new one in Suzumi.

The new factory in Suzumi is expected to cost about JPY3 billion, including construction costs, relocation of
facilities, and installation of equipment. The costs for renewals of the Gyoda Workshop are not included in
this figure.

That's all for the explanation. Thank you for your attention.

Support
Japan 050.5212.7790 North America 1.800.674.8375 — SCRIPTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com S Asia’s Meetings, Globally

29



Question & Answer

Moderator [M]: Thank you for your explanation. As | mentioned earlier, we will take questions from on-site
participants. If you have any questions, please raise your hand and a staff member will bring the microphone
to you.

Afull transcript of this briefing, including the question-and-answer session, will be made available to the public.
Therefore, if you wish to remain anonymous, please do not give your name when asking a question. Now,
does anyone have any questions? Yes, thank you. A staff member will come now with the microphone. You
are in the fourth row of seats from the back. Yes. Go ahead.

Osawa [Q]: Thank you very much. | am Osawa from Ichiyoshi Research Institute. | would like to know three
major things. Regarding the ordinary profit target of the medium-term management plan on page 29 of the
material, | had the impression that the JPY12 billion profit target for the final fiscal year was a little
conservative at the planning stage, but do you think that it is currently achievable, or do you think that there
is no need to change it now because the demand environment for the fiscal year after next will be dependent
on the semiconductor industry? Or is it that it was low to begin with, and although various things have
changed due to recent delays, it should be able to achieve this level?

Kobayashi [A]: There are many ways to look at it, but if the semiconductor industry actually stops in a slump,
or rather, because it has stopped, our profits dropped considerably, and the figure for this fiscal year was a
poor JPY8.7 billion. We are not actually confident about the achievement of that target, or not sure that we
will be able to recover to the JPY12 billion level. However, most of us expect that the number will return to
last year's level in the next fiscal year, and if the growth rate continues at that rate, we will be able to achieve
the JPY12 billion goal.

Osawa [Q]: | understand. Second, you mentioned at the beginning that you are focusing on manufacturing. |
have an image that you make each product in a one-of-a-kind manner, with spraying done by man or machine
with a thermal spray gun. What are the areas where there is room for automation, and what are the areas for
improving production efficiency as you have done for a long time?

Kobayashi [A]: In our case, the thermal spraying process is actually almost completely automated using
industrial robots. When it comes to replacing products on a production line, for example, there are processes
that cannot be automated. However, there are areas, even if we make each product in a one-of-a-kind manner,
where we can make programs such as machining by using the current loT technologies or CADCAM. This is
true for the movements of thermal spraying robots, as well as for machining operations. Even if each product
is unique, automation can be achieved by creating programs ahead of time to eliminate waiting time. This is
what we would like to actively work on.

I mentioned earlier that | am from the manufacturing field and that this is what is expected of me and what |
am aiming for. Through getting out of the one-of-a-kind production system, we are thinking of expanding the
number of products for which we receive orders, with the aim of automating or improving production
efficiency.

| think that will be a choice.

Osawa [Q]: Thank you very much. Are the things you just mentioned something that your company has
become able to do, or did you decide to focus more on this after you became President?
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Kobayashi [A]: | believe that this is the result of discussions with the former president, Mifune, from the time
the medium-term management plan was formulated, and we had many discussions about what direction we
should take. | believe it is my mission to promote automation and increase production efficiency, which is
what | have been doing since | joined this company, and | believe that this is one of the policies of TOCALO's
medium-term management plan we had discussed.

Osawa [Q]: Thank you very much. Thirdly, in June, Tokyo Electron Ltd. announced the technology for 400-
layer NAND channel hole etching equipment, which etches at minus 60 degrees Celsius, leading to a drastic
change in etching gas. Is there any technology or business opportunity that is required because of this from
your thermal spray, such as an increase in added value or demand?

Kobayashi [A]: I'm sorry, but I'm not very familiar with Tokyo Electron's minus NAND, but in my experience
with thermal spray processing, the minus side becomes different when the temperature reaches minus 200
degrees Celsius or so. However, | have not experienced such a difficult situation in the range of minus 50 to
60 degrees Celsius. | don’t think there are any business opportunities there, but | will check and answer later.

Osawa [M]: Okay. Thank you very much.

Moderator [M]: Thank you very much. Are there any other questions from the audience? There seems to be
no questions. Now, if there are no questions from the audience, we will take questions from the online
participants.

Excuse me, but | will take a seat.
We currently have two questions from our online participants. The first question.

Participant [Q]: In the opening policy President Kobayashi toughed on, there was a talk about promoting
automation of production. Could you be more specific? What current processes will be automated and how
effective will this be in saving manpower, and what is the time frame? For example, you are aiming for three
years from now. Thank you.

Kobayashi [A]: Not all processes can be carried out in the same way, so let me explain process by process. As
I mentioned earlier, robot processing for thermal spray has become indispensable. We are entering an era in
which handwork is no longer allowed, both in Japan and overseas, and all robot programs must be made. In
this day and age, we have put in place mechanisms and personnel to automate these programs, and gradually,
one by one, we are putting together fully automated programs.

However, as | mentioned earlier, we may not be able to automate the entire process, including the transfer
system and product replacement, but we are moving forward with the thermal spraying process, focusing on
automatic programming of industrial robots and the like.

Moreover, this is also what | just mentioned, but we are also working on NC and CADCAM programs for
machining and have already completed the installation of equipment for this area. | think that by the end of
this fiscal year, we will be able to confirm the program and grasp what it can do.

Once the situation is confirmed, we will begin to consider what products are applicable, and what scale of
production we will handle.

We had actually decided on some targets or product groups, but since we are an order-taking industry, we
are sometimes in a situation where some of the targeted products have lost orders and we have to review
plans for processed products. So, we are not able to proceed only with our own plans, but we are planning to
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establish a system to automate some process by the end of this fiscal year, and to begin intensive production
of such products in the next fiscal year.

Moderator [M]: Thank you very much. Now, the second question.

Participant [Q]: In the Nikkan Kogyo Shimbun of November 1, there was an article about the construction of
three new buildings. It reads that the Kobe Plant is engaged in coating to protect the exhaust gas pipes of
etching equipment, and the Tokyo and Kitakyushu Plants are engaged in thermal spraying for electrostatic
chucks and chamber parts of etching equipment. Is this true?

Kobayashi [A]: If you mean these plants will be dedicated to that, it may be slightly wrong. This is a bit of a
difficult question. We do not make a product at one plant at a time, but we do make various other products
at one plant. While making various products, the Kobe Plant will also handle with exhaust gas pipes. They will
not be dedicated to one product.

Then, you mentioned ESC (electrostatic chuck), but there is no plan to make ESC, so that ESC information is
wrong. The Kitakyushu and Tokyo Plants are going to make chamber parts related to semiconductor etching,
at least at the current planning stage.

Moderator [M]: Thank you very much. Then there is one additional online question.

Participant [Q]: | know that President Kobayashi has only been in office for less than six months, but please
talk about TOCALQ's strengths or weaknesses that you recognized only after you became president. Thank
you.

Kobayashi [A]: | feel that one of TOCALO's weaknesses is that we have not made enough effort to address
mass production, which was mentioned earlier. | have worked in the manufacturing field, but as pointed out
earlier, there are many products that are processed in a one-of-a-kind manner, and | had always thought that
our strength was that we process each product in a one-of-a-kind manner, but when | took this position, |
thought that was not quite right. Even if the product is one-of-a-kind, | think that a mass production approach
is always necessary in order to increase automation and production efficiency.

One of our strengths is that we have a variety of personnel, and in our case, in particular, we have a relatively
large sales staff. We have a sales staff of about 80 people, and | feel that our strength lies in the fact that our
sales staff is moving toward their own goals.

| often hear that our focus is only on semiconductors, but in reality, the success of the semiconductors is the
result of the sales staff's proper actions and efforts. When we think about what is after semiconductors, the
future of our company will be determined by how our sales force, which is in charge of divisions other than
semiconductors, feels about it and how they will proceed. | think our strength is that we have a large sales
force and are able to do various things through trial and error.

Moderator [M]: Thank you very much. These are the questions from those who participate online. It seems
that these are all the questions that have been asked both at the venue and online. We would like to conclude
the financial results briefing of TOCALO.

Thank you very much, President Kobayashi, Mr. Goto, Mr. Hosomi, and Mr. Shimizu, for your time today.
Company Representative [M]: Thank you very much.

Moderator [M]: Thank you very much for your participation.
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[END]

Document Notes

1. Portions of the document where the audio is unclear are marked with [Inaudible].

2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD].

3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an

answer from the Company, or [M] neither asks nor answers a question.

4. This document has been translated by SCRIPTS Asia.
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Disclaimer

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the
information contained in this event transcript. This event transcript is published solely for information
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results
may differ materially from those stated in any forward-looking statement based on a number of important
factors and risks, which are more specifically identified in the applicable company’s most recent public
securities filings. Although the companies may indicate and believe that the assumptions underlying the
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized.

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified,
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or
unauthorized purposes.

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice.

Copyright © 2023 SCRIPTS Asia K.K. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights
reserved.
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