PRESS RELEASE E sAN =Y

INNOVATING COMFORT

July 13, 2026
Sanden Corporation

Key Initiatives Under the Mid-Term Business Plan
Part 2: Quality Management Initiatives

— Driving Global Standardization of Change Management to Prevent Quality Risks —

Sanden Corporation (Head Office: Isesaki City, Gunma Prefecture, Japan; hereinafter “Sanden”) is pleased
to introduce its global change management standardization initiative as part of its quality management
activities in the second installment of a series highlighting key initiatives under its Mid-Term Business Plan.

This release highlights the following initiatives:
@ Strengthening profitability through improvements in the after-sales service cost-to-sales ratio
@ Addressing the need for more advanced quality management in response to changes in the
business environment
3 Reducing quality risks and enhancing competitiveness through the global standardization of

change management

Since its founding, Sanden has been guided by its corporate principle, “Satisfy our customers’ needs with
high-quality products,” and has consistently upheld a quality-first philosophy. The global standardization of
change management is one of Sanden's key quality management initiatives, designed to address the
challenges of advancing electrification and changing supply chains while reinforcing its longstanding
commitment to quality.

Change management is a proactive approach that assesses in advance the impact of changes in product
design, manufacturing processes, suppliers, and other factors on product quality and supply stability, helping
to prevent potential issues before they occur.

Sanden is enhancing the visibility of change-related information and aligning evaluation criteria across its
global operations. Through these efforts, Sanden aims to prevent quality issues proactively while supporting
the improvement of its earnings structure and strengthening competitiveness under its Mid-Term Business
Plan.

® Strengthening Profitability Through Improvements in the After-Sales Service Cost-to-

Sales Ratio
The after-sales service cost-to-sales ratio is a key indicator that measures the cost burden associated with
quality-related issues and serves as an important metric for evaluating the progress of quality improvement
activities and their impact on profitability.
Based on Sanden’s internal management indicators, the after-sales service cost-to-sales ratio for fiscal 2025
improved by 43% compared with fiscal 2023. This improvement reflects the contribution of quality
enhancement initiatives, including the early identification of quality issues and proactive prevention activities,
to cost reduction efforts.



To sustain this improvement over the long term, it is essential to strengthen mechanisms for identifying
changes affecting products and supply chains at an early stage and preventing quality risks before they
occur. To this end, Sanden is advancing the global standardization of change management as a key initiative
under its Mid-Term Business Plan and is working to embed the practice across its global operations.

Sanden will work toward further improvements in key quality indicators, including the after-sales service
cost-to-sales ratio, by 2028.

® The Need for Advanced Quality Management in a Changing Business Environment

As electrification advances across the automotive industry, the product development environment is evolving
rapidly, driven by the increasing use of electronic components, the expansion of control functions, and
shorter development lead times. At the same time, quality management requirements are becoming more
sophisticated, extending beyond customer quality expectations to areas such as foreign material and
electrostatic discharge control, traceability, and compliance with quality-related standards.

In addition, geopolitical risks and increasingly complex supply chains have heightened the need to identify
and manage quality risks across the entire supply chain, including suppliers, rather than within Sanden
alone.

To respond effectively to these changes in the business environment, it is essential to identify changes
related to product design, manufacturing processes, and suppliers at an early stage, and to enable relevant
functions to assess quality risks based on common evaluation criteria. Sanden believes that these efforts
contribute to mitigating and preventing quality risks while ensuring a stable supply of products.
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Growing Quality Risks — Effective Change Management Drives Quality
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*VDA 6.3: Process audit standard established by the German Association of the Automotive Industry (VDA).
*IATF 16949: Quality management system standard for the automotive industry.
*BCP: Business Continuity Plan.

External Environment Changes



® Global Standardization of Change Management

To prevent quality risks proactively and ensure compliance with customer requirements and contractual
obligations, Sanden is enhancing the visibility of information related to design changes, process changes,
supplier changes, and other modifications, while standardizing evaluation criteria across its global
operations. In addition, Sanden has established a framework to capture change information throughout the
upstream supply chain, when necessary, enabling the early identification of potential impacts on product
quality.

As part of these efforts, Sanden conducts advance assessments for each change request and establishes
control measures based on the significance of the change. In addition, gate reviews are performed at each
stage of the change process, while compliance with customer requirements is verified to ensure that the
impact of changes is managed in a structured and systematic manner.
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*SCM: Supply Chain Management
*DV/PV: Design Verification / Product Validation

Change Management Framework

To further improve the effectiveness of change validation, Sanden has established an internal framework
known as the “7 Steps + 1 Rule for Change Management,” which standardizes the key items to be reviewed
whenever a change is introduced. Under this framework, customer requirements, past field performance,
product performance before and after implementation, and process audit results are systematically
evaluated to reduce quality risks associated with changes.

This approach helps reduce rework and defects during both product development and mass-production
phases, while contributing to cost reduction and enhanced responsiveness to customer needs.
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*DRBFM (Design Review Based on Failure Mode): A quality management method that focuses on
design changes and change points to identify and assess potential quality risks.

7 Steps + 1 Rule for Change Management

® Enhancing Quality Competitiveness Across the Entire Supply Chain

To maximize the effectiveness of change management, efforts must extend beyond Sanden’s internal
operations and encompass the entire supply chain, including suppliers.

To achieve both quality excellence and a stable supply of products, Sanden works closely with suppliers to
strengthen change management practices, share requirements, and promote compliance with quality-related
standards and customer requirements. Through these initiatives, Sanden seeks to reduce quality risks
originating within the supply chain and enhance its responsiveness to customer needs.

The effectiveness of these quality management initiatives is also reflected in customer recognition. The
Sanden Group received 19 quality-related awards in 2024 and 16 awards in 2025 from its customers.

Examples of Quality Awards

Going forward, Sanden will advance the global standardization of change management while strengthening
quality assurance from the upstream stages of development and procurement.

Through quality transformation centered on change management, Sanden will work to reduce costs,
strengthen customer trust, and elevate management standards across the entire supply chain. Through
these efforts, Sanden seeks to improve profitability and enhance long-term corporate value in line with its
Mid-Term Business Plan.



® Message from the Head of Quality

Under our philosophy of “Customer First, Quality First,” Sanden is committed to
strengthening its global quality management framework and driving continuous
improvement. In recent years, our quality management initiatives have contributed
to improvements in key quality indicators and earned recognition from our
customers.

As electrification advances and supply chains become increasingly complex,
expectations for quality management within the automotive industry continue to

rise. In response to these changes, Sanden is strengthening global quality
governance, building quality into products from the development stage, and Head of Quality
reinforcing change management practices across the entire supply chain.

We view quality not simply as a management function, but as a source of competitive advantage that
enables us to continue earning the trust and confidence of our customers.

Through the global standardization of change management, we are working to prevent quality risks before
they occur and create value that earns customer trust by achieving both high quality and a stable supply of
products.

Going forward, we will continue creating value for our customers through quality excellence while
strengthening our management foundation through quality management initiatives. Through these efforts, we
will contribute to improving profitability and enhancing corporate value as outlined in our Mid-Term Business
Plan.

Our mission in the Quality Division is not only to protect quality, but also to transform quality into a source of
competitive advantage.

The next installment will highlight Sanden'’s initiatives to improve productivity through its Monozukuri

activities.

*The plans, targets, and future initiatives described in this release are based on information available and assumptions deemed reasonable as
of the date of this release. Actual results may differ materially due to changes in the business environment and other factors.
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