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Key Initiatives Under the Mid-Term Business Plan
Part 6: Strengthening IT Infrastructure

— Enhancing Management Capabilities and Accelerating Digital Transformation Through the Global Deployment of SAP —

Sanden Corporation (Head Office: Isesaki City, Gunma Prefecture, Japan; hereinafter “Sanden”) is pleased
to introduce its initiatives to strengthen the IT foundation through the global deployment of SAP in the sixth
installment of its series highlighting key initiatives under the Mid-Term Business Plan.

This release highlights the following initiatives:

Background and Objectives of the Global SAP Rollout
Results of the SAP Project in Japan

Enhancing Management Capabilities Through Data Utilization
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Roadmap Toward Achieving the Mid-Term Business Plan

Sanden is strengthening its IT infrastructure to support the visualization of management information and
faster decision-making, as part of its efforts to enhance profitability and strengthen competitiveness under its
Mid-Term Business Plan, “SHIFT2028.”

A core component of this initiative is the phased deployment of the ERP system SAP S/4HANA Cloud
(“SAP”), which Sanden has been implementing since 2022. ERP is a system that integrates and manages
core business information, including sales, procurement, inventory, and finance.

This initiative goes beyond a simple system upgrade. By reviewing business processes and data
management practices that have historically differed among locations, Sanden aims to improve the visibility
of management information, accelerate decision-making, and optimize resource allocation, thereby
contributing to the sustainable enhancement of corporate value.

SAP is being deployed in phases based on the circumstances of each region, beginning in China and
subsequently expanding to Japan, Thailand, Malaysia, Poland, and France.

In Japan, SAP has been implemented at the company’s three major manufacturing plants, and four major
ERP systems have been consolidated into SAP. This has enabled Sanden to centralize information that had
previously been dispersed across factories and departments, creating an environment in which management
information can be utilized across the Group. Based on the post-implementation evaluation of the Japan
SAP Project, annual benefits of JPY 116 million are expected following stable operations, driven by IT cost
reductions through system integration and operational efficiency improvements.

Going forward, Sanden will leverage the data consolidated on SAP to visualize key KPls and management
reports, enabling Sanden to gain faster insight into the status of each location and enhance its management
capabilities.

*KPI: Key Performance Indicator



B Key Initiatives and Results

Item Key Initiatives / Results

Global Rollout Phased deployment across China, Japan, Thailand, Malaysia, Poland, and France
|

Completed implementation at three major manufacturing plants in Japan and
consolidated four major ERP systems into SAP.

Implementation and Based on the post-implementation evaluation of the Japan SAP Project, annual

Integration in Japan benefits of JPY 116 million are expected following stable operations, driven by IT
cost reductions through system integration and operational efficiency
improvements.

Inventory management, procurement planning, MRP (Material Requirements

U (et Planning), supply and demand planning, financial management, and cost

Covered

management
|
Business and Standardization of business processes, unified coding structures, and centralized
Data Management master data management
Operations and Accumulating internal SAP expertise and strengthening a framework for

Continuous Improvement continuous improvement

* The annual benefit of JPY 116 million is an estimate based on the post-implementation evaluation of the Japan SAP Project, including IT
cost reductions through system integration and operational efficiency improvements, and may vary depending on operating conditions and
other factors.

® Overview of the Global SAP Rollout
Historically, different locations within the Sanden Group used different core business systems to manage
information related to production, sales, procurement, inventory, and finance. In addition, coding structures
and business processes for items such as products, accounts, suppliers, and customers varied by location,
making it time-consuming to consolidate and compare data across the Group and obtain management
information.
To address these challenges, Sanden began deploying SAP as a globally standardized ERP platform in
2022. Starting in China and subsequently expanding to Japan, Thailand, Malaysia, Poland, and France,
Sanden has been standardizing coding structures and establishing centralized master data management,
creating a foundation that supports business improvement and management control across the Group.
The key principles are as follows:
* Standardization of business processes across production, sales, procurement, inventory, and
finance
* Standardization of coding structures for products, accounts, suppliers, and customers
* Centralized master data management
* Establishment of a framework for managing business information based on common
standards
* Establishment of a framework to support SAP operations and continuous business
improvement

Through these initiatives, Sanden is creating an environment that enables information from each location to
be viewed and utilized across the Group, supporting business improvement and enhanced management
capabilities.



® Business Transformation Through the Japan SAP Project
Under the Japan SAP Project, SAP has been successfully implemented at Sanden’s three major
manufacturing plants in Japan: the Yattajima Plant, Akagi Plant, and Naganuma Plant.
As part of the implementation, existing operations were reviewed and the following key business processes
were streamlined:

* Inventory Management

* Procurement Planning

* MRP (Material Requirements Planning)

* Supply and Demand Planning

* Financial Management

* Cost Management

In addition, Sanden reviewed and streamlined business processes and data management practices that had
previously differed across departments and locations, and consolidated four major ERP systems into SAP.
As a result, information that had been dispersed across the organization was centralized, creating an
environment that supports future analysis and continuous improvement. Based on the post-implementation
evaluation of the Japan SAP Project, annual benefits of JPY 116 million are expected following stable
operations, driven by IT cost reductions through system integration and operational efficiency improvements.
The knowledge and expertise gained through the project in system operations and improvement activities
have been retained within the company, and a framework has been established to support continuous
improvement. Going forward, Sanden will build on this expertise to further improve SAP operations globally.
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Figure: Global SAP Rollout Roadmap

® Enhancing Management Capabilities Through Data Utilization

Following the go-live of SAP, Sanden has been working to ensure stable operations while addressing issues
identified through the implementation process.

In the next phase, Sanden will leverage data from each location to visualize key KPls and management
reports related to inventory, profitability, and supply and demand conditions. By enabling a Group-wide view



of business performance, inventory levels, and profitability across locations based on common standards,
Sanden aims to accelerate decision-making, optimize resource allocation, and improve operational
efficiency.

In addition, Sanden will leverage the Group-wide business and data platform built around SAP to strengthen
its data infrastructure and analytical environment in support of broader Al adoption.

The Sanden Group positions 2026 as an important milestone toward the full-scale adoption of Al. In addition
to data consolidated on SAP, Sanden will draw on the expertise of the Hisense Group, its parent company, to
advance initiatives in areas where Al can contribute to management analysis, operational efficiency, and
productivity improvement.

® Roadmap Toward Achieving the Mid-Term Business Plan

Strengthening IT infrastructure is an important initiative that supports the enhancement of competitiveness
and profitability under the Mid-Term Business Plan. Through the standardization of business processes and
centralized data management enabled by SAP, Sanden is advancing the following three-phase approach to
improve the visibility of management information and optimize resource allocation.

Phase 1: Foundation Building
Through the phased deployment of SAP, Sanden is standardizing business processes, coding structures,
and master data, creating a common business and data environment across the Group.

Phase 2: Enhancing Management Capabilities
Leveraging data consolidated on SAP, Sanden will visualize key KPls and management reports, enabling
timely visibility into the status of each location and supporting enhanced management capabilities.

Phase 3: DX and Al Utilization

Leveraging the data foundation established through SAP, Sanden will advance data analytics and the
practical application of Al tailored to the challenges faced by each function. Through these initiatives,
Sanden aims not only to improve operational efficiency, but also to enhance decision-making and strengthen
competitiveness.

*DX: Digital Transformation

Sanden will continue to build a globally integrated platform centered on SAP, improving the visibility of
management information and accelerating decision-making. Through these initiatives, Sanden will support
the enhancement of profitability and competitiveness outlined in its Mid-Term Business Plan, “SHIFT2028,”
and contribute to the sustainable enhancement of corporate value.
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Figure: Roadmap Toward Achieving the Mid-Term Business Plan



® Message from the Head of Process & IT

The objective of this initiative was not simply to replace existing systems, but to
establish a common platform that supports global business operations.

In Japan, in particular, the business functions and the Process & IT Division
worked closely together to advance the project while reviewing on-site
operations. We believe that completing the deployment at our major
manufacturing plants in Japan and establishing the foundation for data
utilization represents a significant achievement.

In addition to system integration, another important achievement of this project
was the establishment of a framework for continuous improvement through
collaboration with Hisense’s development team.

Going forward, we will leverage the data consolidated on SAP for management

Head of Process & IT

control and business improvement, while further advancing the practical application of Al by building on the

data foundation established through SAP. Through these initiatives, we aim to establish a framework that

supports management decision-making from a global perspective.

By continuing these efforts, we will steadily strengthen the management foundation that supports the

achievement of our Mid-Term Business Plan.

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