
​Thursday, July 2, 2026​

​LIXIL Corporation 84th Annual Shareholders’ Meeting​

​Questions and Answers​

​At the 84th Annual Shareholders’ Meeting held on Thursday, June 18, 2026, the Company answered as many questions as possible that were asked by shareholders either in advance or on the day. In order​
​to ensure transparency of the operation of the Shareholders’ Meeting, we have compiled and published these answers.​

​Given the high number of questions asked and the similar nature of many questions, in the Company’s answers and publication, emphasis has been placed on the clarity of information disclosure, and similar​
​questions have been grouped together and answered (this explains the difference in the number of questions and the number of answers).​

​On the day of the Shareholders’ Meeting, in order to fairly provide as many shareholders as possible with an opportunity to ask questions, and taking into consideration the Q&A time constraints and other​
​factors, the Company selected questions from among matters that relate to the objectives of the Shareholders’ Meeting, and matters it believed to be of significant interest to shareholders. Some questions that were​
​unable to be answered on the day were answered in writing on​​the Company website​​in advance, or have​​been covered in this document. The responses are listed in the order the questions were asked at the​
​Shareholders Meeting (questions on the day that were answered subsequently are broadly in the order they were submitted).​

​In accordance with the policy outlined in “1. Policy for handling questions” in the Notice of Convocation, all questions have, in principal, been answered in writing in advance, on the day of the Shareholders’​
​Meeting, or in this Document, however please note that the Company has refrained from responding to and publishing some questions regarding individual matters not relevant to the objectives of the Shareholders’​
​Meeting and questions relating to the privacy of specific individuals.​

​[Breakdown of questions received prior to and during the Shareholders’ Meeting]​

​●​ ​67​ ​questions​ ​were​ ​received​ ​in​ ​advance,​ ​of​ ​which​ ​4​ ​questions​ ​were​ ​answered​ ​prior​ ​to​​the​​Shareholders’​​Meeting​​on​​the​​Company​​website​​after​​combining​​similar​​questions,​​and​​of​​which​​15​​questions​​were​
​answered on the day.​

​●​ ​52 questions were received on the day, similar questions were grouped together and 10 questions were answered on the day and 14 questions were answered in this Document.​
​●​ ​For​​the​​convenience​​of​​shareholders,​​the​​responses​​to​​questions​​answered​​on​​the​​day​​are​​also​​contained​​in​​this​​Document.​​For​​further​​details​​of​​the​​Q&A​​sessions​​on​​the​​day,​​please​​view​​the​​archived​​video​​on​

​the Company website.​
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https://www.lixil.com/en/investor/ir_event/meeting.html
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​１.Questions received in advance that were answered on the day（15 questions）​
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​No.​ ​Question​ ​Answerer​ ​Answer（Summary）​

​1​ ​Medium-to-Long-Term Path to​
​Improving Capital Efficiency​

​CEO Seto​ ​We take it very seriously that we have not achieved the levels of profitability and capital efficiency expected by our shareholders. On the other​
​hand, regarding the low net income affecting ROE and the high asset values affecting PBR, not only our newly nominated director candidates, Mr.​
​Kanazawa and Ms. Fujita, but the entire executive team is united in taking countermeasures.​

​First, while the Company achieves one of the highest EBITDA levels in the industry, our core earnings remain disproportionately low compared to​
​the cash we generate due to high depreciation and amortization costs. To address this, we are moving forward with the restructuring of low-yield​
​assets; as a result, we will be able to generate higher core earnings from the same level of EBITDA. Furthermore, the presence of loss-making​
​subsidiaries and a high effective tax rate have a major impact on the significant gap between core earnings and net income. Restructuring these​
​loss-making companies and optimizing our tax burden will lead to improvements in both core earnings and net income.​

​Of course, it remains essential to continue improving EBITDA. However, by optimizing the depreciation costs and tax rates that sit between​
​EBITDA and net income, ROE will improve. If inefficient assets are divested through this process, PBR will also improve.​

​To reiterate, while this requires a collective effort from the entire management team, Mr. Kanazawa’s specific role will be to improve EBITDA​
​through operational efficiency. Ms. Fujita’s role will be the optimization of the tax burden, while the improvement of asset efficiency is more of a​
​collective responsibility for the entire management team.​

​By executing these measures swiftly, we aim to achieve an ROE that exceeds our cost of capital within the next three years.​

​2​ ​Impact of the Middle East​
​Situation on Business​

​CEO Seto​ ​Although there were concerns regarding the supply of petrochemical products due to the situation in the Middle East, thanks to the dedicated​
​efforts of our procurement team and the support of officials from the Ministry of Economy, Trade and Industry (METI) and the Ministry of Land,​
​Infrastructure, Transport and Tourism (MLIT), we have seen no impact on production to date; in fact, we have been able to produce more volume than​
​last year. However, it is also true that our current sourcing of raw materials is a tightrope operation, and the situation remains unpredictable.​

​Additionally, while there has been some misunderstanding, we are experiencing delays in responding to product orders. In reality, these delays​
​are due to a sudden surge in orders driven by customers' concerns over potential supply shortages; our actual production output remains higher than​
​it was last year. In terms of the direct impact, cost increases are proving to be a much more significant factor than supply shortages.​

​3​ ​Rejuvenation of Management​ ​CEO Seto​ ​As a company with a Nominating Committee, etc., we are building a structure for continuous corporate value improvement based on capability​
​rather than uniform age criteria, as seen in our recent appointment of Erin McCusker as an Executive Officer to oversee overall impact strategy.​

​In addition, Mr. Kanazawa, who assumed the position of COO in April, will oversee HR alongside IT and Digital. He will drive initiatives to enhance​
​overall employee motivation and productivity, including IT-driven productivity improvements.​

​Executive Vice Presidents and Senior Vice Presidents, who play crucial roles in our management alongside Executive Officers, are selected every​
​year following deliberation, which includes their succession plans.​

​4​ ​Dividend Policy and Share​
​Buybacks​

​CEO Seto​ ​Our approach to shareholder returns is fundamentally based on providing stable, long-term dividends to our shareholders. While the final decision​
​regarding dividend payments is made by resolution of the Board of Directors, we have consistently paid dividends in accordance with our policy of​
​long-term stable dividends. Going forward, we will continue to determine the annual dividend amount based on medium- to long-term EBITDA levels.​

​Regarding share buybacks, our policy is to implement them flexibly, and we have done so in the past when surplus funds became available. As​
​profitability improves going forward, we intend to consider share buybacks as well.​

​5​ ​Priority of Cash Allocation​ ​CFO Fujita​ ​We always place the highest priority on ensuring financial soundness and securing liquidity to maintain business continuity. This is especially true​
​in the current environment, where risks such as rising geopolitical tensions, including the situation in the Middle East, and soaring raw material costs​
​are materializing. To maintain the necessary working capital for business continuity, we hold ample cash and liquidity, thereby establishing a​
​framework capable of adapting to changes in the business environment. In addition, from the perspective of maintaining medium- to long-term​
​competitiveness, we will allocate sufficient funds to capital expenditures, including growth investments such as new product development.​

​Regarding shareholder returns, including dividends, our policy is to determine the annual dividend amount based on our medium-term EBITDA​
​levels. We will carefully determine the optimal allocation while striking a balance with the aforementioned securing of funds for business continuity and​
​the sustainable enhancement of corporate value.​
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​No.​ ​Question​ ​Answerer​ ​Answer（Summary）​

​6​ ​Measures to Address​
​Downturn in the Chinese Real​
​Estate Market and Geopolitical​
​Risks and Ensure Profitability​

​CEO Seto​ ​In response to the downturn in the Chinese real estate market and heightened geopolitical risks in the Middle East, we have been implementing​
​structural reforms to reduce fixed costs and improve productivity in our overseas operations, including those in China, while also working to mitigate​
​supply chain risks.​

​In China, even though an early recovery in the real estate market is not expected, we aim to improve profitability through measures such as​
​differentiating ourselves from local manufacturers by expanding sales of GROHE products and adopting an asset-light strategy through the​
​reorganization of production bases. We are also working to reduce risks by implementing stricter payment terms in response to declining customer​
​creditworthiness.​

​To address rising supply anxieties fueled by escalating geopolitical risks in the Middle East, as well as soaring material costs, we are promoting​
​the diversification of procurement sources and optimizing inventory levels. Through these efforts, we aim to build a resilient supply chain and maintain​
​profitability. Notably, because we entered the Middle East market ahead of our competitors, customers tend to rely on us—the leading​
​manufacturer—especially during such challenging times. Therefore, we believe that providing dedicated and robust support to this region will continue​
​to be of paramount importance moving forward.​

​7​ ​Current Maximum Risk​
​Recognized by Management​

​CEO Seto​ ​We view the slowdown in domestic and international housing demand—including new construction and renovations—due to persistently high​
​interest rates and further inflation as a major risk. In particular, overseas markets are a key driver of our revenue growth, and we believe they require​
​close monitoring. In addition, we view the surge in raw material and logistics costs, as well as exchange rate fluctuations resulting from prolonged​
​geopolitical risks such as the situation in the Middle East, as risks that could impact profitability.​

​To address these risks, we are strengthening our business foundation through measures such as improving profit margins by expanding sales of​
​the GROHE brand, shifting our Japanese operations toward renovation projects, implementing flexible price adjustments, and streamlining SG&A​
​expenses through digitalization.​

​8​ ​Sluggish Stock Price​ ​CEO Seto​ ​Since stock prices are determined by a variety of factors, our efforts may not be reflected immediately; however, we acknowledge that the decline​
​in profit levels due to the deteriorating business environment is a fact. To date, we have implemented structural reforms—including global workforce​
​optimization and base reorganization, particularly in our U.S. and European operations—to improve profitability. Going forward, we aim to improve​
​profit margins through the global expansion of differentiated products and further fixed cost reductions.​

​In Japan, to address the significant decline in new housing starts, we will focus on the renovation market to secure profits not only in our plumbing​
​business but also in our housing business, which includes doors and windows. Overseas, we will work to strengthen the GROHE brand and expand​
​our showrooms and sales centered on GROHE products and the brand in key markets such as Saudi Arabia and India, where further growth is​
​expected. We believe that the most important factor supporting these efforts is the creation of a large number of products that differentiate us from our​
​competitors and that customers will choose, and we consider this to be the pillar of our earnings.​

​We expect that these measures will lead to a further increase in EBITDA, which demonstrates our earning power, and that narrowing the gap​
​between EBITDA and operating profit and net profit will ultimately be reflected in our stock price. We will strive to stabilize our business and restore​
​profitability, reliably execute the strategy based on the LIXIL Playbook, and clearly demonstrate our roadmap and progress to restore our valuation in​
​the stock market.​

​9​ ​Current Status of Governance​
​and Compliance Systems in​
​Light of Cases at Other​
​Companies​

​CEO Seto​ ​To prevent employees from making arbitrary decisions, job responsibilities are clearly defined in a set of global standard regulations. In addition,​
​the Compliance Committee, chaired by the CLCO, monitors activities across the entire Group and regularly reports on the situation to the Board of​
​Directors. Furthermore, the regulations clearly stipulate that in the event of a violation, corrective and preventive measures will be taken, and​
​“disciplinary action, including dismissal,” will be imposed in accordance with internal rules.​

​LIXIL has established an external online reporting system available in 15 languages. Based on the basic regulations, this system ensures “strict​
​confidentiality” and allows for “anonymous reporting,” providing appropriate guarantees that reporters will not face adverse treatment, thereby​
​functioning as a measure to prevent misconduct. For potential risks identified through surveys, we take immediate action to mitigate them, thereby​
​preventing misconduct or issues from being left unaddressed for extended periods. Furthermore, we require all employees, regardless of employment​
​status, and all executives to complete annual training on the Code of Conduct, which uses actual cases of misconduct within the Group, and to sign a​
​“Pledge of Compliance with the Code of Conduct” upon completion.​

​As a result of these multi-layered initiatives, there have been no cases of compliance violations that significantly impact our business activities,​
​nor have we been subject to investigations or required to pay fines or penalties due to corruption, bribery, or similar acts. We will continue to​
​effectively implement these measures going forward.​
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​No.​ ​Question​ ​Answerer​ ​Answer（Summary）​

​10​ ​Outlook for Toilet Sales Due to​
​the Impact of the Middle East​
​Situation​

​CEO Seto​ ​Regarding our toilet products, there was a temporary period during which we were unable to provide delivery dates due to a surge in orders from​
​customers concerned about the worsening situation in the Middle East. However, with the exception of a few products, we are now able to provide​
​estimated delivery dates of approximately one week to ten days after receiving an order. Furthermore, looking at our production track record, our​
​monthly output has consistently exceeded that of the previous year. The order volume, which at one point reached several times our usual levels, is​
​gradually stabilizing, and we believe we will soon be able to return to our normal order-handling operations.​

​11​ ​Handling of Whistleblowing​
​Matter Filed in 2022​

​CEO Seto​ ​In general, the Company conducts thorough investigations into all whistleblowing items and takes appropriate action as a company. This is an​
​individual case, and delving into the details would involve employee privacy. Furthermore, as this matter is unrelated to the agenda items of the​
​shareholders’ meeting, we will refrain from providing a response.​

​12​ ​Reasons for the Appointment​
​of Director Candidates​

​Director Watahiki,​
​Nomination​
​Committee​

​Chairperson​

​The Company is the Company with Nomination Committees etc., which is the monitoring board that separates supervision and management.​
​Under such a structure, while whether a candidate is a homegrown employee is one factor in director selection, we do not place significant weight on​
​it. However, among the executive officers responsible for business operations, we have Mr. Yoshida, a Tostem homegrown employee, and Mr. Onishi,​
​an INAX homegrown employee. Both attend the Board of Directors meetings in a timely manner and passionately exchange opinions with the​
​Directors.​

​Regarding outside directors, in order to properly supervise decisive business execution by the management team, as CEO Seto mentioned​
​earlier, we have identified the "attitudes and perspectives that all directors should share" and the "skills that the Board as a whole should possess.”​
​We then established a skill matrix and selected candidates for outside directors by considering the overall balance within a skills matrix.​

​13​ ​Number of  Outside Directors​ ​Director Watahiki,​
​Nomination​
​Committee​

​Chairperson​

​As mentioned earlier, the Company has adopted the governance structure of a company with a nomination committee, etc. Under the said​
​structure, our statutory committees are composed solely of outside directors, and we believe the proposed number of outside directors is appropriate​
​to enhance the effectiveness of committee activities.​

​14​ ​Reasons for CEO’s​
​Reappointment​

​Director Watahiki,​
​Nomination​
​Committee​

​Chairperson​

​As CEO Seto mentioned earlier, we are fully aware that the stock price over the past few years has fallen below shareholder expectations. While​
​the Nomination Committee does not deny that certain aspects of this situation may stem from CEO Seto's management decisions, we believe it is​
​largely due to external and structural factors, such as sluggish housing demand and the presence of legacy issues from the past, their liquidation, and​
​tax burdens, as explained in detail by CEO Seto. Even under these difficult circumstances, CEO Seto has powerfully driven LIXIL's transformation​
​with strong leadership. The Nominating Committee highly values this contribution. We have judged Mr. Seto to be the right person to lead the​
​management team to realize sustainable growth and enhance corporate value, leading to his nomination.​

​Detailed reasons for the CEO's reappointment are provided on page 42 of​​the Notice of Convocation of the 84th​​Annual Shareholders’ Meeting​
​(Delivered Document)​​posted on the Company website,​​so please refer to that as well.​

​15​ ​CEO Succession Plan and​
​Board Composition​

​Director Watahiki,​
​Nomination​
​Committee​

​Chairperson​

​Regarding the CEO succession plan, based on the CEO Succession Plan formulated in 2020 under the former Nominating Committee​
​Chairperson Mr. Nishiura, we have continuously mapped out a successor roadmap, discussed the ideal qualities of a CEO, and deliberated on​
​evaluation criteria. Details of the CEO Succession Plan are disclosed in our Corporate Governance Report; please refer to the report for further​
​information.​

​Regarding your question, as Mr. Seto has now served for over 10 years since his initial appointment and has passed the age of 65, the​
​Nomination Committee is carefully considering the path forward. Utilizing assessments by external specialized agencies, we are working to concretize​
​the transition to the next leadership structure in accordance with the CEO Succession Plan. No decision regarding a change in CEO has been made​
​at this time. In this context, questions were raised about selecting Mr. Kanazawa and Mr. Fujita as Director candidates. The reasons for their selection​
​are as stated on page 15 and 16 of​​the Notice of Convocation​​(Delivered Document)​​. While having both join the​​Board of Directors does not directly​
​link to strengthening the pipeline for CEO succession, they were selected as Director candidates with the expectation that they will lead the creation​
​of a new executive structure where the CEO, COO, and CFO collaborate closely.​

https://www.lixil.com/en/investor/ir_event/pdf/shoushu20260608_E.pdf
https://www.lixil.com/en/investor/ir_event/pdf/shoushu20260608_E.pdf
https://www.lixil.com/en/investor/ir_event/pdf/shoushu20260608_E.pdf
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​２.Questions asked on the day at the Shareholders’ Meeting that were also answered on the day（10 questions）​
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​No.​ ​Question​ ​Answerer​ ​Answer​​（Summary）​

​1​ ​Reasons for the Decline in​
​Operating Profit for the​
​Current Fiscal Year​

​CEO Seto​ ​Operating profit is calculated by deducting other income and expenses from core earnings. Last year, other income and expenses stood at a​
​negative 1.7 billion yen, whereas this year it has increased to a negative 10.1 billion yen. Specifically, this larger deficit is due to an increase in​
​structural reform expenses in the US, other structural reform costs, and the recording of impairment losses on IT systems. Over the past two to three​
​years, as explained previously, we have been implementing structural reforms to address stagnant profitability in our overseas businesses. These​
​initiatives have now largely hit a major milestone and are already yielding positive results.​

​2​ ​Status of AI Utilization in​
​Management​

​COO Kanazawa​ ​In terms of AI utilization, our first step has been the "democratization of digital tools," where we have provided a generative AI environment​
​accessible to all employees. In addition to this, we are deploying AI in specific fields; for instance, we have launched "LIXIL Toilet Cloud" to improve​
​the cleaning efficiency of commercial (non-residential) toilets. This application tracks usage patterns to pinpoint which toilets are being utilized heavily​
​versus those that are not, allowing cleaning crews to focus primarily on high-traffic areas, thereby optimizing operations.​

​Within our domestic sales operations, we are also gathering insights such as data from customers visiting our showrooms. Based on this​
​information, we optimize our sales activities by automatically scheduling which builders our sales representatives should visit. Naturally, we also utilize​
​AI to automatically input these daily sales reports into our CRM system.​

​Furthermore, we leverage generative AI in our internal auditing processes, utilizing real-time data to detect early signs of operational risks. In​
​addition, our R&D teams are actively incorporating generative AI into product development processes.​

​3​ ​Reasons for Not Adopting a​
​Hybrid Shareholders' Meeting​

​CEO Seto​ ​The Company has adopted a virtual-only format since the 81st Annual Shareholders’ Meeting. This approach provides an equal opportunity for​
​shareholders to participate regardless of their physical location or time constraints, and represents our commitment to facilitating the exercise of​
​shareholder voting rights, fostering active dialogue, and enhancing shareholder satisfaction. We will continue to seek further improvements unique to​
​the online format to maximize shareholder satisfaction.​

​4​ ​Demand Outlook and Specific​
​Future Strategies in the U.S.​
​and Chinese Markets​

​CEO Seto​ ​Regarding the business environment, the US market has faced significant headwinds over the past few years. Prolonged high interest rates,​
​rising inflation, and immigration policies have hindered construction work, creating an affordability crisis where consumers face very high prices while​
​we are unable to provide sufficient supply. Realistically, this issue is currently trending toward further deterioration rather than improvement. However,​
​the fact that this environment has persisted for several years conversely implies that a massive amount of pent-up demand is accumulating, and we​
​believe it is highly possible that the situation will improve significantly once macroeconomic policy responses shift. That said, we cannot simply wait​
​for market conditions to improve; therefore, we are determined to turn around our US operations by driving structural reforms. Beyond cost​
​reductions, our policy is to enhance profitability even in this difficult climate by expanding sales of premium toilets and rolling out the GROHE brand.​

​Meanwhile, the Chinese real estate market remains severely depressed. A particularly harsh aspect is that we are now facing intense competition​
​in sanitaryware from local Chinese manufacturers, with whom we rarely clashed in the past. Consequently, the competitive landscape for​
​sanitaryware has worsened.​

​On the other hand, the GROHE brand—which positions itself as a relatively high-end, high-value-added offering—now accounts for approximately​
​64% of our sales mix in China, and it continues to deliver double-digit growth even in this challenging environment. Moving forward, we believe it is​
​vital to aggressively allocate our resources toward these growing segments while simultaneously reducing fixed costs.​

​5​ ​Medium- to Long-Term Growth​
​Strategy for the Next 10 Years​

​CEO Seto​ ​The LIXIL Playbook outlines our path to achieving our medium-to-long-term targets, where we have set a medium-term core earnings margin​
​target of 7.5%, a long-term target of 10%, and a long-term ROIC target of 10%. To hit these milestones, we have identified four priority focus areas for​
​the medium term.​

​First is the turnaround of our US business. Second is expanding the GROHE brand globally, which commands high profit margins and continues​
​to see growing demand. Third is strengthening our renovation business in Japan, which becomes increasingly paramount as new housing starts​
​decline sharply. In Japan, LIXIL has finally achieved the highest top-of-mind awareness among consumers as the go-to brand for home renovations.​
​We intend to capture this excellent opportunity to significantly expand our market share. Fourth is accelerating the development of differentiated​
​products tailored not only for Japan but for global markets. Alongside these pillars, we will leverage digital technologies such as AI to improve​
​operational efficiency and expand profit margins, aiming for an early recovery in profitability.​
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​３. Questions asked on the day that will be answered in this document (14 questions)​
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​No.​ ​Question​ ​Answerer​ ​Answer​​（Summary）​

​6​ ​Most Critical KPIs for Achieving​
​Profit Margin Targets and​
​Status of Their Improvement​

​CFO Fujita​ ​As Mr. Seto mentioned earlier, our medium-term roadmap focuses on the turnaround of the US business, growth of the GROHE brand,​
​strengthening renovations in the Japanese business, expanding in global growth markets, accelerating the development of differentiated products​
​(including sustainability-conscious offerings), and reducing SG&A expenses through DX and AI. While we aim to quickly improve core earnings​
​through these initiatives, our specific KPIs include top-line revenue growth, gross profit margin improvement, and a lower SG&A-to-revenue ratio.​
​Among these, the gross profit margin is a critical KPI closely linked to our business health; it has improved from 33.1% in the fiscal year ended March​
​2025 to 34.1% in the fiscal year ended March 2026.​

​7​ ​Roles and Positioning of the​
​Governance Committee and​
​Audit Committee​

​Director Nishiura,​
​Board of Directors​

​Chairperson​

​The Audit Committee and the Governance Committee have fundamentally different roles and positions. The Audit Committee is a statutory​
​committee responsible for auditing and supervising whether business execution is conducted appropriately. Conversely, the Governance Committee​
​is a voluntary committee in which all directors participate. It is designed to engage in comprehensive discussions regarding the ideal state and​
​operational methods of the Board of Directors, ensuring thorough deliberations to continuously improve our governance.​

​8​ ​Strict Compliance with Antitrust​
​Laws and the Oversight​
​System by the Board of​
​Directors​

​Director Nishiura,​
​Board of Directors​

​Chairperson​

​The Board of Directors actively monitors and manages progress by reviewing target settings and subsequent advancements. Furthermore, rather​
​than remaining confined to the boardroom, board members conduct on-site visits to directly gather viewpoints and feedback from the field, checking​
​for operational progress as well as the existence of any compliance issues raised in your question. We ensure that our oversight regarding these​
​potential risks is conducted not just from a short-term perspective, but from a comprehensive, medium-to-long-term viewpoint.​

​9​ ​Promotion Plan for Female​
​Leaders in Sales and​
​Marketing​

​CEO Seto​ ​We believe that integrating a female perspective is extraordinarily important. Particularly in Japan, despite the historical fact that women spend​
​more time at home than men, it cannot be denied that our sales and marketing activities have traditionally been male-centric.​

​To change this paradigm, LIXIL is undertaking several initiatives. First, we have set a target to achieve a 30% ratio of female managers globally​
​by the fiscal year ending March 2030, and we are focusing heavily on expanding our pipeline of female leaders across all phases of recruitment,​
​training, and promotion. We also support the development and advancement of female leaders through tailored career development and​
​advancement programs.​

​Lastly, while appointing women to leadership roles is a decision a company can make on its own, whether those female leaders continue their​
​careers over the long term depends heavily on their individual choices. Therefore, creating a workplace environment where women can thrive is of​
​paramount importance. Beyond simply putting institutional systems in place, we focus on building a culture that allows women to continue working​
​through challenging life events—such as childbirth and childcare—by actively utilizing flexible options like remote work.​

​10​ ​Status of Developing​
​Next-Generation Executive​
​Candidates and Securing​
​Internal Talent​

​Director Watahiki,​
​Nomination​
​Committee​

​Chairperson​

​I completely agree that organizational rejuvenation is a critical priority. We approach our daily operations with the strong conviction that ensuring a​
​seamless generational transition is essential. Securing and developing next-generation executive candidates primarily relies on talent development​
​initiatives led by our HR division, which include creating customized development plans for next-generation talent and providing hands-on​
​opportunities for growth. The Nomination Committee and the Board of Directors regularly receive updates on these programs from the Director in​
​charge of HR (who also serves as an Executive Officer), allowing us to monitor development progress and provide ongoing guidance.​

​In addition to this, the Nomination Committee actively deepens its understanding of our internal talent pool through formal assessments and by​
​hosting roundtable meetings between Nomination Committee members and these next-generation candidates. Through these multi-layered efforts,​
​we are dedicated to realizing a smooth and successful generational transition.​

​No.​ ​Question​ ​Answer​​（Summary）​

​1​ ​Policy on the Aluminum Sash Business Under​
​Soaring Raw Material Prices​

​Although aluminum prices have softened recently, they remain high compared to a year ago. As disclosed on May 18, we have announced price​
​revisions across a wide range of product categories. For aluminum products, these price revisions are scheduled to take effect for deliveries from​
​October onward. Through these price adjustments, we intend to minimize the impact of rising costs as much as possible.​

​Furthermore, in response to supply anxieties and soaring material costs caused by rising geopolitical risks in the Middle East, we will promote the​
​diversification of procurement sources and inventory optimization. By building a stable supply chain, we aim to maintain our profitability.​
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​No.​ ​Question​ ​Answer​​（Summary）​

​2​ ​Low Growth in the Housing Equipment and​
​Aluminum Sash Industry and Future Outlook​

​The housing equipment industry continues to face an uncertain environment, driven by shrinking demand for new construction due to high interest​
​rates and inflation, the impact of revisions to the Building Standards Act, soaring material and energy prices, and geopolitical risks. To address these​
​challenges, our future outlook and strategic initiatives in Japan will focus on shifting toward the renovation market and strengthening sales of​
​high-value-added products, such as high-insulation windows. As for our international business, we will accelerate our growth strategy centered on the​
​GROHE brand by expanding sales in stable markets like Europe and capturing growth in emerging markets such as the Middle East and India.​
​Furthermore, we will drive improvements in profitability by launching differentiated products developed through continuous innovation.​

​3​ ​Legal and Compliance Framework and​
​Governance in the Field​

​We have established a Compliance Committee, chaired by the CLCO (Chief Legal and Compliance Officer), to provide guidance and monitoring​
​for all group companies. To enhance compliance awareness among employees, we have translated the "LIXIL Code of Conduct" into 19 languages,​
​requiring all employees to submit pledges and undergo periodic training. In addition, we ensure appropriate global management through case-by-case​
​legal reviews across our worldwide operations and by maintaining internal regulations to secure our governance structure. Furthermore, an effective​
​oversight system is maintained by the process where CLCO attends Board of Directors and Audit Committee meetings, routinely reporting to the​
​Board, and engaging in close exchanges of opinions.​

​4​ ​New Business Development Outside the Housing​
​Market and Optimization of Personnel Allocation​

​Guided by our purpose, "to make better homes a reality for everyone, everywhere," we are strengthening our presence in the non-residential​
​market. Our new business development focuses on the creation and sales expansion of circular and environmentally conscious materials, such as​
​"PremiAL" (recycled low-carbon aluminum) and "revia" (a circular material made primarily from waste plastics). Concurrently, we are driving​
​reductions in SG&A (fixed costs) by leveraging DX and AI to improve operational efficiency. Regarding headcount optimization both domestically and​
​internationally, we are aligning our workforce allocation through strategic business portfolio optimization and supply chain restructuring.​

​5​ ​Maintaining Our Competitive Advantage and​
​Strengthening the Supply Chain in Light of​
​Competitors' M&A Progress​

​As supply chain uncertainties escalate due to the situation in the Middle East, LIXIL is leveraging its competitive advantage of having operational​
​and production bases across various global regions. We are agilely diversifying procurement sources and optimizing logistics networks to enhance​
​our resilience. To mitigate the risk of global supply chain disruptions, we are standardizing production platforms depending on the product, while​
​transitioning to regional procurement and production frameworks. Furthermore, by developing and expanding sales of unique circular and eco-friendly​
​materials such as "PremiAL" (recycled low-carbon aluminum) and "revia" (a circular material made primarily from waste plastic), we aim to balance a​
​stable supply with enhanced profitability. At the same time, we will expand our lineup of innovative, high-value-added offerings by creating attractive,​
​differentiated products to drive revenue and profit margin growth.​

​6​ ​Specific Details and Scale of Structural Reforms in​
​the US​

​The specific execution of our structural reforms in the US focused on three pillars: "headcount optimization," "supply chain restructuring," and​
​"business portfolio optimization." First, regarding headcount optimization, we executed additional structural reforms in anticipation of the expiration of​
​the transitional services agreement for the bathtub business. As a result, we achieved a headcount reduction of approximately 10% over the past year​
​and successfully attained monthly profitability in March 2026. Next, in terms of supply chain restructuring, the transitional services agreement for the​
​bathtub business concluded at the end of March 2026, and we also completed the reorganization of our logistics network. Finally, regarding business​
​portfolio optimization, we reallocated our resources away from the low-margin volume segment targeted at DIY consumers and toward professional​
​wholesale channels. In tandem, we strengthened our sales approaches for American Standard Brands (ASB) and GROHE; we advanced GROHE's​
​wholesale expansion while deepening relationships with professional contractors for ASB. The expenses associated with executing this series of​
​structural reforms have been appropriately processed as one-off costs aimed at strengthening our medium-to-long-term earnings foundation.​

​7​ ​Specific Measures for Cross-Selling Strategies​
​Domestically and Globally​

​Given our extensive product portfolio, we recognize that increasing the purchase value per contract through cross-selling is extremely critical​
​moving forward. As a specific initiative in Japan, we launched the Living Business last year to provide comprehensive proposals for products​
​surrounding living spaces, while aiming to realize integration synergies in the manufacturing process. We are also leveraging digital technology to​
​improve sales productivity and expanding total space proposals that combine multiple product categories. Overseas, we actively deploy multiple​
​brands and product lines, and we intend to further expand our cross-selling initiatives moving forward.​

​8​ ​Disclosure of Financial Performance for​
​Subsidiaries and Affiliates at the Time of Financial​
​Results Announcements​

​While we strive to provide clear and transparent financial disclosures to deepen the understanding of the Group, we do not disclose the financial​
​results of individual subsidiaries. In our financial results announcements, alongside consolidated performance, we publish results broken down by​
​segment and region for your reference.​
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​9​ ​Operating Profit Margin Targets and Development​
​in European and US Markets​

​As outlined in our core management direction (LIXIL Playbook), we aim to achieve a medium-term core earnings margin target of 7.5% and a​
​long-term target of 10%. As one of our priority focus areas for the medium term, we have driven the turnaround of our North American business.​
​Structural reforms—including headcount optimization, supply chain restructuring, and business portfolio optimization—have been completed, and the​
​positive effects of each measure are now materializing. In the European market, to drive further growth of the high-margin GROHE brand, we will​
​focus on increasing sales of high-value-added products such as GROHE SPA while further optimizing supply chain efficiency. Furthermore, regarding​
​the expansion of the GROHE brand, we will look beyond Europe to key high-growth markets such as the Middle East and India, where we will​
​intensify our efforts to expand showrooms and secure project contracts.​

​10​ ​Reasons for Appointing Mr. Kanazawa as​
​Representative Executive Officer and Executive​
​Vice President​​(Fukushacho)​

​As Chief Digital Officer (CDO), Mr. Kanazawa possesses a proven track record in CX strategy and deep expertise in digital technology and DX.​
​He has contributed significantly to our structural reforms and earnings recovery to date. Effective April 2026, in addition to the CX and Digital​
​Function, he has assumed oversight of the HR Function. He was appointed as Executive Vice President and COO with the expectation that he will​
​maximize employee capabilities and accelerate innovation and strategic decision-making across the organization.​

​11​ ​Strategies for Improving Technical Skills of Local​
​Contractors and Expanding Sales Overseas​

​It is essential that our products are chosen in accordance with the unique business customs of each region. To appeal the superiority of our​
​products to stakeholders beyond end-users, we focus on developing high-value-added products designed for ease of installation. Additionally, in​
​certain overseas regions, we reach out to young talent through training programs aimed at nurturing next-generation installers. This supports their skill​
​enhancement while fostering expanded loyalty toward our brands. Through these efforts, we will continue our corporate initiatives to supply products​
​that consistently get chosen, thereby increasing brand recognition in each region.​

​12​ ​Philosophy on the Balance Between Shareholder​
​Returns and Growth Investments​

​Regarding shareholder returns, our fundamental policy is to practice stable dividend payments over the long term. We determine annual dividend​
​amounts based on medium-term EBITDA levels, while maintaining a policy to execute share buybacks flexibly. Furthermore, when determining the​
​allocation of retained earnings, we consider our cash flow status and prioritize strengthening our financial standing alongside growth investments.​
​This includes capital expenditures aimed at enhancing competitiveness, such as new product development, rationalization, and IT investments.​

​13​ ​Recycling Ratio of Refurbishment Waste (Metals​
​and Minerals)​

​Regarding the precise recycling ratio of waste materials (metals and minerals) generated during renovations, the processes from collection to​
​intermediate processing and recycling are highly fragmented and involve numerous third-party operators. Consequently, it is difficult to directly track or​
​calculate this as a standalone figure for LIXIL, and we do not possess specific statistics. However, the recycling rate for construction waste in Japan is​
​at a relatively high level; according to a survey by the Ministry of Land, Infrastructure, Transport and Tourism (MLIT), we understand that the overall​
​recycling rate for construction waste is approximately 97%.​

​To ensure that this societal resource circulation loop functions reliably, LIXIL is promoting the use of recycled and renewable materials—such as​
​aluminum, recycled resins, and recycled wood—to achieve sustainable resource utilization and waste reduction across the entire value chain. By​
​increasing the usage ratio of these materials, we aim to minimize the input of virgin resources. As part of this initiative, we have set a target to achieve​
​a 100% ratio of recycled aluminum in the aluminum profiles used in our Housing Technology business by the fiscal year ending March 2031,​
​achieving a ratio of 86% in the fiscal year ended March 2026.​

​Additionally, concerning minerals, our Enokido Factory has established a system that recycles 100% of the ceramic waste generated during the​
​manufacturing process back into raw materials for our own sanitaryware, all while fully maintaining product quality.​

​We will continue to drive initiatives that contribute to the transition toward a circular economy and preserve limited resources for the future.​

​14​ ​Possibility of Expanding New Businesses Through​
​the Application of Existing Technologies​

​We focus on delivering new value by applying our existing technologies. For example, "LIXIL Toilet Cloud," a DX solution leveraging AI and digital​
​technology, enables optimal control over cleaning "quality" and "efficiency," realizing pristine toilets efficiently. We have also developed "Life Assist2,"​
​a smart home system that connects housing equipment and home appliances to the internet. Furthermore, as part of our core Impact Strategy, we​
​have introduced product lines that contribute to stable supply chains while respecting the environment, such as "PremiAL" (recycled low-carbon​
​aluminum), "revia" (​​a circular material made primarily from waste plastic​​), and "bathtope" (a fabric-based bathtub that significantly reduces material​
​and water usage compared to conventional tubs).​

​Similarly, in our overseas operations, we merge existing technologies and technologies developed in Japan with GROHE brand products to drive​
​new value creation. Representative products rolled out to international markets include "GROHE Rain Shower Aqua Pure," which utilizes Japanese​
​water purification technology, and "GROHE Pure Foam," which applies our advanced micro-bubble technology.​


