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The HTS Group’s tools for information disclosure

Financial information

Investor Relations (website)
https://www.hitachi-transportsystem.com/en/ir/

Annual Securities
Reports

(Japanese version only)

Business Report
(Japanese version only)

Summary of Presentation Material
Financial Results of Financial Results
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Editorial Policy

The HTS Group has published the Integrated Report from 2020 in lieu of the
conventional Annual Reports. This report introduces the Group’s initiatives
toward sustainable increase of corporate value to our stakeholders through the
explanation of our value creation process and business model.

This report has been compiled with reference to “the International Integrated
Reporting Framework” published by the International Integrated Reporting
Council (IIRC) and "Guidance for Collaborative Value Creation” published by the
Ministry of Economy, Trade and Industry.

Reporting period

The fiscal year ended March 31, 2021 (April 1, 2020~ March 31, 2021 in general)
However, recent activities are also reported in this report. "FY" refers to a financial
period ended or ending on March 31.

Companies covered in this report

This integrated report covers Hitachi Transport System and the HTS Group (81
consolidated subsidiaries and 16 associates accounted for using the equity
method) in principle.

Forward-looking statements

This integrated report contains forward-looking statements that reflect Hitachi
Transport System, Ltd. and its Group companies'forecast, targets, plans, and
strategies. These forward-looking statements are not guarantees of future
performance and involve known and unknown risks, uncertainties, and various
other factors that may cause Hitachi Transport System and its Group companies’
actual results, performance, achievements, or financial position to be materially
different from any future results, performance, achievements, or financial position
expressed or implied by these forward-looking statements.

Toward New Dimensions

LOGISTEED

[LOGISTEED]: A word that combines LOGISTICS
with Exceed, Proceed, Succeed,
and Speed. It represents our
determination to lead businesses
to a new domain beyond the
conventional logistics.

Details are available at the Company's website.

"3\ HitachiTransport System aims for “LOGISTEED”
12 https://www.hitachi-transportsystem.com/en/
logisteed-cafe/

Non-financial information

O eee—

About Us (website)
https://www.hitachi-transportsystem.com/en/profile/

Corporate

Integrated Report Governance Report CSR/ESG

(Japanese version only)
https://www.hitachi-
transportsystem.com/
Company Profile en/profile/csr/

Management
Philosophy & Brand

Under the corporate philosophy “to deliver high-quality services that will help make the world a better place for people and
nature for generations to come,” the corporate vision of the Hitachi Transport System Group is to become the most preferred
global supply chain solutions provider for all of our stakeholders, including customers, shareholders, and employees, in the
sophisticated, diversified and wide-ranging global supply chain, and strives to achieve sustainable growth by solving issues
and creating “values” through various “collaborative innovation.” In addition, we have organized the role and future direction
of the Group as “"HB WAY"” with an aim to embody our Corporate Philosophy and Corporate Vision.

HB WAY

Shows the role and the "way" to move forward of the HTS Group and consists of
“Corporate Philosophy,"“Corporate Vision,”“Guiding Principles,” and “Success Drivers.”

HIB WAY

Corporate Philosophy
The Hitachi Transport System Group delivers high-quality
services that will help make the world a better place for people
and nature for generations to come.

Corporate Vision
The Most Preferred Global Supply Chain Solutions Provider

Guiding Principles

Compliance We value “Basics and Ethics.”
Customer Focus We deliver value to our customers.
Corporate Innovation and Excellence We strive for service excellence through collaborative innovation.

IATOBEEL; Diversityandindusion  We leverage inclusive diversity for holistic growth.

Sustainability We think and act responsibly as a global citizen.

Corporate Vision

Success Drivers

Guiding Principles “Gemba” Power, multiplied by Visualization

3 Key Goal Indicators Safety, Quality, and Productivity

Success Drivers 3 Disciplines Attention to Detail, Uncovering Problems, and Strong Sense of Speed
3 Attributes Customer Centricity, Teamwork, and Can Do Spirit

Taking on the Future
In a world of constant change, we are committed to pioneering new trails,

always looking ahead and energizing our society.

We build true trust with our customers, working tenaciously and charting a
collaborative future. We create and deliver innovative solutions, embracing
cutting-edge technologies. And we keep moving forward as one team,
fostering mutual respect and releasing individual potential.

Going beyond the conventional domain of logistics, we will bring innovation
to the future of business and people's lifestyles.
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At a Glance

Capitalizing on our global network and abundant experiences, the Group meets customers’ various logistics needs with
our one-stop services of Smart Logistics consisting of 3PL business, Heavy Machinery and Plant Logistics business, and
Freight Forwarding business, and aims to become the most preferred global supply chain solutions provider.

Resources - ases for value Creation — (As of March 31, 2021)

Number of Companies*'/Locations*?

Locations

9 8 companies 7 5 2 sites

<Domestic: 26 companies 330 sites/Overseas: 72 companies 422 sites>

;:I):Ir::;:lnnl:e*ssources lﬂlﬁlﬁ\ﬁr‘\
43,729

<Domestic: 28,671 employees/Overseas: 15,058 employees>

Area of Logistics Center*? 7

Number of Vehicles (Including Leased Vehicles)
Warehouses Vehicles .‘v._a
7.53 Mm? Total: 1 6,924

<Domestic: 5.27 Mm?/Overseas: 2.26 Mm*> Truck*: 3,671 Forklift: 5,981
Trailer: 5,679 Other*>: 1,593

*1 Number of companies includes associates accounted for using the equity method.

*2 Number of locations and floor space of logistics centers exclude those of AIT Group and HTB-BCD Travel Group.
*3 Number of employees excludes associates accounted for using the equity method.

*4 Including tractors and vans

*5 Including buses and passenger cars, etc.

FY2020 Business Overview by Segment

Domestic logistics business (FY2020)

N(vov)-30/o

[ [l Revenues

(100 millon yen) e Segn(}oeor;:nignr ;:i)t @ Revenues
4,800 4,328 4,353 4,212 300 Revenues of domestic logistics business decreased by 3% year-on-year to
¥421,190 million due to a continued decline in volume caused by the spread of
3,600 261 (OVID-19 despite an increase in revenues as a result of contributions from newly
221 20 launched projects and consolidation of PALENET CQ., LTD. and Hitachi Transport
2,400 System East Japan Distribution Services Co., Ltd.
100
10 @ Segment profit N (YoY)= 3 0/0
. ) Segment profit decreased by 3% year-on-year to ¥25,176
2018 2019 2020 ") million due to a decrease in revenues despite improved

o productivity and a reduction in total costs.
* Effective April 1, 2019, the Group adopted IFRS 16 Leases.
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As a domestic 3PL market leader*, we provide comprehensive logistics services excellent in safety, quality, and productivity by
taking advantage of our extensive network in Japan and overseas as well as abundant experience and know-how as a pioneer.

* Source: “3PL White Paper 2020"in September 2020 issue of monthly magazine LOGI-BIZ

SerViceS — Businesses & Solutions —

Segment: Domestic logistics/

3PL business Global logistics

Value

We provide the optimal logistics services in
supply chain. In automobile parts logistics,
we meet the logistics-related needs of the
automobile industry.

Heavy Machinery and Plant Logistics business  **9™"" 2esichaics

Value

We provide transportation, installation, and
setting-up services, etc. for heavy machinery
and precision instruments.

Freight Forwarding business Segment: Global logistics

Value

We propose an optimal transportation plan
from various transportation modes including

aircraft, ship, rail, etc. Ocean

TRANSPORT . . TRANSPORT Sl

Other services (logistics related businesses) « Information system development business - Sale and maintenance of automobiles business

Global logistics business (FY2020)

N(Yov)-zo/o

(wooang%ﬁnues e Segn?wgonnguﬁnr ;)ei:;t @ Revenues

3,000 150 Revenues of global logistics business decreased by 2% year-on-year to ¥216,258

2,558 million as revenues did not return to the level of the previous fiscal year after

2,198 2,163 120 being affected by the spread of COVID-19 and fluctuations of foreign exchange
s 90 rates, although showing a recovery trend in each region.

1,000 71 65 @ @ Segment profit A(YoY) + 5 90/0

30 Segment profit increased by 59% year-on-year to ¥10,340 million due to an

) increase in profitability of domestic and Chinese freight forwarding business
2018 2019 2020 ) between Japan and other countries and the effects of improved productivity and

- total cost reduction in each region despite a decrease in revenues.
* Effective April 1, 2019, the Group adopted IFRS 16 Leases.

Hitachi Transport System, Ltd.  Integrated Report 2021

K103sIH 1nQ

uoNeaIY anfep SJUBWBAAILDY
uoiealn) anep aImn4 Ino

Bunoddng uonepuno4

UOBULIOJU|
[eIOUBUI-UON/[BIOUBUI

A



2
heH

-~

TS
i

—w N\ =

Revenues
(100 million yen)

8,000 B/ Domestic logistics business

Listed on TSE

ﬁ Global logistics bujsiness

Second Section
in Jan. 1989

6,000 O Ratio of global Iogjistics business (%)

2000 O s»

Became independent by
integrating transportation divisions

The Company was founded in February
1950 as a logistics subsidiary of Hitachi,
Ltd. and commenced cargo transportation
business. In 1967, the Company merged
with Tokyo Monorail Co,, Ltd. and another
company, and changed its name to
Hitachi Express & Tokyo Monorail Co., Ltd.

5 Hitachi Transport System, Ltd.  Integrated Report 2021

Moved to TSE

1980 1985

Expanded overseas

In 1976, our first overseas subsidiary was
established in Singapore as the first step
of the overseas strategy.

In 1984, we entered into the air cargo
business against the backdrop of
increasing air freight volume.

First Section
in Sep. 1990

1990 1995

Launched 3PL business

Following the telecommunications
liberalization in 1985, we launched TRINET
service, the prototype of 3PL business, for
customers in apparel industry in August
1986. Then we expanded the target fields
to include building materials, medical
supplies, and food, etc.

| 2003

Entered into large-scale 3PL
business with own assets

We entered into large-scale 3PL businesses
with own assets by undertaking overall
logistics operation of adidas Japan K.K. in
1998 and AEON Co,, Ltd. in 2002. Especially,
Kansai NDC completed in February 2003
had the largest-class capacity in the
Company and cutting-edge equipment.

WAy, e
L3555 411 S
e

F U F F B

(

Y77
/4

Expansion strategy through M&As

With the aim of expanding the industry
platform in Japan and overseas network,
we expanded our business through a
total of 18 M&As by 2013 including the
acquisition of a logistics subsidiary of
Shiseido Company, Limited in 2007.

3PL
¥443.5
billion

|
Y.

2015 2020

P 2016- 4

#ﬂ[!‘ Sy

MITSUBISHI HC CAPITAL

Expansion strategy through
collaborative innovation

We have been promoting the expansion strategy
through collaborative innovation and the creation of
an ecosystem by forming alliance with SG Holdings
Co, Ltd. and SAGAWA EXPRESS CO, LTD. in March
2016, AIT Corporation in October 2018, Hitachi Capital
Corporation (currently Mitsubishi HC Capital Inc) in
December 2018, and A.P. Moller-Maersk in 2021.
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Value Creation Process of the HTS Group

A business model to realize value creation of the HTS Group consists of a value chain comprising of task analysis,

design for operation, operation and improvement of the customers’ supply chain and structure to support it such

as collaborative innovation, R&D, human resource development, and VC21 activities, with the HB WAY indicating

how the Group should be and a path to take as the source of all values.

S

7/

Financial capital
- Stable financial base
- Surplus funds to enable flexible investments

Total assets Cash and cash equivalents at end of year

¥ 787.9 billion ¥ 1 04.8 billion

Manufactured capital

- Global business sites

- Transport vehicles

- Digital business platform underpinning LOGISTEED

Locations*'
Domestic 3 3 0 sites

Area of logistics center*!

7.53 Mm?

Intellectual capital
- Patent (warehouse design/management system, etc.)
- Expertise (SCM optimization, safety,

advanced logistics technology)

Overseas 42 2 sites

in 28 countries and regions

R&D expenses

¥670 million

No. of systems in operation

499"

Human and organizational capital
« Diverse human resources well-versed in logistics
« Human resources who carry out the HB WAY

Total personnel

43,729

Education expenses per
employee (domestic)

¥19,934

Social and relationship capital
« Trust relationships with stakeholders
« Business ecosystem to be built together with collaborative partners

Transportation partners (domestic)
Approx. 1 ,400 companies

Natural capital
« Resources and energy that we use through logistics service
with less environmental load*?

Total energy consumption (domestic) (crude oil equivalent)
1) Electricity consumption 2) Fuel consumption

44,461« 15,591«

Strengths

Ability to accomplish Advanced logistics Global
operation engineering capability network

4

Cycle to
accumulate
knowledge

- Structure to support value creation -

Collaborative R&D
innovation

Human resource
development

vQ21

(Improvement activities)

2 (@ || 15 || e

corporate governance

HB WAY

(“Gemba” Power, multiplied by Visualization)

— P63-74

Using our strengths of “Ability to accomplish operation,’

“Advanced logistics engineering capability,” and “Global

network” as key drivers, we strive to reinforce our value chain to sustainably create economic, social, and environmental
values to our stakeholders. We will contribute to SDGs through sustainable increase of corporate value.

SDGs (Sustainable Development Kt bt
Goals) on which we focus for g‘ /~/|'
sustainable growth L]

We support people’s lives and
assume a role as a social
infrastructure provider by
providing comprehensive
logistics services with high level
of safety, quality, and
productivity.

.

3PL business

Procurement logistics services/Production logistics services/
Distribution logistics services/Reverse logistics services/
Auto parts logistics

Heavy Machinery and
Plant Logistics Business

Plant-related transport/Machinery and equipment transport/
Railway-related equipment transport/Precision instruments transport/
Various research equipment transport

Freight Forwarding Business

International air transport/International ocean freight transport/
International truck transport/International railway transport

— P45-52

T oomnes B 12 %m 181 1/ =
A= OO B

Toward New Dimensions

LOGISTEED

Financial capital Stakeholders
Total Sharehold
roe11.8%  rewmtsn) 2085 s,
Credit rating (R&I) A “O“
ab
Customers
Manufactured capital

Use accumulated skills and expertise as reference
models to build and manage new logistics centers

and systems % 5\ \/
£EEAN
P LT

¥ 652.4 billion

Employees

Intellectual capital

Numberof  Number of attendees of data scientist
patents held training course (accumulated)

8 72"

Number of working hours saved by RPA**

Approx. 6,600 hours/month

Business
partners

Human and organizational capital

Employee engagement (Understanding ~ Ratio of female
of goals/targets) *¢ managers

74 4.9+

Shareholders/
Investors

[Negative outcome]
Workplace accident index
Frequencyrate 0.78  Severity rate 0.019

Social and relationship capital
No. of customers

Over 20,000

companies (80 industries)

Domestic share of
3PL business

14.4

Natural capital
(0, emission reduction rate (domestic)
(Scope 1&2) YoY '5 .6 %

[Negative Outcome]
Greenhouse gas emissions (domestic) (Scope 1 & 2)
113(thousand tons-C0,)

External environment

@ Decrease in labor population/consumers in Japan
@ Increases in climate change risk and large-scale natural disasters

@ Rise of protectionism and escalation of trade friction
@ Increase in geopolitical risk

@ Occurrence of big disasters and global pandemic
@ Expansion of EC market

@ Advancement of digital technologies (5G/IoT/Al, etc.)
@ Changes in environment surrounding the logistics business

*1 Number of locations and area of logistics centers exclude those of AIT Group and HTB-BCD Travel Group.
* As of March 31, 2021

Hitachi Transport System, Ltd.  Integrated Report 2021

*2 Self-developed systems

*3 Including modal shift, use of eco cars, introduction of double-trailer trucks and sharing of facilities and equipment

*4 No. of attendees of in-house training to foster data scientist with advanced data analyst skills ~ *5 Robotic Process Automation ~ *6 Total score of favorable responses in employee engagement survey

*7 Calculated by the Company using data in “Monthly Magazine LOGI-BIZ"

Hitachi Transport System, Ltd.  Integrated Report 2021
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The HTS Group’s Strengths

The HTS Group has three strengths: “Ability to accomplish operation,”“Advanced logistics engineering capability,”

and “Global network.” Drawing on our expertise and network accumulated over 70 years since our foundation as
a logistics operator, we provide comprehensive logistics services with superior safety, quality, and productivity.

Value chain *

Task analysis of the customers’ supply chain

Analyze supply chain issues based on data and
interviews by communicating with customers

Design and proposal for advanced operation

Design and propose optimal site placement, delivery
routes, transportation methods, and warehouse
operations to customers based on analysis results

Flexible and reliable operation

Accomplish operation based on well-designed
workflows, and strictly manage safety, quality,
and productivity

Improvement

Ongoing improvement of productivity and quality

Improve the productivity and quality of the entire
organization through improvement activities reflecting
customers’ feedback and employees’ opinions

The HTS Group’s strengths

- Conduct realistic analysis and identify issues,
leveraging abundant experience in logistics
operations including 3PL as a domestic market leader

- Promote projects with the collaboration of sales
representatives and logistics engineers familiar with
the relevant industries

-Understand customer needs accurately through
communication with customers

- Support customers'supply chain reforms by using
SCDOS which enable central management of
customers’supply chain information, visualization,
analysis, and simulation

-Unique training program to develop data analysis
experts

- Expertise and internal system to optimize site
placement, plan distribution centers, design warehouse
layouts, and establish warehouse workflows

- Design and develop high-performance warehouse
management system (WMS) applicable to various sectors

- Design sustainable logistics by introducing
advanced technologies and strategically working on
sophistication and automation/labor-saving of logistics

- Design and provide smart warehouse combining
automation/labor-saving expertise and digital technologies

- Use latest technologies and design one-stop service
including carrying out, transportation, installation, and
setting up of heavy machineries such as plant cargoes
and machineries relating to social infrastructure

- 752 domestic and overseas business sites supporting
global supply chain

- Operating structure capable of responding
to changes in customers'sales channels and
environment flexibly and promptly

- Favorable and solid relationships with customers and
partner companies

-Implement KPI-based strict control and improvement
measures for profitability, safety, quality, and productivity

-Implement measures using technology for packaging
and transportation jigs to improve transportation
quality and reduce environmental load

- Implement safe driving management using SSCV (transport
digital platform) which makes full use of loT technology

-Implement group-wide initiatives of “VC21 activities,’
which spread improvement culture through
visualization of activity progress and excellent cases

- Use logistics engineering capability and digital business
platform to continuously improve transportation routes,
warehouse layouts, and warehouse operation processes

- Provide various improvement educations and
practice at workplaces

-Implement cross-departmental productivity reform by
making full use of digital tools such as RPA and AI-OCR

- Provide guidance to improve driving skills by using
"SSCV" (transport digital platform) which makes full
use of loT technology

Related solutions, tools, etc.

- SCDOS*

- Develop data analysis experts
*SCDOS: Supply Chain Design & Optimization Services

— P29 2

5% scpos

« EC platform (smart warehouse)

« SLC* (warehouse design support tool)
*SLC: Smart Logistics Configurator

()
e 0
SMART: @ [
WAREHOUSE ' -

n Ability to Accomplish Operation

K ! ]
. J

whin M =270

R

A group of professionals of data analysis, operation managementdesign, package design, and introduction of advanced technologies

« SSCV*!(transport digital platform) }

« SDF*? (volume forecasting system with Al)

*1 SSCV: Smart & Safety Connected Vehicle
*2 SDF: Smart Demand Forecast

Advanced LogisticsEngineering Capability

SSC\/. Driving manager ,4‘
T g

Before/afterdriving = | | Vehicle behavior =
i g | | omaten -
vital signs

P

« Operation analysis support tool
«RPA, AI-OCR*
« SSCV(transport digital platform)

*Al-OCR: Optical Character Reader with Al

RPA
-

Global Network

Business sites supporting global supply chain

Locations Logistics centers
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Diverse human resources  Transportation assets to support  Digital business platform P @ [Joe0e® '

well-versed in logistics ~ society and people’s lives underpinning LOGISTEED Doe ’©@@ Introduction of automated facilities

Total personnel No. of vehicles (including leased  No. of self-developed systems Human resources specialized in logistics engineering No. of SSCV installed within the Group - including AGV* and automated forklift
vehicles) in operation No. of AGV installed within the Group

Approx. 2 5 0

Including cumulative 72 attendees of data scientist training course

Approx. 1 ,300

Insalled in allvehides o the domestic group companies ~ Appprox. 2 3 0

*AGV: Automated Guided Vehicle

43,729 16,924 499

«ZI%\ For details, please visit our website.
k:7/ SmartWarehouse https://www.hitachi-transportsystem.com/en/logisteed-cafe/service.html#SWH
SLC hitps://www.hitachi-transportsystem.com/jp/solution/smartlogistics/smart_movie01.html (Japanese version only)

752 sitesin 29 g%ltlin;cggijei(s)ns Total 7.53 Mm?

9 Hitachi Transport System, Ltd.  Integrated Report 2021 Hitachi Transport System, Ltd.  Integrated Report 2021
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Key Management Indicators: MD&A

(Management’s Discussion and Analysis of Financial Position, Financial Results, and Cash Flows)

Financial position

Total assets as of March 31,2021 amounted to ¥787,936 million, a decrease of ¥91,208 million Assets
compared with the end of the previous fiscal year. Current assets decreased by ¥20,059 million mainly I Current assets
due to a decrease of ¥34,206 million in cash and cash equivalents, despite increases of ¥8,262 million (100 milion yen) I Nlon-current assets
in trade receivables and contract assets thanks to a sharp rise of volume in the freight forwarding 10,000
business in the three months ended March 31,2021 and of ¥6,592 million in other current assets 8,000 878 7.879
mainly due to income tax refunds receivable associated with withholding tax on dividends between e 2614 Mot
group companies. Non-current assets decreased by ¥71,149 million mainly due to a decrease of 6000 :
¥82,899 million in investments accounted for using the equity method as SAGAWA EXPRESS CO, 4,000
LTD. was excluded from the scope of the equity method after the Company transferred shares of 2,000 67 51406
the company to SG Holdings Co, Ltd, despite an increase of ¥11,749 million in property, plant and S
equipment mainly due to capital expenditures for East Japan Il Medical DC and renewal of vehicles. 0

2019 2020 ()

Total liabilities as of March 31,2021 amounted to ¥625,829 million, a decrease of ¥14,058 million
compared with the end of the previous fiscal year. Current liabilities decreased by ¥11,106 million
mainly due to a decrease of ¥13,684 million in other financial liabilities because of reclassification of

liabilities for written put options over non-controlling interests to non-current liabilities as a result

of the review of exercise date of the option and also because of exercise of the option. Non-current

Liabilities/Equity

[ Current liabilities

liabilities decreased by ¥2,952 million mainly due to a decrease of ¥10,199 million in long-term debt {100 million yen) R on-corentlbes
as a result of the reclassification to current portion of long-term debt, despite an increase of ¥7,776 10,000 8791 o

million in other financial liabilities mainly due to reclassification of liabilities for written put options over 8,000 1' X

non-controlling interests from current liabilities as a result of the review of exercise date of the option. 6,000 .

Total equity as of March 31,2021 amounted to ¥162,107 million, a decrease of ¥77,150 million D

compared with the end of the previous fiscal year. Total equity attributable to stockholders of the parent 4,000 e

company decreased by ¥77,703 million mainly due to an increase of ¥99,633 million in treasury stock, 2,000

at cost as a result of acquisition of treasury stock in relation to the partial amendment to the capital and o 2393

business alliance with SG Holdings Co,, Ltd. and SAGAWA EXPRESS CO, LTD. Total equity attributable to 0 20-19 o

stockholders of the parent company ratio decreased from 26.5% as of March 31, 2020 to 19.7%.

Operating results

M Revenues, adjusted operating income

For the fiscal year ended March 31, 2021, although there were some contributions from newly launched projects and the
impact of COVID-19 was tapering off in each region, revenues did not return to the previous fiscal year level because of

the effect of exchange fluctuation and decreased by 3% year-on-year to ¥652,380 million. Adjusted operating income

increased by 10% year-on-year to ¥36,711 million mainly due to an increase in profitability of domestic and Chinese freight
forwarding business between Japan and other countries and the effects of improved productivity and total cost reduction
in each region despite a decrease in revenues. Operating income increased by 19% year-on-year to ¥41,050 million mainly
due to an increase in other income resulting from transfer of all shares of SAGAWA EXPRESS CO,, LTD. despite losses due to

COVID-19.

M Earnings before interest and taxes (EBIT)

Earnings before interest and taxes (EBIT) increased by
12% year-on-year to ¥44,429 million mainly due to an
increase in operating income despite a decrease in share
of profits of investments accounted for using the equity
method mainly due to transfer of all shares of SAGAWA

EXPRESS CO,, LTD.

Il Net income attributable to stockholders of the parent company
Net income attributable to stockholders of the parent

company increased by 6% year-on-year to ¥22,873 million
mainly due to an increase in income before income taxes.

Hitachi Transport System, Ltd.

Integrated Report 2021

(100 million yen)

FY2019 | FY2020
Revenues 6,723 6,524
Adjusted operating income 335 367
Operating income 344 411
Earnings before interest and taxes (EBIT) 396 444
Income before income taxes 338 391
Netincome attributable to stockholders of the parent company 216 229

Cash flows

M Cash flows from operating activities

Net cash provided by operating activities was ¥55,309 million, a decrease of ¥22,895
million compared with the fiscal year ended March 31, 2020. This is mainly due to a
decrease in cash from income taxes paid of ¥26,131 million despite increases in cash
from depreciation and amortization of ¥52,159 million and recording net income of
¥23,954 million.

M Cash flows from investing activities

Net cash provided by investing activities was ¥69,779 million, an increase in cash of
¥70,941 million compared with the fiscal year ended March 31, 2020. This is mainly due
to an increase in cash resulting from proceeds from sale of investments in associates of
¥87,183 million in relation to the partial amendment to the capital and business alliance
with SG Holdings Co,, Ltd. and SAGAWA EXPRESS CO, LTD, partly offset by a decrease in
cash mainly due to purchase of property, plant and equipment and intangible assets of
¥19,792 million which consists mostly of capital expenditures for East Japan Il Medical
DC and renewal of vehicles, etc.

M Cash flows from financing activities

Net cash used in financing activities was ¥161,056 million, an increase of ¥115,349
million compared with the fiscal year ended March 31, 2020. This is mainly due to a
decrease in cash from acquisition of treasury stock of ¥99,633 million in relation to the
partial amendment to the capital and business alliance with SG Holdings Co,, Ltd. and
SAGAWA EXPRESS CO,, LTD. and repayments of lease liabilities of ¥36,648 million.

Outline of capital expenditures

The Group (HTS and its consolidated subsidiaries) carefully selected and executed
investments to expand logistics sites and renewed vehicles as part of ordinary business
operation. The details of capital expenditures (based on tangible and intangible assets
accepted; amounts exclude consumption taxes, etc.) for the fiscal year ended March 31,
2021 are as follows:

In domestic logistics, we acquired MFLP Yachiyo DC (Yachiyo City, Chiba Prefecture) and
ESR Noda DC (Noda City, Chiba Prefecture) as right-of-use assets in an effort to expand
logistics sites. We also renewed existing assets and made investments for streamlining
and labor-saving. As a result, capital expenditures totaled ¥51,213 million.

In global logistics, we renewed existing assets, mainly vehicles. As a result, capital
expenditures amounted to ¥11,489 million.

In other, we renewed existing assets such as vehicles for rental business, and capital
expenditures amounted to ¥3,231 million.

Tax policy

Cash flows from operating activities

(100 million yen)

800 782

600 553
400

200 I
0

2019 2020 (FY)

Cash flows from investing activities

(100 million yen)

750 698
500

250

0

2250 -12

2019 2020 (F)

Cash flows from financing activities
(100 million yen)
0
-500 ||
1,000 -457
-1,500
-2,000 -1,611
2019 2020 (")

Details of capital expenditures
(100 million yen)

FY2019 | FY2020
Domestic logistics 188 512
Global logistics 74 115
Other 44 32
Company-wide 17 22
Total 322 681

Recognizing that fulfilling tax obligations properly is one of our social responsibilities, the Group has established

the “Rules of Global Tax Management”

1. Compliance with international standard of tax rules and tax regulations

Group companies observe international standards of tax rules, such as OFCD Transfer Pricing Guidelines and Action Plan on Base Erosion and Profit Shifting (BEPS)
and conduct operations in accordance with tax rules of each jurisdiction, all relevant laws and requlations in the territories in which they operate.

2. Managing its tax affairs efficiently, continuously, and proactively

Consistent with their roles as socially responsible organizations, the aims of Group companies are to manage their tax affairs efficiently, continuously, and

proactively while maximizing shareholder value.
3. Building up a sincere and good relationship with tax authorities

Group companies develop and sustain good relations with tax authorities in countries where they operate.

4. Enhancement of risk management

Group companies have to correspond to the diversification of taxation issues and the tax audits carried out by authorities, and report to relevant departments

as:500n as such issues start.
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Key Management Indicators: Financial and Non-Financial Highlights
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Financial Highlights

Revenues (100 million yen)

goss 004 7088 oo 6524

6,000
4,000
2,000
0

Adjusted operating income (100 million yen)/Adjusted operating margin (%)
I Adjusted operating income -O- Adjusted operating margin

400 7.0
367

350 6.0

300 5.0

250 4.0

200 3.0

2016 2017 2018 2019 2020 (FY)

Revenues showed positive growth since FY2017 but
decreased in FY2019 due to a decrease in volume of
automobile parts and freight forwarding business and in
FY2020 due to the spread of COVID-19.

EBIT (100 million yen)/EBIT margin (%)
B EBIT =O= EBIT margin

500 8.0
450

7.0
400
350 6.0
300

5.0
250
200 40

2016 2017 2018 2019 2020 (FY)

Adjusted operating income has been increasing since FY2013 and
also increased in FY2020 due to improved profitability of freight
forwarding business and the effects of improved productivity and
total cost reduction despite the impact of COVID-19.

Total equity (100 million yen)/ROE (%)
B Total equity =Q=ROE

2,500 16.0
2089 2393
2000 4 9p9 14.0
1 500 1821 15
1,000 8 100
1013
500 8.0
0 6.0

2016 2017 2018 2019 2020 (FY)

EBIT has been increasing since FY2013 and also increased
in FY2020 due to sales of investments in associates and
fixed assets despite a decrease in share of profits of
investments accounted for using the equity method.

Capital expenditures/Purchased assets (100 million yen)
I Capital expenditures WM Purchased assets

800

600

400

681
322
276
241
200 220 183
L Ii7 1741 20 IiS
: li

2016 2017 2018 2019 2020 (FY)

ROE remained flat since reaching 10% in FY2016 but
increased in FY2020 due to a decrease in equity attributable
to stockholders of the parent company as a result of the
acquisition of approximately ¥98.8 billion of treasury stock.

Cash dividends per share (Yen)/Dividend payout ratio
B Dividends  =(=Dividend payout ratio

60 40
50

30
40
30 20
20

10
10
0 0

2016 2017 2018 2019 2020 (FY)

Capital expenditures including lease*' remained at around
¥20 billion to ¥30 billion and purchased assets*? remained at
around ¥13 billion to ¥20 billion. They increased in FY2020
due to an effort to expand business sites in Japan through
capital expenditures including lease and purchased assets.

*1 Based on tangible and intangible assets accepted  *2 Based on non-current assets recorded

Hitachi Transport System, Ltd.  Integrated Report 2021

2016 2017 2018 2019 2020 (FY)

We have continued to increase dividends every year since
FY2010. We seek profit distribution linked to business
performance while considering medium-to-long-term
business expansion and securing internal reserves to
strengthen corporate structure.

Non-Financial Highlights

(0, emissions (thousand tons-CO,)/Intensity per revenues (tons-C0,/100 million yen)
CO, emissions (left axis) -o- Intensity per revenues (right axis)

150 45

100 30
33

50 15

0 0

Eco-friendly vehicle ownership ratio (%)*’
Eco-friendly vehicles =)= Advanced eco-friendly vehicles

100

— 96
93

~ 90

2016 2017 2018 2019 2020 (FY)

CO, emissions and its intensity per revenues both
decreased due to the introduction of the advanced eco-
friendly vehicles, promotion of eco-friendly driving, and
efforts to reduce the use of electricity and fuel.

Scope: HTS, domestic group companies (total of Scope 1 and 2)

Workplace accident index: Frequency rate/Severity rate*?
-O- Frequency rate (left axis) -o- Severity rate (right axis)
20 0.08

15 We started collecting data of 0.06
—— | the domestic group since FY2018. -

1.0 0.93 0.04

10 085’0\0.68
05 0.02
0.022 0.019

0.0 0.013 0.00

2016 2017 2018 2019 2020 (FY)

We are promoting the systematic introduction of
advanced eco-friendly vehicles. We have maintained
100% of the eco-friendly vehicle ownership ratio since
FY2016.

Scope: HTS, domestic group companies

Ratio of female managers (%)
-O- Ratio of female managers = Ratio of female assistant managers

15.0

s 3.7

2016 2017 2018 2019 2020 (FY)

In FY2020, the “severity rate” representing the severity of
workplace accidents slightly increased, but the “frequency
rate” representing the frequency of accidents decreased

as a result of adopting safety technology.
Scope: HTS, domestic group companies

Number of compliance trainings and meetings conducted (times)/
Number of whistle-blowing reports and consultations (cases)*
Compliance training [l Compliance meeting
45 I e-learning -o- Number of whistle-blowing reports/consultations (right axis) 60
54
42 44

15 19 20

i . :
4 g 4 4
0 1 Z 0

2016 2017 2018 2019 2020 (FY)

The ratios of female managers and candidates for the
next managers are on the rise due to our systematic

efforts to develop female employees.
Scope: HTS

Directors and outside directors (persons)/Ratio of female directors (%)**
Director [l Outside Directors =)= Ratio of female directors

10 [ Independent officers 100

8 80
7

6 6 6 6 6 60

RN
25 25 25 200

2. 125 20

0 0

2016 2017 2018 2019 2020 (FY)

We continue to implement measures to enhance compliance
of the entire Group in Japan and overseas. Also, the number
of reports/consultations has increased due to the appropriate
development and operation of the whistle-blowing system.

2016 2017 2018 2019 2020 (FY)

The Board of Directors, which is the supervisory body

of management, invites outside directors in order to
proactively incorporate outside opinions. Also, we have
promoted female directors to ensure diversity.  Scope:HTS

*1 Eco-friendly vehicles are as follows: hybrid, natural gas, and electric as well as highly fuel-efficient vehicles certified by the government (vehicles meeting a specified standard), and low emissions
vehicles. Total of personal and business vehicles excluding special vehicles.  *2 A frequency rate, representing the frequency of accidents resulting in lost workdays, is expressed in terms of the number
of injuries or deaths resulting from workplace accidents for each one million total hours worked by employees. A severity rate, representing the severity of accidents, is expressed in terms of the number
of lost workdays for each 1,000 total hours worked by employees.  *3 Compliance trainings and e-learning programs are provided to all employees of HTS and its domestics group companies. Number
of compliance meetings and whistle-blowing reports/consultations is the total for the entire HTS Group including overseas group companies.  *4 Female directors are all independent officers.
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sage from the President —

Integrated Report 2021

LOGISTEED

We will increase investment for further
development of “LOGISTEED” and aan
establishment and enhancement of the

solid management base, with the view

to shift to the next growth stage.

Yasuo Nakatani
President and CEO

Value Creation amid the
COVID-19 Pandemic

Reacknowledged our "mission"

and “purpose”
In FY2020, we were affected by COVID-19 throughout
the year, and we also reacknowledged our purpose
as a logistics service provider.
The "mission” of logistics service is to create “value” by
delivering products created by manufacturers to end
users and society. The Group has consistently carried
out this mission for over 70 years since its foundation.
Recently, however, there has been a series of cases
where supply chains were disrupted due to
intensifying natural disasters by climate change in
addition to the COVID-19 pandemic. The
responsibility of the logistics service to maintain
people’s lives and socioeconomic activities even in
such emergency conditions is no longer limited to
delivering values related to products but is changing
to“preventing supply chain disruption in the world.|
believe this is the “purpose” of the logistics service in
this modern age with increasing global risks and
uncertain future prospects.
In FY2020, in order to fulfilla common mission of the
Group and customers “not to stop logistics,” we
focused on maintaining stable business operation by
seeking the best and creative solutions. For example,
we prevented infections and the spread of the virus
within the Company by ensuring thorough health
management of employees, introducing contactless
operations early, launching new projects remotely,
etc. We also addressed the imbalance of volumes
caused by difference in levels of COVID-19 impacts
among industries by flexibly shifting human
resources within the Group. As a result, we were able
to contribute to supporting customers’ supply chain
and maintaining people’s lives and socioeconomic
activities, and such efforts also led to our profitability
improvement and record high profit*'. Although the
uncertain business environment is expected to
remain for a while, the Group will continue efforts to
seek creative solutions, with “preventing supply chain
disruption in the world”as our purpose.

*1: Adjusted operating income-basis

Share creative solutions in the VC21

activities to implement the HB WAY
As mentioned above, various “creative solutions”which
proved effective and contributed to maintaining
supply chains amid the COVID-19 pandemic are the
Group's source of value creation and directly link to
the implementation of the HB WAY. Our efforts to
spread the HB WAY include distributing a “reference
card”"to employees, hanging posters, placing cartoons
in the company magazines and preparing/distributing
video materials, but what we focused especially on in
FY2020 and proved effective was “VC21*? Activities
("VC21")" VC21 is daily improvement activities to
implement the HB WAY, under which employees
register improvement measures they came up with
under different themes in a dedicated system, and the
PDCA cycles of the improvement activities are being
implemented in approximately 300 sites in Japan. The
Executive Committee acknowledges and evaluates
measures of all sites and checks the progress in each
organization. Excellent initiatives are awarded and
shared among the Group at the presentation meeting
in a bid to cultivate “the culture of praise! In addition,
the improvement culture where each employee works
on VC21 with a sense of “personal ownership”has
taken roots by “visualizing” the productivity
improvement through VC21 as a quantitative effect.
Unfortunately, we had to hold the company-wide
presentation meeting and award ceremony online in
FY2020 due to the COVID-19 pandemic, but it had the
advantage that many employees were able to share
good examples at the same time. VC21 also produces
several creative solutions to support logistics
operation amid the COVID-19 pandemic. Going
forward, we will promote DX and decarbonization
initiatives mainly through VC21.

¥2:VC21: Value Change & Creation 2021

Recognition of External
Environment

The logistics industry is
becoming increasingly
“borderless”
As | mentioned in the Integrated Report 2020, the
logistics industry is becoming increasingly “borderless,’
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and we expect the growth of major EC platformers and
the new entry by third parties into the logistics domain
will continue. Accordingly, the Group will not limit our
services to the conventional logistics domain but
promote the business concept "LOGISTEED**" which
aims to create values beyond the logistics domain in
order to strengthen the potential for the medium-to-
long-term growth. Among others, our efforts to
advance into the “manufacturing”domains, which are
our roots and closely related to the logistics industry,
are producing solid results, and we are expanding our
business domain by offering services that have
previously been handled by customers at their own
factories such as just-in-time supply of parts collected
from suppliers to assembly lines, painting, and
placement of ingredient labels of cosmetics that
require a permit or license. We plan to pursue the
possibility of collaborative innovation in the
“manufacturing”domain including the above-
mentioned pre- and post- processes in overseas as well
as to expand collaborative innovation that provides
our stakeholders with the systems we have created for
ourselves such as“SSCV (a transport digital platform)**”
to be discussed later. Through these initiatives, we aim
to shift to a stage where we can say, “The Group’s
business is not logistics but LOGISTEED." in the future.

*3 A word that combines LOGISTICS with Exceed, Proceed, Succeed, and
Speed. It represents our determination to lead businesses to a new
domain beyond the conventional logistics.

*4 Smart & Safety Connected Vehicle

Enhance the region-contained
business considering the increasing
geopolitical risks and supply-
demand imbalance in logistics
For global logistics that showed a significant profit
growth in FY2020, we expect to see more business
opportunities to create region-contained supply
chains focusing on local production for local
consumption, in addition to international
transportation, on the back of increasing geopolitical
risks related to global supply chains and shortages of
marine containers and spaces for air cargoes.
The Group will ensure to acquire business
opportunities behind these risks by making
investments aimed at enhancing region-contained
business models, including intermodal business in

Hitachi Transport System, Ltd.  Integrated Report 2021

Europe and truck transport in Asia.

And, the Group has been working on the Mid-term
Management Plan (LOGISTEED 2021) since FY2019in
both Japan and overseas as specific strategies to
develop the concept of “LOGISTEED" under which we
aim to expand collaborative innovation domains
beyond businesses and industries, create new
innovation beyond the conventional logistics
domain, and create/expand the ecosystem while
focusing on the enhancement of logistics as a
function (Smart Logistics) as our core target.

Growth Strategy

Maintain strategic investment
for the medium-to-long-term
growth based on the steady
profit growth
Under the Mid-term Management Plan (LOGISTEED
2021), in order to change and evolve into a company
represented by "LOGISTEED" and become the most
preferred global supply chain solutions provider, we
have focused on priority measures of “lmplement
portfolio strategy, including M&As and alliances, to
build a solid core domain (Smart Logistics),”“ Implement
collaborative innovation strategy aiming at
enhancement of the core domain and further
expansion of domains,“Design supply chain based on
and originating from logistics domain,“Implement a
topline*® growth strategy,“Originate and succeed
operation (hands-on approach) toward the next-
generation,"and “Environment, social and governance
as well as corporate ethics!
As a result, in FY2020, the second year of the Plan, we
were able to achieve profit growth as mentioned above
although topline was sluggish mainly due to a drop in
automobile-related transport affected by COVID-19,
and accordingly we will make strategic investment with
particular emphasis on the following three points in
FY2021, the final year of the Plan.

*5: Topline: Net sales (revenues) presented at the top of the statement of
profit or loss.

Enhance investment in digital
transformation rooted in the
improvement mindset at sites

Firstly, we will increase investment in digital

transformation (DX) and automation to further
strengthen our business platform toward the
medium-to-long-term growth and development. In
specific, we will accelerate “Link warehouse and
transport operations,””Standardize and classify work/
operating process”and “Bring together wisdom”
through digitalization and achieve “Sophistication of
logistics”and “Connected supply chain!

The basic policy of DX is to implement a cycle of
collecting digital data on sites (physical space),
analyzing it on cyber space, adding analogue
knowledge and giving feedback to the sites. | think
digitalization cannot be achieved without
improvement mindset and creative solutions, so we
consider DX as an extension of “improvement mindset
at logistics sites”and “visualization”including VC21.

In order to improve operational efficiency and
aggregate data in these DX efforts within the
Company (internal DX), we plan to “visualize”
warehouse operations, renew the core systems, and
promote RPA.

Meanwhile, we also continue to refine our DX efforts
outside the Company (external DX) including “SSCV,
“SCDOS*®" and “Smart Warehouse” and provide the latest
added value to all stakeholders including customers.

*6 SCDOS: Stands for “Supply Chain Design & Optimization Services,"and

are services that centrally manage and visualize customers’supply
chain information

Expand collaborative
innovation with partners for
realization of “LOGISTEED”
overseas
The second point is overseas investment for further
growth of the global business. While the domestic
business continues to be our important
management base, further enhancement of the
global business is essential in the Group's medium-
to-long-term growth strategy. Although it was in the
midst of the COVID-19 pandemic, in FY2020, we
opened a logistics center in the suburbs of Chennai
as part of the business expansion strategy in India.
We are also making investments to open or reinforce
sites in the U.S. and the Netherlands in FY2021 as well
as in India, Malaysia, and Indonesia after FY2022.
Through a series of these investments, a total of more
than ¥12 billion will be invested in major projects

from FY2021 to FY2023 to accelerate the global
growth strategy.

Since we established a subsidiary in Singapore in
1976, we have operated global business in various
countries and regions, and in light of our past
experiences of success and failure, most of our
current overseas investments have been made
through collaborative innovation with local partners
under the "region-contained business model," under
which local subsidiaries operate businesses at their
discretion and we focus on the supervision. Going
forward, we will take into account digitalization,
automation, and labor-saving to pave the way to
achieve "LOGISTEED"in the global business. As part of
such efforts, we launched collaborative innovation
activities with Maersk, a major international marine
shipping company in Denmark, in FY2020. We will
strive to accelerate business expansion of both
companies through personnel exchanges to provide
seamless logistics globally.

Increase investment in “SSCV”
with the view to create
economig, social, and
environmental values
The third point is to create economic, social, and
environmental values through an increase in
investment in “SSCV"mentioned above. “SSCV"is a
service contributing to health/labor management of
drivers, accident prevention and resolutions of social
issues such as reduction of CO, emissions through
efficient transportation and, as introduced in Special
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Feature (on pages 39 through 44), has already been
commercialized through external sales, with the plan
of expanding into other transporters (land, passenger,
etc.) and creating new services and businesses with
big data in the medium to long term. We will also
continue to develop business models that create
values for other businesses or the entire society
through initiatives we have started for ourselves.

Place “Collaborative

Innovation” at the base of all

growth strategies
We continue to use “Collaborative Innovation”as a
keyword for all these growth strategies, and there are
two factors for this.
The first one is the acceleration of declining birthrate
and aging population in Japan. From the early 2000s
to around 2010, the basic policy of the Group was to
develop business mainly with our own management
resources. However, we reviewed such policy as
difficulty in securing workers at logistics centers or
truck drivers became a serious issue, and shifted to a
policy to secure resources by accumulating
collaborative innovation activities on a daily basis.
The second one is the effort to automate on-site
operations. When we first started the automation
initiatives as one of the measures to address the
declining birthrate and aging population, there was
strong resistance at sites. However, once we
introduced automation with support of collaborative
innovation partners including Hitachi, Ltd., we were
able to see its clear effects and realized that, in these
times of drastic change, the shortest way to solutions
is to quickly realize “what we cannot do”instead of

Hitachi Transport System, Ltd.  Integrated Report 2021

“what we can do”and find necessary partners to
collaborate and deliver innovative solutions. Placing
"Collaborative Innovation” at the base of all growth
strategies, the Group ensures to pave the way for the
expansion of ecosystem and the sustainable growth
through “LOGISTEED" by continuing initiatives with
various partners including start-ups, industry peers
with strengths in international transportation, or
material handling manufactures with deep insights in
automation.

ESG Management and
Future Response
against COVID-19

Accumulate on-site efforts with

“Sharing” as a keyword
The Group will promote the ESG management toward
the realization of sustainable society and increase of
corporate value and enhance initiatives of four
objectives that contribute to the achievement of SDGs.
In doing so, what | want to focus on most is to link
ESG and our business and accumulate efforts at sites,
as well as the keyword “sharing.” To reduce CO,
emissions toward “decarbonization”in environment
(E), “sharing,"which can improve loading and
transportation efficiency by sharing trucks and
warehouses with the industry peers, and EC platform,
which reduces environmental load by allowing
multiple EC business operators to share facilities and
equipment, are very effective means. For example,
Mito Transport Center, opened in February 2021,
shares transportation resources including cargo and
vehicle information, offices and garages in the region
with our business partners, achieving efficient
operation of the entire transportation ecosystem.
In addition to these, our efforts to realize
decarbonization in the business processes include
establishment of “decarbonization model sites”to
measure the effects and examine assessment
methods, visualization of CO, emissions using
SCDOS, and accumulation of on-site efforts such as
“oromoting a sense of personal ownership”for
environmental activities through VC21.
As for "Promote diversity of the workplace, the core
of our initiatives for social (S) and one of the themes

of the objective of "Enhance Occupational Safety and
Productivity," we are working to achieve the FY2023
target of "Ratio of female managers of 10% (HTS)" and
there are quite a few female members in the top
management in our overseas group companies,
proving that our initiatives to encourage active
participation of women have been going well in the
Group as a whole. As for the promotion of active
participation of human resources in each region,
because logistics services vary significantly in
different countries or regions, we will continue to
promote active participation and growth of local
employees using the region-contained model and
also maintain a system whereby local employees
learn new skills in foreign countries as necessary. In
the future, around the time when overseas revenues
account for approximately 50% of the total
consolidated revenues, we plan to introduce a
system to appoint those engaged in the
management in each region as members of the
management team of the Company, regardless of
their nationality.

For initiatives for governance (G), we will continue to
enhance compliance and governance by ensuring to
bear in mind the notion of “Basics and Ethics!
Especially for the governance in overseas sites, we
will maintain the basic policy to closely monitor fund
movement to eradicate the environment and
opportunities that may lead to inadequate
transactions. As COVID-19 has made it difficult to visit
sites for internal audit, we will further enhance
governance by using external resources such as local
audit firms, renewing the core systems which is
currently underway, using process mining and
eventually creating a digital audit environment. In
addition, the Board of Directors will deepen
discussions on ESG and sustainability, treating them
as themes related to the essence of management.

Support supply chains while
securing health and safety of
employees
While COVID-19 vaccination is making progress, new
variants have been spreading and the end of the
pandemic is still nowhere in sight. So, the age of
"coexisting with COVID-19" could be more prolonged
than expected. Under such circumstances, in order to

fulfill our mission as a logistics service provider and
support supply chains in the world, the Group will
continue to focus on contactless operations and
automation while securing health and safety of our
employees, and strive to meet customer needs. In
addition, we will address the imbalance of volumes

caused by difference in levels of COVID-19 impacts g
among industries by, in principle, flexibly shifting g
e . S

human resources within the Group and intend to

continue this basic policy as it will contribute to

diversification of employees’skills and maintenance

of employment.

To Our Stakeholders o
Increase investment for further g

development of “LOGISTEED”

toward the next growth stage
As we go into the final year of the Mid-term
Management Plan (LOGISTEED 2021), | feel that
"LOGISTEED” contributed more than expected to
various initiatives we have implemented so far as the
concept that accelerates collaborative innovation
beyond the logistics domain and creates ecosystems.
In the last two years, the Group has created new
values in various domains and produced successful
results. Therefore, we will continue our efforts to
achieve medium-to-long-term growth and increase
corporate value under the concept of “LOGISTEED!
In addition, we will expand services representing
“LOGISTEED," including digitalization and SSCV, and
make larger investments in various areas such as
overseas development and ESG, with an aim to shift
to the next growth stage. Through these efforts, we
will establish and enhance a solid management base
and realize further expansion of business domain and
profit growth.
Also, there is no doubt that such increase in
investment will further expand the ecosystem that
we will create with our collaborative innovation
partners and all other stakeholders and lead to the
creation of larger social values.
We will continue to share valuable information on
"LOGISTEED” of the Group with our stakeholders, and
we look forward to your continued support and
understanding.
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Execute Financial Strategy Supporting
the Growth with Both “Offensive” and
“Defensive” Approaches

In FY2021, the final year of the Mid-term Management
Plan“LOGISTEED 2021,"I am focusing on shifting the
direction of the entire Company to the “expansion of
topline”in my role as CFO to“serve as a “bridge” between
the management and sites"that | discussed in the
Integrated Report 2020.

Thanks to our recent initiatives to improve internal
efficiency and profitability, the Group’s operating margin
has been improving steadily. Meanwhile, our current issue
is the sluggish growth of topline, and regrowth of topline
is strongly called for in order to steadily achieve operating
income target*' set in the final year of the Mid-term
Management Plan. Thus, the management members
themselves are meeting more customers'executives in
an effort to strengthen sales activities, and the “Topline
Expansion Project” comprised of officers is rebuilding
strategies to acquire new customers. In order to grow
topline, it is important to put forward "HTS's uniqueness”
in addition to meeting customers’'requirements for new
orders. Accordingly, we are focusing on appealing to
customers our unique features including DX and ESG
initiatives at logistics sites, tailoring them to fit each
customer’s needs.

In addition to such “offensive”initiatives, |, as CFO, have
taken the initiative in activities to underpin topline with

Hitachi Transport System, Ltd.  Integrated Report 2021

ill evolve domestic and
pverseas initiatives in
order to expand topline,

achieve the targets under

the Mid-term Management
Plan, and realize medium-

to-long-term growth.

——
Nobukazu Hayashi
Senior Vice President and ExecutivelOfficer
General Manager, Financial Strategy Office

"defensive”initiatives including “Project Management
(PM) Office” and "Misconduct Eradication Committee!
For example, the PM Office manages preparation

status of new projects using an eight-stage phase-

gate methodology to ensure new orders received will
produce profits. It also checks details of bid proposals for
both existing and new orders to reduce risks of failing to
receive orders. The Misconduct Eradication Committee
that | chair is responsible for centrally identifying
misconducts and troubles within the Group including
administrative errors in billing and payments, implement
the PDCA cycle in collaboration with Internal Auditing
Office and each Management Headquarters to prevent
recurrence, in order to secure sound and proper business
operation and underpin topline.

*1 The Company's recognized target (adjusted operating income of ¥38.5 billion) reflecting
the impact of adoption of IFRS 16 Leases to the target released on May 24, 2019

Accelerate DX in Execution of
“Defensive” Financial Strategy

Execution of “defensive”financial strategy involves active
promotion of DX. For example, we digitalized approval
documents, contracts, and seals and unified the data
entry methods of the core system among the entire
Group, which improved efficiency significantly. We

also introduced the finger vein authentication system
for working hours management of on-site employees
including partner companies'employees, promoting

"visualization” of attendance and leave as well as work
efficiency through digitalization.

Recently, we are working on the core system renewal to
build a structure that centrally manages domestic and
overseas data. This will accelerate DX in audit, which
will reduce time and improve efficiency/precision of
audit and also contribute to enhancing governance
effectiveness.

Focus on Strategic Investment

and Value-added Service (VAS)
Strategy toward Achievement of the
Mid-term Management Plan and
Medium-to- Long-term Growth

In terms of the “offensive”initiative to expand topline, we
will continue strategic investments aimed at emphasizing
"HTS's uniqueness” mentioned above. For example, we
plan to continue to make strategic investments of around
¥3 billion*? per annum in DX, including automation,
labor-saving, and visualization at logistics sites and
environmental investments. For “Smart Warehouse”
initiative, we will enhance development and introduction
of automated forklifts, AGV, and RPA, etc. while focusing
on building a structure to combine and comprehensively
control/manage them. In addition, we will work to
further develop our transport digital platform “SSCV”

and supply-chain optimization solution “SCDOS" with an
aim to expand topline and create/expand an ecosystem
with collaborative innovation partners. For overseas

strategic investments, we will expand sites in the US,, the
Netherlands, India, Malaysia, and Indonesia (mp P.18). In
opening and enhancing warehouses that are integral to
3PL business, we will mitigate risks by using “purchased
assets”and “rental/leased properties” differently based on
the assessment of political/economic trends in each area
and customer needs.

*2 Costs to be recorded in the consolidated statement of profit or loss

Also as a practical case of "LOGISTEED" beyond logistics
domain, we are focusing on business expansion
in“manufacturing”domain (mp P.17). In the new
procurement logistics order for a construction machinery
manufacturer, we offer new added value by undertaking
cargo assortment according to the production line,
which is contributing to the topline growth. We position
these initiatives to expand business domains as “Value
Added Service (VAS) strategy”and focus on supporting
its further expansion.

To Deepen the ROIC Management

Regarding initiatives for the ROIC management which
started in FY2018, we provide e-learning to “spread”it and
develop the ROIC tree budget reports to ‘deepen”it.

In FY2020, we prepared/distributed/explained an English
version of documents which clearly describe the ROIC
concept to accelerate the spread in overseas sites. We
also set specific action items including “Expand sales,’
“Improve efficiency,’and “Collect trade receivables early”

I Major initiatives focusing on asset efficiency and capital efficiency (recent six years)

Mid-term Management Plan/FY

Measures

M Partially changed the business assessment approach
(assess centers owned by the Group by adding market rent)

FY2016 | B issued corporate bonds of ¥30 billion
M Set ROE as an important management indicator
Previous Mid-term
Management Plan FY2017 | M Asset liquidation (e.g. sale of distribution centers with low asset efficiency, leaseback)
Value Creation 2018
M Introduced “‘comparison of ROIC and WACC” as one of the investment decision criteria
M Newly established the Financial Strategy Office
FY2018

M Created rules for strategic investments
M Issued corporate bonds of ¥30 billion

Current Mid-term

FY2019 M Reset ROIC to reflect the adoption of IFRS 16 Leases (adopted in FY2019)

Management Plan = FY2020 | M Introduced ROIC and WACC in the budget control

LOGISTEED 2021

FY2021 [ Introduced ROIC tree in the budget control

Hitachi Transport System, Ltd.  Integrated Report 2021
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in the ROIC tree budget reports which we prepared in
FY2021.

Going forward, we will strive to strengthen the concept
of "ROIC reverse tree” which originates from sites and
focuses on “what needs to be done at sites to improve
ROIC"and aim to further spread it. We will also focus on
improving ROIC through topline growth so as not to
result in contracted equilibrium.

In addition, we are currently building a structure to
centrally manage revenues and expenses by site such as
logistics center with the core system toward introducing
balance sheet management and ROIC by site for the
future "evolution” of the ROIC management. Once such
structure is completed, we will be able to automatically
generate balance sheets and profit and loss statement
by site, and our initiatives to improve ROIC by site will
progress significantly.

I Set“major action items” in the ROIC tree

Improve
adjusted

Improve operating

NOPAT income

(Net

Operating

Profit After

m Taxes) Reduce tax costs

Immerg\%‘:ie :rctl;:ii't:%r loss

Improve

. Improve
| business . X

working capital ——

asset !

: turnover ratio

efficiency

Reduce both Improve fixed

funds on hand asset turnover

and interest- ratio

bearing debt

Focus on Reducing Overseas
Financial Risks and Strengthening
Tax Governance in Anticipation of
the Acceleration of Global Growth
Strategy in the Future

As for response to financial risks, we are focusing on
overseas initiatives considering the growing geopolitical
and country risks.

For example, we are accelerating refinancing efforts to
reduce borrowings from overseas financial institutions
and replace them with intra-group financing such as
parent-subsidiary loans. Also, as an effort to reduce

the impact of exchange fluctuation arising from
exchange rate protection and negative interest rate
policies in various countries, we make full use of the
Group’s regional pooling and parent-subsidiary loans to
minimize foreign exchange loss. Through a series of these
initiatives, we ensure to link the future acceleration of the
global growth strategy to earnings generation.

In addition, we recognize tax governance, which was set

Major action items

——  Increase orders received and enhance phase-gate management
Increase high- —— Expand customer base
quality sales  —— |ncrease overseas sales

—— Increase sales of new businesses (SSCV, etc.)
—— Reduce labor costs/outsourcing costs
—— Improve production efficiency

—— Improve operational efficiency

—— Reduce costs —— Execute structural reform

—— Small corporate divisions
—— Reduce loss costs

—— Withdraw from/replace unprofitable businesses

— Implement tax strategy

—— Realize alliance synergy with collaborative innovation partners

—— Collect trade receivables early

Improve cash  — Reduce inventories
conversion )
cycle —— Trade payables: Set appropriate payment terms

—— Acquire advances received

—— Improve turnover ratio of held assets (warehouses/trucks)
—— Sellidle real estate
—— Enhance pre-investment checks and post-investment monitoring

—— Review cross-shareholdings/equity method investments

Improve cash flow forecast accuracy

Hitachi Transport System, Ltd.  Integrated Report 2021

Reduce external funding, etc. by expanding pooling

as an item of the GRI*3 standards in 2019, as one of our
critical management issues and are working to strengthen
the overseas tax governance as one of the “‘defensive”
initiatives to accelerate the global growth strategy.
Corporate Tax Department established in 2017 plays the
center role in enhancing ability to respond to tax issues
including BEPS**, and we reduce risks by checking tax
governance of local subsidiaries in collaboration with
major audit firms in the respective regions.

*3 GRI: An NGO that develops a global standard on sustainability reporting
*4 BEPS: Base Erosion and Profit Shifting

Aim for Stable Increase in Dividends
While Securing Funds for the Growth

Going forward, our basic policy of dividends is to

I Trend and plan of dividend per share

seek to maintain stable distribution linked to business
performance, while considering medium-to-long-term
business expansion and securing internal reserves to
strengthen corporate structure. Under the policy, we aim
to continue stable dividend payments (dividend increase)
while securing funds for our growth.

The Company cancelled its treasury shares in June and
September 2021 from the viewpoint of improving asset
efficiency and shareholder value and now meets one of
the continued listing criteria for the Prime Market, one

of the new market segments of TSE, “Tradable share ratio
of at least 35%."In terms of future strategic investments,
alliance, and M&As to achieve "LOGISTEED, we will mainly
consider the use of cash and borrowings from financial
institutions.

Yen/per share
60

[V] Maintain stable dividend (dividend increase)
[V Focusing on payout ratio of over 20%

%

50 [ Dividends
40 === Dividend payout ratio
30
20

. ~B=101°0"0 0 1
0

FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 (%?21

80
60
40
50
40 N 43 20
34 36 S

an)
\ J-GAAP | | IFRS \
FY 2016 2017 2018 2019 2020
TSR (Total Shareholder Return) outperformed TOPIX TSRof HTS 125 163 180 133 208 %
*Index being the stock price as of March 31, 2016 as 100 TOPIX incl.dividend | 115 133 126 14 162

* Dividend payout ratio: Dividend per share/(Net income attributable to stockholders of the parent company/Average number of shares during the term)

Accelerate the Development of
Next-generation Finance Human
Resources by Making Full Use of
Remote Education and English

Previously, our basic policy on development of next-
generation finance human resources in Japan and
overseas was to provide offline education. In FY2020,
however, we switched to remote education due to

the COVID-19 pandemic, which turned out to be more
effective than we expected. Therefore, to actively use this
as one of the measures to “coexist with COVID-19," we
will provide remote education in North America, Europe,
Asia, and China in FY2021. Recently, many employees

in charge of finance in overseas sites and group
companies are locally hired, and they are familiar with
communications in English. Accordingly, in the future,
we will accelerate the development of next-generation
finance human resources by making full use of remote
education and English.

Place Emphasis on Interactive
Dialogues with Our Shareholders
and Investors

The Group has a policy to focus on a number of strategic
investments including DX and decarbonization initiatives
and will strive to provide our shareholders and investors
with detailed explanations about ROIC, ROE, and our
dividend policy through dialogues. In FY2021, as the

use of remote communication increased, we were

able to hold dialogues with more shareholders and
investors than usual and also received lots of advice

and suggestions on information we provide from
shareholders who actually hold our shares, which helped
us make improvement. We will endeavor to achieve
sustainable increase of corporate value while placing
importance on dialogues and maintaining relationships
of trust with our shareholders and investors.
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Mid-term Management Plan —LOGISTEED 2021-

Outline of the Mid-term Management Plan Progress of the Mid-term Management Plan

With an aim to become the most preferred global supply chain solutions provider, the HTS Group promotes the Mid- . . FY2021 Plan
term Management Plan and strives to achieve sustainable growth by solving issues and creating “values”through various Mid-term Management Plan: Numerical targets

'collaborative innovation” (Source: Materials released on May 24, 2019) Revenues: ¥690 billion
o i - Adjusted operating income: ¥37.5 billion

Mid-term Management Plan - LOGISTEED 2021- rre——— Qe o Y — EBIT: ¥37.2 billion

g a. djusted
Period FY2019-FY2021 : Q30— operating ROE: 12.7%
\g . 31.5@/ 360 income
As the supply chain structure is changing significantly due to technological advancement and social changes, g m'@ ROE: over 10%
including "loT;“Al"“Robotics, “Fintech;"Sharing Economy” and digitization, we promote digitalization of the m;’;‘;’;% "°;:;:;% 7,200 5000 tounsenre Our recognition
Basic polic Group and its collaborative innovation partners, and build open platform, in order to realize supply chain based ! "Numerical targets in the Mid-term Management Plan (after
POIY " onand originating from our logistics domain. g ; the adoption)" reflecting an impact of adopting IFRS16 Leases
The Group strives to enhance our new existence value and increase corporate value by changing and evolving g ‘: Adjusted operating income: ¥38.5 billion
to a company represented by “LOGISTEED" in order to become the most preferred solutions provider. : EBIT: ¥42.5 billion
FY2018 (Result) FY2019 (Plan) FY2021 (Mid-term Management Plan)
- Implement portfolio strategy, including M&As and alliances, to build a solid core domain (Smart Logistics) .
- Implement collaborative innovation strategy aiming at enhancement of the core domain and further Catch-up in FY2022
L. expansion of domains
r:;;(;::)e,s - Design Supp|y chain based on and originating from the |ogi5t]c5 domain Toward the next Mld'term Management Plan To become a Ieadlng 3PL company in Asia
’ I(;\:iplir:tznatna dt(;fc“c?eee?irgw;Taii:antfk?;/n ds-on approach) toward the next generation [V Establish a strong position in Japan and evolve into a regional leader in Asia
9 ) P PP : 9 [V Establish and enhance a solid management base (enhance funding capability and ecosystem)
- Environment, social and governance as well as corporate ethics . L. . .
[¥ Next-generation logistics supporting Society 5.0
FY2018 Results FY2019 Results FY2020 Results FY2021 Plans
Revenues: ¥708.8 billion ¥672.3 billion ¥652.4 billion ¥690.0 billion M Top line expansion @ Expansion of business domains (Service/Region/Sales channel, ¢ic) 9> Collaborative innovation strategy
Result and Adjusted operating income: ¥31.2 billion ¥33.5 billion ¥36.7 billion ¥37.5 billion M Improve profitability @ Resource management (Assets/Human resources, efc.) - Partners (Industry peers/DX)
Plan EBIT: ¥36.2 billion ¥39.6 billion ¥44.4 billion ¥37.2 billion I Efficiency improvement (Asset/Equity) @ Cash generation (Asset secuitization, efc) . Re.al estate{DeveIoper
ROE: 10.7% 9.5% 11.8% 12.7% - Private Equity (PE) funds, etc.

Response to Changes and Future Vision

Future Vision: The Most Preferred Global Supply Chain Solutions Provider [Y—
° . Trade firm .
Integrate four flows for better supply chain m MAERSK aoanng” Al/Robotics O paiwaHouse.
_ Frameworx
Manufacturer/ I(M?E s » A © DaiwaHouse Group-
Sharing Trade firm =~ T
aconemy A MITSUBISHI HC CAPITAL gy d Lo —
L h i . . .
ease | Ima:ll:‘wr‘y fo:qrveal?‘,‘i;g VF-. ,
q q q q q plant logistics i
Material —
Commerce - . it T o & MITSUI FUDOSAN HITACHI
' '  Finance/ manufalctu%er/ LOGISTEED Fintech Inspire the Next !
Logistics V V Developer Vl Vl V. > T

Fintech

1

SSCV

St A bty e veti b

Wholesaler/
Retailer/EC

Safety Vehicle

: - Supply chain demgn by e v s
33 SCDOS promoted by HTS e T e
B e \
The HTS Group has grown to become a leading 3PL company providing services combining logistics and information, while
we expect an increase in customer needs for supply chain solutions. We view these changes as opportunities to continue The HTS Group has formed alliance with partner companies in business areas where all companies can increase corporate
sustainable growth, and strive to extend our domains to finance and commerce through digital transformation platform. value. Our aim is to achieve sustainable growth for all companies by enhancing competitiveness and profitability in
And we will create new solutions and design optimal supply chain for customers based on and originating from logistics. our core logistics domain (Smart Logistics) and also by building a larger ecosystem group to expand the collaborative

innovation domains beyond businesses and industries.

25 Hitachi Transport System, Ltd.  Integrated Report 2021 Hitachi Transport System, Ltd.  Integrated Report 2021
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Progress of the Mid-term Management Plan

Priority Measure: Implement Collaborative Innovation Strategy Aiming at Enhancement of the Core Domain and Further Expansion of Domains

Collaborative Innovation Activities with SG Holdings Group and AIT Group

FY2020 Result

In FY202Q, our collaborative innovation activities v'v|.th B Additional contributions generated by collaborative
SG Holdings Group and AIT Group generated additional innovation activities in FY2020 (100 million yen)
contributions to revenues of approximately ¥3,200 million

and operating income of approximately ¥480 million in total. Revenues Operating income
Domestic 25 33

Collaborative innovation with SG Holdings Group Global 6 13

Under the capital and business alliance with SG Holdings Group Others 1 0.2

since FY2016, we have been promoting cross-selling to take Collaborative

advantage of both companies'strengths (mutual complement innovation effects 32 48

between |Ogi5tic5 and delivery business) and Working on The table above includes collaborative innovation effects with SG Holdings Group and

o . . . AIT Group.
streamlining of business operation of both companies.

In FY2020, we started operation of logistics centers for food,
sporting goods, and industrial equipment manufacturers
and collaborated in broad areas including integration/
relocation of logistics centers.

In September 2020, we partially amended the capital and
business alliance with SG Holdings Group but maintain the
alliance relationship with an aim to produce more benefits
through collaborative innovation activities including sales
tie-up and resource sharing.

Il Major new collaborative innovation projects

Collaborative innovation with AIT Group

In FY2019, we have launched full-scale activities based on the . Y

capital and business alliance with AIT Group, which has significant o _ e
Logistics center for a sporting goods Logistics center for an industrial equipment

strengths in the freight forwarding business between Japan and manufacturer ranufacturer

China, and we are working to create new customer value through

collaboration between freight forwarding and 3PL.

In FY2020, we newly started operation of a logistics center

for an eyeglass manufacturer in China, making steady = i

- e = -
progress in bwldmg global IOgiStiCS services Capitalizing Logistics center for an eyeglass Logistics center for a material manufacturer
. manufacturer (China)
strengths of both companies.

Collaborative Innovation Activities with Maersk

In FY2020, we newly started collaborative innovation activities with A.P. Moller-Maersk (“Maersk”), a leading marine
shipping company in the world. We aim to build a service to seamlessly link customers’ global supply chains by offering a
one-stop service including global logistics services of Maersk centered on ocean transport and 3PL of the Group.

We will also collaborate in import procedures for air cargo in Japan as well as jointly work on the verification in order to
make more sophisticated analysis and optimization proposals on digital platform with the combination of “TradelLens,’
Maersk's blockchain base technology and “SCDOS," our supply chain visualization/optimization solution.

. ) . o Y//4 w2
Basic strategy of Maersk: Expansion of L&S* service i Bl L&S Service Partner

Hitachi Transport System .
port sy <Offer 3PL solutions>

Offer global, seamless Logistics through overseas

X . .
import/export and building of domestic logistics o[gt-i!;m mfolm-!a-non Sales operation together with Maersk
Technology Technology  (Send dedicated sales representatives)

*L&S: Logistics & Services

Hitachi Transport System, Ltd.  Integrated Report 2021

Opened “LOGISTEED CAFE”

In December 2020, the Company opened “LOGISTEED CAFE! our
first open innovation facility, in the head office building.

This was opened as part of the collaborative innovation strategy to
“share and explore knowledge” with partners and “accelerate projects
through collaboration”and has various spaces including “LxHUB,"a
collaborative innovation space to hold workshops and other events,
"Theatre S,"a 270-degree large screen for virtual tours of logistics
sites, and “Exhibition”introducing our history and businesses.

M Facility description

y =
Collaborative innovation space for
seminars and workshops

Project

Space for meetings and discussions
for collaborative innovation projects

A 270-degree theatre which offers Introduction of the history and
the experience of the cutting-edge businesses of the Group
logistics sites with realistic videos

[ ssan

pom Exhibition

Location:

2-9-2, Kyobashi, Chuo-ku, Tokyo, Japan
Exhibits of the latest solutions that make *Visitors are required to make advance

up LOGISTEED and development solutions reservations through the Group employees.
with collaborative innovation partners

Online special site “LOGISTEED CAFE”

We share information related to events held in the facility on the special site. Such information includes advanced
examples of our services, collaborative innovation activities with various partner companies beyond industries,
interviews focusing on “individuals”engaging in these services and announcements of workshops and seminars.

Contents (as of September 2021)

*7+9\ LOGISTEED CAFE
12/ hitps://www.hitachi-transportsystem.com/en/logisteed-cafe/

R New encounters create Facility information About“LOGISTEED CAFE" in the head office building
= __new possibilities.; . About partner companies sharing passion for collaborative
Lol innovation with us
ensions
. About advanced examples including “Smart Warehouse,SSCV,"
LOGISTEED Services nd"sCD0S” 9
Event/Seminar Information on events and seminars to be held by the Company
(Japanese version only) and the registration for events
Downloads

. Materials about our advanced services available for download
(Japanese version only)

Insight (Japanese version only) | Latest information on logistics and interview articles, etc.

Hitachi Transport System, Ltd.  Integrated Report 2021
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Progress of the Mid-term Management Plan

29

Priority Measure: Design Supply Chain Based on and Originating from the Logistics Domain

Promotion of Digital Transformation (DX)

In order to enhance our new existence value and further increase corporate value by changing and evolving into a company
represented by "LOGISTEED," the HTS Group has formulated "DX Strategy - toward the Realization of "LOGISTEED 2021

@ Basic policy of DX strategy

Value creation through collaborative innovation with
Cyber Physical System (CPS)

We will collect and accumulate various data in logistics sites
(physical space) through the sensor network and systems. We

will use Al etc. to analyze these big data and turn them into
knowledge in the cyber space. We will provide these accumulated
information and value to the logistics sites to further strengthen
our "Gemba" Power. In addition, we will use these data to vitalize
open innovation with various collaborative innovation partners
with the aim of creating new businesses and business models.

@ Priority measures

i. External DX that changes data to value through collaborative innovation
ii. - Internal DX that improves operational efficiency and collects data

iil. Development of an organization and human resources to realize DX

iv. Enhancement of [T governance

v. Continuation of DX investments

i. Establishment of a PDCA cycle for DX by setting and managing KPIs

=

@ External DX cases

We commercialized three solutions.

In 2021, we added “function to visualize CO, emissions”in SCDOS and
promoted decarbonization at both customers and the Company.

%1 E Centrally manage and visualize supply chain
Aelpeh #asco: | INfOrmation supporting processes to solve issues

Combine the automation/labor-saving expertise and

SWH*? :':;Te digital technology and standardize them for each
industry
%3 Help transporters improve operational efficiency and
SEey sscv. achieve zero-accidents by making full use of loT technology

*1 Supply Chain Design & Optimization Services
*2 Smart Warehouse
*3 Smart & Safety Connected Vehicle

@ Internal DX cases

We have promoted the standardization of WMS** and the core system renewal to

aggregate data in a digital business platform.

We have also been promoting RPA as part of VC21 activities aimed at operational
improvement through company-wide bottom-up initiatives and working on

initiatives to spread DX at sites.

Cyber Physical System (CPS)

Virtual space (Cyber)
B @es

Big data/Al analysis

Visualization through DX

ﬁ [~ = =
el Wholesaler Eac)
Manufacturer Retailer

Digital answers
alone are

not enough
for physical space

Physical space (Physical)

g!m Supplier Consumer @. m
Optimization B
with analog insights

Experience/
expertise as a market leader
in the BtoB logistics
(domestic 3PL) market

Sites that think by themselves

o
o =] -
s \ Producton / =5 Difficult to centrally
@ Raw materals \ sde  Manage necessary
[ Supply chain Tracking data Inventory data information
g data (inventory/productivi-

Production planning data
Transport data Sales planning data

ty/quality, etc.) as each
division and region has
different partners

HTS’s information
technologies
HTS’s unique

expertise

logistics
Oolall * operators data

(%n BtoB
QI[y transaction data

Build a digital logistics platform
aggregating HTS's expertise
d ]

‘2:m SCDOS

qury/azienusd

Data-driven Itis necessary to

improvement . understand the

activities Monitoring Anal_y5|s/ Stratggy real-time situation
Action planning accurately and make

the right decision to
take prompt actions.

Number of RPA robots developed (accumulated)

536
/
17

Through RPA, we have developed 536 types of robots in the entire Group until March FY2018 FY2019 FY2020

31,2021, which enabled us to save approximately 6,600 hours of work per month.

*4 Warehouse Management System

Hitachi Transport System, Ltd.  Integrated Report 2021

Number of working hours saved
(March 2021, hours/month)  approx. 6 ,600

@ Responded to the Digital Governance Code
“Digital Governance Code"is a document prepared and
released by the Ministry of Economy, Trade and Industry
(METI) of Japan, which summarizes responses required of
managements to encourage companies'voluntary efforts
for DX.

In response to the Digital Governance Code, the Company
is implementing measures such as development and
execution of DX strategy, establishment of a governance
system including the involvement of the Board of Directors,
and information disclosure to stakeholders.

The Company was recognized for these efforts and
selected as a "DX Certified Operator”in May 2021.

@ Enhancement of IT governance

We established the IT Governance Code under the Digital
Governance Code to define principles and general rules
for introduction/operation of IT.

In addition, we established the management rules
according to the IT Governance Code and monitor/
evaluate the entire Group's IT activities to build an IT
platform that contributes to DX promotion.

@ Development of DX human resources

We have established a system to develop DX human resources
and promoted development of highly skilled personnel as
well as providing basic education to all employees including
executives in order to raise the level of digital literacy.

We also focus on fostering data analysts capable of practical
data analysis at logistics sites and are working on operation
analysis/improvement using actual data. In order to secure
human resources, we promote long-term, stable retention
of human resources from partner companies in addition to
hiring experienced personnel.

*Z1"\ For details about DX strategy, please visit our website.

Certification

} v‘ Digital Transformation
A

"

Hitachi Transport System, Ltd. was selected as a “DX Certified Operator’
in the DX Certification Program established by METI of Japan.

Establishment and operation of the IT Governance Code

Digital Governance Code

[T strateqy development
| IT Governance Code | Budgetng
| Management rule on introduction of T solutions | : msg;‘tﬂgem oroposl
Policies/quidelines \/ m a;Jdn
Information security basic policy Control
Personal information protection policy, etc. - Execution (Monitoring/
Assessment)

Standards
- Management/operating rules on information system

(Build infrastructure)
(Build up/introduce services)

(SIIAID. || IR BY} [03UOD)

- Standards on information security measures, etc. (Develop systems)
Procedures (Operate/Maintain/Improve)
) } ; (R&D)
- Standards on information system management/maintenance
- Procedures for information security implementation "
- Standards on system development, etc. ITactivities

DX human resources development system

All employees || Education of IT basics + DX mindset
Improve digital literacy For all employees from FY2021
Business divisions || Training for data scientists (Tech Boot-camp)
Develop on-site data analysts Number of attendees: 72 (cumulative)
FW Project management/business analysis training
. oo 1 data architect/data analyst training
Enhance DX implementaton diviion Number of attendees: 214 (cumulative)

(As of July 2021)

G https://www.hitachi-transportsystem.com/en/ir/corporate/vision/dx/

Message from the officer in charge

We will promote DX by making full use of three core functions i.e. SCDOS, Smart
Warehouse, and SSCV to contribute to the resolution of social issues in the logistics
domain and promote LOGISTEED. Capitalizing on a wide range of data at sites
(physical space) and the cutting-edge digital technologies, we will invigorate open Headquarters
innovation with various collaborative innovation partners and use it to create new
businesses and models with the view to further increasing corporate value.

Kiyoshi Nagao

Vice President and Executive Officer
General Manager, Business Management

General Manager, Logistics Solution
Business Development Headquarters
General Manager, Transport Business

Enhancement Project Team

Message from the officer in charge

Under the IT Governance Code, we monitor and evaluate IT activities of the entire
Group to build an IT platform for DX. We are also enhancing our risk response Brecutive Officer
by raising the cybersecurity level to fulfill our role as social infrastructure that

supports supply chains. In terms of development of DX human resources, we
will improve digital literacy of all employees and foster on-site data analysts in

business divisions through various trainings.

Shunsuke Yonekura

(General Manager, Information and Communication
Technology Strateqy Headquarters, Business
Management Headquarters

General Manager, Information Security Office
Deputy General Manager, Transport Business
Enhancement Project Team

(President, Hitachi Distribution Software (o, Ltd.)

Hitachi Transport System, Ltd.  Integrated Report 2021
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Progress of the Mid-term Management Plan

Priority Measure: Design Supply Chain Based on and Originating from the Logistics Domain

We are working to build a transport digital platform and enhance the transport business in order to solve transport issues
faced by the Group and other transporters and to realize “sustainable transportation services”and “zero-accident society!”

Building a Transport Digital Platform

We are building a transport digital platform designed to solve transport issues using “viewpoints of a logistics company + power
of technology”the Company provide. SSCV is a platform consisting of three solutions of SSCV-Smart, SSCV-Safety, and SSCV-
Vehicle, through which we will share data with our collaborative innovation partners to create new services and businesses.

Share and solve issues for business continuity

Pursue CSV* through collaboration with different industries

Smart city/Urban
development business

Fleet service
business

Data driven business | New compensation plan for non-
for workers health ffeflife insurance companies
o

DY | =EnTe

(Cargo transport business [§ For commercial use/sales Jf Passenger transport business

i _"9%4

Provide open SSCV service

Vehicle area

Collaborative
innovation
Failure
prediction

Maintenance ,

Tax
payment |
i Insurance ’ ET
‘ 2TT

\ For details of SSCV, please visit our website (Japanese version only).

Smart area

Collaborative Procurement
Collaborative 1 Drivers’ physical (:I::f;;:'fE innovation
innovation L condition
N,

Driving
instruction

Vehide/
cargo seeking

Collaborative Inspection /\’ Thorough labor
innovation management i Safety education management
to“individuals”

Vehicle T .

A Visualization of driving
assignment Collaboraive characteristics ]‘ Vehicle

innovation i
Enhancement of o
o Estimate/order communication o
management of
safety education
Safety area

* Creating Shared Value (CSV): Refers to practices that balance activities to create oZ1%

economic benefits with solutions to social issues,
or management strategies to achieve them.

SSCV-Safety has already been installed to all vehicles of the Group. Going forward, we will introduce the service to our
partner transport companies and transportation operations in a wide range of industries such as retail, bus, and taxi. Also,
we will use big data obtained through SSCV to create new services and businesses including smart city/urban development
business, data driven business for health, and a new compensation plan for non-life/life insurance companies.

Promote expansion into the entire transport business (land, passenger, etc.)

Use big data obtained to create new services/businesses
[ Phase 1 QU Phase 2\ [ Phase3

12/ hitps://www.hitachi-transportsystem.com/jp/sscv/

@ Start of external sales of SSCV-Safety

After the use within the Group, we started selling SSCV-Safety to external customers through collaboration with Hitachi,
Ltd. and Mitsubishi HC Capital Inc.in July 2021 as a SaaS-type* new service “SSCV-Safety on Hitachi Digital Solution for
Logistics”"targeting transportation operations in a wide range of industries including logistics, manufacturing, wholesale,
retail, bus, and taxi. Amid growing demand for transportation operations in the New Normal era, we hope to contribute to
driving management and improvement of drivers’safety through the introduction and spread of this service.

*SaaS: Software as a Service

@ Start of Providing SSCV-Smart

In October 2020, we started to provide SSCV-Smart, a SaaS-type service designed to solve issues faced by transporters including “driver
shortage and improvement of working conditions”and ‘complicated slip management” by offering, as basic functions, estimate/order
management, vehicle assignment/driving management, and billing management, which have traditionally been handled manually,
in digital formats. We will support sustainable management of transporters with SSCV-Smart by assisting improvement of operational
efficiency, enhancement of compliance, promotion of paperless operation, and strengthening of financial and administrative base.

— ——
Cargo owners/Orderers Transporters

T - m .
-h Inspection at each driving
m Issue driving instructions

List of functions

Estimate/order management Vehicle/cargo seeking Issue of driving instructions Inspection management

Give estimate and receive orders on Driving plansare generated automatically according to the Biling and payment amounts of each driving are
the system and estimate information is MHLW Notification on improvement riteriafor drivers working reconciled on a daily basis and application for/
stored in the cloud conditions and isuance ofdrving instructions are supported approval of additional charges may also be processed

Order management Vehicle assignment Issue of management forms Billing management

Send estimate requests and make Order information for each vehicle is shown Avroll-call book, vehicle assignment ledger, Billing is processed on the system
orders on the system and order on the calendar. Vehicle information is and vehicle assignment instructions that are and billing information is stored
information is stored in the cloud automatically sent to cargo owners

Information on cargoes/empty vehicles
is shared to support matching requests

Enhancement of Transport Business

@ Launch of the Transport Business Enhancement Project
In October 2020, we launched “Transport Business Enhancement Project” with an aim to provide high-quality, sustainable
transportation services, and we are working on the following initiatives:

M0ISIH InQ
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Expand into group and Expand into other transporters
partner companies and commercial vehicles

HTS Group

Use SSCV data to create new services/businesses

Fleet service
business

Smart city/Urban
development business

Data driven business | New compensation plan for non-
for workers health ffeflife insurance companies
3

DY | e

L Y2

Installed to all Food delivery
vehicles of the Group | | Quantitative assessment

of drivers'safe driving

Approx. 1,300 cars

Future development
Partner transport

companies Enhancement of safe driving,

Garbage collection

citizens' complaint handling, efficiency
improvement of collection service

Approx. 3,600 cars

“=1 1 Contribution to enhanced safe
O driving and urban development

Use SSCV vital data for the objective and medical survey of

drivers'actual fatigue levels for the review of MHLW Notification @ F@l
onimprovement criteria for drivers' working conditions "‘a eTen e

Use SSCV to measure data used as a reference for full discussion on the review of MHLW
Notification on improvement criteria to be conducted by medically comparing
drivers'working hours and the level of fatique accumulation due to continuous driving

Before driving While driving After driving While sleeping

tn W ©Bo [

Autonomic nerve monitor  Shirt-type electrocardiograph Autonomic nerve monitor Watch-type activity monitor

Contribute to solving social issues such as drivers” health/labor management and reduction of C0, emissions through efficient transportation

3 ] Hitachi Transport System, Ltd.  Integrated Report 2021

*For SSCV initiatives, please refer to “Special Feature ~Employee Roundtable Discussion” on pages 39 to 44.

- Accelerate the building of a transport digital platform

- Create a transport ecosystem by offering SSCV services to partner
transport companies and other transporters

- Establish “centralized vehicle assignment centers”to establish a group-
wide vehicle assignment and transport/delivery network

- Develop engineer drivers who can provide added values of
“transportation plus something extra”

required for driving management are issued in the cloud
J
5
<
o 2
==
@S
So
<D
25
S5
=
«
Centralized vehicle assignment center plan
« Establish centralized vehicle assignment centers
and satellite offices in various locations o
« Share transport resources between the Group’s transport 2
divisions and collaborative innovation partners sg
« Centralize operation and management of medium- e >
to-long-distance transportation through system EE
linkage such as SSCV-Smart and mobile TMS 5 %-.
[<%}
@ (entralized vehicle assignment a
centers/satellite offices ° =)

@ Opened a joint terminal (Mito Transport Center)

In February 2021, we opened Mito Transport Center in Tokai Village,
Naka-gun, Ibaraki Prefecture, as part of the ‘centralized vehicle
assignment center plan."The center was opened as a joint terminal
with Nichiun Ibaraki Business Cooperative*, a regional business partner,
with the aim of achieving efficient business operations in the entire
transport ecosystem including partners by sharing transport resources

in the region (cargoes/vehicle information, offices, and garages, etc.).

* Nichiun Ibaraki Business Cooperative: A cooperative located in Tokai Village, Naka-gun, Ibaraki
Prefecture and engaged in cargo transportation with 21 member companies

oint terminal (Mito
ransport Center)

Kanto Centralized Vehicle
Assignment Center

4

Kyushu Centralized Vehicle
Assignment Center to be H
opened in FY2021 ¥

Kansai Centralized Vehicle Assignment Center

Mito Transport Center §
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Progress of the Mid-term Management Plan
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Priority Measure: Originate and Succeed Operation (Hands-on Approach) toward the Next-generation

Promotion of VC21 Activities

@ Outline of activities

The HTS Group has been working on“VC 21 Activities” as daily
improvement activities to implement the HB WAY.

The aim of these activities is that “the Company continues to grow and
employees find their work rewarding”

We have been repeating a cycle where employees in each site and
department exchange ideas under different themes, register initiatives
in a dedicated system and carry out and follow up the improvement
activities systematically.

We share initiatives of all sites among the entire Group via the dedicated
system and give an award to excellent cases at the presentation
meetings held on a regular basis as an effort to establish an
improvement culture through "visualization of improvement activities"
and ‘cultivation of the culture of praise”

We have enhanced our organization and ability to accomplish
operations through a cycle where we have human-centered deep

dialogue, enjoy learning, generate ideas, and implement improvements.

Each employee has been working on"VC 21 Activities" with a sense of
"personal ownership,"and the accumulation of such efforts has taken
root as the improvement culture and has become the foundation to
support our business model and the source of value creation.

Logistics OPEX
Build a community where employees can

repeat learning and improving through deep
W m dialogue while enjoying them

Dialogue café

Have deep dialogue in interview-style
workshops

<~ Workshop for generating ideas

Generate improvement ideas by directly hearing
| . | the voices of employees working on-site

@ Activities in FY2020
The number of improvement initiatives of the entire HTS

Group proposed in FY2020 reached approximately 13,000.

No. of new improvement initiatives

(Cases)

15,000 - 12,663

10,156

10,000 -

5,000 -

FY2019 FY2020

Hitachi Transport System, Ltd.  Integrated Report 2021
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A
5b
v Let’s enjoy repeating VC21 Activity cycle!
There are many things
we can use to learn
Improvement fargets are « Excellent cases within and

not only things, but also
« Human capabilities,

« Communication, and

« Human relations

= All of above are subject
to improvement

Human-centered
Deep Dialogue

Implement
improvement

How to implement

« Implement improvement voluntarily
= Start from what you can do

= With the help of others

outside the Company
« Vlideos to learn how to
improve, etc.

Generate
ideas

L

Ideas come from

« Hazy feeling
« Suggestion box (comment box)

OPEX
\—/

Provide unigue improvement education
adopting Industrial Engineering (IE), etc.

= Use of digital tools such as RPA
Implement cross-departmental productivity

improvement by making full use of digital

tools
~ Sharing of excellent improvement cases
®. _ _®  Share excellent improvement cases within the
‘-\. Group and manage the progress of improvement

initiatives using the dedicated system

In FY2020, most of our activities were held online due
to COVID-19. Group companies have conducted various
activities in addition to those listed below.

Name of activity Number of times

V(21 Award 1
Workshop for generating ideas 17
Digital dialogue events 13
Improvement education/assistance 62
Logistics OPEX-related activities 27
V(21 activities steering committee meetings 13
Total 133

@®VvC21 Award 2020

In November 2020, we held "VC21 Award 2020" online. As we had
to refrain from holding meetings in a large group as a preventive
measure against the spread of COVID-19, we connected
LOGISTEED CAFE in the head office building and offices in each
region online, allowing more than 1,000 including the Company’s
officers and the employees of group companies to participate
the event. Among 19 improvement/excellent cases selected by
group companies and departments, six cases selected by vote of
4,396 employees were elaborately presented.

Applications

Number of applications: 164 :

J
a

Themes (excerpt)

Improvement at sites

« Introduction of “Pictograms (notices)"” at sites
« Enjoy and challenge! Can we move a 300kg super heavy wagon easily!?
+ Development of one-way stacking jig

Improvement by digitalization

« Efforts to promote RPA

« Promotion of paperless operation using digitalization tools and DX
through introduction of AI-OCR

« DX efforts using SCDOS

@ Digital dialogue session

We held online “digital dialogue session”twice in a bid to promote communication
beyond job positions with approximate 200 attendees from around the nation. We
exchanged ideas under the theme of “let’s envision a digitalized future office”and
actively discussed how to promote DX at workplace. We used to hold face-to-face
dialogue session in the past, but the online session enabled employees around the

VC21 Award Grand Prize: 19 cases

Report of orders received

« Production logistics projects

« Report on a project to transport manufacturing equipment to new
Tainan factory

« Urgent delivery of automobile parts after heavy rains in Kyushu region

« Sales expansion due to orders received for enclosing, sorting, and
delivery services

« Completion of PC replacement

+ Orders received for trailer maintenance

+ New core system integration project

Business renovation

« Activities of the group procurement “improvement” department
« Enhancement of awareness of transport reform
« Efforts to improve quality

nation to join at the same time over geographical distances. Participants learned
how to come up with and sophisticate ideas through “deep dialogue”in this event
and are using it in their daily improvement activities at their workplaces.

v = B

Workshop for generatihg ideas

they thinkis unnecessary or inefficient and exchanging ideas about how to improve them.

@ Efforts to improve work environment and vitalize workplaces
. . S

Good Job cards
Employees are striving to improve work environment and operating process by sharing what ~ Employees exchange words of appreciation

and cultivate “the culture of praise!

Hitachi Transport System, Ltd.  Integrated Report 2021
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Progress of the Mid-term Management Plan

Priority Measure: Environment, Social, Governance and Corporate Ethics

Initiatives for SDGs —Four Objectives—

In order to promote actions in consideration of environment, social, and governance as well as corporate ethics (ESG management)
with an aim to realize sustainable society and increase corporate value, we developed “HTS Group's Objectives”and are
implementing activities to enhance our initiatives for four objectives that contribute to the achievement of SDGs.

@ Contribution to SDGs @ Four objectives

We will focus on four objectives to drive innovation forward
in supply chains with an eye to creating a sustainable society.

n Pursue Next-generation Industries and Lifestyles

With the power of logistics, we will develop businesses to support the realization of the next-generation
sustainable industries and social infrastructure in various areas across the globe.

[ Promote total optimization of supply chain by making full use of advanced technologies
[ Respond to local logistics needs and issues while further boosting response capability

Objective-1
Pursue Next-generation
Industries and Lifestyles

Enhance Occupational Safety and Productivity

We will work on realizing further occupational safety and enhancing productivity in logistics sites across the globe.
I Secure safety in operation and transportation

g o M Minimize workload at logistics sites
pen M Promote diversity of the workpla
N innovation P € diversity (HLERS
Objective-2 Core ( Objective 4 . e e
Enhance ! Realize Ensure Excellent Quality and Resilience
o Occupational Competencies Decarbonized
Safety and Business Processes

We will pursue quality of the next-generation logistics that meets the social expectation and resilience

Productivit WD '
roductivity ~ Personnel/ against disaster and limate change.

i Advanced
organization/

technologies

global net M Pursue high quality logistics services
M Consideration for disposal and emission
I Contribution to disaster recovery assistance
Objective-3

Ensure Excellent . . .
Quality and Resilience ﬂ Realize Decarbonized Business Processes
While we steadily proceed with initiatives to enhance efficiency of energy and resources, we will also work
on decarbonizing from the long-term perspective.
M Increase energy efficiency

M Introduce renewable energy
[ Strengthen environmental management

sig | i
&

*Defined as"the capability of a people or things to recover quickly from difficult conditions such as shock and injury”or
“the ability to return to its original form after being bent, stretched or compressed.”
= P.75-88

Toward the Realization of Sustainable Society

F N
L ) “A

revious Mid-term Management Plan [Priority Measures]
mphasis on (SR

@ Identified material issues

@ Developed objectives
(Recognized contributions to SDGs)

@ Examined KPIs of objectives

@ Checked the progress of KPls of
objectives

@ Disclosed and reported activities

@ Started introduction of KPIs of objectives

@ Stakeholder dialogue
(Checked adequacy of objectives)

Basic CSR Policy
= P.75

Recognition of
social responsibility

Review and
improvement

Corporate
activities

@ Checked feedback from stakeholders

(Identified items that need to be improved)

v

\ 4 Accelerate contribution to SDGs

@ ESG Initiatives

It is important for companies’management and growth to have consideration from the Environment, Social, and
Governance perspectives and contribute to the achievement of SDGs by enhancing each initiative for “E,"’S,"and "G

Initiatives from FY2021

I Realize decarbonized business processes

- Establish a model site to measure the effects and examine how to assess (accumulating expertise)

-Visualize CO2 emissions using SCDOS and promote a sense of personal ownership for environmental activities through VC21 Activities
- Adequate disclosure of the Company’s initiatives (endorsement of TCFD*! recommendations, Integrated Report)

E: Environment

M Accelerate diversity & inclusion and working-style reform

-Increase the ratio of female managers in the entire Group (FY2023 target: 10%*2)

I Promote investment in human capital

- Observe and visualize employee engagement, and develop and secure DX human resources

S: Social

M Ensure to keep in mind “Basics and Ethics”

- Improve operational efficiency and enhance governance through core system renewal (Develop digital audit environment, etc.)
- Appoint risk owners and risk response managers

- Conduct in-depth discussion on the essence of management at the Board of Directors (sustainability, DX, etc.)

G: Governance

*1: Task Force on Climate-related Financial Disclosures *2: Scope: HTS

Objectives from ESG perspectives

Relevant objectives Pages for related information

Environmental policy and its management structure, etc. /Medium-to-long-term environmental
targets/Climate change initiatives/Consideration for disposal and emission/
Increase of energy efficiency

E: Environment Objective3 | Objective 4

=) P.79-84

Secure safety in operation and transportation/Pursue next-generation industries and lifestyles/

S: Social D - Promote diversity of the workplace/Social contribution/Strengthening of BCP = P.85-88
G: Governance Objective 3 Enhance compliance/governance = P.63-74

2 2 »

Environment, social, governance and corporate ethics

Reflectin

Reaffirm material i
@ Reafitm materialissues the next Mid-term Management Plan

@ Improve objectives
(Revise items that need to be improved)

Corporate

activities

—

Recognition of

social responsibility ‘

— Participated in the United Nations Global Compact Response to CDP*3 (climate change rating: A-) Signed to endorse TCFD recommendations
-Reference- Changes in ESG evaluation
I:rlc;;céed in ESG index 0 (FY2018) 3 3 3
o e anking™ 232nd 210th 184th 172nd

*3 A non-profit organization in the UK, which investigates, evaluates, and discloses information on “climate change” and other environmental matters of corporations upon request of investors in the world.

*4 A company ranking independently assessed and published by TOYO KEIZAI INC. annually to identify reliable companies in Japan from CSR and financial perspectives.

Hitachi Transport System, Ltd.  Integrated Report 2021

Hitachi Transport System, Ltd.  Integrated Report 2021

M0ISIH InQ

uoNeaIY anfep SJUBWBAAILDY
uoIealn) anep ainn4 Ing

Bunoddng uonepuno4

UOBULIOJU|
[eIOUBUI--UON/[BIOUBUI

36

A



Investment Plan

Investment Strategy for Change and Evolution into “LOGISTEED”

The HTS Groups aims to expand
collaborative innovation domains beyond
businesses and industries and create new 1,530 Strategic Cumulative investment
innovation beyond the conventional investments 860 during the current

L . . . Promotion of DX, establishment of IT platform Mid-term Management Plan
logistics domain while focusing on the B ateo b ((:stlf basias)age entPla
enhancement of logistics as a function (Roprox 860 Transport digitalization, etc.)

(Smart Logistics) as our core target. In order Investments Developmept of riew technology

(Cash basis) (R&D, verification of commercialization, etc.)
to achieve them, the Group has made DeyeloffGeRTalew busipess

Mid-term Management Plan (100 million yen)
(accumulated)

- Business investments: 345
- Strategic investments: 284

. . . (Including M&As,
business investments mainly to expand Busney (Smart warehouse, SSCV, etc) capital policy, etc.: 220)
logistic sites and strategic investments (1380 ] (RpproRsd) Hulg resoutces, safety, etc. - Remaining funds: Over 700
to evolve into a company envisioned by USRI et

Dividends (Over 150)

LOGISTEED using mainly operating cash
flows and cash and cash equivalents.

Business Investments

The HTS Group carefully selects business investments to build robust core domain (Smart Logistics). In specific, we have
expanded logistics sites and renewed vehicles, etc.

Major Investments in FY2020

Operations started June 2020: Operations started February 2021: Operations started March 2021: Renewal of vehicles, etc.
Oragadam Logistics Center East Japan Il Medical DC Mito Transport Center (North America/Turkey and
(India) = P.47 (Saitama Prefecture) =) P.46 (Ibaraki Prefecture) mp P.32 other areas)

Strategic Investments

Under the basic policy to make “investment to establish sustainable competitive advantage by building a structure no one
can imitate,"we focus on investments in the cores of digital platform including supply chain solutions, Smart Warehouse,
and transport digitalization, to strengthen core functions and expand customer services.

( “Link warehouse and transport operations,” “Standardize and classify work/operating process” and “Bring together wisdom” through digitalization
= - [ F]
e e /A Y = B © b
m ";ﬁ m “g G -commerce sales
Improve efficiency of colaboration ‘ ‘ P I ‘ Sophisticate logistics Sophisticate demand forecast
__ — )
Sharing/Pay-per-use e 8 S Safe and secure work environment
= (ustomers pay for only what they use Shong 5 G De wmeh = Environment that watches over workers

|_/~l & Contactless operational management

u Stress-free temperature check

Visualization of customers’ SC ig

= Optimal inventory arrangement in each region - DX 3 sefeyfQulity
2 5 A . B BIG
Protect drivers/transportation companies g‘” b .

= Prevent accidents o\
Ssev

=
Robotics/Group Control =

® Backcasting operation to eliminate waiting
time in post-process

Thermal Face
camera  recognition

X
Al
VDDi L &

® Education through realistic experience
of hazards

VR Hologram

Robotics

o 4 ! I Ny 6]
SSQV gm <0t f W Yo 3T & gl Wl SSQV ettt

Loading dock
manager
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Future Plans to Expand Logistics Sites and Equipment

We plan to expand domestic and overseas logistics sites and equipment to further enhance our mainstay 3PL business. In the domestic
business, we will invest in logistics centers that serve as foundations to provide higher value-added services, such as coordination with
customers'production process and enhancement of handling of hazardous goods, and in automated/labor-saving equipment. In the
overseas business, we will accelerate the global growth strategy mainly in Asia toward the next Mid-term Management Plan.

Domestic Business

Yamaguchi Prefecture Nationwide Shiga Prefecture

Introduction of automated/ Hazardous goods logistics center (Automated warehouse)
ipment (Start of operation: FY2021)

N - -

Manufacturing parts logistics center

(Start of operation: FY2022) labor-saving equ

— i, T T

Total investments: Over ¥53 billion (Cumulative total of key plans*)
Further enhancement/higher added value of 3PL

Fukuoka Prefecture Hyogo Prefecture Shizuoka Prefecture

Multipurpose logistics center Materials logistics center
(Start of operation: FY2022) (Start of operation: FY2021)

™ i

Materials logistics center
(Start of operation: FY2021)

Overseas Business

The Netherlands Malaysia

Chilled warehouse (Cold chain)
(Start of operation: FY2023)

Automobile related XD Center (Order expansion)
(Start of operation: FY2021)

Enhancement of center (Order expansion)
(Start of operation: FY2021)
YV

10r1)|
ot Y
T e L ]

_g7?

1

R
SR |

Total investments: Over ¥12 billion (Cumulative total of key plans*)

Acceleration of global growth strategy
(Including joint investment with collaborative innovation partners)

China, etc. Indonesia

Introduction of automated/
labor-saving equipment

Multipurpose logistics center
(Start of operation: FY2022)

Enhancement of center (Bonded + freight forwarding)
(Start of operation: FY2023)

Chennai/Mumbai
(Scheduled to be launched in Delhi and Bangalore)
*Major investment plans for FY2021-2023

Hitachi Transport System, Ltd.  Integrated Report 2021
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Hitachi Transport System East Japan
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Our Future

[—

[, 5 v
.
Transport Business
Enhancement Project Team

Hideaki Nagumo

Transport Department, Transport Business

Legal Department Enhancement Project Team
Tomoko Suzuki Hiroshi Obinata

Transport Business
Enhancement Project Team

Kiminori Satoh

(orporate Strategy Office
Naoko Goto

Yoichi Maeda

Contribute to the Solution of Social Issues through SSCV

Smart & Safety Connected Vehicle (SSCV) is a transport digital platform that the HTS Group develops and
provides to realize “sustainable transportation services” and “zero-accident society.”

With on-site data collection and industry-government-academia collaboration as the starting point, we
have rolled out the following three services with an aim to solve social issues and create economic value.
SSCV-Smart = Order management, vehicle assignment management, and driving management
SSCV-Safety = Safe driving management

SSCV-Vehicle = Optimization of vehicle management, failure prediction and preventive maintenance
For this report, we held a roundtable discussion mainly with members who participated in development
and installation of SSCV.

Attendees in the discussion

General Manager, Smart & Safety H : Department Manager, Smart & Safety mi H
Connected Vehicle Enhancement I Hideaki Nagumo Connected Vehicle Enhancement I Kiminori Satoh
Department, Transport Business Department, Transport Business

Enhancement Project Team, Business Enhancement Project Team, Business

Management Headquarters Management Headquarters

Assistant Manager, Smart & Safety I Hiroshi Obinata Manager, Intellectual Property Group, T0m0k0 Suzuki
Connected Vehicle Enhancement Legal Department, Human Resources &

Department, Transport Business Business Support Office

Enhancement Project Team, Business

Management Headquarters

Manager, Corporate Strategy Deputy General Manager, Transport ichi
Department, Corporate Strategy I Naoko Goto Department, Ibaraki Division, Hitachi I YOKhI Maeda
Office Transport System East Japan

*Names of organizations and positions are as of the date of the discussion.

Hitachi Transport System, Ltd.  Integrated Report 2021

First, please tell us about your career and what you
do in this team.
I Nagumo: For the first around 10 years after | joined the
Company, | was engaged in the shipment and transport of ICT
equipment of Hitachi, Ltd. For the next 10 years, | was in charge of
launching a new business in the ICT solution business. It was a new
business covering delivery/storage of ICT equipment, kitting, and
installation and operation check at delivery destinations, which was
great experience for me. After that, | oversaw the management of
3PL, solution business, and transport business as a General Manager
of Keihin Sales Office and then worked at the Digital Business
Development Department, etc. before joining the Smart & Safety
Connected Vehicle Enhancement Department. And now, | am
overseeing this project as a General Manager.
Il Satoh: After | joined Hitachi Distribution Software, | was
seconded to HTS's subsidiary in Singapore for around eight years,
where | was engaged in the development and maintenance of
warehouse management system of subsidiaries in Southeast Asia.
Since the end of 2016, I was seconded to HTS, and in the SSCV
project, | am in charge of the system development and system
linkage by cooperating with academics and vendors.
I Maeda: | joined HitachiTransport System East Japan as a
driver and was engaged in transportation of home appliances and
hazardous products for the first two years and in the transportation
planning for the next seven years. Since FY2011, | worked as a
manager in transport sales offices in Mito and Hitachi, Ibaraki
Prefecture. After transferred to the Planning Section of Transport
Department, as it coincided with the renewal of existing systems in
Hitachi Transport System East Japan, | worked with the SSCV Team
in the development of SSCV-Smart. Now, | am promoting sales
expansion of it to partner companies.
I Goto: After working as an asset manager in a real estate fund
management company handling REIT, etc. [joined HTS in 2018. I was
engaged in developing an overall real estate strategy and launching
"LOGISTEED CAFE*"" at Kyobashi Head Office. In SSCV, my mission is
to expand and deepen CSR domains to be created by this business,
in other words, Creating Shared Value (CSV).
I Obinata: After working as a driver and a driving manager
and engaging in the warehouse management, etc. in two logistics
companies, | joined HTS in 2020. In the SSCV Team, | am in charge of sales
and proposing installation of SSCV to customers and sale on approval.
Suzuki: Before | joined HTS in 2017, 1 was in charge of patent
applications and infringement lawsuits in the intellectual property
division of an electric and precision instruments manufacturer. In
SSCV, Iam responsible for protecting services that our team has
devoted so much effort to through various applications, intellectual
property right protection, and risk control, etc.

*1: Open innovation facility established in the head office building in December 2020 as
part of the collaborative innovation strategy ) P.28

I see the team is made up of experts in various fields.
What made you think of developing SSCV in the first place?
I Nagumo: The origin of SSCV was three rear-end collisions that
happened in a row within just five months in 2015 when | was a site
manager. Trucks crashed into the rear of the cars in front without
applying the brakes in all three cases. When we checked their
dashboard camera footages, none of the drivers were dozing off,
distracted or using a mobile phone while driving, but they crashed
even though they were looking ahead. When the drivers were
interviewed, it was found that they suffered from chronic mental
exhaustion due to sickness of family members or caring of their
parents. Based on these, it was suspected that mentally unstable
drivers “are not seeing anything although their eyes are open;
causing an "absent-minded driving. These factors were not identified
in face-to-face roll-call before driving, and drivers themselves were
not aware of it.

What do you think of it as a driver?

Il Maeda: We, drivers, have a sense of responsibility or mission
that we will deliver cargoes we load. Therefore, we feel that we are
responsible for delivering cargoes even if we are not feeling well

or have some family problems. From the standpoint of a driving
manager, because of the driver shortage at sites, we were not able
to provide the environment where drivers could say at roll-call, ‘I
can't drive today!"

I Obinata: Me neither. When I was working as a driver, | could
never say, "l don't want to drive because I am tired'If | couldn't
deliver, | had to ask someone to cover for me. And | also didn't want
others to step in my delivery area.

I Nagumo: Statistics of the Ministry of Land, Infrastructure,
Transport and Tourism of Japan also showed a rapid increase in

the number of transport accidents attributable to drivers' health
problem since around 2015, which made us think that social
environment may be the cause of these accidents. However, we had
to do something because driver shortage and aging drivers were
becoming serious issues. Those three successive accidents were just
rear-end collisions as there happened to be cars in front of them,
but they could have hit someone or the drivers could have lost their
lives. If the cargoes are not delivered safely to their destination, the
original mission of logistics service provider is not fulfilled.

So, safety management is not an easy job if you
consider drivers’ feelings and on-site culture.

I Nagumo: Yes. And keys to solve this issue are ‘quantification”
and "visualization." Previously, driving managers had no way of
knowing the drivers'situation while driving, so they had no choice
but to leave safety management to drivers once vehicles left the
office. But then we thought using Al and loT devices might make it
possible to completely visualize “fatigue”and “driving behavior” while
driving in real time, and we could protect drivers as a company -
that's how we started the development of SSCV.
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Next, please tell us about the services of SSCV.

I Nagumo: S5CV consists of three services of SSCV-Smart,
SSCV-Safety, and SCV-Vehicle ("Smart,Safety,and “Vehicle,
respectively). The transport business consists of three factors of
‘driving plans,“drivers'safety;"and “trucks,"and SSCV supports them.
Smart which supports ‘driving plans”helps transporters improve
operational efficiency and enhance compliance by digitalizing
order management, etc. "Safety” comprehensively supports the safe
driving management through Al-based analysis of drivers'vital signs
and driving data. Vehicle is a solution that achieves failure prediction
and preventive maintenance of vehicles by digitalizing the vehicle
management and maintenance records and obtaining real-time
driving data for statistical analysis.

First, please explain features of Safety, the origin of SSCV.
I Nagumo: Heinrich's law*? states “for every accident that causes
a major injury, there are 29 accidents that cause minor injuries and
300 accidents that cause near-misses (Hiyari-Hatto), but Safety

aims to achieve "zero-accident” by visualizing and eradicating not
just accidents but near-misses. The most notable feature is that it
incorporates a logic backed by fatigue science that sends a near-
miss alert to drivers based on objective data including their physical
conditions and fatigue levels on the basis of the research findings
on the correlation between drivers'vital signs and vehicles'abnormal
behaviors. During the initial stage of the projectin 2016 and 2017,
we collected all products that send a reminder to drivers from Japan
and overseas and had the Company’s drivers try them. However, we
couldn't find the product that had all functions we wanted, so we
decided to develop it ourselves.

*2 A theory about workplace accidents introduced by Herbert William Heinrich who was working
in the engineering and inspection division of a non-life insurance company in the U.S.

[l Satoh: Then, we met Professor Hirohiko Kuratsune of Osaka

City University, an authority of fatigue science, and he proposed,

"A research on correlation between vital signs of drivers while

driving and fatigue is the first in the world. Can we do it together?”

As a result, a joint research including RIKEN has started in 2018.

This collaboration brought a great advantage for us. Analysis and

research on the relation between autonomic nerve function and

physical condition have been conducted since before the World

How SSCV-Safety works

0o |-| Office
Reporting/Reporting of improved situation

Drlvmg manager 4‘ Driving managers can alert drivers timely
Detect 2@ and respond quickly in case of an accident.

problems promptly

Notify driving managers of drivers’
abnormal or dangerous driving and While

allow to review the situation visually s l:’-?
with video footage. drlvmg - -

Before/after driving = =

) Vehicle behavior -
DA”"e’? /]\ Drowsiness ||
vital signs information
Cloud linkage allows

SA ?/HiHQH{*/ — real-time notification | — O @ @ @

to driving managers.

" On-board sensing equipment detects
atrend based on m’edium-lﬁ-l\‘nn term data to ¢ v ion from a number of biologic@\ feaction and Hiyart Hatto
b ' solution providers (near-miss). Detected information will
develop the criteria used to determine whether p be notified to driving managers.
drivers are allowed or not allowed to drive by loT equipment constituting solutions is unitized :
king i indivi d can be flexibly in keeping
with in the future.
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War Il but because most data were obtained in indoor researches,
they could not be applied to an environment with lots of noise and
vibration that are unique to automobiles. Thanks to this academic-
industrial collaboration, we were able to collect sufficient amount

of vital signs of drivers before/after/while driving and vehicles'
behaviors, and we summarized the analytical findings in a paper and
published it after a peer review by a third party professor.

I Nagumo: For your information, we collected around 4,000
person-days of before/after driving data and 1,200 person-days of
while driving data.

Such support of academic research must be one of
the most notable features of Safety, isn't it?

Il Satoh: Yes. We incorporated academic logic and built the system
together with the sites through trial and error. After a prototype
was completed, we held regular meetings with executives twice a
month and advanced the development with advice and wisdom
from various people, but there were more than a few times that

we had to make a course correction by scrapping what we built.
Through these efforts, we were able to put logic of sophisticated
academic research and on-site voices into the system, and that is
the feature and sales point of Safety. Safety enables to present near-
misses prediction while driving based on the objective data such

as drivers' physical conditions and fatigue levels using a collision

risk estimation algorithm backed by academic research. It is also
equipped with functions that detect near-misses that may cause
accidents in real time by obtaining vehicles'status while driving and
drivers'stress levels using loT-based dashboard cameras or wearable
devices and issue a warning sound in case of reckless driving or
dangerous situation.

How did drivers react when Safety was installed?

Il Maeda: Hitachi Transport System East Japan installed Safety in its
all vehicles. Because one of the advantages of being a driver is that
you can be alone while driving, there were a great deal of resistance
from drivers to the idea of being watched through the camera all
the time at first. So, driving managers patiently talked to each driver
and managed to convince them that it was a tool to protect them,
not to monitor.

Roundtable discussion (Mito Transport Center)

I Nagumo: | also explained our view carefully at workplace
meetings that it is for protection and not for monitoring”and “we
do not want any driver of the Group to become an assailant or
victim!And | think because we showed drivers some videos of the
accidents we caused, they probably started thinking, “If Smart can
prevent such accidents.We completed the installation in all around
1,300 vehicles of our group companies, and in FY2021, we plan to
install it in around 3,600 vehicles in partner companies.

Please tell us about specific example of the effects of
the installation of Safety.

I Obinata: Since the installation in June 2019, there has been

no accident due to absent-minded driving with Safety-installed
vehicles. According to the fixed-point observation of one of our
offices, the number of near-misses including sudden start, sudden
braking, and sudden steering declined by 94%.

I Nagumo: At this point, the number of accidents decreased
approximately 60%, which contributed to a decline in accident-
related expenses. Decreases in sudden start, sudden braking, and
sudden steering, etc. are also helping us realize eco-driving. In one
of our group companies, fuel efficiency improved by approximately
5% in full-year data, which shows that Safety is contributing

to not only safety but also a reduction of CO, emissions and
decarbonization.

I Maeda: As a qualitative effect, drivers and driving managers
previously used to exchange only a few words after drivers return to
offices, but now the communications between them are invigorated
because they review the SSCV data together.

I Nagumo: [t is because driving managers can give advice by
watching the camera footage of actual driving of that day. For
example, a driver who tends to make sudden steering frequently
may not be aware of it, but because it is plain to see on the video,
the driver can correct it. Safety education was only a generalization
before, but now we can give guidance according to driving habit of
each driver.

ll Maeda: The following distance between vehicles which is
important for safety driving tends to be closer with experienced
drivers. Drivers may disagree when we simply point it out, but when
we show the data showing that "their distance is closer”than others,

bl

Measurement at roll-call before driving

they agree.

I Nagumo: In addition, because the system shows a two-week
average value of the drivers'vital signs, drivers pay attention to the
scores and are becoming health conscious.

[l Satoh: It also helps us to prevent the spread of COVID-19. It
shows the body temperature with the difference from the average
over the last 30 days and saves data of blood oxygen levels, which is
very helpful in providing drivers'information to customers and also
giving reassurance to drivers themselves.

I understand that Safety has various advantages.
Please tell us about an intellectual property strategy
to protect such value in business.

Suzuki: In 2017 when we started to prepare for patent
application of Safety, the Company’s patents were mainly related to
warehouse management and operation support systems. So, | was
really surprised when I was told the Company aimed to apply for
patents related to the transport business, and | wasn't sure if it was
possible at first. After we spent six months to carefully examine the
details of the applications, we applied for two patents of “accident
risk notification” and “notification with dashboard camera video
clip”for the system which predicts accident risk and notifies driving
managers when it determines an accident risk is really high and
dangerous, and they were registered. In addition, we have around
10 patents pending mainly related to Safety. We also have several
pending applications for trademark registration. While "Hitachi
Transport System”and “LOGISTEED" were registered in five areas,
we applied for and obtained registration of SSCV in eight areas to
expand the scope of services. We believe that the Company has
an advantage that it can provide services and value needed at the
sites because its primary business is logistics. We will ensure to
incorporate such advantage in our intellectual property strategy to
proceed with patent application and acquisition of rights.

Next, please tell us about Smart.

I Nagumo: We have developed Smart by focusing on improving
transportation/delivery efficiency and enhancing compliance. One
of the hidden priority issues in the transport industry is that many
operations are performed manually. Needless to say, it is inefficient,

Review by a driving manager and a driver
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and violation of laws due to insufficient paperwork may result in
situations such as suspension of vehicle operations. In Japan, there
are approximately 62,000 trucking companies, of which about 90%
has less than 50 employees. To improve operating efficiency of small
and medium-sized transporters will lead to CSV from the viewpoint
of not stopping logistics in Japan. To proactively support them, the
Company has focused on developing Smart by taking into account
their requests and opinions. We offer Smart as a cloud-based service
that digitalizes operations including receiving/making orders, vehicle
assignment management, driving plans/instructions, and billing,
allowing to use all functions with one login as long as it is online.

Just like Safety, it is an example of external DX in
anticipation of creating shared value. What is the
status of installation of Smart?

I Nagumo: It was released in October 2020 and has been installed
in the Group and its partner companies since April 2021.

l Maeda: Because it has just started, we are receiving all different
kinds of opinions from users. In the logistics industry, 10 companies
have 10 different ways of operation, with each wanting a system

to be matched to their way. Currently, our development team has
been struggling to make adjustments in a bid to find the greatest
common factor.

I Nagumo: We received a report that they were able to eliminate
posting errors or omissions and delivery arrangement errors thanks
to digitalization and full paperless operations. We believe that we
will be able to see quantitative effects gradually.

Next, please tell us about the overview of Vehicle and
the current initiatives.

I Nagumo: Vehicle promotes DX for vehicle management and
maintenance. It improves the vehicle utilization rate and reduces
management processes through visualization and digitalization

of vehicle management and maintenance records. In addition, it
collects and statistically analyzes data while driving in real time to
sophisticate vehicle maintenance, and eventually achieve failure
prediction and preventive maintenance. We are developing the
systems with an aim to install a system that visualizes vehicle
management and maintenance records in FY2021 and to achieve
data-driven preventive maintenance in FY2022. In addition, our
group company Hitachi Auto Service launched a fixed price
maintenance service for group companies and partner companies.
We will increase users and offer a fixed price maintenance service
together with data-driven failure prediction and preventive
maintenance functions in hopes to prevent small and medium-sized
transporters from incurring loss costs or opportunity losses due to
vehicle failures.

Please tell us about the future development plans for these

three services of SSCV and cross-industry collaboration.
[l Satoh: Currently, relevant ministries and agencies, etc. have been
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discussing how to sophisticate driving management using ICT and
how to improve drivers'working conditions, which we think will
expand the potential for the use of Safety. Going forward, we will
work on improving convenience and reducing costs. For devices to
measure drivers'vital signs while driving, we are eying developing a
smartwatch-type device in addition to the existing shirt-type device.
For the measurement before/after driving at office, we hope in the
future to realize a system that allows busy drivers to measure vital
signs while doing other things by connecting the device to drivers'
smartphones, etc.

I Nagumo: Another development is for education services. We
are working with our collaborative innovation partners to build an
education service matched to characteristics of individual drivers by
using data collected by SSCV. For Smart, we will enhance its mobile
functions to register driving records with smartphones, etc. and
visualize loading ratios. In addition, in preparation for the Amended
Act on Book and Record Keeping through Electronic Methods to

be enacted in January 2022, we will enhance its electronic storage
functions and also have a plan to develop a financial service to
provide financial support to small and medium-sized transporters.

I Goto: Currently, our cross-industry collaboration for SSCV has
two objectives. First one is to enhance functions so that SSCV can be
used widely in various scenes of transport. We have installed SSCV in
vehicles of a food delivery company, a bus company, and garbage
trucks of a municipality to conduct a joint study for additional
functions. We are also working with non-life insurance companies
to develop a scoring function for safe driving. The second one is

to deliver social value by using various data accumulated through
SSCV. Il give you an example of the initiative with the Ministry of
Health, Labour and Welfare (MHLW). MHLW is now considering
reviewing its notification on improvement criteria for drivers'
working conditions with an aim to shorten drivers'working hours,
and they are interested in vital signs showing drivers'fatigue status
while driving that can be obtained by SSCV, which are now used in a
medical survey of driversactual fatigue level conducted by MHLW.

Is there anything else you would like to share with us
about the value that SSCV can deliver?

ll Goto: In terms of contributions to SDGs, SSCV can deliver two
types of values: one that can be created in the short term and
another that can be created in the medium-to-long term. The
value that can be created in the short term is an improvement of
operational efficiency and compliance by using Smart and the
enhancement of safety by using Safety. In the medium-to-long
term, | hope SSCV can contribute to the reduction of CO, emissions
by eco-driving, as well as the increase in potential young/female
drivers and promotion of diversity in the entire logistics industry,
through the enhancement of employees'health consciousness and
the implementation of health-focused management.

Lastly, please tell us briefly about your future plans
and challenges.

I Nagumo: SSCV first started for the purpose of enhancing

safety and eradicating accidents in the Group, but | believe it can
also contribute to the solving of issues faced by the entire logistics
industry. In order "not to stop”logistics that is essential social
infrastructure or in order to realize “sustainable logistics, we will
focus on further enhancement and development of SSCV functions.
[ will continue to take issues and opinions of transporters seriously
and work to add and extend functions and services with higher
added value.

[ Satoh: | recognize that SSCV'is a solution that takes a step
forward from the conventional logistics business and that is also
quite important and meaningful in promoting the Group's DX.

As a system developer, | will continue to cooperate with various
collaborative innovation partners including academics and support
the development of services that will offer values to stakeholders
including the Group and other transporters.

I Maeda: Driver shortage, safety management, and streamlining of
transport operation will continue to be issues for the entire domestic
logistics industry including us, and | think what's really important

is how we can help small and medium-sized transporters with

SSCV. I will continue to focus on expanding SSCV sales to partner
companies and also enhance support for transporters who do not
have sufficient resources to promote DX, with an aim to reach the
level where transporters think “all we need for the transport business

SSCV Initiatives in
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is SSCV! [ will continue to work with my team toward that aim.

I Goto: | will work to expand and deepen CSV initiatives through
SSCV. I hope to enhance our capability to create values not only for
the Company but also for SSCV users, and will strive to create shared
value in the entire transport industry through the use of SSCV. In
addition, I will cherish a network with a wide variety of industries

o
in hopes to spread the use of SSCV to a wide range of sectors and i
industries other than logistics. é’
I Obinata: | will continue to introduce and share various features
of SSCV to the world, and | think it would be great if we could add
other functions that offer compliment on safe driving. The current
labor standard for drivers sets a uniform limit on work hours and
consecutive driving hours regardless of their attributes or form of
transport. By monitoring drivers'fatigue levels in real time using
SSCV, we may be able to contribute to the realization of flexible E
working style according to the drivers'fatigue levels and an g
@

improvement of transport efficiency.

Suzuki: Originally, the focus of patent is to protect the business
by seeking patents for R&D results. Recently, however, there
is a movement that considers what is required for sustainable
development of society and seeks patents for such ideas. | believe
that is what the Group should do, so | will continue to acquire
patents for various ideas to be generated by enhanced functions of
SSCV, and Id like to develop many personnel who will underpin the
Company’s future from the viewpoint of intellectual property.

digital data

Healthcare and safety
Implement health management to keep
aging drivers safe and healthy

Gender
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Improve the labor management
capability by visualizing driving status and
working hours

Provide coaching and education based
on individual driving data to improve safe
driving skill

Create a female driver-friendly
environment by promoting DX of
transport operation
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Value Creation Achievements )

3PL Business (Domestic)

For logistics operation at any stage of customers'supply chain and its peripheral operations, we provide a comprehensive outsourcing service and excellent [T/
technological capabilities to support it to improve service quality and logistics efficiency. As a leading 3PL company, we provide the best logistics solution by drawing
on our abundant experience and consulting capabilities and comprehensive infrastructure, as well as always lead the industry evolution by continuing to work with
customers and partners to promote collaborative innovation through installation of the next-generation logistics technology using the latest technology.

Domestic 3PL market leader

Positioning of the HTS Group in the Market
As a market leader in the ever-expanding domestic 3PL

Trend of domestic 3PL market size

(Trillion yen) Market share in FY2019
market, the HTS Group comprehensively undertakes logistics 40 — Compound annual growth rate: 7.6% T i
operations of customers in a wide range of sectors and 30 — T " 105
industries (see chart on the right). We are a pioneer of 3PL Jmpany -0
and have been providing service since the 1980's. We support 2= 3 Company8  57%
supply chains in Japan with our proposal capabilities backed 10— 4 CompanyC  54%
by abundant experience and management capabilities 0 5  CompanyD  54%
offered by professionals with deep customer knowledge. BowE e e
Calculated by the Company using data in monthly magazine LOGI-BIZ

Major Services
- Procurement logistics: We provide a comprehensive service ‘ s pr—

from picking up purchased products to acceptance inspection, Procurement  Production  yiipution — service

storage, and supply. Our high value-added services include VMI*!,

assembly/painting of parts, and delivering to production lines.
- Production logistics: We undertake various logistics operations Eledriﬁ:im:grl}i,new/

in the manufacturing process including management, The HTS Group’s business domain

. - . Transport equipment

packaging, and shipping of materials and products. Our o Electronic equipment/

packaging professionals provide optimal packaging solutions E'fe“c.'s?.',':.‘.f.‘s‘{','m::{s’ Predision nstruments

according to product features and logistics conditions. el Casmen s S Others HecialNadiney
- Distribution logistics: We provide comprehensive support from Medalsipply Sl Machinery

the supply chain design stage, including a review of site allocation i Rt

and inventory level. We support customers to expand orders Genera e e General merc "Vi‘:j:‘;;“r;"'

received and sales through high-quality and highly efficient logistics Textiles/Apparel (FY2020)

design and operation making full use of the latest technology.

- Solutions: We provide a number of high value-added solutions such
as services integrating logistics and CE*?'s skills for ICT equipment
and collaborative logistics services for hazardous/chemical products.

20%
Medical supply G .
quipment/Chemicals,
Foods/Beverages 2 11% /' Cosmetics
13%

Others

*1 VMI: Vendor Management Inventory
*2 CE: Stands for customer engineers who configure and perform operation check of ICT
equipment

R&D of the Next-generation Logistics Technology through Collaborative Innovation

Sophisticate logistics using 5G (collaborative initiative with KDDI CORPORATION) 4K camera 56 base tation (2) Aanalysis etc
The Company and KDDI CORPORATION are jointly working on the initiatives to
sophisticate logistics using 5G. In FY2020, we built a 5G environment inside the Group's -

logistics center in the Tokyo Metropolitan area to conduct verification experiments. . Dng'erf = .

We use 5G for real-time Al analysis of on-site 4K camera footage, problem detection/ —" "‘P/fa",_____: - i TL Jendmilettoa
notification aiming to sophisticate human judgment and behaviors including _ : s I _ ; e 3 e aecive acin
preventing accidents such as collision/fall and improving work efficiency. Image of on-site 4K video analysis using 5G

Development of Al forklift (collaborative initiative with Hitachi, Ltd.)
The Group has introduced automated forkifts in some sites, but there are certain restrictions in their
operations at logistics sites such that the areas must be segregated from the environment where people
work from a safety perspective and that they can handle preset simple tasks only. The Company and
Hitachi, Ltd. are conducting a joint development aimed at realization of collaborative work between
automated forklifts and workers by incorporating Al in automated forklifts and connecting them with
management systems such as WMS and other equipment to control them as a group in an integrated way.
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FY2020 Result

M Results (round amount) FY2020 Topics
Revenues: Operating income: )
-February 2021: Opened East Japan Il Medical DC

¥3 68 ° 2 billion ¥2 3 ° 1 3 billion  — Strengthened pharmaceutical logistics business and realized a labor-saving center

(YoY -¥8.4 billion) (YoY +¥0.52 billion) -February 2021: Opened Mito Transport Center
— Joint terminal to strengthen transport business = P.32

-March 2021: Launched a new service “Recovice” using RFID
— Provide integrated services including systems and logistics, etc.
necessary for rental and sharing business and deliver new values
accommodating changes in consumer trends = P.86

B New orders/new startups
New Orders: New startups:

1 6 projects 1 7 projects

East Japan Il Medical DC

- A GDP*- compliant logistics center that strictly control
quality through temperature and security management, etc.

- Accommodate the needs of medical supply companies to enhance BCP by
adopting quake-absorbing structure and installing in-house power generator

- Installed advanced technologies including Automated Guided Vehicle (AGV)
and automated forklift to realize the next-generation labor-saving center

M Introduction of labor-saving equipment, etc.

* GDP (Good Distribution Practice): “Appropriate distribution standard for medical supply”
to ensure strict quality control

Automatic palletizer Automatic labeler

Location 152-1, Kitaokuwa, Kazo City, Saitama Prefecture

Site area/total floor space | Approx. 29,850m’/Approx. 32,250m’

ESG Topics

B HTS's initiatives i Packaging solution

 Reduce C0; emissions through a review of transport modes, improvement of transportation efficiency, and joint delivery We have a facility specialized in packaging

- Reduce waste through a review of packaging and reduce CO; emissions through an improvement of loading efficiency ¢ technology (Technical Center) and propose the

™ FY2020 Topics optimal packaging solution based on accumulated

-July 2020: Received“Logistics Environment Special Award” in the “21st Logistics Environment Awards” quantitative data and evaluation test results.

-October 2020: Received three awards of “Director-General, Manufacturing Industries Bureau, Ministry :
of Economy, Trade and Industry Award,“Appropriate Packaging Award,"and “Large-sized Equipment
Packaging Award"at the Japan Packaging Contest 2020

-November 2020: Received 2020 Excellent Business Entities Working on Modal Shift (effective use i
category)"for 2 Cases Verification of packaging material by testing machine

T

Message from the officer in charge
In FY2020, while overall volume dropped due to COVID-19, demand for foods, hygiene products, and EC, etc. increased Toru Watanabe

and the Group focused on maintaining stable logistics operation as a social lifeline. With the economic recovery, cargo ffé”é’i!!ﬁfwi%ﬁi@f
movement is on a recovery trend, and there is an increasing momentum among customers to review their supply chains Executive,
and introduce automated/labor-saving equipment. So, the Group will further demonstrate its strengths of proposal/ Area“,iﬂgaa;gé”ei&pe%?
management capabilities and advanced [T/technological capabilities in order to deliver values to customers and society. Headquarters
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Value Creation Achievements )

3PL Business (Overseas)

As of March 31, 2021, the HTS Group has Revenues by overseas region and no. of overseas sites (FY2020) m Started in-plant logistics business in Huntsville, Alabama |
established a global network of 422 sites in Other15 | | North Ameria 48 Europe 33.7% )
28 countries and regions outside of Japan E""E?ﬁ 2.2 bijon) Nopb-america i Carter Logistics, headquartered in Indiana, US,, has developed its Auto Parts
) o . : ' Logistics business using its unique Milkrun business model, and has been
since expanding into singapore m/ 1ore ‘slli%ez totl concoldated recognized by the customers as a top service provider for cross-docking of
In order to support our customers China 125 revenues . . ;
increasingly large and complicated global ¥186.2 ., . production parts and transportation of service parts.
supply chain, we offer a wide range of Asia 151 billion (¥41.1 billion) Carter Logistics has partnered with two large OEMs to provide the in-plant logistics
services including 3PL and Auto Parts Sy go/s Other/Elimination of services for a new automobile manufacturing facility located close to the city of
.9% h . 3
Logistics (¥39.0 billion) g}‘c'_a;‘]‘?g“,fiﬁ‘i‘g’nt’a“Sac“°"5' Huntsville, Alabama. Carter was awarded the business in the summer of 2020 and e =
. Huntsville in-plant lo

gistics service

started training and start up activities in the fall of 2020. At full capacity in the fall
of 2022, Carter will employ close to 250 forklift operators on two shifts and will be responsible for handling over 15,000
daily skids (pallets) inbound and the unloading of more than 150 daily routes into the facility. Carter is excited to build
upon its current service offerings to include in-plant logistics.

[ Overseas group companies Locations Number of employees }

72 companies iﬁé(::;'t{;:ss 1 5 ¥/ o 5 8

422 sites

FY2020 Result

M Results I New orders/new startups .
Revenues: Operating income: New orders: New startups: Message from local leadership
Carter Logistics built its foundation in trucking but is now a high-tech, results-
1 86 2 . . 9 6 . . . . orientated supply chain company. Carter is dedicated to innovation and
¥ o billion (YoY -¥4.8 billion) ¥ e\ billion (YoY +¥3.25 billion) 1 2 projects 1 1 projects marries the latest technology and data with a large, asset-based operation Jessica P. Warnke
FY2020 Topics inthe US. a?nd I\/\gxm:o. We are eager to adFi |n—p|ant‘|oglst|cs services to our President & CEO
supply chain services and grow this new line of business. Carter Logistics, LLC

m Built a new logistics center through own investment in Chennai, further accelerating investments in India |

Oragadam Logistics Center
m Installed solar panels at the Hadimkdy DC in Turkey

Flyjac Logistics Pvt. Ltd., which operates 3PL and freight forwarding services
mainly in India, being one of the largest integrated Logistic Service providers in
India has opened a new modern logistics center in Oragadam, near Chennai in
June 2020. Oragadam is the nerve center of industrial activities in Chennai and
home to many companies including six global automobile manufacturers. This
new facility, conveniently located just one-hour away by car from the Port of
Chennai, helps providing one-stop logistics services to customers as a base for

Mars Logistics Group in Turkey has installed solar panels at its Hadimkoy DC in
Istanbul as part of its sustainable and environmentally-friendly initiatives. Total
4,914 solar panels were installed on the 12,098 m? roof of the DC by January 2021,
which are expected to save CO, emissions by approximately 1,134 tons annually.
The center is also implementing other environmentally-friendly activities, such as
collecting rainwater and using it for fire water, etc.,, and using paper pallets made

handling import and export cargoes and JIT (Just In Time) delivery. Oragadam logistics center of recycled paper instead of traditional wooden pallets. |
Hadimkay DC
Concept of 4 Logistics HUBs Message from local leadership
The logistics and supply chain market in India is forecast to grow at a CAGR of ?#HSSNEPQ Sﬂaélpaﬂeésf we COﬂt(;ibculﬁe to a;hiQVva;C/he SD?S, S(L;Ch TS _
0 *1 . . . "Affordable and Clean Energy" and "Climate Action." We are also developing an
.10'56 PetW(?en 291 9 .and 2025 . The HTS GFOL'Jp will continue to aggressively environmentally-friendly intermodal transportation business, combining ocean . I
Delhi logistics center invest in India, which is one of the fastest growing markets. and rail transportation for the trunk line transportation portion to reduce the Garip Sahillioglu
Jnder consideration As a part of strategy for expanding its footprint in India, HTS is creating large environmental load caused by transportation. We will continue our sustainability o CEO
. L : ) ) activities and investments. Mars Logistics Group Inc.
multi-purpose logistics centers in four metros, to start with Mumbai and
Chennai in FY2022, to be followed by Delhi and Bangalore.
Our.ok.)j.ective is to be z.a parther ofo.ur customgrs in c.reva.ting. valug through ESG Topics
optimizing supply chain by integrating the entire activities including
international and domestic movements by air/ocean/land, support in export/ « October 2021: Carter Express in the U.S. was awarded as a 2020 “Top Company for
import compliance, as well as providing storage solutions for raw materials and Women to Work for in Transportation”
finished goods including temperature controlled cargoes. [“IThe award was established in 2018 to promote the accomplishments of companies that
are focused on the employment of women in the trucking industry.
[“INearly 11,000 votes were cast to determine the winners. Carter was selected as one of the
Under consideration . . . 2020“Top Company for
top companies for women to work for in transportation. e o
[“lActive involvement of women in various types of job, including executives, truck drivers, Transportation”
Message from local |eadership ahd meChaI’ﬂCS, Was h|gh|y eVaanted.

+ Mars Logistics Group in Turkey has started a project in the field of Gender Equality
[“IMars is starting “Equality Has No Gender” project since January 2021.
[“IEmployees selected as ambassadors organize monthly events in cooperation with various
NGOs on topics such as employment and education.

While Flyjac has been one of the largest freight forwarding companies in India,

our current focus as an integrated logistics solution partner is on developing a

world-class infrastructure with multi-purpose logistic centers and modernized .
transportation, to enable the supply chain optimization for our 5,000 plus A.V.Ravikumar
customers. We have upgraded our entire IT system in August 2020, to improve MD & CEO
efficiency, speed, accuracy, and real-time visibility on a single platform. Flyjac Logistics Pvt. Ltd.

EQUALITY HAS

[“IThis initiative will contribute to the achievement of Gender Equality target ,which is one of NO GENDER
the Sustainable Development Goals.

*1 "Indian Logistics Industry Outlook, 2020" reported by Research and Markets
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Value Creation Achievements )

Freight Forwarding Business

49

The HTS Group makes full use of its global network and seamlessly connects various transport modes including ocean, air,
truck, and rail to provide optimal transport services to customers.
We meet a wide range of global logistics needs of customers including one-stop logistics service integrating freight
forwarding, 3PL, and heavy machinery and plant logistics and operations that require high level of expertise such as agency
service for trade administration, service related to exhibitions and overseas events, and trade agreement consultation.

FY2020 Result

Revenues (round amount):

¥1 01 01 billion

Business outline by region

* Logos of the Group's major freight forwarding operators are shown

-
Europe

Major export products
For Japan: Furniture, tires

A Hitachi Transport System

Ocean 35 thousand TEUs Forec .

Air 14 thousand tons AeaRsLOGISTICS

For China: Hygiene products
For Asia/North America: Food products

~

\ J
4 2\
A Si a A/ Hitachi Transport System
Ocean 162 thousand TEUs ~ &wrme
Air 27 thousand tons FLYJACD
Major export goods
For Japan/China/Europe: Electric/
electronic parts
Within Asian region: Hygiene products
For North America: Tires
\. J
FY2020 Topics

Ocean transportation 441 thousand TEUs*

( )
Japan A Hitachi Transport System
Ocean 94 thousand TEUs
Air 47 thousand tons Lavec
Major export goods
For China/Asia: Hygiene products, electric/

electronic parts
For North America/Europe: Automobile parts
\_ J
Europe

North 7%

America

13% Japan

32%
Composition
ratio of freight
forwarding
revenues

China

23%

Asia
(excluding China)

25%

*TEU (Twenty-Foot Equivalent Unit):
The volume converted into the number of
20-foot-long marine containers

Freight forwarding volume (round amount):

Air transportation 1 48 thousand tons

( X )
North Amerlca A Hitachi Transport System

Ocean 41 thousand TEUs  yme
Air 10 thousand tons

Major export goods

For Japan/Asia: Food products

For China/Europe: Hygiene products,
automobile parts

.

4 )
China A Hitachi Transport System
Ocean 109 thousand TEUs  4¥erme
Rir 50 thousand tons
Major export goods
For Japan: Electric/electronic parts
For Asia: Hygiene products, electric/

electronic parts
For North America/Europe: Automobile parts, toys
. J

Acquired “CEIV Pharma*,” a quality certification for air transport of pharmaceutical products, in Narita Airport
In March 2021, VANTEC HTS FORWARDING, LTD, a freight forwarding business
company of the Group, acquired the "CEIV Pharma*" certification, a quality
certification program for air transport of pharmaceutical products, in Narita Airport.
We are certified as "a business operator capable of high-quality air transport of
pharmaceutical products that meets global standards”and striving to enhance safe
and secure international one-stop logistics service for pharmaceutical products,
along with such initiatives as Medical DC (> P.46) in the domestic 3PL business.

* CEIV Pharma: Stands for “The Center of Excellence for Independent Validators in Pharmaceutical Logistics”
Itis a uniform international standard of a quality certification for air transport of pharmaceutical products at controlled temperatures developed by the International Air Transport

Association (IATA)

Hitachi Transport System, Ltd.

Integrated Report 2021

@

Vantec HTS Forwarding, Ltd.
Marita International Airport (NRT)

_...._ bi o

DX Initiatives in the Freight Forwarding Business

The Group promotes digital transformation (DX) as one of its priority measures in the Mid-term Management Plan

(mp P.29-30). The freight forwarding business is also working on DX initiatives, including collaborative innovation
initiatives with our partners, with an aim to streamline administrative work and communication through digitalization of
trade administration and optimize customers’global supply chains through data accumulation and analysis.

Customers (cargo owners)

Propose data-driven optimization of global supply chain

Dt
platform SCDOS Digital business platform
Aggregate logistics big data to the Company’s digital platform
Operati HTS's Streamlining of operations and communication Blockchain base technology HTS's
perating ; : e AN
system freight forwarding| @ Z=NPORT INNEEE 2 TiadeWaltz WS
Y Collaborative innovation with ZENPORT INC. (ollaborative innovation with Maersk  Participation in trade consortium
Logistics sites, HTS’s freight forwarding business International transport information 3PL business
etc. (trade administration) (including handling information of other logistics operators) (warehouse/transportation)

*SCDOS: Our solution to centrally manage and visualize supply chain information and support solving issues mp P.29

Enhance Cross-border EC-related Services

,,,,,, Ordersfrom overseas | 22 Overseas - Order
EC Platformer ‘

We are enhancing freight forwarding

services related to the growing cross-border
EC market. In FY2020, we have tied up with a HTS's EC
_ P _ ox ;rt c:zrt?: Consolidated  Overseas Covered areas
leading overseas EC platformer and provide P transport locations
. . = =7 — 2 i
one-stop delivery of EC cargo exported from 2 EL - i 'K'"E:"PL"“’-
. . . . 3 : - Ruala Lumpur
Japan to local sellers mainly in Asia with Sring - Cstoms esce ﬁ | & Mania
efficient consolidated transport service. We ~Consoldation | NG -~ EE - Bangkok
support our customers in expanding their Overseas +Ho Chi Minh
sales opportunities through logistics by Domestic P |purchasers *Jakarta
sellers Enable to transport at optimal cost and lead time

optimizing costs and shortening lead time.

Launched Full-scale Freight Forwarding Service in Eastern Europe

ESA s.r.0. (Wholly-owned subsidiary of Hitachi Transport System)
Iogistika - Operates a comprehensive logistics business in the Czech Republic, Poland,

and Slovakia

- Launched full-scale freight forwarding service to further enhance services
Features of

S8 Our Services

ESA s.ro., our group company headquartered
in the Czech Republic, operates a
comprehensive logistics business mainly

in three Eastern European countries of

the Czech Republic, Poland, and Slovakia.
The company had been engaged in cross-
border transport across Europe using its
truck transportation capacity and recently

Have its own transport/delivery network from and to Eastern Europe

Provide cross-border rail transport service from China to Poland or
Germany (both FCL and LCL are available)

Provide ocean multimodal transport/air consolidated transport service

launched full-scale freight forwarding service = Provide one-stop service from freight forwarding to 3PL
. . . . . ¥ (B
including ocean, air, and rail, to provide one- S Have its own customs team to handle customs clearance

stop logistics service in combination with
3PL and heavy machinery and plant logistics.

*FCL: Stands for "Full Container Load," which is a mode of transport whereby a cargo owner charters the full size of a container
LCL: Stands for “Less than Container Load," which is a mode of transport whereby multiple owners use less than one container.

Message from the officer in charge

Yuichi Kuroume

Executive Officer, General Manager,
Collaborative Innovation Project Team
Deputy General Manager, Transport
Business Enhancement Project Team,
Business Management Headquarters
(President, VANTEC HTS FORWARDING, LTD.)

Amid drastically changing environment due to COVID-19 including a disruption of global
transport network and surging cost in FY2020, the Group has made an all-out effort to maintain
our customers'global supply chains. We expect the global transport market to become

more diversified and complicated, and the Group will ensure to promote the “expansion of
collaborative innovation with partners”and "DX"and support global business activities of our
customers by providing more seamless and higher value-added freight forwarding services.

Hitachi Transport System, Ltd.  Integrated Report 2021
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Value Creation Achievements )

Heavy Machinery and Plant Logistics Business

Since its foundation in 1950, we have supported the foundation of society and industries and strived to improve transport
technology by providing one-stop logistics services covering from shipping to transportation and installation of heavy
products, including power plant, industrial machinery, railway cars, and precision equipment and medical equipment requiring
careful handling in Japan and overseas. We will provide total logistics solutions capitalizing on our experiences and expertise
we have cultivated over the years to meet a wide range of customer needs and contribute to the development of society.

Positioning of the HTS Group in the Market Various engineering

The HTS Group is one of a few domestic logistics

operators who can offer various engineering services
with dedicated staff and transport services using own
assets in large-scale projects to transport and install

heavy cargoes. In the heavy machinery relocation

and installation and reverse logistics*, we have been analysis

developing a wide variety of businesses including

services using the Group’s domestic network and the

development of unique equipment.

* Reverse logistics: Logistics for disposal of used products as well as re-use, resale, and of cargo handling

recycling of unneeded products

Major Services

Hull response

Basic designing
Largest-class trailer in Japan

equipment (350 ton capacity)

Our unique equipment

Strength analysis

Build Social Foundation
Services for power plant and industrial project cargoes

With regard to power and industrial plant facilities delivered to various
locations around the world, our professional team having abundant experience
and high level of expertise plans and executes the optimal transportation
according to customer requirements. In addition, with the Group’s network, we
provide safety-first transport service, from shipment to delivery, for products
ranging from small parts to chemical plant facilities weighing over 2,000 tons

under fine-tuned management both in Japan and overseas.

/H\+ Contribute to the Realization of Sustainable Society (1)

Services for renewable energy

Connect Regions
Services for rail and other transport system project cargoes

We meet various logistics needs including transportation of train cars of bullet
trains and other high-speed railways, city trains, and monorails, as well as related
equipment such as signal systems and platform barriers, procured parts to
manufacture train cars, and maintenance parts. In addition to delivery of finished
products, we also provide a broad range of services for maintenance after
equipment is put into operation by making full use of our 3PL expertise and
transportation capacity, supporting the development of transport infrastructure.

We provide transportation and installation services for renewable
energy facilities used for solar and wind power generation. Our
engineers having abundant expertise take the lead in examining
projects, including mega-solar facilities and wind power generation
facilities weighing over 300 tons across the country, to realize safe and
optimal transportation. Through these services, we will contribute to

the realization of environmental preservation and a sustainable society.

5 ] Hitachi Transport System, Ltd.  Integrated Report 2021

@9 (ontribute to the Realization of Sustainable Society (2) Reverse logistics services in supply chains
’." Environment-related solutions

Manufacturers

We provide high value-added reverse logistics services to contribute to
the realization of a recycling-oriented society.

g i on?ycgion
Pvd(u_vemen'(] logistics ["Distribution

- Recycling solutions for goods and machinery L B oo | (loasiic
Raw material
B H H manufacturers @
We collect used products for reuse or recycling when delivering PCs, Recycablestransport || Reverse logistics |
servers, and ATMs. '
- Recyclables transport =] EER

We offer a wide variety of solutions for recycling materials such as waste
plastic bottles and waste plastic, including transportation as well as the
development of special container with higher transport efficiency.

- Compliant recycling
We provide logistics services complying with various related laws and
regulations including collection and transportation of PCB-containing
wastes and recycling of home appliances.

40-feet special container for transport of recyclable
resources (HTS has acquired the patent)

FY2020 Result | m

. Revenues (round amount included in the reportable segments of Domestic logistics and Global logistics)

¥3 5 .2 billion (YoY - ¥4.4 billion)
. Roll h 1 of "d\ﬁld il f

FY2020 Topics Inermational Tnermonuciear Experimental eactor (TER)

- Completion of transport of super large chemical plant module to overseas

-Transport related to the renewable energy business including biomass, offshore wind power, and solar power

- Continued transport of toroidal field coil for International Thermonuclear Experimental Reactor (ITER)

- Continued projects of constructing coal-fired power plants in Japan and overseas
~Transport of temporary facilities for international sporting events

ESG Topics

Contribute to the reduction of environmental load and development of society and economy

@E Transport of railway cars to various locations around the world

Countries and regions where population has been rapidly increasing face growing problems including traffic jam

and air pollution, and such problems are expected to be mitigated by developing a public transportation system. The
Group, as an expert of railway car transport, has been engaged in many transport projects in various locations around
the world and supporting the realization of a sustainable society in terms of logistics.

FY2020 Result
Started work of Line Tin the Ho Chi Minh City Metro Rail System  mp» P.86
[Outline of transport operation]

-Transport period: From 2020t0 2022 - No. of cars to be transported: Total of 51 (17 organizations) Rendering of Opera House Metro Station
Source: Website of Nippon Koei Co,, Ltd.

Message from the officer in charge

The Company’s heavy machinery and plant logistics business has been growing, along with the technological capabilities we
have cultivated since the foundation as well as approximately 1,000 employees of the Group. Transport modes have diversified,  paisuke Hayashi

and service domains needed by customers are also expanding globally and widely. We will strive to deliver customers General Manager,

important products safely and securely and provide total solutions taking into account the entire supply chain with an aim to Heavy CadrgEO Transport
support customers' business activities and contribute to the establishment of better social and industrial foundation. o Hegg?f;?gg
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Value Creation Achievements )

Response to COVID-19

The HTS Group plays a key role as one of the lifelines that are critical to maintain society and industry by providing logistics service to customers
in a wide range of industries, including delivery of food products, daily commodities, and medicines. In order to maintain this role stably even
during the COVID-19 pandemic, we set up “COVID-19 Prevention Headquarters'to prevent the spread of infection among group employees.

M COVID-19 Prevention Headquarters Structure

Higashinippon Area Management Headquarters/
Nishinippon Area Management Headquarters/Global
Business Management Headquarters/Group companies

(General Manager) Officer in charge of Safety and
Quality Control Management Office

(Deputy General Manager) Officer in charge of Human
Resources & Business Support Office

Operation
divisions

(@e)qele] =1 (=1 Public Relations/Finance/Human Resource/
[V Te1 5 Administration/Procurement/Sales/IT

Secretariat
Risk Management Department

HTS Group’s Basic Policy (Excerpt)

- Give the highest priority to health and safety of our customers, partners, and employees and their family members
- Prevent the spread of infection within and outside the Group and minimize impacts on the business
- Fulfill accountability to stakeholders and disclose information on a timely and appropriate basis

In Order “Not to Stop Logistics”

In order "not to stop logistics” while giving the highest priority to health and safety of the Group employees, we take necessary measures to
maintain stable business operation, including contactless/non-face-to-face operations and securing of a structure to execute operations.

When coming to work - All employees are required to measure their body temperature and check their health condition before coming to work and refrain from coming to
work if they are in poor health condition.

« All employees are required to notify before coming to work if any of their family members living together is in poor health condition.

« Avoid commuting during rush hours of public transportation by using various alternatives including staggered commuting, shift work, flextime,
and working from home

In workplace <logistics centers/Offices> <Logistics centers>
« Ensure to wear a mask « Disinfect worktables and roll box pallets,
« Ensure to wash and disinfect hands frequently when coming to work and during breaks etc. reqularly

« Provide frequent ventilation - Secure a structure to execute operations

« Prohibit non-essential and non-urgent business trips/outings by measures such as flexibly shifting

« Hold meetings and trainings, etc. online. Limit the number of attendees, ensure social distancingand | human resources
keep a record of attendees when holding face-to-face meetings, etc. « Develop a scenario assuming that

- Arrange seats and work areas apart from each other to ensure social distancing, and install partitions someone is tested positive for COVID-19
or vinyl sheets to prevent droplet infections - Conduct simulation drills in the event

« Frequently disinfect common facilities such as doorknobs, control panels of elevators, and tables and that someone is tested positive for
chairs in meeting rooms (OvID-19

- Put alcohol-based sanitizers in canteens and break rooms, etc. and disinfect these areas reqularly

« Introduce/install air purifiers and CO, monitors

Response to infections or | «Report to Prevention Headquarters symptoms of employees absent from work due to poor health condition and prepare for an event that someone

suspected infections is tested positive for COVID-19 (preparation for disinfection and securing of a structure to execute operations)

« Instruct employees confirmed infected to stand by at home for a certain period and determine whether to allow them to return to work based on
their health monitoring when they return to work

Response to Customers and Suppliers

We develop a scenario assuming that someone is tested positive for COVID-19 from the viewpoint of BCP and strive to
provide stable logistics services by closely sharing information with customers.

« Implement infection prevention measures according to guidelines of customers or the Company. Share our prevention measures with customers

« Promptly notify our customers if someone is tested positive or identified as a close contact

- Develop and share a scenario assuming that someone is tested positive for COVID-19

« Secure an operating structure to accommodate a sharp increase in shipment of food products, daily commodities, and hygiene products

« Assist the review of supply chains including a support for shortage of warehouse storage space and a shift to an alternative transportation mode in global logistics

Hitachi Transport System, Ltd.  Integrated Report 2021

Examples of Our Response to COVID-19

M Transport of medical supplies

In March 2020, when Hokkaido issued its own state of emergency, the first in Japan, Guangzhou City, China, sent masks and
thermometers as relief supplies to its friendship city Noboribetsu City, Hokkaido. The Group undertook the import/export operation
and SAGAWA EXPRESS CO,, LTD. took charge of the domestic transport, achieving quick transport through collaborative relationship.
Also, to support frontline medical workers, the Hitachi Group started a production of face shields in May 2020 and has donated them

gic!
-UEI'AII':IIN [ ] -
i é FEOEMa kALY
FAARKEK N

M Infection prevention measures at offices
We have in place various infection prevention measures, including body temperature screening when entering/exiting
office by installing contactless temperature sensors, regular disinfection of roll box pallets, etc, installation of vinyl sheets
on the reception counter, installation of partitions in offices and canteens, with an aim to create environment where
employees can work with a sense of security and to maintain stable business operation. We also share excellent cases of
prevention measures in our offices through VC21 activities (mp P.33-34) and implement them across the Group.

M Remote launch of new projects via online meetings
We launch new projects remotely by connecting logistics
centers and the head office via online meeting system
which enables us to verify operations and hold pre-
launch trainings while looking at the sites via PC camera.

M Provide infection prevention education using videos
Certain overseas group companies have prepared videos
for their employees to ensure thorough implementation
of infection prevention measures.

Kali, yiik veya evraklara temas ettikten sonra
ellerinizi dezenfekte edin,

aglarimaz ateginizi blgecek ve 375 derecenin lzerinde
ize vera sajlek kurulusuma yalendirecekler.

to designated medical institutions for infectious diseases. The HTS Group undertook their shipm

ent/delivery and packaging design.

E g"—‘

w4 v

M Online global meetings

Amid international travel restrictions, the Group
held its first large-scale global online meeting, with
approximately 300 attendees from 17 countries.

M Online seminars
We hold online seminars for EC business operators, etc. to
provide information on a non-face-to-face basis.
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Foundation Supporting Value Creation ))))

Board of Directors and Executive Officers/Board of Directors

fioisIH InQ
A

g

.-I-!__é'jime Watanabe Hiroshi Maruta Yasuo Nakatani

ﬂ - vhe
e

ainn4 InQ
A

Mitsudo Urano Takashi Nishijima Tetsu Fusayama

Reasons for the Appointment of Directors Summary of Skillsets of Directors Z5
o
@ D@
. 2o
Independent Committee . . =R
No. Name Position Reasons for the appointment Age*' | Registration o Field Number of directors 22
@F | Nominating | ompensation | Audlit &S
X . Ms. Miho Aoki served as executive officer in Deloitte Tohmatsu Consulting Co., Ltd. (currently known as ABeam Consulting Ltd.) and held ° ° °
©) Miho Outside executive positions at various other firms. Based on her abundant experience in company management, she currently works as an associate 60 2020 O O Corporate o & a
Aoki Director professor at a university. The Company determines that she can leverage her knowledge and experience for supervising the Company’s management
management and thus contribute to enhancing the function of the Board of Directors. @ @ ©
) Ms. Sayoko Izumoto has a long career in corporate accounting at a large audit corporation and has served in various public posts. Ms. -
@ Sayoko Outside lzumoto has sufficient knowledge and experience in the field of audit and supervision of business execution. The Company determines that 67 2017 O o® O . . X 4 4 o
lzumoto Director such knowledge and experience is beneficial for the Company’s management and can be of help in enhancing the function of the Board of Financial accounting a A - ]
Directors. @ ® oy
Mr. Mitsudo Urano has worked to enhance management efficiency as a top executive in manufacturing and logistics businesses and has 2 E <
. ) experienced a number of positions as an outside officer at various enterprises. As the Chair of the Company’s Board of Directors as an [} [ ) QL
© Mitsudo Outside independent officer, he is striving to invigorate the Board and enhance the quality of discussions. He also worked on the introduction of 73 2014 O o Law/compliance a A gg
Urano Director the performance-linked stock compensation plan for executive officers, which was introduced last year, as then-Chair of the Compensation ® @ Se
Committee. The Company determines that his excellent business sense and familiarity with various management issues make him qualified =
to supervise the Company’s management and can be of help in enhancing the function of the Board of Directors. a

After serving as the president at Yokogawa Electric Corporation and holding various executive positions in the Yokogawa group, Mr. Takashi

cpe
©pe
@pe
®@pe
ope
©pe

@ Takashi Outside Nishijima currently serves as the chairman of Yokogawa Electric Corporation. The Company determines that his managerial excellence and 63 2020 O O O Society/environment
Nishijima Director profound understanding of various management issues make him qualified to supervise the Company’s management, which will surely
) h . - :
contribute to enhancing the function of the Board of Directors.
-
; After his long career as a public prosecutor, Mr. Tetsu Fusayama is now active as an attorney at law, with a wealth of expertise and experience " o o o o o o 4 3
Tetsu Qutyde inlegal and compliance issues. The Company determines that his knowledge and experience are continuously helpful for the Company’s 69 2016 O O Global business a A A a aaa =3
Fusayama Director management and can contribute to enhancing the function of the Board of Directors. ®© o @ 6 © B %
Hiroshi Outside Mr. Hiroshi Maruta has deep insights in the field of finance and accounting and has extensive experience working overseas. The Company § S
. determines that he is expected to leverage his knowledge and experience for supervising the Company’s management and to contribute to 67 2015 O s
Maruta Director enhancing the function of the Board of Directors. Technolo a S
gy @ a
Hajime Outside Mr. Hajime Watanabe is an attorney at law, who is savvy about international business and trade law. The Company determines that his e
) specialized knowledge and experience are appropriate for supervising the Company’s management helpful to enhance the function of the 61 2020 O O
Watanabe | Director Board of Directors. Human Resources/ o o o o
Since joining the Company, Mr. Takashi Jinguji has been engaged in a variety of operations including personnel management, labor Human Resource g a a
Takashi management, marketing, strategy-making, and operations outside Japan. Since he became Representative Executive Officer, Executive Vice Development
. . Director President and Executive Officer and Board Director, he has taken the lead and successfully executed the Company’s growth strategy through 65 2016
Jinguji relationship-building and negotiations with various collaborative innovation partners. The Company has determined that his wide-ranging

business experience and knowledge make him qualified as a director who can contribute to the increase of its corporate value.

Since his assumption of office as Representative Executive Officer, President and Chief Executive Officer and Board Director of the Company,

Yasuo ) Mr. Yasuo Nakatani has been exercising strong leadership in building the Group’s value creation process as well as enhancing the economic,
@ Nak . Director social, and environmental values. In the pursuit of our vision to become “the most preferred global supply chain solutions provider,” the 65 2013 O O
akatani Company has determined that Mr. Nakatani has the competence to promote the Company’s global business management and ensure

continued increase of its corporate value.

*1 As of June 22,2021 *2 ©Chair
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Representative Executive Officer
President and Chief Executive Officer

Foundation Supporting Value Creation )

Board of Directors and Executive Officers/Executive Officers

-

Yoshitaka Tsuda

Executive Vice President and Executive Officer

In charge of [T/logistics solution

"

Takashi Jinguji*

Representative Executive Officer
Executive Vice President and Executive Officer

General Manager, Global Business
Management Headquarters

General Manager, AEO & Corporate Export
Regulation Office

Yasuo Nakatani*

Seiki Sato

Senior Vice President and Executive Officer

General Manager, Corporate Strategy Office
Deputy General Manager, Transport Business
Enhancement Project Team, Business
Management Headquarters

Kazuhisa Hatakeyama

Senior Vice President and Executive Officer

General Manager, Safety and Quality Control
Management Office

Toru Watanabe

Senior Vice President and Executive Officer

General Manager, Financial Strategy Office Executive, Higashinippon Area Management
General Manager, Project Management Office Headquarters

Nobukazu Hayashi

Senior Vice President and Executive Officer

* Concurrently serve as Board Director (Listed in Japanese alphabetical order by title.)
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Kenji Abe Kazuhisa Sakaguchi Hiroaki Takagi

Kiyoshi Nagao

Vice President and Executive Officer Vice President and Executive Officer Vice President and Executive Officer Vice President and Executive Officer

Deputy General Manager, Business Executive, Nishinippon Area Management Chief Executive for China
Management Headquarters Headquarters (President, Hitachi Transport System
General Manager, Business Executive, Nishinippon Area Headquarters, (China), Ltd.)

Development Headquarters, Nishinippon Area Management Headquarters

Business Management Headquarters — (President, Hitachi Transport System West Japan Co,, Ltd.)

Kazuhiro Nishikawa

Yuichi Kuroume

Vice President and Executive Officer Executive Officer Executive Officer Executive Officer

General Manager, Human Resources  General Manager, Collaborative Innovation Project Team ~ Executive, Metropolitan Area

Yasushi Hagiwara

& Business Support Office Deputy General Manager, Transport Business Headquarters, Higashinippon Area

Enhancement Project Team, Business Management Management Headquarters
Headquarters Deputy General Manager, Corporate
(President, VANTEC HTS FORWARDING, LTD.) Strategy Office

Hitoshi Honda Ryuichi Honda

Tetsuji Mimura

Executive Officer Executive Officer Executive Officer Executive Officer

Deputy General Manager, Financial (hief Executive for Asia

Executive, Higashinippon Area
(President, Hitachi Transport System (Asia) Pte. Ltd.) ~ Headquarters, Higashinippon Area
(Chairman of the board, Hitachi Transport System Management Headquarters

Vantec (Thailand), Ltd.) (President, Hitachi Transport System
(Chairman of the board, Eternity Grand Logistics South Kanto Co,, Ltd.)

Public Co,, Ltd.)

Strategy Office

I3\ Profile of Board of Directors and Executive Officers are available at the Company’s website.
12/ hitps://www.hitachi-transportsystem.com/en/ir/corporate/officer/

General Manager, Business Management Headquarters
General Manager, Logistics Solution Business Development
Headquarters, Business Management Headquarters
General Manager, Transport Business Enhancement Project
Team, Business Management Headquarters

Riichiro Hirano

Chief Executive for Europe
(President, Hitachi Transport System
(Europe) B.V.)

Shunsuke Yonekura

General Manager, Information and Communication Technology
Strategy Headquarters, Business Management Headquarters
(General Manager Information Security Office

Deputy General Manager, Transport Business Enhancement
Project Team, Business Management Headquarters

(President, Hitachi Distribution Software (o, Ltd.)
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Independent Director Dialogue

“Future” of Governance
toward the Next Growth Stage

59

Amid the drastic change in business environment
due to the expansion of infectious disease risk
and climate change risk, the HTS Group has
realized profit growth creating economic and
social values through its business and evolved
corporate governance that supports such growth.
What should the Group focus on next in terms of
governance to prepare for the shift to the next
growth stage? Two independent outside directors
held a dialogue.

Please tell us about the roles you played in the
Company'’s corporate governance in FY2020. As it
was the first year for Mr. Nishijima as a director of
HTS, would you also tell us your impression about the
Company'’s governance and the Board of Directors?
Urano: In FY2020 when the entire world was facing the threat
of COVID-19, | reacknowledged the logistics industry has very
important mission no matter what the social situation is. The
Group supports people’s lives by providing logistics services to
customers in a wide range of sectors including daily necessities
such as foods, daily commodities, and medical supplies. If our
operation is suspended, it could stop the flows of the supply
chain in the world. The Board of Directors has monitored
operation by strongly recognizing such importance and
focused on maintaining stable business operation even amid
the COVID-19 pandemic. In addition, under the new business
concept of "LOGISTEED,"the Board of Directors spent a great
deal of time discussing SSCV, which we have been developing
to realize “sustainable transportation services”and “zero-accident
society,"and made a significant progress in initiatives to secure
safety and improve efficiency in the entire transport industry.
While some fields experienced a decrease in revenues due

to the COVID-19 pandemic, the Board of Directors actively
discussed these emergency responses and the solution of social
issues, which | believe contributed to producing good results.
Under such circumstances, while | continued to focus on
monitoring as an independent outside director in a Company
with a Nominating Committee, etc, | also tried to give executive
officers a supportive push in a crucial phase of decision-making.
For example, SSCV, that | mentioned earlier, started off really
small, but based on opinions of executive officers that there will
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Outside Director
Chair of the Board of Directors
Chair of the Nominating Committee

Mitsudo Urano

be business opportunities to offer SSCV to transporters including
passenger transport, | suggested we should accelerate our
activities to share with the entire transport industry the values of
“securing safety”and “improving efficiency” created by SSCV.
Nishijima: | became an outside director about a year ago in
the midst of the COVID-19 pandemic, and what came to mind
first was that logistics services are really essential to people’s
lives. In addition, I saw executive officers paying close attention
to every detail of daily on-site operations and taking actions
timely and appropriately, and | was impressed by the strengths
of “Gemba" Power deeply rooted in the Company. | also highly
value the fact that the Board of Directors not only focuses

on current initiatives but also has in-depth discussions from
medium-to-long-term perspective.

As for me, I focused on monitoring business execution as a
member of the Nominating Committee and the Compensation

Outside Director

Member of the Nominating Committee Ta k a Sh | N |Sh | J | ma

Member of the Compensation Committee

Committee and was deeply involved in ‘offensive” management
strategy toward a growth using my experience in corporate
management. At the same time, in terms of ‘defense; | made
suggestions on risk management and group governance. Especially
because a measurement and control equipment manufacturer
that I have been involved as a member of management focuses
on not only manufacturing products but also providing solutions
to support customers'value creation, | think that company shares
alotin common with HTS that provides comprehensive solutions
in addition to delivering products. So, I will use my experience
and insight that | have accumulated through management of the
manufacturing company to support HTS's management.

What do you think the features and strengths of the
Company'’s current governance are?
Nishijima: The most notable feature is that the Board of

Directors is highly independent*, and it is consisted of outside
directors with very diversified backgrounds and careers. |
recognize this ensures sufficient monitoring functions. One of
the strengths is that the management shares a sense of purpose
to "establish good governance for good management,’ with
executive officers and outside directors having very active and
open discussions. Under such atmosphere, outside directors
sometimes ask sharp questions and give tough feedback, which
| felt helps maintain a good balance of sound tension and unity.
The Company actively provides information to outside directors,
and | was able to visit many sites. If we spend more time and
deepen discussions on essential themes such as long-term
initiatives to increase corporate value, | believe we can make
the Board of Directors even better.

Urano: | value that the Company’s governance has evolved
significantly in recent years. After it shifted to a Company

with Committees in 2003, the Company was not able to

take advantage of the system for a while. But now, all three
committees are made up of a majority of independent

outside directors and are operated with a smaller number

of members, which makes them possible to conduct high-
quality discussions and activities. For example, the Nominating
Committee evaluates activities of each officer during the year
and has an honest discussion on the structure of the next year.
The Compensation Committee has introduced a completely
new type of performance-linked stock compensation plan

in consideration of all stakeholders in FY2020. Also, the Audit
Committee functions effectively as members actually visit sites
for audit in addition to reviewing documents.

As for the issue that | pointed out in last year's dialogue saying
“outside directors cannot know in advance what was discussed
in the Executive Committee," now outside directors can listen
to the Executive Committee meetings online, which eliminated
a large part of information gap. In addition, depending on the
agenda item, the Board of Directors also discusses the same
item that has been discussed by the Executive Committee,
which makes me think that the Company now has a“very open
relationship between the Board of Directors and the Executive
Committee! | have served as an outside director in many
companies, and | am proud that HTS's current governance is in
a very good condition.

*Of nine directors, six are independent officers (as of June 22, 2021)

About the issues to improve effectiveness of
governance, could you tell us the progress, etc. of the
items pointed out in last year’s dialogue? Please start
with “an improvement of capital efficiency.”

Urano: An improvement of capital efficiency has been one

of the key themes in governance for the past few years, and
the Board of Directors including me has been dedicated to it.
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The Company has focused on on-site education and initiatives
related to ROIC tree (Message from the CFO mp P.22-23), and
as a result, | think the concept is starting to take root. It's not
100% yet, but capital efficiency is now discussed at an early
stage of the examination of investment projects, and | think
we are certainly laying the groundwork for a culture to discuss
capital efficiency routinely, for example, in the VC21 activities
and as part of daily operations. | think this is wonderful.

How about “catch-up of IT infrastructure with DX in society”?
Nishijima: One of our DX issues is that because we have been
making full use of IT for a long time to develop 3PL business at
full scale, there are "legacy assets”in “facilities,"culture,’and "how
to use!'To advance transformation, replacement of legacy assets
should take place in stages, not all at once. The management
fully recognizes that, and it has almost completed “identifying
issues”"and “developing a roadmap for improvement and
transformation!'In addition, the management has a strong
recognition of IT governance issues and is developing a cross-
sectional framework and systems, including domestic and
overseas group companies. As we have already developed

a basic framework for catch-up and started to move toward

the solutions of identified issues, | think our transformation is
moving in the right direction.

However, DX should not be considered simply as an
improvement or renewal of T infrastructure. We should also
consider transformation of corporate culture and climate,
business model, and creation of innovation, so it requires

quite extensive and deep efforts. Also, because IT is a “moving
target” which is constantly evolving, we can't just proceed
according to the framework once it is developed but need to
be prepared to"keep transforming”In addition, if we run into an
issue after starting the developed plan, we have to deal with it
nimbly, and, in some cases, we may need to adjust or change
the plan flexibly. The Company needs to enhance IT human
resources who are the key to all of these initiatives. So, | think
the Company’s future task is to enhance skill sets and abilities
required to keep up with the moving targets through both
recruiting and development of human resources.

The effectiveness evaluation of the Board of Directors
in FY2019 pointed out the issue of “whether the
discussions by the Board of Directors really consider
all stakeholders.” Please tell us what progress has
been made in FY2020 in this regard.

Urano: Partly because the major premise of the business
concept “LOGISTEED"is a creation of an ecosystem with
stakeholders in the first place, discussions at the Board of
Directors have significantly changed to give due consideration
to all stakeholders over the past year.

For example, we have discussed a dividend payout ratio with
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TSR, which is a KPI shared with shareholders and investors, in
mind. We also introduced a compensation plan for officers
that is closely linked to TSR and ROE. As for the businesses that
solve social issues including SSCV | mentioned earlier, we have
discussed how to solve issues as HTS closely paying attention
to business partners and local communities. Also, when
discussing new proposals for customers or new investments,
we always emphasize ‘customer benefits” For employees, as
VC21 activities make progress, we have more opportunities to
discuss how to improve their work-life balance and satisfaction.
And for business partners, the Board of Directors has discussed
communication and other approaches to build win-win
relationships with them.

Next, please tell us about the progress in addressing
management issues pointed out in last year’s
dialogue. Please start with “acceleration of DX and
enhancement of IT infrastructure.”

Nishijima: | already talked about internal DX earlier, and as
for external DX, we have started the implementation of core
solutions including SSCV, Smart Warehouse, and SCDOS and
their business development. They are making steady progress
as projected in the Mid-term Management Plan "LOGISTEED
2021”But | think the aim of "LOGISTEED"is even higher and
more comprehensive, that is ‘optimization of supply chain
management”and “integration of a wider range of systems
(“system of systems’, etc.)!" So, | think they will be our major
challenges in the future. For example, the Group aims to realize
new innovation beyond conventional logistics domain, and
we need to clarify to stakeholders what economic and social
values will be generated through the innovation and how it
will be implemented through our business. By doing so, our
ecosystem-driven growth strategy should be successfully
embodied, and | am participating in various discussions for
that purpose.

How about “change of the business portfolio”?
Urano: In the Mid-term Management Plan, the Company
presented the amounts to be spent for M&As and capital policy,
etc. in the future and clarified its intention to promote M&As

to change the business portfolio. While executive officers have
been deliberating on its details, | think there are a number of
possibilities in both existing and new businesses.

First, the existing 3PL business has been actively promoting
new initiatives such as EC platform center, but it may be difficult
to find a high growth potential in Japan in the future as it is
basically in the stage of cash cow (mature) of the domestic
leading company. Freight forwarding business is recently
posting strong performance partly due to external conditions,
but it is unknown whether it's going to last in the long run.
Heavy Machinery and Plant Logistics business currently has
many domestic projects, while a high growth may be expected
in emerging countries in the future.

In new businesses under the keywords “Finance, Commerce,
Information, and Logistics,"a business covering “finance”and
‘commerce” domains has already been launched. Although the
business scale is still very small, it is possible that it may even
grow to the level that it undertakes procurement and payment
functions of customers.

Anyway, we need to constantly change the business portfolio
to realize sustainable growth, and sticking to the basic policy
to explore growing sectors while maintaining cash cows and
withdraw from unprofitable businesses should eventually
improve capital efficiency. In addition, a key in developing new
businesses to explore growing sectors is how much risk we are
willing to take. In the procurement undertaking business for
customers | mentioned earlier, for example, we should expect a
considerable risk at an early stage. While we continue the ROIC
management, we, outside directors, might encourage executive
officers to take a risk by changing WACC at a crucial moment
when we think it's worth it.

Then, please tell us about the “enhancement of
group governance.”

Urano: So far, the Company has expanded global logistics
through M&As, and I said, “we aim to formulate an integrated

group governance”in last year's dialogue. But we will need to have
much discussion on group governance from a global perspective,
including a fundamental question such as‘ls an integrated
governance what we need?" For example, there are successful
cases of an integrated governance such as global companies with a
single product under a single brand. However, in case of a company
running its overseas businesses with a region-contained business
model like the Group, | think whether an integrated governance is
the best choice should be discussed as a management issue.
Nishijima: This is just my impression that | got from discussions
and reports from the Audit Committee in one year since |
became a director, but considering our global logistics business
is comprised of companies with different environment, business,
and strengths that were grouped together through M&As,
I'think the Group needs to make further efforts to visualize

such differences and identify/distinguish items that should

be standardized and integrated. Having said that, | also have
experience in managing a global company focusing on service
business just like HTS with more than 100 group companies, so

I know it is difficult to implement an integrated governance in
all group companies around the world. I will seek an optimal
solution for group governance taking into account business
environment, strengths, and characteristics of customers in each
region in discussions at the Board of Directors.

Thank you. And lastly, would you please tell us about
issues related to the Group’s ESG and SDGs initiatives?
Urano: In order to actively promote ESG and SDGs initiatives,
it is important that all members of the Group “fully understand”
these concepts. From this viewpoint, for "Environment (E),

the Company has focused on reducing CO, emissions from
truck transport from early on and steadily produced results.
For“Governance (G),"as | mentioned earlier, our initiatives

have been evolving in the right direction. For SDGs initiatives,
however, we may be able to further deepen our understanding
if we become more aware that"human beings are also a part of
the Earth system”when we think of 17 goals.

Nishijima: | think the Group should focus on “creating value”
through these initiatives. For example, if employees "fully
understand”them, their motivation and productivity may
improve further. By setting lofty vision or high goals, we may
be able to attract excellent human resources. In addition, if

we make further progress with initiatives for"E"and S, we

can increase the number of customers, which then increases
economic value. And I think it is very important to make a full
effort to appeal all such “values”to stakeholders.
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Corporate Governance

Basic Principle

At the HTS group, we consider corporate governance to be key to
realizing even greater management transparency and efficiency, as

well as ensuring that our business is carried out with compliance and

in accordance with correct corporate ethics. By extension, the crux of
corporate governance lies in increasing corporate value and sustainable
development. Rooted in this basic policy, we have adopted a corporate
governance structure capable of responding deftly to changes in the
business environment as well as boosting soundness and transparency—
namely a company with a Nominating Committee, etc. System. This

means that we have effectively separated our corporate management
and our business implementation—a setup that largely transfers business
decision-making rights from our Board of Directors to our Executive
Committee. The result is rapid decision-making and implementation on
initiatives such as restructuring and strategic investment. In addition,
because we believe that considering the subjective opinions of many
outside directors facilitates both monitoring and transparency of
management, we have also established three committees overseeing
nomination, auditing, and compensation respectively.

Measures to Enhance Corporate Governance Implemented in the Past

Measures

Purpose

2003 Transitioned to a Company with Committees

(established Nominating Committee, Audit Committee and Compensation Committee)

To strengthen management supervision function
of the Board of Directors

Developed Criteria for Independence of Outside Directors

To secure independence of directors

2014
Appointed a female director

To diversify the Board of Directors

Transitioned to a Company with a Nominating Committee, etc. System

To comply with the amended Companies Act

2015 Responded to the Corporate Governance Code

Established Corporate Governance Guidelines of HitachiTransport System

To strengthen governance

2016 Evaluated the effectiveness of the Board of Directors

To strengthen functions of the Board of Directors

2017 Appointed the second female director

To diversify the Board of Directors

2019 Evaluated the effectiveness of the Board of Directors by a third-party assessor

Ensured the neutrality and objectivity of the
evaluation of the Board of Directors’ effectiveness

Appointed the third female director (accumulated)
2020

To diversify the Board of Directors

Appointed an outside director as Chair of the Board of Directors

To strengthen functions of the Board of Directors

The Current Corporate Governance System and Internal Control System

General Shareholders’ Meeting

Appointment/dismissal

Recommendations

for appointment/ Recommendations

g:?e[zgsras‘ of for appointment/
dismissal of

accounting auditors

Accounting
-

« Internal Controls Report
1« Fffectiveness Evaluation Report

| Financial Strategy Office |

Support instructions

Appointment/

dismissal

Delegation of Report Determinations Audit
decision on compensation

Supervision

Executive
Committee

Nominating Compensation Audit ; /
Committee Committee Committee | —— Dlref(t?it((:)ers

Board of Directors | g

Audit =,

« Internal Controls Report 8.

AB A z| 2 F— > Internal Auditing Office |-Effect\'venessEva\uationReport e >
AR E R E =1 E equest for support . : ntemal @
H I E 2|z =1 Internal Audit i )
2 = 1 E Human Resources & - Compliance Audit ’ g
Business Support Office - Whistle-blowing/ ©

Consultation System Report i

3

©

Q

=

)

(%]

[nstructions
Executive Officers

Report

| Sustainability Promotion |-Environmental Audit

Department

| Safety and Quality Control | * Risk Management

Management Office - Safety and Quality Audit
| Information Security Office | - Information Security Audit
AEOQ & Corporate Export .
| Regulation Office | - Export Management Audit
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HTS’s Organization Design

By using a Company with a Nominating Committee, etc. System, substantial
authorities related to business execution are delegated from the Board of
Directors to executive officers, who make prompt decision making about business
restructuring and strategic investments. Executive Committee meeting consisting
of all executive officers is held once a month in general to discuss material
subjects which have impacts on the Company and the entire Group and clarify
responsibilities and authorities of the executive officers.

M Primary roles of the Board of Directors and the Committees
(1) Board of Directors

Determines the Company’s basic management policy and supervises execution
of duties by directors and executive officers (also passes a resolution by focusing
on specific discussions on the Mid-term Management Plan and fiscal budget in
addition to matters to be resolved stipulated by laws and regulations, the Articles
of Incorporation and the Board of Directors requlations)

(2) Nominating Committee

Elects candidates for director (elects appropriate candidates, considering all
relevant factors including their past performance and personality)

(3) Audit Committee

Performs audit of execution of duties by directors and executive officers and
prepares an audit report (performs audit of execution of duties by directors

and executive officers from the viewpoint of legal compliance and appropriate
performance of duties in cooperation with independent auditors and internal
audit department, with an aim of establishing a high-quality corporate
governance system to maintain social trust)

(4) Compensation Committee

Determines compensation, etc. of directors and executive officers (determines
the compensation level, etc. for each position commensurate with the ability and
responsibilities required of the Company’s directors and executive officers and
the Company’s performance, taking into consideration the compensation level of
other companies)

@ Appointment and dismissal of officers
(andidates for directors are selected at the Nominating Committee and
appointed at the General Shareholders' Meeting. Regarding candidates for senior
management members (executive officers), the Nominating Committee prepares
alist of candidates and submits it to the Board of Directors for appointment. The
policy of appointment and dismissal of CEO and the composition of the Board
of Directors and independence of outside directors to be considered in selecting
candidates for directors are specified in the Corporate Governance Guidelines of
the Company.

71"\ Corporate Governance Guidelines

Xi%/ https://www.hitachi-transportsystem.com/en/

profile/csr/governance/cg/

@ Succession plan

The Company has had in-depth discussions about a succession plan at the
Nominating Committee and the Board of Directors. Appropriate supervision

is conducted through decisions by President and Chief Executive Officer and
business reporting and evaluation by executive officers at the Board of Directors.

Definition of Select Evaluate Develop

President’s JD candidates candidates candidates

For the development of the next-generation management members, the
Company reqularly selects and develops candidates, and holds discussions at

the Nominating Committee. For President and Chief Executive Officer, we select
candidates from the next-generation management member candidates based

on the president job description (JD), give each candidate different challenges
appropriate to their respective issues which they need to overcome to grow, allow
them to gain experience, and evaluate and develop them taking into account the
advice, etc. from the Nominating Committee.

@ Relationship between HTS and outside directors
There are no special interests involved between seven outside directors appointed
at the HTS 62nd Reqgular General Shareholders'Meeting held on June 22, 2021
and HTS, as stipulated under the Companies Act Clause 74, Section 2-3. With a
view to boosting our corporate governance—and ensuring better transparency
and subjectivity—HTS appoints independent directors with subjective opinions,
extensive experience in and knowledge of management, and more. Further, to
objectively assess the neutrality of outside directors, we have established Criteria
for Independence of Outside Directors based on neutrality criteria employed by
entities such as the Tokyo Stock Exchange Securities Listing Regulations, proxy
advisory firms, and more. Qutside directors who are qualified to be independent
under the criteria are considered independent officers; specifically, they hold no
risk of conflict of interest with general shareholders. (Miho Aoki, Sayoko Izumoto,
Mitsudo Urano, Takashi Nishijima, Tetsu Fusayama, and Hajime Watanabe are
registered as independent officers in accordance with Tokyo Stock Exchange
requlations.) The criteria for independence of outside directors are noted on the
HTS website.

71"\ Criteria for Independence of Outside Directors
+%/ https://www.hitachi-transportsystem.com/en/
profile/csr/governance/cg/

I Executive Committee

@ Deliberates on important issues related to business implementation

@ Comprised entirely of executive officers or individuals appointed by the
company president

@ Eecutive Committee meeting held once a month in principle (additional
sessions held as necessary)

@ Total of 19 executive officers (as of April 1,2021)

M Internal Controls

Based on the relevant laws and ordinances, we have established an Audit
Committee to supervise the work of our directors and executive officers, while our
Board of Directors implements comprehensive systems related to internal controls.
The HTS Group has set up an Internal Controls Committee, through which internal
controls related to financial reporting are documented and also assessed for
effectiveness throughout the HTS Group. By adhering to internal control reporting
systems on financial reporting as stipulated in the Financial Instruments and
Exchange Act, our financial reporting earns the optimal trust level.
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Corporate Governance

M Responded to the Corporate Governance Code
HTS complies with all principles of the Corporate Governance Code. The status of
our cross-shareholdings are as follows:

@ Policy on cross-shareholdings

- Policies regarding cross-shareholdings

HTS does not hold cross-shareholdings in principle, unless it is for a medium-to-
long-term sustainable growth of the Company and increase of corporate value.
Under such policy, of 26 issues held, we sold all shares of 14 issues in March
2016, one issue in October 2016 and one issue in June 2017, and we purchased
one issue in March 2019; and as a result, we held 11 issues of shares as of March
31,2021. As of March 31, 2021, the amount of cross-shareholdings accounted for
less than 1% of total assets, which is insignificant on the balance sheet.

In addition, the Board of Directors evaluates every year whether to continue

holding those shares from the viewpoint of the criteria for investment assessment
(ROE, dividend payout ratio, and impairment risk, etc. of individual issues) and
the criteria for business assessment (revenues from direct transactions with HTS,
comparison with the capital cost of core businesses, credit information by third
party agendies, and compliance, etc.).

- Exercise of voting rights
HTS exercises its voting rights from the perspective of its medium-to-long-term
sustainable growth and increase of corporate value.

71"\ Policy on cross-shareholdings
%i%/ https://www.hitachi-transportsystem.com/en/
ir/stock/shareholdings/index.html

Major Agenda Items and the Reports at the Board of Directors Meeting (FY2020)

M Major agenda items

Management strategies

Corporate governance

General « Basic management policy

management | «Report on the progress of LOGISTEED 2021

« Report on Enterprise Risk Management (ERM)

« Report on business investments

« Report on IR initiatives

« Report on transition to TSE's new market segments
« Restructuring of Group companies

« Matters on business alliances, etc.

General Shareholders' | - Proposed agenda for the General Shareholders’

Meeting Meeting, etc.
Directors, « Appointment of Executive Officers
Executive « Evaluation of the effectiveness of the Board of Directors

Officers, Board | - Appointment of independent officers
of Directors - Corporate Governance Report

Finandial « Financial results, etc.

management |« funding plans (dividend policy, growth investment and borrowings, efc.)
« Dividends and method of surplus appropriation

« Making judgement on continuation of cross-shareholdings
« Acquisition of treasury shares

Other « Report on compliance

« Report on cybersecurity

« Report on quality assurance

« Report on SDGs initiatives and ESG management
« Annual Securities Report

Others « Report on Digital Governance Code
« Report on working-style reform and diversity
« Report on human resource strategy

Business operation

- Report on execution of duties by Executive Officers, etc.

M Discussion status by agenda item (FY2020)

The proportion of the agenda items related to management strategies
increased to 47% of the total items from the previous year's 39% as we
reduced the proportion of items related to the determination of individual
business executions and added those related to the essence of management.

Business

operation

13%

Report from —— |

the Committees Ma[;?rgaetrengeire]g
16% 47%
Corporate

governance
24%
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Report from the Committees

« Reports from the Nominating, Audit, and Compensation Committees

M Average length of monthly regular meetings

In FY2020, we improved the efficiency of the Board of
Directors meetings by providing sufficient explanations

prior to the meetings*
*Change of presenters from the secretariat staff to executive officers and other measures

(Hours)
30—

25—

20—

FY2017 FY2018 FY2019 FY2020

Co rpo rate Governance (Analysis and Evaluation of Effectiveness of the Entire Board of Directors, and the Result)

Analysis and Evaluation of Effectiveness of
the Entire Board of Directors, and the Result
The Company, pursuant to Article 4, Section 7“Board Self-Evaluation” of its
Corporate Governance Guidelines, evaluates the effectiveness of its Board of
Directors (BOD) annually. To evaluate the BOD's effectiveness for FY2020, the
Company first asked all its directors to complete a questionnaire survey and then
reviewed the results, with a focus on addressing the identified issues and the
need to improve the BOD's operation. For FY2019, the Company, in addition to
conducting a self-assessment of the BOD, engaged Japan Board Review (o,, Ltd.,
a third-party assessor, to conduct an impartial and objective evaluation of the
BOD for the first time. The Company intends to retain an independent assessor to
evaluate its BOD every third year.

Self-Assessment by the BOD

Six of the nine BOD members are independent outside directors, two of whom are
women. The BOD comprises a certified public accountant, a scholar, two lawyers,
and other members with a wealth of professional expertise and experience in a
diverse range of fields such as corporate management, finance, and accounting.
BOD meetings convened during FY2020 were chaired by one of these independent
outside directors. Matters to be deliberated at each BOD meeting were proposed
by the Chair, based on an annual plan resolved by the BOD at the beginning of the
fiscal year as well as on the results of each Executive Committee meeting that the
Chair attended throughout the year. Matters deliberated at BOD meetings during
FY2020 consisted of management strategies (47%), corporate governance (24%),
and business operation and others (29%), which reflected the BOD's decision to
spend less time making and approving decisions on specific business actions and
spend more time discussing in depth the Company’s fundamental management
issues, based on the results of the BOD's self-assessment for FY2019. The BOD met
13 times during FY2020. The principle of holding a BOD meeting every month
was appropriate, and the annual plan for BOD meetings incorporated prior input
from its members and covered all bases.

Based on the results of the self-assessment for FY2019, the BOD took up the
following two additional matters for deliberation:

(1) An initiative to meet the requirements of the Digital Governance Code,
established by the Ministry of Economy, Trade and Industry: The BOD reviewed the
DX*' strategy, including defining the Company’s IT Governance Code, and asked
the Company's executive officers to establish key performance indicators (KPIs)
for the code that would drive the Company’s corporate value.

(2) An initiative to meet the requirements of SDGs and implement ESG
(environmental, social, and governance) management practices: The BOD
reviewed the progress of the initiative and asked the executive officers to step up
their efforts to bolster employee motivation through VC21*? activities and address
climate change in the Company's operations.

BOD members held small meetings to discuss important management issues
facing the Company, including defining the direction and approach that the
Company should take to ensure its sustainable growth and increase its medium-
to-long-term corporate value.

For FY2021 and beyond, the BOD intends to exchange ideas with external experts
and have off-site meetings more often to discuss fundamental management
issues, such as how to increase the Group's long-term corporate value, how to

implement initiatives for DX, sustainability, and groupwide governance, and how
to expand the Group's global business.

*1 Digital Transformation
*2 Value Change & Creation 2021: Promotion of a sense of personal ownership
through company-wide bottom-up initiatives

Self-Assessments by the Three Committees

(1) Nominating Committee

The Nominating Committee discussed candidates for next-generation members of
the management team and executive officers. The Committee had no objections
to reappointing the current President and Chief Executive Officer for another term
for FY2021, upon deliberation based on the Process of Reappointing the President
and Chief Executive Officer, which had been established by the Committee. In
reviewing the composition of the BOD, the Committee created and used an
executive skill matrix to define the requirements for professional expertise to be
fulfilled by future BOD members. In reviewing a succession plan for directors, the
Committee established a process for appointing an outside director, based on
which the Committee would narrow down a long list of candidates for directors.
The Committee intends to fulfill its responsibilities more actively by discussing
intensively the composition of the BOD and succession plans for the CEO and
directors and sharing the outcome of deliberation with the BOD.

(2) Audit Committee

The Audit Committee's audit policy for FY2020 was to evaluate the effectiveness
of the Company's reactive and proactive governance as well as its governance
over ESG risks. Based on this policy, the Committee audited the legal compliance,
appropriateness, and efficiency of the ways in which the Company’s directors and
executive officers performed their duties.

To meet the new requlatory requirements for disclosing key audit matters (KAMs)
in the Company's financial statements for FY2020, the Committee agreed with an
independent accounting auditor, following a two-year consultation, regarding the
appropriateness and consistency of disclosing information necessary for investors'
decision making.

Amid the COVID-19 pandemic, the Committee canceled on-site audits of Group
companies outside Japan scheduled for FY2020. The Committee conducted on-
site audits of the Company's two Area Management Headquarters for East Japan
and West Japan as well as nine Group companies in Japan. The Committee and
the two Area Management Headquarters jointly confirmed the effectiveness of
their governance over their associates. In particular, the Committee evaluated

the effectiveness of Enterprise Risk Management (ERM) programs implemented
by these audited units to manage growing business risks brought about by fast-
changing business environments. The Committee also evaluated the progress that
these units were making in implementing LOGISTEED, the Company's medium-
term business concept including DX initiatives, and ROIC-driven management
practices to increase the Group's medium-to-long-term corporate value. From
these evaluations, the Committee identified management issues with each of the
units and offered recommendations for improvement, for which they submitted
plans for proposed actions.

The Committee conducts on-site audits to evaluate the effectiveness of the BODs
of 81 Group companies around the globe, which collectively play a central role

in practicing groupwide governance. The Committee recommends that executive
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officers of each Group company take corrective actions based on the results of
those audits, as well as on reqular audit reports submitted by their corporate
auditors and those submitted by the Company's Internal Auditing Office. Fight
dedicated corporate auditors now exercise governance over major subsidiaries,
which enables them to conduct internal audits more efficiently and effectively
and, in turn, helped enhance the groupwide governance.

The Committee acknowledges that the Group companies’executive officers were
quick to act upon the recommendations offered by the Committee, which indicates
that the effectiveness of audits was at an adequate level. The three auditing
bodies—the Audit Committee, the Internal Auditing Office, and an independent
accounting auditor—worked together and shared information at reqularly
scheduled meetings to identify risks across the Group and improve the quality of
the audits they perform, which ensured the effectiveness and efficiency of the
audits based on the division of roles among the three bodies. The three auditing
bodies have agreed to consider establishing an environment for digital audits to
achieve greater efficiency and comprehensiveness of the audits they perform.
For FY2021, the Committee intends to focus its audits on the following two areas:
(1) verifying that the Group steps up its efforts to disclose information about its
climate change initiatives and to promote greater diversity*> among employees,
both as part of implementing ESG management practices; and (2) verifying that
the Group takes steps to manage greater capital efficiency and allocate human
resources strategically, both as part of its efforts to better manage capital cost,
which is the basis for increasing the Group's corporate value. For FY2021, the

Committee plans to resume on-site audits of Group companies outside Japan,
which were postponed in FY2020, if the COVID-19 pandemic subsides, and to
audit the Global Business Management Headquarters, which oversees the Group's
businesses in North America, Europe, China, and Asia.

*3 Diversity in sociodemographic attributes including gender and age as well as in
skill sets

(3) Compensation Committee

The Compensation Committee resolved to introduce the performance-linked stock
compensation plan for executive officers of the Company and started its operation
from FY2020. The plan links compensation for executive officers more tightly to
the Company's financial performance and equity value to motivate them to make
a greater contribution to the Company's medium-to-long-term financial success
and corporate value, as they share risks with shareholders arising from changes

in the Company's stock price. For the compensation policy for FY2021, the
Committee determines that the Company's compensation level and structure for
its directors and executive officers are appropriate, based on a benchmark analysis
of those offered by other companies of comparable size to their directors and
executive officers, and that its compensation plan is administered appropriately
and stringently.

The Committee intends to achieve greater objectivity and transparency based on
the policy and procedure for determining the amount of compensation for the
Company’s directors and executive officers.

Attendance record of Board of Directors meetings and Committee meetings in FY2020

. . " . . . Number of attendances for
Registration Positions and assignments in the Company in FY2020 the Boar:ii of Dire;\c{tztg; (;metings
uring

'““3?;{'3"'“‘ Miho Aoki 2020 Outside Director AUd omtee 11/11
Sayoko Izumoto 2017 Outside Director AUd mtee cg?"ﬁ:" 13/13
Takashi Nishijima 2020 Outside Director 'g;ggg C%rg:i:n 11/11
Tetsu Fusayama 2016 | Outside Director Bé?"i:g AUd"ee 13/13
Hiroshi Maruta 2015 Outside Director - 13/13
Hajime Watanabe 2020 Outside Director A"d omtee 11/17
Takashisinguji | 2016 et 13/13
vasuoNakatani | 2013 TETEENE T 13/13

*1 Attendance record of the director whose term of office is one year is for the period after the appointment.
*2The colored frames indicate respective Committees with the upper part showing the name of the Committee to which a director belongs or chairs and the lower part showing his/her

attendance records during FY2020.

*3 Attended two Compensation Committee meetings held during the period from April 1, 2020 to the Regular General Shareholders’Meeting on June 23, 2020 as a Compensation
Committee member and four meetings held after that as the Chair of the Compensation Committee.

*4 Total number of meetings of each Committee held during the period from April 1, 2020 to the Regular General Shareholders' Meeting on June 23, 2020. On June 23, 2020, Mr. Urano,
Director, retired from the Chair and a member of the Compensation Committee, and Mr. Fusayama, Director, retired from an Auditing Committee member.
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Co rpo rate Governance (Officers’ Compensation, etc.)

Compensation Committee’s Policy and Process for Determining the Amount of Compensation, etc. of Directors and Executive Officers

As the HTS Group positions officers’ compensation, etc. as one of the important pillars underpinning corporate governance, we have in place the following compensation governance
to ensure that our officers will work toward our brand slogan “Taking on the Future” and our business concept “LOGISTEED" under our corporate philosophy and operate the
compensation program according to our basic policy on the compensation plan for officers to deliberate and decide their compensation, etc.

M Compensation Governance

@ Operation policy, etc. for the Compensation Committee

We are in compliance with the Companies Act pertaining to a company with a

Nominating Committee, etc, and stipulate rules on the Compensation Committee

as follows.

Functions of the Compensation Committee

The Compensation Committee is responsible for determining details of

compensation, etc. of each director and executive officer and shall have the

authority of the followings:

- Determine the policies to determine the details of compensation of each director
and executive officer

« Select the member of the Compensation Committee who can convene the Board
of Directors

« Select the member of the Compensation Committee who reports on the
execution of duties by the Committee to the Board of Directors

« Determine the matters delegated by the General Shareholders' Meeting to decide

« Other matters stipulated by laws and requlations

Size and composition of the Compensation Committee

The Compensation Committee consists of more than three members selected

from directors by a resolution of the Board of Directors, with the majority being

outside directors.

Operation of the Compensation Committee

« Details of compensation are determined at the level commensurate with the
ability and responsibilities required of the Company’s officers, taking into account
the compensation level of other companies.

« The Compensation Committee reviews the above policy on a regular basis.

In determining details of compensation, etc. for each director and executive

officer of the Company, the Compensation Committee deliberates appropriately

based on objective, necessary and sufficient information including recent status

of the officers’compensation, point of discussion, and other companies'plans

while collecting information and seeking advice from external compensation

consultants on the basic policy, compensation structure, performance-linked

compensation scheme, and individual payments, etc. of our compensation plan

for officers. We hire Willis Towers Watson as the external compensation consultant.

@ Activity Status of the Compensation Committee in Determining
the Compensation Amount for the Recent Fiscal Years

The composition of the Compensation Committee during the process to determine

the compensation amount for the recent fiscal years is as follows:

Three members (including two outside directors)

Compensation Committee Chair (outside director) Ms. lzumoto, Director
Compensation Committee Member (outside) Mr. Nishijima, Director
Compensation Committee Member (inside) Mr. Nakatani, Director, Representative
Executive Officer, President and Chief Executive Officer

The Compensation Committee meetings to determine the compensation amount
for the recent fiscal years were held five times in December 2019, March, May,
and June 2020 and May 2021, with the Chair and all members attending in all
meetings (attendance rate: 100%).

For director compensation, etc. for FY2020, the Compensation Committee
deliberated and determined compensation, etc. for each director on June 23, 2020
in accordance with the determination policy, established by the Compensation
Committee on December 25, 2019.

For executive officer compensation, etc. for FY2020, the Compensation Committee
deliberated and determined compensation, etc. for each executive officer on
March 26, 2020 and performance-linked compensation for each executive officer
on May 20, 2021 in accordance with the determination policy, established by the
Compensation Committee on December 25, 2019.

M Compensation Program

@ Basic policy on the compensation plan for officers

Our basic policy on the compensation plan for officers is as follows:

- Ensure that the plan is designed to reflect the evaluation for the Company’s
social position while always keeping in mind the corporate philosophy “to
deliver high-quality services that will help make the world a better place for
people and nature for generations to come”

- Ensure that the plan is designed to reflect the evaluation for aggressive
challenges to create “new value”and realize “dynamic growth”based on Smart
Logistics and collaborative innovation strategies under our business concept
“LOGISTEED"

« Ensure that the plan is designed to appropriately reward highly capable
management personnel who can contribute to the Company’s sustainable
development and an increase in long-term corporate value

« Ensure that the plan is designed to motivate officers to achieve performance
targets, reflect potential risks associated with efforts for such achievement and
function as a sound incentive toward the Company’s sustainable growth

« Ensure that the plan is designed to encourage the management to work
together toward increasing corporate value and achieving the targets of the
company-wide strategies

@ Policy on the determination of the composition ratio of
performance-linked compensation and other compensation
We determine the composition ratio of performance-linked compensation and
other compensation in accordance with the basic policy on the compensation
plan for officers. In determining the composition ratio of performance-linked
compensation and other compensation, we benchmark our compensation
levels against those of peer companies with similar business size based on the
“management compensation database” compiled by the external compensation
consultant every year to verify the appropriateness of our compensation levels
and then determine the compensation levels, etc. for officers commensurate with
the ability and responsibilities, etc. required for each position.
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Director compensation, etc.

Director compensation levels are comprised of basic compensation which is fixed
monetary compensation. Basic compensation reflects factors such as full-time or
part-time service and position and is determined based on the deliberation at the
Compensation Committee and is paid at a certain time every month.

Directors who also serve as executive officers do not receive additional
compensation, etc. as directors.

Executive officer compensation, etc.

Executive officer compensation levels are comprised of a combination of basic
compensation and performance-linked compensation (annual bonus and

stock compensation) as shown below, and determined by reflecting executive’s
performance review in a base amount commensurate with his/her position. Basic
compensation is paid at a certain time every month, and annual bonus is paid
0nce a year at a certain time, and stock compensation is paid at a certain time
after the evaluation period of three fiscal years.

Overview of composition and payment method of compensation

Basic compensation Performance-linked compensation
Comp;)fs Lo Annual bonus Stock compensation
compensation (onsolidated | Division | Individual | Relative
performance | missions | missions TSR
Payment
) Cash Share + Cash

The composition ratio of executive officers' compensation, etc. by type reflects
the level of management responsibility with higher ratio of performance-linked
compensation for senior officers.

The table below shows the ratio of each compensation element by position with
basic compensation being 100. The ratio of performance-linked compensation
is calculated using the standard amount assuming a 100% achievement of the
Company’s performance targets.

Ratio of each compensation element

Performance-linked . i
Basic compensation Basic compensgitlon:
T Performance-linked
P Annual Stock compensation
bonus compensation
President 100 50 50 100:100
Executive vice on.
president 100 40-41 40-41 100:80-82
Senior vice
president/Vice 100 30 30 100:60
president
Executive Ao
officer 100 34-38 14-16 100:48-54

The ratio of performance-linked compensation is calculated using the standard amount
assuming an achievement of the performance targets.

@ KPIs for performance-linked compensation, reasons for selecting
KPIs, and method to determine the compensation amounts
Annual bonus

Annual bonus s linked to the achievement level of the consolidated performance
targets, division missions, and individual missions for a single year. KPIs and reasons

for selecting them are as follows. In evaluating the performance, the payment rate is
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calculated based on the achievement level of the targets which are determined at the
beginning of the fiscal year after the deliberation and verification for appropriateness

by the Compensation Committee, and the amount calculated using such payment rate
is assessed and finalized at the Compensation Committee held after the year-end. The
payment rates based on the respective evaluation of the elements linked to consolidated
performance, division missions, and individual missions fluctuate independently
between 0 and 2 times, and the amount of annual bonus fluctuates between 0% to
200% of the standard amount determined for each position for a single year.

Composition of annual bonus and KPls
Elements | Eligible officers KPls

Reasons for selection

Because itis a financial indicator of

Revenues for a single year -
giey the business scale

Consolidated | All executive — —
performance | officers Because it is a financial indicator of

Adjusted operating income the results from the main business

for asingle year*!

activities
Revenues of the division in
o Executive officers | Charge for asingle year
LI in charge of profit | i -,
missions georp Adjusted operating income
centers

of the division in charge for
asingle year*'

Because they evaluate
Indicators, etc. that donot | management efforts that do not
show up on the financial | show up on the financial results,
results, etc. such asimprovement of the
Company’s social position

Individual | All executive
missions officers

*1 Calculated as "Adjusted operating income=Revenues - Cost of sales - Selling, general
and administrative expenses”

Stock compensation

Stock compensation aims to raise executive officers'awareness to contribute to
improving medium-to-long-term performance and corporate value by clarifying
the relationship between their compensation and the Company’s performance
and equity value to let them share benefits and risks associated with stock price
movements with shareholders.

For the evaluation period of three consecutive fiscal years from FY2020 to FY2022,
officers are granted the base points (1 point = 1 share) calculated as the standard
amount determined for each position divided by the Company’s stock price in

the trust before the start of the evaluation period (average of the closing prices

in March), and such number of the Company’s common stock as is calculated by
multiplying the base points by the share grant ratio reflecting the performance
evaluation (the “Company’s Share”) are granted after the evaluation period. When
the Company’s Share is granted, approx. 50% of them are sold at the stock market
to secure cash for tax payment, and the proceeds will be paid.

Evaluation period

FY2020  FY2021  FY2022  FY2023  FY2024  FY2025
1 1 | L

l Performance evaluation period ), @ Grant share
T A T T 1
1 1 1 1 ] 1
Grant points | Performance evaluation period )| @ Grant share
1 ] A 1 ] ] 1
] Grant points | Performance evaluation period >: @ Grant share
: : A :
' Grant points ’

Performance evaluation indicators are the Company’s TSR/TOPIX growth rate
and consolidated ROE (ratio of net income to equity attributable to stockholders
of the parent company). The reason for selecting these indicators is that the

Company’s TSR/TOPIX growth rate directly reflects the result of our efforts to
create corporate value, and consolidated ROE is one of our important indicators

of our management strategies with the target of over 10% for FY2021 included
in the Mid-term Management Plan “LOGISTEED 2021." For the evaluation based
on consolidated ROF, a three-year average value is used to evaluate our corporate
management which aims to maintain and improve efficiency continuously. A
50% evaluation weight is given to each of the Company’s TSR/TOPIX growth rate
and consolidated ROE for all positions.

For performance evaluation, based on the incentive curve of each indicator
determined by the Compensation Committee at the beginning of the evaluation
period, the Compensation Committee evaluates and finalizes using the share grant
ratio calculated based on the achieved results after the three-year evaluation
period is over. For executive officers retired during the evaluation period,
adjustments are made depending on the reason, considering their tenure during
the evaluation period, subject to the deliberation at the Compensation Committee.

The calculation methods for the Company’s TSR/TOPIX
growth rate and incentive curves

The calculation methods for the Company’s TSR/TOPIX
growth rate and incentive curves are as follows:

The Company’s TSR/TOPIX growth rate (%)
=The Company’s TSR (%)*?/ TOPIX growth rate (%)**

(Rounded to the nearest percent)

*2The Company’s TSR (%) = (B+C)/A (rounded to the nearest percent)
A: Average closing price of the Company’s stock at TSE in May 2020 (rounded down to
the nearest yen)
B: Average closing price of the Company’s stock at TSE in May 2023 (rounded down to
the nearest yen)
C:Total dividend amount per share of the Company’s stock from April 1, 2020 to March
31,2023

*3TOPIX growth rate (%) = E/D (rounded to the nearest percent)
D: Average closing value of TOPIX at TSE in May 2020 (rounded to the nearest point)
E: Average closing value of TOPIX at TSE in May 2023 (rounded to the nearest point).
For the purpose of this calculation, we will apply the criteria before the transition to
the new market segments scheduled in 2022 to ensure consistency at the beginning
and end of the evaluation period.

Share grant ratio
150% T

100% +

Approx. T
41.7%
The Company’s TSR/
TOPIX growth rate

0%

0% 50% I 120% 180%

The performance target for the Company’s TSR/TOPIX growth rate is set at 120%,
and when it is achieved, the share grant ratio is 100%. If the Company’s TSR/
TOPIX growth rate is 180% or more, the share grant ratio is the maximum of
1509%, and if less than 50%, the share grant ratio is 0%.

Incentive curve of consolidated ROE
(Average consolidated ROE for the period from FY2020 to FY2022)
The incentive curve of consolidated ROE is as follows.

Share grant ratio
150% T

100%

Consolidated ROE
(average of three years)

20% +

8% 0% 2%

The performance target of consolidated ROE (average of three years) is set at 12%,
and if it is achieved, the share grant ratio is 100%. If consolidated ROE (average

of three years) is over 12%, the share grant ratio is the maximum of 150%, and if
8% or less, the share grant ratio is 0%.

Compensation amount of directors and executive officers

M Relationship between actual compensation and performance

@ Total compensation amount by officer category
and total amount by type of compensation

Total compensation amount by officer category and total amount by type of

compensation for directors and executive officers are as follows:

Total amount by type of compensation, etc. (Million yen)

Total amount of
Officer category  |compensation, etc. Fixed Performance- Retirement Non-mnn_etary‘
d

(Million yen) | compensation linked benefits tndudedin m°a|

Number of eligible
officers (person)

Directors (excluding
outside directors)

Executive officers 674 462 212 — 31 18
Outside directors 103 103 — — — 9
(Note)

1.The number of eligible officers for directors'compensation, etc. excludes two directors
who serve concurrently as executive officers.

2.The compensation is based on the resolution at the Compensation Committee for
compensation for FY2020 of directors and executive officers who served from April 1,
2020 to March 31, 2021.

3. There are no directors or executive officers with total consolidated compensation, etc.
exceeding 100 million yen.

4.The detail of total non-monetary compensation, etc. for executive officers is 31 million
yen of performance-linked compensation.

@ Targets and results of KPI related to performance-
linked compensation of the recent fiscal years
Performance-linked compensation of the recent fiscal years is comprised only of
annual bonus.
The Compensation Committee deliberated and determined individual annual
bonus amount based on the achievement level of FY2020 targets for revenues
and adjusted operating income, which are consolidated performance indicators
for annual bonus, in comprehensive consideration of the achievement level of
division missions and individual missions. Targets and results of revenues and
adjusted operating income for FY2020 are as follows:

Targets (initial plan)

Revenues: ¥651.0 billion (YoY -3%)
Adjusted operating income: ~ ¥31.5 billion (YoY -6%)
Results

Revenues: ¥652.38 billion (YoY -3%)

Adjusted operating income: ~ ¥36.711 billion (YoY +109%)

M The reason why the Compensation Committee concluded
that the details of individual directors and executive
officers’ compensation for the recent fiscal years comply
with the policy on the determination of compensation
amount, etc. of directors and executive officers

The Compensation Committee concluded that its decision is in compliance with
the determination policy as the Committee assesses the compensation amount of
individual directors and executive officers based on a comprehensive deliberation,
including consistency with the determination policy.
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Compliance/Information Security

/1

Compliance

In order to ensure management in compliance with laws and
requlations, the HTS Group has put in place a system to clarify
compliance functions and set a compliance basic policy, including
matters concerning anti-corruption, to be observed by all officers and
employees, to ensure thorough compliance with laws and regulations,
company rules, and corporate ethics. We have also established "HTS
Group Code of Conduct” defining how all officers and employees
should act in their daily operations as it is vital for the entire group not
only to comply with laws and regulations, including anti-corruption
laws and competition laws, but also to act in accordance with
corporate ethics in order to meet trust and expectations of the society.

M Compliance education

To build a solid corporate culture that will not accept any compliance
violations, we provide rank-based group trainings for compliance
education targeting new employees, young employees, new
assistant mangers/managers, and new directors of domestic group
companies, in addition to e-learning for all employees including
officers, for the purpose of deepening understanding of anti-
corruption laws, warehousing business law, etc. We also have training
programs tailored to the business of group companies and the
training sessions travelling around sites by the Legal Department.

M Procurement compliance education

To ensure fair procurement activities, we provide e-learning for
procurement compliance targeting all employees, as well as special
e-learning and group trainings on a regular basis for those engaging
in procurement in domestic and overseas group companies.

Number of companies implementing education for those engaging in procurement (FY2020)

Domestic: 1 9 companies Overseas: 35 companies

M Whistle-blowing system

The Group has established a whistle-blowing system
with internal and external points of contact for reporting,
which allows employees and other stakeholders to report
illegal and/or inappropriate actions without hesitation in
order to detect and correct them early on.

@ Whistleblowing Compliance Management Whistleblowing
. Compliance
System (WCMS) certification w Management

In June 2021, we become a registered System
company of "Whistleblowing Compliance Management System certification (self-
declaration of conformity registration system)"under the jurisdiction of Consumer
Affairs Agency of Japan. We will continue to strengthen our compliance system.

sZ1"\ HTS Group Code of Conduct (Japanese version only)
37/ https://www.hitachi-transportsystem.com/jp/
profile/policy/pdf/koudoukihan.pdf

71"\ For details of compliance information, please visit our website.
27/ https://www.hitachi-transportsystem.com/en/
profile/csr/governance/compliance/
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Information Security

We recognize that the highest priority is to properly manage and protect
information assets of customers and the HTS Group, and accordingly the
entire Group has been promoting the preparation of internal rules as
well as education and awareness activities for employees. As part of our
efforts to prevent information leakage and maintain a high-level security,
we revise the internal rules in keeping with changes in social conditions
and the overseas trend regarding personal information protection and
confirm the management and operation status of personal information
protection and information security. We are also enhancing governance
across the entire Group and working on education and simulation
trainings for targeted threat emails for employees, responses to GDPR* in
EU and other relevant laws in other countries, and personal information
protection in Japan and overseas, in an effort to maintain and bolster
security levels to provide safe and secure logistics services to customers.

* GDPR (General Data Protection Regulation): A regulation established by EU to
protect personal data and privacy, which imposes severe restrictions on the
handling of personal data (processing and transfer) by companies and organizations.

I Education and training for personal information protection/information security
In addition to e-learning for all employees, we provide rank-based group
trainings for information security education targeting new employees, mid-
career employees, and assistant managers/managers. Simulation trainings
to cope with targeted threat emails are also conducted every year.

100
9.6+

Attendance rate of information
security training course (FY2020)

Scope: HTS, domestic/overseas group companies

Rate of targeted threat emails for
simulation trainings opened (FY2020)

Scope: HTS, domestic group companies

M Acquisition and maintenance of third-party certification
@ Privacy mark/Information Security Management System (ISMS)
HTS and its domestic group companies have acquired the
Privacy Mark certification which certifies that a business operator
has established a system to take appropriate measures to protect
personal information. We have also acquired I1SO/IEC 27001
which is an international standard certifying that an information
security management system satisfies certain criteria.

Privacy mark acquisition status at HTS and its 1 2
domestic group companies (as of March 31, 2021) companies

ISMS Certification*® 2 6
departments

(As of March 31, 2021)
*Scope: Sales, design, development and logistics center operation in 3PL business (medical,
medicine, pesticide, document management, information communication equipment)

M Customer privacy
In FY2020, there were no complaints filed for the violation
of customer privacy.

sZI"\ For details of information security, please visit our website.
37/ https://www.hitachi-transportsystem.com/en/
profile/csr/governance/riskmanagement/

Risk Management

The HTS Group strives to manage risks that are difficult to foresee and require company-wide countermeasures by
sharing risk recognition, visualizing risks, selecting priority risks and examining relevant measures, with an aim to increase
corporate value and achieve sustainable growth.

M Definition and classification of risks
The HTS Group defines risk as “the influence of uncertainty about our objectives and the possibility to influence the
achievement of our strategy and business goals when an event occurs!
We classify recognized risks as follows based on their type (strategic or pure) and factor (internal or external) to select “priority
risk”that are highly likely to occur and have material impact and focus on discussing countermeasures against them.

Strategic risks

implementation of the growth strategy that
takes into account customer and business
environment (human resources and assets)

environment (politics, economy, laws and
regulations, technological innovation, and climate
change) and may impede the growth strategy

Internal factors External factors Gro.u.p S
policies
Growth risk D Environmental change risk
Risk factors that may impede Risk factors that result from changes in external Aggressively

take risks to
pursue growth

B Operational risk

D Hazard risk

: , . Hedge risks
. Risk factors that result from inadequate Risk factors beyond our control that to minimize
Pure risks or failure of internal process, human result from external events and may potential
resources or systems impede business continuity by causing losses
damage or harm
Grqups Prevent risks from occurring Implem.ent qamage control
policies assuming risks may occur

B The HTS Group's risk management system
The HTS Group manages risks by appointing a Risk owner*' and a Risk manager*? for each risk factor.
When creating an annual budget, risk items are identified and their quantification and responses are discussed, and risk
owners or risk managers report the status of relevant risk items to the Executive Committee and also to the Board of

Directors and the Audit Committee when necessary, in order to ensure effectiveness of Enterprise Risk Management (ERM).

*1 Risk owner: A person in charge of discussing risk responses and monitoring/supervising the implementation of measures.
*2 Risk manager: A person in charge of addressing risks in cooperation with a Risk owner and promptly implementing relevant measures.

Response to large-scale disasters

With respect to the risks associated with natural disasters and infectious diseases which occur frequently in
recent years, the Group has implemented countermeasures to fulfill its responsibilities in dealing with them
based on the BCP policies and measures determined by the Business Continuity Management Committee
(BCM), chaired by the President and CEO, with an aim to continue its business operation and provide high
quality services to our customers even when faced with these risks.

71\ As for disaster preparedness measures and business continuity management/BCP promotion system, please visit our website.

+%/ https://www.hitachi-transportsystem.com/en/profile/csr/governance/riskmanagement/
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Foundation Supporting Value Creation )

Risk Management

M Risk factors and the implementation status of our measures (priority risks)

D Growth risk

Risk factors

Description of risk/opportunity

Impacts when risk occurs

Group'’s measures

Concentration /
dependence on
specific customers

M Risk

« Impact on business results and continued employment by losing
projects

« Impact on the HTS Group business of customers’ performance
fluctuations and business reorganizations

H Opportunity

- Efficient business expansion and able to take advantage of scale

« Sharp drop of revenues and profit due to poor
performance or bankruptcy of customers
and a significant increase in liabilities due to
uncollectible accounts receivable

« Downsizing of the business base

« Account management through enhanced interdivisional
collaboration

« Monitor customers'business condition

« Monitor the movements of peer companies

- Establish and monitor credit limit

« Perform periodic review of customer dependency

- Allocate management resources to non-core businesses

Changesina
business model
(technological
innovation, etc.)

M Risk

- Obsolescence of existing services and business models due to rapid
development of IT and other digital technologies

- Obsolescence of existing technologies due to failure to promptly
deal with digitalization and introduce new technologies

[l Opportunity

« Acquisition of growth opportunities through the development of
revolutionary technology

+ Loss of competitive advantages in the logistics
industry

+ Decrease in competitiveness due to delayed
response to digitalization

- Develop new services and business models through collaborative
innovation with business partners

« Collect information on new business models including new
technologies and different industries as well as benchmark other
companies

« Promote cooperation among industry, government, and academia
as well as open innovation

« Reinforce human resources with [T/digital skills

Securing human
resources

M Risk

« Difficulty in securing excellent human resources due to aging
population combined with a declining birth rate and intensifying
competition in the labor market

« Loss of momentum for promotion of diversity management which
enables diverse employees to participate in the workplace

H Opportunity

« Acquisition of new expertise and creation of new businesses

+ Stagnation of the business
« Decrease in market competitiveness
« Slowdown in corporate growth

« Secure human resources with global, digital, and management
capabilities according to the business strategy (Enhance recruiting
and establish a compensation system)

« Enhance in-house training programs to foster and educate human
resources

« Perform human resource retention control (Create a pleasant
working environment)

Decrease in new
orders received and
failure to acquire
orders in existing
projects

M Risk

« Difficulty in acquiring new orders due to intensifying competition
and market shrinkage

« Failure to acquire orders in existing projects due to a bidding
system, etc.

« Failure to launch a new project

« Business plan mistakes

[l Opportunity

« Business expansion with new orders, and acquisition of new expertise

- Decrease in market competitiveness

- Growth slowdown due to a decline in customer
trust

« Decline in profit margin due to unprofitable
businesses

- Enhance monitoring through wider use of the phase-gate process
management

«Visualize and share customers'risk information

- Visualize and share information on orders received and not received

- Understand trend, analyze potential impact on businesses, and
develop/implement responsive plans

D Environmental change risk

Risk factors

Description of risk/opportunity

Impacts when risk occurs

Group'’s measures

Sharp increase in
cost

M Risk

« Increase in procurement costs (fuel, car allocation expenses, and
labor costs)

H Opportunity

« Decrease in procurement costs

« Deterioration in profitability due to failure to collect
adequate fee corresponding to the increase in cost

« Negative impact on business continuity due to
shortage of human resources and vehicles, etc.

[l Reference

Outsourcing costs/labor costs in FY2020

« Outsourcing costs: 316.5 billion yen

« Labor costs: 157.5 billion yen

« Build close relationships with partner companies
« Optimize fees based on the movements of competitors
« Efficient management by promoting digitalization

Sharp fluctuation of
exchange rates

H Risk

« Exchange loss

« Negative impact of translation of business results of overseas
subsidiaries into Japanese yen due to sharp fluctuation of exchange
rates

H Opportunity

- Exchange gain

« Positive impact of translation of business results of overseas
subsidiaries into Japanese yen due to sharp fluctuation of exchange
rates

+ Decrease in profit due to exchange loss (items
below EBIT in the income statement)

- Decrease in revenues and profit due to negative
impact of translation of business results of overseas
subsidiaries into Japanese yen

[ Reference

Ratio of global business in revenues and adjusted

operating income in FY2020: Revenues: 33%

Adjusted operating income: 28%

- Concentrate exchange risks (centralize transactions such as forward
exchange contracts and currency options in the head office)

- Enter into hedge transactions including forward exchange contracts
with financial institutions

- Maintain a balance of foreign currencies and continue investment
in time deposits

Climate change

M Risk

« Impact on realization of sustainable society

« Rise in greenhouse gas emissions price

« Increase in extreme weather events such as cyclones and flooding

«Increase in the average temperature

H Opportunity

- Use of more efficient transportation modes and production and
distribution processes

- Ability to diversify business activities

« Alternative/diversified resources

«Increase in tax burden related to climate
change and cost increase due to tightening or
introduction of regulations on greenhouse gas
emissions

« Stagnation of the logistics business due to
intensifying extreme weather

« Establish an environmental management system and promote
relevant activities

« Strengthen alliance with collaborative innovation partners
to achieve the medium-to-long-term environmental targets
(procurement of renewable energy, introduction of advanced
eco-friendly vehicles, energy-saving buildings and facilities, and
recycling)

« Develop decarbonizing solutions (visualization of C0; emissions)
and promote green logistics
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Risk factors Description of risk/opportunity Impacts when risk occurs Group’s measures
Loss of human M Risk - Fall of governance and business operation « Realize diversity and inclusion and a work-life balance through use
resources and « Loss of human resources due to a mismatch between the personnel | ability due to loss of human resources of a broad range of human resources
diversified working- | measures and employees'desire - Decrease in market competitiveness and - Appoint human resources and provide career education based on a
style « Loss of human resources due to delayed response to diversified slowdown of corporate growth due to loss of succession plan

working-style, and difficulty in securing human resources
« Increase in turnover due to the mobilization of human resources
[l Opportunity
« Secure diversified human resources including highly-skilled
personnel and those from different industries, etc.

human resources

« Improve moral/motivation through periodic interviews at
workplace

« Support active participation of female, elderly, or disabled
employees in the workplace

« Conduct employee surveys and strengthen employee engagement

- Secure excellent human resources by implementing group common
in-house training programs

« Further promote teleworking

[¥ Future consideration

« Develop a succession plan and appoint and foster human resources
based on the plan

« Offer opportunities and occasions for growth (talent management
and education)

« Introduce a job-oriented compensation system that reflects “roles/
responsibilities” and “achievements”

} Operational risk

Risk factors Description of risk/opportunity Impacts when risk occurs Group’s measures

Occurrence of M Risk - Compensation for losses caused by accidents | « Develop and implement a facility maintenance plan

incidents « Occurrence of industrial accident, fire, vehicle or product accidents | or fire to products or the affected people, and | « Establish an initial response and reporting system in case of an
payment of damage compensation to the accident, and conduct drills
affected people - Share lessons, insights, and good examples within the Company

« Decrease in revenues and profit due to decline | « Create safety workplaces by introducing safety technology (SSCV,

in customer and social trust etc)

Compliance M Risk « Impairment of corporate value due to decline in | « Establish the HTS Group Code of Conduct and educate all employees

violations «Violation of overtime regulations, etc. social trust « Introduce a whistle-blowing system

(violation of the - Disagreement with the authority on the interpretation of equal pay | « Decrease in revenues and profit due to decline | « Conduct investigation and education by legal divisions in each

labor law, bribery, | forequal work in customer and social trust region

infringement on « Violations of laws and regulations such as bribery and competition law - Establish a structure to manage an attendance management

human rights, etc.) | - Deviation from social norms system

« Information leakage

« Infringement on human rights including harassments, child labor,
and low wage labor

« Infringement on intellectual property rights

« (larify wage calculation method
- Establish a specialized IP division and educate all employees

Deterioration in
service quality

M Risk
« Loss of customer trust
« Deterioration in service quality and delays in delivery, etc.

- Decrease in revenues and profit due to decline
in customer and social trust

- Compensation for losses such as reimbursement
due to the incidents

- Manage KPIs by quality control divisions

+ Quality control through process management

« Conduct monitoring based on the internal control system, perform
audit, and enhance support

System failure

M Risk

« Significant delay in work or suspension of operations due to power
outage or system failure caused by natural disasters

« Significant delay in work or suspension of operations due to system
failure at external service providers

« Delay in operations due to deterioration of system response

- Compensation or penalty for customers’
opportunity loss due to delay in work

- Impairment of corporate value due to decline in
social trust

- Decrease in revenues and profit due to decline
in customer and social trust

- Expenses related to recovery or renovation

« Introduce redundant system

« Prepare alternative means in case of failure

- Strengthen backup measures for system recovery and conduct on-
site training

« Implement measures for each service used and BCP

n> Hazard risk

Risk factors Description of risk/opportunity Impacts when risk occurs Group’s measures
Severe disasters M Risk « Decrease in revenues and profit due to impacts | « Assess business interruption risk in each region
and global « Damage to employees on business (e.g. shutdown) « Develop BCP (business continuity plan) for early business recovery
expansion of « Disruption of logistics network « Restoration cost and impairment of assets (including prior consultation with customers and business partners)
infectious disease | - Damage to the Group’s assets (e.g. buildings and facilities) and ¥ Reference - Establish rules for information collection and work regulations as a
(pandemic) customers' products (OVID-19 impact in FY2020 (YoY) global organization in case of pandemic
« Revenues: -¥25.6 billion « Carry out BCM (business continuity management)
« Adjusted operating income:
-¥5billion
Threat to capital M Risk « Decline of initiative of the current management | « Increase corporate value to grow market capitalization
« Changes in capital policies of major shareholders - Impact on corporate value of material changes | « Active communication with shareholders
« Change of control as a result of acquisition of large number of the in capital structure « Invest in growth opportunities
Company’s shares by a specific investor « Increase shareholder returns
Loss/leakage of M Risk «Impairment of corporate value due to decline in | « Strengthen the information asset management through internal
information « Loss or leakage of data such as customer information due to an social trust audit and in-house trainings, etc.

information security incident, cyberattack or large-scale system
failure

- Decrease in revenues and profit due to decline
in customer and social trust

« Restoration cost

« (laims for compensation damages from
customers

- Establish and disseminate information security rules

« Build a system to deal with cyberattacks and reqularly update the
technology

« Increase frequency of monitoring including audit

<71\ As for risk factors other than priority risks, please visit our website.
17/ hitps://www.hitachi-transportsystem.com/en/profile/csr/pdf/htsgroup_riskfactor.pdf
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Foundation Supporting Value Creation )

HTS Group Sustainability

At the HTS Group, we are all about treating people
and nature with great respect. In this connection, our
fundamental policy is to do our part to help create an
affluent society through fair business practices, as we
boost our value for all of our stakeholders.

HTS Group's Stakeholders

The HTS Group manages and maintains its business
activities through interaction with our broad array of
stakeholders including customers, shareholders, local
communities, and local administrations.

Basic CSR Policy

Under the corporate philosophy, the HTS Group
promotes activities in line with the Basic CSR Policy
with an aim to realize a sustainable society through
communication with our various stakeholders and
integrate sustainability and management. As part of
this cycle, we will also promote active disclosure of ESG
(Environment, Social and Governance) information and
contribute to achievement of SDGs in cooperation with
our various stakeholders.

Sustainability Promotion Structure

In order to promote sustainability on a group-wide

level, the Group has set up the “Sustainability Promotion
Committee,’ chaired by Senior Vice President and
Executive Officer, General Manager of Corporate Strategy
Office, and holds meetings regularly.

Recognition of Social Responsibility: Material Issues
Taking into consideration opinions of external experts,
we understood and prioritized social/environmental
issues and expectations to identify material issues in 2017
after assessment and examination for adequacy by CSR
Promotion Committee (predecessor of the Sustainability
Promotion Committee) and the management, as well

as approval of the Executive Committee. With the
recognition of the identified material issues as the social
responsibility that the HTS Group should fulfill, we
promote effective activities toward solving social issues.

Identification process

Step 1: Understood issues
With reference to global common standards including Global Reporting
Initiative (GRI) guideline, 1SO26000, UN Global Compact, SDGs, and
priority issues in transportation sector by ESG rating agencies, we created
a list of 73 items of relevant environmental, social and economic issues.
Step 2: Prioritized issues
We evaluated “impact on society”and “impact on the HTS Group's
business” of the 73 issues on the list on a scale of one to five through
workshops with external experts and mapped them in a matrix. Then,
we categorized items with high impact into 15 proposed material issues.
Step 3: Validated and identified
After those 15 proposed material issues were assessed and examined for
adequacy by CSR Promotion Committee and the management, taking
into consideration opinions of external experts, they were identified as
the Group’s material issues with an approval of the Executive Committee.

Hitachi Transport System, Ltd.  Integrated Report 2021
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) AR hareholders/ é(

Investors‘
’I HTS Il Local

EmplOyeeS Group Community

Business
partners

Recognition of
Social Responsibility
Material issues

\

Review and improve activities Corporate Activities
through proactive communication Four objectives
and stakeholder engagement

H

7/

Properly recognize Review and Identify relevant issues,
social and environmental Improve

issues and expectation and act on them

President and
Chief Executive Officer

Executive Corporate Strategy Office S .
Committee Sustainability Promotion Department | (>€Crefariat

[Sustainability Promotion Committee]
Environment, Safety, Quality, Human Resource, Administration,
Procurement, Legal, Risk, Information Security, Finance, Corporate
Strategy, Public Relations, Digital Promotion, Business Improvement,
Business M Higashinippon Area M:
Nishinippon Area M Global Business M

(Chair of Sustainability Promotion Committee
(Senior Vice President and Executive Officer,
General Manager of Corporate Strategy Office)
Deputy Chair of Sustainability Promotion Committee
(Deputy General Manager of Corporate Strategy Office)

Material issues

« Social
Safe and healthy work environment (occupational Health and Safety)/
Social and environmental responsibility in supply chains (socially
responsible procurement)/New technologies (creating/utilizing
innovations and cutting-edge technologies)/Diversity and employee
development/Job creation (promoting employment in the local
community)/Dialog with employees (labor-management relations,
collective bargaining)/Respect for human rights (addressing global
human rights issues)/Quality and safety (service quality and safety)/
Environmentally and socially responsible logistics services

« Environment
Carbon (decarbonization)/Stopping pollution/Renewable energy (use of
clean energy)

- Governance
Compliance/governance/BCP <including climate change adaptation>/
Information disclosure (operational transparency)

act on our business

establish priorities for addressing issues,

Corporate Activities: Four Objectives

To decide specific activities for the issues that we should address with priority, we developed four objectives based on
the material issues with CSV viewpoint. In FY2018, the HTS Group set specific themes and relevant KPIs for each objective,

based on which we are strengthening our initiatives using PDCA cycle since FY2019.

= P.77-78

Values created through the initiatives

Business value Social/Environmental value  Closely related SDGs

Four objectives
Objective 1
(SV viewpoint 1 —*| Pursue Next-generation

Reconceiving needs, products, e bl

« Market cultivation with new « Improvement of convenience
business models « Reduction in energy
« Reduction in business costs consumption

I
o=
« Reduction in waste of rew materials |77 @@

and customers

(SV viewpoint 2

Objective 2
—» | Enhance Occupational
Safety and Productivity

« Reduction in business costs = Solution of labor shortage =
« Stable business operations ~ Job creation for diverse human @'

. Common
« Increase in employee resources inall
engagement « Reduction in transportation costs objectives

« Trafficand road safety

Redefining productivity in the
value chain Objective 3

| »| Ensure Excellent Quality
and Resilience

« Expansion of business « Disaster prevention and

« Stable business operations ~« Reduction in environmental load (==
opportunities reconstruction support for local e
community

!

(SV viewpoint 3

. jective 4
Improving the local and Reali Ob'J)ECt eb ized
regional business environment —» | healize Uecarbonize

Business Processes

« Reduction in business costs ~ Reduction in environmental load
« Reduction in compliance costs

Review and Improvement: Information Disclosure and Communication

We review and improve our activities through disclosure of ESG information and dialogues with stakeholders based on
objectives. By repeating a cycle of Basic CSR Policy, we will promote effective activities toward a resolution of social issues

and facilitate integration of sustainability and management.

Contribution to SDGs

SDGs are 17 universal goals for the international
community to be attained by 2030, and the HTS Group
is fully aware of the importance of achieving the SDGs.
Among 17 goals of SDGs, the following eight goals are
especially relevant to our objectives. We will work to do
our part in achieving these SDGs as we move into high
gear to reach our objectives.

SDGs closely related to four objectives

GENDER
EQUALITY

DECENT WORK AND
ECONOMIC GROWTH

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

T Swoomones

12 RESPONSIBLE 13 CLIMATE
CONSUMPTION ACTION
AND PRODUCTION

A | 0| O &

SUSTAINABLE ™ "
DEVELOPMENT ‘«..SALS

'I 7 PARTNERSHIPS
FOR THE GOALS

Participation in International Initiatives

In 2020, the HTS Group signed the “UN Global Compact
("UNGC") advocated by the United Nations. The UNGC

is a voluntary initiative to participate in creating a global
framework for the sustainable growth. Participating
companies and organizations are required to support

the ten principles related to protection of human rights,
elimination of unfair labour, response to environmental
issues and anti-corruption, and take actions in their business
activities. To contribute to the
realization of a sustainable
society, the Group strives to
comply with the ten principles
by using various insights and
good practice by participants
for the implementation
through Global Compact
Network Japan, the local
network of UNGC.

WE SUPPORT

<71\ For details on sustainability, please visit our website.
12/ https://www.hitachi-transportsystem.com/en/profile/csr/
sustainability/
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Four Objectives of the HTS Group and Key Performance Indicators (KPIs)
B ) e T N "2

77

Type of SSCV-Safety functions Enhanced the overall system performance by enhancing 7 types of functions such as vital signs alert Enhance the overall system performance by enhancing 7 types of functions such as immediacy of alert for drivers P31-32/Website
Increase of EC platform centers [ BN J Completed functional verification of Kasukabe EC Platform Center with a view to increasing EC platform centers Expand the scope of business model for EC platform Website
(1) Promote total optimization of Enhancement of logistics platform C i : —— : i mizati :
A : ) onducted on-site PoC for the inventory and supply optimization solution (Tcase)/Introduced and developed the Expand the scope of proof of concept (PoC) for the inventory and supply optimization solution (2 cases) and }
Pursue Next des‘ny(ggat‘eﬂ (% (;? Oa gkilensg fulluse of Number of cases of manufacturing/ales cotrol support (demand forecast) LA logistics forecasting tool at logistics sites (20 cases) * x introducing the logistics forecasting tool at logistics sites (30 cases: cumulative 50 cases) Pa6/Website
e 1 generation xpansion of use case of blockchain technology ompleted development of hypothesis for trade operations and PoC for accelerating payment of transportation cost onduct hypothesis verification for trade operations and PoC for financial services for transportation and delivery ebsite
12 e Expansion of f blockchain technol [ BN ] Completed devel f hypothesis for trad ions and PoC for accelerati f i Conduct hypothesis verification for trad ions and PoC for financial services fc ion and deli Websi
O :_f}fliuit'iies and Development of trainings that promptly meet business needs Number of attendees of data scientist training course [ N ] Total 16 (cumulative 72) Development of data scientists P9/Website
ifestyles
’ Expansion of high-quality logistics services Storage and transportation/delivery conforming to GDP Guidelines [ N ] st 8l X e s g e i ol e i Enhance functions of medical DCs, and expand transportation conforming to GDP P86/Website
(2) Respond to local logistics needs with a view to building transport network conforming to GDP Not ' o
A " . ’ =
?;%g;g: scaw[/):\t\)ﬁ{uynher boosting Optimization/management of supply chains On-site implementation of RFID system [ BN ] Provided asset management solution service for experiential consumption using RFID system ;lsjgéis(rt;gnt Consider on-site implementation of RFID system P86/Website -
romotion of transportation of social infrastructure-related equipment ransportation of social infrastructure-related equipment ransported 3 finished subway cars from Japan to Vietnam omplete the project to transport social infrastructure-related equipment ebsite )
Promotion of on of sodial inf lated T ion of social infr lated equi [ BN ] T d 3 finished sub from J Vi Complete the proj fal infr lated equi P86/Websi Z
(1) Secure safety in operation and Enhancement of occupational Health and Safety management Workplace accident index/frequency rate, severity rate [ N ] Frequency rate: 0.78(0) Severity rate: 0.019(0) *Inside the parentheses are non-consolidated figures kK Reduce frequency rate/severity rate by enhancing initiaives such as safety educations, safety caravan, and introduction of safety technology P14, 85/Website =
transportation Strengthening of transport safety management Number of traffic accdents (those defined in Article 2 of the Transportation Safety Management Regulation) | @ | @' Number of traffic accidents: None Maintain zero traffic accidents each year by introducing SSCV and strengthening various safety activities P85/ Website
(2) Minimize workload at logistics sites | Promotion of automation/labor saving in logistics centers Expansion of the use of automated/labor-saving equipment [ BN ] Implemented various automated/labor-saving equipment (e.g. AGV) in domestic and overseas logistics centers g;g';%iﬁm Expansion of the use of automated/labor-saving equipment P45-46/Website
Systematic development of female employees Ratio of female managers [ Ratio of female managers: 4.9% Continue systematic development of female employees (ratio of female managers in FY2023: 10%) P14, 87/Website
) Suggest various role models/career path and set up netwarking events with female managers | @ | @ Participated in a career seminar organized by Hitachi, Ltd. for young female employees of the Hitachi Group Hold rank-based trial training for female employees Website
Support for career formulation of female employees = : — : — : — - - - - - -
Manager-level training to encourage active participation of women in the workplace | @ | @ Held a diversity seminar focusing on active participation of women by external lectures (approx. 1,000 attendees including online) Continue to hold diversity serninars/Conduct tial training for superiors of female candidates for managers/assistant managers P87/Website
Enhance . ; gt
Occupational _ Rate of childcare leave taken by male employees [} Rate of leave taken: 2.2% (Qangeﬂmale enlp‘oye%%;g_s%g/”d create work environment that makes it eaterfor employees o take leave P87/Website
2 Safety and Encouragement for male employees to take childcare leave (Rate of leave taken in :20%) =
Productivity Rate of childbirth leave for prospective fathers taken [ ] Rate of leave taken: 15.6% Change male employees' mindset and create work environment that makes it easier for employees to take leave P87/Website i
(3) Promote diversity of the workplace Reduced work hours by enhancing domestic group-wide initiatives such as to visualize achievements and follow | Y Y Enhance aroun-wide initiatives such as to visualize achievements of the entire domestic aroup and follow up b E’
Reduction of overtime hours Measures to reduce overtime hours [ N ] up by executive meetings and by promoting working from home under the state of emergency (Average overtime exemt\'vegmeeptin < of each compan group POV 1 pg7/website @
in FY2020: 28.1h, a decrease of 0.5h year on year™?) 9 pany
v ) Achieved zero violation of laws and regulations in the entire domestic group by enhancing initiatives to encourage employees to take Enhance group-wide initiatives such as to visualize achievements of the entire domestic group and follow up by .
Encouragement to take annual paid leave Measures o take annual paid eave LA paid leave for more than 5 days (No. of days and rate of paid leave taken in FY2020: 16.7 days and 69.8%*) executive meetings of each company Pa7/Website
; - Number of OPEX designers developed (by FY2020) ! b ; i icti _ i
Dialogue through Logistics OPEX Number of particiants in the Digital Dialogue Café* (fom FY2021) [ N ] Number of OPEX designers developed: cumulative 47 Dialogue through Logistics OPEX P33-34/Website
Implementation of sacial contribution activities for local community Activities based on the social contribution activity guideline [ BN ] Continued supports in 3 areas and initiated new supports in 2 areas based on the social contribution activity guideline Continue and expand existing supports P88/Website
Enhancement of compliance framework Measures to enhance compliance [ BN ] Conducted various education and compliance meetings as planned to spread the HTS Group Code of Conduct among employees Implement measures to enhance compliance P71/Website
Boosting information security level/ Rate of attendance for information security training course e o Attendance rate: 100% Rate of attendance for information security training course:100% P71/Website > <
» o - | management structure Rate of targeted threat emails for simulation trainings opened [ BN ] Open rate: 9.6% Rate of targeted threat emails for simulation trainings opened: less than 5% P71/Website 88
e (1) Pursue high quality logistics service - — - - — * - ——— - @ @
9= stenathening of BCP syt Number of disaster response training implemented [ N ] Implemented once in Hokuriku area while taking measures to prevent the spread of COVID-19 Implement disaster prevention training P88/Website 3O
rengthening of BCP system D
& ! ! / Overseas BCP Caravan (anceled to prevent the spread of COVID-19 Consider implementation of overseas BCP Caravan (group company in Turkey) P88/Website csn &
=
= O
Enhancement of domestic and overseas procurement compliance Procurement compliance education to those engaging in procurement in Japan and overseas | @ | @ Provided procurement compliance education to those engaging in procurement n 19 domestic companies and 35 overseas companies Enhance and continue to provide procurement compliance education to those engaging in procurement in Japan and overseas P71/Website @« >
Ensure
3 Excellent Reduction of air pollutants QOwnership ratio of vehicles in compliance with environmental standards [ BN J Eco-friendly vehicle ownership ratio:100% Ownership ratio of the advanced eco-friendly vehicles: 97% Eco-friendly vehicle ownership ratio:100% Ownership ratio of the advanced eco-friendly vehicles: 99% P83/Website
13 gua':i'ty and Recycling rate [ AN ] Recycling rate: 99.0% Recycling rate: 99.0% P83/Website
esilience
(2) Consideration for disposal and bomotion of i Number of non-compliance with environmental laws and regulations e o Number of non-compliance with environmental laws and regulations: 0 "k Number of non-compliance with environmental laws and regulations: 0 Website
ol romotion of resource recyclin;
emission Y Reduction of water consumption intensity per floor space e o Intensity: down 6.1% year on year Reduce intensity: down 1% from FY2020 Website
Green purchasing rate [ N ] Purchasing rate: 87.6% Green purchasing rate: 85% Website u
Protection of forest timber resources Rate of reducing copy paper consumption [ BN J Reduction rate: £0% year on year Rate of reducing copy paper consumption: down 1% from FY2020 Website s
=3
=2
(3) Contribution to disaster recovery Strengthening of BCP system Dissemination of behavioral standard in the event of a disaster to employees e o Distributed“Emergency Handbook” to all domestic group employees - Disseminate “Disaster Initial Response Manual” Website % =)
assistance Implementation of social contribution activities for local community Activities based on the social contribution activity guideline [ BN ] Continued supports in 3 areas and initiated new supports in 2 areas based on the social contribution activity guideline Continue and expand existing supports P83/Website g S
Number of sites with LED lighting fixtures [ BN ] Number of sites: 24 Install LED in all the Group sites by FY2022 P84/Website g _‘é’
2
Reduction of electricity consumption in “buildings” Reduction of electricity consumption per floor space (intensity) in“buildings” [ N ] Reduction rate: down 8.3% from FY2018 Electricity consumption per floor space in “buildings”: down 1.76% from FY2020 Website g"g
Number of sites subjected to energy-saving inspections [ BN ] Number of sites: 169 Conduct energy-saving inspections Website g"
Increase of vehicle fuel efficiency Increase of vehicle fuel efficiency by vehicle type [ N Vehicle fuel efficiency: down 2.3% from FY2018 Increase of vehicle fuel efficiency by vehicle type: up 1.76 % from FY2020 P83/Website “
(1) Increase energy efficiency Promotion of introducing double-trailer trucks Support of introducing double-trailer trucks e o Continued operation between Shizuoka and Kyoto prefectures * ok Continue operation of double-trailer trucks Website
Promation of joint use of logistics and transportation equipment/faciities Joint use of logistics and transportation equipment/facilities [ N ] Carried out logistics operation of multiple EC business operators at Kasukabe EC Platform Center Expand the scope of shared use of logistics facilities and transport equipment/facilities P84/Website
Development of new customers/routes for modal shift Development of new customers/routes [ AN} Transported industrial equipment, etc. from Chiba Prefecture to various locations in Japan by using 12-foot containers Expand the scope of and enhance modal shift Website
p p p quip pan by using p p
-
Promotion of streamlining transportation through establishing . Opened a joint terminal “Mito Transport Center”in Ibaraki Prefecture in February/Expanded the scope of existing Expand streamlining of transportation range through establishing platform, integrating delivery sites, and . =
platform and integrated delivery sites, etc. New shared transportation LAl initiatives container round use, etc. P32, 84/Website %
Realize Shiftto eco-friendly vehicles with better environmental Maintenance of 100% ownership ratio of eco-friendly vehicles e o Maintained 100% ownership ratio of eco-friendly vehicles since the end of FY2016 Maintenance of 100% ownership ratio of eco-friendly vehicles P83/Website =l
4 Decarbonized | (2) Introduce renewable energy performance Ownership ratio of the advanced eco-friendly vehicles e o Ownership ratio of the advanced eco-friendly vehicles: 97% * * Ownership ratio of the advanced eco-friendly vehicles: 99% P83/Website g §
Business Ongoing eco-friendly driving training Eco-friendly driving training in each site [ BN ] Cancelled group trainings to prevent the spread of COVID-19 Implement eco-friendly driving training in each site Website S
Processes -3
Performance of internal environmental audit Performance of internal environmental audit [ N ] Performed internal environmental audit in 84 domestic group sites Perform periodic internal environmental audit P79/ Website %
Development of voluntary environmental activities in each site Promotion of environmental activities in each site [ N ] Number of sites: 184 Development of voluntary environmental activities in each site Website &
Review of the environmental management system Consideration of the design of the environmental management system [ N ] Started new operation of the industrial waste management system Improve vehicle management system Website
Enhancement of overseas environmental management dentification of key environmental laws and holding of global environment meetings Conducted a survey on Australia, Philippines, Vietnam, and Hong Kong/Held two Environment Officers Meetings Identify key environmental laws of all relevant countries and regions, and hold Overseas Environment Officers Meetings P79/ Website
(3) Strengthen environmental Promotion of continuous improvement by the environmental Continuous implementation of “Eco Stage 2" obtained by the head office to other ol e Renewed certification since FY2017/Hitachi Transport System Central Japan Co,, Ltd. renewed its certification * %k & Renew and continue implementation of “Eco Stage 2" obtained by the head office and Hitachi Transport System P79/ Website
management management system domestic offices acquired in FY2019 Central Japan Co,, Ltd. to other domestic offices
Attendance rate of environmental e-learning courses [ N ] Attendance rate: 99.5% Attendance rate of environmental e-learning courses: 99% Website
i 4 i i Communicate environmental-related information to employees [ BN ] Reported environmental activties in the Group magazine/Shared environment-related information at executive management meetings Communication of environmental-related information to employees Website
Promotion of employees'understanding through education and ploy p pmag g g ploy
enlightenment activities to raise their environmental awareness | (lean-up activities outside the Company and the light-down campaign [ BN ] Implemented in each site at a different timing from the HTS Group Environment Month due to the spread of COVID-19 (lean-up activities outside the Company and the light-down campaign Website
Environmental advertisement and disclosure of environmental information [ N Responded to CDP (A minus rating)/Enhanced disclosure of environmental information via the website Continue to respond to CDP and prepare to endorse TCFD recommendations P90/Website

*1 Covers 13 group companies: Hitachi Transport System East Japan Co., Ltd., Hitachi Transport System Kanto Co,, Ltd., Hitachi Transport System Metropolitan Co,, Ltd., Hitachi Transport System
South Kanto Co,, Ltd,, Hitachi Transport System Central Japan Co,, Ltd., Hitachi Transport System West Japan Co., Ltd,, Hitachi Transport System Kyushu Co,, Ltd., and Hitachi Transport Direx

Co,, Ltd.,, VANTEC CORPORATION, VANTEC EAST LOGISTICS CORPORATION, VANTEC CENTRAL LOGISTICS CORPORATION, VANTEC KYUSHU LOGISTICS CORPORATION, and TOKIWA KAIUN

*3 Dialogue Café: Place to develop human resources who can lead the communication at workplace

COMPANY LIMITED.

Hitachi Transport System, Ltd.  Integrated Report 2021

*2 Actual results of Hitachi Transport System, Ltd. only

Yk : Achieved the target/plan for FY2020, showing results
Yk : Almost achieved the target/plan for FY2020, showing some results
% : Failed to achieve the target/plan for FY2020, not showing results

Hitachi Transport System, Ltd.

Integrated Report 2021
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The HTS Group Environmental Management

Environmental Policy

The HTS Group is promoting "business activities with less environmental load”based on the following four policies. As for measures against global
warming, we are working to enhance green logistics including collaborative logistics and modal shift together with our partner companies.

1. Reduce environmental load generated at all our places of business
Reduce consumption of electricity, gasoline and LP gas and recycle waste, etc.

3. Improve Eco-Mind level and enhance Eco-Management system
Increase global environmental awareness. Observe environmental laws/ordinances and
company requlations.

M Material issues in the environmental field

2. Provide logistics/services with less environmental load
Contribute to customers through C0, emission reduction and resource recycling.

4. Promote symbiosis with nature and environmental communications
Promote symbiosis with nature and environmental communications. Preserve biodiversity
and ecosystem. Maintain environmental collaboration with customers and local communities.

Material issues identified in the environmental field are as follows.

(1) Carbon (decarbonization)

(2) Stopping pollution

(3) Renewable energy

Environmental Management Structure

Since the establishment of a department
dedicated to environmental issues in the head
office in August 1992, we have worked on
reducing environmental load and are currently
promoting group-wide activities toward the global
“environment-conscious business operations.”

Executive Committee

President and CEO
Executive officer in charge of environment
Senior Vice President and Executive Officer

Corporate Strategy Office
Sustainability Promotion Department

HTS Group
- Envi | Promotion Conference
+ Overseas Environment Officers Meeting

[ |

Under the supervision of the Board of Directors
and the Executive Committee, Sustainability

Head Office Office/Department
(Manager of office/department)

Management Headquarters
(General Manager)

Overseas subsidiaries
(President/Environment Officer)

Promotion Department, Corporate Strategy
Office chaired by Senior Vice President and
Executive Officer in charge of environmental
issues, is responsible for overall environmental

Environment Officer

(North America, Europe, China, Asia)

Update of the HTS Group Medium-to-Long-term Environmental Targets 2030/2050

The HTS Group developed the medium-to-long-term environmental targets 2030/2050 in FY2020 to contribute to the realization
of sustainable society, and are striving to reduce CO, emissions. Movements to realize a decarbonized society are accelerating
around the world, and the Japanese government revised its CO, emission reduction target to a more ambitious one last year. To
work on the initiatives to realize a decarbonized society more proactively, we have updated our reduction targets.

Medium-to-Long-term Environmental Targets

Reduction of CO, emissions (Scope 1 and 2 in Japan*')

FY2030 target (base year: FY2013)
Aim to reduce €O, emissions by 50% compared to the base year

FY2050 target
Strive to achieve Net Zero Carbon*?

@ Scope of emission: (0, emitted from energy consumption by the Group through its business operation @ Type of energy: Electricity, fuel for vehicle, etc.

*1 Definition of scope
Scope 1: Direct emissions from in-house energy (fuel, etc) use (e.g. CO: released by company vehicles)
Scope 2: Indirect emissions from the use of energy supplied by other companies (e.g. CO: released by a third party power plant due to electricity use in the company’s facility)
Scope 3: Indirect emissions by supply chain other than Scope 1 and 2 (total of 15 categories including transportation outsourcing and business trip of employees)

*2 Net Zero Carbon: To balance emissions of COs, one of greenhouse gases, and its absorption/removal

Approach toward the Achievement of the Medium-to-Long-term Environmental Targets

The HTS Group strives to reduce CO, emissions by average 2.94% annually in and after FY2022 through initiatives with five
methods toward the achievement of its new medium-to-long-term environmental targets.

Energy &
creation

Introduction of solar panels, etc.

Five methods to reduce CO, emissions

Renewable @ Energy @
energy = saving  OFF

Purchase of green power, etc. Introduction of high-efficiency equipment, etc.

[

Sales Headquarters
(General Manager)

[
[ 1

management work and oversees the entire group.

Group companies Department/Section Group companies
(President/Environment Officer) (Manager)

(President/Environment Officer)

Strengthen Environmental Management

We utilize management systems to understand and monitor actual data. In overseas, we conduct research on important
environmental laws and regulations for the purpose of managing environmental load and legal compliance.

M Holding Environmental Promotion Conference
We share environmental information in Japan and overseas to
improve environmental awareness and the management level.

Number of environment conferences held (FY2020)
Domestic: Overseas:

Environmental Environment

Promotion Conference datimes  Officers Meeting 2times

M Performance of internal environmental audit

We perform internal audit to prevent or promptly correct
violations of the environmental compliance and improve
the management level.

Number of sites subjected to internal 8 4
environmental audits (Japan: FY2020)

Hitachi Transport System, Ltd.  Integrated Report 2021

M Ensuring compliance in overseas offices
We identify important environmental laws and

regulations related to “Transport and Warehouse Business”

in overseas sites and conduct research on their outline in
29 countries and regions from FY2017 to ensure proper
operations management in each site. In FY2020, we
completed research on Australia, Philippines, Vietnam,
and Hong Kong, bringing the total number of researched
countries and regions to 18.

M Third-party certification initiatives

The Group seeks third-party certification and Sustainability
Promotion Department has acquired the “Eco Stage”
certification. From FY2017, we have upgraded the certification
level to “Eco Stage II"which is equivalent to 1SO14001.

S Emissions @

Electric vehicles, fuel cell vehicles, etc. Purchase of environmental value certification

M Trend of HTS Group CO; emissions*

(thousand tons-C0z)

*Total of Scope 1and 2 Scope: HTS, domestic group companies

150 = 141 139
129 136 132 128 120
113
100 — A 50%
A 100%
50 — Net Zero
Carbon
0 ) ) v
2013 2014 2015 2016 2017 2018 2019 2020 (2030 « 2050 (FY)
Base Target Target
M CO: emissions throughout the supply chain ol Gy 1 (‘)th%réégog/;)ries
We started to calculate “Scope 3" from FY2017 to identify T a3a% 7% N
Scope 3 Category 7 — Category 1

and reduce COz emissions from the entire supply chain.

Scope: HTS, domestic group companies

<71\ For details about environmental information, please visit our website.
12/ hitps://www.hitachi-transportsystem.com/en/
profile/csr/environment/

79.5% 10.0% / 64.0
\-/ Gty 2 V
7.3%

Emissions throughout the supply chain Breakdown of Scope 3

sZI\ For details of the categories, please visit our website.
12/ hitps://www.hitachi-transportsystem.com/en/
profile/csr/environment/plan.html

Hitachi Transport System, Ltd.  Integrated Report 2021
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Climate Cha nge Initiatives - Response to Task Force on Climate-related Financial Disclosures (TCFD) -

Basic Policy on Climate Change

The HTS Group's corporate philosophy is “to deliver high-quality services that will help make the world a better place
for people and nature for generations to come,"and we position climate change response as one of our highest priority
management issues. The Group is fully aware of the importance of initiatives to reduce CO, emissions required by both
in Japan and overseas, including SDGs which are universal goals for the international community as well as targets set
by the Paris Agreement and the Japanese government. Accordingly, we have announced our endorsement of TCFD
recommendations in September 2021 and are responding to climate change based on the recommendations.

M Governance

The Board of Directors provides guidance and supervises climate change

initiatives included in the highest priority items of the Group's management

such as management strategies and business plans by the President and

CEO

who is responsible for climate change initiatives. It also supervises the target
setting for greenhouse gas (CO,) emission reduction and the determination
of specific climate change responses such as energy-saving investments and

budget allocation for them.

The executive officer in charge reports to the Board of Directors the progress of
the initiatives to address management issues related to climate change annually

or as needed.

Sustainability Promotion Department, Corporate Strategy Office in the head

office oversees overall environmental management work under the supe

rvision

of Chief Strategy Officer (CSO) who is responsible for sustainability strategy. The
Environmental Promotion Conference comprised of the Group's environment
officers including CSO is held semiannually to confirm the achievement level

of climate change responses including reduction of energy consumption
CO; emissions, as well as determine necessary corrective measures and d
measures to be taken in the future. Based on the decisions at the Environ
Promotion Conference with the CSO's approval, the status of initiatives to

and
iscuss
mental

address climate change and the proposed strategy in the future are reported to

the Executive Committee semiannually or as needed.

M Risk management

Meeting bodies/

Roles
Departments
- Provides guidance and supervises
initiatives to address management
Board of ) ;
X issues related to climate change
Directors .
- Approves reduction targets/
measures/budgets
- Understands the status of initiatives
Executive to address management issues
Officer related to climate change, and
reports to the Board of Directors
. - Confirms the achievement level of
Environmental )
. measures related to climate change,
Promotion ) ;
determines corrective measures
Conference )
and discusses proposed measures
- Oversees overall environmental
A (ATF management work
Sustainabilit o )
. Y | - Holds Sustainability Promotion
el Committee, reports/proposes to
Department Tep prop

the Executive Committee based on
decisions at the Committee

The Group selected CSR material issues in consideration of all management risks identified. Sustainability Promotion Department,
Corporate Strategy Office in the head office has selected risks and opportunities according to climate change response, one of
the CSR material issues, and has identified items having large financial impacts as material risks and opportunities. Sustainability
Promotion Department is responsible for incorporating responses to such risks and opportunities in each of the climate
change-related plans and manages the execution with approval of the Executive Committee and supervision by the Board

of Directors.

M Metrics and targets

@ Reduction targets of medium-to-long-term
greenhouse gas (CO) emissions

In July 2021, the Group reviewed the medium-to-long-term
targets for CO, emission reduction to respond to risks and

Targets
A SECEs (Base year: FY2013)
. (1)FY2030: 50% reduction
DEESTE e (2)FY2050: Net Zero Carbon

opportunities related to climate change. = P.80

@ Greenhouse gas (CO;) emissions
= P80 Trend of HTS Group CO, emissions/P93 ESG Data

Hitachi Transport System, Ltd.  Integrated Report 2021

M Strategy

The Group uses a scenario analysis to identify and assess climate-related risks and opportunities that are expected to affect

our medium-to-long-term business activities and also assess resilience and examine response measures.

(1) Scenario analysis process
The Group has performed scenario analyses according to the following procedures. Under the scenario that assumes the
goal of the Paris Agreement is achieved (2°C scenario) and the one that assumes that no new policies are implemented
but each country’s announced policies are achieved (4°C scenario), we have assessed financial impacts of identified
climate-related risks and opportunities based on the information such as the trend of key parameters.

Identified material
climate-related risks and

opportunities

Set climate-related scenarios
(2°Cscenario/4°C scenario)*

Assessed the finandial Assessed strategic resilience
impacts under each for climate-related risks and
scenario opportunities and examined

additional response measures

(2) Assessment of climate-related risks and opportunities and financial impacts

We performed scenario analysis for nine items identified as our material climate-related risks and opportunities and
assessed potential quantitative/qualitative financial impacts. We also examined resilience of our current response
measures and future measures. As the Group is examining and implementing response measures to reduce risks and seize
opportunities that may have significant financial impacts, we have confirmed that they are sufficiently resilient at present.

(ategories |  Types Potential risks/opportunities Potential impacts on business and response measures
P . Costincrease due to carbon pricing (2°C scenario > 4°C scenario)
Policy and ' Elsgi?;;:grfs;?getaa: dba;iegfi% Cigﬁfgsixmﬂi‘e ‘f:ta;ri\: r(e)\ratlon Develop and implement systematic environment strategies toward decarbonization (1.
legal introduction ofrge ulations on €O gemissions g g Introduce renewable energy, 2. Introduce non-fossil fuel vehicles (e.g. EV/FCV), 3. Procure
9 ’ green power, and 4. Introduce Internal Carbon Pricing (ICP))
Medium-to-long-term cost increase or earnings decrease due to delay in introducing
Transition | Technoloay | Risk of increasing €02 emission reduction cost and losing customers renewable energy and low carbon vehicles (2°C scenario > 4°C scenario)
risks Y1 dueto delay/failure in introducing environmental technology M Introduce advanced technologies toward decarbonization (1. Introduce renewable energy,
2. Introduce non-fossil fuel vehicles, and 3. Promote DX and loT in warehouse operations)
Market |~ Risk of losing customers due to inadequate response to customers m Eamings decrease due to increase of customers who emphasize climate change initiatives
who emphasize low-carbon or carbon-neutral transportation (e.q. customers whose targets were certified by the Science Based Targets (SBT) initiative)
(2°Cscenario > 4°C scenario)
Reputation | Risk of losing corporate reputation due to insufficient climate [T Promote decarbonization measures in logistics services and strengthen information
change initiatives and information disclosure disclosure to stakeholders
Cost increase due to repairment or recovery of facilities damaged by wind and flood (2°C
) - ) ) ) . scenario < 4°C scenario)
-Risk of logist tion b ded due to int ) e
Acute VJISn doan%g%SoES ZE:?T:Z Igncaueslz(gj EUSE)ZTe;e V\l/fat?]g ensiying M Strengthen BCP measures against hazard risks including wind and flood damage (1.
Physical g y Decentralize business sites, 2. Install solar power generation system /storage batteries,
risks etc. and 3. Relocate sites to low-risk regions)
-Risk that deterioration ofworking environment due to a fse in LUNEISY  Costincrease due to creation of a pleasant workplace (2°C scenario < 4°C scenario)
Chronic average temperature makes it di?ﬁ(u\t 10 ecure human [esources M Promote worker-friendly logistics operation (1. Promote automated/labor-saving/
getemp unmanned operations and 2. Provide a pleasant working environment)
. ) ) IMI Decrease in energy cost due to efficiency improvement in logistics services (2°C scenario
-Opportunity to reduce energy consumption by vehicles and (0 > 49 sce‘nano) v ' ey mprey logistics senics I
Ef;s::::ce _ (e)mmosrﬁ;];i;/wg ﬁﬁ:ggucig :%?E{T{F;Tg:ctseghgzggﬁs using Smart M Reduce energy cost by promoting decarbonization measures (1. Promote energy-saving
¥ | -opporunty L 9 P 9 measures, 2. Introduce renewable energy, 3. Introduce non-fossil fuel vehicles, and 4.
Logistics and shared logistics services Promote modal shiff
Products Revenues increase due to diversification of business activities (2°C scenario > 4°C
Opportunities . ) o . o scenario)
and -Opportunit ted with diversification of b tivit o I - .
services PPONI assodiatec with GIversication GTDUSINESS actvles M Provide logistics services using the Company’s unique Smart Logistics (1. Smart
Warehouse, 2. SCDOS, and 3. SSCV)
Cost decrease due to introduction of solar power generation system (2°C scenario > 4°C
Resilience | - Opportunity associated with energy diversification scenario)

Reduce electricity procurement cost by introducing renewable energy and secure electric
power source in case of emergency

* Reference scenario:
2°C scenario: IEA's Sustainable Development Scenario/IPCC RCP2.6
4°C scenario: IEA's Stated Policies Scenario/IPCC RCP8.5
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Consideration for Disposal and Emission ot Gptal

KPI

- Ownership ratio of vehicles in compliance
with environmental standards

- Recycling rate and others

Financial Impacts (Example) —

+ Reduction in future environmental tax due to reduction in environmental load
- Rise in cost due to an introduction of advanced eco-friendly vehicles
- Rise in cost due to an introduction of environmental load data aggregation system

We are working to reduce CO, emissions and wastes generated by supply chain, with an aim to offer the eco-friendly next-

generation logistics solutions expected by society.

Energy Saving and Global Warming Countermeasures of Vehicles
The HTS Group strives to reduce CO, emissions generated
by vehicle fuel through such initiatives as the introduction
of the advanced eco-friendly vehicles and improvement of
transportation including promotion of eco-friendly driving.

I Making the shift to eco-friendly vehicles and encouraging eco-friendly driving
We are promoting the shift to eco-friendly vehicles (highly fuel-
efficient, low-pollution vehicles). We achieved the eco-friendly vehicle
ownership ratio of 100% at the end of FY2016, except for certain

special vehicles. We will further promote the shift to the advanced eco-
friendly vehicles with
better environmental
performance in order
to reduce air pollutant
emissions and will also
promote eco-friendly
driving, etc. to reduce
environmental load.

@ HTS Group eco-friendly vehicle ownership ratio (domestic)
(As of March 31, 2021)
(%) Eco-friendly vehicles =)= Advanced eco-friendly vehicles

2017 2018 2019 2020 2021 2022 (FY)
< Actual > <«—Target —

*1: Totals shown are business and personal vehicles combined (excludes special vehicles)

*2: Eco-friendly vehicles are as follows: hybrid, natural gas, and electric, as well as highly
fuel-efficient vehicles certified by the government (vehicles meeting a specified
standard), and low emissions vehicles

@ Vehicle fuel efficiency (domestic)

Increase of vehicle fuel efficiency by vehicle type
(driving distance/fuel consumption)
[FY2020 target and result for C0, emission reduction]

Target: Result:
compared to FY2018 compared to FY2018

+24 -2.3%
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Effective Use of Resources

M Design/development of eco-friendly packaging

We are working to improve packaging technology and to
reduce environmental load including reduction of packaging-
related materials and wastes while meeting customers' needs.
In case of "Appropriate Packaging of a New-Model Cyclone
Cleaner" which received “Appropriate Packaging Award"at the
“Japan Packaging Contest 2020” hosted by Japan Packaging
Institute, we reviewed the dead space in the box, storage and
layout method and achieved a 20% reduction in packaging
size compared to the traditional method. As a result, we were
able to improve transport efficiency with an increase in the
truckload quantity by 33% and reduce CO, emissions by 27%.

<Previous-model Cyclone>

<New-model Cyclone>

Use V-shaped
cardboard to
increase the
strength (red lines
show cardboards)

Dead space

I]L:, o] : 1
] (o= 15?

(2)Reviewed the storage method  (3)Reinforced packaging material
for the hand grip part

e

2

-

71\ Received “Director-General, Manufacturing Industries Bureau, Ministry of
1-<17 Economy, Trade and Industry Award," “Appropriate Packaging Award,” and “Large-
sized Equipment Packaging Award” at the Japan Packaging Contest 2020

https://www.hitachi-transportsystem.com/jp/
news/20201014.html (Japanese version only)

M Recycling of plastic pallet

PALENET CO,, LTD, our group company engaging in sales and rental of
plastic pallets, provides returned pallets, that are broken and unusable,
as materials for new pallets to a recycled plastic pallet manufacturing
company in which the company holds a stake, instead of disposing
them. In FY2020, the company sold approximately 22,000 waste
pallets and contributed to the reduction of waste plastic.

Increase Energy Efficiency

T )

KPI

- Reduction of electricity consumption per floor space in “buildings”
- Joint use of logistics and transportation equipment/
facilities and others

Financial Impacts (Example) —

- Improvement in profitability due to a reduction in energy consumption
- Rise in cost due to an introduction of high efficiency
facilities and renewable energy

We are steadily carrying out initiatives to improve energy/resource efficiency for the realization of decarbonized business processes.

Energy Saving and Global Warming
Countermeasures Implemented in Buildings
The HTS Group is proactively installing LED lighting fixtures in new
logistics centers and offices. We are also replacing existing fluorescent/
mercury lights with LED lighting fixtures in the existing facilities and
will continue until the replacement is completed in all facilities.

FY2020
New site: 1
Existing sites: 23

Number of sites with LED
lighting fixtures

CO, emissions suppressed

with LED lighting fixtures 1,471 1-CO,

Scope: HTS, domestic/overseas group companies

Reduction of Environmental Load of Vehicles
M Introduction of electric truck

—Hitachi Transport System (China), Ltd. Beijing Branch—
In China, the “Law on the Prevention and Control of Air Pollution”
was revised in 2018, and environment related regulations

have been tightened including frequent car exhaust emission
inspections on the road. Under such circumstances, Hitachi
Transport System (China), Ltd., our group company, introduced
a 3-ton electric truck in March 2021 and is using it to deliver
imported goods in Beijing and collect discarded ATMs.

As the driving range per charge of this truck is approximately
200 kilometers, and there are not yet sufficient charging
stations in Beijing, we are now creating operation rules
including checking the remaining battery charge and
planning a round-trip route before driving. Going forward,
we will encourage partner transport companies to purchase
electric trucks by sharing operation expertise in an effort to
expand the use of electric trucks and achieve decarbonized
society with partner transport companies.

ML Al 2l =

719\ Received “Advanced Technology Award" at the 22nd Logistics Environment Awards
+%/ hitps://www.hitachi-transportsystem.com/jp/
news/20210705.html (Japanese version only)

Shared Use of Equipment/Facilities

M Operation of shared automated warehouse for EC logistics
HTS launched an EC platform center engaging in logistics
services for EC operators in 2019. This center has achieved long
hour operation, including at night, with standardized operation
and automated equipment, allowing us to carry out logistics
operations of multiple EC operators with one platform and to
improve logistics efficiency and reduce environmental load by
sharing facilities and equipment.

When comparing with the CO, emissions of the traditional
logistics which uses multiple sites for each EC operator,
although there are some increasing factors including a rise
in electricity consumption due to expanded use of labor-
saving and automated equipment, if we consolidate sites
of up to 30 operators to the EC platform, we can expect
an approximately 30 % reduction in emissions in one year
through improvement of energy efficiency. This initiative
was recognized, and we received “Advanced Technology
Award”in the “22nd Logistics Environment Awards.”

=== mm| E= mm S= mm
== mml == mml == mml == mml == mml
Business Business Business Business Business
operator A operator B operator C operator D operator E
4 Glé?r";geﬁ]ng Information Storage/ Administrator )
equipment systems Workspace Workers

Estimate of CO; reduction effect

(m?) (02 reduction (tCOu/year)
12,000 — 74 tons/year Y
(-30%)
8,000 — \
4,000

With 30 sites When consolidated to EC platform
Area =@~ (0, emissions

M Shared use of transport equipment
We also focus on improving transport
efficiency through transport equipment
sharing including delivery of multiple
customers' cargoes with one truck.
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Secure Safety in Operation and Transportation

Objective 2

KPI

Frequency rate/severity rate of workplace accidents
and others

Financial Impacts (Example) —

- Maintain profitability through stable operation
- Rise in cost due to an introduction of new equipment to prevent accidents

Under the policy that “Safety is our number one priority”and the safety slogan based on the policy, the HTS Group ensures
that each employee carries on the safety cultures and strives to provide safe and secure services.

Safety Slogan
“Safety First”

Safety Priority Policy

The HTS Group establishes a unified priority initiative
policy every year and works on activities based on the
policy and the safety slogan.

Safety Promotion Structure

HTS assigns " an officer in charge of safety" appointed by
the president and establishes a top-down safety promotion
structure to promote group-wide safety activities. Monthly
Executive Committee deliberates and receives reports on
accident occurrence and the Audit Committee also receives
reports on the progress of safety activities and accident
occurrence, in order to implement improvement activities.
To ensure thorough health and safety management, we
developed regulations on health and safety, assigned

safety supervisor in the Company and group companies

to provide safety instruction, and set up a “Health and

Safety Committee”in each office to promote various

safety activities. We also recognize that safety activities

in full coordination with our partner companies are
essential, and accordingly each group company holds a

top seminar semiannually and invites representatives of
partner companies to share information about good safety
examples and preventive maintenance. Due to the spread of
COVID-19, we decided not to hold these seminars in FY2020,
but we will consider resuming them in light of the situation.

Safety Initiatives
[l Boosting safety knowledge and driving and operation skill

@ Sending contestants to non-HTS forklift and trucking competition
Each year, we send contestants in the National Forklift Driving
Contest*' and the National Truck Driver Contest*? for the
purpose of acquiring specialized knowledge, improving
driving skills and inspection skills, and boosting awareness

of safety issues. In FY2020, both contests were cancelled due
to the spread of COVID-19, but we are continuing to work

on the initiatives to improve our skills, technology, and safety

awareness in preparation for the next contest.

*1 National Forklift Driving Contest: An event organized by the Land Transportation Safety
& Health Association designed to achieve even better safety and to effectively prevent
on-the-job accidents

*2 National Truck Driver Contest: An event organized by the Japan Trucking Association,
in which contestants compete for the title of Number One Truck Driver in Japan

Hitachi Transport System, Ltd.  Integrated Report 2021

M Adoption of safety technology

@ Installation of SSCV-Safety
(safety operation management solution)
In order to protect drivers as an organization and not to

become either the victim or assailant, we are promoting
the installation of “SSCV-Safety;" a solution to prevent
accidents due to absent-minded driving. In Japan, we have
completed the installation of SSCV-Safety in the Group's all
business vehicles including 1,272 trucks and 37 personal
vehicles by FY2020. The installation of “SSCV-Safety”has
allowed us to provide drivers with guidance based on the
daily review, reducing the number of incidents by 80% in
one year after the installation. It has also contributed to
enhancing compliance by raising drivers’safety awareness
and realizing stable and systematic vehicle assignment by
raising awareness on health management. = P.39-44

Installation target of SSCV-Safety

Commercial trucks and personal vehicles of all domestic group
companies as well as trucks of partner transport companies

Approx. 6,000 by FY2023

@ Adoption of safety technology to forklifts

The HTS Group has installed dashboard cameras not only

in trucks but also in forklifts owned in Japan for daily safety
activities such as confirmation with finger pointing and calling
during operation. We are also installing dashboard cameras

in overseas group companies. In FY2020, we have completed
its installation in all forklifts
owned by the HTS Group,
achieving a year-on-year
decrease in the number of
forklift accidents by 40% in
western Japan.

Forrlflg‘t er:ql;lipp;d

with dashboard camera

(as of March 31, 2021) Approx. 4,600
Scope: HTS, domestic/overseas group companies

Workplace accident index of the HTS

Group (Domestic results in FY2020)

Frequency rate: Severity rate:

Inside the parentheses are Inside the parentheses are
non-consolidated figures non-consolidated figures

0.780 0.019

7"\ For details of our safety initiatives, please visit our website.
=%/ https://www.hitachi-transportsystem.com/en/
profile/csr/social/safety/

Pursue Next-generation Industries and Lifestyles 00 0 00001

KPI

- Storage and transportation/delivery conforming to GDP

- Transportation of social infrastructure-related equipment

- On-site implementation of RFID system

- Utilize artificial intelligence and develop supply chain solutions
and others

Financial Impacts (Example) —

- Acquisition of business opportunities through vitalization of regional economy
- (reation of new businesses through new expertise and accumulation of technologies
- Increase in technology development and R&D costs

With the power of logistics, we will develop businesses to support the realization of the next-generation sustainable
industries and social infrastructure in various areas across the globe.

Respond to Local Logistics Needs and Issues
While Further Boosting Response Capability
I Adequate storage and transportation/delivery of medical supplies
The HTS Group has enhanced medical DCs across the country

and provides storage and shipping services specialized in
pharmaceutical logistics. In order to enhance intangible aspects of
GDP, we are working to strengthen quality assurance system in the
pharmaceutical logistics. For example, we set up an organization
dedicated to promoting GDP, which is developing a quality
management system for GDOP management and also conducting
verification experiments such as for the next-generation
temperature sensor to monitor temperature during transportation.
In FY2020, East Japan Il Medical
DG, a cutting-edge medical DC,
began operation in Kazo City,
Saitama Prefecture, to expand
the scope of our services.

= P.46

M Transportation of social infrastructure-related equipment/
One-stop car transportation from factory to site
-Transport of finished railway cars for
the Ho Chi Minh City Metro Rail System-
Ho Chi Minh City, the largest city in Vietnam, is facing issues such as
traffic jam and air pollution due to an increase in cars and motorcycles
associated with the country’s economic development and fast-growing
population. To cope with these issues, the Vietnamese government,
with the cooperation of Japan International Cooperation Agency
(JICA), developed a plan for infrastructure development aimed at
mitigating traffic jam and launched the construction of the country’s
first underground rail system in 2012. Under such circumstances, HTS
was engaged in the one-stop transportation covering from shipment of
51 railway cars that have been manufactured in Kasado Works, Hitachi,
Ltd. since 2020 to ocean transportation and delivery to the local site.
These railway cars will be used for an approx. 19.7 kilometer-long line
connecting 14 stations from the center of Ho Chi Minh City to Suoi Tien
in the eastern area of the city. As an expert of rail transportation, we have
developed a safe and timely transport plan and successfully delivered
railway cars for one organization
of three-car train in collaboration
with Hitachi, Ltd. in FY2020.The
project is still underway.

= P.51-52

M Introduction of RFID* technology to logistics services
Recently, introducing RFID technology which is near field
communication is expected to become a solution for product
management in the retail industry, but its high cost is now
preventing it from spreading. HTS has continued to study toward
the introduction of the RFID technology to logistics site since
FY2017,and in FY2020, we successfully achieved it by introducing
the RFID technology to the logistics services for customers

that provide the use/experience-type services including rental,
subscription, and sharing. RFID technology can be used to
manage the status of individual items such as receiving/shipping,
return or maintenance of rental products, etc. solving issues such
as complicated management and timely data visualization, which
contributes to establishing a new consumption cycle of the
cyclical use of products and improving convenience of providers
and users of rental/subscription services.

* Radio Frequency Identification: Contactless automatic recognition technology that
reads information via radio waves

Promote Total Optimization of Supply Chain
by Making Full Use of Advanced Technologies
M Utilize artificial intelligence and develop supply
chain solutions

We are working on establishing volume forecasting
technology using Al and developing new solutions
utilizing forecasting technology.

@ Volume forecast

We aim to improve operational efficiency by optimizing
inventories at logistics centers based on high-accuracy volume
forecast using Al. In FY2020, we improved the precision of the
volume forecasting tool which was designed and tested in
FY2019 and successfully introduced it in 20 logistics sites.

No. of cases using volume forecasting 2 0
system (as of March 31, 2021):

@ Inventory control

We aim at contributing to supply-chain optimization
with the calculation of standard inventory and
development of order plans suitable for the customer’s
supply chain. In FY2020, we tested an inventory/supply
optimization solution at the actual logistics site under
the joint development with a customer and verified an
improvement in storage and transportation efficiency.

<71\ For details of initiatives described on this page, please visit our website.
+5/ https://www.hitachi-transportsystem.com/en/
profile/csr/social/customer
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Promote Diversity of the Workplace

Objective 2

KPI

- Ratio of female managers
- Rate of childcare leave taken by male employees
and others

Financial Impacts (Example) —

- Acquisition of new expertise and creation of new
businesses by securing diversified human resources

- Reduction of recruiting cost by increasing the employee retention rate

- Cost increase due to creation of a pleasant workplace

ni i, n i

The HTS Group aims to be an organization where diverse human resources of different ‘gender;race’, "religion; “age, “disability, “sexual/religious/political orientation,’

n

“nationality, “social/cultural background"having various attributes, values, and backgrounds can fully demonstrate their potential and play an active role.

Respect for Human Rights

M Human right education

As the process of globalization continues, it has become critically
important to deepen understanding of the concepts of co-
existence and co-prosperity—that is, to develop a mutual
appreciation of a range of values and different cultures. The HTS
Group creates opportunities for its employees to acquire accurate
understanding of human rights, including providing training in
accordance with employee rank, at meetings and seminars, with
an aim to boost individual awareness of human rights by using
"HTS Group Code of Conduct, which incorporates “Respect for
human rights”into basic behavioral guideline, as a manual.

Promotion of Diversity

Decreasing working population in Japan is a serious
management issue. In particular, the logistics industry faces
noticeable labor shortage, and thus, active participation of
diverse human resources is essential for the HTS Group to
contribute to society through logistics more than ever. In
2012, we established the Diversity Promotion Center with the
aim of embedding and promoting diversity and inclusion.

M Boosting understanding of diversity

Since FY2014, we have invited external lecturers to hold

seminars for executives and managers aimed at deepening their
understanding of diversity, facilitating systematic approaches, and
changing employees mindset. In FY2020, approximately 1,000
employees including
those of domestic
group companies
attended seminars
focused on the active
participation of
women.

Held online simultaneously

M Promotion of women's participation in the workplace
HTS positions the active participation of women as an essential
issue for a global company and has implemented various initiatives.
In FY2013, we established KPIs for the active participation of
women to accelerate our initiatives to achieve the targets.
Ratio of female managers 4 9
FY2020 result o? %
Target: Achieve 10% by FY2023

Scope: HTS

Hitachi Transport System, Ltd.  Integrated Report 2021

M Support for balancing work and childrearing/nursing care
The HTS Group believes that it is essential to establish a workplace
where employees can maintain a work-life balance even when they
face a serious life event. We strive to develop an environment and
workplace that allow diversified working-styles by, for example,
establishing a system to provide more support for employees' work-
life balance than the legal requirements to ensure employees can
continue working with a sense of security while raising their children
or caring for their family members and also trying to raise the profile of
the system by actively providing employees with relevant information.

2.2

Rate of childcare leave taken
by male employees (FY2020)

Scope: HTS

Creating a Workplace Where Employees Can
Work in Good Health with a Sense of Security
M Initiatives for working-style reform

The HTS Group complies with local laws and regulations on
working hours and overtime work in countries and regions where
we operate. To reduce overtime hours in Japan, we are encouraging
employees and managers to change their mindsets by managing
objective records such as computer log management and
biometric recognition, and also actively encouraging employees

to take annual paid leave. In addition, we are also encouraging

to improve work efficiency through operational reform such as
office digitization using RPA, etc. Labor-saving equipment such as
automated guided vehicles and automated forklifts are gradually
introduced in the logistics centers. During truck transportation,
"SSCV-Safety” using loT manages the driving status in real time,
helping protect the drivers from accidents.

Training Upcoming Generations of Employees

M The HTS Group College

We have established the HTS Group College as an educational
system for all of our employees, designed to draw out the strengths
of each individual through practical and specialized training courses.
In addition to training by rank, on-site operations, and manager-
level training, we also institute general training for all employees to
enhance their basic skills. Furthermore, we have developed training
systems including our Managerial Personnel Training, which fosters
core personnel of 3PL business. These personnel development
programs are implemented to further solidify our business base.

719\ For details of employee-related initiatives, please visit our website.
37/ https://www.hitachi-transportsystem.com/en/
profile/csr/social/employee/

Social Contribution/Strengthening of BCP [ 11 RN B

KPI

- Activities based on the social contribution activity guideline
- Implement disaster prevention training
and others

Financial Impacts (Example) —

- Stable operation as a result of earning local community’s trust
- Increase in disaster and infection prevention costs

We strive to create a community where diverse people have stronger connection and feel affluent, safe and secure, by

collaborating with a variety of organizations.

Social Contribution

M Basic principle

The HTS Group aims to be a good corporate citizen by
supporting various activities in such fields as “traffic and road
safety,“training a new generation of people,“innovation,’
“environmental protection,"and “contribution to local
community”both in Japan and overseas under the basic

principle of “Objectives of Social Contribution Activities!

For activities in each field, please visit our website.

M Development of the next generation through donation
@ Support for children

To support as a global company the activities for sound growth
of children around the world who will unlock the future, we
made a donation in FY2020 to Save the Children Japan, an NGO
dedicated to supporting children with a parent organization
having a 100-year history as a pioneer for children’s rights.

@ Support to develop human resources for innovation research
Under the belief that the advancement of mobility-related
technologies will contribute not only to the development
of the Company’s business but also to the improvement
of convenience and safety of society, in FY2020, we made
a donation to Global Research Institute for Mobility in
Society, Institutes of Innovation for Future Society, Nagoya
University, that is conducting research in three areas of
"Advanced vehicles,“Mobility services,"and “Social values.”

M Encouragement of employees' social contribution activities
@ The HTS Group Magokoro (Sincere Heart) Fund

The HTS Group established a social action program called
"Magokoro" (Sincere Heart) program in 2008 as a scheme

to encourage employees’social contribution activities. The
"Magokoro" program is a matching gift system where funds
donated by our group employees and officers are matched
by the Company to meet the cost for the activity, allowing
employees and the Company to engage in activities together.

Example of support activities
Supported "Children’s Forest” Program
of the Organization for Industrial,

8 Spiritual and Cultural Advancement

~ (OISCA) (public interest incorporated
foundation), to install rainwater

i harvesting systems

r . Za Ya Ma Primary School/Myanmar)

<71\ For details of social contribution activities, please visit our website.
12/ https://www.hitachi-transportsystem.com/en/
profile/csr/social/contribution/

Disaster Preparedness Measures

M Promotion of BCP

Natural disasters and infectious diseases which occur
often in recent years have significant impacts on
corporate activities as well as threaten our daily life.
Amid such circumstances, we believe that the BCP in
the logistics business is not just a plan to continue our
business but a preparation to make contributions by
delivering medical supplies and foods to the affected
regions and restoring social infrastructure to protect
people’s lives, which is our social mission.

M Strengthening of BCP system

For prompt restoration and continuation of our business
at the time of a large-scale disaster, we conduct trainings
to enhance coordination between disaster prevention
headquarters of the head office, management
headquarters, and group companies on a regular basis,
and we are also establishing emergency contact systems
with overseas group companies.

@ Disaster prevention training in Japan

In Japan, we have BCPs mainly assuming large-scale
natural disasters that threaten our business continuity. To
enhance BCPs' effectiveness, we had conducted a disaster
prevention headquarter training (desktop simulation)
systematically in several sites every year, assuming a
large-scale earthquake hit, but we had to postpone it in
FY2020 to prevent the spread of COVID-19. Under such
circumstances, in March 2021, a site in Ishikawa Prefecture
conducted the training safely by thorough infection
prevention measures and using online tools. We will share
the training expertise amid the pandemic across the
entire Group to further improve the effectiveness of BCP.

@ Strengthening risk management system in overseas
In overseas, we send BCP Caravan from Japan to our
major sites in North America, Europe, China, and other
parts of Asia to establish and develop risk management
system. In FY2020, we postponed BCP caravan to prevent
the spread of COVID-19. In FY2021, we will plan to
conduct the caravan while considering the situation.

*ZI"™\ For more information about BCPs, please visit our website.
+%/ https://www.hitachi-transportsystem.com/en/
profile/csr/governance/riskmanagement/
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Stakeholder Engagement

Responsible Dialogue with Stakeholders

The HTS Group manages and maintains its business activities through interaction with our broad array of stakeholders
including customers, shareholders, local communities, and local administrations. We provide various stakeholders with
information and promote communication activities such as direct dialogue to deepen the understanding of the Group
by stakeholders, and we also reflect their feedback and requests in our corporate activities to maintain and enhance trust

relationships, with an aim to increase corporate value.

Efforts for Constructive Dialogues with Shareholders and Investors

Stakeholders Purpose Communication channels/methods No. of conduct*' or frequency
Web seminars/briefings 17 times, 522 attendees
Customers ECplatform tours 468 visitors*
» Improve customer satisfaction . ; i
O @ ’ Networking events using LOGISTEED CAFE 49 times, 43(32r1zpan|es
‘IOI‘ D> Raise corporate brand value attende
ab Participation in large-scale exhibition Annually
Customer survey As needed
Presentation and commendation of excellent improvement Annuall
cases (V21 Award) y
Employees »> Enhance employee motivation Roundtable discussion with the management 3times

P> Create a workplace full of smiles and vibrance

AN
il

(dialogue session)

230 attendees in total

Setting up of intranet site for improvement assistance

The Group actively holds financial results briefings, small-scale meetings, and individual meetings targeting
analysts and institutional investors to enhance constructive dialogues with shareholders and investors.

In FY2020, in light of the spread of COVID-19, we held individual meetings, financial results briefings, and small-
scale meetings with investors including shareholders online.

We also participated in the IR seminar for individual investors held in Osaka by taking thorough measures
against infectious diseases.

In addition, we strived to promote dialogues with shareholders and investors and improved information
disclosure through Shareholder Relations (SR) interviews and posting of Q&As at the small-scale meetings on

our IR site.

Financial results briefing (online)

Individual meeting (online) IR seminar for individual investors (Osaka)

p Constantly maintain ‘good employer- (VCJUMP) Regularly
employee relationship
Health and Safety Committee Monthly
Employee engagement survey Annually
EC platform tours 468 visitors*
Business partners » Build good relationships with partners Networking everts using LOGISTEED CAFE 49 “m;tst’e[:lzd gg[gpa”'es

beyond the logistics domain

) Maintain long-term, stable, and effective

Seminars for partner transport companies

Semiannually in various

External Evaluation

2020

July: Received “Logistics Environment Special Award” at the 21st Logistics Environment Awards

Commendations/recognition from outside the Company

<Logistics Environment Special Award at
the 21st Logistics Environment Awards>

October:  Received “Director-General, Manufacturing Industries Bureau, Ministry of Economy,

Trade and Industry Award,“Appropriate Packaging Award,”and “Large-sized Equipment
Packaging Award" at the Japan Packaging Contest 2020

November: Two companies received 2020 Excellent Business Entities Working on Modal Shift (effective
use category)”

2021

January: — Our”Investor Relations”site received awards in major IR website evaluations

Appearance of a new special container Award certificate

(Announced on December 25, 2020)

w3
relationships with partner transport locations™
companies Setting up of inquiry contact for suppliers Regularly
Setting up of dedicated inquiry contact for existing suppliers Reqularly
Results briefings 4times
) ) ) Small-scale meetings 3 times
Shareholders/ P> Achieve sustainable growth and increase - : :
Investors corporate value over the medium-to-long-  Individual meetings by executives o 17 times
j term with active dialogue through fair and (including overseas investors and ESG investment interviews)
I highly transparent information disclosure ina - |R seminars for individual investors Once
sl timely and appropriate manner R
Regular General Shareholders Meeting Annually
Exercise of voting rights 93.78%**
Local administration/ % Share recogniion of cross-sectoralissues Participation in committees/conferences/meetings As needed
Industry associations  related to logistics
$ P> Contribute to solving issues through
collaboration and solidarity and realize o ) R
ﬁmﬁ sustainable logistics Participation in economic associations/industry groups As needed
. Individual dialogues with NGOs/NPOs, etc. 30times
Local community ) Contribute to sustainable lifestyles and society .
through support for logistics innovation, etc. ~ Support for holding sporting events/sports promotion s needed/Establishment of
T Track and Field Club
)> Raise awareness on soqgl role of logistics Dialogue with local governmens 37 times
toward the next generation
Participation in volunteer activities As needed

*1: Counted as of March 31, 2021 *2: The number of visitors and companies is the total of customers and business partners.

*3: We refrained from holding seminars

in FY2020 to prevent the spread of COVID-19.  *4: Ratio of exercise of voting rights at the Regular General Shareholders’ Meeting held on June 22, 2021.
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Rating Rating agency Rating
information Rating and Investment Information, Inc. (R&I)  Issuer rating: A Rating outlook: Stable
2021 CONSTITUENT MSCI JAPAN S&P/JPX
EMPOWERING WOMEM INDEX (WIN) Carbon
ESG. ( G WOM X (WIN) Cabon ‘CDP
evaluatlons 2021 CO[\]STH—UENT MSCJ JAPAN Index DISCLOSURE INSIGHT ACTION
ESG SELECT LEADERS INDEX Received “A-* on the Climate Change Report 2020
SER—LR~2 Corporate Websites __
H 4 “AAA Website” (2020) 3 IR Site Overall Ranking 7 % Internet IR
IR Web,SIte ?‘%?20 ‘”; Nikko Investor Relations 0 V 7 “Silver Award” (2020) é ot i “Excellence Award" (2020)
evaluatlons BE7A-7—I Ranking in all listed roGaSery GOMez m Daiwa Investor Relations
S5 companies in Japan e P—

2020% T

sZI\ For other external evaluations, please visit our website.
17/ https://www.hitachi-transportsystem.com/en/profile/csr/evaluation/
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Highlights

— Financial Highlights: The Track Record of 10 Years —

We will create values to meet all of our stakeholders’ expectations through steady implementation of
growth strategy and continuous self-transformation.

(As of March 31, 2021) < J-GAAP > IFRS >
(FY) 2011 2012 2013 2014 2014 2015 2016 2017 2018 2019% 2020
Millions of yen Millions of yen
For the year:
Revenues (Service Revenues)* ...l ¥553,934 ¥547,517 ¥624,504 ¥677,108 ¥678,573 ¥680,354 ¥665,377 ¥700,391 ¥708,831 ¥672,286 ¥652,380
Domesticlogistics ..o 386,448 375,560 388,765 397,844 397,954 405,080 411,796 417,835 432,793 435,311 421,190
Global logistics ... 148,610 152,485 215,193 258,354 258,231 253,144 231,727 260,285 255,828 219,761 216,258
Other services (logistics related businesses) ........................ 18,876 19,472 20,546 20,910 22,388 22,130 21,854 22,271 20,210 17,214 14,932
Operating income™ ... ... ... 23,131 19,535 20,992 21,198 21,465 28,320 29,466 29,803 31,192 33,483 36,711
Domesticlogistics ..o 29,146 27,452 28,523 26,082 14,071 20,333 21,830 21,740 22,099 26,063 25,176
Global logistics ... 2,763 1,123 2,910 5,897 4,848 5,652 5,693 6,280 7,108 6,502 10,340
Other services (logistics related businesses) ........................ 2,246 2,619 2,743 2,883 2,546 2,335 1,943 1,783 1,985 918 1,195
Elimination or company-wide expenses™ ........................ (11,024) (11,659) (13,184) (13,664) - — — - — - —
Netincome attributable to stockholders of the parent company (Net income)*' 12,563 11,156 5,433 10,932 13,250 14,011 18,703 20,916 22,786 21,614 22,873
At year-end:
Tl aSSBES o ¥365,013 ¥374,206 ¥427,733 ¥450,048 ¥459,386 ¥464,399 ¥549,924 ¥564,903 ¥612,535 ¥879,144 ¥787,936
Total equity (Netassets)" ... 164,640 174,904 181,401 188,935 176,726 178,552 190,919 208,291 228,949 239,257 162,107
Fquity attributable to stockholders of the parent company (Stockholders' equity) 156,622 169,327 168,683 176,714 173,720 175,543 187,482 204,328 222,346 232,861 155,158
Consolidated Cash Flows:
Cash flows from operating activities................................. ¥26,020 ¥24,689 ¥25,689 ¥31,578 ¥32,266 ¥38,820 ¥26,372 ¥27,924 ¥37,812 ¥78,204 ¥55,309
Cash flows from investing activities .....................oo. (58,948) (16,759) (24,595) (19,860) (19,886) (10,373) (69,004) (6,178) (13,892) (1,162) 69,779
(ash flows from financing activities . ..........................os. 37,215 (7,522) (2,038) (11,648) (12,065) (16,712) 55,592 (16,445) 21,104 (45,707) (161,056)
(ash and cash equivalents atend of year ........................... 31,081 33,052 33,614 34,542 34,544 45,146 57,483 63,497 108,412 139,021 104,815
Per share data (Yen):
Net income attributable to stockholders of the parent company (Net income)*’ ¥112.62 ¥100.01 ¥48.70 ¥98.00 ¥118.78 ¥125.60 ¥167.66 ¥187.50 ¥204.27 ¥193.76 ¥240.02
Equity attributable to stockholders of the parent company (Net assets)*' 1,404.03 1,517.93 1,512.16 1,584.16 1,557.32 1,573.67 1,680.70 1,831.72 1,993.25 2,087.52 1,854.01
Gashdividends ... 24.00 25.00 26.00 28.00 28.00 30.00 34.00 36.00 40.00 43.00 50.00
Share priceatyear-end ... 1,505 1,500 1,676 1,817 1,817 1,882 2,313 2,990 3,285 2,349 3,720
Capital expenditures:
Capital expenditures™ ... ¥16,857 ¥17,854 ¥27,948 ¥26,528 ¥26,528 ¥33,755 ¥21,961 ¥17,355 ¥27,559 ¥32,242 ¥68,100
Purchased assets™ ... ... ... 14,664 15,187 21,622 13,601 13,601 22,340 15,670 13,010 17,760 18,250 24,080
Depreciation and amortization ... 14,003 14,958 16,579 18,403 18,715 19,125 18,741 19,030 19,059 52,815 52,159
Financial ratios:
Operating margin (%) ... 4.2 3.6 34 3.1 3.2 4.2 4.4 4.3 4.4 5.0 5.6
ROE(%0) oo 83 6.8 32 6.3 8.0 8.0 10.3 10.7 10.7 9.5 11.8
Other data:
Number of employees (excluding senior employees, part-time or temporary employees) 21,104 22,793 24,425 24,728 24,728 24,744 25,274 25,074 24,139 23,837 22,682
Total floor space of warehouse (Ten-thousand square meters)*® ......... 516 564 637 691 691 709 719 731 734 741 753
Domestic ... 394 426 461 500 500 496 497 499 513 509 527
OVEISBAS ..\ttt 122 138 176 191 191 213 222 231 221 232 226

*1Terms in parentheses are used for -GAAP. *2 From the FY2015 (IFRS), the Group altered to allocate company-wide expenses to each business segment. The segment information
of the FY2014 (IFRS) had also reflected the alternation above. *3 Based on tangible and intangible assets accepted *4 Based on non-current assets recorded
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*5 In order to present business conditions more appropriately, the HTS Group started to use "Adjusted operating income”as a major indicator from FY2016 and also presented
"Adjusted operating income”for FY2015. *6 Excluding AIT Group *7 Effective April 1, 2019, the Group adopted IFRS 16 Leases.
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Scope Scope
Category/Item urs mesiovss|  FY2016 FY2017 FY2018 FY2019 Category/Item urs pmesiovesess|  FY2016 FY2017 FY2018 FY2019
group | group
Environmental Management Job Creation
Coverage of environmental management system o | o Head office acquired "Eco Stage 2" (equivalent to 15014001) and implemented it in domestic group companies. Number of new graduates hired/members of the Track and Field Club (persons)|  ® Joined on April1,2017:29/2  Joined on April 1, 2018:34/4  Joined on April 1, 2019: 24/1  Joined on April 1, 2020: 28/3%"  Joined on April 1,2021: 36/4
(15014001) (percentage of certification acquisition) ° — 3.8% 3.8% 3.6% 3.6% Number of female new graduates hired (persons) ° 9 10 11 10 16
Number of nor-compliance with environmental aws and regulations (envitonmental compliance) |~ @ 0 0 0 0 0 Number of new graduates hired who remained for Joined in April 2014:56  Joined in April 2015: 51 Joined in April 2016:38  Joined in April 2017: 27 Joined in April 2018: 30
Attendance rate of environmental e-learning courses o o 094% 99.8% 99.8% 99.7% 99.5% three years (excluding those in the Track and Field ° Remained as of April 1, Remained as of April 1, Remained as of April 1, Remained as of April 1, Remained as of April 1,
- : - I - Club) (persons) 2017:51 2018:47 2019:35 2020: 25 2021:30
Reductl'on ° Env‘lronmenta F_oad. by Products and Services Retention rate of new graduates hired after three years| ® 91.1% 92.2% 92.1% 92.6% 100.0% =
Eco-friendly vethIe ownerslhlp ratio . . ° ° 100% 100% 100% 100% 100% Number of experienced workers hired (persons) ° 10 19 20 23 14 -
Advanced eco-friendly vehicle ownership ratio ° [ — 90% 93% 96% 97% Number of female experienced workers hired (persons) | @ 5 9 9 5 6 g,
Greenhouse Gas (GHG) Ratio of experienced workers hired ° 21% 41% 40% 50% 36% =<
Improve fuel efficiency by vehicle type (dm'ving distance/fuel consumption)*' ° ° Compared to FY2014: Compared to FY2014: ~ Compared to FY2014:  Compared to FY2018: Compared to FY2018: Work-life Balance
[CO, emission reduction target **] -2% -3% +4% +1% +2% -
| el et e d S i w ; Sof ; SoFy . Sofy ; oy ¢ - Number of those who took maternity leave (persons) ® 4 12 11 17 15
mprove fuel efficiency by vehicle type (driving distance/fuel consumption)* ompared to FY2014: ompared to FY2014: ompared to FY2014: ompared to FY2018: Compared to FY2018: :
[Result of reduction of CO, emission] ° ° 1% 4250 1% +04% 2.3% Number of those who took childcare leave (persons) [ 9 16 14 19 15
Mfoda\sh\'fbnobra'\ltwaytralns ort Modfa\shiﬂt(l)%ela transport . Moda\tsPiﬂhlo railﬁé Modal it vessel for }ﬁ)}iallshift:?aa}ma Number of male employees (persons) b 4 3 4 4 1
i - ; %3 for precision instruments from or recyclable resources —— transport for househo ] ransport for imported foods i i 0 9 0 9 o
CO, emission reduction by modal shift (t-CO,) e o o Feediio o ofherareas  waste AT ared [ T e “a”ngiﬁ‘g:x;gg’gﬂ‘agﬁ from Kanagawa Prefecture to Ratio of those who returned to work after childcare leave | - ® 100% 94.4% 100% 100% 100%
inJapan 25.4** Hokkaido and Kyushu 320%°  to other areas in Japan 45.8 : other areas in Japan 98.6 Number of those who took nursing care leave (persons) | ® 1 0 2 2 2
Total of above CO, reductions in comparison with truck transport -86% -50% -79% -28%*7 -71.5% Number of paid leave taken (days) ° 174 174 18.5 18.5 16.7
CO, emissions suppressed with LED lighting fixtures (t-CO,) | ® ° ° 227 1,300 2,730 141.2 1,471 Rate of paid leave taken ° 72.5% 72.5% 78.0% 773% 69.8% o
. c
Total GHG emissions (Scope 1) (t-CO,) e | o 46,891 44,290 43,656 42,207 40,669 Overtime hours (average of full-time employees excluding managers) (hours/month) | @ 328 322 302 286 28.1 i
P ~ j oy
Total GHG emissions (Scope 18&2) (t-CO,) ) ° 135,690 132,122 127,561 119,753 112,995 Occupational Health and Safety §:
Total GHG emissions (Scope 3) (t-CO,) ° o 563,622 (partial tally) 537,272 557,860 527,187 437,045 - @
Air/Chemical Frequency rate of workplace accidents*'° o (o (0) (0) 0.85(0) 0.93(0) 0.78(0)
r _ <i:.m|ca s o R _ ‘ _ _ _ - _ Severity rate of workplace accidents*' ° ° (0) (0) 0.022(0) 0.013(0) 0.019(0)
Emissions of NOx, SOx and other significant air emissions ‘ o ‘ o ‘ ‘ Since 1992, we purchased only the vehicles equipped with measures against NOx and SOx to comply with emission regulations. Nmberofeficaccdents e n il of e Fersportatin Sty MeregementRegutin (ncdnt) | @ | @ 1 ] 0 0 0
Energy Social Contribution
Electricity consumption per “floor space”in “buildings” Compared to FY2014:  Compared to FY2014:  Compared to FY2014:  Compared to FY2018: Compared to FY2018: " A — e %12 %13
[Reduction target for energy consumption intensity] ha g -2% -3% 4% 1% 2% Total expenditure for social contribution (millions of yen) ‘ [] ‘ ‘ 12.0 9.0 18.0 29.0 69.7
Electricity consumption per “floor space”in“buildings” | o | o Comparedto FY2014:  Comparedto FY2014:  Compared to FY2014;  Compared to FY2018: Compared to FY2018: Open Innovation
[Result of reduction of energy consumption intensity] -0.7% -1.0% +0.9% -3% -8.3% Number of visitors to the Cornpany's facllities (persons)** | @ | | 150 1336 573 709 468
Total energy input/consumption (amount used) (GJ) ° ° 2,417,036 2,454,703 2,462,590 2,409,865 2,327,399 Y §
0 c
) =5
Total waste emissions (t) o o 34,564 33,304 30,527 29,892 29,533 28
Reduction target for copy paper consumption [reduction of resource use] | @ ° YoY:-1% YoY:-1% YoY:-1% YoY:-1% YoY:-1% Corporate Governance CE,).. §'
Results of copy paper consumption [reduction of resource use] | ® | ® YoY: -2.9% YoY: -2.9% YoY: -2.4% YoY: -5.3% YoY: £0% Number of directors/female (persons) o 8/1 8/2 8/2 8/2 9/2
Recycling rate target [waste reduction] o | o 99% 99% 99% 99% 99% Outside Director o 6/1 6/2 6/2 6/2 7/2
Actual recycling rate [waste reduction] o | o 99.4% 99.6% 99.4% 99.0% 99.0% Independent Officer L4 41 42 4/2 4/2 6/2
Amount of non-recycled waste (t) o | o 206 133 121 246 323 Number of executive officers/female (persons) o 18/0 16/0 15/0 18/0 18/0
Amount of recycled waste (recycled amount: total) (t) () ° 34,358 33,171 30,406 29,564 29,124 Compliance
Emissions of hazardous waste (total volume) (t) [ [ Although we do not keep track ofthe exact amount of PCB, other waste il and polluted mud because their amount s low, we manage them properly in accordance with laws. Number of compliance training conducted *'* ° ° 39(1) 25(3) 24(9) 30Q) 25(4) -
Green Purchasing Number of compliance meeting held o | o | o 4 4 8 6 7 _ %
Green purchasing rate ‘ o ‘ o ‘ ‘ 88.3% 90.0% 88.3% 86.0% 87.6% Number of whistle-blowing reports/consultations (cases)| ® | ® | ® 19 17 42 44 54 = §
Water Risk Management C(D) s
=]
Input of water resources (m’) e o] | 337,765 333,803 340,129 318916 306,770 Areas which conducted BCP simulation trainin g
i ) ) ) , gs and Total of Tokyo, Kansai, Chugoku, ~ Kyushu area 22 ! %17 | %18 =]
number of attendees (persons) ° ° and Kyushu areas 5% Saitama area 20 iemsal@ien 3 e e 17 Hukutkiarealls S §
i number of attendees (persons)*'® o Thailand area 8 Indonesia area 23
Employee Basic Data
Number of employees (excluding senior employees, part-time or temporary employees) | @ 1,886 1,781 1,571 1374 1,328 Information Security
Male ° 1,602 1,498 1,309 1,126 1,056 Number of attendees of information security training course (persons)| ® | ® | @ 35,581 36,508 37,497 37.778 38,267
Female ° 284 283 262 248 272 Rate of targeted threat emails for simulation trainings opened | ® | @ 4.3% 8.0% 0.7% 5.0% 9.6% -
Total personnel * 47,939 47,784 46,295 45328 43,729 Number of sites which obtained third-part ISOZ7001:34(_1epartmems 1SMS: 35 d_epartments ISMS: 36 dgparlments 1SMS: 36 d_epartments ISMS:26dgpartments =
Senior employees, part-time or temporary employees| ® | ® | ® 22,665 22,710 22,156 21,491 21,047 ceurtiﬁcaﬂonsl for\i,r\gf(Ieraﬂor; securilcy [PEITS) o o nglvacy mark: 1P3”V3CY mark: 1P3nvacy mark: 1P2”V3CY mark: 1P;|vacy mark: -5
Domestic o | o 29513 29,669 29,440 28950 28,671 S o o il o | e mm;;";s wm;aé”';s (Omg;"‘;s “’mgazmges ‘°m";"1'e; 2=
Overseas ° 18426 18115 16,855 16,378 15,058 umber of departments which conducted information security audit § §
Average age (full-time employees) (years old) ° 405 411 417 423 426 Intellectual Properties %‘. 3
Average service years (full-time employees) (years) ° 16.9 17.3 184 19.3 19.8 Number of patent applications ° ° ° 19 15 17 46 28 = E'
Numberof employee tumover ful-ime employee onl, xcuding thos etedor transfered o roup companie) persns) | @ 43 32 41 50 31 Number of patents held ° ° ° 28 27 31 49 78 5
Tumover ate (full-ime employees only, No.of employees eft/No.of employees at the beginning of FYx 100) | @ 2.0% 1.6% 2.0% 2.5% 1.6% 2
Diversity
A . ; ” ) ’ ” ) ; 7 . ” ) . 7 X *1 Large, Medium, and Small size (fuel efficiency km/2)  *2 CO, emission reduction target was changed from "Reduction of CO, emission intensity"(until FY2017) to "Improvement of fuel
Rat?o ofifemale new graduates h?red e JOWEd n AprTI 1 2 05 md /i1 2016315% Jomedon M AR de n Apr?\ 00 i Jo!ned onApr!I IS efficiency” (from FY2018).  *3 Specific case *4 Please refer to page 26 of Annual Report 2017 for details. *5 Please refer to page 28 of Annual Report 2018 for details.  *6 Please refer to
Ratio of female new graduates hired o | o Joined on Aprl1,2017:38.1%  Joined on April 1, 2018:35.2%  Joined on April 1, 2019:37.9%  Joined on Apri 1, 2020: 36.4%  Joined on April 1, 2021:48.3% page 64 of Integrated Report 2020 for details. *7 Comparison with transport by former container *8 Excluding employees of associates accounted for by the equity method  *9 One
Numbers of female managers (persons) ® 19 19 26 34 37 male and one female employees joined the Company in December due to the spread of COVID-19.  *10 Started aggregating data of domestic group companies from FY2018. Figures in
Ratio of female managers ° 27% 2.7% 3.7% 47% 4.9% parenthesis are on a non-consolidated basis. *11 Covers 13 group companies: Hitachi Transport System East Japan Co,, Ltd., Hitachi Transport System Kanto Co,, Ltd., Hitachi Transport System
Number of f | : O Metropolitan Co,, Ltd., Hitachi Transport System South Kanto Co., Ltd,, Hitachi Transport System Central Japan Co,, Ltd., Hitachi Transport System West Japan Co,, Ltd., Hitachi Transport System
umber of female assistant managers (persons) 48 56 66 61 n Kyushu Co, Ltd,, and Hitachi Transport Direx Co, Ltd, VANTEC CORPORATION, VANTEC EAST LOGISTICS CORPORATION, VANTEC CENTRAL LOGISTICS CORPORATION, VANTEC KYUSHU
Ratio of female assistant managers ° 8.1% 9.7% 11.5% 11.1% 13.1% LOGISTICS CORPORATION, TOKIWA KAIUN COMPANY LIMITED ~ *12 Includes donation and matching gifts  *13 The scope is changed to HTS and domestic and overseas group companies
Number of foreign employees (persons) ° 31 38 48 42 43 *14 Number of visitors to R&D Center (opened in March 2016) until FY2018 (FY2016: from July 2016 to March 2017) and number of visitors to Kasukabe EC Platform Center (started operation
. ) Py o 0 0 0 139 in September 2019) from FY2019  *15 Includes e-learning for all employees of domestic group companies: number shown in ()  *16 Includes attendees via video conference system. *17
Ratio offorelgnlemployees 20% 23% 24% 2.2% 2200 Trainings in Hokuriku area and at Hitachi Collabonext Transport System Co,, Ltd., originally scheduled in March 2020 were postponed to FY2020 or later due to the spread of COVID-19.  *18
Number of foreign managers (persons) O 1 1 3 3 3 Hitachi Transport System Central Japan Co,, Ltd. conducted an online training in March 2021 *19 Started from FY2017  *20 Includes attendees via video conference system *21 Postponed
Ratio of persons with disabilities hired (as of June each year)| ® | ® 2.30% 2.35% 2.46% 2.57% 2.48% due to the spread of COVID-19
Ratio of re-employment of the elderly (only those who requested) | ® 100% 100% 100% 100% 100%
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Consolidated Statement of Financial Position

Hitachi Transport System, Ltd. and subsidiaries

(Millions of yen)

As of March 31, As of March 31,
Assets 2021 2020
Current assets
Cash and cash equivalents ¥ 104,815 ¥ 139,021
Trade receivables and contract assets 123,681 115,419
Inventories 1,083 1,066
Other financial assets 4,378 5,102
Other current assets 13,393 6,801
Total current assets 247,350 267,409
Non-current assets
Investments accounted for using the equity method 6,372 89,271
Property, plant and equipment 159,981 148,232
Right-of-use assets 288,030 288,441
Goodwill 25,228 24,112
Intangible assets 23,824 24,397
Deferred tax assets 11,732 10,123
Other financial assets 18,459 21,274
Other non-current assets 6,960 5,885
Total non-current assets 540,586 611,735
Total assets ¥ 787,936 ¥ 879,144
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(Millions of yen)

As of March 31, As of March 31,
Liabilities 2021 2020
Current liabilities
Trade payables ¥ 51,733 ¥ 45410 g
Short-term debt 2,152 3,546 z
Current portion of long-term debt 10,320 10,416 =
Lease liabilities 30,600 33,209
Income tax payable 6,089 8,232
Other financial liabilities 24,202 37,886
Other current liabilities 31,559 29,062 o
Total current liabilities 156,655 167,761 :é':'
Non-current liabilities
Long-term debt 140,303 150,502
Lease liabilities 261,220 261,031
Retirement and severance benefits 37,071 34,825 5 5
Deferred tax liabilities 7,467 10,123 % ;c%
Other financial liabilities 20,075 12,299 7S
Other non-current liabilities 3,038 3,346
Total non-current liabilities 469,174 472,126
=Y
Total liabilities 625,829 639,887 i?‘;
Equity %g
Equity attributable to stockholders of the parent company §
Common stock 16,803 16,803
Retained earnings 236,311 220,829
Accumulated other comprehensive income 1,861 (4,587)
Treasury stock, at cost (99,817) (184)
Total equity attributable to stockholders of the parent company 155,158 232,861
Non-controlling interests 6,949 6,396
Total equity 162,107 239,257
Total liabilities and equity ¥ 787,936 ¥ 879,144
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Consolidated Statement of Profit or Loss

Hitachi Transport System, Ltd. and subsidiaries

(Millions of yen)

Consolidated Statement of Cash Flows

Hitachi Transport System, Ltd. and subsidiaries

(Millions of yen)

2021 2020

Revenues ¥ 652,380 ¥ 672,286
Cost of sales (566,582) (588,078)

Gross profit 85,798 84,208
Selling, general and administrative expenses (49,087) (50,725)

Adjusted operating income 36,711 33,483
Other income 10,787 10,579
Other expenses (6,448) (9,706)

Operating income 41,050 34,356
Financial income 413 88
Financial expenses (44) (1,701)
Share of profits of investments accounted for using the equity method - 3,010 6,864

EBIT (Earnings before interest and taxes) 44,429 39,607
Interest income 1,197 1,186
Interest expenses (6,492) (6,964)

Income before income taxes 39,134 33,829
Income taxes (15,180) (11,344)

Net income ¥ 23,954 ¥ 22485
Net income attributable to:

Stockholders of the parent company 22,873 21,614

Non-controlling interests 1,081 871

(yen)
2021 2020

Earnings per share attributable to stockholders of the parent company

Basic ¥ 240.02 ¥ 193.76

Diluted -

Consolidated Statement of Comprehensive Income

Hitachi Transport System, Ltd. and subsidiaries

(Millions of yen)

2021 2020
Net income ¥ 23,954 ¥ 22485
Other comprehensive income (OCI)
[tems not to be reclassified into net income
Net changes in financial assets measured at fair value through OCI s 475 (49)
Remeasurements of defined benefit plans 213 284
Share of OCl of investments accounted for using the equity Mmethod e 18 (93)
Total items not to be reclassified into net income 706 142
[tems that can be reclassified into net income
Foreign currency translation adjustments 6,274 (4,344)
Net changes in cash flow hedges 2 4
Share of OCl of investments accounted for using the equity method s 20 (21)
Total items that can be reclassified into net income 6,296 (4,361)
Other comprehensive income (OCI) 7,002 (4,219)
Comprehensive income ¥ 30,956 ¥ 18,266
Comprehensive income attributable to:
Stockholders of the parent company 29,211 17,878
Non-controlling interests 1,745 388
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2021 2020
Cash flows from operating activities:
Net income ¥ 23,954 ¥ 22,485
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation and amortization 52,159 52,815
Impairment losses 1,339 4,169
Income taxes 15,180 11,344
Share of profits of investments accounted for using the equity method «: (3,010) (6,864)
Gain on sale of investments in associates (4,945) -
Gain on business reorganization - (1,244)
Gains on sale of property, plant and equipment (2,769) (8,371)
Interest and dividends income (1,270) (1,267)
Interest expenses 6,492 6,964
(Increase) decrease in trade receivables and contract assets (4,366) 16,692
Decrease in inventories 77 60
Increase (decrease) in trade payables 3,084 (8,303)
Increase in retirement and severance benefits 1,976 2,741
Changes in other assets and other liabilities (5,203) (3,256)
Other 996 1,145
Subtotal 83,694 89,110
Interest and dividends received 4,145 3,896
Interest paid (6,399) (6,880)
Income taxes paid (26,131) (7,922)
Net cash provided by operating activities 55,309 78,204
Cash flows from investing activities:
Purchase of property, plant and equipment and intangible assets - (19,792) (12,709)
Proceeds from sale of property, plant and equipment and intangible assets - 3,814 13,105
Proceeds from sale of investments in associates 87,183 -
Purchase of subsidiaries’shares (1,476) (666)
Decrease due to a loss of control of subsidiaries - (384)
Other 50 (508)
Net cash provided by (used in) investing activities 69,779 (1,162)
Cash flows from financing activities:
Decrease in short-term debt, net (1,575) (2,075)
Repayments of long-term debt (10,409) (739)
Repayments of lease liabilities (36,648) (37,103)
Proceeds from sale of shares of consolidated subsidiaries to non-controlling interests - 114 -
Acquisition of shares of consolidated subsidiaries from non-controlling interests - (7,541) (199)
Dividends paid to stockholders of the parent company (4,299) (4,686)
Dividends paid to non-controlling interests (121) (180)
Acquisition of treasury stock (99,633) (2)
Other (944) (723)
Net cash used in financing activities (161,056) (45,707)
Effect of exchange rate changes on cash and cash equivalents i 1,762 (726)
Net (decrease) increase in cash and cash equivalents (34,206) 30,609
Cash and cash equivalents at beginning of year 139,021 108,412
Cash and cash equivalents at end of year ¥ 104,815 ¥ 139,021
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Glossary

Intermodal
transportation

Multimodal transportation combining different transport modes such as railroad, truck, aircraft,
and ship, which enables to deliver cargoes in containers all the way to the final destination.
Combining rail and ocean transportation for the trunk line transport is also expected to reduce
environmental load.

GDP

Stands for Good Distribution Practice and refers to appropriate distribution standard for
medical supplies to ensure strict quality control. It is applied to the procurement, storage, and
distribution processes of medical supplies after they are shipped to the market until they reach
pharmacies, pharmaceutical distributors, and medical institutions.

UN Global
Compact

A global framework aimed at realizing sustainable growth by encouraging companies/
organizations to exercise responsible and creative leadership and act as good members of
society. It sets ten principles related to protection of human rights, elimination of unfair labour,
response to environmental issues, and anti-corruption.

RFID

Stands for Radio Frequency Identification and refers to contactless automatic recognition
technology that reads information via radio waves. The use of RFID technology is expected
to improve efficiency of merchandise management, expiration check at stores, and inventory
management, etc. at logistics centers.

Reverse
logistics

Logistics related to disposal of used products as well as return/collection of unneeded products
to be reused, resold, and recycled.

Palletizer/
Depalletizer

Equipment to automatically load cargoes on pallets or roll box pallets. Depalletizer is equipment
to automatically remove loaded cargoes.

RPA

Stands for Robotic Process Automation and refers to software robotics technology that automates
administrative work performed by a person using a personal computer. By registering operating
procedures in advance, RPA can operate and run multiple systems just like a person does.

Milkrun

Transportation method whereby one truck visits bases of multiple suppliers to collect
production parts and deliver them to a production plant. It can not only improve transport
efficiency and streamline the management of shipment receiving process at production plants
but also contribute to solving environmental issues such as emissions of CO, and air pollutants.

SCDOS

Stands for Supply Chain Design & Optimization Services and refers to the HTS Group's supply
chain optimization services. They centrally manage and visualize customers'various supply chain
data to support solving issues and strategy planning.

AGV

Stands for Automated Guided Vehicle. It is equipment that automatically drives and delivers
pallets/roll box pallets mainly in logistics centers and factories.

SSCV

Stands for Smart & Safety Connected Vehicle and refers to a transport digital platform that the HTS
Group develops and provides to realize “sustainable transportation services”and “zero-accident
society!” It consists of three solutions of SSCV-Smart (order management, vehicle assignment
management, and driving management), SSCV-Safety (safe driving management), and SSCV-
Vehicle (optimization of vehicle management, failure prediction and preventive maintenance).

cbp

An NGO established in 2000 and managed by a UK. charitable organization, which runs the
global disclosure system for investors, companies, nations, regions, and cities to manage their
environmental impacts. It discloses information on global leading companies'initiatives on

a universal scale by gathering information on CO, emissions and climate change initiatives
through questionnaires and analyzing/scoring their responses, with an aim to improve
engagement in environmental issues.

SWH

Stands for Smart Warehouse and refers to the HTS Group's logistics center equipped with
advanced technologies to pursue efficiency and flexibility. The EC Platform Center in Kasukabe,
Saitama Prefecture, a shared automated warehouse for EC logistics, started operation in
September 2019. We will combine automation/labor-saving expertise with digital technologies
to provide services standardized for each industry in addition to EC industry.

CEIV Pharma

Stands for the Center of Excellence for Independent Validators in Pharmaceutical Logistics. It
is a uniform international standard of quality certification for air transport of pharmaceutical
products at controlled temperatures developed by International Air Transport Association (IATA).

TCFD

Stands for Task Force on Climate-related Financial Disclosures. [t recommends that companies,
etc. disclose relevant information on their climate change initiatives that could have financial
impacts on them under the four thematic areas of Governance, Strategy, Risk Management, and
Metrics/Targets.

csv

Stands for Creating Shared Value, a concept advocated by Michael Porter, an American scholar in
business management specializing in corporate competitive strategy. It refers to practices that
balance activities to create economic benefits with solutions to social issues, or management
strategies to achieve them.

TEU

Stands for Twenty-Foot Equivalent Unit and refers to a unit of volume converted into the
number of 20-foot-long marine containers.

DX

Refers to Digital Transformation. “The Guidelines for Promotion of Digital Transformations” by the
Ministry of Economy, Trade and Industry of Japan define DX as “a situation where a company
deals with dramatic changes in business environments, changes its products, services and
business models so as to meet the demands of customers and society by taking advantage of
data and digital technologies and changes its services per se, organizations, processes, corporate
and business culture so that it can establish competitive advantages!

T™MS

Stands for Transportation Management System. It mainly consists of functions to support
delivery planning, movement management, and driving record management.

VC21 Activities

Stands for Value Change & Creation 2021 and refers to daily improvement activities to
implement the HB WAY. Its aim is that “the Company continues to grow and employees find
their work rewarding."We are establishing an improvement culture through “visualization of
improvement activities”and “cultivation of the culture of praise”such as exchanging ideas
among employees under different themes and giving awards to excellent cases.

Hitachi Transport System, Ltd.

* Listed in Japanese or English alphabetical order

Integrated Report 2021

WMS

Stands for Warehouse Management System. It manages processes from receiving products
in a warehouse to shipping them with functions such as management of receipt/inventory/
shipment/ operational progress/inventory, and preparation of slips.

SCDOS and SSCV are registered trademarks of Hitachi Transport System, Ltd.
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Corporate Data

Corporate name: Hitachi Transport System, Ltd.

Head office:
Founded:

Paid-in capital: ¥16,802 million
Total personnel: 43,729

Stock Information

Stock Exchange
First Section of Tokyo
Securities Code: TSE-9086

Number of shares outstanding

11

1,776,714 shares

Number of shares per unit
100 shares

Composition of shareholders

2-9-2, Kyobashi, Chuo-ku, Tokyo, Japan
February 1950 (Established: August 1959)

Other corporations
47,893,184 shares (160)

42.85%

Foreign shareholders
16,399,759 shares (260)

14.67 %

Main businesses:

 3PL Business [integrated logistics services for corporate
customers]
(Logistics System Building, Information Control,
Inventory Control, Orders Control, Processing for
Distribution, Logistics Center Operation, Factory
Logistics, Transportation, Customs Clearance,
International Nonstop Delivery through Land/Ocean/Air
Transportation)

e Transportation, Installation and Setting of General Cargo,
Heavy Machineries, and Artworks

e Factory and Office Moving

e Warehousing and Trunk Room Services

e Collection and Transportation of Industrial Waste

e Logistics Consulting, etc.

Financial institutions,
securities companies

. 14,069,301 shares (74)

Number of T 12.59%

shares outstanding
111,776,714 shares

Individuals and others
(5,348) 33,414,470 shares (4,854)

(Note) 1. Numbers inside parentheses are number of shareholders. 2. Individuals and others include treasury stock (27,903,145 shares).

Major shareholders (top 10)

Changes in share price (as of the end of the month) and volume

Number of shares Percentage of Share Price (Yen) —Share Prices 1 Volume ~ Volume (Millions)
Name of shareholder held (thousands) shares held 4000
I Hitachi, Ltd. 33471 3991 % 15
: 3,500
[l SG Holdings Co, Ltd. 12810 1527 12
The Master Trust Bank of Japan, Ltd. 3756 448 3,000 9
(Trust Account) ' :
2,500 6
State Street Bank and Trust Company 2334 578
510312 2,000 3
gt]aotgﬁtreet Bank and Trust Company 2075 247 OT 0
4567 891011121 2 3
Custody Bank of Japan, Ltd. (Trust 1795 514 2020 2021
Account)
I Eitaclhi Trapgﬁort }’?ylséeml ktd L 1,318 157 (Reference) Cancellation of treasury shares
mployees arenolding ssociation The Company cancelled 6,975,786 shares of its treasury stock on June 4, 2021,
; : 20,699,214 shares on September 3, 2021. The number of treasury shares aftel
I Nat\onal Mutual Insuran;e Federation 1,122 134 the canceHatio; is 228,308 sharers (as ofAugustUW 9, 20r21). ’Plezgeyr;ferrt; the '
of Agncultural Cooperatlves Company'’s news releases shown below.
I FUKUYAMA TRANSPORTING CO, LTD. 1,038 1.24 Announced on May 20, 2021 "Cancellation of Treasury Shares”
https://www.hitachi-transportsystem.com/en/news/pdf/20210520_
IGOLDMAN SACHS INTERNATIONAL 798 0.95 Cancellation%200f%20Treasury%20Shares.pdf

(Note) 1. The Company holds treasury stock (27,903,145 shares), which is not shown in this table.
2.The percentage of shares held is calculated based on the number of shares excluding

Hitachi Transport System, Ltd.

treasury stock (27,903,145 shares).

3.The number of shares held by Custody Bank of Japan, Ltd. (Trust Account) includes
185,600 shares of the Company’s share held by a trust for the performance-linked stock
compensation plan for the Company’s executive officers.

Integrated Report 2021

Announced on August 19, 2021 "Cancellation of Treasury Shares”
https://www.hitachi-transportsystem.com/en/news/pdf/20210819_
Cancellation%200f%20Treasury%20Shares.pdf

Network Extending to 29 Countries and Regions

Europe
13 companies
83 sites East Asia
25 companies Japan )
129 sites 26 companies North America
330 sites 10 companies
48 sites
Asia
24 companies
162 sites

Companies: 98
Locations: 752

*Number of companies includes associates accounted for using the equity method.
*Number of sites excludes AIT Group and HTB-BCD Travel Group.

Website/SNS Account Information

Various information including the corporate information and IR information is available on our website and SNS.

@ Website
https://www.hitachi-transportsystem.com/en/

LOGISTEED CAFE LU;'%ISI'EED New encounters create

Home page > LOGISTEED CAFE new possibilities.

Toward New Dimensions

= Investor Relations
Home page > Investor Relations

LOGISTEED

CSR/ESG
Home page > CSR/ESG

@ YouTube official channel:

https://www.youtube.com/channel/UChfA_IsMeJpFIGI10Qq_1Kg (apanese version only)

@ @ Twitter official channel:
https://twitter.com/hb_logisteed

(Japanese version only)
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® Hitachi Transport System, Ltd.

2-9-2,Kyobashi,Chuo-ku,Tokyo,Japan
Tel:+81-3-6263-2800
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