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Matters Regarding Accounting Auditors

1. Name
Deloitte Touche Tohmatsu LLC

2.  Amount of compensation

Classification Amount of compensation

Amount of compensation to be paid during the current fiscal year ¥100 million

Total amount of money and other financial benefits that the Company and its subsidiaries

should pay to the Accounting Auditor ¥100 million

Notes: 1. The “Amount of compensation to be paid during the current fiscal year” is the sum of the amount of compensation
for auditing services in accordance with the Companies Act and the amount of compensation for auditing work in
accordance with the Financial Instruments and Exchange Act, since the two kinds of compensation are not clearly
divided under the audit agreement concluded between Nissha Co., Ltd. (hereinafter, the “Company”) and the
Accounting Auditor and they cannot be divided practically.

2. A part of foreign subsidiaries of the Company were audited by the audit firms other than the Accounting Auditor of
the Company.

3. Based on the “Practical Guidance for Cooperation with Accounting Auditors” announced by the Japan Audit and
Supervisory Board Members Association, the Audit and Supervisory Board of the Company checked the audit hours
in auditing plans, changes in compensation, and the status of auditing plans versus actual results in previous fiscal
years, and examined the appropriateness of the estimated amount of compensation. As a result, the Audit and
Supervisory Board agreed on the compensation paid or payable to the Accounting Auditor as set forth in Article 399,
Paragraph 1 of the Companies Act.

3. Details of non-auditing services
Not applicable.

4. Outline of the details of the contract for limitation of liability
Not applicable.

5. OQOutline of the details of the indemnity agreements
Not applicable.

6. Outline of the details of the directors’ and officers’ liability insurance contract
Not applicable.

7. Policy on decision to dismiss or not to reappoint the Accounting Auditor
In the case that the Accounting Auditor falls under any of the items in Article 340, Paragraph 1 of the
Companies Act, the Audit and Supervisory Board shall discharge the Accounting Auditor upon the
unanimous approval of the Audit and Supervisory Board Members. In this case, the Audit and Supervisory
Board Member designated by the Audit and Supervisory Board shall report the dismissal of the
Accounting Auditor and the reason therefor at the first General Meeting of Shareholders convened after
the dismissal.

In addition to the aforementioned case, when execution of proper auditing is thought to be difficult
due to the occurrence of events that harm eligibility and independence of the Accounting Auditor, the
Audit and Supervisory Board shall decide the content of the proposal to be submitted to a General Meeting
of Shareholders for the dismissal or the non-reappointment of the Accounting Auditor.



Systems to Ensure the Properness of Operations and Overview of the State of Operations
of the Systems

1.

Systems necessary to ensure that the execution of the duties by Directors of the Board complies
with laws and regulations and the Company’s Articles of Incorporation and other systems
necessary to ensure the properness of operations of the Company
The details of the resolution made by the Board of Directors on the establishment of the aforementioned
systems are as follows:

Pursuant to the Companies Act and the Ordinance for Enforcement of the Companies Act, the Company
shall establish systems to ensure the properness of operations (hereinafter, “Internal Control”) of the
group consisting of the Company and its subsidiaries (hereinafter, the “Nissha Group”) as follows, and
strive to continuously improve and enhance Internal Control upon confirming the status of its operations.

(1) Systems necessary to ensure that the execution of duties by Directors of the Board and
employees of the Nissha Group complies with laws and regulations and the Company’s Articles
of Incorporation

)

2)

3)

4)

5)

The Company shall establish “Corporate Ethics and Compliance Guidelines” and “Corporate
Ethics and Code of Conduct” based on its “Nissha Philosophy,” which specifies the basis of mission
and thought common to the entire Group and rules of conduct, so as to comply with laws and social
ethics from a global point of view.

The Company shall establish a Risk Management and Compliance Committee under the Risk
Management and Compliance Committee Regulations to carry out monitoring and educational
activities to ensure compliance with laws and regulations, the Company’s Articles of Incorporation,
and social norms. In addition, the Company shall appoint the head of each business unit of the
Nissha Group as a Manager in charge of promotion to establish a structure for promoting Corporate
Ethics and Compliance. An “in-house reporting system” shall be established at law offices and
other professional firms outside the Company and operated, through which employees may provide
information directly to the Company, while due measures are taken for the protection of
whistleblowers.

The Company shall appoint Independent Outside Directors of the Board so that they make up at
least one-third of the Board of Directors to maintain and enhance the function of supervising the
execution of duties by Directors of the Board. In addition, the Company shall establish a
Nomination and Compensation Committee as an advisory panel for the Board of Directors of the
Company in order to ensure the objectiveness and fairness of the nomination of Directors of the
Board and Audit and Supervisory Board Members as well as the compensation of the Directors of
the Board. The Nomination and Compensation Committee shall be chaired by an Independent
Outside Director of the Board and the majority of its members shall be Independent Outside
Directors of the Board.

The Internal Audit Division, which is under the direct control of the Chairman of the Board,
President and CEO, shall analyze and evaluate the state of the establishment and operations of an
Internal Control system, propose an improvement plan, and enrich the system.

The Company shall set a basic policy to counter antisocial forces, shall not have any relationship
with antisocial forces, and shall not respond to any unreasonable demands with a resolute attitude
in compliance with the Regulations regarding Antisocial Forces, and the Nissha Group shall strive
for thorough implementation of such measures.

(2) Systems regarding the retention and management of information relating to the execution of
duties by Directors of the Board

1))

The Company shall retain and manage information regarding execution of duties by Directors of
the Board, including the minutes of the General Meetings of Shareholders, the minutes of the
meetings of the Board of Directors and the requests for managerial decision, properly and with
certainty pursuant to the laws and regulations and internal regulations on information management,
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and the information shall be maintained in a condition which can be inspected.

2) The Company shall prevent unauthorized use, disclosure or leakage of corporate information and
properly handle confidential and personal information pursuant to internal regulations on
information management, and the Nissha Group shall strive for thorough implementation of such
measures.

3) The Company shall disclose important information on the Nissha Group timely and properly by
establishing a Disclosure Control Committee which shall discuss the necessity of timely disclosure
of corporate information and the contents of disclosure.

Rules and other systems for risk management of the Nissha Group

The Company shall establish a Risk Management and Compliance Committee under the Basic Policy
for Risk Management to avoid and reduce risks by identifying and assessing risks that impede the
business operations of the Nissha Group in an integrated manner, selecting and reviewing material risks,
and monitoring them. The subcommittees and business units responsible for each risk shall push forward
with initiatives to minimize the risk. The Risk Management and Compliance Committee shall report the
details of its activities to the Board of Directors once a year.

Systems necessary to ensure the efficient execution of the duties by Directors of the Board of the

Nissha Group

1) Through the introduction of the Corporate Officer System, the Company shall establish functional
segregation between strategy development and management monitoring functions to be undertaken
by the Board of Directors and business execution functions to be undertaken by the Corporate
Officers.

2) The Board of Directors of the Company shall approve Medium-term Business Plans, and the
Directors of the Board and employees shall execute operations based on such strategic and
performance plans.

3) The Chairman of the Board, President and CEO shall request the Corporate Officers to report the
status of their execution of business and confirm whether or not the business is executed according
to the plans at monthly and quarterly meetings (business reviews).

4) The Company shall share the status of execution of business by the Corporate Officers and the
strategy implementation items to be undertaken by its organizations through the use of IT to
improve business efficiency.

Systems necessary to ensure the proper business operation of the Nissha Group

1) The Company shall formulate the Group Company Management Regulations to set a basic
administration policy for the management of each company of the Nissha Group. In addition, the
Company shall manage the performance of important operations of each company of the Nissha
Group by designating matters requiring approval of and reporting to the Company with regard to
the execution of those operations in the Regulations on Requests for Managerial Decisions.

2) The Company shall appoint its officers or employees to become Directors of the Board and Audit
and Supervisory Board Members of each company of the Nissha Group as necessary in order to
ensure the proper execution of operations.

3) The corporate division shall manage the proper execution of operations at each company of the
Nissha Group and lead and counsel it, as necessary.

4) The Company shall periodically convene the Group Audit and Supervisory Board meeting for the
exchange of information among the Audit and Supervisory Board Members of the Nissha Group
and strive to improve and strengthen the audits for each company of the Nissha Group.

Matters regarding employees assisting the duties of Audit and Supervisory Board Members, when

Audit and Supervisory Board Members ask for appointment of such employees, and matters

regarding the independence of such employees from Directors of the Board

1) The Company shall establish an Audit and Supervisory Board Member’s Office to assist the duties
of Audit and Supervisory Board Members, and shall arrange for employees to be exclusively
assigned to the Office.
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2) The Audit and Supervisory Board Member’s Office shall belong to the Audit and Supervisory
Board and be independent from Directors of the Board. With regard to matters regarding the
personnel affairs of the employees of the Audit and Supervisory Board Member’s Office, approval
of the Audit and Supervisory Board shall be obtained through consultation.

Systems for reporting to Audit and Supervisory Board Members by Directors of the Board and
employees of the Nissha Group and other systems regarding reporting to Audit and Supervisory
Board Members

Directors of the Board and employees of the Company, and Directors of the Board, Audit and
Supervisory Board Members and employees of the Nissha Group shall quickly report to the Audit and
Supervisory Board items that will potentially have a serious influence on the Nissha Group, the status
of risk management, the results of internal audits, the status of internal reports, and the details of such
reports, etc. The Audit and Supervisory Board Members of the Company shall request the Directors of
the Board and employees of the Company, and Directors of the Board, Audit and Supervisory Board
Members and employees of the Nissha Group to report such matters as necessary. In addition,
whistleblowers shall not be treated disadvantageously in any way whatsoever as a consequence of such
reporting.

Other systems necessary to ensure the effective audit by Audit and Supervisory Board Members

1) The regular meetings for exchanges of opinions between the Chairman of the Board, President and
CEO, Directors of the Board and the Audit and Supervisory Board shall be held. The Audit and
Supervisory Board Members shall also set up regular meetings with the Accounting Auditor,
Internal Audit Divisions and corporate division to cooperate with them closely.

2) The Audit and Supervisory Board Members shall attend not only the meetings of the Board of
Directors but also other important meetings, and express their opinions as necessary. In addition,
they shall also examine the requests for managerial decision and other important documents.

3) The Company shall ensure objectivity and effectiveness of audits through Independent Audit and
Supervisory Board Members, including those who have considerable knowledge concerning
finance and accounting or legal affairs, such as a certified public accountant or an attorney, etc.

4) The Company shall bear expenses necessary for the execution of duties by the Audit and
Supervisory Board Members. If an Audit and Supervisory Board Member requests the Company
to make an advance payment of such expenses pursuant to laws and regulations, the Company shall
promptly comply with the request upon confirmation.



2.

Overview of the state of operations of systems to ensure the properness of operations
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Initiatives for compliance

The Company has established the “Corporate Ethics and Compliance Guidelines” and “Corporate Ethics
and Code of Conduct” based on its “Nissha Philosophy,” which specifies the basis of mission and
thought common to the entire Group and rules of conduct. The Risk Management and Compliance
Committee takes a leadership role in providing learning mainly through e-learning and training sessions
on pertinent themes whenever necessary and designates from October to November every year the
corporate ethics and compliance months in order to make them thoroughly known to officers and
employees on a global basis.

During the fiscal year ended December 31, 2025, the Company provided training to make the
details of the Corporate Ethics and Code of Conduct known to those both at domestic and overseas
bases. Besides, the Company also gave training on appropriate management of information and
harassment.

In addition, the Company appropriately addresses the issues of corporate ethics and compliance by
setting up and operating an in-house reporting system, through which the Nissha Group employees may
directly provide information, at law offices and other professional firms outside the Company. Under
this system, provided information is reported to the Risk Management and Compliance Committee and
Audit and Supervisory Board Members in a timely and appropriate manner.

During the fiscal year ended December 31, 2025, the Company had 24 such reports (eight of which
were from overseas), which were mainly related to the working environment and human relationships,
and none of which showed any serious violations of laws and regulations. All reports were appropriately
dealt with and shared.

Initiatives for risk management
The Company has established the Risk Management and Compliance Committee. The Committee
avoids and reduces risks by identifying and assessing risks that impede the business operations of the
Nissha Group in an integrated manner, selecting and reviewing material risks, and monitoring them.
The subcommittees and business units responsible for each material risk selected through a risk
assessment set KPIs and action items, work to mitigate these risks through their activities based on such
KPIs and action items, and manage and report the progress to the Risk Management and Compliance
Committee. In addition, the Committee receives reports on the status of responses to risk-related
incidents and provides appropriate instructions to the business units in charge. The Committee reports
the details of such activities to the Board of Directors once a year.

Initiatives to improve the properness and efficiency of the execution of duties by Directors of the
Board

The Board of Directors of the Company holds a regular meeting once a month and extraordinary meetings
when necessary in accordance with the Board of Directors Regulations. The Board of Directors resolves
matters set forth in laws and regulations and the Company’s Articles of Incorporation and important
matters, while receiving reports and supervising the execution of duties by Directors of the Board.

In order to maintain and strengthen the supervisory function of the Board of Directors and ensure
the objectivity and effectiveness of audits by the Audit and Supervisory Board, the Company has
appointed four Independent Outside Directors of the Board and two Independent Audit and Supervisory
Board Members with necessary experience and knowledge.

Initiatives to ensure the properness of operations of the Nissha Group
The Company regularly receives reports from all companies of the Nissha Group and approves the
execution of important operations in accordance with the Regulations on Requests for Managerial
Decision. Directors of the Board and Audit and Supervisory Board Members of each company of the
Nissha Group appointed by the Company attend important meetings and inspect important documents
to keep track of the status of the execution of operations and take necessary measures.

In addition, the Company’s Internal Audit Divisions audit each company of the Nissha Group and
conduct monitoring for group management.



(5) Initiatives to ensure the effectiveness of audits by Audit and Supervisory Board Members
Audit and Supervisory Board Members of the Company attend the meetings of the Board of Directors
and other important meetings and inspect the requests for managerial decisions and other important
documents, in accordance with auditing policies and auditing plans in compliance with the audit
standards prescribed by the Audit and Supervisory Board.

In addition, the Audit and Supervisory Board Members perform visiting audits at major offices and
each company of the Nissha Group, and exchange opinions regularly with the Representative Director,
Directors of the Board, and Executive Vice Presidents. The Audit and Supervisory Board Members also
hold regular meetings with the Accounting Auditor, Internal Audit Divisions, and corporate division in
order to promote closer cooperation between them.

Basic Policy Regarding the Control over the Company

An overview of the details of the resolution passed by the Board of Directors concerning the above policy is as
follows:

1.

Contents of basic policy

As the Company is a publicly listed company and its shares may be traded freely, the Company believes
that a decision on whether to accept or reject any proposal for a large-scale purchase of shares or any acts
similar thereto involving the transfer of control of the Company must ultimately be based on the will of its
shareholders. Consequently, the Company will not reject outright even proposals for a large-scale purchase
of shares if they contribute to the Company’s corporate value and the common interests of its shareholders.

The Company believes that in order to protect and enhance its corporate value and the common
interests of its shareholders, it is essential that the Company contributes to society by continually providing
valuable products and services, based on the Nissha Philosophy as a forward-looking company. More
specifically, the Company believes that continuously improving its core technologies by combining the
diverse capabilities and passion spread around the world through the leadership of the global Nissha Group,
providing high value-added products and services through manufacturing that other companies cannot
provide, by grasping the needs of the market on a global basis, and realizing the enrichment of people’s
lives will lead to ensuring and improving the Company’s corporate value and the common interests of its
shareholders.

The Company believes that parties who hold control over the determination of the Company’s
financial matters and business policies must fully understand the said basic views described above, and
secure and enhance the corporate value of the Company and the common interests of shareholders with
medium- to long-term points of view.

Therefore, the Company believes that any party that, without adequately understanding the basic views
described above, proposes any inappropriate large-scale purchase of shares or any acts similar thereto that
do not benefit the corporate value or the common interests of shareholders, should be considered
inappropriate to have control over the determination of the Company’s financial matters and business
policies.

Special initiatives contributing to the implementation of basic policy

The Nissha Group’s Mission is to use the diverse capabilities of its people and core technologies as an
engine for growth to create highly competitive, feature-rich products and services that realize customer
value and contribute to better lives for all.

Guided by this Mission, as our Sustainability Vision (our long-term vision), we aim to create economic
and social value by contributing to solving global social issues related to medical, mobility, and the
environment, with the integration and orchestration of the diverse talents of our people and our technologies.

In addition, reflecting backward from our Sustainability Vision, we formulated and have been
implementing a strategy as set forth in our Medium-term Business Plan to achieve our medium-term vision
for three years.

Under the current 8th Medium-term Business Plan, we aim to achieve stable growth and capital
efficiency improvement. Accordingly, we are working to improve and stabilize profitability through
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strengthening the business portfolio we have built up to date.

Since its foundation, the Company has been executing strategies that promptly address external
challenges, under engaged management leadership. The Company believes that strengthening corporate
governance while maintaining such leadership will promote agile and decisive decision making, as well as
ensuring management transparency and fairness, and therefore recognizes that corporate governance is a
key management issue.

Since the introduction of the Corporate Officer System, we have segregated the strategy development
and management oversight functions to be undertaken by the Board of Directors from the business
execution function to be undertaken by the Corporate Officers. In addition, we promote diversity in the
Board of Directors. The current Board of Directors consists of nine Directors of the Board, including four
Independent Outside Directors of the Board who meet strict independence criteria (44.4% of the Directors
of the Board are Independent Outside Directors and 11.1% are women). Independent Outside Directors of
the Board provide beneficial advice and opinions by taking advantage of their respective experiences and
insight, which lead to active discussion at the meetings of the Board of Directors. Furthermore, in October
2015, the Company established a Corporate Governance Policy. Based on the policy, the Company has
established a Nomination and Compensation Committee, at least half of whose members are Independent
Outside Directors of the Board and whose chairman is selected from among the Independent Outside
Directors of the Board. The Company made use of knowledge of Independent Outside Directors of the
Board to ensure objectivity and fairness in appointing officers and setting compensation. The Company
also evaluated the effectiveness of the Board of Directors once a year in order to help the Board of Directors
function better.

The Company believes it can protect and enhance the Company’s corporate value and the common
interests of its shareholders by continuing to implement the aforementioned measures.

Initiatives in light of basic policy to prevent the control over the determination of the Company’s
financial matters and business policies by an inappropriate party

The Company abolished the “Countermeasures Against a Large-scale Purchase of Shares of Nissha Printing
Co., Ltd.” at the close of the 100" Ordinary General Meeting of Shareholders held on March 22, 2019.
However, in the event of a party seeking to perform a large-scale purchase of shares of the Company, the
Company will take proper measures pursuant to the Financial Instruments and Exchange Act, the
Companies Act and other applicable laws and regulations, including asking the party to provide necessary
and sufficient information, disclosure of opinions, etc. of the Board of Directors of the Company and
ensuring of sufficient time and information so that the shareholders may properly determine whether the
large-scale purchase is acceptable.

Judgment of the Board of Directors on aforementioned initiatives

The Board of Directors believes that the initiatives described in aforementioned 2 and 3 are in line with the
basic policy and contribute to the protection and enhancement of the corporate value of the Company and
the common interests of shareholders, and that they are not aimed at maintaining the status of Directors of
the Board and Audit and Supervisory Board Members of the Company.



Consolidated Statement of Changes in Equity
(From January 1, 2025 to December 31, 2025)

(Millions of Yen)
Equity attributable to owners of parent
Other components of equity
Net
change in
fair value
of Exchange
financial anrgrel?:%rfe' differences Total other g ?ltial Non-
Share Capital Retained Treasury  assets defined on compo- .o uttgbl e controllin Total
capital surplus  earnings shares  measured translation nents of : g equity
through benefit of foreign  equity to owners interests
other plans operations of parent
compre-
hensive
income
238535“06 at January 1, 12,119 10,531 76,831 (5,553) 3,067 — 17,170 20,238 114,167 1,353 115,521
Effects of finalization
of provisional - 122 (10) - - - 17 17 129 132 261
accounting treatment
Balance at beginning
of period as restated 12,119 10,653 76,820 (5,553) 3,067 — 17,188 20,256 114,297 1,486 115,783
Profit - - 1,001 - - - - - 1,001 381 1,383
Other comprehensive
income - - - - 1,331 296 1,825 3,453 3,453 “) 3,448
Total comprehensive
income - - 1,001 - 1,331 296 1,825 3,453 4,455 376 4,831
Purch f't
chares ¢ O reasury - - - (656) - - - - (656) - (656)
Disposal of treasury
shares - (39) - 122 - - - - 83 - 83
Cancellation of
treasury shares B (4915 h 4,915 h B B B B B B
Transfer from retained
earnings to capital - 3,370 (3,370) - - - - - - - -
surplus
Dividends of surplus - - (2,377) - - - - - (2,377) (173)  (2,550)
Share-based payment
transactions - 57 N - N - - - 57 - 57
Changes in ownership
interest of subsidiaries - (147 - - - - - - 147 (158 (1,633)
Increase (decrease) by
business combination - - - - - - - - - 1,024 1,024
Put options granted to
non-controlling - 932 - - - - - - 932 - 932
interests
Transfer from other
components of equity - - (533) - 830 (296) - 533 - - -
to retained earnings
Total t ti ith
Ognfersr’a‘;fgc 1ons wi - (2.069) (6,281) 4382 830 (296) - 533 (3,435) 693 (2,742)
2‘33%“3 at December 31, 12,119 8583 71,541  (1,171) 5228 — 19013 24242 115316 2,555 117,872

(Note) Amounts are rounded down to the nearest million yen.



Notes to Consolidated Financial Statements

1. Basis of Presenting Consolidated Financial Statements
(1)  Standards of preparation of Consolidated Financial Statements
The Consolidated Financial Statements of the Company have been prepared in accordance with International
Financial Reporting Standards (hereinafter, “IFRS”) pursuant to the provisions of Article 120, Paragraph 1 of
the Regulation on Corporate Accounting. Based on the provisions of the second sentence of the said Paragraph,
part of the disclosures required under IFRS has been omitted in the Consolidated Financial Statements.

(2)  Scope of consolidation
1) Number of consolidated subsidiaries: 66

2) Names of major consolidated subsidiaries
Nissha Industries, Inc., Nissha Precision and Technologies, Inc., Eimo Technologies, Inc., Graphic Controls
Acquisition Corp., Nissha PMX Technologies, S.A. de C.V., Nissha Metallizing Solutions N.V.

3) Changes in the scope of consolidation
The Company acquired shares of SHIGAKEN. PHARM. IND. CO., LTD. and equity interests in
Immobiliare Gamna S.r.l. These two companies are therefore included in the scope of consolidation from
the current fiscal year.
Nissha F8, Inc. was merged into Nissha Printing Communications, Inc. This company is therefore
excluded from the scope of consolidation from the current fiscal year

(3)  Application of equity method
1) Number of affiliated companies accounted for using equity method: 3

2) Names of major entities accounted for using equity method
Sparsha Pharma USA, Inc.
EndoTheia, Inc.
PaperFoam Holding B.V.

(4)  Significant accounting policies

1) Standards and methods of valuation of financial instruments
i. Non-derivative financial assets
(1) Initial recognition and measurement

The Group initially recognizes trade and other receivables on the date of occurrence and
all the other financial assets on the transaction date when the Group becomes a party to the
contract.

At initial recognition, all financial assets are measured at fair value plus transaction costs
that are directly attributable to the acquisition of the financial assets, except when they are
classified as financial assets measured at fair value through profit or loss. Transaction costs
of financial assets measured at fair value through profit or loss are recognized in profit or
loss.

(i) Classification and subsequent measurement
The Group classifies its financial assets as (a) financial assets measured at amortized cost,
(b) debt instruments measured at fair value through other comprehensive income, (c) equity
instruments measured at fair value through other comprehensive income or (d) financial
assets measured at fair value through profit or loss. The classification is determined at initial
recognition, and the financial assets are subsequently measured based on their classification
as follows:
(a) Financial assets measured at amortized cost
A financial asset that meets both of the following conditions is classified as a
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financial asset measured at amortized cost:

- the financial asset is held within a business model whose objective is to collect

contractual cash flows and

- the contractual terms of the financial asset give rise on specified dates to cash

flows that are solely payments of principal and interest on the principal amount
outstanding.

After initial recognition, financial assets measured at amortized cost are measured at
amortized cost using the effective interest method, less impairment losses. Interest
income based on the effective interest method is recognized as finance income in profit
or loss.

(b) Debt instruments measured at fair value through other comprehensive income

A debt instrument that meets both of the following conditions is classified as a
financial asset measured at fair value through other comprehensive income:

- the financial asset is held within a business model whose objective is achieved

by both collecting contractual cash flows and selling financial assets and

- the contractual terms of the financial asset give rise on specified dates to cash

flows that are solely payments of principal and interest on the principal amount
outstanding.

After initial recognition, such debt instruments are measured at fair value.
Subsequent changes in the fair value are recognized in other comprehensive income,
except that foreign exchange gains or losses, impairment gains or losses, and interest
income based on the effective interest method are recognized in profit or loss. When
these debt instruments are derecognized, cumulative gains or losses recognized in other
comprehensive income are reclassified from other components of equity to profit or
loss as reclassification adjustments.

(¢) Equity instruments measured at fair value through other comprehensive income

The Group has made an irrevocable election to present in other comprehensive
income subsequent changes in the fair value of investments in equity instruments,
which are classified as financial assets measured at fair value through other
comprehensive income.

After initial recognition, such equity instruments are measured at fair value.
Subsequent changes in the fair value are recognized in other comprehensive income.
When these equity instruments are derecognized, cumulative gains or losses recognized
in other comprehensive income are reclassified from other components of equity to
retained earnings.

Dividends from financial assets measured at fair value through other comprehensive
income are recognized as finance income in profit or loss unless the dividend clearly
represents a return of the investment.

(d) Financial assets measured at fair value through profit or loss

Financial assets other than financial assets measured at amortized cost or at fair value
through other comprehensive income as mentioned above are classified as financial
assets measured at fair value through profit or loss.

There are no financial assets that the Group has elected to irrevocably designate as
financial assets measured at fair value through profit or loss at initial recognition.

Financial assets measured at fair value through profit or loss are recognized at fair
value at initial recognition, and the transaction costs are recognized in profit or loss as
incurred.

After initial recognition, such financial assets are measured at fair value. Subsequent
changes in the fair value, net of dividends and interest income, are recognized in profit
or loss.
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il.

(iii)

(iv)

Impairment of financial assets

An allowance for doubtful accounts is recognized for expected credit losses on financial
assets subject to impairment, including financial assets measured at amortized cost.

The Group assesses at each fiscal year-end whether the credit risk on financial
instruments has increased significantly since initial recognition.

If the credit risk on a financial instrument has not increased significantly since initial
recognition, the allowance for doubtful accounts for the financial instrument is measured at
an amount equal to the 12-month expected credit losses. If the credit risk on a financial
instrument has increased significantly since initial recognition, the allowance for doubtful
accounts for the financial instrument is measured at an amount equal to the lifetime
expected credit losses.

When contractual payments are more than 30 days past due, the Group determines in
principle that there has been a significant increase in credit risk. In assessing whether credit
risk has increased significantly, the Group considers reasonably available and supportable
information as well as past due information on contractual payments.

For financial assets, including trade receivables, that do not contain a significant
financing component, the allowance for doubtful accounts is always measured at an amount
equal to lifetime expected credit losses irrespective of whether there has been a significant
increase in credit risk since initial recognition.

The expected credit losses of a financial instrument are measured in a way that reflects:

- an unbiased and probability-weighted amount that is determined by evaluating a

range of possible outcomes;

- the time value of money; and

- reasonable and supportable information that is available without undue cost or effort

at the reporting date about past events, current conditions and forecasts of future
economic conditions.

A provision of allowance for doubtful accounts for financial assets is recognized in profit
or loss. If the recognized allowance for doubtful accounts is reduced, a reversal of allowance
for doubtful accounts is recognized in profit or loss.

Derecognition of financial assets
The Group derecognizes a financial asset only when:
- the contractual rights to the cash flows from the financial asset expire, or
- it transfers the financial asset so that substantially all the risks and rewards of
ownership of the financial asset are transferred.

Non-derivative financial liabilities

(@

(i)

Initial recognition and measurement

Financial liabilities are classified at initial recognition as (a) financial liabilities measured
at amortized cost or (b) financial liabilities measured at fair value through profit or loss.
Financial liabilities are initially recognized on the transaction date when the Group becomes
a party to the contract. Financial liabilities measured at amortized cost are initially measured
at fair value less transaction costs that are directly attributable to the financial liabilities,
while financial liabilities measured at fair value through profit or loss are initially measured
at fair value.

Classification and subsequent measurement
(a) Financial liabilities measured at amortized cost
After initial recognition, financial liabilities measured at amortized cost are
measured at amortized cost using the effective interest method. Interest expenses based
on the effective interest method are recognized as finance costs in profit or loss.

(b) Financial liabilities measured at fair value through profit or loss
After initial recognition, financial liabilities measured at fair value through profit or
loss are measured at fair value. Subsequent changes in the fair value are recognized in
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profit or loss.
(1i1) Derecognition of financial liabilities
The Group derecognizes a financial liability when it is extinguished, that is, when the
obligation specified in the contract is discharged, cancelled or expires.

iii. Derivative financial instruments

The Group utilizes forward exchange contracts and currency swaps to mitigate the risk of
fluctuations in foreign exchange rates and utilizes interest rate swaps to mitigate the risk of
fluctuations in interest rates. These derivatives are initially measured at the time when the contract
is entered into and are subsequently remeasured at fair value. Changes in the fair value of derivatives
are all recognized in profit or loss.

Hedge accounting is not applied to the above derivatives. Accordingly, derivative financial
instruments are classified as financial assets or financial liabilities measured at fair value through
profit or loss.

iv. Fair value of financial instruments
The fair value of financial instruments is determined using market information, including market
prices, and appropriate valuation techniques.

Inputs used to measure fair value are categorized into the following three levels:

Level 1: Quoted prices in active markets for identical assets or liabilities

Level 2: Inputs (i.e., prices themselves) other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly or indirectly

Level 3: Inputs that are not based on observable market data (i.e., unobservable inputs) for the
asset or liability

2) Standards and methods of valuation of inventories
Inventories are measured at the lower of cost or net realizable value.
The cost of inventories includes all costs of purchase, costs of conversion and other costs incurred in
bringing the inventories to their present location and condition.
Net realizable value is determined as the estimated selling price in the ordinary course of business less
the estimated costs of completion and estimated costs necessary to make the sale.
Valuation method for each inventory item is as follows
- Finished goods (excluding Decorative Film products, etc. of Industrial Materials) and work in process
Mainly by the specific identification method
- Finished goods (Decorative Film products, etc. of Industrial Materials)
By the moving average method
- Raw materials and supplies
Mainly by the periodic average method

3) Standards and methods of valuation and depreciation methods of property, plant and equipment
Property, plant and equipment are measured using the cost model and are carried at cost less any
accumulated depreciation and any accumulated impairment losses.
Depreciable property, plant and equipment are depreciated using the straight-line method over their
useful lives.
The useful lives used in determining depreciation are as follows:
Buildings and structures: 15 to 50 years
Machinery, equipment and vehicles: 5 to 10 years
Tools, furniture and fixtures: 2 to 10 years
The cost includes any costs directly attributable to the acquisition of the asset; the initial estimate of the
costs of dismantling and removing the asset and restoring the site on which it is located; and borrowing
costs eligible for capitalization.
The costs of the day-to-day servicing for the repairs and maintenance of property, plant and equipment
are expensed as incurred.
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4)

5)

6)

When an item of property, plant and equipment consists of components with different useful lives, each
component is recognized as a separate item of property, plant and equipment.

The gain or loss arising from the derecognition of property, plant and equipment is included in profit or
loss when the asset is derecognized.

The depreciation method, useful life and residual value of an asset are reviewed at each fiscal year-end,
and any changes are accounted for prospectively as changes in accounting estimates.

Standards and methods of valuation and amortization methods of intangible assets

Intangible assets are measured using the cost model and are carried at cost less any accumulated
amortization and any accumulated impairment losses.

Intangible assets with finite useful lives are amortized using the straight-line method over their useful
lives.

The useful lives of major intangible assets are as follows:

Software: 5 years
Customer related assets: 8 to 28 years
Technical assets: 10 to 15 years

The useful lives and amortization method are reviewed at each fiscal year-end, and any changes are
accounted for prospectively as changes in accounting estimates.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are not
amortized but tested for impairment individually or as part of the cash-generating unit to which the asset
belongs at least once a year or whenever there is an indication of impairment.

The gain or loss arising from the derecognition of intangible assets is included in profit or loss when the
asset is derecognized.

Standards and methods of valuation and amortization methods of goodwill

Goodwill is measured as the excess, if any, of the consideration transferred over the net amount of
identifiable assets and liabilities as of the acquisition date. If the difference is negative, it is immediately
recognized in profit or loss.

Goodwill is measured at cost less any accumulated impairment losses. Goodwill is not amortized but
tested for impairment at least once a year or whenever there is an indication of impairment.

Leases

The Group assesses whether a contract is, or contains, a lease by considering whether the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.
i. Lessee

For leases as lessee, in principle, right-of-use assets and the corresponding lease liabilities are
recognized. For short-term leases (with a lease term of 12 months or less) and leases for which the
underlying asset is of low value, the lease payments are recognized as expenses on a straight-line
basis over the lease term or another systematic basis.

Right-of-use assets are measured at cost at the commencement date, and lease liabilities are
measured at the present value of the lease payments that are not made as of the commencement date.
If the interest rate implicit in the lease cannot be readily determined, the present value is measured
using the lessee’s incremental borrowing rate, which is the rate of interest that the lessee would have
to pay to borrow the funds necessary to obtain a similar asset over a similar term.

After the commencement date of the lease, the right-of-use assets are measured at cost less any
accumulated depreciation and any accumulated impairment losses, and are depreciated from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or the end of
the lease term. Lease liabilities are measured by increasing the book value to reflect interest on the
lease liability based on the effective interest method and reducing the book value to reflect the lease
payments made.

In cases such as where there is a change in the lease term or a lease modification is not accounted
for as a separate lease, the lease liability is remeasured with a corresponding adjustment to the right-
of-use asset.

14



7)

8)

ii. Lessor
For leases as a lessor, leases are classified as either operating leases or finance leases. A lease is
classified as a finance lease if it transfers substantially all the risks and rewards incidental to
ownership of an underlying asset. A lease is classified as an operating lease if it does not transfer
substantially all the risks and rewards incidental to ownership of an underlying asset. Whether a
lease is a finance lease or an operating lease depends on the substance of the transaction rather than
the form of the contract.
6) Finance leases
At the commencement date of the lease, assets held under a finance lease are presented
as a receivable at an amount equal to the net investment in the lease. The information on
finance lease income is presented in “10) Revenue recognition, ii. Revenue from finance
leases (lessor).”
(ii) Operating leases
The information on operating lease income is presented in “10) Revenue recognition, iii.
Revenue from operating leases (lessor).”

Impairment of non-financial assets

Non-financial assets other than inventories and deferred tax assets are assessed at the end of each
reporting period whether there is any indication of impairment. If any such indication exists, the
recoverable amount of the asset or the cash-generating unit (or a group of cash-generating units) is
estimated. Goodwill and intangible assets with indefinite useful lives or not yet available for use are tested
for impairment at least annually, irrespective of whether there is any indication of impairment.

The recoverable amount of an asset or a cash-generating unit (or a group of cash-generating units) is the
higher of its fair value less costs of disposal and its value in use. The value in use is determined by
discounting the estimated future cash flows of the asset or the cash-generating unit (or a group of cash-
generating units) to the present value at an after-tax discount rate that reflects the time value of money and
risks specific to the asset. A cash-generating unit is the smallest identifiable group of assets that generates
cash inflows that are largely independent of the cash inflows from other assets or groups of assets. If the
recoverable amount of an asset or a cash-generating unit is less than its book value, an impairment loss is
recognized in profit or loss.

At the end of each reporting period, it is assessed whether there is an indication that impairment losses
recognized previously for an asset may no longer exist or may have decreased. If any such indication exists,
the recoverable amount of the asset is estimated. If the estimated recoverable amount exceeds the book
value of the asset, impairment losses are reversed. The book value after the reversal is recognized to the
extent that it does not exceed the book value (net of accumulated depreciation or amortization) that would
have been determined had no impairment loss been recognized previously for the asset. The amount of
reversal of impairment losses is recognized in profit or loss.

Impairment losses recognized for goodwill are not reversed.

Standards for accounting for provisions

The Group recognizes a provision when the Group has a present legal or constructive obligation as a
result of a past event; it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation; and a reliable estimate can be made of the amount of the obligation.

A provision is recognized for the best estimate of the expenditure required to settle the present obligation
at the fiscal year-end. Where the effect of the time value of money is material, a provision is measured at
the present value of the expenditure discounted at a discount rate that reflects the risks specific to the
liability. Where discounting is applied, an increase in the provision arising from the passage of time is
recognized as finance costs.
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9)

10)

Employee benefits

i

ii.

ii.

Post-employment benefits

The Group has adopted defined benefit plans and defined contribution plans as post-employment
benefit plans.
1) Defined benefit plans

The present value of defined benefit obligations and the related current service cost and
past service cost are determined using the projected unit credit method for each plan
separately.

The discount rate is determined by reference to yields at the fiscal year-end on high
quality corporate bonds with a term to maturity corresponding to the discount period, which
is set based on the period until the expected maturity of benefit payments in each future
fiscal year.

The present value of defined benefit obligations less the fair value of plan assets is
recognized as a liability or an asset.

Current service cost, past service cost and net interest on the net defined benefit liability
(asset) are recognized in profit or loss. Remeasurements of the net defined benefit liability
(asset) are recognized collectively in other comprehensive income for the period in which
they are incurred and immediately reclassified to retained earnings.

(i) Defined contribution plans
Retirement benefit expenses of the defined contribution plans are recognized as expenses
for the period in which employees render the related services.

Short-term employee benefits

Short-term employee benefits are not discounted but are expensed at the time when employees
render the related services.

When the Group has a present legal or constructive obligation to make payments as a result of
past service rendered by employees, and a reliable estimate can be made of the amount of the
obligation, the estimated amount to be paid is recognized as a liability.

Other long-term employee benefits

Long-term employee benefits other than post-employment benefits are determined by discounting
to the present value the future benefits that employees have earned in return for their services
rendered in the current and prior fiscal years.

Revenue recognition

i

Revenue from contracts with customers

Except for interest and dividend income and other income items under IFRS 9, the Group
recognizes revenue in an amount that reflects the consideration to which the Group expects to be
entitled in exchange for the transfer of goods or services to customers, based on the following five-
step approach:

Step 1: Identify the contract(s) with a customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to each distinct performance obligation in the contract.

Step 5: Recognize revenue when (or as) a performance obligation is satisfied.

For products that the Group has promised to deliver to a customer, the performance obligation in
the contract is satisfied at a point at which the customer is deemed to have obtained control of the
product in light of contractual terms and conditions, and the Group recognizes net sales primarily
upon delivery of the product to the customer or the customer’s acceptance, or based on terms and
conditions of trade. For performance obligations in service contracts and other contracts that meet
the criteria for determining whether control of goods or services is transferred over time, net sales
are recognized over time by measuring the progress based on input methods, such as costs incurred.
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11)

12)

Revenue is measured at the amount net of returned products, rebates and discounts.

The consideration in the sales contracts on goods is collected mainly within one year from the
time when control of the goods has been transferred to the customer. Those contracts do not contain
a significant financing component.

ii. Revenue from finance leases (lessor)
Revenue from finance lease is recognized in a way that reflects a constant periodic rate of return
on the Group’s net investment in the lease.

iii. Revenue from operating leases (lessor)
Revenue from operating leases is recognized on a straight-line basis over the lease term.

Foreign currency translation

Transactions in foreign currencies are translated into the functional currency of each Group company
using the exchange rate at the transaction date or a rate that approximates such rate. Monetary assets and
liabilities denominated in foreign currencies are translated into the functional currency of each Group
company using the exchange rate at the fiscal year-end. Exchange differences arising from the translation
and settlement are recognized in profit or loss. However, exchange differences arising from the translation
of investments in equity instruments measured at fair value through other comprehensive income and cash
flow hedges are recognized in other comprehensive income.

The assets and liabilities of foreign operations are translated into Japanese yen using the exchange rate
at the fiscal year-end, and the revenues and expenses of foreign operations are translated into Japanese yen
using the average exchange rate for the fiscal year, except in cases where the exchange rate fluctuates
significantly. Exchange differences arising from the translation are recognized in other comprehensive
income. Upon disposal of a foreign operation that results in a loss of control or significant influence over
the foreign operation, the cumulative exchange differences relating to the foreign operation are recognized
in profit or loss for the period of disposal.

Business combinations

Business combinations are accounted for using the acquisition method.

The consideration transferred is measured at the sum of the acquisition-date fair values of the assets
transferred, liabilities assumed, and equity interests issued in exchange for control over the acquiree.

The identifiable assets, liabilities and contingent liabilities in the acquiree are measured at their
acquisition-date fair values, except that:

- Deferred tax assets (or deferred tax liabilities) and assets or liabilities related to employee benefit
arrangements are recognized and measured in accordance with IAS 12 “Income Taxes” and IAS 19
“Employee Benefits,” respectively.

- Liabilities or equity instruments that are related to the acquiree’s share-based payment transactions or
the replacement of the acquiree’s share-based payment transactions with the acquirer’s share-based
payment transactions are recognized and measured in accordance with IFRS 2 “Share-based Payment.”

- Non-current assets or disposal groups that are classified as held for sale at the acquisition date in
accordance with IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations™ are
measured in accordance with that IFRS.

Goodwill is measured as the excess, if any, of the consideration transferred over the net amount of
identifiable assets and liabilities as of the acquisition date. If the difference is negative, it is immediately
recognized in profit or loss.

If the initial accounting for a business combination is incomplete at the end of the reporting period in
which the combination occurs, the items for which the accounting is incomplete are measured at
provisional amounts. If new information obtained during the measurement period, which shall not exceed
one year from the acquisition date, if known, affects the measurement of the amounts recognized as of the
acquisition date, the provisional amounts recognized at the acquisition date are retrospectively adjusted.

Acquisition-related costs incurred to achieve a business combination are expensed as incurred. The
acquisition of additional non-controlling interests is accounted for as an equity transaction without
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13)

recognition of goodwill.

Other significant items for presenting Consolidated Financial Statements

Significant accounting estimates and judgements involving estimations

In preparing the Consolidated Financial Statements in compliance with IFRS, management makes
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, revenues and expenses. Actual results may differ from these estimates.

Estimates and their underlying assumptions are reviewed on an ongoing basis. The effects of revisions
to accounting estimates are recognized in the accounting period in which the estimates were revised and in
any future accounting periods affected.

Application of the group tax sharing system
The Company and some of its domestic consolidated subsidiaries apply the group tax sharing system.

(5)  Notes to accounting estimates

1))

2)

(Valuation of goodwill and trademark right of Graphic Controls Holdings, Inc. and its subsidiaries)

Amounts recorded in the Consolidated Financial Statements
Goodwill: ¥29,201 million
Trademark rights: ¥5,418 million

Other information

Goodwill and trademark rights are tested for impairment at least annually, regardless of whether there is
an indication of impairment. The recoverable amount of goodwill and trademark rights is determined based
on their value in use and compared with the book value of the cash-generating unit.

The value in use of the cash-generating unit including goodwill and trademark rights is determined based
on a five-year business plan approved by management, and in the fiscal years after the end of the business
plan, it is determined as the discounted present value of future cash flows that are determined based on the
growth rates of the major countries where we sell our products. A report is obtained from an external
valuation expert to determine the value in use.

The above-mentioned business plan contains elements with uncertainties such as sales forecasts by
region and product lineups based on demand trends as well as changes in manufacturing costs. In addition,
a growth rate and a discount rate used in determining value in use are highly uncertain and may fluctuate
as they are affected by changes in the external environment such as economic conditions and interest-rate
fluctuations. Therefore, when the business plan needs to be reviewed due to significant changes in the
management environment and other factors or when the growth rate and the discount rate fluctuate
significantly due to changes in the external environment such as economic conditions and interest-rate
fluctuations, it may significantly affect the Consolidated Financial Statements in and after the next fiscal
year.
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(€))

Notes to the Consolidated Statements of Financial Position
Assets pledged as collateral and corresponding liabilities
Assets pledged as collateral

Cash and cash equivalents ¥272 million
Trade and other receivables ¥6,825 million
Inventories ¥8,696 million
Other current assets ¥46 million
Property, plant and equipment ¥2,625 million
Intangible assets ¥54 million

Total ¥18,522 million

Corresponding liabilities

Borrowings (current) ¥1,173 million
Bonds and borrowings (non-current) ¥502 million

Total ¥1,676 million

(Notes) 1. Of the above assets pledged as collateral, ¥13,158 million was an asset pledged as collateral by a U.S.
consolidated subsidiary of the Company for a commitment line agreement (in a foreign currency) of
USD 10 million with a financial institution.

2. Other than those listed above, there are assets pledged as collateral that were eliminated in the
Consolidated Financial Statements, including shares of subsidiaries and associates of ¥5,978 million
and trade and other receivables, etc. of ¥8,589 million.

3. Assets pledged as collateral are for a part of consolidated subsidiaries’ borrowings from financial
institutions. In the event of default of the principal and interest of borrowings that are due and payable,
the financial institution has the right to dispose of the collateral and apply it to the repayment amount
of the borrowings under the contracts.

Allowance for doubtful accounts directly deducted from assets

Trade and other receivables ¥439 million
Other financial assets (current) ¥0 million
Other financial assets (non-current) ¥227 million

Accumulated depreciation and accumulated

. . . ¥118,368 million
impairment loss on property, plant and equipment
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Notes to the Consolidated Statements of Profit or Loss
(1)  Other income and other expenses
(Other income)

Gain on sale of non-current assets ¥112 million
Government grants (Note 1) ¥44 million
Change in fair value of contingent considerations (Note 2) ¥154 million
Gain on cancellation of leases (Note 3) ¥90 million
Other ¥226 million
Total ¥628 million
(Other expenses)
Foreign exchange loss ¥134 million
Loss on sale and retirement of non-current assets ¥107 million
Impairment losses (Note 4) ¥699 million
Idle asset expenses (Note 5) ¥381 million
Restructuring expenses (Note 6) ¥86 million
Other ¥105 million

(Notes) 1.

Total ¥1,515 million
Government grants
Government grants mainly represent financial support provided to one of our consolidated subsidiaries
overseas in the Industrial Materials segment for its technological innovation efforts.

. Change in fair value of contingent considerations

Change in fair value of contingent considerations is related mainly to the acquisition of Cathtek, LLC.

. Gain on cancellation of leases

Gain on cancellation of leases is a gain arisen from early cancellation of a lease contract by a
consolidated subsidiary overseas in the Industrial Materials segment.

. Impairment losses

See Note “10. Other Notes (Notes to impairment losses).”

. Idle asset expenses

Idle asset expenses are mainly related to depreciation and other costs of facilities in line with the
suspension of operations of domestic production bases whose operation rates are low in the Devices
segment.

. Restructuring expenses

Restructuring expenses are related to a structural reform of a consolidated subsidiary overseas in the
Medical Technologies segment.
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Notes to the Consolidated Statement of Changes in Equity
(1)  Type and total number of shares issued at the end of the current fiscal year

Type of stock Beginning balance Increase Decrease Ending balance
Common shares
(Thousand Shares) 50,855 - 2,839 48,016

(Major causes of the change)
Breakdown of decreases is as follows:

(Thousand Shares)
Cancellation of treasury shares pursuant to the resolution of the meeting of 5839
the Board of Directors held on November 21, 2025 ’
(2)  Items concerning dividends
1) Dividends paid
Total amount of | Dividend per
Resolution Type of stock dividends share Record date Effective date
(Millions of Yen) (Yen)
Meeting of the Board of
Directors held on Common shares 1,203 25.00 December 31, 2024 March 3, 2025
February 13, 2025
Meeting of the Board of
Directors held on Common shares 1,193 25.00 June 30, 2025 September 1, 2025
August 6, 2025
Total 2,396

(Notes) 1. The total amount of dividends based on a resolution of the meeting of the Board of Directors held on
February 13, 2025 includes ¥10 million paid to Custody Bank of Japan, Ltd. (Trust E Account) as
dividends on Company shares it holds.

2. The total amount of dividends based on a resolution of the meeting of the Board of Directors held on
August 6, 2025 includes ¥9 million paid to Custody Bank of Japan, Ltd. (Trust E Account) as dividends
on Company shares it holds.

2) Of dividends whose record dates belong to the current fiscal year, dividends that take effect in the next
fiscal year
Total amount .
. .. Dividend per
) Dividend of dividends .
Resolution Type of stock L share Record date | Effective date
resource (Millions of
(Yen)
Yen)
Meeting of the Board .
. Common Retained December March 4,
of Directors held on . 1,200 25.00
shares earnings 31,2025 2026

February 12, 2026

(Note) The total amount of dividends based on a resolution of the meeting of the Board of Directors held on February
12,2026 includes ¥15 million paid to Custody Bank of Japan, Ltd. (Trust E Account) as dividends on Company
shares it holds.
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(3)  Type and number of treasury shares at the end of the current fiscal year

Type of stock Beginning balance Increase Decrease Ending balance
C h
OTMON 8 1ATES 3,112 715 3,198 629
(Thousand Shares)

(Note) The ending balance of treasury shares of common shares includes 628 thousand Company shares held by
Custody Bank of Japan, Ltd. as trust assets in the Board Benefit Trust (BBT), the Stock Benefit Trust (J-ESOP)

and the Stock Benefit Trust (Employee Shareholding Association Purchase-type).

(Major causes of the changes)
Breakdown of increases is as follows:

Acquisition of treasury shares pursuant to the resolution of the meeting of
the Board of Directors held on November 8, 2024

Purchase of shares of less than one unit

Acquisition of Company shares by Stock Benefit Trust (Employee
Shareholding Association Purchase-type)

Breakdown of decreases is as follows:

Demand for sales of shares of less than one unit

Payment of Company shares from (Trust E Account)

Sales to Employee Shareholding Association by Stock Benefit Trust
(Employee Shareholding Association Purchase-type)

Disposal of Company shares to Stock Benefit Trust (Employee Shareholding

Association Purchase-type)
Cancellation of treasury shares pursuant to the resolution of the meeting of
the Board of Directors held on November 21, 2025
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5.

Notes to Financial Instruments

(Items concerning the status of financial instruments)

)

2

Capital management

The Group’s basic capital management policy is to establish and maintain a stable financial foundation in
order to improve corporate value through sustainable growth.

The Group is not subject to any significant regulatory capital requirements.

Financial risk management
Risk management policy

The Group’s business activities are affected by the business and financial market environments. In the course
of the business activities, financial instruments held by the Group are exposed to specific risks.

Such risks primarily include 1) market risk ((a) foreign exchange risk, (b) price risk, (c) interest rate risk), 2)
credit risk and 3) liquidity risk. In order to mitigate these risks, risk management is conducted.

The Group focuses on highly safe financial assets in its fund management, and procures funds mainly through
loans from banks and issuance of bonds. It carries out optimum fund procurements at each time while giving
full consideration to the management environment. The Group uses derivative transactions to hedge foreign
exchange risk, and does not enter into derivative transactions for speculative purposes. Derivative transactions
are executed and managed with approval from the authorized persons in accordance with the internal rules that
stipulate transaction authority, limits, and other matters.

1) Market risk

(a) Foreign exchange risk
Trade receivables and payables denominated in foreign currencies, which arise from the Group’s
global business development, are exposed to the risk of fluctuating foreign currency exchange rate.
Part of such risk is hedged using forward exchange contracts. These derivative transactions, for
which hedge accounting is not applied, are considered to effectively offset the effects of foreign
exchange fluctuations.

(b)  Pricerisk
As the Group owns listed shares in companies with which the Group has business relationships,
it is exposed to the risk of price fluctuations in equity instruments. The Group regularly assesses the
fair values and financial conditions of issuers (business partners) and continually reviews the
holding status.

(¢) Interest rate risk
Of the Group’s interest-bearing liabilities, those with floating rates are exposed to the risk of
interest rate fluctuations.
To mitigate the risk of interest rate fluctuations, the Group continually monitors interest rate
fluctuations for interest-bearing liabilities with floating rates.

2) Credit risk

The Group’s trade and other receivables and other financial assets are exposed to credit risk. Credit risk
is the risk of financial loss of the Group in the event that a customer or a counterparty (including financial
institutions) fails to meet its contractual obligations.

The Group sets up lines of credit in accordance with Credit Management Regulations by business and
country or region. In addition, the sales division and the finance division regularly monitor the credit status
of counterparties of trade receivables, and manage the due dates and outstanding balances by counterparty
to identify at an early stage and mitigate recoverability concerns, such as due to deterioration of a
counterparty’s financial condition. Derivative transactions are entered into only with highly creditworthy
financial institutions in order to mitigate credit risk, and therefore the credit risk is considered to be
extremely low.

The allowance for doubtful accounts for trade receivables is always measured at an amount equal to the
lifetime expected credit losses. For receivables other than trade receivables and other financial assets, the
allowance for doubtful accounts is measured at an amount equal to the 12-month expected credit losses if
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the credit risk has not increased significantly since initial recognition, and at an amount equal to the lifetime
expected credit losses if the credit risk has increased significantly since initial recognition, such as upon a
past due event.

When measuring the expected credit losses for trade receivables, in principle, the receivables are grouped
depending on the level of credit risk, provision rates are calculated for each group by reflecting forward-
looking information in historical credit loss experience, and the expected credit losses for trade receivables
are determined by multiplying the outstanding balance of the assets by a corresponding provision rate. For
receivables other than trade receivables and other financial assets whose credit risk has not increased
significantly since initial recognition, provision rates are calculated for each group of similar assets by
reflecting forward-looking information in historical credit loss experience, and the expected credit losses
are determined by multiplying the outstanding balance of the assets by a corresponding provision rate. For
receivables other than trade receivables and other financial assets whose credit risk has increased
significantly since initial recognition as well as credit-impaired assets, the expected credit losses are
determined as a difference between the book value and the present value of expected future cash flows to
be received from the assets, discounted using the effective interest rate at initial recognition. If all or a
portion of trade and other receivables and other financial assets are considered not to be recovered or
extremely difficult to be recovered, they are determined to be credit-impaired.

The book value after the impairment of financial assets stated in the Consolidated Statements of Financial
Position represents the Group’s maximum exposure to the credit risk of financial assets.

3) Liquidity risk
The Group is exposed to liquidity risk that the Group is unable to fulfill its repayment obligations for
financial liabilities.
To manage the liquidity risk, the finance division takes measures such as preparing and updating fund
management plans in a timely manner, and consolidating fund flows to the Company through the cash
management system (CMS) introduced across the Group companies in Japan.

(Items concerning fair value, etc. of financial instruments)
Estimation of fair value
1) Measurement of fair value of financial instruments
The Group determines the fair value of major financial assets and financial liabilities as follows. The fair
value of financial instruments is estimated using available market prices, or is measured by appropriate
valuation techniques when market prices are not available.

(Cash and cash equivalents, trade and other receivables, trade and other payables, short-term borrowings)
Since these are settled within a short period, the fair value approximates the book value. Therefore, the
fair value is based on the relevant book value.

(Other financial assets and other financial liabilities)

The fair value of marketable equity instruments (listed shares) is measured based on market prices at the
fiscal year-end. The fair value of equity instruments with no available market prices (shares that do not
have a market price) and debt instruments (preference shares, etc.) classified as financial assets measured
at fair value through profit or loss is measured using valuation techniques, primarily based on discounted
future cash flows, market prices of similar companies or net asset values. Since other financial assets and
financial liabilities are settled within a short period, the fair value approximates the book value. One of the
main unobservable inputs used to measure the fair value of these financial instruments with no available
market prices was valuation multiple derived from the comparable peer company analysis. The fair value
increases (decreases) as the valuation multiple rises (declines).

(Derivative assets and liabilities)

The fair value of derivative assets and liabilities is measured at the market quotation of derivative
transactions under the same terms and conditions as of the fiscal year-end.
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(Contingent consideration)

Contingent consideration in a business combination is measured at fair value as of the acquisition date
of the business combination. Contingent consideration that meets the definition of a financial liability is
remeasured at fair value at each subsequent reporting date. The fair value is determined on the basis of the
scenario-based method or Monte Carlo simulation model, where the key assumptions considered are the
probability of meeting each performance target, the projected future operating results and the discount rate.
The fair value decreases (increases) as the discount rate rises (declines).

(Written put options held by non-controlling shareholders)
The fair value of written put options held by non-controlling shareholders is determined by discounting
estimated future cash flows to the present value, with the period up to the time of exercise and the credit
risk as of the fiscal year-end taken into account.

(Long-term borrowings)
The fair value of long-term borrowings is measured by discounting the total amount of principal and
interest at an interest rate that would be applied to a new similar borrowing.

(Bonds payables)
The fair value of bonds payables is measured based on market prices at the fiscal year-end.

Book value and fair value of financial instruments measured at amortized cost

The book value and fair value of financial instruments measured at amortized cost, which are categorized
within Level 2 of the fair value hierarchy, are as follows. Financial instruments whose book value
approximates the fair value are not disclosed.

(Millions of Yen)
Book value Fair value
Financial liabilities
Financial liabilities measured
at amortized cost
Long-term borrowings 27,584 27,294
Bonds payables 18,982 18,854
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3) Financial instruments measured at fair value and hierarchy thereof

The table below shows an analysis on the hierarchy of financial instruments measured at fair value. Each
level of the hierarchy is described in Note “1. Basis of Presenting Consolidated Financial Statements (4)
Significant accounting policies.” Transfers between the levels are recognized on the date of the event or

change in circumstances that caused the transfer.

(Millions of Yen)
Level 1 Level 2 Level 3 Total
Financial assets
Financial assets measured at fair value through profit or loss
Derivatives to which hedge accounting is not applied - 7 - 7
Debt instruments - - 866 866
Purchased call options held by non-controlling shareholders - - 744 744
Financial assets measured at fair value through other
comprehensive income
Equity instruments 7,837 — 1,085 8,923
Total 7,837 7 2,696 10,541
Financial liabilities
Financial liabilities measured at fair value through profit or loss
Derivatives to which hedge accounting is not applied - 58 - 58
Contingent consideration - - - -
Written put options held by non-controlling shareholders - - 4,301 4,301
Total - 58 4,301 4,359

The above financial assets and financial liabilities are included in “Other financial assets (current),”
“Other financial assets (non-current),” “Other financial liabilities (current),” and “Other financial liabilities

(non-current)” in the Consolidated Statements of Financial Position.
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4) Reconciliation of financial instruments categorized within Level 3
Financial instruments categorized within Level 3 are evaluated and the evaluation results are analyzed

by the Company’s CFO in accordance with the evaluation policies and procedures established by the Group.

The following table shows a reconciliation of the beginning balance to the ending balance of financial

assets whose fair value measurement is categorized within Level 3.

(Millions of Yen
e rgh ot | L et
comprehensive income
Beginning balance 662 1,741
Total gain and loss
Profit or loss (Note 1) - (126)
Other comprehensive income (Note 2) 82 -
Purchase 318 -
Sale 0) -
Other (Note 3) 21 3)
Ending balance 1,085 1,610

(Notes) 1. Profit or loss contained in total gain and loss is included in “Finance income” and “Finance costs” in
the Consolidated Statements of Profit or Loss. Of profit or loss contained in total gain and loss, the
amount attributable to changes in unrealized gain or loss related to financial assets measured at fair
value through profit or loss held as of the fiscal year-end was ¥(126) million.

2. Other comprehensive income contained in total gain and loss is related to financial assets measured at
fair value through other comprehensive income as of the fiscal year-end. These gain and loss, net of
tax effects, are included in “Net change in fair value of financial assets measured through other

comprehensive income.”

3. Other consists mainly of redemption and foreign currency translation differences.

The following table shows a reconciliation of the beginning balance to the ending balance of financial
liabilities whose fair value measurement is categorized within Level 3.

(Millions of Yen)
Financial liabilities measured at fair value
through profit or loss

Beginning balance 7,699
Total gain and loss

Profit or loss (Note 1) (869)
Issuance _
Settlement (1,406)
Expiration (Note 2) (932)
Other (Note 3) (189)
Ending balance 4,301

(Notes) 1. Of profit or loss contained in total gain and loss, the portion based on changes in time value is recorded
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in “Finance costs” while the portion based on changes in items other than time value is recorded in
“Other income” or “Other expenses” in the Consolidated Statements of Profit or Loss. Of profit or loss
contained in total gain and loss, the amount attributable to changes in unrealized gain or loss related to
financial liabilities measured at fair value through profit or loss held as of the fiscal year-end was ¥(881)
million.

. Expiration for the current fiscal year is attributable to written put options held by non-controlling
shareholders.

. Other consists mainly of foreign currency translation differences.
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Notes to Revenue Recognition
Revenue from contracts with customers
“Net sales” recorded in the Consolidated Statements of Profit or Loss for the current fiscal year, in the amount
of ¥194,898 million, mainly consist of “revenue from contracts with customers.” Revenue from other sources,
which is earned from leases as a lessor (operating leases and financial leases), is included in (2) Disaggregation
of revenue because the balance became immaterial.

Disaggregation of revenue

The Group has three reportable segments, which are the Industrial Materials segment, Devices segment, and
Medical Technologies segment. Net sales are disaggregated by product lineups. The following table shows how
the disaggregated net sales tie in with the net sales of each reportable segment.

(Millions of Yen)

Fiscal year ended

Segment Product lineups December 31, 2025

Decoration (Mobility) 23,315

i ) Decoration (Home appliances and others) 21,054
Industrial Materials - - -

Sustainable materials (Metallized paper and others) 31,945

Subtotal 76,315

Tablet devices 39,766

Smartphones devices 58

Devices Handheld terminals (logistics related), Mobility, Gaming 18,627

devices, Gas sensors and others
Subtotal 58,452

Medical devices (contract design/development and

. . 27,356

manufacturing services)
Medical Technologies Medical devices (Own brand) 9,183
Business media 10,590
Subtotal 47,130
Other 13,000
Total 194,898

1) Industrial Materials

2)

3)

In the Industrial Materials segment, we mainly offer proprietary technologies that enable us to create
added value on the surfaces of various materials. IMD, IML, and IME, which facilitate simultaneous in-
mold decoration, design and function adding of plastic products, are extensively used in mobility
components and home appliances in global markets. Also, the metallized paper, which unites the properties
of metallic luster and printing friendliness, has the largest market share in the industry as sustainable
materials for beverages and foods on a global basis.

Devices

In the Devices segment, we produce components and module products that pursue precision and
functionality. Our main products, film-based Touch Sensors are widely adopted mainly in tablets, handheld
terminals (logistics related), mobility components, and gaming devices in global markets. In addition, we
offer gas sensors that can detect gas conditions, along with other products.

Medical Technologies

The Medical Technologies segment is a business segment that offers high-quality and value-added
products in medical devices and other related markets to contribute to healthy and affluent life. The segment
currently provides contract design/development and manufacturing services for major medical device
manufacturers, especially for those in North America and Europe, with products such as surgical
instruments for minimal invasive medical treatments and medical wearable sensors used for a wide range
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of therapeutic areas. In addition to these, the segment manufactures and sells its own brand products to
medical institutions.

These are accounted for in accordance with policies stated in Note “1. Basis of Presenting Consolidated
Financial Statements.” The consideration for performance obligations is collected within one year after the
performance obligations are satisfied and, therefore, is accounted for as not having a significant financing
component. The amount of assets recognized from the costs to obtain or fulfill contracts with customers for
the current fiscal year was not material. By applying the practical expedient, the incremental costs of
obtaining contracts are recognized as expenses as incurred if the amortization period of the assets that
would otherwise have been recognized is one year or less.

(3)  Contract balances
The breakdown of contract balances is as follows. Receivables from contracts with customers are notes and
accounts receivable included in trade and other receivables. The amount of contract assets is not material.
Contract liabilities are advances received from customers in sale transactions of the Group’s products before the
time when the customers obtain control of the products, such as upon customer acceptance.
(Millions of Yen)

As of December 31, 2025

Contract liabilities

Advances received 1,255

(Note) Revenue recognized for the current fiscal year that was included in the beginning balance of contract
liabilities was ¥467 million.

(4)  Transaction price allocated to the remaining performance obligations
The Group applies the practical expedient of omitting the disclosure of information on the remaining
performance obligations because it has no significant transaction with individual expected contractual terms
exceeding one year. In addition, there is no significant consideration from contracts with customers that is not
included in transaction prices.

7. Notes to Per Share Data
Equity per share attributable to owners of parent ¥2.433.56
Basic earnings per share ¥21.13
Diluted earnings per share is not stated because there were no potential shares.
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Notes to Business Combinations

Acquisition of SHIGAKEN. PHARM. IND. CO., LTD.

The Company, pursuant to a resolution of the meeting of the Board of Directors held on December 20, 2024,
decided to acquire shares of SHIGAKEN. PHARM. IND. CO., LTD. (hereinafter, “Shigaken Pharma”) to make it a
subsidiary of the Company, and completed the acquisition of shares of the company on January 8, 2025.

Outline of the business combination

1)

2)

Name of the acquired company and the outline of business acquired
Name of the acquired company
SHIGAKEN. PHARM. IND. CO., LTD.
Outline of business acquired
Manufacturing and marketing authorization holder of pharmaceuticals

Major reason for the business combination

The Company has established the Sustainability Vision for 2030, aiming to create economic and social
value by contributing to solving global social issues related to medical, mobility, and the environment,
through integrating and orchestrating diverse talents of our employees and technologies. Especially in the
medical market, we are targeting net sales of ¥150.0 billion in 2030, including sales of ¥20.0 billion for the
pharmaceuticals business.

In 2019, the Company acquired Zonnebodo Pharmaceutical Co., Ltd. (presently Nissha Zonnebodo
Pharma Co., Ltd.), which is a manufacturing and marketing authorization holder of prescription
pharmaceuticals and quasi-drugs, marking our entry into the domestic pharmaceuticals market. Focusing
on the drug delivery system"!, the Company has proceeded with the development of film-type
pharmaceuticals (oral thin films, transdermal patches, etc.) by utilizing our core technologies.

Established in 1943, Shigaken Pharma is a manufacturing and marketing authorization holder of
pharmaceuticals and quasi-drugs. It has carved out a strong position in the market with a contract
design/development and manufacturing organization (CDMO) business model mainly for over-the-counter
(OTC) drugs such as cold medicines and analgesic antipyretics and has an extensive customer base.
Furthermore, Shigaken Pharma possesses advanced production technologies and quality management
abilities enabling it to deal with not only diverse dosage forms, such as solid and liquid formulations, but
also various packaging types.

In the pharmaceuticals market, demand is increasing year by year as the population continues to age.
Additionally, recent supply shortages have posed a societal issue, making maintenance of stable supply a
key challenge. In the OTC market as well, demand is growing due to a heightened awareness of self-
medication*2 and the spread of switch OTC drugs*3. In such a market environment, pharmaceutical
manufacturers are concentrating their resources on product planning and marketing activities, while
expanding the outsourcing of processes from drug development through manufacturing. In the OTC market,
in particular, in addition to efficient and flexible manufacturing responses, comprehensive services,
including packaging processes, are being demanded, and in light of such needs, the Company expects
demand for CDMO to grow steadily in the future.

With this acquisition, the Company will be able to enter the pharmaceutical CDMO business. By
combining Shigaken Pharma’s ability to respond to diverse dosage forms and its abundant track record with
the Group’s managerial resources, manufacturing and design abilities, quality management capabilities,
and advanced production technologies, namely automation and digital transformation (DX), the Company
aims to strengthen the manufacturing capabilities of Shigaken Pharma. Additionally, by leveraging
Shigaken Pharma’s extensive customer base, the Company seeks to actively engage in marketing activities
to grow sales of film-type pharmaceuticals and create new business opportunities to expand the scale of the
pharmaceuticals business.

Through these, we will continue to further pursue initiatives that work to contribute to the stable supply
and quality improvement of pharmaceuticals and realize our Sustainability Vision.

*1: Drug delivery system: Dosing system designed for efficiently delivering required amount of drug into
targeted sites in body for required time
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(€))

“

*2: Self-medication: Heath management whereby consumers themselves treat mild physical ailments with
OTC drugs, etc.

*3: Switch OTC drugs: Drugs that had been prescription-only but have been approved to be sold as OTC
drugs

3) Acquisition date
January 8, 2025

4)  Method by which the acquiring company obtained control of the acquired company
Acquisition of shares with cash as consideration

5) Ratio of equity with voting rights acquired
88.3%

Consideration transferred
¥9,500 million in cash

Acquisition-related costs

Acquisition-related costs incurred for this business combination was ¥284 million, and ¥40 million and ¥244
million were recorded in selling, general and administrative expenses for the fiscal years ended December 31,
2024 and 2025, respectively.

Fair value of assets acquired and liabilities assumed, non-controlling interests, and goodwill
(Millions of Yen)
Account Amount
Fair value of assets acquired and liabilities assumed
Current assets
Cash and cash equivalents 4,498
Trade and other receivables 1,580
Inventories 642
Other 430
Non-current assets
Property, plant and equipment 2,332
Intangible assets (Note 1) 3,223
Other 57
Current liabilities (1,475)
Non-current liabilities (2,496)
Fair value of assets acquired and liabilities assumed, net 8,794
Non-controlling interests (Note 2) (1,024)
Goodwill (Note 3) 1,730
Total 9,500

(Notes) 1. Intangible assets are customer related assets.
2. The non-controlling interests are measured at the non-controlling interests’ proportionate share of the fair
value of the acquired company’s identifiable net assets.
3. As the fair value of the consideration transferred exceeded the fair value of net assets of the acquired
company at the time of the business combination, the difference was recognized as goodwill.
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(5)  Impact on the Consolidated Statements of Profit or Loss
The acquired company’s results recognized in the Consolidated Statements of Profit or Loss on and after the
acquisition date are as follows:

(Millions of Yen)
Account Amount
Net sales 5,054
Profit attributable to owners of parent 620

(Note) Proforma information assuming that the business combination was conducted at the beginning of the current
fiscal year is not presented as the amount of its impact on the Consolidated Statements of Profit or Loss is
immaterial.
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Acquisition of Isometric Intermediate LLC

As for the business combination with Isometric Intermediate LLC and its group companies on March 1, 2024, since
the allocation of the acquisition cost was not completed during the previous fiscal year, the amounts of the assets
acquired and the liabilities assumed had been provisional. During the current fiscal year, however, these amounts were

finalized and thus were adjusted as shown below:

(1) Consideration transferred

(Millions of Yen)
ltems Initial provisional Amount of Fair value after
fair value adjustment adjustment
Cash 9,241 — 9,241
Written put options - 1,584 1,584
Purchased call options - (879) (879)
Contingent consideration 977 (60) 916
Total consideration transferred 10,218 645 10,863
(2) Fair value of assets acquired and liabilities assumed, non-controlling interests, and goodwill
(Millions of Yen)
Account Initi?l provisional Amount of Fair value after
air value adjustment adjustment

Fair value of assets acquired and liabilities
assumed
Current assets

Cash and cash equivalents 75 - 75

Trade and other receivables (Note 1) 352 - 352

Inventories 404 48 452

Other 87 22 109
Non-current assets

Property, plant and equipment 759 237 997

Intangible assets - 2,645 2,645

Other 493 (16) 476
Current liabilities (Note 2) (576) 57 (518)
Non-current liabilities (Note 2) (422) (40) (463)
E:;a I\Iflz:el(liencg assets acquired and liabilities 1,173 2.954 4128
Non-controlling interests (Notes 3, 4) (287) (717) (1,004)
Goodwill (Note 5) 9,332 (1,591) 7,740

Total 10,218 645 10,863

(Notes) 1. As for the fair value of trade and other receivables acquired of ¥352 million, the total amount of
receivables under contracts accounts for ¥352 million.

2. The amount includes no contingent liabilities.
3. The non-controlling interests are measured at the non-controlling shareholders’ proportionate share of

the fair value of the acquired company’s identifiable net assets.

4. The fair values of the written put options granted to and the call options purchased from the non-
controlling shareholders of the acquired company are recognized in other financial liabilities (non-
current) and other financial assets (non-current), and the net amount of these two is deducted from capital

surplus.

5. As the fair value of the consideration transferred exceeded the fair value of net assets of the acquired
company at the time of the business combination, the difference was recognized as goodwill. The entire
amount of goodwill is expected to be deductible for tax purposes.

34



Acquisition of Cathtek, LLC

As for the acquisition of and business combination with Cathtek, LLC on October 1, 2024, since the allocation of
the acquisition cost was not completed during the previous fiscal year, the amounts of the assets acquired and the
liabilities assumed had been provisional. During the current fiscal year, however, these amounts were finalized and

thus were adjusted as shown below:

(1) Consideration transferred

(Millions of Yen)
ltems Initial provisional Amount of Fair value after
fair value adjustment adjustment
Cash 2,204 - 2,204
Written put options - 212 212
Purchased call options - (60) (60)
Contingent consideration 1,124 (548) 576
Total consideration transferred 3,328 (396) 2,932
(Note) The contingent consideration is not finalized at the present time.
(2) Fair value of assets acquired and liabilities assumed, non-controlling interests, and goodwill
(Millions of Yen)
Account Initi?l provisional Amount of Fair value after
air value adjustment adjustment

Fair value of assets acquired and liabilities
assumed
Current assets

Cash and cash equivalents 50 - 50

Trade and other receivables (Note 1) 159 - 159

Inventories 44 - 44

Other 22 - 22
Non-current assets

Property, plant and equipment 5 160 165

Intangible assets - 1,710 1,710

Other 440 - 440
Current liabilities (Note 2) (127) - (127)
Non-current liabilities (Note 2) (359) - (359)
E:;{l I\Ifle;l(lil’encg assets acquired and liabilities 234 1.870 2.105
Non-controlling interests (Notes 3, 4) (3%5) (280) (315)
Goodwill (Note 5) 3,129 (1,986) 1,142

Total 3,328 (396) 2,932

(Notes) 1. As for the fair value of trade and other receivables acquired of ¥159 million, the total amount of
receivables under contracts accounts for ¥159 million.

2. The amount includes no contingent liabilities.
3. The non-controlling interests are measured at the non-controlling shareholders’ proportionate share of

the fair value of the acquired company’s identifiable net assets.

4. The fair values of the written put options granted to and the call options purchased from the non-
controlling shareholders of the acquired company are recognized in other financial liabilities (non-
current) and other financial assets (non-current), and the net amount of these two is deducted from capital

surplus.

5. As the fair value of the consideration transferred exceeded the fair value of net assets of the acquired
company at the time of the business combination, the difference was recognized as goodwill. The entire
amount of goodwill is expected to be deductible for tax purposes.
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Notes to Significant Subsequent Events

Business combination through acquisition

The Company, pursuant to a resolution of the meeting of the Board of Directors held on January 23, 2026, decided
to acquire shares of USM HEALTHCARE MEDICAL DEVICES FACTORY JOINT STOCK COMPANY (hereinafter,
“USM Healthcare”), a medical device manufacturer based in Ho Chi Minh City, Vietnam, to make it a subsidiary of the
Company, and concluded a share transfer agreement on the same date.

Outline of the business combination

1)

2)

3)

4)

5)

6)

7)

Name of the acquired company and the outline of business acquired
Name of the acquired company
USM HEALTHCARE MEDICAL DEVICES FACTORY JOINT STOCK COMPANY
Outline of business acquired
Manufacturing and sales of medical devices

Major reason for the business combination

The Company has established a long-term vision, aiming to create economic and social value by
contributing to solving global social issues related to medical, mobility, and the environment, through
integrating and orchestrating diverse talents of our employees and technologies. We have focused, across the
organization, on delivering medical equipment, pharmaceuticals, and healthcare products, to expand our
business operations, aiming for increasing the share of the medical market to 50% of consolidated net sales
by 2030.

USM Healthcare is engaged in the manufacture and sale of stents for cardiology (devices used in minimally
invasive catheter-based treatments), orthopedic medical devices and related consumable products. The
company has achieved price competitiveness by vertically integrating a range of operations, from design,
development, regulatory approval, and manufacture to sales. USM Healthcare, as the only domestic
manufacturer of stents in Vietnam, has continued to grow, backed by preferential policies for domestic
medical device suppliers, and thus, is expected to further grow in the future. In addition, the company has
tapped into the contract design/development and manufacturing organization (CDMO) business for medical
device manufacturers by leveraging its expertise in product design, development, and manufacturing.

In South East Asia, including Vietnam, the medical device market has been expanding rapidly, backed by
economic development and rising medical standards. In fact, as demand for high-quality and cost-efficient
medical devices is on the rise, the medical device market in the region is expected to grow further in the
future. The Company has aimed to expand its medical device CDMO business primarily in the United States,
a world leader in medical devices, by leveraging its high level of expertise in the design, development, and
manufacturing of minimally invasive surgical devices, etc. While continuing efforts to expand business in
the United States, we believe that, by making USM Healthcare into one of our subsidiaries, we can add a
solid business platform for manufacturing medical devices in Asia. We will strengthen and streamline the
existing businesses of USM Healthcare and strive to expand the geographical reach of our CDMO business
for medical devices in Southeast Asia, by making the maximum use of the NISSHA Group’s customer bases
in the U.S. and Japan as well as its proven expertise in design, development and manufacturing, and quality
management in the field.

Acquisition date
March 2026 (planned)

Legal form of the business combination
Acquisition of shares with cash as consideration

Name of the company after the combination
The company name will not change.

Ratio of voting rights to be acquired
60.0%

Grounds for determining an acquiring company
In order for the Company to acquire 60.0% of the voting rights through acquisition of shares with cash
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as consideration

Calculation of acquisition cost, etc.
1) Breakdown of acquisition cost and consideration for the acquired company by type
Consideration for the acquisition of shares Approx. ¥5.8 billion
(Note) Presented in Japanese yen after conversion at the exchange rate as of January 23, 2026

2) Details and amount of major acquisition-related expenses
Advisory fee, etc. (estimate) ¥245 million

Allocation of acquisition cost
1) Amount of goodwill to be recognized, reasons for recognition, and the method and period of amortization

Not yet to be finalized at the present time.

2) Breakdown of assets to be acquired and liabilities to be assumed on the business combination date, and the

breakdown thereof
Not yet to be finalized at the present time.
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10. Other Notes (Notes to impairment losses)

The Group has recognized impairment losses on the following classes of assets for the current fiscal year.
(1) Overview of assets or asset groups on which impairment losses were recorded

. Impairment loss
Location Use Type (Milljlions of Yen)
Tsu-shi, Mie Prefecture Idle assets Buildings and structures 693
o Buildings and structures 6

Hachioji-shi, Tokyo Lon]ga lived assets for
USINESS USe Tools, furniture and fixtures 0
Total 699

(2) Factors leading to the recognition of impairment losses
The Group wrote down their book values to recoverable amounts and recognized the reduced amounts as
impairment losses since the idle assets in Tsu-shi, Mie Prefecture and the long-lived assets for business use in
Hachioji-shi, Tokyo are both planned for disposal.

(3) Assets grouping method
The long-lived assets for business use and goodwill of the Group are grouped based on the smallest cash-generating
unit that generates cash inflows largely independent from other assets. However, assets to be disposed of (assets to
be disposed of by disposal or sale, etc.) and idle assets are grouped on an individual basis.

(4) Method of evaluating recoverable amounts
The recoverable amounts of assets planned for disposal are measured at net selling price and evaluated based on
memorandum values.
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Non-consolidated Statement of Changes in Equity
(From January 1, 2025 to December 31, 2025)

(Millions of Yen)
Shareholders’ equity
Capital surplus Retained earnings
Other retained earnings
Share Legal Other Total Legal Reserve Retained Total
capital capital capital capital | retained | for open General | earnings | retained
surplus surplus surplus | earnings | innovation | reserve | brought | earnings
promotion forward
Balance at the beginning 12,119 | 13,550 1,656 | 15,206 1,230 34 | 28,766 | 25748 | 55779
of current period
Changes of items during
the period
Dividends of surplus (2,396) (2,396)
Loss (3,003) | (3,003)
Purchase of treasury
shares
Disposal of treasury
shares (111) (111)
Cancellation of
treasury shares (4.915) (4,915)
Transfer from retained
earnings to capital 3,370 3,370 (3,370) (3,370)
surplus
Net changes of items
other than
shareholders’ equity
Total changes of items
during the period - - (1,656) (1,656) - - - (8,770) | (8,770)
Balance at the end of 12,119 | 13,550 -~ | 13550 1,230 34 | 28766 | 16977 | 47,008
current period
> Valuation and translation
Shareholders’ equity adjustments
Total ‘Valuation thal Total net
Treasury , | difference on | valuation and assets
shareholders . .
shares equity avallable—fqr— trgnslatlon
sale securities adjustments
Bal_ance at the beginning of current (5,450 77,655 3,483 3.483 81,138
period
Changes of items during the period
Dividends of surplus (2,396) (2,396)
Loss (3,003) (3,003)
Purchase of treasury shares (1,037) (1,037) (1,037)
Disposal of treasury shares 609 498 498
Cancellation of treasury shares 4,915 - —
Transfer from retained earnings
to capital surplus B B
Net changes ’oflte.ms other than 1,290 1,290 1,290
shareholders’ equity
g;’rtfé;hanges of items during the 4,487 (5,939) 1,290 1,290 (4,649)
Balance at the end of current period (962) 71,715 4,773 4,773 76,489

(Note) Amounts are rounded down to the nearest million yen.
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Notes to Non-consolidated Financial Statements

1. Notes to Items Concerning Significant Accounting Policies

(1)  Standards and methods of valuation of assets
1) Securities

1. Stocks of subsidiaries and affiliated

companies

il. Available-for-sale securities
Securities other than shares that
do not have a market price:

Stated at cost determined by the moving-average method.

Stated at fair value based on market prices as of the
settlement date.

(Differences in valuation are included directly in net assets and the cost of securities sold is
determined based on the moving-average method.)

Shares that do not have a market

price:
2) Derivatives
3) Inventories

- Finished products (excluding

Decorative Film products, etc.

of Industrial Materials) and
work in process:

- Finished products (Decorative
Film products, etc. of
Industrial Materials):

- Raw materials and supplies:

(2)  Depreciation methods of non-current assets

Stated at cost determined by the moving-average method.

Stated at fair value.

Stated at cost determined by the specific identification
method.

(Book value on the balance sheet is stated at lower of cost
or market .)

Stated at cost determined by the moving-average method.
(Book value on the balance sheet is stated at lower of cost
or market.)

Stated at cost determined mainly by the periodic average
method.

(Book value on the balance sheet is stated at lower of cost
or market.)

1) Property, plant and equipment (excluding lease assets) -+«

2) Intangible assets (excluding lease assets)

3) Lease assets
- Lease assets concerning
finance leases except those
that deem to transfer
ownership of the leased
property to the lessee:

Straight-line method

Useful lives are principally as follows:
Buildings: 15 to 50 years

Structures: 10 to 45 years

Tools, furniture and fixtures: 2 to 5 years

Straight-line method

Depreciation periods are principally as follows:
Software: 5 years (Usable life of internal use)

Depreciated by the straight-line method over the lease
terms as useful lives with no residual value.



(3)  Standards of accounting for significant provisions

1)

2)

3)

4)

)

6)

Allowance for doubtful accounts

The allowance for doubtful accounts is provided at an amount of possible losses from uncollectible
receivables based on the actual loan loss ratio from bad debt for ordinary receivables and on the estimated
recoverability for specific doubtful receivables.

Provision for bonuses
To provide for the payment of bonuses to employees, the amount deemed necessary for employees’
bonuses in the current fiscal year is posted based on the estimated amount of payment.

Provision for Directors’ bonuses

To provide for the payment of bonuses to Directors of the Board, the amount deemed necessary for
bonuses for Directors of the Board in the current fiscal year is posted based on the estimated amount of
payment.

Provision for stock benefit trust

To provide for the award of the Company’s shares to employees pursuant to the Policy on the Stock
Compensation, provision for stock benefit trust is posted based on the estimated amount of share award
obligations at the settlement date.

Provision for management board benefit trust

To provide for the award of the Company’s shares to Directors of the Board, etc. pursuant to the Policy
on Directors’ Stock Compensation, provision for management board benefit trust is posted based on the
estimated amount of share award obligations at the settlement date.

Provision for retirement benefits

To provide for the payment of retirement benefit to employees, the Company posts an amount that is
deemed to have accrued at the end of the current fiscal year, based on projected benefit liability and plan
assets at the end of the current fiscal year. When calculating retirement benefit liability, the method for
allocating the projected amounts to periods up to the end of the current fiscal year is a benefit formula basis.

Prior service cost is recognized as expenses starting from the fiscal year in which such cost was incurred
and is amortized over a fixed number of years within the average remaining service period of current
employees (10 years) using the straight-line method.

Actuarial gain/loss is recognized as expenses starting from the next fiscal year and is amortized over a
fixed number of years within the average remaining service period of current employees (10 years) using
the straight-line method.

(4)  Standards of accounting for significant revenues and expenses

The details of the main performance obligations in the major businesses related to revenue from contracts

with the Company’s customers and the timing at which the Company typically satisfies these performance
obligations (when it typically recognizes revenue) are as follows:

1)

Revenue from contracts with customers

The Company recognizes revenue in an amount that reflects the consideration to which the Company
expects to be entitled in exchange for the transfer of goods or services to customers, based on the following
five-step approach:

Step 1: Identify the contract(s) with a customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to each distinct performance obligation in the contract.

Step 5: Recognize revenue when (or as) a performance obligation is satisfied.

For products that the Company has promised to deliver to a customer, the performance obligation in the
contract is satisfied at a point at which the customer is deemed to have obtained control of the product in
light of contractual terms and conditions, and the Company recognizes net sales primarily upon delivery of
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3.

the product to the customer or the customer’s acceptance, or based on terms and conditions of trade.
Revenue is measured at the amount net of returned products, rebates and discounts.
The consideration in the sales contracts on goods is collected mainly within one year from the time when
control of the goods has been transferred to the customer. Those contracts do not contain a significant
financing component.

2) Revenue from finance leases (lessor)
Revenue from finance leases is recognized based on a way reflecting constant periodic rates of return on
the net investments in the leases.

3) Revenue from operating leases (lessor)
Revenue from operating leases is recognized on a straight-line basis over the lease term.

(5)  Other items of basis of presenting Non-consolidated Financial Statements
Accounting for retirement benefits
The accounting method adopted for unrecognized actuarial gain/loss and the unamortized amount of
unrecognized prior service cost in the Non-consolidated Financial Statements differs from the accounting
method for the same items in the Consolidated Financial Statements.

Notes to Changes in Accounting Policies
(Application of Accounting Standard for Current Income Taxes, etc.)

The “Accounting Standard for Current Income Taxes” (ASBJ Statement No. 27, October 28, 2022) and other
standards have been applied from the beginning of the current fiscal year.

Regarding the accounting classification of income taxes (taxation on valuation and translation adjustments), the
Company follows the transitional treatment provided for in the proviso to Paragraph 20-3 of the Accounting Standard
revised in 2022 and the transitional treatment provided for in the proviso to Paragraph 65-2, item (2) of the Guidance
on Accounting Standard for Tax Effect Accounting (ASBJ Guidance No. 28, October 28, 2022). The impact of the
changes in accounting policies on the Non-consolidated Financial Statements is immaterial.

Notes to Accounting Estimates
Valuation of shares of subsidiaries and associates
(1) Amounts recorded in the Non-consolidated Financial Statements
Shares of subsidiaries and associates of ¥62,475 million, including shares of ¥28,216 million in Nissha
Medical International, Inc., a subsidiary of the Company

(2) Other information

As presented in “Notes to Non-consolidated Financial Statements, 1., (1), 1) Securities,” the book value of
shares of subsidiaries and affiliated companies is stated at cost on the balance sheet. However, when the
substantive value of such securities significantly declines due to deterioration in financial conditions of issuers,
the Company recognizes an impairment loss, except in cases where their recoverability is supported by sufficient
evidence.

Nissha Medical International, Inc. holds all the shares in Graphic Controls Holdings, Inc., which manufactures
and sells consumable medical products and provides contract design, development, and manufacturing services
for major medical device manufacturers.

In valuing the shares of Nissha Medical International, Inc., excess earnings power of Graphic Controls
Holdings, Inc. is taken into consideration to determine their substantive value. In the same way as the one to
determine the book value of goodwill and trademark right on the Consolidated Financial Statements as described
in “Valuation of goodwill and trademark right of Graphic Controls Holdings, Inc. and its subsidiaries,” the
substantive value of shares is determined based on a five-year business plan approved by management, and in
the fiscal years after the end of the business plan, it is determined by discounting the estimated future cash flows
that are determined based on the growth rates of the major countries where we market our products.

The above-mentioned business plan contains elements with uncertainties such as sales forecasts by region and
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product lineups based on demand trends as well as changes in manufacturing costs. In addition, a growth rate
and a discount rate used in determining value in use are highly uncertain and may fluctuate as they are affected
by changes in the external environment such as economic conditions and interest-rate fluctuations. Therefore,
when the business plan needs to be reviewed due to significant changes in the management environment and
other factors or when the growth rate and the discount rate fluctuate significantly due to changes in the external
environment such as economic conditions and interest-rate fluctuations, it may significantly affect the Non-

consolidated Financial Statements in and after the next fiscal year.

Notes to the Non-consolidated Balance Sheet
Accumulated depreciation concerning assets
Accumulated depreciation on property, plant and equipment

(2) Contingent liabilities

The Company guarantees electronically recorded obligations of subsidiaries and associates.

Nissha Industries, Inc.
Nissha Precision and Technologies, Inc.
Nissha FIS, Inc.

¥31,148 million

¥434 million
¥469 million
¥23 million

Total

¥927 million

The Company guarantees bank borrowings of subsidiaries and associates.
Graphic Controls Acquisition Corp.
Nissha Metallizing Solutions N.V.
Nissha Metallizing Solutions S.r.l.
Nissha Metallizing Solutions Ltd.
Nissha Metallizing Solutions GmbH

¥12,061 million
¥1,682 million
¥468 million
¥834 million
¥163 million

Total

¥15,210 million

The Company guarantees lease obligations of subsidiaries and associates.
Graphic Controls Acquisition Corp.

(3) Monetary claims receivable from and monetary payables to subsidiaries and associates

“

Short-term monetary receivables
Long-term monetary receivables
Short-term monetary payables

Monetary payables to Directors of the Board and Audit and Supervisory Board Members

¥1,337 million

¥9,533 million
¥12,764 million
¥9,850 million

¥16 million

Long-term monetary payables to Directors of the Board and Audit and Supervisory Board Members are

liabilities concerning amounts equivalent to payments of retirement allowances to each of them, corresponding
to the period up until the day the Company terminated its unfunded retirement allowance plan for Directors of
the Board and Audit and Supervisory Board Members. They are included in “Other” under long-term liabilities.
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6.

Notes to the Non-consolidated Statement of Income
(1)  Revenue from contracts with customers included in net sales

(2)  Transactions with subsidiaries and associates

Operating transactions

Net sales
Purchases

Non-operating transactions

Notes to the Non-consolidated Statement of Changes in Equity

(1)  Treasury shares

¥73,384 million

¥8.,440 million
¥48,636 million
¥3,939 million

Type of stock Beginning balance Increase Decrease Ending balance
Common shares
112 1 1 5
(Thousand Shares) 3 715 3,198 629

(Note) The ending balance of treasury shares of common stock includes 628 thousand Company shares held by
Custody Bank of Japan, Ltd. as trust assets in the Board Benefit Trust (BBT), Stock Benefit Trust (J-ESOP)
and the Stock Benefit Trust (Employee Shareholding Association Purchase-type).

(Major causes of the changes)
Breakdown of increases is as follows:

Acquisition of treasury shares pursuant to the resolution of the meeting of the
Board of Directors held on November 8, 2024

Purchase of shares of less than one unit

Acquisition of Company shares by Stock Benefit Trust (Employee Shareholding

Association Purchase-type)

Breakdown of decreases is as follows:

Demand for sales of shares of less than one unit

Payment of Company shares from (Trust E Account)

Sales to Employee Shareholding Association by Stock Benefit Trust

(Employee Shareholding Association Purchase-type)

Disposal of Company shares to Stock Benefit Trust (Employee

Shareholding Association Purchase-type)

Cancellation of treasury shares pursuant to the resolution of the
meeting of the Board of Directors held on November 21, 2025
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289

(Thousand Shares)
0
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)

2

3

Notes to Tax Effect Accounting

Significant cause-specific components of deferred tax assets and deferred tax liabilities

Deferred tax assets Tax loss carried forward ¥1,359 million
Net defined benefit liability ¥812 million
Provision for bonuses ¥271 million
Inventories ¥145 million
Non-current assets ¥1,446 million
Investment securities ¥391 million
Shares of subsidiaries and associates ¥3,563 million
Allowance for doubtful accounts ¥818 million
Other ¥184 million
Subtotal deferred tax assets ¥8,994 million

Less valuation allowance for tax loss

carried forward (¥1,359 million)

Less valuation allowance for total

deductible temporary differences, etc. (¥7,300 million)

Subtotal valuation allowance (¥8,660 million)
Total deferred tax assets ¥333 million
Deferred tax liabilities Valuation difference on available-for-sale o
.. ¥2,110 million
securities
Other ¥510 million
Total deferred tax liabilities ¥2,620 million
Net deferred tax assets (liabilities) (¥2,286 million)

Adjustment of the amounts of deferred tax assets and deferred tax liabilities to reflect changes in the rates of
corporate income and other tax

Since the National Diet passed the “Act on Partial Revision of the Income Tax Act, etc.” (Act No. 13 0f 2025)
on March 31, 2025, a Defense Special Corporate Tax will be imposed on fiscal years beginning on or after
January 1, 2027. Accordingly, the statutory effective tax rate used in calculating deferred tax assets and deferred
tax liabilities will be raised from 30.5% to 31.4% for temporary differences expected to reverse in fiscal years
beginning on or after January 1, 2027. As a result of this change, deferred tax liabilities increased by ¥59 million,
while valuation difference on available-for-sale securities decreased by ¥59 million. These changes, however,
have no impact on the Non-consolidated Statement of Income for the current fiscal year.

Accounting for corporate and local income taxes or tax effect accounting related thereto

The Company has adopted the group tax sharing system. Accordingly, accounting for corporate and local
income taxes, as well as their tax-effect accounting are accounted for and disclosed in accordance with the
“Practical Solution on the Accounting and Disclosure Under the Group Tax Sharing System” (PITF No. 42,
August 12, 2021).
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8.

Notes to Related Party Transactions
(1) Subsidiaries, etc.

Balance at
Ownership Description of | L rensaction tgllle i{ld Olf
Type | Company name | (owned) Relationship transI; ction amount Items ¢ fisca
percentage (Millions of Yen) (Miﬁ?oais of
Yen)
Manufacturing Purchase of 9,649 Acgounts payable- 847
: . of products of | Products trade
Nissha (Owntng) the Company Short-term loans 1426
Industries, Inc. 100% Interlocking Lending of 7 receivable ,
directors, etc. | funds Long—t%rlrn loans 1.829
receivable ’
Nissha . I(:%zg;g%&é}[lsri:fg Purchase of 34,558 Ac((l:ounts payable- 1.771
Precision and (Owning) the Company products trade
Technologies, 100% Interlocking Repayment of 103 |p " 3914
Inc. directors, etc. | funds cpost ’
' ’ ’ . Short-term loans 2,624
Nissha FIS, (Owning) | Interlocking Collection of 33 |receivable
Inc. 100% directors, etc. | funds Long-term loans 725
receivable
SHIGAKEN. . . .
5 | PHARM. IND, | (Quning) | Interlocking Borrowing of 2,001 | Deposit 2,001
£ | CO., LTD. =70 - ©t¢. | funds
E Sales of Short-term loans 311
2 . .
= . (Owning) | products of the . receivable
7 i\hssha USA, 100% Company Collection of 300
nc. Interlocki funds
nterlocking Long-term loans 2379
directors, etc. receivable i
Lending of Short-term loans
Graphic funds 2,198 receivable 697
Controls Ownin, Interlockin Collection of Long-term loans
: g . & 251 . 3,209
Acquisition 100% directors, etc. | funds receivable ’
cor ]gl?:rlzmtees 13,399 B B
Lending of 573 Short-term loans 133
Nissha Europe | (Owning) | Interlocking funds receivable
GmbH 100% directors, etc. ; ~
0 f(;u(:ll(llesctlon of 129 ?e?:té%v‘;%rlr: loans 3,057
Nissha . .
Metallizing (Olv(x)/gt;lg) fir.lterltockmtg Loan 1,682 - -
Solutions N.V. ’ !rectors, etc. | guarantees

Transaction conditions and policy for deciding transaction conditions

(Notes) 1.

Statement of Income.
2. The terms and conditions of the sales and purchase of products and lease of real estate assets are decided in
consideration of market prices.
3. The interest rates for the lending of funds are decided in consideration of market interest rates.
The provision of collateral is not allowed.
4. An allowance for doubtful accounts of ¥978 million is posted with regard to the loans receivable from Nissha
Industries, Inc.
Reversal of allowance for doubtful accounts for subsidiaries and associates of ¥52 million was posted for the
current fiscal year.

5. A loan guarantee was offered mainly to bank borrowings. The Company has received guarantee fees.
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(2) Directors and major individual shareholders, etc.
Share capital Balance at
or . Ownership L. Transaction the end of
Company / . Business Description
T . investments . (owned) . . amount the fiscal
Type individual | Location . . description / Relationship of i Items
name in capital occupation percentage transaction (Millions of year
(Millions of P (%) Yen) (Millions of
Yen) Yen)
Companies,
etc. of which
a(rill(;:rt(;rli)ss)e Suzuki Ukyo-ku, Directl
. vzt Kyoto-shi, Management y Purchase of | Purchase of
family Kosan Co., Kvot 10 £ asset (owned) land land (Note) 106 - -
member(s) Ltd. yoto Of assets 53% ote
Prefecture
own the
majority of
voting rights

Transaction conditions and policy for deciding transaction conditions
(Note) Transaction amounts are determined with reference to prevailing market prices and based on generally accepted

transaction terms.

9. Notes to Revenue Recognition
Useful information in understanding revenue from contracts with customers is omitted as the same details are
presented in “1. Notes to Items Concerning Significant Accounting Policies (4) Standards of accounting for significant

revenues and expenses.”

10.  Notes to Per Share Data
Net assets per share ¥1,614.17
Basic loss per share ¥63.35
Diluted earnings per share is not stated because there were no potential shares.
11.  Notes to Significant Subsequent Events
Business combination through acquisition
This information is omitted since the same details are presented in Notes to Consolidated Financial Statements “9.
Notes to Significant Subsequent Events.”
12.  Other Notes (Notes to impairment losses)
The Company has recognized impairment losses on the following class of assets for the current fiscal year.
(1) Overview of assets or asset groups on which impairment losses were recorded
. Impairment loss
Locat u T o
ocation 5 ype (Millions of Yen)
Tsu-shi, Mie Prefecture Idle assets Buildings 1,009

(2) Factors leading to the recognition of impairment losses
The Company wrote down their book values to recoverable amounts and recognized the reduced amount as

impairment losses since the idle assets in Tsu-shi, Mie Prefecture are planned for disposal.

(3) Assets grouping method
The long-lived assets for business use and goodwill of the Company are grouped based on the smallest cash-
generating unit that generates cash inflows largely independent from other assets. However, assets to be disposed of
(assets to be disposed of by disposal or sale, etc.) and idle assets are grouped on an individual basis.

(4) Method of evaluating recoverable amounts
The recoverable amounts of assets planned for disposal are measured at net selling price and evaluated based on
memorandum values.
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