PROTO CORPORATION
ANNUAL(ESG) REPORT 2022

PR0OTO

PROTO CORPORATION

PR0OTO

Printed in Japan



1

Corporate Goal
and Ideology and Profile Top Message

Corporate Goal and Ideology and Profile

—Create change by continuing to challenge itself.—

Cowor® CHANGING COMPANY

Gaining “customer satisfaction (useful information and services),”
“employee pride (company and work),” and “shareholder trust (future and achievements)”

by creating a new society through change and innovation.

Corporate To turn challenges into future power and contribute
deology to society with dreams, inspirations, and joy.

“To turn challenges into future power”

means the creation of unprecedented value with novel ideas (viewpoints)
and frameworks (ways of thinking). Endeavors we will make must not be

for near-term profits, but create new value for our society.

Our endeavors are not merely for pursuing convenience and economic value,
but also intended for solving social issues, realizing the dream of everyone,
and inspiring people.

By pursuing “dreams, inspirations, and joy,” we will create social value
and become an enterprise that will be definitely chosen by society.

We aim to become “a partner of the future society,” which will create social value.

Top Message

Toiturn'challengesii

Corporate Name PROTO CORPORATION

Corporate Established June 1,1979 (Founded: October 1, 1977)

Profile

Common Stock 1,849 million yen (As of March 31, 2022)

Shares Outstanding 41,925,300 shares (As of March 31, 2022)

Head Offices 1-23-14 Aoi, Naka-ku, Nagoya-shi, Aichi 460-0006 Japan
6-18-1 Nishishinjuku, Shinjuku-ku, Tokyo 160-0023 Japan

Branch Offices Sapporo, Sendai, Takasaki, Nagano, Hamamatsu, Nagoya, Kanazawa, Osaka,
Hiroshima, Matsuyama, Fukuoka, Kumamoto (35 Sales Outlets Nationwide)

Fiscal Year-end March 31

Number of Employees 1,302 (consolidated) / 534 (non-consolidated) (As of March 31, 2022)

Stock Exchange Listing Tokyo Stock Exchange Prime Market and Nagoya Stock Exchange Premier Market

Corporate Site https://www.proto-g.co.jp/

IR Site https://www.proto-g.co.jp/IR/
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On October 1, 2022, our company commemorated the 45th anniversary of the inauguration of our

business, thanks to your support and patronage. We would like to express our heartfelt thanks to you.

We consider that the management ethos: “Converting endeavors into the power of the future” means
creating unprecedented value with novel ideas and frameworks and then offering it to the world.

Starting with the endeavor to publish the first magazine pertaining to used cars in Japan in 1977, we
made inroads into a variety of mobility-related fields, including new cars, automobile maintenance, and
aftermarkets, and promoted DX in the mobility industry, by utilizing our big data nurtured in each field and
Al technology.

As there have been countless varieties of changes and evolutions, including the distribution of the
Internet and smartphones and the diffusion of new lifestyles through the spread of the novel coronavirus, in
the past 45 years since the start of our business, we can expect that the environment surrounding our
company, such as social values and ideal states of enterprises, will change in the coming 45 years.
Accordingly, we hope to further pursue the endeavors to “solve social issues and realize dreams” and
“inspire people” rather than pursuing short-term profits.

We recognize that the perspective of ESG is indispensable for considering future business administration.
Through the dialogue with diverse stakeholders, we will accurately grasp social demand and take
appropriate measures, to create social value (helping solve social issues) and economic value (producing
benefits through the improvement of corporate value), with the aim of realizing a sustainable society.

We will keep creating new value by pursuing “dreams, inspirations, and joy” and make the utmost effort
to become a “partner for the future society” to be definitely chosen by society. We would appreciate your

continued support.

President Kenji Kamiya Z
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PROTO Group Correlations

Financial Strategy

AUTOWAY Co., Ltd.

Sales of imported tires
and wheels

Boasting the top-class track
record of sale of imported
tires in Japan. Selling tires at
stores located mainly in
Fukuoka and EC sites.

Sales of domestic tires
and wheels

Selling tires and wheels
made in Japan at stores
located mainly in the Tohoku
region, where the demand for
studless tires is high, and EC
sites.

TIRE WORLD KAN BEST CO., LTD.

29YFU2TTPEE

Imported tires and
wheels mail order site
AUTOWAY LOOP

Domestic tires and
wheels mail order site
BEST Online Shop

Commerce

Sales of goods

The clients of Goo-net
(used car dealers) and
the clients of Goo-net
Pit (maintenance
shops) can purchase
the products of
AUTOWAY and TIRE
WORLD KAN BEST
at low prices.

>

Through alliances

with major exporters,
cars listed on Goo-net

GOONET EXCHANGE

Used car export sales

Operating “GOONET
Exchange,” the global
version of Goo-net
accessed from over 120
countries. Exporting used
cars listed in Goo-net and
procured at auction sites in
Japan.

English version
"GOONET Exchange"
of Goo-net

Commerce

Sales of goods [ be exported

around the world. It
contributes to
improving the
inventory turnover
rate of used car
dealers.

>

CO,, LTD.
CO.,, LTD.

Sales of gift certificates

Boasting the top-class track
record of sale of tickets.
Currently, in-store sale at
terminal stations and
large-scale commercial
facilities in the Tokyo
Metropolitan Area is
mainstream, but from now
on, the company will
improve profit margin and
expand sales channels, by
strengthening EC sale based
on PROTO CORPORATION’s
know-how for digitalization.

COSMIC RYUTSUU SANGYO

COSMIC GIFT CARD SYSTEM

Online store version
J-market

Online store version
galireo

Commerce

Ticket sales
Plans to create

synergies in the future

€mnnnn)

Promote DX in the mobility domain to help customers improve their operational efficiency
and contract completion rates, and To promote the construction of a data platform
to further enhance the corporate value of the PROTO Group.

and Infomation

PROTO CORPORATION

Used car field

Maintenance field

Media

Users looking
for used cars

Used Car Search

tabase of used car information

Domain of the used car business, which has been
continued since the inauguration of our business.
We operate Goo-net, in order to allow those who
are thinking of purchasing a used car to “select
an ideal car from among used cars in different
conditions.”

MOTOR GATE, which is the background system
for Goo-net, fulfills the roles of managing sale,
customers, and inventory, which are important
for used car dealers, and is used by many used
car dealers, as its market share was 58.4% as of
March 2022. Currently, we are improving the rate
of making a successful deal and streamlining
business operations by releasing various optional
services based on an enormous volume of data
accumulated since the inauguration of our
business and Al technologies.

People looking
for a place to
maintenance

their car

Maintenance Shop Search

Database of car
maintenance-related information

Those who are looking for a car maintenance
shop can retrieve the data on a nearby shop for a
mandatory car checkup, inspection, an oil
change, repair, coating, sheet-metal processing,
attachment of parts brought by car owners, etc.
Maintenance shops can post their work reports,
which bring peace of mind and convenience to
those who are looking for a car maintenance
shop, and attract customers. As the background
system, we provide MOTOR GATE like Goo-net.
In February 2022, we released MOTOR GATE
PIT IN for facilitating the streamlining of
operations at maintenance shops (For details, see
page 8), with the aim of expanding our market
share (which was 5.9% as of March 2022).

Basic Sustainability Policy

Environment

New car field

DatalLine SalesGuide

Management support system
for new car dealers

Database of used car
residual value information, etc.

A marketing support tool that proposes good
timing for changing cars with various functions
to customers who are thinking of purchasing a
new automobile and have visited a new car
dealer. Since it can calculate the future price of
each vehicle by utilizing the big data on prices of
used cars, it is possible to clarify the difference in
costs between the case where a customer
changes cars and the case where the customer
keeps driving the same vehicle and give
reasonable proposals to the customer. This
service is unique to our company, which has
accumulated data in the used car business since
our business start-up, and had a market share of
42.9% and a cancellation rate of 0.4% as of
March 2022. Namely, this tool is now
indispensable to new car dealers. We are
releasing a variety of optional services utilizing
AI, etc., contributing to the streamlining of
business operations.

Services

The group also includes the following eight other companies.

® CAR BRICKS Co., Ltd.

® Associe Co., Ltd.

@ okinawa basketball inc.

® okinawa sports academy inc.
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© OKINAWA CALL STAFF SERVICE Co., LTD.
@ Onion Inc.

e okinawa arena inc.

® CAR CREDO (Thailand) Co., Ltd.

PROTO Ventures

Corporate venture capital

outside Japan.

We are planning new businesses and striving to induce synergy
with the existing businesses through the cooperation or
collaboration with venture firms mainly in the fields of AT and
technologies and the investment in start-up firms inside and

PROTO Ventures 2 Investment Limited Partnership

PR0TO

Ventures

Other
Business

Social

Used cars to be listed
in Goo-net are graded
by appraisers of CAR
CREDO.

| Zu—

Part of business
operation of PROTO
CORPORATION is
outsourced.

>

Utilization of the
customer base of
PROTO

CORPORATION

Governance

CAR CREDO Co., Ltd.

Appraisal of the car's
condition

In order to live up to the
expectations from Goo-net
users thinking of purchasing a
used car, who “are particular
about the quality of vehicles,”
“want to own a car certified by an appraiser,” and
“want to own a car that has been inspected
thoroughly,” appraisers of CAR CREDO evaluate
the conditions of used cars, and post inspection
data on Goo-net. (For details, see page 8.)

PROTO SOLUTION

Co., Ltd. Other

Business

Operation of the media

While offering the media
focused on Okinawa
Prefecture, where our
headquarters is located, such
as “CYCY,” a bicycle sharing

: . ! /\l—r—!tlti
service in Okinawa -
. h=L
Prefecture, and “GooHome,” a

service of providing information on real estate in
Okinawa Prefecture, we released many pieces of
media for enriching private life, such as a photo
recording app and game apps.

&

AlForce

Solution services

We released many services,
such as “Al Force,” which
supports the adoption of Al
and PRA (robotics process
automation), and “Miseles,”
which supports marketing E: — 2
activities with videos. We >STILZ
aim to solve all kinds of problems with
technologies and human resources, to maximize
the corporate value of each client.

PROTO-RIOS INC.

System development for maintenance shops

We develop and sell  _____
software, such as |9 Crosno
“RacroS II1,” an

integrated system for car maintenance and
sheet-metal processing. Since clients are
maintenance shops, we cooperate with the
maintenance section of PROTO CORPORATION,
exerting synergy in marketing activities.

ANNUAL(ESG)REPORT 2022
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Financial Strategy

PROTO Group Correlations and Infomation

Financial Strategy

The Group promotes management that is conscious of the cost of capital, and aims to
continuously Generate returns that exceed the cost of capital.

To achieve this goal, we will strive for business growth based on a balance between
promoting investment in growth(Reinvestment in existing businesses,M&A), ensuring financial
soundness, and strengthening returns to our stakeholders.

Financial Policy

Sustainable enhancement
of corporate value

Realization of ROE of 12% or more

Promote ROIC-conscious growth and

Promoting investment in growth business investment

Cash and deposits of approximately 3 months of

ST AR S e monthly sales Capital adequacy ratio of 50% or more

Strengthening returns
to our stakeholders

Strengthen returns to customers, employees,
and shareholders

Policy for profit sharing with shareholders

We will make efforts to return profits to shareholders while comprehensively considering
continuous, stable dividends, the enrichment of internal reserve for the future growth, etc.

We will use the internal reserve effectively by investing in existing and new businesses, for
further fortifying the management foundation and expanding the business scale.

Transition of Dividends(per share)

[yen]

Increased 11-fold

*The dividend for the fiscal year ended March 31, 2012 includes a commemorative dividend of 2.5 yen for the 10th anniversary of our listing.

*The dividend for the fiscal year ended March 31, 2020 includes a commemorative dividend of "2.5 yen" for the market change to the First Section of the Tokyo Stock Exchange.

*The Company conducted a 1.2-for-1 stock split of common stock on October 26, 2006. In addition, on October 1,2012 and July 1, 2019, the Company conducted a two-for-one
stock split of its common stock. Dividends for the fiscal year ended March 31, 2019 and before have been adjusted retroactively to take into account this impact.
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Basic Sustainability Policy Environment Social Governance

Financial Infomation

[million yen]

Financial highlight 2018 2019 2020 2021 2022
Sales 62,111 62,251 59,127 60,097 57,446
Operating income 3,674 4,565 5,136 5,941 6,422
Ordinary income 3,735 5,004 5,354 6,118 6,622
Profit attributable to owners of parent 519 3,159 4,991 4,853 5,880
EBITDA*! 5,396 5,920 6,455 7,262 7,660
Net income after adjustment *2 1,151 3,596 5,420 5,275 6,240
Cash flow from operating activities 3,999 3,807 6,014 6,574 4,533
Cash flow from investing activities (1,576) (1,352) 401 (898) 1,458
Cash flow from financing activities 898 (2,846) (4,459) (1,530) (1,547)
Free cash flow 2,423 2,455 6,415 5,676 5,991
Cash and cash equivalents at end of term 15,729 15,356 17,336 21,485 25,939

2018 2019 2020 2021 2022
Total assets 44,417 43,879 44,726 49,388 54,525
Total net assets (capital) 25,977 28,029 31,932 35,934 40,397
Capital 1,824 1,824 1,849 1,849 1,849
No. of employees 1,578 1,455 1,456 1,416 1,302

Data per share ™ 2018 2019 2020 2021 2022
Net income per share 12.95 78.75 124.33 120.86 146.34
Net assets per share 646.81 697.85 794.38 893.97 1,004.13

Management indicators 2018 2019 2020 2021 2022 (%)
Operating margin 5.9 7.3 8.7 9.9 11.2
EBITDA margin 8.7 9.5 10.9 12.1 13.3
Return on equity (ROE) *4 2.0 11.7 16.7 14.3 15.4
Return on asset (ROA) *5 8.7 11.3 12.1 13.0 12.7
Equity ratio 58.4 63.8 71.3 72.7 74.0

* The Company has adopted the "accounting standard regarding revenue recognition” (Corporate Accounting Standards No. 29,March 31, 2020), etc. from the beginning of the
Year ended March 31, 2022 consolidated accounting period.

* For detailed financial information, see” Factsheet for FY 3/2020” in our website (https://www.proto-g.co.jp/IR/library/fact.html)

*1 EBITDA= Operating income+ Depreciation + Goodwill amortization

*2 Net income after adjustment = Net income + Goodwill amortization

*3 A 2-for-1 stock split was conducted on July 1, 2019. The figures in and before the term ended March. 2019 were adjusted retrospectively considering the effects of the stock split.

*4 Return on equity (ROE) = Net income + Average equity capital x 100

*5 Return on asset (ROA) = Ordinary income + Average total assets x 100

ANNUAL(ESG)REPORT 2022
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Corporate Goal

Financial Strategy
and Ideology and Profile

Top Message PROTO Group Correlations and Infomation

Basic Sustainability Policy

Our management philosophy is "To turn challenges into future power and contribute to
society with dreams, inspirations, and joy." We aim to realize a sustainable society by creating
social value (contribution to solving social issues) and economic value (profits generated by
increasing corporate value). In making these efforts, we will fulfill our responsibility to society
by accurately grasping the demand of society through responsible dialogue with our diverse
stakeholders (customers, employees, shareholders, investors, business partners, government,
local communities, etc.) and taking appropriate action.

Environment

We have identified addressing climate change as one of our key management issues and will
clarify the impact on our business operations and our response to it, as well as actively promote

nn nn

the disclosure of information in the four areas of "Governance,
"Indicators and Targets" based on the TCFD's recommendations.

Risk Management," "Strategy," and

Governance

The Internal Control Committee, chaired by the President and Representative Director, examines and
deliberates on basic policies and Items to be addressed to climate change. In addition, a subcommittee
has been established under the Internal Control Committee to carry out tasks such as identifying and
assessing climate change risks and opportunities. The Internal Control Committee meets monthly to
review and strengthen the status of internal controls and responses to various risks. Climate change
subcommittee is also considering and reporting on in conjunction with the Internal Control Committee
meetings.

Risk Management

We regard risk management as an important initiative to enhance corporate value. The Internal Control
Committee analyzes various risks, takes action on matters that may have a Significant impact, and
reports the results to the Board of Directors as appropriate. (See Figure 1 for a diagram of the governance
and risk management structure.)

Basic Sustainability Policy Environment Social Governance

Social

Eliminating and addressing information asymmetry in the mobility industry

In the used car and automobile maintenance fields, where information tends to become asymmetric, we
offer sufficient information for making a decision to those who are thinking of purchasing a used car and
those who are looking for a car maintenance shop via “Goo-net” and “Goo-net Pit,” and pursue high
transparency and reliability of information.

Providing peace of mind through car condition information disclosure services

In order to pursue the high transparency and reliability of the quality of information, we conduct the
"ID cars (Goo-inspection + Used Cars Certified by Makers)" service for the disclosure of car condition
information and provide inspection information.

This information allows users to purchase used cars with peace of mind, as they can check the
condition of the exterior, interior, engine, restoration history, etc. through the online "Vehicle Condition
Appraisal Report," which in turn contributes to the high purchase rate in Goo-net.

Promoting digitalization in the mobility industry

Our company is promoting DX in the mobility industry and is investing in software to improve
operational efficiency and user communication.

Services that will help used car
dealers increase the rate of making
a successful deal

Al Recommendation Space

Service for assisting new car
dealers in streamlining their
business operations

DLSG car replacement
Proposal Movie

To assist car maintenance shops
in streamlining their operations

Car acceptance
management system
MOTOR GATE PIT IN

Strategy

In our mid-term management plan (FY March 2023 - FY March 2025), we will recognize and respond to
the highly importance risks and opportunities associated with climate change. Based on the scenario
analysis, we plan to study the impact on our group's business, as well as our strategies and goals.

Indicators and Targets

Total greenhouse gas emissions for the fiscal years ending March 31, 2021 and 2022 are as follows. We
will continue to work toward setting targets that contribute to the reduction of greenhouse gas emissions

from a medium- to long-term perspective. )
Fiscal year ended

March 31, 2021

Fiscal year ended
March 31, 2022

Scope 1: Direct emissions (t-CO2) 2,941.1 3,037.0
Scope 2: Indirect emissions (t-CO2) 2,891.4 2,999.7
Scope 1 + Scope 2 subtotal (t-CO2) 5,832.5 6,036.8

ANNUAL(ESG)REPORT 2022

A function in which Al proposes
images to be displayed on the list of
search results in Goo-net. Al fittingly
proposes images demanded by
Goo-net users who are looking for a
used car, to improve the rate of
making a successful deal.

It predicts the future price of a
vehicle owned by each user,
automatically simulates the change
of cars, and compares costs, etc. to
give proposals with videos. Since a
video and an URL are produced
automatically for each user, it is
possible to give a proposal to each
user thinking of changing cars by
email, SMS, chat, or the like, as it has
been conducted by sending a DM or
postcard.

This service can manage bookings
via not only Goo-net Pit, but also
other companies’ EC sites and
maintenance shops’ websites in a
unified manner. It also can manage
the statuses of cars from booking to
visiting a shop to the completion of
maintenance work.

*In addition to the above, we have also released a variety of other services.

We will continue to develop DX-related services and contribute to the promotion of digitization and
business efficiency improvement in the mobility industry.

ANNUAL(ESG)REPORT 2022
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Social

Aiming to be a company where diverse employees can work with vigor and enthusiasm

We believe that in order to fulfill our corporate social responsibility, it is important to not only respect
human rights, but also promote businesses that contribute to the sustainability of people, society, and the
planet. To this end, we have established the Charter of Corporate Behavior, which serves as the
foundation for all our corporate activities, and we strive to act with high ethical standards.

Regarding the promotion of women, non-Japanese nationals, and mid-career workers

We aim to realize a corporate culture in which all employees can work voluntarily, proactively, and
independently in an enjoyable, lively manner, and have the basic policy of evaluating personnel and
promoting employees to managerial posts according to their skills and performances regardless of
nationality, gender, etc. As of March 31, 2022, the number of female employees was 51, and the number of
non-Japanese employees was 2. They still account for a small proportion of employees, so it is difficult to
indicate the target number of women and non-Japanese nationals promoted to managerial posts. We will
first recruit and promote a larger number of such people and then plan to disclose the actual number of
them. Regarding the promotion of mid-career workers to managerial posts, we have secured diversity
sufficiently. As of March 31, 2022, the ratio of mid-career workers promoted to managerial posts was
83.4%. In addition, the ratio of mid-career workers to employees is 72.4%. Accordingly, we believe that
the ratio of such workers promoted to managerial posts is within an appropriate range without bias. From
now on, we will actively recruit diverse personnel, including women, non-Japanese nationals, and
disabled people, and work on the assignment, training, education, promotion, etc. of them.

> To improve the engagement
of employees

To promote the communication between executives and employees

We hold dialogues between the representative director & president and employees
regarding our corporate ethos, future, etc. and post their contents in our company
magazine, to enhance the engagement of the entire company regardless of section,
age, and gender.

To help employees work and experience life events both successfully

Our company magazine includes interviews with male employees who have taken
childcare leave and child-rearing employees. We promote the reform of employees’
mindsets, by actively disseminating information on working and experiencing life
events both successfully.
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Governance

General Shareholders’ Meeting

lSelection/Dismissal lSelection/Dismissal lSelection/Dismissal
Coordination : :
Audit Advice
R s | Board of Corporate BN 5,5 1 of Directors [
Auditors Suggestion
S Selection/Dismissal/
Oversight Report/Suggestion

T

Nomination and
Compensation

Committee
Indication Report
Oversight
3 Corporate Governance
Division
InternalAuditl Indicatiori Taeport
A4

Division of Company/Subsidiary

Coordination

1011pny juajuadapu

Q)
o
=
o°
o
=
Q
—
o
—
Q
2
~<
o
=
(]
~
@

Basic policy for corporate governance

In addition to enhancing corporate value by ensuring consistent and stable profits and further
expansion of the Group’s businesses, the purpose of corporate governance is to engage in highly
transparent and sound management that earns the trust of society. We believe that managing our
business while taking constant care to maximize profits for shareholders, clients, employees, and all other
stakeholders helps enhance our value as a member of society. We will continue working hard to establish
a highly transparent and sound management system by implementing thorough compliance (observance
of laws and regulations), reinforcing monitoring functions, and disclosing information in a timely,
appropriate, and fair manner.

Establishment of a discretionary nomination and remuneration committee

Our company established a discretionary nomination and remuneration committee, which deliberates
and determines a policy for determining the remuneration for each executive and the actual remuneration
amount of each executive. This committee is composed of 3 members: Ms. Yumiko Sakurai, who is an
independent outside director and chairs the committee, the representative director & president, and Ms.
Eriko Kitayama, who is an independent outside director. Executives are evaluated with five grades based
on the evaluation standards specified by our company, and their remuneration amounts are determined
within the range set for each position based on the evaluation results. Until the term ended March 2022,
the authority to determine remuneration amounts was delegated to Mr. Hiroichi Yokoyama, who is the
representative director and chairperson, but from the term ending March 2023, the nomination and
remuneration committee deliberates the appropriateness of the remuneration for each executive, and
sends opinions to the board of directors.

When the Nomination and Remuneration Committee meets and its main agenda
(All three members present in all of the following)

Aug. 2027 : Nominating and Compensation Committee's Basic Policy and Annual Plan for the Year Ended March 31, 2022

Oct. 2021 : Determination of basic policies for succession planning (Succession Plan)

Nov. 2021 : Consideration of drafts of succession plans (succession plans), executive development plans, etc.

Jan. 2022 : Confirm executive compensation for the fiscal year ending March 31, 2023, review draft of directors' skills matrix,
and consider candidates for new executive officers

Mar. 2022 : Evaluation of director candidates for the fiscal year ending March 31, 2023 and consideration of their appointment; review
of draft Skill Matrix; annual Nominating and Compensation Committee plan for the fiscal year ending March 31, 2023.
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