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Part |  About Taiyo Holdings and the Taiyo Group

I.  Overview of Taiyo Holdings and the Taiyo Group
1. Key financial data
(1) Consolidated financial data

Business term 72nd 73rd 74th 75th 76th
Year ended Mar 2018 Mar 2019 Mar 2020 Mar 2021 Mar 2022

Net sales million yen 52,241 59,389 70,627 80,991 97,966
Ordinary income " 11,199 8,014 8,898 13,819 18,062
Profit attributable to owners " 4,856 4,396 3,749 9,529 11,803
of parent
Comprehensive income " 5,014 3,869 2,499 12,012 15,611
Net assets " 73,023 70,520 69,523 76,497 85,466
Total assets " 111,490 105,666 142,192 179,001 189,273
Net assets per share yen 1,261.75 1,238.62 1,217.11 1,348.42 1,522.11
Basic earnings per share " 84.37 76.42 66.01 167.49 209.13
Diluted earnings per share " - - - - -
Equity ratio % 65.2 66.4 48.7 42.5 45.2
Return on equity " 6.8 6.2 54 13.1 14.6
Price earnings ratio times 271 23.9 30.8 18.0 15.5
Cash flows from operating | i ven 8,100 5,907 13,739 16,312 18,308
activities
Cash flows from investing "
activities (24,161) (5,487) (45,912) (11,603) (11,258)
Cash flows from financing " 11,319 (12,001) 31,593 19,755 (11,279)
activities
Cash and cash equivalents at " 41,816 30,101 29,115 54,309 51,152
end of period
Number of employees (not
including average number of 1,268 1,614 1,988 2,067 2,137
non-fulltime) persons
[Average number of non-
fulltime (excluded)] -] -] -] -] [-]

(Notes) 1. Series I Class A Shares and Series II Class A Shares possess the same rights as common shares in regard to
the right to receive dividends of surplus and the right to receive distribution of residual assets. Accordingly,
when calculating the net assets per share and basic earnings per share, we include Class A-I and Class A-II
shares in the number of outstanding shares at period-end as well as in the average number of outstanding
shares during the period. However, the provisions on Series I Class A Shares and Series II Class A Shares
have been scrapped after the Articles of Incorporation were revised on June 19, 2021.

2. A 2-for-1 stock split was conducted on October 1, 2021. The net assets per share and basic earnings per
share have been calculated on the basis that the stock split was conducted at the start of the 72nd business
term.

3. We have not shown diluted earnings per share because there was no dilutive stock.

4. We have omitted the average number of employees who are non-fulltime or temporary because such
employees accounted for less than 10% of total employees.

5. We have applied the Accounting Standard for Revenue Recognition (ASBJ Statement No. 29, March 31,
2020) effective from the start of the consolidated fiscal year under review. Accordingly, the results for the
main financial performance indicators are in accordance with the standard.



(2) Non-consolidated financial data (Taiyo Holdings Co., Ltd.)

Business term 72nd 73rd 74th 75th 76th
Year ended Mar 2018 Mar 2019 Mar 2020 Mar 2021 Mar 2022
Operating revenue million yen 8,108 12,403 12,899 7,830 11,747
Ordinary income " 4,832 8,318 8,261 2,510 5,002
Profit " 262 6,771 4,935 4,116 5,468
Share capital " 9,232 9,331 9,428 9,499 9,612
Total issued shares shares 57,665,888 | 57,777,972 | 57,939,294 | 57,997,004 | 58,083,128
Net assets million yen 51,938 52,115 53,545 52,853 52,715
Total assets " 77,258 73,080 110,546 134,874 128,674
Net assets per share yen 901.92 919.76 941.48 936.04 938.85
Dividend per share " 80.10 65.10 65.10 80.10 69.55
(Interim dividend per share) ™M (32.55) (32.55) (32.55) (32.55) (32.55)
Basic earnings per share " 4.57 117.70 86.87 72.34 96.89
Diluted earnings per share " - - - - -
Equity ratio % 67.2 71.3 48.4 39.2 41.0
Return on equity " 0.5 13.0 9.3 7.7 10.4
Price earnings ratio times 501.0 15.5 23.4 41.7 335
Dividend payout ratio % 1,756.2 55.4 75.0 110.7 71.8
Number of employees (not
including average number of 81 107 112 133 154
non-fulltime) persons
e ™™ ] I S| NG
Total shareholder return % 97.2 80.9 92.3 1359 148.4
ﬁ‘;{?&f{%‘;&dj;j; % (115.9) (110.0) (99.6) (141.5) (144.3)
Highest share price yen 5,790 4,925 5,220 6,690 3,600
(6,300)
Lowest share price yen 4,315 2,847 3,015 3,690 2,613
(4,820)

(Notes) 1. Series I Class A Shares and Series II Class A Shares possess the same rights as common shares in regard to

the right to receive dividends of surplus and the right to receive distribution of residual assets. Accordingly,

when calculating the net assets per share and basic earnings per share, we include Class A-I and Class A-II

shares in the number of outstanding shares at period-end as well as in the average number of outstanding

shares during the period. However, the provisions on Series I Class A Shares and Series II Class A Shares

have been scrapped after the Articles of Incorporation were revised on June 19, 2021.

2. A 2-for-1 stock split was conducted on October 1, 2021. The net assets per share and basic earnings per
share have been calculated on the basis that the stock split was conducted at the start of the 72nd business
term. The figures for dividend per share and mid-term dividend reflect the impact of the stock split.

3. We have not shown diluted earnings per share because there was no dilutive stock.

4. We have omitted the average number of employees who are non-regular or temporary because such
employees accounted for less than 10% of total employees.

5. Number of employees indicates the number of full-time employees (this excludes employees that we
second to other companies, but includes employees that other companies second to us).

-5-



8.
9.

The dividend per share for the 72nd business term included a 15 yen portion (reflecting the impact of the
stock split) commemorating our 65th anniversary.

The dividend per share for the 75th business term included a 15 yen portion (reflecting the impact of the
stock split) commemorating 20 years of being listed on the First Section of the Tokyo Stock Exchange.

Total shareholder return indicates the dividend per share reflecting the impact of the stock split.
Highest and lowest share prices indicate the prices on the First Section of the Tokyo Stock Exchange.

10. A 2-for-1 stock split was conducted on October 1, 2021. For the 76th business term, “highest share price”

11.

and “lowest share price” indicate the price after the loss of rights resulting from the stock split. The
highest/lowest share prices before loss of rights are shown in parentheses.

We have applied the Accounting Standard for Revenue Recognition (ASBJ Statement No. 29, March 31,
2020) effective from the start of the fiscal year under review. Accordingly, the results for the main
management indicators are in accordance with the standard.



2. Our history

September 1953
August 1970
May 1973

March 1982
June 1984
September 1988
September 1990
December 1990
March 1992
November 1993
February 1995
September 1996

July 1998

January 1999

August 1999
January 2001
April 2001

July 2001
December 2001
September 2010

October 2010

May 2013
December, 2014
April 2015

June 2015

October, 2015

January 2017
August 2017
January 2018

April 2018

August 2019

October 2019
November 2019
May 2020

June 2020

Taiyo Ink Mfg. Co., Ltd. (our forerunner) was established in Minato-ku, Tokyo, as a printing ink
manufacturer and marketer

Launched sales of printed wiring board materials

Developed and launched sales of an epoxy resin-based and thermally curable single-component
solder resist ink

Established Ranzan Plant (now Ranzan Facility) in Ranzan-machi, Hiki-gun, Saitama
Exhibited a liquid photoimageable solder resist ink at a JPCA trade fair

Established a joint-venture in South Korea—Taiyo Ink Mfg. Co., (Korea) Ltd.

Made initial public offering in over-the-counter market

Established a sales subsidiary in Nevada, US—Taiyo America, Inc.

Relocated head office to Nerima-ku, Tokyo

Registered basic patent for an alkaline developable solder resist ink in Japan

Transformed Taiyo America, Inc. (sales subsidiary) into a manufacturing and sales subsidiary
Established a manufacturing and sales subsidiary in Taiwan—Taiyo Ink Co., Ltd

Made Taiyo Ink Mfg. Co., (Korea) Ltd. a consolidated subsidiary and changed its name to Taiyo Ink
Co., (Korea) Ltd.

Established a sales subsidiary in Singapore—Taiyo Ink International (Singapore) Pte Ltd
Established a sales subsidiary in China—Taiyo Ink International (HK) Limited

Established a subsidiary in Japan—Taiyo Japan Co., Ltd.

Listed on the First Section of Tokyo Stock Exchange

Opened production base in Ranzan-machi, Hiki-gun, Saitama (Ranzan-Kitayama Facility)
Established a technological support subsidiary in Thailand—Taiyo Ink (Thailand) Co., Ltd.
Established a manufacturing and sales subsidiary in China—Taiyo Ink (Suzhou) Co., Ltd.
Established a sales subsidiary in China—Taiyo Ink Trading (Shenzhen) Co., Ltd.

Adopted holding company structure, changing name to Taiyo Holdings Co., Ltd.
Transferred rights and responsibilities over domestic businesses to Taiyo Japan Co., Ltd., renaming
the subsidiary Taiyo Ink Mfg. Co., Ltd.

Acquired Taiwanese company Onstatic Technology Co., Ltd. as our subsidiary
Established a solar power generation business subsidiary in Japan—Taiyo Green Energy Co., Ltd.
Taiyo Ink Mfg. Co., Ltd. established a sales subsidiary in South Korea—Taiyo Ink Products Co., Ltd.

Acquired Japanese company Chugai Kasei Co., Ltd. (now Taiyo Fine Chemicals Co., Ltd.) as our
subsidiary

Taiyo Ink Mfg. Co., Ltd. opened a production base (its second) in Kitakyushu, Fukuoka Prefecture
(Kitakyushu Facility)

Entered a capital and business alliance with DIC Corporation
Established a pharmaceuticals development and sales subsidiary Taiyo Pharma Co., Ltd.
Relocated head office to Toshima-ku, Tokyo

Established a sales company in Thailand—Taiyo Trading (Thailand) Co., Ltd.
Acquired Japanese company Micro Network Technologies Corp. (now funlead corp.) as our
subsidiary

Acquired Mega Solar 23, a special-purpose subsidiary that operates Odaike Hydro-Solar Plant
Acquired Mega Solar 28, a special-purpose subsidiary that operates Miyamaike Hydro-Solar Plant

Acquired Taiyo Pharma Tech Co., Ltd., whose core business is contract manufacturing of
pharmaceuticals

Micro Network Technologies Corp. (now funlead corp.) subsumed Thou-Management Corporation

Established a manufacturing and sales subsidiary in China—Onstatic New Material (Jiangxi) Co.,
Ltd.

Established a manufacturing and sales subsidiary in Vietham—Taiyo Ink Vietnam Co., Ltd.
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3. Our businesses

(Glossary)
This document uses the following abbreviations.
Abbreviation Meaning
PWB Printed wiring board
SR Solder resists (or solder-resist inks), also known as solder
masks
PKG Semiconductor package
DF Dry film

Our group comprises Taiyo Holdings (the filing company), 29 subsidiaries, one affiliated company, and
one other associate. We primarily engage in the electronics materials business. In this business, we develop,
manufacture, purchase, and sell chemicals for PWBs and other electronic components. We also engage in the
medical and pharmaceuticals business. In this business, we develop, manufacture, sell, and provide contracted
manufacturing services for pharmaceuticals.

In our electronics materials business segment, we provide PWB materials to the PWB production teams
of electronics manufacturers as well as to manufacturers specializing in PWBs. The PWBs play vital roles in
many home and commercial digital appliances. Examples include personal computers, smartphones, tablets
and similar devices. They are also used in audiovisual appliances such as flat screen TVs and automotive parts
such as ECUs.

Our medical and pharmaceutical business kicked off in January 2018, when Taiyo Pharma acquired
manufacturing and marketing rights/authorizations for 13 long listed pharmaceutical products. In October
2019, Taiyo Pharma acquired the same rights/authorizations for an additional product. December 2021 saw the
completion of the process of transferring to Taiyo Pharma approval to manufacture and market four additional
pharmaceutical products. Also in October 2019, our subsidiary Taiyo Pharma Tech started contracted
manufacturing of pharmaceuticals after inheriting a spun-off drug-making business.

The table below lists our business segments and the relevant subsidiaries/other associate. The segment
titles “electronics materials” and “medical and pharmaceuticals” match the titles in <II. Trends and Outlooks,
3. Financial position, operating results, cash flows, (1) Performance overview
2) Operating results> and in <V. Financial Information, 1. Consolidated financial statements, other
consolidated financial information, (1) Consolidated financial statements: Notes>.

We are a listed company as defined in Article 49-2 of the Cabinet Office Ordinance on Restrictions on
Securities Transactions. When determining “minor criteria” facts (facts that could potentially influence an
investment decision), we use consolidated rather than non-consolidated figures.



Segment Business operations Main company/ies
« Sets the group’s broad strategic direction
- * Manages subsidiaries Japan | Filing company
(Notes) » Researches and develops chemicals for
electronic components
Japan | Taiyo Ink Mfg. Co., Ltd.
Taiyo Ink (Suzhou) Co., Ltd.
Develops, manufactures, stocks, and Taiwan Taiyo Ink Co., Ltd.
markets chemicals for PWBs and other
electronic components Other | Onstatic Technology Co., Ltd.
Taiyo Ink Co., (Korea) Ltd.
Electronics Taiyo America, Inc.
materials Onstatic New Material (Jiangxi) Co., Ltd.
Taiyo Ink International (HK) Limited
Taiyo Ink Trading (Shenzhen) Co., Ltd.
. . i i i Pte L
Stocks and markets associates’ chemicals Other g;yg Ellz g;f;ﬁ:?soézl (ISJ?(ligapore) te Ltd
for PWBs and other electronic components Y A
Taiyo Trading (Thailand) Co., Ltd.
Onstatic Ink (Shenzhen) Co., Ltd.
. Manufactur_e and marketing of Japan | Taiyo Pharma Co., Ltd.
Medical and pharmaceuticals
Pharmaceutical i
armaceu Conducts cc?ntracted manufacturing of Japan | Taiyo Pharma Tech Co., Ltd.
pharmaceuticals
Manufacmr§s and ma?kets dyes, pigments, Japan | Taiyo Fine Chemicals Co., Ltd.
pharmaceuticals, and ink
Other Supplies renewable energy, etc. Japan | Taiyo Green Energy Co., Ltd.
Provides systems engineering services Japan | funlead corp.

(Note) We do not include Taiyo Holdings Co., Ltd. (the filing company) among the reportable segments.
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This is our organizational chart:

Consolidated subsidiaries

Electronic materials

Manufacturing and sales companies

TAIYO INK MFG. CO,, LTD.

TAIYO INK (SUZHOU)
CO,, LTD.

TAIWAN TAIYO INK
CO,, LTD.

Onstatic Technology Co., Ltd.

Products

ONSTATIC New Material
(JiangXi) Co., Ltd.

TAIYO INK MFG. CO.,
(KOREA) LTD.

TAIYO AMERICA, INC.

TAIYO INK VIETNAM CO., LTD.

Sales companies

TAIYO INK INTERNATIONAL
(HK) LIMITED

TAIYO INK TRADING
(SHENZHEN) CO., LTD.

TAIYO INK INTERNATIONAL
(SINGAPORE) PTE LTD

Products

TAIYO INK PRODUCTS
CO., LTD.

"dLl 02 SONIATOH OAIVL

Taiyo Trading
(Thailand) Co., Ltd.

ONSTATIC INK (SHENZHEN)
CO., LTD.

/-—lMedical and pharmaceuticalsl—\

TAIYO Pharma Co., Ltd.

Products

TAIYO Pharma Tech Co., Ltd.

Products

TAIYO Fine Chemicals Co., Ltd.

Products

TAIYO GREEN ENERGY
CO., LTD.

Electricity
sales, etc.

funlead corp.

Technical
services /

-11-
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4. Our associates

(1) Consolidated subsidiaries

Equity

(amount Ownership
Name Address . . Main business ratio Nature of relationship
invested in
(%)
company)
We license the company
to use our trademarks
Tiyo Ink M. | it Bim et tion | Manufactures and directorates with he.
Co., Ltd. Saita r%l a ’ yen markets solder 100.0 company
* .
(*Note 3) Prefecture, Japan resists for PWBs We lease real estate to
the company
We lend to the company
Taiyo Ink We license the company
. . Manufactures and to use our trademarks
(Suzhou) Co., Suzhou, Jiangsu 20 million . .
. ; markets solder 100.0 | = We have interlocking
Ltd. Province, China USD . . .
M resists for PWBs directorates with the
(*Note 1) company
We license the company
Taiwan Taiyo Guanyin District, 310 million Manufactures and to use our trademarks
Ink Co., Ltd. Taoyuan City, TWD markets solder 100.0 | = We have interlocking
(*Note 1) Taiwan resists for PWBs directorates with the
company
Onstatic Yingge District, - Manufactures and We have interlocking
Technology Co., o 313 million . .
Ltd New Taipei City, TWD markets solder 100.0 [ directorates with the
(*Note 1) Taiwan resists for PWBs company
Onstatic Ink Shenzhen, We have interlockin
(Shenzhen) Co., | Guangdong 56 million | Markets solder 100.0 directorates with theg
Ltd. Province, China CNY | resists for PWBs (100.0) compan
(*Note 1) pany
Onstatic New . .
Material Xinyu, Jiangxi 47 million Manufactures and 100.0 V\./e have mter!OCkmg
: . . . markets solder directorates with the
(Jiangxi) Co., Province, China CNY . (100.0)
Lid resists for PWBs company
We license the company
. Ansan-si, to use our trademarks
Taiyo Ink Mfg. Gyeonggi 2,698 million Manufactures and We have interlocking
Co., (Korea) . markets solder 100.0 - .
Province, South KRW . directorates with the
Ltd. resists for PWBs
Korea company
We lend to the company
We license the company
Taivo America Carson City, 2 million Manufactures and to use our trademarks
Incy > | Nevada, United USD markets solder 100.0 | « We have interlocking
) States resists for PWBs directorates with the
company
. We have interlocking
Tg.uyo Ink R 2,309 million Manufactures and directorates with the
Vietnam Co., Hanoi, Vietnam markets solder 100.0
VDN . company
Ltd. resists for PWBs
We lend to the company
Taiyo Ink
International Hunghom, 10 million | Markets solder 100.0
(HK) Limited Kowloon, Hong HKD | resists for PWBs '
(*Note 4) Kong, China
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Equity

(amount Ownership
Name Address . . Main business ratio Nature of relationship
invested in
)
company)

Taiyo Ink . .
Trading glllzrrllz}zf:r’l 800 thousand | Markets solder 100.0 \d!\i/ree:t?)\?zeitlegt(\el\rl:?ﬁ I:rl]r;g
(Shenzhen) Co., P edong USD | resists for PWBs '
Lid rovince, China company
Taiyo Ink . .
International Sineapore 2 million | Markets solder 100.0 X\I/ree:tzz)\:zeitlezts\rl:?ﬁ |:rl]r;g
(Singapore) Pte £ap SGD | resists for PWBs '

company
Ltd
Taiyo Ink Ansan-si, . .
Products Co., Gyeonggi 100 million | Markets solder 100.0 \df\i/rigt?)\?;t:ansu\e/\rl:?ﬁ I:rl]r;g
Ltd. (*Notes 2 Province, South KRW | resists for PWBs (100.0)

company
and 5) Korea
Taiyo Trading - We have interlocking

. Bangkok, 11 million | Markets solder . .
(Thailand) Co., Thailand THB | resists for PWBs 100.0 | directorates with the
Ltd. company
Taiyo Pharma Marunouchi, 450 million Manufactures and X}/li:t?)\;gt:er;t?/\c:?ﬁ I:rl]r;g
Co., Ltd. Chiyoda-ku, yen markets 100.0 company
* .

(*Note 6) Tokyo, Japan pharmaceuticals We lend to the company
. Conducts . .
Taiyo Pharma Takatsuki-shi, 300 million | contracted We have Inter!ocklng
Tech Co., Ltd. . 100.0 | directorates with the

* Osaka, Japan yen | manufacturing of
(*Notes 1 and 7) . company
pharmaceuticals
Manufactures and
Taiyo Fine Nihonmatsu-shi, 49 million markets dyes,
Chemicals Co., | Fukushima en pigments, 100.0 [ « We lend to the company
Ltd. Prefecture, Japan M pharmaceuticals,
and ink
Ranzan-machi, . Supplies We have interlocking
Taiyo Green Hiki-gun, 10 million pp directorates with the
. renewable 100.0
Energy Co., Ltd. | Saitama Yen | oy et company
Prefecture, Japan £y, ete. We lend to the company
Nishictkebukuro, | g0 1 (00T
funlead corp. Toshima-ku, SIS | 100.0
yen | engineering
Tokyo, Japan .
services
Peace Sea
Investment . 13 million 100.0
Limited (*Note | /AP Samoa Usp | nvestment (100.0)
1)
Good Advance |~ 13 million 100.0
Group Limited | Apia, Samoa USD Investment (100.0)
(*Note 1) '
Pegasus Tech 1801 thousa
Ventures . . 99.0
California, USA nd | Investment
Company IV, (49.5)
uUSD
L.P.
The three
remaining

companies are
not shown here
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(Notes) 1.

The indicated company is a specified subsidiary as defined in the Cabinet Office Ordinance on the
Disclosure of Corporate Affairs.
The parenthesized figure indicates the indirect ownership ratio.

Taiyo Ink Mfg. Co., Ltd.’s sales account for more than 10% of the group’s consolidated sales (excluding

inter-company sales).

Taiyo Ink Mfg. Co., Ltd.’s financial data

Sales:

Ordinary income:
Profit:

Net assets:

Total assets:

29,917 million yen

10,049 million yen
6,651 million yen
10,363 million yen

27,301 million yen

Taiyo Ink International (HK) Limited’s sales account for more than 10% of the group’s consolidated sales
(excluding inter-company sales).
Taiyo Ink International (HK) Limited.’s financial data

Sales:

Ordinary income:
Profit:

Net assets:

Total assets:

16,539 million yen
1,348 million yen
1,133 million yen
3,527 million yen
7,104 million yen

Taiyo Ink Products Co., Ltd.’s sales account for more than 10% of the group’s consolidated sales
(excluding inter-company sales).
Taiyo Ink Products Co., Ltd.’s financial data

Sales:
Ordinary income:

11,281 million yen
1,095 million yen

Profit: 856 million yen
Net assets: 2,231 million yen
Total assets: 4,448 million yen

Taiyo Pharma Co., Ltd.’s sales account for more than 10% of the group’s consolidated sales (excluding

inter-company sales).

Taiyo Pharma Co., Ltd.’s financial data

Sales:

Ordinary income:
Profit:

Net assets:

Total assets:

11,288 million yen
2,219 million yen
1,318 million yen
1,342 million yen

28,732 million yen

(excluding inter-company sales).
Taiyo Pharma Tech Co., Ltd.’s financial data

Sales:

Ordinary income:
Profit:

Net assets:

Total assets:

(2) Other associates

12,178 million yen
1,249 million yen
1,005 million yen

17,146 million yen

25,834 million yen

. Taiyo Pharma Tech Co., Ltd.’s sales account for more than 10% of the group’s consolidated sales

Share capital Eauit
Company name Address (millions of Main business d 3] Nature of relationship
stake (%)
yen)
Manufactures and * We procure raw materials
Itabashi-ku markets organic from the company.
DIC Corporation ’ 96,557 | . 19.95% | = We have interlocking
Tokyo, Japan pigments and . .
- . directorates with the
synthetic resins
company
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5. Our employees

(1) Consolidated (group wide)

As of March 31, 2022

Segment Number of employees
Electronics materials 1,291
Medical and pharmaceuticals 410
Other and trans-segment i.e., employees of Taiyo
Holdings Co., Ltd. (the holding and filing company) 436
(*Notes 3 and 4)
Total 2,137

(Notes) 1. Number of employees indicates the number of fulltime employees.
2. We have not stated the average number of non-fulltime employees because such employees account for
less than 10% of total employees.
3. “Other and trans-segment” includes other businesses and corporate divisions that are not covered in the
two segments (Electronics Materials and Medical and Pharmaceuticals).
4. Starting from the period under review, we have reorganized the business categories so that they more
accurately reflect the scope of the businesses.

(2) Non-consolidated (Taiyo Holdings Co., Ltd.)

As of March 31, 2022

Number of employees

Average age

Average annual

Average years of service .
remuneration (yen)

154

39.6

9.4 8,312,238

(Notes) 1. Number of employees indicates the number of fulltime employees (this excludes employees that we
second to other companies, but includes employees that other companies second to us).
2. We have omitted the average number of non-fulltime employees because such employees account for less
than 10% of total employees.
3. Average annual remuneration includes:
- Extra wages

- Bonuses

- Shares provided under the employee stock ownership plan
- Annual amount set aside for the defined benefit pension plan
- Installments for the defined contribution pensions plan

(3) Labor organizations

Other than those employed in Taiyo Pharma Tech Co., Ltd., Taiyo Ink (Suzhou) Co., Ltd. and
Taiyo Ink Trading (Shenzhen) Co., Ltd., our employees do not belong to any labor organization. We enjoy
strong employee relations.
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Il. Trends and Outlooks

1. Policies, business climate, challenges

The information below includes projections and other forward-looking statements. These forward-

looking are based on information available to us as of the end of the consolidated fiscal year under review.
They are not guarantees of future performance.

(1

2

3)

Business policies

We remain steadfastly committed to our goal of creating a pleasant society (as stated in “our core
values” below). With this objective in mind, we will continue to grow while adapting to changes in the
business environment.

Our management philosophy

We will realize a pleasant society by further advancing every technology the Group has and
creating a wide range of products to help fulfill the dreams for the whole world with our innovative
products.

Our basic management policies

1. We will generate profit and increase corporate value, thereby contributing to the well-being and
prosperity of customers, communities, shareholders, and employees.

2. We will discharge our corporate social responsibility with regard to the achievement of our
management philosophy, including complying with the law, protecting the environment, ensuring
thorough quality management, and contributing to society.

3. We will leverage our global system to always provide superior products and services.

4. We will constantly create opportunities for employees to challenge and develop themselves,
aiming to have a corporate group composed of people who are highly motivated to be successful
and to achieve goals set by themselves.

5. We will increase our comprehensive corporate strengths by maximizing cooperation between the
Group companies and strengthen the teamwork of all employees with emphasis on “speed and
communication”.

6. We aim to have a group of global companies able to contribute to the realization of a pleasant
society by constantly working for technological innovation and creating new products and
businesses.

Key performance indicators

The following key performance indicators are outlined in “Beyond Imagination 2030”, our long-
term management plan that runs from FYE March 2022 to FYE March 2031.

KPI Target
Return on equity ratio (ROE) 18% or higher
Dividend on equity ratio (DOE) 5% or higher

The business climate, our strategies, and our operating and financial challenges
Business climate

In the period under review (April 1, 2021, to March 31, 2022), the business climate remained
tough. The economy was stagnant amid an increasingly gloomy economic and fiscal outlook, with the
ongoing COVID-19 situation (since the coronavirus spread in January 2020) and, in 2022, the situation in
the Russian Federation and Ukraine.
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2)

Electronics materials

This segment is sensitive to trends in the electronics sector as a whole. Demand for data
gathering and analytics is mounting amid the rollout of IoT and Al-driven technologies and the
metaverse, which should drive technological innovation in electronics and encourage active R&D and
capital expenditure. Most crucially, the 5G rollout and entrenchment of remote work are driving
demand for semiconductors and other electronics.

Medical and pharmaceuticals

Mounting pressure on Japan’s healthcare system has prompted a revision of drug pricing,
leading to structural changes in the drug industry and increasingly diverse healthcare needs.
Pharmaceutical drug discovery will likely be transformed by technological innovation and
collaboration between industry, academia, and government. Meanwhile, however, with mounting
financial pressure on its health insurance system, Japan is eyeing further cost-control measures, such
as introducing price controls on original drugs and encouraging the use of generics.

Our strategies

Amid the present business climate, we focus on our Group’s strengths in chemistry to propel ourselves
towards becoming a comprehensive chemical company. Especially, we are working on the following
actions in line with our long-term management plan.

Group-wide actions

D

2)

3)

4)

3)

Develop and utilize self-sufficient personnel capable of acting independently, who respond to
diversifying organizations and societies

A key challenge is to build a workforce that can adapt to organizational and social diversity and
help the company grow in the years to come. We are working to train up goal-oriented and self-
motivated employees. Group companies will rotate employees’ assigned jobs and provide them
training so that employees get opportunities to challenge themselves and grow.

Transform and evolve through digital transformation

To ensure global competitiveness in a rapidly changing business landscape, we must commit to
continually improving workflows, processes, and business model. We will digitize workflows and
processes, including ordering, production management, R&D, and new product development, to
generate new customer value.

Create new businesses

To ensure business success in the medium to long term, we need to launch new businesses,
rather than relying only on our existing businesses. We need to expand and develop new core revenue
sources to complement our existing ones (electronic materials, medical and pharmaceuticals, energy,
and food).

Execute strategic M&As

To accelerate efforts to strengthen existing businesses and launch new ones, we will actively
explore potential business and capital tie-ups, M&As, and strategic collaboration projects in which we
can leverage external assets, instead of relying only on our own.

Strengthen efforts for SDGs (Sustainable Development Goals)

Even before the SDG agenda garnered worldwide interest, we were integrating sustainability
into our business activities, believing that sustainability is crucial to continued business success. Our
mainstay product, solder resists, has a crucial role to play in this agenda, in that it underpins
technological and industrial innovation. Aside from this, we are switching to eco-friendly renewable
energy sources across the group, and running programs for farming vegetables, fruits, and insects to
offset the risk of future food crises. Additionally, we provide medical and pharmaceutical products.

We also contribute to sustainability outside of our business activities. For example, we
participate in local events and charitable causes, and our canteens use local produce. To promote

-17 -



diversity and inclusion, we have installed all-gender restrooms and actively nominate women for the
Board of Directors.

Electronics materials segment

The segment’s mainstay is solder resists. We hold a global top share in the SR market, and over
90% of solder resist sales are in overseas countries. To further increase our SR share, we are pursuing a
threefold strategy: 1. strengthen our existing assets (existing clientele + existing tech), 2. accelerate the
process of launching new products (existing clientele + new tech), and 3. promote new applications (new
clientele + existing tech). We are also working to swiftly establish other growth-driving electronics
businesses to complement the SR business, believing that this will lead to sustained growth.

In the fiscal year under review, a global ICT platform firm ordered our white Dry Film Type SR
with high reflectivity for use as a backlight unit in its mini LED displays. The deal contributed
significantly to earnings.

Described below are the key actions taken in this segment.

1) Strengthening R&D

We understand that if we are to keep generating new business ideas, we need an effective
research & development structure. Our strategy is to divide R&D operations between basic research
and product development based on timelines. To enable more effective basic research, a basic research
team will dedicate itself to the mid to long term scope, rather than focusing only on a particular
project. Meanwhile, a product development will focus on bringing our innovations to market and
adding new applications to existing technologies. This R&D structure will enhance our ability to
translate the outcomes of basic research into new products.

We will also invest aggressively in R&D facilities and make a determined effort to hire and
train the very best researchers and technicians from Japan and around the world. Additionally, we will
strengthen partnerships to create more opportunities for business growth.

2) Bringing new products to market swiftly

Developing a new product is like developing a new business—make it commercially viable,
and you will gain profits. When we have a potentially marketable product on our hands, we will make
a concerted effort to clear all the hurdles toward commercial production. We will set up a taskforce
consisting of hand-picked personnel from marketing, manufacturing, and product development, and
assign this taskforce powers and duties in such a way that it can fully devote itself to a successful
market launch. We have extended our attention to the display sector and recently launched the Display
Business Project.

3) Managing exchange rate risk

Since many of our transactions are denominated in a foreign currency, foreign exchange
fluctuations can easily affect our business results. We therefore consider it important to mitigate
exchange risk. One way we do this is to produce products close to where we sell them. Another policy
is to step up local procurement so as to match revenue and expenditure to the currency.

In addition to mitigating exchange risk, these measures will help us develop the products our
customers need even more efficiently and to cut order lead times. Moreover, these measures will cut
raw materials costs and diversify our supply chain, thereby mitigating business continuity risks.

Medical and pharmaceuticals seement

This segment faces an uncertain business climate in Japan. The rapidly aging and declining
population has overburdened the nation’s healthcare budget. In an attempt to relieve the pressure, the
government has started curbing the prices of original drugs and encouraging the population to use
generics. It is also considering further reforms to the healthcare system.

To address these challenges, we are exploring a business model that is resilient to this volatile
environment, establishing a system that can deliver a stable supply of existing drugs in the years ahead,
and new drugs that will meet the needs of medical institutions and patients.
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2)

3)

Further progress in the manufacture of pharmaceuticals on consignment

Taiyo Pharma Tech Co., Ltd., performs contract manufacturing of pharmaceuticals. Taiyo
Pharma Tech aims to continue its rapid growth with the following strategy: While maintaining a stable
supply to existing customers, Taiyo Pharma Tech will explore partnerships and joint development
projects with firms in Japan and other countries, bid for new contracts, and start developing, as well as
manufacturing, drugs to transition from a contract manufacturing organization (CMO) to contract
development and manufacturing organization (CDMO). To further build its technological assets, the
subsidiary will expand into regenerative medicine and genetic medicine, which have bright prospects
for growth, and commercialize the latest medical technologies. Such strategies will help us expand the
segment and strengthen our portfolio. Instead of just strengthening its production sites in Japan, the
subsidiary will expand globally over the medium to long term by building an international supply
chain network and providing CDMO services for regenerative medicine and genetic medicine.

Steady progress in manufacture and marketing of pharmaceuticals

The consolidated fiscal year under review saw the completion of the process for transferring to
Taiyo Pharma approval and rights to manufacture and market four more long-listed products. These
drugs continue to see steady sales among medical organizations. To expand our lineup, we will
aggressively seek approvals for other long-listed products.

Side-effects of pharmaceuticals

As a manufacturer of pharmaceuticals, the subsidiary faces the risk that it will be held liable for
damages caused by product recalls, production stoppages, or injury resulting from the use of the
product. To manage this risk, we comply with the Pharma-Med Act* and all applicable standards. We
also have product liability insurance to minimize the financial damage from any product liability
claims.

* The Pharma-Med Act's full title is “Act on Securing Quality, Efficacy and Safety of Products
Including Pharmaceuticals and Medical Devices.”
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2. Business risks

The following are the main risks that may influence the business development of the Group. The
forward-looking statements are based on information available to us as of the end of the consolidated year
under review.

Types of financial
risk

Description of risk

Key actions for managing the risk

Impairment risk

 If group assets markedly decline in fair
value, or if the group’s businesses become
unprofitable, we would apply loss
accounting and record impairment loss for
the non-current assets.

* The Board of Directors reviews whether the
purchase price is appropriate.

* We use follow-up surveys to measure the
asset’s contribution to synergy, and we
monitor the asset’s macroeconomic context.

Technological
innovation risk

» Technological innovation might yield
manufacturing techniques that do not rely on
our products (such as techniques for making
electronic parts without PWBs).

* Manufacturing techniques that do not rely
on solder resists.

* We develop new manufacturing techniques.

Patent risk

* We may fail to protect our patents.
* We might violate an organization’s
intellectual property rights.

* We manage risks related to intellectual
property rights.

Client bankruptcy

¢ Clients in Japan or overseas might
unexpectedly go bust.

* We monitor clients’ performance and
creditworthiness to protect the recoverability
of our receivables.

Exchange rate risk

» Exchange rate fluctuations may force us to
suspend overseas business.

* Due to fluctuations in exchange or interest
rates, we may incur losses when converting
foreign-denominated assets of overseas
subsidiaries into yen.

* We use forward exchange contracts and
fixed-for-floating interest rate swaps.

* For financing, group companies (and the
holding company, too) use lenders based in
countries where exchange rate risk is
minimal.

Country-specific
risks

* There may be unfavorable changes in local
regulatory requirements (including legal and
tax requirements).

* The country might experience military
conflict or civil disorder.

» We aim for an appropriately dispersed
network of global operations.

Procurement risk

* Our supply chain might get disrupted if
suppliers suffer damage or shortages.
* Qil prices might lead to higher materials costs.

* We have dispersed supply chains.

Price war risk

* We might need to repeatedly lower sales
prices below those of competitors.

» We offer low-end goods.
* We monitor the competition.

Side-effects of

» Users might experience unanticipated side-

* We comply with the Pharma-Med Act and
applicable standards, and subscribe to

pharmaceuticals effects or other incidents. RO
liability insurance.
* There may be unfavorable changes in drug
Pharmaceutical pricing or other relevant aspects of the * We have a robust system of procedures with
regulation national health system or the government’s effective oversight.

health policy.

Infection risk

* We might need to suspend business if
executives or employees get infected.

* We adhere to government policy.

* We have introduced work-from-home
programs.

* We run temperature checks and provide
hand sanitizer.

* We provide a vaccination program to
employees in Japan who desire vaccination.

Transfer pricing
taxation and other
cross-border tax
risks

« Differences of opinion between tax
authorities might incur additional or double
taxation.

* We comply with each tax regime.
* We consult external experts.
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3. Financial position, operating results, cash flows

(1) Performance overview

This section describes the financial position, operating results, and cash flows of the group (Taiyo

Holdings and our consolidated subsidiaries) in the consolidated year under review.

1) Financial position

The table below shows year-on-year changes in assets, liabilities, net assets, as well as the main
factors for the changes.

Previous
consolidated
fiscal year
(millions of

Consolidated
fiscal year
under review
(millions of

Change
(millions of

yen)

Main factors
(Comparison with the end of the previous
fiscal year)

yen) yen)

Increases of 5,030 million yen in notes and
accounts receivable - trade, 1,474 million
yen in merchandise and finished goods, and
1,416 million yen in raw materials and
supplies

Decrease of 3,147 million yen in cash and
deposit

Current assets 92,937 98,766 5,828

Increases of 4,109 million yen in buildings
and structures, and 2,142 million yen in land
Decrease of 2,024 million yen in sales rights

Non-current assets 86,063 90,507 4,443

Total assets 179,001 189,273 10,271

Increases of 1,348 million yen in notes and
accounts payable — trade, 2,738 million yen
in short-term borrowings, 1,168 million yen
in accounts payable — other, 1,106 million
yen in income taxes payable, and 640 million
yen in deferred tax liabilities
Decrease of 5,804 million yen in long-term
borrowings (including current portion of
long-term borrowings)

Total liabilities 102,504 103,806 1,301

Positive factors: Recorded 11,803 million
yen in profit attributable to owners of parent,
and 3,436 million yen increase in the foreign
currency translation adjustment account
Negative factors: 4,547 million yen decrease
in dividends of surplus and 1,500 million yen
in treasury share purchases

Total net assets 76,497 85,466 8,969

Total liabilities

and net assets 179,001

189,273 10,271
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2) Operating results

Net sales for the consolidated fiscal year ended March 31, 2022 were 97,966 million yen (up 21.0%
year on year). Operating income was 17,958million yen (up 28.8% year on year), ordinary income
was 18,062 million yen (up 30.7% year on year), and profit attributable to owners of parent was
11,803 million yen (up 23.9 % year on year).

The results for each segment were as follows.

Electronics materials

Many rigid board materials sold better than they did last year. Examples include display
components, automotive related products, components for B2C applications, and smartphone
components. Of these, display components contributed significantly to an overall growth in sales
volume following an order for white Dry Film Type SR with high reflectivity for use as a backlight in
mini LED displays. Another contributor was automotive related products. Sales volume grew with
demand recovering from a low point in the previous year, when auto sales slumped amid the Covid-
driven economic malaise. Much of the upturn in demand came in the Q3, when automakers faced a
supply crunch in auto parts. Consequently, sales volume increased year on year.

Semiconductor package board materials sold well, as they did in the previous fiscal year, with
global demand for semiconductors continuing to increase. Sales volume grew year on year amid
strong growth in semiconductor markets. This market growth was driven by further advances in
performance and functionality in electronic devices and by higher capital investment in data centers
amid the shift toward 5G (5th-generation mobile communication systems). Another factor behind the
market growth was the massive spike in network traffic following the Covid-driven worldwide rise in
remote working.

The average USD/JPY exchange rate during the consolidated fiscal year under review was
1/112.9, compared to a rate of 1/106.2 in the previous year. With the yen depreciating 6.7 against the
dollar, our profitability improved.

The segment posted net sales of 71,093 million yen (up 33.9% year on year) and segment profit
of 17,082 million yen (up 52.4%).

Medical and pharmaceuticals

Taiyo Pharma Co., Ltd. achieved year-on-year net sales growth in its manufacture and sale of
pharmaceuticals. Sales volume grew following the completion of the process in which AstraZeneca
PLC’s Japanese subsidiary, AstraZeneca K.K., transferred to Taiyo Pharma Co., Ltd. rights to
manufacture and market four long-listed products in Japan. Additionally, sales of some of the products
affected from the fact that some of Taiyo Pharma Co., Ltd.’s peers stopped producing generic drugs.
These factors more than offset the impact of drug pricing reform.

On the other hand, Taiyo Pharma Tech Co., Ltd., experienced a downturn in its contracted
pharmaceutical manufacturing of therapeutic pharmaceuticals. One reason was that orders for
infection-related drugs fell amid shifts in consumer behavior associated with Covid curbs. Another
reason was the impact of production adjustments following changes in customers’ production
schedules.

The segment posted net sales of 23,467 million yen (down 4.4% year on year) and segment
profit of 2,400 million yen (down 37.4%).
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3) Cash flows

The following table shows the cash flows in the consolidated year under review as well as the
factors behind these cash flows.

Previous Consolidated
consolidated fiscal year
fiscal year under review Main factors
(millions of (millions of
yen) yen)
Cash inflows included 16,959 million yen in profit
Net cash provided by before income taxes, depreciation of 7,497 million yen;
(used in) operating 16,312 18,308 | Cash outflows included an increase in inventories of
activities (2,407) million yen and an increase in trade receivables
of (2,504) million yen
Net cash provided by Cash outflows included (9,134) million yen for
(used in) investing (11,603) (11,258) | purchase of property, plant and equipment and (1,211)
activities million yen for purchase of intangible assets.
Net cash provided by The cash inflow resulted from 5,600 million yen in
D ; long-term borrowings. Cash outflows included (11,469)
(used in) financing 19,755 (11,279) - X .
activities million yenin repay_mer}t pf Iong-te_rm borrowings and
(4,543) million yen in dividends paid.
Net increase (decrgase) in 25.194 (3,157)
cash and cash equivalents
Cash and cash
equivalents at end of 54,309 51,152

period

4) Production, sales contracts, sales results
a. Production volume

The following table shows segment specific production volume in the consolidated year
under review.

(Millions of yen )
Consoidag e yerunder vt | vearnyear 09

Electronics materials 57,242 148.8
Medical and pharmaceuticals 12,992 92.4
Segments combined 70,235 133.7
Other 1,472 98.8
Total 71,707 132.7

(Notes) 1. The monetary amounts above are based on sales prices, and they describe production volume prior to inter-

segment transfer pricing.

2. The figure for the medical and pharmaceuticals segment excludes consigned production.

b. Sales contracts

Since we rely primarily on estimated production volume, we have omitted the data on sales

contracts
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c. Sales results

The following table shows segment specific sales results in the consolidated year under

review.
(Millions of yen)
Comsit iy ndr oo |y anyear )

Electronics materials 71,093 133.9
Medical and pharmaceuticals 23,467 95.6
Segments combined 94,560 121.8
Other 3,405 102.0
Total 97,966 121.0

(Notes) 1. The monetary amounts above exclude inter segment transactions.

(2) How we appraise consolidated performance
In this section, we describe the criteria we use to evaluate the group’s business performance.

The forward-looking statements are based on information available to us as of the end of the
consolidated year under review.

1) Key accounting policies and accounting estimates

Our consolidated financial statements are based on generally accepted accounting principles in
Japan (GAAP). In compiling these statements, we rely on the accounting estimates and assumptions
described in two of the “notes on consolidated financial statements” in V. Financial Information,
specifically, “basic factors underlying our consolidated financial statement” and “key accounting
estimates.”

In our accounting, we have assumed that the COVID-19 impact will persist for some time. We
assume that there will be no significant impact at present. However, given the plethora of
uncertainties, the pandemic may potentially impact our financial position and business performance in
the next consolidated fiscal period.

2) Consolidated results and outlook
a. Consolidated results

See the “operating results” section in II. Trends and Outlooks 3. Financial position,
operating results, cash flows: (1) Performance overview.

b. Factors that significantly affect consolidated results

See “II. Trends and Outlooks 2. Business risks.”

c. Reserves and fluidity

Our financial policy is to maintain reasonable reserves for business activities, reasonable
fluidity, and a healthy balance sheet. We acquired our reserves from regular business operations,
bank loans, and other sources, and we feel that we have enough reserves for now. As of the end of
the consolidated year under review, our short-term and long-term borrowings amount to 78,153
million yen. There is no significant seasonal change in the amount of loans that our group requires.

As of the end of the period under review, we have retained a sum of 51,152 million yen in
cash and cash equivalents. This amount is primarily on a yen basis, but we also hold foreign
currency. The level of cash and cash equivalents we hold is approximately equivalent to 6.2
months of sales revenue. We feel that this level provides sufficient fluidity to enable our group to
conduct business. However, we understand we may lose some of our fluidity if a recession occurs
and causes markets to shrink or causes financial or currency markets to experience chaos. To
prepare for such an eventuality, we have signed an agreement for an overdraft facility of up to
24,147 million yen.
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d. Objective metrics we use to shape business policies and measure success

We have a long-term management plan covering the period from FYE March 2022 to FYE
March 2031. The strategy is titled Beyond Imagination 2030. The following table shows the key
performance indices and whether we met these targets.

KPI Target FYE Mar 2021 FYE Mar 2022
(reference)
Return on equity ratio 0 . 0 0
(ROE) 18% or higher 13.1% 14.6%
Dividend on equity o . 6.3% 5.1%
ratio (DOE) 5% or higher ) (achieved)

In the consolidated year under review, DOE, at 5.1%, surpassed the target of “5% or
higher” set in Beyond Imagination 2030 (the same target was set in our plan for the FYE 2018—
2021 period, NEXT STAGE 2020). On the other hand, ROE, at 14.6%, marked an improvement
from the previous year’s result (13.1%). The ROE target for 2030, as set out in Beyond
Imagination 2030, is “18% or higher.” To achieve this benchmark, we continue to grow our
existing segments (Electronic Materials, Medical and Pharmaceuticals) and expand into sectors
such as food and energy. Our efforts to build enterprise value will continue. Guided by Beyond
Imagination 2030, we will make our SR business more profitable, expand in non-SR PWB sectors,
and accomplish our strategic objectives for the medical and pharmaceuticals business. We will also
manage our capital dynamically, balancing generous shareholder returns with the need to maintain
the reserves necessary for adapting to market changes.

e. How we appraise the financial position and performance of each segment

See the “operating results” section in II. Trends and Outlooks 3. Financial position,
operating results, cash flows: (1) Performance overview.
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4. Key agreements
Nothing to disclose.
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5. Research & development

Guided by our management philosophy, we conduct our electronics materials business with the aim of
contributing toward an advanced information society and a more pleasant environment. To this end, we
facilitate research & development activities on insulating materials, conductive materials, and display
materials.

In the consolidated year under review, we spent a total of 3,611 million yen on research &
development—289 million yen more than in the previous year. The R&D spend in each segment was as
follows:

Electronics materials: 3,312 million yen
Medical and pharmaceuticals: 122 million yen
Other: 176 million yen

In this section, we describe the focal areas of research and the outcomes.

(1) SR

SRs are a mainstay of the group and are used extensively in rigid boards (PWBs with a rigid
insulated substrate) and package substrates (PWBs used as an interposer when mounting dies). The
performance requirements for these products grow tougher each year. Accordingly, in developing our
SRs, we emphasize communicating with clients effectively and streamlining the development process so
as to accommodate market demand in a timely manner.

Rigid boards

In developing solder resists for rigid boards, we focus on:

-SRs for high-density interconnection (HDI) substrates used in smartphones
Capitalizing on the rising demand for 5G telecom equipment, we have developed new materials with
low transmission loss ahead of our peers and we should start receiving orders from telecoms
manufacturers soon. Looking ahead, we anticipate that manufacturers will shift their preference from
liquid to dry film solder resists in an attempt to produce thinner materials. We have therefore started
developing a dry film solder resist and introducing it to customers.

-SRs for vehicle installation substrates
Across the globe, we see a rapid shift from conventional vehicles to hybrid and electric vehicles.
Amid this shift, solder resists for vehicle installation substrates are expected to perform an
increasingly diverse array of functions. They must withstand harsh conditions, and their thermal
cycling—the ability to cycle through two temperature extremes—is particularly important. By altering
the raw materials, we succeeded in producing a solder resist with the desired characteristics for next-
generation vehicle installation substrates. We managed to get this solder resist approved by the end
customer. We will also engage in open innovation by joining consortia.

SRs for package substrates

Package substrates are crucial for protecting semiconductor chips and ensuring the solid connections with
the semiconductors and performance. The package substrate market has grown, particularly for PCs,
smartphones and tablets, amid the rising demand for online services. Package substrates need solder
resists that can both insulate the circuit pattern and ensure the reliability of the package substrate. Our
solder resists are widely used in package substrates for major semiconductor devices. These include
central processing units, graphics processing units, application processors that control smartphones, and
DRAM and NAND flash memory. As smartphones become thinner, their parts are getting smaller and
more efficient. Amid this trend, a smartphone’s reliability will increasingly hinge upon the solder resists
used on its chips and other parts. A solder resist must demonstrate sufficient opening accuracy to be
compatible with the latest chips. It also necessary to enhance thickness accuracy and surface flatness to
ensure that the package substrate has a high degree of dimensional accuracy and connection reliability. To
meet these requirements, companies are increasingly using DF solder resists. DF solder resists can do
more than conventional liquid-based solder resists can. They benefit the package substrate makers whom
we supply, because they increase quality as well as productivity. Our DF solder resists can contribute to
the development of circuit technology for the 5G and IoT applications set to expand globally. Leveraging
our core technology, we aim to generate new value and to forge new markets by developing products with
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added function. In recent product development, for example, we are creating DF matt products with an
embossed surface that processes concavity and convexity on the surface.

Interlayer insulating materials

We have launched a range of dry interlayer insulation films that enable the highly integrated
wiring seen in recent package substrates. Amid the increasing demand for substrates for 5G
communications, we are developing interlayer insulating materials with low-dielectric properties and
getting them evaluated by customers. We are also working on photosensitive DF solutions for the next
stage in micro wiring. Additionally, we are developing encapsulant film by leveraging our knowhow in
interlayer insulation materials. Such efforts are increasing the uptake rate among customers. In this way,
we will continue to develop and market products that address emerging needs.

Photoimageable coverlay

As smartphones and tablets become lighter and thinner, the internal space where circuit boards are
installed is shrinking. This trend has prompted demand to shift from traditional rigid substrates to more
flexible and foldable substrates. Our photoimageable coverlay enables fine processing and mechanical
properties such as heat resistance and flexibility, and it is seeing use in a number of electronics
applications, including smartphone cameras. We will continue to expand the applications for the new
material by working on technical solutions in a wide range of fields.

Conductive adhesives

We developed anisotropic conductive adhesives (adhesives that can be cured quickly at low
temperatures) for bonding substrates used in smartphones, tablets, and similar devices. The use of
soldering powder as conductive particles provides better bonding reliability, while altering the solder
powder’s particle diameter enables the adhesive to adapt to the electrode shape. We are aggressively
working customer evaluation by differentiating the product from the anisotropic conductive films which
are already in the market.

Materials for wearable devices

The market for wearable devices is emerging, particularly in the healthcare sector—where there
are now a number of applications. Wearable devices in this sector include in-body devices such as skin
patchables. Such devices must be stretchable. Hence, our stretchable conductive materials have started
being used in the devices.

Inkjet solder resist

We have started mass producing an inkjet coater-compatible solder resist after a customer decided
to use the product in its automotive rigid boards. An inkjet coater significantly streamlines the coating
process, thus minimizing substrate production costs as well as carbon footprint. We will continue to
develop applications for flexible boards, the markets for which are set to expand. We are developing
inkjet coater-compatible products for a range of applications in addition to solder resists, including
marking ink, plating resists, etching resists, and display materials.

Display materials

Manufacturers are using mini LED and micro LED displays to meet the demand for displays that
are high resolution, high brightness, and energy efficient. Our group has developed reflective material for
backlight units in LED displays. We are supplying to the market LED reflectors (for enhancing or
sustaining the display’s brightness) that can be produced by liquid or dry films or by the inkjet coating
process. Our high-gloss dry film and high-gloss liquid film are being used in numerous backlight units for
LED displays. We are also developing shielding material for LED displays. This shielding material uses a
black matrix to prevent backlight leakage and RGB color contamination. We are working on material that
can be produced using both the conventional process as well as the more efficient and environmentally
friendly inkjet coating process. Our stretchable conductive materials have garnered interest for their
potential application in foldable displays.
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I1l. Our Facilities

1. Capital investment overview

In the consolidated year under review, we invested a total of 11,511 million yen in property, plant and
equipment, as well as in software. The investments were primarily for renewing or developing production and
research facilities.

The following table shows the breakdown of the capital investments.

Segment Yea.r qnder review
(millions of yen)
Electronics materials 3,222
Medical and pharmaceuticals 6,279
Other 331
Trans segment (Note) 1,678
Total 11,511

(Note) Primarily related to the holding company (company filing the consolidated financial statements).

2. Key facilities
(1) Filing company (Taiyo Holdings Co., Ltd.)
As of March 31, 2022

Carrying amount (millions of yen)
Facilit Facilit ;
( Addres};) Segment descripti}(])n Buildings and le\d?lcihrl;lzz’ Land Other Total Employees
structures quipment, (m?) *Note 4
and vehicles

Ranzan-Kitayama
Facility - Rented office, 2,025
(Ranzan-machi, Hiki- *Note 2 | factory 2,69 B (33,410) A 443 18
gun, Saitama) *Note 3
Ranzan Facility .
(Ranzan-machi, Hiki- ~ | R&D facility 1,662 0 296 110| 2,069 51

*Note 2 (12,528)
gun, Saitama) ote ’
Head Office - General
(Toshima-ku, Tokyo) *Note 2 | headquarters 449 B B 87 337 8
Marunouchi Kitaguchi
Building -
(Chiyoda-ku, Tokyo) *Note 2 Office 209 - - 31 241 B
*Note 3
Former Head Office 370
Building N Office 137 - 0 507 -
(Nerima-ku, Tokyo) Note 2 (801)

_ 43
Other *Note 2 Land, etc. 48 — (2.387) 13 105 -
otes) 1. Carrying amount excludes construction in progress.

Not 1. Carrying t exclud truct progr

2. We do not include the filing company’s assets in reportable segments.
3. Ranzan Kitayama Facility and Marunouchi Kitaguchi Building serve primarily as offices for domestic
subsidiaries. We rent them out to the subsidiaries.4.
furniture, and fixtures.
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(2) Domestic subsidiaries

As of March 31, 2022

Company Facility Facility . o
name (Address) Segment description Carrying amount (millions of yen) Employees
oy Machinery,
Buildings equipment,| Land Other
and ) " Total
and (m?) Note 2
structures .
vehicles
Head Office Electronics Office,
(Ranzan-machi, . factory, R&D 262 469 - 4041 1,136 237
materials
Hiki-gun, Saitama) facility
Taiyo Ink | Kitakyushu Plant Electronics
Mfg. Co., | (Kitakyushu-shi, materials Factory 2,569 392 - 108| 3,071 38
Ltd. Fukuoka)
Ranzan Facility . .
(Ranzan-machi, Erlnegttéfizi(s;s le:{t(chD facility, - 8 - 0 8 19
Hiki-gun, Saitama) ’
Head Office Office, 306
(Nihonmatsu-shi, Other factory, R&D 493 141 (62.260) 20 963 49
Fukushima) facility ’
Taiyo Fine | Urawa Plant 50
Chemicals | (Saitama-shi, Other Factory 38 52 (989) 4 145 10
Co., Ltd. Saitama)
Tokyo Sales Office
(Toshima-ku, Other Office - - - 0 0 6
Tokyo)
Office,
Head Office factory,
(Ranzan-machi, Other power 9 25 - 2 37 36
Hiki-gun, Saitama) generation
facility
Ranzan Floating Power
Solar Plant . Other generation 0 324 - - 325 -
(Ranzan-machi, Facili
Hiki-gun, Saitama) ty
Ranzan Onuma Power
Floating Solar Plant Other | generation 0 72 - - 72 -
(Ranzan-machi, facili
Hiki-gun, Saitama) ty
Green I Oatll}gh N zll(rak an Other | generation - 215 - -| 215 -
Energy Co., (Inami-cho, 0- facility
Ltd. gun, Hyogo)
Uozumiike-
Kusatani Floating Power
Solar Plant (Inami- Other generation - 348 - - 348 -
cho, Kako- gun, facility
Hyougo)
Kobayashiike
Floating -Solar Power
Plant Other generation - 122 - - 122 -
(Yamatokoriyama- facility
shi, Nara)
Hosoike Floating Power
Solar Plant Other generation - 494 - - 494 -
(Yoro-cho, Yoro- Facili
gun, Gifu) ty
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Company Facility Facility . o
name (Address) Segment description Carrying amount (millions of yen) Employees
oy Machinery,
Buildings equipment,| Land Other
and > Total
and (m?) *Note 2
structures .
vehicles
Hayashiike Floating Power
Solar Plant Other generation - 158 - - 158 -
(Nissin-shi, Aichi) facility
Hiraike Floating
Solar Plant Power
Other generation - 235 - - 235 -
(Yoro-cho, Yoro- facili
gun, Gifu) ty
SijukusinnikeFloati Power
ng Solar Plant Other generation - 269 - 0 269 -
(Iga-shi, Mie) facility
Tai Shirainuma
Galyo Reservoir Floating Power
reen Solar Plant Other generation - 124 - - 124 -
Energy Co., . - o
(Kawajima, Hiki- facility
Ltd. .
gun, Saitama)
Asama Reservoir Power
Floatm.g Solar.Pyant Other generation - 124 - - 124 -
(Kawajima, Hiki- o
. facility
gun, Saitama)
Taiyo .
Head Office Medical and
Pharma 1 p 1 oicukicshi, | pharmaceuti| OHS% so83|  2807|  2:1% 543| 19,130 347
Tech Co., factory (65,865)
Osaka) cals
Ltd.
Odaike Hydro-Solar
Mega Solar | Plant Power .
. Other generation - 791 - - 791 -
23 (Takamatsu-shi, facili
Kagawa) ty
Miyamaike Hydro- Power
g/éega Solar Solar Plant Other | generation - 805 - - 805 -
(Takamatsu-shi, facility
Kagawa)
(Notes) 1. Carrying amount excludes construction in progress.
2. “Other” in the carrying amount indicates tools, furniture, and fixtures.
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(3) Overseas subsidiaries

As of March 31, 2022

Carrying amount (millions of yen)
Company Facility Segment Facility o Machinery,
name (Address) name description | Buildings equipment,| Land Other Employees
and 5 " Total
and (m?) Note 2
structures vehicles
Taiyo Ink . . | Office,
(Suzhou) | Suzhou Jiangsu | Electronics 1o 0 oy 454 1,323 - 136| 1,914 246
Province, China materials o
Co., Ltd. facility
Taiwan Guanyin District, Electronics Office, 746
Taiyo Ink | Taoyuan City, terial factory, R&D 2,711 385 (11,846) 76( 3,919 128
Co.,Ltd. |Taiwan MAEas g cility ’
Onstatic Yingge District, Electronics Office, 39
Technology | New Taipei City, material factory, R&D 11 11 (170) 4 67 94
Co.,Ltd. |Taiwan Atenals 1 facility
Onstatic
New Xinyu, Jiangxi Electronics Office,
Material YU, Jlangx MES | factory, R&D 948 187 - 63| 1,199 91
. . Province, China materials o
(Jiangxi) facility
Co., Ltd.
Taiyo Ink . .
Ansan-si, Gyeonggi . | Office,
Mfg. Co, | b vince, South | CASCLrONCS | g tory, R&D 1,130 102 209 24| 1,666 128
(Korea) K materials facili (10,185)
Ltd. orea acility
Taiyo Carson City, . | Office,
America, Nevada, United Electrqmcs factory, R&D 67 39 A4 3 154 39
materials (17,038)
Inc. States facility ’
Taiyo Ink Electronics Office,
Vietnam Hanoi, Vietnam terial factory, R&D 520 377 - 121 911 23
Co., Ltd. Matenals | g cility
(Notes) 1. Carrying amount excludes construction in progress.

2.

“Other” in the carrying amount indicates tools, furniture, and fixtures.
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3. Capital investment plans

We and our consolidated subsidiaries indicate planned invest figures separately for each segment.

For the one-year period following the consolidated year under review, we plan to invest in property,
plant and equipment, as well as in software (building new facilities or developing existing ones) totaling
13,300 million yen. The following table shows the segment breakdown.

Planned investments

(fiscal year ended .
Segment March 31, 2023) Main purposes Source of funds
(millions of yen)
Electronics materials 3,400 Acquire facilities and other physical Self—fupded,
assets borrowings
Medical and pharmaceuticals 8,100 Acquire facilities and other physical Self—fupded,
assets borrowings
Other 200 Acquire facilities and other physical Self—fupded,
assets borrowings
Trans segment (primarily
Taiyo Holdings Co., 1.600 Acquire facilities and other physical | Self-funded,
Ltd.—i.e., the holding and ’ assets borrowings
filing company)
Total 13,300

(Note) Primarily related to the holding company (company filing the consolidated financial statements).
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IV. The Filing Company
1. Share information
(1) Number of shares
1) Total shares

Class Total shares authorized to be issued
Common shares 100,000,000
Total of shares held 100,000,000

2) lssued shares

. Stock exchanges where the
h Shares outstanding h i
Class Issued shares as of filing date shares are isted . Description
(as of March 31, 2022) (as of June 20, 2022) (or authorized financial
’ instruments associations)
Tokyo Stock Exchange (TSE) Number of
First section (as of end of year shares per unit:
Common shares 58,083,128 58,083,128 under review) 100
Prime market (as of date filed) (*Note 1)
T"ta'}f’eﬁcslhares 58,083,128 58,083,128 - -

(Notes) As resolved by the Board of Directors on July 1, 2021, we issued 43,062 new shares on July 16, 2021, to
provide for the restricted stock system and performance linked remuneration. The details are as follows.

(1) | Pay-in date July 16, 2021

(2) | Number and class of shares | 43,062 shares of common stock

(3) | Issued price of shares 5,250 yen per share

(4) | Amount of funds raised 226,075,500 yen

15,862 shares for the transfer-restricted stock compensation will be
allotted with specified transfer restrictions

27,200 shares for performance-linked stock compensation will be
allotted in third party allotment

(5) | Offering / allotment method

Allotment with specified transfer restrictions: Allottees exchange
(6) | Contribution method monetary claims for the shares
Third party allotment: Allottees purchase the shares by cash

Allotment with specified transfer restrictions:
Three executive directors of Taiyo Holdings to receive total of
15,862 shares

Third-party allotment:
Three executive directors of Taiyo Holdings to receive total of
27,200 shares

(7) | Allottees
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Stock options
1) System of stock options
Nothing to disclose.

2) Shareholder rights plan
Nothing to disclose.

3) Other stock options-related information
Nothing to disclose.

(3) Convertible bonds with equity purchase warrants
Nothing to disclose.
(4) Outstanding shares and share capital
Increase Increase
Increase . Balance of . Balance of
. Balance of (decrease) in . (decrease) in :
(decrease) in . ! share capital . capital surplus
Date . outstanding share capital L capital surplus e
total outstanding e (millions of o (millions of
shares (millions of (millions of
shares yen) yen)
yen) yen)
July 14, 2017 24,094| 28,865,194 60 9,232 60 10,199
Note 1
July 20, 2018 45242 28,910,436 99 9,331 99 10,299
Note 2
July 16, 2019 59211| 28,060,647 % 9,428 % 10,395
Note 3
July 16, 2020 28.855| 28,998,502 71 9,499 71 10,467
Note 4
July 16, 2021 43062 29,041,564 113 9,612 113 10,580
Note 5
October 1, 2021 20,041,564 | 58,083,128 - 9,612 - 10,580
Note 6
(Notes) 1. Share capital and capital surplus both increased by 60 million yen after we offered additional shares as part
of specified transfer restricted share compensation.
Specified transfer restricted share compensation
Issue price: 5,060 yen
Paid in capital: 2,530 yen
Allottee (title): Eiji Sato (President and CEO), Takayuki Morita *Note 1,
Eiji Takehara (Director), Hitoshi Saito (Director), Takao Miwa *Note 1
2. Share capital and capital surplus both increased by 99 million yen after we offered additional shares as part
of specified transfer restricted share compensation and performance linked remuneration.
Specified transfer restricted share compensation, third party allotment method
Issue price: 4,410 yen
Paid in capital: 2,205 yen
Allottee (title): Eiji Sato (President and CEO), Takayuki Morita *Note 1,
Eiji Takehara (Director), Hitoshi Saito (Director), Takao Miwa *Note 1
3. Share capital and capital surplus both increased by 96 million yen after we offered additional shares as part

of specified transfer restricted share compensation and performance linked remuneration.
Specified transfer restricted share compensation, third party allotment method

Issue price: 3,250 yen
Paid in capital: 1,625 yen
Allottee (title): Eiji Sato (President and CEO), Takayuki Morita *Note 1,

Eiji Takehara (Director), Hitoshi Saito (Director), Takao Miwa *Note 1
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4. Share capital and capital surplus both increased by 71 million yen after we offered additional shares as part
of specified transfer restricted share compensation and performance linked remuneration.
Specified transfer restricted share compensation, third party allotment method

Issue price: 4,970 yen
Paid in capital: 2,485 yen
Allottee (title): Eiji Sato (President and CEO), Takayuki Morita *Note 1,

Eiji Takehara (Director), Hitoshi Saito (Director), Takao Miwa *Note 1
* Note 1: The allottee resigned as director on June 20, 2020.

5. Share capital and capital surplus both increased by 113 million yen after we offered additional shares as
part of specified transfer restricted share compensation and performance linked remuneration.
Specified transfer restricted share compensation, third party allotment method

Issue price: 5,250 yen
Paid in capital: 2,625 yen
Allottee (title): Eiji Sato (President and CEO), Eiji Takehara (Director), Hitoshi Saito (Director)

6. This was a result of a 2-for-1 stock split.
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(5) Share ownership
As of March 31, 2022

Number of shareholders (100 share units)

- - : Fractional

Class of shares ggglo SSLIC:E Financial ”fsltr: 3?;2?\15 Other Overseas Individuals, 'I;c;}t;rlecs)f shares
organizations Institutions operators organizations Organizations Individuals Other held

Number of - 38 28 61 175 10 5273 | 5,585 -
shareholders
Egltgl share units —| 142281  3787|  222,959 98,093 68| 113283 | 580,471 | 36,028
(O%W)“e“hlp ratio - 24.51 0.65 38.41 16.90 0.01 19.52 | 100.00 -

(Notes) 1. Ofthe 1,728,465 treasury shares, 17,284 share units are under “Individuals, Other,” and 65 shares are
under “Fractional shares.”
2. The total share units held by “Other organizations” includes two units held in the name of Japan Securities
Depository Center, Inc.
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(6) Major shareholders

As of March 31, 2022

Shares held

% of outstanding

Name of |qd|v_|dual or Address (1,000 share share_s
organization . (excluding
units)
treasury shares)
DIC Corporation 35-58 Sakashita 3-chome, Itabashi-ku, 11,234 19.94
Tokyo, Japan
Kowa Co., Ltd. 4-8 Nakamura-kita 3-chome, Nerima-ku, 7273 12.91
Tokyo, Japan
The Master Trust Bank of Japan, MTBJ Building, 2-11-3 Hamamatsucho, 6.165 10.94
Ltd. (manages our trust account) Minato-ku, Tokyo, Japan ’ '
. 190 Elgin Avenue, George Town, Grand
Misaki Engagement Master Fund Cayman, KY 1 9005, Cayman Islands 3,095 5.49
Custody Bank of Japan, Ltd. 8-12 Harumi 1-chome, Chuo-ku, Tokyo, 7 885 512
(manages our trust account) Japan ’ ’
SMBC Trust Bank Ltd. (shares
entrusted to Sumitomo Mitsui 3-2 Marunouchi 1-chome, Chiyoda-ku,
. . . 2,232 3.96
Banking Corporation retirement Tokyo, Japan
benefit trust account)
Shikoku Chemicals Corporation 8-537-1 Doki-cho-higashi, Marugame- 1,490 2.64
shi, Kagawa, Japan
Toshin Yushi Co., Ltd. 5-14-11 Umeda, Adachi-ku, Tokyo, Japan 1,077 1.91
The Bank of New York Mellon 240 Greenwich Street, New York, NY 1.052 1.87
140042 10286, U.S.A. ’ ‘
Takato Kawahara Nerima-ku, Tokyo, Japan 804 1.43
Total of shares held — 37,310 66.21
(Notes) 1. Of the 6,165 thousand shares held by The Master Trust Bank of Japan, Ltd., 6,034 thousand pertain to the

trust account we keep with this bank.

2. Of the 2,885 thousand shares held by Custody Bank of Japan, Ltd., 2,869 thousand pertain to the trust
account we keep with this bank.
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(7) Voting rights
1) Issued shares
As of March 31, 2022

Class of shares Number Voting rights Description

Non-voting shares - - _

Voting shares: treasury shares - - _

Voting shares: other — - _

Full-voting shares: treasury, etc. Common shares 1,933,800 2,054 *Note 1
Full-voting shares: other Common shares 56,113,300 561,133 *Note 2
Fractional shares Common shares 36,028 - *Note 3
Total issued shares 58,083,128 - -
Total voting rights - 563,187 -

(Notes) 1. We hold 1,728,400 of these shares directly. The remaining 205,400 are held by The Master Trust Bank of
Japan, Ltd. (in the ESOP trust).

2. Of the 56,113,300 common shares, 200 are held in the nhame of Japan Securities Depository Center, Inc.
The center holds 2 of the 561,133 voting rights pertaining to the 56,113,300 common shares.

3. Of the 36,028 fractional shares, we hold 65 and The Master Trust Bank of Japan, Ltd., holds 20 (in the
ESOP trust).

2) Treasury shares
As of March 31, 2022

0
Name of person or Shares held | Sharesheld | Total shares % Of.
R Address . . outstanding
organization in own name in trust held shares

388 Ohkura, Ranzan-
Taiyo Holdings Co., Ltd. | machi, Hiki-gun, Saitama 1,728,400 205,400 1,933,800 3.33
355-0222, Japan

Total of shares held — 1,728,400 205,400 1,933,800 3.33

(Notes) 1. The above amounts exclude 85 factional shares (20 of which are treasury shares that we have entrusted to
The Master Trust Bank of Japan, Ltd. for the ESOP trust).
2. Reason for holding shares in trust: They are held in trust as part of our ESOP.
The trustee is The Master Trust Bank of Japan, Ltd. (address: MTBJ Building, 2-11-3 Hamamatsucho,
Minato-ku, Tokyo, Japan).
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(8) Employee stock ownership
1) Overview of employee stock ownership plan

Since we want our employees to dedicate themselves to improving our mid-to-long term
corporate value, we have introduced an ESOP and a trust to administer it.

ESOPs are common forms of employee ownership in the US. By adopting the ESOP model, a
company can offer a greater amount of stock compensation to its employees.

The Company will establish a trust into which it will contribute funds for the acquisition of the
Company’s stock, of which the beneficiaries will be employees of the Company who meet certain
criteria. The trust will acquire stock of the Company from the Company or from the market in the
number expected to be delivered to employees of the Company based on the regulations for the
delivery of stock established in advance. Following this, the trust will deliver stock of the Company
to employees for no consideration, in accordance with the regulations for the delivery of stock, based
on the eligibility of the Company’s employees during the trust period and other such criteria, during
the period in service of such employees. As the full amount of the acquisition funds for the stock of
the Company to be acquired through the trust will be contributed by the Company, there will be no
contribution to be made by employees of the Company.

With an ESOP trust, our employees benefit financially when our stock price rises. Therefore,
they will keep our stock price in mind as they go about their duties and work all the harder. Another
benefit of an ESOP trust is that the voting rights from the shares underlying the trust property are
exercised in way that reflects the will of the recipient employees. In this way, the ESOP trust
encourages the employees to participate in management and thus help boost the corporate value.

2) Total number of shares we expect employees to receive
205,420 shares

3) Beneficiaries of the ESOP trust and those who eligible for related benefits

Employees who meet the beneficiary requirements.
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2. Treasury share purchases

Classes of shares

We purchase common shares as defined in Article 155-3 of the Companies Act, and common shares as

defined in Article 155-7 of said Act.

(1) Purchases approved by General Shareholders’ Meeting

Nothing to disclose.

(2) Purchases approved by Board of Directors

Total purchase price

Class of shares Number
(yen)
Purchase plan approved on March 22, 2021
(Purchase period: March 23, 2021 to March 17, 2022) 550,000 1,500,000,000
Treasury stock purchased before the fiscal year under review - -
Treasury stock purchased during the fiscal year under review 464,400 1,499,689,985
Outstanding approved purchases 85,600 310,015
Unexercised portion as of end of the fiscal year under review
) 15.6 0.0
(%)
Treasury stock purchased during purchase period - -
Unexercised portion as of filing date (%) 15.6 0.0
Class of shares Number Total purchase price
(yen)
Purchase plan approved on March 18, 2022
(Purchase period: March 22, 2022 to March 16, 2023) 1,000,000 1,500,000,000
Treasury stock purchased before the fiscal year under review - -
Treasury stock purchased during the fiscal year under review - -
Outstanding approved purchases 1,000,000 1,500,000,000
Unexercised portion as of end of the fiscal year under review 100.0 100.0
(%)
Treasury stock purchased during purchase period - -
Unexercised portion as of filing date (%) 100.0 100.0
(3) Purchases approved by neither of the above
Class of shares Number Total purchase price
(ven)
Treasury stock purchased during the fiscal year under review 287 868,789

Treasury stock purchased during purchase period

(Notes) 1. The number and purchase price reflect the impact of the 2-for-1 stock split enacted on October 1, 2021.
2. Treasury purchased during purchase period excludes factional share purchases occurring between June 1,

2022, and the date we filed this annual securities report.

3. The amount of treasury shares purchased excludes treasury shares that the ESOP trust acquired.
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(4) Treasury shares disposed, treasury shares held

Class of shares

Fiscal year under review

Purchase period

Number

Total disposition
value

(yen)

Number

Total disposition
value

(yen)

Treasury stock for which we solicited
subscriptions

Treasury stock we disposed of

Treasury stock we transferred as part
of a merger, stock swap, or split

Other:
Treasury stock we purchased for
ESOP trust

62,240

113,294,845

620

1,128,579

Treasury shares we continue to hold
*Note 1

1,933,885

1,933,265

(Notes) 1. The number and purchase price reflect the impact of the 2-for-1 stock split enacted on October 1, 2021.
2. “Treasury shares we continue to hold” includes shares in our ESOP trust, which we purchased as follows:
Year under review: 205,420 Purchase period: 204,800
The amount of treasury shares held in the ESOP trust during the Purchase period includes those shares that
we transferred from the trust to employees between June 1, 2022, and the date we filed this annual

securities report.

3. The treasury shares we continued to hold during the Purchase period does not reflect any purchases or
transfers of fractional shares occurring between June 1, 2022, and the date we filed this annual securities

report.
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3. Shareholder returns

Returning profits to shareholders is a top priority for us. We deliver high returns to shareholders
consistently and sustainably. With dividend on equity ratio as our long-term benchmark for shareholder
returns, we aim to maintain a dividend on consolidated equity ratio of 5% or more over the long term.

Guided by this policy, we have set the dividend for the fiscal year under review at 69.55 yen per share
(139.10 yen *), with a dividend on equity of 5.1%. This includes a mid-term (end of second quarter) dividend
of 32.55 yen per share (65.10 yen*) and an end-of-term dividend of 37.00 yen per share (74.00 yen*).

For the next fiscal year, we plan to pay a dividend of 74.00 yen per share (148.00 yen *), 4.45 yen
higher than that for the year under review. This includes a mid-term dividend of 37.00 yen (74.00 yen *) and an
end-of-term dividend of 37.00 yen (74.00 yen).

The following table shows the dividends of surplus for the fiscal year under review:

Total dividend Dividend per share
Date resolved o
(millions of yen) (yen)
November 5, 2021 .
(resolved by Board of Directors) 1,849 32.55(65.10%)
June 18, 2022 .
(resolved at AGM) 2,085 37.00 (74.00%)

(Notes) A 2-for-1 stock split was conducted on October 1, 2021.
The figures marked with an asterisk indicate the value when the impact of the stock split is
discounted.
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4. Corporate governance

(1) Outline of corporate governance system

1) Our basic approach to corporate governance

Our management philosophy and basic management policies describe the kind of group we strive to
be, and they underlie everything we do as a group.

These texts clarify our management philosophy, which is to keep improving the quality of our
technologies in an effort to make a better, more pleasant world. They also clarify our basic approach
to achieving this management philosophy, which is to continually refine every technology of the
group so that we can deliver innovative products as well as existing/established ones.

Our basic management policies state the following:

In pursuing our corporate values, we will also fulfill our corporate social responsibility—this
includes complying with the law, protecting the environment, developing a thorough quality
management system, and contributing to society. In other words, we make corporate social
responsibility, as well as making a profit, a core part of our corporate values.

A listed company will only achieve sustained growth if it enjoys the trust and support of its
stakeholders. We understand that we can only realize our management philosophy and basic
management policies if we make our business processes transparent, clearly delineate
responsibilities, and disclose information forthrightly.

2) Corporate governance structures and the reasons for adopting them

Outline of corporate governance structures

Boards

Our Board of Directors and our Audit and Supervisory Board lie at the core of our corporate
governance system. The members of each board are elected by shareholders. The Board of Directors
serves two key roles:

- Deliberates on and resolve business matters

- Supervises the CEO’s execution of business

Executive officers

We adopted an executive officer system to energize the Board of Directors and streamline the
decision-making process. Executive officers, by exercising discretionary power over a wide range
of business matters, help us adapt swiftly to changes in the business climate.

Compensation Advisory Committee
Advises the Board of Directors and the Audit and Supervisory Board on how much compensation to
pay to directors and executive officers.

Nomination Advisory Committee
Advises the Board of Directors on whom to nominate as director and Audit and Supervisory Board
member candidates.

To ensure the independence of both committees, the majority of members are independent outside
directors, and the chair is appointed from among the independent outside directors. The following
figure shows the relationships between the above bodies, and the table below shows the members of
the two committees.
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General Shareholders’
Meeting

Compensation
Advisory Committee

Board of Corporate

Board of Directors Auditors

Nomination Advisory
Committee

President and CEO

Executive Officers

Members of the Compensation Advisory Committee

Members of the Nomination Advisory Committee

Chair  Asako Aoyama (outside director)
Eiji Sato (President and CEO)

Masayuki Hizume (outside director)

Chair  Keiko Tsuchiya (outside director)
Eiji Takehara (director)
Yumiko Kamada (outside director)

Ikumi Sato (outside audit)

* Why we have this system

We aim for a modern, advanced form of corporate governance, and we always look for ways
to improve our system including considering “companies with an audit and supervisory committee”
(kansa-to-i’inkai secchi kaisha). At this point in time, the traditional Japanese kansayaku system can

function more reliably for us, but we
structure in the future.

3) Other corporate governance matters

will keep open the possibility of adopting the corporate

* Internal controls and risk management

The Companies Act and the Ordinance for Enforcement of the Companies Act specify certain
compliance matters for which companies should develop structures and measures. Described below

are the structures and measures that we have developed for each compliance matter.

Rules and measures for ensuring that directors and employees perform their duties in compliance with

laws and the Articles of Incorporation

a. We have established the CSR Philosophy and Code of Conduct, and we make sure that our
directors and employees fully understand the contents.

b. We have provided the following rules to delineate the duties and authority of directors and
employees and enhance mutual checks and balances: the Board of Directors Regulations,
Regulations of Segregation of Duties, Duties and Powers Chart, and Regulations on Internal

Memos for Approval.

c. We have established the Office of Internal Audits, which is independent of executive influence.

The office reports the results of its audits to the Board of Directors, the Board of Corporate
Auditors, and, if necessary, to our accounting auditors.

d. We provide a whistleblowing system through which employees can contact an internal officer or

external attorney.
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c.

f.

We designate one of our directors as compliance officer. An ethics committee (consisting of
directors, Audit & Supervisory Board members, and employees) reviews important matters
involving ethical and legal compliance. We also elect ethics officers from among employees.

The compliance officer regularly reports to the Board of Directors about the state of ethical and
legal compliance.

Rules and measures for protecting and managing records of the duties directors perform

In accordance with our record-keeping rules, we keep physical and digital records of the duties

our directors perform. Directors and Audit and Supervisory Board members can access these records
at any time.

Rules and measures for managing the risk of loss

a.
b.

We designate one of our directors as a risk manager.

Where it pertains to routine workflows, the risk is evaluated and managed by the business
division specified in the risk management guidelines. If necessary, a risk management committee
will be formed to manage (mitigate and prevent) risks across the group.

During an emergency, information is reported and action taken according to the risk management
guidelines and risk escalation procedures. If necessary for minimizing damage and loss, we will
establish an emergency taskforce to coordinate emergency responses.

Rules and measures for ensuring that directors perform effectively

a.

The Board of Directors holds regular monthly meetings (some meetings are merged into a
meeting of an adjacent month) and irregular meetings as necessary. Directors engage in these
meetings actively, stating their opinions on important business matters.

We have provided the following rules to delineate directorial responsibilities and executive
processes: the Board of Directors Regulations, Regulations of Segregation of Duties, and Duties
and Powers Chart.

We hold directors accountable for achieving our annual and medium-term business plans as well
our organization-specific missions and medium short-term goals.

Rules and measures for ensuring appropriate work processes throughout the company and its

subsidiaries

a.
b.

We assign a director to each of our major subsidiaries to provide management guidance.

We have the Executive Council, which consists of our executive officers and representatives of
the subsidiaries. The council holds regular quarterly meetings in which it reviews group-wide
matters.

While we allow our subsidiaries to manage themselves to some extent, we also maintain careful
stewardship of them. We do this by exercising discretionary powers and requiring the
subsidiaries to report to us (as per Subsidiary Management Regulations and Duties and Powers
List Shared with Subsidiaries).

Our subsidiaries are audited as necessary by members of the Office of Internal Audits, Finance
and Accounting Department, Audit & Supervisory Board, as well as by the accounting auditors
during their audits.

We established the CSR Philosophy to ensure that the directors and employees of our
subsidiaries perform their duties in compliance with laws and the Articles of Incorporation. This
philosophy applies throughout the group, and it shapes the particular rules of each group
company.

Rules and measures concerning employees who assist the “Kansayaku-kai” (in our case, the Audit and

Supervisory Board) if it requests such assistants and rules and measures for ensuring that such

employees are independent of directors

a.

We designate employees to assist the Audit and Supervisory Board as the board requests. Such
employees serve the board exclusively and act under its command.

We obtain the consent of the Audit and Supervisory Board toward any performance evaluations
of these assistants.
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Rules and measures concerning reports that directors and employees provide to the Audit and
Supervisory Board; other rules and measures concerning reports to the Audit and Supervisory Board

a. Directors, in addition to their mandatory reporting, report to the Audit and Supervisory Board
any breaches of a law or the Articles of Incorporation, or any material circumstances that impact
our performance or that of a group company.

b. Employees can report directly to the Audit and Supervisory Board any breaches of a law or the
Articles of Incorporation, or any material circumstances that threaten to damage us or a group
company. We strictly uphold whistleblower anonymity, and we do not allow whistleblowers to be
maltreated by reason of their reporting.

Other rules and measures for ensuring that the Audit and Supervisory Board audits/supervises
effectively
a. Audit & Supervisory Board members attend meetings of the Board of Directors, the Executive
Council, and other important bodies. They also access important records concerning work and
business operations and question directors and employees