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Consolidated Balance Sheet

KISSEI PHARMACEUTICAL CO,, LTD. and its subsidiaries
At March 31,2022 and 2023

Millions of yen TB??Q%?? Millions of yen TT)(,);Sda(?HC;SrSOf
Assets 2022 2023 2023 Liabilities 2022 2023 2023
Current Assets Current Liabilities
Cash and deposits ¥ 30,013 ¥ 25,893 $ 193,897 Notes and accounts payable - trade ¥ 4104 ¥ 4,617 S 34,574
Notes receivable - trade*' 233 173 1,295 Short-term borrowings 1,640 1,490 11,158
Accounts receivable - trade* 21,723 21,910 164,071 Income taxes payable 3,497 408 3,055
Contract assets™ 850 696 5,212 Provision for bonuses 1,707 1,670 12,506
Securities 23,139 23,706 177,520 Provision for bonuses for directors (and other officers) 14 9 67
Merchandise and finished goods 10,491 12,679 94,945 Provision for sales promotion expenses 137 149 1,116
Work in process 63 129 966 Contract liabilities 2,696 1,846 13,824
Raw materials and supplies 8,433 9,990 74,809 Other 4,946 4,764 35,675
Other 4,392 5,461 40,894 Total current liabilities 18,744 14,957 112,004
Total current assets 99,342 100,641 753,639
Non-Current Assets
Property, plant and equipment
Buildings and structures* 39,132 39,026 292,242
Accumulated depreciation (30,525) (30,848) (231,002) Non-Current Liabilities
Buildings and structures, net 8,607 8,177 61,233 Deferred tax liabilities 16,259 10,426 78,074
Land* 12,611 13,615 101,954 Provision for retirement benefits for directors (and other officers) 181 192 1,438
Construction in progress — 27 202 Asset retirement obligations 138 139 1,041
Other 16,469 16,116 120,683 Other 583 669 5,010
Accumulated depreciation (13,613) (13,357) (100,022) Total non-current liabilities 17,163 11,428 85,577
Other, net 2,856 2,758 20,653 Total liabilities 35,907 26,385 197,581
Total property, plant and equipment 24,074 24,579 184,057
Intangible Assets
Software 1,179 1,192 8,926
Other 389 314 2,351
Total intangible assets 1,569 1,507 11,285 Net Assets
Shareholders’ equity
Investments and Other Assets Share capital 24,356 24,356 182,387
Investment securities*? 96,631 74,769 559,900 Capital surplus 24,226 24,226 181,414
Long-term loans receivable 3 5 37 Retained earnings 118,183 125,576 940,362
Long-term prepaid expenses 12,480 15,209 113,891 Treasury shares (12912) (12,912) (96,690)
Retirement benefit asset 2,460 3,089 23,132 Total shareholders’ equity 153,854 161,246 1,207,473
Deferred tax assets 524 433 3,242 Accumulated other comprehensive income
Other 1,024 983 7,361 Valuation difference on available-for-sale securities 45,095 30,393 227,595
Allowance for doubtful accounts (23) (18) (135) Remeasurements of defined benefit plans 2,435 2,259 16,916
Total investments and other assets 113,101 94,472 707,443 Total accumulated other comprehensive income 47531 32,653 244,518
Non-controlling interests 794 914 6,844
Total non-current assets 138,745 120,558 902,786 Total net assets 202,180 194,814 1,458,844
Total assets ¥238,087 ¥221,200 $1,656,433 Total liabilities and net assets ¥238,087 ¥221,200 $1,656,433
The accompanying notes are an integral part of these financial statements. The accompanying notes are an integral part of these financial statements.
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Consolidated Statement of Income and
Consolidated Statement of Comprehensive Income

KISSEI PHARMACEUTICAL CO,, LTD. and its subsidiaries
For the years ended March 31, 2022 and 2023

Consolidated Statement of Income

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
Net Sales*! ¥65,381 ¥67,493 $505,414
Cost of sales 34,143 35,118 262,977
Gross profit 31,238 32,374 242,429
Selling, General and Administrative Expenses*2 *3 32,640 33,503 250,884
Operating loss (1,402) (1,129) (8,454)
Non-Operating Income
Interest income 42 23 172
Dividend income 1,544 1,379 10,326
Gain on sale of securities — 50 374
Gain on valuation of securities 180 65 487
Foreign exchange gains — 186 1,393
Other 325 131 981
Total non-operating income 2,092 1,837 13,756
Non-Operating Expenses
Interest expenses 23 20 150
Foreign exchange losses 60 — —
Provision of allowance for doubtful accounts — 15 112
Other 44 73 547
Total non-operating expenses 127 109 816
Ordinary Profit 562 598 4,478
Extraordinary Income
Gain on sale of non-current assets* 0 67 502
Gain on sale of investment securities 16,601 13,018 97,484
Total extraordinary income 16,601 13,086 97,993
Extraordinary Losses
Loss on sale of non-current assets* 0 = —
Loss on disposal of non-current assets*® 35 4 30
Loss on sale of investment securities 1 0 0
Loss on valuation of investment securities 619 — —
Total extraordinary losses 656 4 30
Profit before income taxes 16,507 13,680 102,441
Income taxes - current 4,017 2,113 15,823
Income taxes - deferred (542) 932 6,979
Total income taxes 3,475 3,046 22,810
Profit 13,032 10,634 79,632
Profit Attributable to Non-Controlling Interests 110 105 786
Profit Attributable to Owners of Parent ¥12,921 ¥10,528 $ 78,838

The accompanying notes are an integral part of these financial statements.

Consolidated Statement of Comprehensive Income

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023

Profit ¥13,032 ¥ 10,634 $ 79,632
Other Comprehensive Income

Valuation difference on available-for-sale securities (29,253) (14,688) (109,990)

Remeasurements of defined benefit plans, net of tax 2,456 (174) (1,303)

Total other comprehensive income*! (26,796) (14,863) (111,300)
Comprehensive Income ¥(13,764) ¥ (4,229) $ (31,668)
Comprehensive income attributable to:

Owners of parent ¥(13,920) ¥ (4,349) $ (32,567)

Non-controlling interests 156 120 899

The accompanying notes are an integral part of these financial statements.
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Consolidated Statement of Changes in Equity

KISSEI PHARMACEUTICAL CO,, LTD. and its subsidiaries
For the years ended March 31, 2022 and 2023

Millions of yen

Shareholders’ equity

Accumulated other
comprehensive income

Total
Valuation accumulated
Total difference on  Remeasurements other
Share Capital Retained Treasury  shareholders’ available-for-  of retirement  comprehensive Non-controlling  Total net
capital surplus earnings shares equity sale securities  benefit plans income interests assets
Balance at April 1,2021 ¥24,356 ¥24,226 ¥109,270 ¥(12,911) ¥144,941 ¥74351 ¥ 22 ¥74,373 ¥638 ¥219,953
Cumulative effects of changes
in accounting policies (1,472) (1,472) (1,472)
Restated balance 24,356 24,226 107,798 (12,911) 143,469 74,351 22 74,373 638 218,481
Changes during period
Dividends of surplus (2,536) (2,536) (2,536)
Profit attributable to owners
of parent 12,921 12,921 12,921
Purchase of treasury shares 0) (0) (0)
Disposal of treasury shares 0 0 0 0
Net changes in items other
than shareholders' equity (29,255) 2413 (26,842) 156 (26,686)
Total changes during period 0 10,385 (0) 10,385 (29,255) 2413 (26,842) 156 (16,300)
Balance at March 31,2022 24,356 24,226 118,183 (12912) 153,854 45,095 2435 47,531 794 202,180
Cumulative effects of changes
in accounting policies — —
Restated balance 24,356 24,226 118,183 (12,912) 153,854 45,095 2,435 47,531 794 202,180
Changes during period
Dividends of surplus (3,135) (3,135) (3,135)
Profit attributable to owners
of parent 10,528 10,528 10,528
Purchase of treasury shares (0) (0) (0)
Disposal of treasury shares — —
Net changes in items other
than shareholders’ equity (14,702) (176) (14,878) 120 (14,757)
Total changes during period — — 7,392 (0) 7,392 (14,702) (176) (14,878) 120 (7,365)
Balance at March 31,2023 ¥24,356 ¥24,226 ¥125,576 ¥(12,912) ¥161,246 ¥ 30,393 ¥2,259 ¥ 32,653 ¥914 ¥194,814
Thousands of U.S. dollars
Accumulated other
Shareholders’ equity comprehensive income
Total
Valuation accumulated
Total difference on  Remeasurements other
Share Capital Retained Treasury  shareholders’ available-for-  of retirement  comprehensive Non-controlling  Total net
capital surplus earnings shares equity sale securities  benefit plans income interests assets
Balance at April 1,2022 $182,387 $181414 $885,001 $(96,690)  $1,152,119 $337,689 $18,234 $355,931 $5,946 $1,514,003
Cumulative effects of changes
in accounting policies — -
Restated balance 182,387 181,414 885,001 (96,690) 1,152,119 337,689 18,234 355,931 5,946 1,514,003
Changes during period
Dividends of surplus (23,476) (23,476) (23,476)
Profit attributable to owners
of parent 78,838 78,838 78,838
Purchase of treasury shares (0) (0) 0)
Disposal of treasury shares — —
Net changes in items other
than shareholders’ equity (110,094) (1,318) (111,412) 899 (110,506)
Total changes during period — — 55,354 (0) 55,354 (110,094) (1,318) (111,412) 899 (55,152)
Balance at March 31,2023 $182,387 $181,414 $940,362 $(96,690) $1,207,473 $ 227,595 $16,916 $ 244,518 $6,844 $1,458,844

The accompanying notes are an integral part of these financial statements.
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Consolidated Statement of Cash Flows

KISSEI PHARMACEUTICAL CO,, LTD. and its subsidiaries
For the years ended March 31, 2022 and 2023

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
Cash flows from operating activities:
Profit before income taxes ¥16,507 ¥ 13,680 $102,441
Depreciation and amortization 3,730 4,109 30,770
Increase (decrease) in provisions (431) (18) (135)
Decrease (increase) in retirement benefit asset — (880) (6,590)
Increase (decrease) in retirement benefit liability (16e1) — —
Interest and dividend income (1,586) (1,402) (10,499)
Interest expenses 23 20 150
Loss (gain) on sale of securities — (50) (3745 77777
Loss (gain) on valuation of securities (180) (65) (4875 77777
Loss (gain) on sale of non-current assets 0 (67) (502)
Loss on disposal of non-current assets 35 4 30
Loss (gain) on sale of investment securities (16,600) (13,018) (97,4845 77777
Loss (gain) on valuation of investment securities 619 — —
Decrease (increase) in trade receivables and contract assets 250 27 202
Decrease (increase) in inventories 1,130 (3,810) (28,531)
Decrease (increase) in other current assets 1,128 (946) (7,084)
Increase (decrease) in trade payables (3,804) 513 3,84i 777777
Increase (decrease) in contract liabilities 1,224 (850) (6,3655 77777
Increase (decrease) in other current liabilities 766 466 3,496 777777
Increase (decrease) in other non-current liabilities 14 (2) (1 5) 77777
Other, net (22) 27 202
Subtotal 2,644 (2,262) (16,939)
Interest and dividends received 1,479 1,302 9,750
Interest paid (23) (20) (150)
Income taxes paid (2,567) (5,699) (42,6765 77777
Net cash provided by (used in) operating activities 1,533 (6,679) (50,015)
Cash flows from investing activities:
Payments into time deposits (75) (75) (562)
Proceeds from withdrawal of time deposits 75 75 562
Payments into investments in specified money trusts — (800) (5,991)
Proceeds from withdrawal of investments in specified money trusts 97 888 6,650
Purchase of property, plant and equipment (1,489) (2,103) (15,748)
Proceeds from sale of property, plant and equipment 23 78 584
Purchase of intangible assets (430) (444) (3,325)
Purchase of investment securities (5,682) (991) (7,4215 77777
Proceeds from sale and redemption of investment securities 22,073 14,022 105,001 777777
Loan advances (3) (8) (605 77777
Proceeds from collection of loans receivable 25 11 82
Purchase of long-term prepaid expenses (3,802) (4,688) (35,1065 77777
Other, net (34) 35 262
Net cash provided by (used in) investing activities 10,776 6,001 44,938
Cash flows from financing activities:
Repayments of short-term borrowings (90) (150) (1,1 23) 77777
Repayments of long-term borrowings (13) — — |
Repayments of lease liabilities (115) (133) (9965 77777
Dividends paid (2,536) (3,135) (23,476)
Purchase of treasury shares 0) (0) (0) 77777
Proceeds from sale of treasury shares 0 — |
Net cash provided by (used in) financing activities (2,756) (3,420) (25,610)
Effect of exchange rate change on cash and cash equivalents 4 (21) (157)
Net increase (decrease) in cash and cash equivalents 9,557 (4,120) (30,852)
Cash and cash equivalents at beginning of period 43447 53,004 396,915
Cash and cash equivalents at end of period*’ ¥ 53,004 ¥ 48,884 $366,063

The accompanying notes are an integral part of these financial statements.
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Notes to the Consolidated Financial Statements

KISSEI PHARMACEUTICAL CO,, LTD. and its subsidiaries
Fiscal year ended March 31,2023

The accompanying consolidated financial statements of KISSEl PHARMACEUTICAL
CO, LTD. ("the Company”) and its subsidiaries (collectively, “the Companies”)
are an English translation of the original consolidated financial state-
ments prepared in the Japanese language in accordance with the
Regulation on Terminology, Forms, and Preparation Methods of
Consolidated Financial Statements (Ministry of Finance Order No. 28 of
October 30,1976) on the basis of accounting principles generally accepted
in Japan. The original consolidated financial statements have been

(Significant Matters for the Basis of Preparing the Consolidated Financial Statements)

1. Scope of consolidation

(1) Number of consolidated subsidiaries: 3
Kissei Shoji Co., Ltd.

KISSEI COMTEC CO,, LTD.

HASHIBA TECHNOS CO,, LTD.

(2) Number of unconsolidated subsidiaries: 2

KISSEI AMERICA, INC.

PROS Co., Ltd.

(Reason for excluding from consolidation)

Unconsolidated subsidiaries are excluded from the scope of consolida-
tion because the scale of their operations is small and their total assets,
net sales, profit (loss), and retained earnings do not have a material
impact on the consolidated financial statements.

2. Application of the equity method

Unconsolidated subsidiaries are excluded from the scope of equity
method application because their total amounts of profit (loss) and
retained earnings are insignificant and therefore immaterial.

3. Fiscal year-end dates of consolidated subsidiaries
The fiscal year-end dates of consolidated subsidiaries are the same as the
settlement date for the consolidated financial statements.

4. Accounting policies

(1) Basis and methods of valuation for major assets

i. Securities

a. Held-to-maturity debt securities

Held-to-maturity debt securities are carried at amortized cost.
b. Available-for-sale securities

Securities other than equity securities without market prices:

Securities other than equity securities without market prices are carried
at fair value as of the balance sheet date with changes in valuation differ-
ence, net of the applicable income taxes, included directly in net assets.
The cost of securities sold is determined by the moving average method.
Equity securities without market prices:

Equity securities without market prices are stated at cost, determined
by the moving average method.

ii. Specified money trusts
Specified money trusts are stated at fair value.

iii. Inventories
Merchandise, finished goods, semi-finished goods, work in progress, raw
materials, and supplies:

Inventories are primarily valued at cost using the gross average
method (the amount on the balance sheet is reduced to reflect decreased
profitability).

disclosed in the Securities Report (“Yukashouken Houkokusho") as required
by the Financial Instruments and Exchange Act of Japan.

The accompanying consolidated financial statements are expressed
inyen, and, solely for the convenience of the reader, have been translated
into US. dollars at the rate of ¥133.54=U.5.91, the approximate rate of
exchange prevailing at March 31,2023.

This translation should not be construed as a representation that all
amounts shown could be converted into U.S. dollars at such a rate.

(2) Method of depreciation and amortization of significant depreciable
assets
i. Property, plant and equipment (excluding leased assets)
The straight-line method is primarily used at the Company, whereas the
declining-balance method is primarily used at consolidated subsidiaries.
However, depreciation for buildings acquired on or after April 1, 1998,
(excluding facilities attached to buildings) and both for facilities attached
to buildings and structures acquired on or after April 1, 2016, is computed
using the straight-line method.
The useful life of buildings and structures is as follows:
Buildings and structures 5to 50 years

ii. Intangible assets (excluding leased assets)

Intangible assets are amortized using the straight-line method. Software
costs for internal use are amortized over their expected useful lives
(mainly five years) on a straight-line basis.

ii. Leased assets (pertaining to lease transactions not involving the
transfer of ownership)

Leased assets are depreciated by the straight-line method with the respec-

tive lease period and the residual value being zero.

iv. Long-term prepaid expenses
Long-term prepaid expenses are amortized on a straight-line basis.

(3) Allowances and provisions

i. Allowance for doubtful accounts

The Companies provide an "Allowance for doubtful accounts” based on
the percentage of their historical bad debt loss incurred against the bal-
ance of total receivables in addition to the amount of uncollectible
receivables estimated on an individual basis.

ii. Provision for bonuses
“Provision for bonuses” is provided based on estimated amounts that the
Companies should pay to employees for their services rendered.

iii. Provision for bonuses for directors (and other officers)
“Provision for bonuses for directors (and other officers)” is provided based
on estimated payments for their performance during the current year.

iv. Provision for sales promotion expenses

“Provision for sales promotion expenses” is provided in an amount
equivalent to the expected amount payable by the Companies to dealers
in respect of products held by dealers at the balance sheet date based on
the actual expense ratio.

v. Provision for retirement benefits for directors (and other officers)
“Provision for retirement benefits for directors (and other officers)” is
provided at the expected amount payable at the balance sheet date in
accordance with the Companies’ internal regulations.
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Notes to the Consolidated Financial Statements

(4) Accounting method for retirement benefits

i. Allocation of expected benefit payments

When calculating the retirement benefit obligation, the benefit formula
method is used to allocate expected benefit payments to the period.

ii. Actuarial gains and losses and prior service cost

Prior service cost is amortized through the straight-line method over a
term that does not exceed the average remaining service period of
employees who are expected to receive benefits under the plans
(10 years).

Net actuarial gains and losses are amortized from the following year
through the straight-line method over a term that does not exceed the
average remaining service period of employees who are expected to
receive benefits under the plans (10 years).

iii. Accounting treatment for unrecognized actuarial gains and losses and
unrecognized prior service cost

Unrecognized actuarial gains and losses and unrecognized prior service

cost are adjusted for tax effects and then recorded as remeasurements of

retirement benefit plans under accumulated other comprehensive

income in the net assets portion of the consolidated balance sheet.

(5) Basis for recognition of significant revenue and expenses

For the Companies’ revenue from contracts with customers, the details
of major performance obligations in their major businesses and a point in
time when the performance obligation is satisfied (a point in time when
revenue is recognized) are as follows:

i. Sales of merchandise and finished goods

The Companies sell pharmaceuticals and therapeutic and care foods in
the pharmaceutical business, sell and lease IT-related equipment in the
information services business, and sell noodles in the merchandising
business. For the sales of the said merchandise and finished goods, rev-
enue is recognized at the point in time when they are delivered to a
customer, since their control is transferred to the customer and the per-
formance obligation is satisfied. Applying the alternative treatment pre-
scribed in paragraph 98 of the Implementation Guidance on Accounting
Standard for Revenue Recognition, the Companies recognize revenue
upon shipment for domestic sales, when the control of the said mer-
chandise and finished goods is transferred to a customer within a normal
period from the shipment.

Revenue from sales of merchandise and finished goods in the pharma-
ceutical business is calculated at the amount to the extent that it is highly

probable that a significant reversal will not occur, after deducing sales
rebates based on the terms and conditions of the sales agreement from
the promised consideration in the contract with the customer. The
amount of consideration that the Companies expect to repay to the
customer is recognized as refund liabilities. The refund liabilities are cal-
culated based on the terms and conditions and past performance.

For sales of merchandise and finished goods in the merchandising
business, when it is determined that the Companies act as an agent, the
revenue is calculated in the net amount of consideration received from
the customer after deducting the amount paid to another party.

ii. Technical fees from out-licensing agreements

The Companies grant licenses regarding intellectual properties through
out-licensing agreements in the pharmaceutical business, and recognize
upfront payments, milestone payments, and loyalties from these agree-
ments as revenue.

Revenue under out-licensing agreements is recognized at a point in
time when the performance obligation is satisfied. On the other hand, for
revenue relating to the performance obligation that is not satisfied at a
point in time, the applicable consideration is recognized as a contract
liability and recognized as revenue over a period of time in accordance
with the satisfaction of the performance obligation under the relevant
out-licensing agreements.

iii. Construction contracts

The Companies conclude system development subcontracting and
maintenance contracts in the information services business and con-
struction/civil engineering work contracts in the construction business.
For these construction contracts, the Companies recognize revenue over
a certain period of time as the performance obligation is satisfied. The
cost recovery method is applied to construction contracts for which
progress cannot be reasonably estimated. For construction contracts
with very short construction periods, the Companies apply an alternative
treatment in which revenue is recognized when the performance obliga-
tion is fully satisfied.

(6) Cash and cash equivalents for the consolidated statement of cash flows
Cash and cash equivalents consist of cash on hand, deposits with banks
withdrawable on demand, and short-term investments that are readily
convertible to cash subject to an insignificant risk of any change in their
value and that were purchased with an original maturity of three months
or less.

(Significant Accounting Estimates)

1. Significant accounting estimates

Impairment loss on non-current assets in connection with Pharmaceutical segment

Amounts recorded in the consolidated financial statements for the fiscal year
(1) Consolidated balance sheet

Millions of yen Thousands of

U.S. dollars
2022 2023 2023
Property, plant and equipment ¥ 24,074 ¥24,579 $184,057
Intangible assets 1,569 1,507 11,285
Investments and other assets 113,101 94,472 707,443
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(2) Pharmaceutical segment (KISSEI PHARMACEUTICAL CO,, LTD.)

Notes to the Consolidated Financial Statements

Millions of yen Thousands of

U.S. dollars
2022 2023 2023
Property, plant and equipment ¥ 22,955 ¥22,278 $166,826
Intangible assets 1,513 1,472 11,023
Investments and other assets 109,668 90,370 676,726

The Companies define its business segment as an asset group for business
assets. For an asset group for which there is an indication of impairment, the
Companies determine whether an impairment loss should be recognized by
comparing a total amount of undiscounted future cash flows with a carrying
value of the asset group. If the total amount of undiscounted cash flows is
less than the carrying value, the Companies record an impairment loss by
reducing the carrying value to the recoverable amount.

For the fiscal year ended March 31, 2023, the Companies determined
there was an indication of impairment since operating loss was continu-
ously reported by the segment. However, in determining whether or not
an impairment loss shall be recognized, the Companies estimated the
undiscounted future cash flows from the asset group and determined
not to recognize an impairment loss since the total amount of undis-
counted future cash flows exceeded the carrying value.

2. Other information that contributes to understanding the finan-
cial statements

(1) Calculation method

The total amount of undiscounted future cash flows is calculated based on

an estimate of future cash flows generated from continuous use of the
asset group. The estimate of future cash flows generated from continuous
use is based on the annual management plan approved by the Board of
Directors and forecasts of revision rate of National Health Insurance (“NHI")
drug prices, sales volume, and costs for subsequent periods.

(2) Significant assumptions

Significant assumptions for estimating future cash flows are revision rate
of NHI drug prices on drug sales and the sales volume of key products.
The revision rate of NHI drug prices are estimated in consideration of past
revision history and trends in pharmaceutical administration. The sales
volume of key products is estimated in consideration of past sales perfor-
mance, market size, and market share forecasts.

(3) Impact on consolidated financial statements for the following fiscal year
If changes of assumptions that the Company use for the estimate of
future cash flows for this fiscal year have a significant impact on the esti-
mate due to a change of market environment in the future etc, the
Company may record an impairment loss on Non-current assets.

(Changes in Accounting Policies)

Application of the Implementation Guidance on Accounting Standard
for Fair Value Measurement

Effective from the beginning of the fiscal year ended March 31, 2023, the
Companies have applied the “Implementation Guidance on Accounting
Standard for Fair Value Measurement” (ASBJ Guidance No. 31, June 17,2021,
hereinafter, the “Implementation Guidance”). In accordance with the tran-
sitional treatments prescribed in paragraph 27-2 of the Implementation

Guidance, the Companies have applied the new accounting policy pro-
spectively. There is no effect on the consolidated financial statements for
the fiscal year ended March 31,2023, from this change.

In addition, as to the fair value hierarchy of financial instruments in
Note “(Financial Instruments),” disclosures of investment trusts for the
previous fiscal year were not stated in accordance with paragraph 27-3 of
the Implementation Guidance.

(Accounting Standards Issued but Not Yet Applied)

- Accounting Standard for Current Income Taxes (ASBJ Statement No. 27,
October 28,2022)

- Accounting Standard for Presentation of Comprehensive Income (ASBJ
Statement No. 25, October 28, 2022)

- Implementation Guidance on Accounting Standard for Tax Effect
Accounting (ASBJ Guidance No. 28, October 28, 2022)

(1) Overview
The standards and guidance prescribe the accounting category of
income taxes when other comprehensive income is subject to taxation

and the treatment of tax effect accounting for sale of subsidiaries’ shares
when the group taxation regime is applied.

(2) Scheduled date of application
The Companies expect to apply these standards and guidance from the
beginning of the fiscal year ending March 31, 2025.

(3) Impact of the application

The Companies are currently evaluating the effect of the application of
the standards and guidance on the consolidated financial statements.
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Notes to the Consolidated Financial Statements

(Consolidated Balance Sheet)

*1 Of notes and accounts receivable - trade and contract assets, the amounts of receivables and contract assets arising from contracts with customers

are stated in Note “(Revenue Recognition), 3. (1) Outstanding balances of contract assets and contract liabilities.”

*2 Investments in unconsolidated subsidiaries are as follows:

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
Investment securities (equity securities) ¥889 ¥889 $6,657

*3 Amounts of tax purpose reduction entry from national subsidies etc.

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
Buildings ¥798 ¥798 $5,976
Land 113 113 846

(Consolidated Statement of Income)

*1 Revenue from contracts with customers

For net sales, revenue from contracts with customers and other revenue are not separately presented. Amounts of revenue from contracts with cus-

tomers are stated in Note “(Segment Information).”

*2 Major items of selling, general and administrative expenses are as follows:

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
Provision for sales promotion expenses ¥ 137 ¥ 149 $ 1,116
Salaries, allowances and bonuses 7321 7,338 54,950
Provision for bonuses 1,016 1,010 7,563
Provision for bonuses for directors (and other officers) 14 9 67
Provision for retirement benefits for directors (and other officers) 17 16 120
Retirement benefit expenses 455 (40) (300)
Depreciation and amortization 2,217 2,674 20,024
Research and development expenses ¥10,363 ¥10,391 $77,812

*3 Total research and development expenses included in selling, general and administrative expenses are as follows:

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
¥10,363 ¥10,391 $77,812

*4 Gain on sale of non-current assets consists of the following:

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
Buildings and structures ¥— ¥21 $157
Land — 46 344
Property, plant and equipment, etc. 0 — —
Total ¥ 0 ¥67 $502

*5 Loss on sale of non-current assets consists of the following:

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
Land ¥0 ¥— $—
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Notes to the Consolidated Financial Statements

*6 Loss on disposal of non-current assets consists of the following:

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
Buildings and structures ¥ ¥2 $15
Property, plant and equipment, etc. 34 0 0
Software — 2 15
Total ¥35 ¥4 $30

(Consolidated Statement of Comprehensive Income)

*1 Reclassification adjustments and tax effect amount relating to other comprehensive income

Millions of yen

Thousands of

U.S. dollars
2022 2023 2023
Valuation difference on available-for-sale securities:

Amount recognized in the year ¥(58,548) ¥ (8,268) S (61,914)
Reclassification adjustments 16,600 (13,018) (97,484)
Before tax effect adjustment (41,948) (21,287) (159,405)
Amount of tax effect 12,695 6,598 49,408
Valuation difference on available-for-sale securities (29,253) (14,688) (109,990)

Remeasurements of defined benefit plans, net of tax:
Amount recognized in the year 3,439 204 1,528
Reclassification adjustments 94 (455) (3,407)
Before tax effect adjustment 3,534 (251) (1,880)
Amount of tax effect (1,078) 76 569
Remeasurements of defined benefit plans, net of tax 2,456 (174) (1,303)
Total other comprehensive income ¥(26,796) ¥(14,863) $(111,300)

(Consolidated Statement of Changes in Equity)

Fiscal year ended March 31,2022
1. Class and number of issued shares and class and number of treasury stock

Thousands of shares

As of April 1,2021 Increase Decrease As of March 31,2022
Issued shares:
Common stock 51,811 — — 51,811
Total 51,811 — — 51,811
Treasury shares:
Common stock* 5,695 0 0 5,695
Total 5,695 0 0 5,695

*The increase in treasury stock of 0 thousand shares was due to purchase of fractional shares less than one unit of 0 thousand shares. The decrease in treasury stock of 0 thousand shares

was due to sale of fractional shares less than one unit of 0 thousand shares.

2. Dividends
(1) Cash dividends paid
Total dividend
payments Dividends per share
Resolution Class (Millions of yen) (Yen) Record date Effective date
Annual General Meeting of Shareholders on June 24, 2021 Common stock ¥1,245 ¥27  March 31,2021 June 25, 2021
Meeting of Board of Directors on November 8, 2021 September 30, December 2,
Common stock 1,291 28 2021 2021

(2) Of the dividends whose record date belongs to the current fiscal year, the dividend whose effective date falls in the next fiscal year

Total dividend

payments Dividends per share
Resolution Class (Millions of yen) Source of dividends (Yen) Record date Effective date
Annual General Meeting of Shareholders on Retained
June 23,2022 Common stock ¥1,291  earnings ¥28  March 31,2022 June 24,2022
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Fiscal year ended March 31,2023
1. Class and number of issued shares and class and number of treasury stock

Thousands of shares

As of April 1, 2022 Increase Decrease As of March 31,2023
Issued shares:
Common stock 51,811 — — 51,811
Total 51,811 — — 51,811
Treasury shares:
Common stock* 5,695 0 — 5,695
Total 5,695 0 — 5,695

*The increase in treasury shares of 0 thousand shares was due to the purchase of fractional shares of less than one unit.

2. Dividends
(1) Cash dividends paid
Total dividend
payments Dividends per share
(Millions of yen) (yen)
Total dividend
payments
(Thousands of Dividends per share
Resolution Class U.S. dollars) (US. dollars) Record date Effective date
Annual General Meeting of Shareholders on June 23, 2022 ¥1,291 ¥28
Common stock $9,668 $0.21  March 31,2022  June 24, 2022
Meeting of Board of Directors on November 7, 2022 ¥1,844 ¥40  September30, December 2,
Common stock $13,809 5030 2022 2022

(2) Of the dividends whose record date belongs to the current fiscal year, the dividend whose effective date falls in the next fiscal year

Total dividend

payments Dividends per share
(Millions of yen) (yen)
Total dividend
payments
(Thousands of Source of Dividends per share
Resolution Class U.S. dollars) dividends (U.S. dollars) Record date Effective date
Annual General Meeting of Shareholderson =~ ¥1844 Retained ~ ¥40
June 22,2023 Common stock $13,809  earnings $0.30  March 31,2023 June 23,2023

(Consolidated Statement of Cash Flows)

*1 Reconciliation of cash and cash equivalents in the consolidated statement of cash flows to accounts and amounts in the accompanying consolidated
balance sheet

Millions of yen Thousands of

U.S. dollars
2022 2023 2023
Cash and deposits ¥30,013 ¥25,893 $193,897
Securities 23,139 23,706 177,520
Time deposits with original maturities of over three months (48) (48) (359)
Debt securities with redemption period exceeding three months, etc. (99) (667) (4,995)
Cash and cash equivalents ¥53,004 ¥48,884 $366,063

(Lease Transactions)

As aLessee 2. Depreciation and amortization of leased assets

Finance leases that do not transfer ownership Depreciation and amortization of leased assets are stated in Note
1. Details of leased assets “(Significant Matters for the Basis of Preparing the Consolidated Financial
Property, plant and equipment: Primarily IT equipment included in Statements), 4. Accounting policies, (2) Method of depreciation and
“Other” amortization of significant depreciable assets.”

Intangible assets: Software included in “Other”
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(Financial Instruments)

1. Status of financial instruments

(1) Policy on financial instruments

The Companies manage temporary cash surpluses through low-risk financial assets. Further, the Companies raise funds through bank borrowings. The
Companies use derivatives for the purpose of avoiding the risks stated below and do not engage in transactions for speculative purposes.

(2) Types of financial instruments, related risks, and risk management systems

Notes and accounts receivable - trade are exposed to credit risk in relation to customers. In accordance with the internal policies for managing credit risk
of the Companies arising from receivables, each related division monitors the credit worthiness of its main customers periodically, and monitors due dates
and outstanding balances by individual customer. Securities and investment securities are exposed to market risk; however, they are managed in accor-
dance with the internal policies and procedures on securities and the general manager of the Corporate Finance & Management Department reports the
status of these holdings to the Board of Directors on a regular basis.

(3) Supplementary explanation of the estimated fair value of financial instruments
In estimating the fair value of financial instruments, various assumptions and factors are reflected; therefore, different assumptions and factors could result
in a different fair value.

2. Estimated fair value of financial instruments

The carrying value of financial instruments on the consolidated balance sheet, fair value, and the difference are shown in the following tables. For cash
and deposits, notes receivable - trade, accounts receivable - trade, notes and accounts payable - trade, short-term borrowings, and income taxes payable,
the disclosure is omitted, since their carrying value approximates fair value as these items are cash or settled in a short period of time.

March 31,2022

Millions of yen

Carrying value Fair value Difference
(1) Securities and investment securities:
Available-for-sale securities ™! ¥113,941 ¥113,941 ¥—
Total ¥113,941 ¥113,941 ¥—

*1 Equity securities without market prices are not included in “Securities and investment securities” in the above table. The carrying value of these financial instruments are as follows:

Millions of yen
Unlisted equity securities ¥4 939
Investments in unconsolidated subsidiaries 889

March 31,2023

Millions of yen

Carrying value Fair value Difference
(1) Securities and investment securities:
Available-for-sale securities ™" ¥92,313 ¥92,313 ¥—
Total ¥92,313 ¥92,313 y—

Thousands of U.S. dollars

Carrying value Fair value Difference
(1) Securities and investment securities:
Available-for-sale securities ™2 $691,276 $691,276 $—
Total $691,276 $691,276 $—

*1 Equity securities without market prices are not included in “Securities and investment securities” in the above table. The carrying value of these financial instruments are as follows:

Millions of yen Thousands of

U.S. dollars
Unlisted equity securities ¥5,273 $39,486
Investments in unconsolidated subsidiaries 889 6,657

*2 In accordance with generally accepted accounting principles, for investment trusts, the net asset value of investment trusts is deemed to be the fair value. Such investment trusts are
included in available-for-sale securities.
Note 1: Redemption schedules for receivables and securities with maturities subsequent to the consolidated balance sheet date
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March 31,2022 March 31,2023
Millions of yen Fair value (Millions of yen)
Due in one year Due after one year Due after five year Level 1 Level 2 Level 3 Total
orless to five years to ten years Due after ten years . . e
. Securities and investment securities

Cash and deposits ¥30,013 ¥ — ¥ — ¥ — i =
N bl 4 533 Available-for-sale securities:
Aotes receiva . et—Dltra e . T Equity securities ¥58,105 ¥— ¥— ¥58,105

ccou‘thS recelya e-trade - , Corporate bonds 1,700 = = 1,700
Securlﬁles and mvestment_s.ecur\.tles - o o5 — o Other 23,039 - - 23,039

Available-for-sale securities with maturities . . . Total ¥82,846 v v ¥82,846
Total ¥75111 ¥2,293 ¥1,399 ¥400

Fair value (Thousands of U.S. dollars)

March 31,2023

Level 1 Level 2 Level 3 Total
Millions of yen Securities and investment securities

Due in one year Due after one year Due after five year . e

orless to five years to ten years Due after ten years Available-for-sale securities:
Cash and deposits ¥25,893 ¥ — ¥y — ¥y — Equity securities $435,113 S— $— $435,113
Notes receivable - trade 173 — — — Corporate bonds 12,730 — — 12,730
Accounts receivable - trade 21,910 — — — Other 172,525 — — 172,525
Securities and investment securities Total $620,383 S— $— $620,383

Available-for-sale securities with maturities 23,719 1,732 1,398 426 Notes:
Total ¥71,697 ¥1,732 ¥1,398 ¥426 1.In accordance with generally accepted accounting principles, the fair value of investment trusts, which is deemed to be the net asset value, is not included in the table above. The car-

rying value of investment trusts in the consolidated balance sheet is ¥9,467 million (570,893 thousand).
2. Explanation of valuation techniques and inputs used for fair value measurement

March 31,2023 Securities and investment securities
The fair value of listed securities and corporate bonds are measured at quoted market prices. Since they are traded in active markets, the fair value is classified into Level 1.

Thousands of U.S. dollars

Due in one year Due after one year Due after five year
orless to five years to ten years Due after ten years (S iti )
Cash and deposits $193,897 $ = $ = $ — ecurities
Notes receivable - trade 1,295 — — — 1. Trading securities
Accounts receivable - trade 164,071 = = — ) Thousands of
o : " Millions of yen Us. dollars
Securities and investment securities >
Available-for-sale securities with maturities 177,617 12,970 10,469 3,190 Valuation diff duded i i dated stat Tof] 202¥2] 0 202;65 202!87
Total $536,895 $12,970 $10,469 $3,190 aluation difference included in the consolidated statement of income
Note 2: Redemption schedules for corporate bonds, long-term borrowings, lease liabilities other interest-bearing liabilities are disclosed in Note “[Consolidated Supplementary 2. Available-for-sale securities
Schedules], Details of borrowings.” .
March 31,2022
3. Matters regarding fair value hierarchy of financial instruments Millions of yen
The Companies classify the fair value of financial instruments into three categories depending on whether inputs for a fair value measurement are Type Cormying value Acqursition cost Diference
P S Y 9 P 9 P Securities whose carrying value exceeds Equity securities ¥ 79,159 ¥14,972 ¥64,186
observable or significant. ) o
their acquisition cost Bonds
Level 1 fair value: Fair value measured by using quoted prices in active markets as observable inputs for assets or liabilities subject to a fair Government bonds/municipal bonds, etc. _ _
value measurement Corporate bonds 807 800 7
Level 2 fair value: Fair value measured by using observable inputs other than those for Level 1 Other bonds - -
Level 3 fair value: Fair value measured by using unobservable inputs Other 4861 4481 380
Subtotal 84,828 20,253 64,574
When multiple inputs of different categories are used in measuring fair value, the Companies classify the fair value into a category to which the lowest Securities whose carrying value does not Equity securities 1260 1367 (106)
priority is assigned. exceed their acquisition cost Bonds
Government bonds/municipal bonds, etc. — —
() Financial instruments measured at fair value in the consolidated balance sheet Corporate bonds 942 950 @)
March 31,2022 Other bonds _ _ _
Fair value (Millions of yen) Other 26,909 27,151 (241)
Level 1 Level 2 Level 3 Total Subtotal 29,112 29,468 (355)
Securities and investment securities Total ¥113,941 ¥49,722 ¥64.218
Available-for-sale securities:
Equity securities ¥ 80419 ¥— ¥— ¥ 80,419
Corporate bonds 1,750 — — 1,750
Other 23,039 — — 23,039
Total ¥105,209 ¥— ¥— ¥105,209

Notes:
1. The fair value of investment trusts is not included in the table above. The carrying value of investment trusts in the consolidated balance sheet is ¥8,732 million.
2. Explanation of valuation techniques and inputs used for fair value measurement

Securities and investment securities
The fair value of listed securities and corporate bonds are measured at quoted market prices. Since they are traded in active markets, the fair value is classified into Level 1.
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March 31,2023

Millions of yen

Type Carrying value Acquisition cost Difference
Securities whose carrying value exceeds Equity securities ¥56,835 ¥14,309 ¥42,526
their acquisition cost Bonds
Government bonds/municipal bonds, etc. — — —
Corporate bonds 300 300 0
Other bonds — — —
Other 4,499 3,973 526
Subtotal 61,635 18,583 43,052
Securities whose carrying value does not Equity securities 1,269 1,368 (98)
exceed their acquisition cost Bonds
Government bonds/municipal bonds, etc. — — —
Corporate bonds 1,400 1,450 (49)
Other bonds — — —
Other 28,007 28,313 (306)
Subtotal 30,677 31,132 (454)
Total ¥92,313 ¥49,715 ¥42,598
March 31,2023
Thousands of U.S. dollars
Type Carrying value Acquisition cost Difference
Securities whose carrying value exceeds Equity securities $425,603 $107,151 $318,451
their acquisition cost Bonds
Government bonds/municipal bonds, etc. — — —
Corporate bonds 2,247 2,247 0
Other bonds — — —
Other 33,690 29,751 3,939
Subtotal 461,547 139,157 322,390
Securities whose carrying value does not Equity securities 9,503 10,244 (734)
exceed their acquisition cost Bonds
Government bonds/municipal bonds, etc. — — —
Corporate bonds 10,484 10,858 (367)
Other bonds — — —
Other 209,727 212,019 (2,291)
Subtotal 229,721 233,129 (3,400)
Total $691,276 $372,285 $318,991

Fiscal year ended March 31,2023

Notes to the Consolidated Financial Statements

Millions of yen

Type Sales proceeds Total gain on sale Total loss on sale
Equity securities ¥13,661 ¥12,996 y—
Bonds
Government bonds/municipal bonds, etc. — — —
Corporate bonds — — —
Other bonds — — —
Other 311 21 0
Total ¥13,972 ¥13,018 ¥0

Fiscal year ended March 31,2023

Thousands of U.S. dollars

Type Sales proceeds Total gain on sale Total loss on sale
Equity securities $102,299 $97,319 S—
Bonds
Government bonds/municipal bonds, etc. — — —
Corporate bonds = = —
Other bonds = — —
Other 2,329 157 0
Total $104,628 $97,484 $0

(Retirement Benefits)

1. Overview of retirement benefit plans

The Companies offer cash balance plans to their employees as their defined benefit corporate plans. In certain cases, the Companies pay additional retire-
ment benefits for employees that are not included in the retirement benefit obligations determined actuarially in accordance with the accounting standard
for retirement benefits. In addition, a retirement benefit trust has been established as part of the Companies’ defined benefit corporate pension plans.

2. Defined benefit plans
(1) Reconciliation of retirement benefit obligations at beginning and end of period

Millions of yen

Thousands of

3. Available-for-sale securities sold
Fiscal year ended March 31, 2022

Millions of yen

Type Sales proceeds Total gain on sale Total loss on sale
Equity securities ¥16,051 ¥15,465 ¥—
Bonds
Government bonds/municipal bonds, etc. — — —
Corporate bonds — — —
Other bonds — — —
Other 5772 1,135 1
Total ¥21,823 ¥16,601 ¥ ]
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U.S. dollars

2022 2023 2023
Retirement benefit obligation at beginning of period ¥22487 ¥19,305 $144,563
Service cost 853 700 5,242
Interest cost 74 70 524
Actuarial gains and losses incurred this period (3,235) (719) (5,384)
Retirement benefits paid (873) (884) (6,620)
Retirement benefit obligation at end of period ¥19,305 ¥18,471 $138,318

(2) Reconciliation of balance of plan assets at beginning and end of period

Millions of yen TB?;?Q%?

2022 2023 2023
Plan assets at beginning of period ¥21,252 ¥21,766 $162,992
Expected return on plan assets 531 544 4,074
Actuarial gains and losses incurred this period 203 (515) (3,857)
Employer contribution 652 650 4,867
Retirement benefits paid (873) (884) (6,620)
Plan assets at end of period ¥21,766 ¥21,561 $161,457
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(3) Reconciliation of retirement benefit obligation and plan assets with retirement benefit liability and asset reflected on the consolidated balance sheet (Income Taxes)

Thousands of

Millions of yen U, dollars 1. Components of deferred tax assets and liabilities by major causes at March 31, 2022 and 2023, are as follows:
2022 2023 2023 Millions of yen Thousands of
Retirement benefit obligation for funded plan ¥ 19,305 ¥ 18,471 $ 138,318 U.S. dollars
Plan assets (21,766) (21,561) (161,457) 2022 2023 2023
Net amount of retirement benefit liability and asset on the consolidated balance sheet (2,460) (3,089) (23,132) Deferreq tax assets:
Retirement benefit asset (2.460) (3,089) (23,132) Prepaid research and development expenses ¥ 2517 ¥ 2,100 $ 15,726
Net amount of retirement benefit liability and asset on the consolidated balance sheet ¥ (2,460) ¥ (3,089) $ (23,132) Inventories - . 626 824 6,170
Loss on valuation of securities 650 650 4,867
) Provision for bonuses 520 509 3,812
(4) Breakdown of retirement benefit expense G o 177 =
Millions of yen T'Cfg“?g%iff Provision for retirement benefits for directors (and other officers) 163 165 1,236
2022 2023 2023 Impairment \oss. 148 147 1,101
Service cost ¥853 ¥ 700 $ 5242 Accrued enterprise taxes 264 99 741
Interest cost 74 70 524 Other 919 830 6,215
Expected return on plan assets (531) (544) (4,074) Total gross deferred tax assets 6,218 5,505 41,224
Amortization of actuarial gains and losses 350 (200) (1,498) Valuation allowance (1,634 (1,474) (11,038)
Amortization of prior service cost (255) (255) (1,910) Total deferreq tax assets 4,583 4,030 30,178
Other 108 70 524 Deferred(tax hgb\htles: ‘ .
Retirement benefit expense on defined benefit plan Y600 ¥(158) $(1,183) Valuation difference on available-for-sale securities (19,458) (12,860) (96,301)
Other (860) (1,163) (8,709)
) ) o Total deferred tax liabilities (20,319) (14,023) (105,010)
(5) Remeasurements of defined benefit plans included in other comprehensive income Deferred tax assets (iabilities), net ¥(15.735) ¥ (9.993) 5 (74832)

The components of remeasurements of defined benefit plans included in other comprehensive income (before tax effect) are as follows:

Note: The net amounts of deferred tax liabilities in the fiscal years ended March 31, 2022 and 2023, are broken into and included in the following items in the consolidated balance sheet.

Millions of yen Thousands of

U.S. dollars
2022 2023 2023
Prior service cost ¥ (255) ¥(255) $(1,910) P Thousands of
Actuarial gains and losses 3,789 3 22 Y U.S. dollars
Total ¥3,534 ¥(251) $(1,880) 2022 2023 2023
Non-current assets—deferred tax assets ¥ 524 ¥ 433 $ 3,242
(6) Remeasurements of defined benefit plans included in accumulated other comprehensive income Non-current liabilities—deferred tax liabilities (16,259) (10,426) (78,074)
The components of remeasurements of defined benefit plans included in accumulated other comprehensive income (before tax effect) are as follows:
2. Reconciliation between the effective statutory tax rate and the actual tax rate
Millions of yen Thousands of
Y U.S. dollars 2022 2023
2022 2023 2023 Effective statutory tax rate 30.5% 30.5%
Unrecognized prior service cost ¥ (510) ¥ (255) $ (1,910) Adjustments:
Unrecognized actuarial gains and losses (3.052) (3,055) (22,877) Entertainment expenses and other non-deductibles 0.1 0.4
Total ¥(3,562) ¥(3,311) 3(24,794) Dividend income not taxable (0.6) (0.8)
o - ) Tax benefits due to research and development expenses 4.7) (6.6)
.(7) an assets information Per capita levy of local inhabitants' taxes 05 0.6
i. The components of plan assets Valuation allowance (33) 12)
Ratios of each component of plan assets to amount of total plan assets are as follows: Other (15) (0.6)
2022 2023 Actual effective tax rate 21.0% 22.3%
Debt securities 16% 23%
Equity securities 38 36 .
Cash and deposits 3 4 (Revenue Recognition)
General accounts 33 34 1. Information on disaggregated revenue from contracts with customers
Other 5 3 Information on disaggregated revenue from contracts with customers is stated in Note “(Segment Information).”
Total 100% 100%
Note: Total plan assets include a retirement benefit trust established as part of the Company’s defined benefit corporate pension plans. The proportion of plan assets in this trust was 2.Information on the basis of understanding revenue from contracts with customers
4.0% for the fiscal year ended March 31,2022, and 2.2% for the fiscal year ended March 31, 2023. Information on the basis of understanding revenue from contracts with customers is stated in Note “(Significant Matters for the Basis of Preparing the

Consolidated Financial Statements), 4. Accounting policies, (5) Basis for recognition of significant revenue and expenses.”
ii. Method to determine long-term expected rate of return on plan assets

The expected return on assets has been estimated based on the anticipated allocation to each asset class and the expected long-term returns on assets
held in each category.

(8) Actuarial assumptions
Major assumptions used in actuarial calculation (discount rate is presented as a weighted average):

2022 2023
Discount rate 0.6% 0.9%
Long-term expected rate of return on plan assets 2.5% 2.5%
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3. Information on the relationship between satisfaction of performance obligations based on contracts with customers and cash flows from

the contracts, and information on amounts of revenue expected to be recognized from contracts with customers that exist as of the end

of the current fiscal year and their timing of revenue recognition after the end of the current fiscal year

(1) Outstanding balances of contract assets and contract liabilities

Millions of yen Thousands of

U.S. dollars
2022 2023 2023
Receivables from contracts with customers at beginning of period ¥23,058 ¥21,957 $164,423
Receivables from contracts with customers at end of period 21,957 22,084 165,374
Contract assets at beginning of period 71 850 6,365
Contract assets at end of period 850 696 5,212
Contract liabilities at beginning of period 1,592 2,696 20,189
Contract liabilities at end of period ¥ 2,696 ¥ 1,846 $ 13,824

Contract assets represent the consolidated subsidiaries’ right to consider-
ation for construction and other works completed but not billed as of the
balance sheet date regarding the construction contracts with customers
in the information services business and the construction business.
Contract assets are transferred to receivables from contracts with cus-
tomers when the consolidated subsidiaries’ right to consideration
becomes unconditional. The consideration for the construction and
other works is billed when the works are completed and generally
received in one month in accordance with the construction contracts.

Contract liabilities represent advances received from customers
based on the terms and conditions of the agreements and contracts, of
consideration for upfront and milestone payments under out-licensing
agreements in the pharmaceutical business and consideration for the
performance obligation in accordance with construction contracts with
customers in the information services business and the construction
business. Contract liabilities are reversed as revenue is recognized.

Of revenue recognized in the fiscal year ended March 31, 2022, the
amount included in contract liabilities as of the beginning of the fiscal
year ended March 31, 2022, was ¥257 million. The increase in contract

(2) Transaction prices allocated to remaining performance obligations

assets of ¥779 million was primarily attributable to the year-on-year
increase in construction in progress in the information services business
and the construction business as of March 31, 2022. The increase in con-
tract liabilities of ¥1,104 million was primarily attributable to upfront pay-
ments under new out-licensing agreements in the pharmaceutical
business and advances received based on construction contracts in the
information services business and the construction business.

Of revenue recognized in the fiscal year ended March 31, 2023, the
amount included in contract liabilities as of the beginning of the fiscal
year ended March 31, 2023, was ¥1,215 million (59,098 thousand). The
decrease in contract assets of ¥154 million (51,153 thousand) was primarily
attributable to the year-on-year decrease in construction in progress in
the construction business as of March 31, 2023. The decrease in contract
liabilities of ¥850 million (56,365 thousand) was primarily attributable to
the recognition of revenue due to the fulfilment of performance obliga-
tions under out-licensing agreements in the pharmaceutical business
and the extinguishment of performance obligations as a result of the
termination of some agreements.

The total transaction prices allocated to remaining performance obligations and the period for which revenue is expected be recognized are

as follows:

Millions of yen Thousands of

U.S. dollars
2022 2023 2023
Within one year ¥1,043 ¥ 683 $ 5,115
More than one year but less than five years 1,067 969 7,256
More than five years but less than ten years 585 193 1,445
Total ¥2,696 ¥1,846 $13,824

(Segment Information)

Segment Information
1. Overview of reportable segments

The reportable segments of the Companies are components for which discrete financial information is available and whose operating results are regularly
reviewed by the Board of Directors to make decisions about resource allocation and to assess their performance.

2. Method of calculating net sales, profit (loss), identifiable assets/liabilities, and other items by reportable segment

The accounting treatment procedure for reportable segments is the same as that described in Note “(Significant Matters for the Basis of Preparing the

Consolidated Financial Statements).”
Segment profit is calculated based on operating profit.

Intersegment sales are recognized based on the price in an arm’s-length transaction.
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3. Information on net sales and profit (loss), identifiable assets/liabilities, and other items by reportable segment and disaggregation of

revenue
Fiscal year ended March 31,2022

Millions of yen

Reportable segment

Pharmaceutical Information Services Construction Merchandising Total
Net sales:
Pharmaceutical
Pharmaceuticals ¥ 45,792 Y — ¥ — ¥ — ¥ 45,792
Therapeutic and care foods 3,568 — — — 3,568
Technical fees 518 — — — 518
Other 4,268 — — — 4,268
Information Services — 9,562 — — 9,562
Construction — — 4,331 — 4331
Merchandising — — — 763 763
Revenue from contracts with customers 54,147 9,562 4331 763 68,305
Sales to third parties 54,147 7,742 2,948 543 65,381
Intersegment sales and transfers — 1,820 1,383 220 3,424
Total ¥ 54,147 ¥9,562 ¥4,331 ¥ 763 ¥ 68,805
Segment profit (10ss) ¥ (2,608) ¥ 914 ¥ 192 ¥ 30 ¥ (1,470)
Segment assets ¥226,428 ¥8,549 ¥3,058 ¥2127 ¥240,164
Other items:
Depreciation and amortization* ¥ 3,399 ¥ 430 ¥ 26 ¥ 23 ¥ 3,879
Increase in property, plant and equipment and
intangible assets* 5,343 487 15 1 5,847

* Depreciation and amortization include the amortization of long-term prepaid expenses. Increase in property, plant and equipment and intangible assets includes the increase in long-

term prepaid expenses.

Fiscal year ended March 31,2023

Millions of yen

Reportable segment

Pharmaceutical Information Services Construction Merchandising Total
Net sales:
Pharmaceutical
Pharmaceuticals ¥ 47,077 ¥ — ¥ — ¥ — ¥ 47,077
Therapeutic and care foods 3,461 — — — 3,461
Technical fees 1,053 — — — 1,053
Other 4,650 — — — 4,650
Informations Services — 10,342 — — 10,342
Construction — — 3,275 — 3,275
Merchandising = = — 824 824
Revenue from contracts with customers 56,243 10,342 3,275 824 70,686
Sales to third parties 56,243 8,285 2,343 621 67,493
Intersegment sales and transfers — 2,057 932 202 3,192
Total ¥ 56,243 ¥10,342 ¥3,275 ¥ 824 ¥ 70,686
Segment profit (10ss) ¥ (2,207) ¥ 881 ¥ 78 ¥ 21 ¥ (1,225)
Segment assets ¥209,115 ¥ 9,105 ¥2,901 ¥1,895 ¥223,017
Other items:
Depreciation and amortization* ¥ 3,745 ¥ 468 ¥ 23 ¥ 22 ¥ 4,259
Increase in property, plant and equipment and
intangible assets* 5,828 1,617 18 3 7,467

* Depreciation and amortization include the amortization of long-term prepaid expenses. Increase in property, plant and equipment and intangible assets includes the increase in long-
Y

term prepaid expenses.
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Notes to the Consolidated Financial Statements Notes to the Consolidated Financial Statements

Fiscal year ended March 31,2023 Related Information
Thousands of U.S. dollars
Reportable segment Fiscal year ended March 31,2022
Pharmaceutical Information Services Construction Merchandising Total

1. Products and services information

Net sales: The disclosure is omitted since the same information is stated in Note “(Segment Information).”

Pharmaceutical

Pharmaceuticals $ 352,531 $ — $ = $ — $ 352,531 L .
2. Geographical information
Therapeutic and care foods 25,917 — — — 25,917
(1) Net sales
Technical fees 7,885 — = = 7,885 ) ) ) ) ) ) )
The disclosure is omitted since sales to external customers in Japan exceeded 90% of net sales shown on the consolidated statement of income.
Other 34,821 — — — 34,821
Informations Services — 77,445 - - 77,445 (2) Property, plant and ipment
Construction — — R = 24,524 Th oo edqu p't . the C ies do not ty, plant i t outside of J
Merchandising T o o 6.170 6170 ere are no corresponding items as the Companies do not possess any property, plant or equipment outside of Japan.
Revenue from contracts with customers 421,170 77,445 24,524 6,170 529,325 . . )
Sales to third parties 421,170 62,041 17,545 4,650 505,414 3. Major customer information
Intersegment sales and transfers = 15,404 6,979 1,513 23,903 <Mﬂ§ﬁ§ao'?§em Relevant segment
Total $ 421,170 $77,445 $24,524 $ 6,170 $ 529,325 Alfresa Corporation ¥11,022  Pharmaceutical
Segment profit (loss) $ (16,527 $ 6,597 $ 584 $ 157§ (9173) MEDICEO CORPORATION 8,883 Pharmaceutical
Segment assets $1,565,935 $68,182 $21,724 $14,191 $1,670,039 SUZUKEN CO, LTD. 8403 Pharmaceutical
Other items:
Depreciation and amortization* $ 28,044 $ 3,505 $ 172 $ 165 $ 31,893 Fiscal year ended March 31,2023
Increase in property, plant and equipment and 1. Products and services information
intangible assets* 43,642 12,109 135 22 55,916

The disclosure is omitted since the same information is stated in Note “(Segment Information).”

* Depreciation and amortization include the amortization of long-term prepaid expenses. Increase in property, plant and equipment and intangible assets includes the increase in long-
term prepaid expenses. 2. Geographical information
(1) Net sales

4. Reconciliation items between segment information and the consolidated financial statements The disclosure is omitted since sales to external customers in Japan exceeded 90% of net sales shown on the consolidated statement of income.

Millions of yen Thousands of

U.S. dollars

Net sales 2022 2023 2023 (2) Property, plant and equipment
Total for reportable segments ¥68,805 ¥70,686 $529,325 There are no corresponding items as the Companies do not possess any property, plant or equipment outside of Japan.
Elimination of intersegment transactions (3,424) (3,192) (23,903)
Net sales in the consolidated financial statements ¥65,381 ¥67,493 $505,414 3. Major customer information

Millonsofyer Thousends of (allonsotyer) ofUsdotarg _ Relevantsegment
Profit 2022 2023 2023 Alfresa Corporation ¥11,183 $83,743 Pharmaceutical
Total for reportable segments ¥(1,470) ¥(1,225) $(9,173) SUZUKEN CO, LTD. 8,496 63,621  Pharmaceutical
Elimination of intersegment transactions 69 86 644 MEDICEO CORPORATION 8,471 63,434  Pharmaceutical
Adjustments to non-current assets 4 20 150
Other adjustments (5) (10) (75) Information on impairment loss of property, plant and equipment by reportable segment
Operating loss in the consolidated financial statements ¥(1,402) ¥(1,129) $(8,454) No corresponding items

Thousands of

Millions of ) o ) .
Tonsetyen U.5. dollars Information on amortization of goodwill and unamortized balance by reportable segment

Assets 2022 2023 2023 No corresponding items
Total for reportable segments ¥240,164 ¥223,017 $1,670,039
Elimination of intersegment transactions (2,076) (1,817) (13,606) . . )
Total assets in the consolidated financial statements ¥238,087 ¥221,200 $1,656,433 Information on gain on bargain purchase by reportable segment
No corresponding items
Total for reportable segments Adjustments Amount in the consolidated financial statements
Thousands of Thousands of Thousands of . .
Millions of yen UsS. dollars Millions of yen US. dollars Millions of yen U.S. dollars Information on related party transactions
Other items 2022 2023 2023 2022 2023 2023 2022 2023 2023 No correspondmg items
Depreciation and
amortization ¥3,879 ¥4,259 $31,893 ¥(148) ¥(150) $(1,123) ¥3,730 ¥4,109 $30,770
Increase in property, (Amounts per Share)
plant and equipment Amounts per share as of March 31,2022 and 2023, and for the fiscal years then ended are as follows:
and intangible assets 5,847 7,467 55,916 (126) (146) (1,093) 5721 7,321 54,823 o T
2022 2023 2023
Net assets per share ¥4,366.96 ¥4,204.64 $31.49
Profit per share 280.20 228.31 1.71

Notes:
1. Diluted profit per share is not presented because there is no dilutive potential of shares of common stock.
2. The basis for calculating profit per share is as follows:
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Notes to the Consolidated Financial Statements

Thousands of

Millions of yen Us. dollars
2022 2023 2023
Profit attributable to owners of parent ¥12,921 ¥10,528 $78,838
Amount not attributable to common stock shareholders — — —
Profit attributable to common stock owners of parent ¥12,921 ¥10,528 $78,838
Thousands of shares
2022 2023
Weighted average number of shares 46,115 46,115

(Significant Subsequent Events)

(Execution of Significant Contract)

The Company has entered into contract with Theramex HQ UK Limited (U.K,, hereinafter “Theramex”) to grant Theramex the exclusive development and
marketing rights for Linzagolix (generic name), a drug originally discovered by the Company for the treatment of uterine fibroids and endometriosis,
excluding North America and parts of Asia including Japan. The outline is as follows:

(1) Name of the counterparty of the contract
Theramex HQ UK Limited (U.K.)

(2) Date of the contract
April 26,2023

(3) Details of the contract
To grant Theramex the exclusive development and marketing rights for Linzagolix (generic name), excluding North America and parts of Asia including
Japan

(4) Significant effects on the Company’s operations

Linzagolix was approved for marketing in Europe in June 2022 for the indication of uterine fibroids, and Theramex has been preparing to bring the drug
to the European market during the fiscal year ending March 31, 2024. The Company receives upfront payments and sales milestone payments from
Theramex, while supplying the drug substance.

(Acquisition and Cancellation of Treasury Shares)
At the Board of Directors’ meeting held on May 8, 2023, the Company resolved to acquire its own shares pursuant to the provisions of Article 156 of the
Companies Act (the "Act”) as applied by replacing the terms pursuant to the provisions of paragraph 3, Article 165 of the Act, and to cancel the treasury
shares pursuant to the provisions of Article 178 of the Act.

(1) Reason for the acquisition and cancellation of treasury shares
To execute a flexible capital policy in response to changes in the business environment, while improving capital efficiency and enhancing shareholder

returns.

(2) Details of the acquisition

i. Class of shares to acquire Common stock of the Company
ii. Total number of shares to acquire 2,000,000 shares (maximum)
(Percentage for total number of shares issued and outstanding, excluding treasury shares: 4.34%)
iii. Total amount of the acquisition ¥6,000 million ($44,930 thousand) (maximum)
iv. Acquisition period From May 10, 2023, to March 29, 2024
v. Acquisition method Market purchase on the Tokyo Stock Exchange

a. Market purchase through the Tokyo Stock Exchange Trading NeTwork (ToSTNeT-3)
b. Market purchase based on the discretionary transaction contract with respect to acquisition of treasury shares

KISSEI Financial Data Book 2023 23

Notes to the Consolidated Financial Statements

(3) Details of the cancellation

i. Class of shares to cancel Common stock of the Company
ii. Total number of shares to cancel 2,500,000 shares
(Percentage for total number of shares issued and before cancellation: 4.83%)
iii. Total number of shares issued and outstanding after cancellation 49,311,185 shares
iv. Planned date of cancellation June 12,2023
(Reference)
Holding status of treasury shares as of March 31,2023
- Total number of shares issued and outstanding, excluding treasury shares 46,155,567 shares
- Number of treasury shares 5,695,618 shares

(Consolidated Supplementary Schedules)

Details of corporate bonds
No corresponding items

Details of borrowings
Balance at beginning of period Balance at end of period Average interest rate
Thousands of Thousands of

Millions of yen U.S. dollars Millions of yen U.S. dollars (%) Repayment period
Short-term borrowings ¥1,640 $12,281 ¥1,490 $11,158 096 —
Current portion of long-term borrowings — — — — — —
Current portion of lease liabilities 116 869 145 1,086 - —
Long-term borrowings — — — — — —
Lease liabilities April 2024 -

227 1,700 317 2,374 —  September 2028

Other interest-bearing liabilities — — — — —  —
Total ¥1,984 $14,857 ¥1,953 $14,625 — —

Notes:

1. An average interest rate represents the weighted-average interest rate applied to the balance at the end of the fiscal year.

2. An average interest rate for lease liabilities is not stated because lease liabilities recognized in the consolidated balance sheet are the total amounts before deductions of interest
equivalents included in lease payments

3. Arepayment schedule for lease liabilities due within five years subsequent to the consolidated balance sheet date is as follows:

Due afteroneyear  Due after twoyears  Due after three years ~ Due after four years

to two years to three years to four years to five years
Lease liabilities (Millions of yen) ¥136 ¥114 ¥53 ¥11
(Thousands of U.S. dollars) $1,018 $854 $397 $82

(Asset Retirement Obligations)

As the amounts of asset retirement obligations were not more than 1% of the combined total of liabilities and net assets at the beginning and end of the
fiscal year ended March 31,2023, the supplemental schedule of asset retirement obligations is omitted in accordance with paragraph 92-2 of the Regulation
on Terminology, Forms, and Preparation Methods of Consolidated Financial Statements.
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(Quarterly Performance in the Fiscal Year Ended March 31, 2023)

Independent Auditor’s Report

Three months ended
June 30,2022

Six months ended
September 30, 2022

Nine months ended
December 31,2022

Fiscal year ended
March 31,2023

Net sales (Millions of yen) ¥16,285 ¥32,864 ¥51,635 ¥67,493
(Thousands of U.S. dollars) $121,948 $246,099 $386,663 $505,414

Profit before income taxes (Millions of yen) 2,141 4418 8,990 13,680
(Thousands of U.S. dollars) 16,033 33,084 67,321 102,441

Profit attributable to owners of parent  (Millions of yen) 1,635 3,326 6,667 10,528
(Thousands of U.S. dollars) 12,244 24,906 49,925 78,838

Profit per share (Yen) ¥3547 ¥72.13 ¥144.58 ¥228.31
(U.S. dollars) $0.27 $0.54 $1.08 $1.71

First quarter Second quarter Third quarter Fourth quarter

Profit per share (Yen) ¥3547 ¥36.67 ¥7244 ¥83.73
(US. dollars) $0.27 $0.27 $0.54 50.63
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Independent Auditor’s Report

The Board of Directors
Kissei Pharmaceutical Co., Lid.

Opinion

We have audited the accompanying consolidated financial statements of Kissei Pharmaceutical
Co., Ltd. and its consolidated subsidiaries (the Group), which comprise the consolidated balance
sheet as at March 31, 2023, and the consolidated statements of income, comprehensive income,
changes in net assets, and cash flows for the year then ended, and notes to the consolidated
financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2023, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with accounting principles generally accepted in Japan,

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the ethical requirements that are relevant to our audit of the
consolidated financial statements in Japan, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion,

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current period. These martters were
addressed in the context of the audit of the consolidated financial statements as a whole, and in
forming the auditor’s opinion thereon, and we do not provide a separate opinion on these
maltlers.

Erret & Young Shinfirgn LLC
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Independent Auditor’s Report

Impairment on Non-current assels in connection with Pharmaceutical segment

EY

Deseription of Key Audit Matter

Auditor’s Response

The companies recorded Property, plant and
cquipment of ¥24 579 million, Intangible
assels of ¥1,507 million, Investments and
Other Assets of ¥94 472 mullion in
Consolidated Balance Sheel as of March 31,
2023.The Pharmaceutical segment comprised
of whole KISSEI PHARMACEUTICAL
CO. LTD. as an assel group  and Property,
plant and equipment of ¥22 278 million,
Intangible assets of ¥1,472 million,
Investments and Other Assets of Y90 370
million were recorded. The amount of the
assel group of Pharmaceutical segment
attributable to 94.7% of the total amount of
Property, plant and equipment, Intangible
assels, Investments and Other Assels in
Consolidated Balance Sheet.

As described in Note "Significant Accounting
Estimates” 1o the consolidated financial
stalements, the company assessed that there
was an indication of impairment on the asset
group in connection with Pharmaceutical
segment, bul did not recognize an impairment
loss since the total amount of undiscounted
future cash Mows [rom the assel group
excecded the carrying value.

An estimate of future cash flows generated
[rom continuous use ol the assel group s
calculated based on the annual management
plan approved by the Board of Directors and
assumptions on revision rates of National
Health Insurance (“NHI") drug prices, sales
volume and costs [or subsequent periods. As
described in Note "Significant Accounting
Estimates”, the significant assumptions [or
estimating future cash Mow are the (uture
revision rates of NHI drug prices and lutlure
sales volume of key products. The Tuture
revision raies of NHI drug prices are
estimalted based on past revision history and
trends in Pharmaceutical administration. The
future sales volume of key products is

Audit procedures we mainly performed Lo the
estimate ol undiscounted future cash [Mows in
a recoverability test for impairment on non-
current asscts in connection with
Pharmaceutical segment included following,
among others.

* We obtained an understanding, evaluated
the design effectiveness, and tesied the
operaling elfectiveness ol internal controls
over Hl.:l.:l.‘-ll.ll'iliﬂg Process for non-current
assel impairment.

* We examined the underlying [uture
business plan o evaluate the estimate of
future cash [lows. In evaluating the
business plan, we examined its consistency
with the most recent annual management
plan approved by the Board of Directors.

* We compared the business plans in
previous fiscal years with actual results o
evaluate the elfectiveness of managemenlt's
eslimalion process.

* We compared the economical uselul years
remained of key assets with a term of
estimation for [uture cash Mows.

+ We discussed with management and
director of marketing about the impact of
the luture revision rates of NHI drug prices
and the sales volume of key products
which are included in the [uture business
plan on the signilicant assumplions.

* We analyzed the trend ol previous NHI
drug price revisions and read meeting
minutes about the revision of NHI drug
price of the Central Social Insurance
Medical Council, advisory body of
Minister of Health, Labor and Wellare, 1o
evaluate the future revision rates of NHI
drug price estimated by management.

* We compared the sales plan in previous
liscal years with actual results w evaluate

Building a better

waorking world
estimated based on past sales performance, the estimated [uture sales volume of key
market size and marketl share forecasts. products. We examined consistency with

exlemnal data regarding the estimation of
markel size and market share of key
products. We also examined the duration of
exclusive sales by reading a patent expiry
date on Japan Platform for Patent
Information or reexamination term on
examination resull report in connection
with approval applications.

Given that the signiflicant assumplions
applied in the estimate of future cash flows
involve uncertainties and require
management judgement, we determined it o
be a key audit matter,

* We performed a sensitivity analysis of
management’s evaluation regarding
uncertainty of the estimation lor the (ulure
business plan.

Erret & Young Shinfirgn LLC
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Other Information

The other information comprises the information included in the Annual Report that contains
audited consolidated financial statements but does not include the consolidated financial
statements and our auditor’s report thereon. Management is responsible for preparation and
disclosure of the other information. The Corporate Auditor and the Board of Corporate Auditors
are responsible for overseeing the Group’s reporting process of the other information.

Owur opinion on the consolidated financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon,

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude thar there is a material misstatement of
this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of Management, the Corporate Auditor and the Board of Corporate
Auditors for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally accepted in Japan, and
for such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud
or EITOr.

In preparing the consolidated financial statements, management is responsible for assessing the
Group's ability to continue as a going concern and disclosing, as required by accounting
principles generally accepted in Japan, matters related to going concern,

The Corporate Auditor and the Board of Corporate Auditors are responsible for overseeing the
Group's financial reporting process.

Erret & Young Shinfirgn LLC
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with auditing standards generally accepted in Japan, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

+ Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that i sufficient and appropriate to provide a basis for
our opinion.

« Consider internal control relevant 1o the audit in order 1o design audit procedures that are
appropriate in the circumstances for our risk assessments, while the purpose of the audit of
the consolidated financial statements is not expressing an opinion on the effectiveness of the
Group’s internal control.

* Ewvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management,

+ Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to
continue as a going concern,

+  Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation
in accordance with accounting principles generally accepted in Japan.

* Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or busingss activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion,

We communicate with the Corporate Auditor and the Board of Corporate Auditors regarding,
among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.

Erret & Young Shinfirgn LLC

EY

Building a better
warking world

We also provide the Corporate Auditor and the Board of Corporate Auditors with a statement
that we have complied with the ethical requirements regarding independence that are relevant to
our audit of the consolidated financial statements in Japan, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with the Corporate Auditor and the Board of Corporate
Auditors, we determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the key audit matters,
We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan

Our firm and its designated engagement partners do not have any interest in the Group which is
required to be disclosed pursuant to the provisions of the Certified Public Accountants Act of
Japan.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to
the year ended March 31, 2023 are presented solely for convenience. Our audit also included the
translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such
translation has been made on the basis described in Notes to the consolidated financial
statements.

Ernst & Young ShinNihon LLC
Matsumoto, Japan

September 28, 2023

Yoshihiro Sugimoto
Designated Engagement Partner
Certified Public Accountant

Tetsuya Tomiia
Designated Engagement Partner

Certified Public Accountant

Erret & Young Shinfirgn LLC
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