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MBI M I EERR, SANAMBRIINTLERBLHE,



[BETAHERRGRER MR AR RK]
ARABRUPHEET R RFIRROU2019E3 831 H AL BV B EERE
ERER BEHFEERA. AHELFEREHREOEFR BIREARENRE M
EEMNDELS, SEMERMERE (RESISRFNIRE, RERRAR
MITERE) | TEHRMRE. FE, MITEAERARECRR LR NE
AT, BREBRHLMRD R,

[HEAR]
OIMER M BE
= RIBEAE R FIRET. RS RIRAIR AT P i R RO 80/ AR AR AR A
X3 (Rl FEB)
(%) HEERN=2016F3/31BNALBEERDNEBERZHKEN

OX FEMARFNIR T IR
= TRERMNERE X ( (FBEBRERE X ZEEBRN D A F)) 2R
EEFEXET)
X BUE BRI AR BE B IRAT R ACEER100%, XREHKEEREN
SEE, BABEN0%E120%ZH.

¥ BL201953A 31 B A #E I B MM BFERBER T
HEKA 1,20012H7T
EFE 14012H 7T
ROE 6%

FARANBMARERMNNEBRHO2H, NWERAHRABET6AK (RIE
201766 R29H BN BB EMBRREAR RN ) K ER. EBMRETEHIH
B BRONDERBEHNTESEFERAABNE RITRE 28HE AL
% EPRB M T ARG R MR R th R AR R HEL B T R R IR
[FHIBER B R F4]
RIBAGE, £EAMHREEFRENTHEORVEZENERT, BYREG&
EXBALBREBBRDIIRAM .
- AT E A EAR AE 0 R RAE A
- E—ERIAREEETH
- HAZINPI AR B4 RN 5l EE O B RO PR FR ROt
1) WMEEAHRATRRERGRERSNERT, BIRERENENEESE
HATANOHE, KEARBEEERD.
2) MEEAMBRATEREMFRFRSNERT, WRREETFHUATEN
NHE, RYARBEEBEN.
3) UMGARFESHBRABTIECERRENERT, NEXKEEF, K
RIBEEFHAMENOIDER MR, EERENNAXTEBRH RN
Rt EArS N M T RS R FNREE,

W4k (HEEFEH)

ATHEHAREFEANRSROKRE, MRER
RRASAR, NREBENEREM, TAEF
7,200 BTTMUA, BEFEEHKRBERESZSGRIERSG
REIHIBURTE -

IR I M

AT REMARSHKLBE, HHREMERI%
(Rt SN TRE8) |, 2017 F IR S HISEK
MHERBAREE T DERE, H2018F5AMAFTH
maRa L, RETNABERIRE,. NREMTERL,
HRUENTER, ATSERMRERME, KR
KITARRERERPDCATREMEH

1. #HAR

(1) BSE=AER

(2) A ESHIER. ST

(3) BSHZSNBERNR

(4) BARESNENFELSEBIRMH
(5) 5EERREAFTHEXANXR
(6) Hfth CIFEEGSEIFANIEE)

2. HHERME
RIBITNMER, KRBANBRGRESELAEBER
RIEThRE, MEGA LRGBS RSEFERE,

G BRESHEE)
* BB RABER, HPAMRGRGETFH L,
c MARZEBNEEERBMBRERIEEASESR

R HOY B 1P
- BARABERIFNEERE, EBENEH0E
i,

s ERGF RSP WUKEBREASHER, EHUHT
o

(SERIRAS X )

o BE—HHTESIRK, FIAREFF RSS2
AWEE. MIRE, LIEFINEF,

* XTEHRMTASFHNERATR, REMRINE
ERABMEDEASHNIE, HFEIENHRS
EHTEARRMENEIT ZEBEITARE,

s H—PUEXTEERUEITINERRRNEIN

=Rt
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%
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AN RS, RCITIEAR

M2017E6RRIE, ARBARFIANKEREFEARNAGE, HIMGRESRA
BAKH— ¥utoLtHH@%x§%§%u BARSWART U™ HBEE, B
2012F6RES, AANEBEAREHIINBREF6F, RUIBRRISIEHEARR
MG RSHENASHET, BCERERIENER,

ATREEBEEAES, FMEHTT NH" HxEE H "RE HEAETR
SHKE. M20165H#E, EIRIL TN INARGREIRG RS, EXLE
BENB, HIhgEz—, ERER "THZL" . FF “THZL" WER, B
ZHBENT IR, HAREEEEHCASNOETIE, EREENEFL "“FNHZ
" —E-H¥E. EHINGRS ERRBDE, EINRERIOELM EAISREM
R, BITEX—FEH, BT EINERAEEXOANRE. Wh, KTFitie

. MIURTHARENART, EEEHTIINNGRATRENTR, HINGER
BEAFENITFLE, BIERRNKS, ERTRWUHSF.

BT A RTE, 3@&%%’%)&&5@5’@PDCAT}EIT\

ARBRET "REARSERBZAL” WEEER, BRRRIRFDLEMNES
uﬁﬁﬁmﬁﬁﬁﬂzWaﬁo&ﬁ&%uﬁﬁ%lﬁ%% FEHFEIRE—RA
ZR—5, EMEMREN, MEHMIIREUEFLIEAKEE, BRHANIRIE



B, flal, APEFZREERBARSEHINNENTIRES, NEMHBEIETH
BRI R, BERAFRUISHFROEE. PETZRESAABZEEB™
ERNE RN UREVHNERE, WHSRRTERHATT ZAEORT, WRIF
BRBT TR, ERMRMNEL] L, Bid#RITIAFFAESE, YISEKEPDCA
&

PEANRIETT T
201787A, HRTREMMENERS, AERLRRAENHERERE
B4, BMEEENEEARASOMEARERIH, BHUEXTAADASE

DAEENRR. HAREIR. NRAFAIAMEEAEARNPFFITIIXIR, #
TTTZB9TIE,

BPOANINA, FHBREAREENZRRZEBET "RERSRRBZL B
ERYRKBREEES, FEEFRERLERSEECEBIEALTERNNE—I
RIWEN, ERHREENTES, MBEtKNEEESREIFEGIFEEN, Fit
HNTAEAERNRT, ZESERIBRMESE, HFK, BHTHELSHT X, BH
SEABHMEFWEM, FEAFT—RNELINS, FEEFEEBE INREE
AIFRZA CENEET KRN, E2018MER, HANEMLTUIEFREETHHREA
REK TENER , BENEEEANR, fIETEEER. RHRENKET
i, ERHE.

NAKRERMET, WENFFEE

EA—ZEMEIIN, ESHEREMTREDLN, RABRIEARFDNE—
RIPAENRABTRNREREARBRATHENE SRR EFHHEERE T AL
BERANNTT, XZ—FUNHASEXNATRTEERNE N, WARBKRHEEFE
BABT, MERAARNFESZRRYR, FREAQEMINNGRNILEN, EHRA
XITEBRT FR, BUEERAN—BERRBRAHRNHESE

Wk, MESGIRFE*RSDCGsHITMERKE, MARBDMRREUMNE—ERE
R, MAAXRRMITBAELN, ARRERSIBMNET R SHEH, F
WEAEAEANRAERMHTRAEDNIE, UREETEELEF. KASER
RRSEIBRET], RNENPBKIT—MNEN,

* ESG#&#FE: R (Environment) . #% (Social) « B (Governance) WEFRYEES, FTIBESGKRE, BITERERE
WERE, RYUEEEEANASRERFDESEEVSER, ANBEESCERFEMSFERNRAAR.
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XTRREE

AEFAMNREETFZEHNRERETESR] (B
580 FEARMGRRIIEITRERAAREENEL, 2

TSUMURA & CO.

ABRHBIEHANEN, RTEEERIEAL
BINNBRABFERRAE 2N, EIREFHET THE
BIRGIE, AEENSRREEBN FTRELI., £1EE
HETRAEHAEGARSNTANTE KR IEES
ZHHTHRE. GATERGRETHEAMAGRIIRE
AERNERHERINT.
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o
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AR

BHEEE]
(EMZRFER)

AR EA

BRIl

MEF NREEZSR & NEEE#EHIW
MEAENRAEE LR LU RS E R R ERNE,
WIEFTHEGET A, BRAA—LBERREXT
EHEENER, RERIMERNMMARELS, §
E T A &M (BCP)o ZITXIBXHIEB K.
EA7. EENERTHE. K. RRETN, WS
EENE, WSMEXNREHAITIEANE. BRI,
EEFHT "REXNNFMR K* BHREFH , #HEE
RERRIEIPER,



E 31 iy
(1) EfrHE

EEARTL, EFfENEERNELSRTZ
WRFERKRIENE, RI\EEE, BHENENRTIL
BAERARER WS £,

(2) &%

EARERR=ESE, EFAXAHAEEAE
W KBAREL S, EEEEAMIRBEFIEGR
BIEHNNT Y, TEREH—PHK, FRENAEHR
VRSP I AT

(3) F=mffthy
AERXAHFINEZRE—EHD, £980%
EMFRERO, o, XTEFE THFH—EIEE
PE#IT. ERRSHRREY, EENRAREHRE
HOMEMR, UERRZF. B2 UREFEATXR
ARAFNREE, HBUA. EFFERKERE, WA
EEMELBRIMEORRRE. Wi, EF-mEr~PHE
ERMEMEL FTEEERS. BRREMULEFR
RENHSERZHSHEN., FRERETRE, 5l
EmZNESHMNRMEIERSE, WX mEN £
AHFEE, HAERNAETRESENEMI. THIR
BB, EFET2RIEERAMNEBERERK
R, FEFASBNRENETRS KK,
HTUERRSE™RHNFIEKERN, B8
RENAEFNHERERS LS ERFIRN,

(4) FRREEREIER

AERAEFREFTEETHAEER KX R
FREERE, 1S, REEDHTEEREREATNIBIR
., EREETEERIDE %X 77 S R AR EFERA
REAFZER RN, REATEMRRESEROM BERER
ZeEfl, H, BERERHENEARTETEIM
BIfFFERY, BAESHEUENERTAHRE, EZR
RERANMEEAmVHRERERAMS R LR
BERAF,

ERENEXNER, SIEHEHERD. HE
RETRERE. KAEBOFBERN, JREISNAE
Bl S0E A F RN,

(5) HARFX

AERAURREREFRRE. EEBULSHEN, &
BAERNKEINTRE X RN AL TER.
B, TREARILEAEHANAED MG, FE
MERSBURMAEDEE. TR, KHRAERSH,
B A RN A RIR R G R FRNE,

(6) EFmirs5

FERAEFE. BESFEBIMNERRMEFRES™
S5HEEN. AEHAETE. SEFEMNERRMXFF
REFSHEER. AERANERLSE IERANAHR
MEPEREBEREUA. EFRRANEL, ZERFENE,

(7) WHBRR
BN T B, ITINRT RSB M X SHIE
s, BrREXNASER SR MBI R

(8) HIR™

N EERIEA S HEI P A KX 77 # 7 AR =R 2l 52
2fFF. REMRSHESFA TR, RN AERLS
FERMRZME,

(9) CE:iKzh

AEHFREXTHANERMBELSEENPE
#HH, CERRERHN, BrENAERAZE SR
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d AT FREEESGETE

HRASERRREHFAE
==t 2007 2008 2009
Wﬁ*1
(V%)
BERERE TJ 1,176 1,160 1,257
RETRE 2R L GJt 2129 182.6 183.8
CO Hr e +-CO2 62,900 63,400 65,900
CO Hi 8 IR AL +-COz/t 11.4 10.0 9.6
FKE Fi 1,595 1,601 1,728
HokE Fi 1,466 1,455 1,483
FKEREM tt 289 252 253
#He
(W4E)
[ E AR 5 B R R R 2 R” 317 286 269
EE E AN E 2 HES A % 5,454 5,683 5,261
(BEVFRX)
AHEIAK % 2,773 2,631 2,702
HAEBEERT A % — — —
EERRLMERT AR % — — —
EEE
(BRI 86 A 30 B #UE 1 )
R, BRI % 8 8 8
b, Iz, BIEERGEE % 0 0 0
tHAh MRIZ. ZHEERERTR % 0 0 0
BE (tRN) HSEEZHEMEEGR % 2 2 2
o I, BHERESEROIMEGER % 1 1 1
AN AL, LT EEGREGR % 1 1 1
(W 4)
ARG R R R HE R % — — —
NG EEEANEESERRHFE % 100.0 100.0 100.0
NG EEZRANIE RS HFEE % 100.0 100.0 97.5
1 ESIR RN R A F AT Logitem Tsumura, SRYIERN, BEEN. S30EN Q012FEMNE) « MRFEHFARZEN (CO4EENE) WETHE,
*2 . RIPEN. DEENIAT. FYUEN. BERRNETEE 12831 BRIEN L.
*3 20176 AZRAERRNE, BELNNEEER BIBGR) o
COHERE/COHE i = R B L AKE/RAKkEREM EEEIMEIR 5 EX i EE
(+-CO2) (+-CO2/t) (FH) () (%) )
120,000 10 1,800 240 12,000 400
_ 85 1,540
87,407 9,032
150 260
60,000 5 900 120 6,000 200
0 0 0 0 0
13 14 15 16 17 (W4 13 14 15 16 17 (M%) 13 14 15 16 17 (4F)
B COMHE uAKE HSMAK

= COHBRSM ()

TSUMURA & CO.

= FAKEBREA (B

= EHRE (GH)



2010

2011

2012

2013

2014

2015

2016

2017

1,269 1,357 1,343 1,473 1,395 1,428 1,580 1,568

179.5 166.2 158.5 162.2 1541 153.9 161.4 152.6

65,885 69,707 73,820 80,414 80,404 78,948 87,502 87,407

9.3 8.5 8.7 8.9 8.9 8.5 8.9 8.5

1,379 1,565 1,528 1,622 1,466 1,492 1,547 1,540

1,132 1,274 1,228 1,353 1,312 1,304 1,339 1,288

195 192 180 179 162 161 158 150

249 265 311 356 317 339 330 260

5,099 5,473 7,257 8,758 9,115 10,411 108 9,032

2,717 2,784 2,831 2,898 3,335 3,242 3,331 3,453

— — 834 873 843 828 831 846

— — 40 46 51 57 63 70

9 9 9 7 3 3 3

0 1 1 1 2 2 2 3

0 0 0 0 1 1 1 0

2 2 2 2 2 2 1 1

1 1 1 1 0 0 1 1

1 1 1 1 2 2 Tt 1

— — 100.0 100.0 100.0 98.2 94.7 100.0

98.1 98.2 100.0 100.0 96.0 100.0 100.0 98.5

97.2 100.0 100.0 100.0 93.0 100.0 100.0 100.0

THEBEERATARK BERaREEK HINNGRERGRSHER
(%) (#) (%)
80 12 100
70 100.0
1

40 50
0 0

13 14 16 17 (44) 14 16 17 (M%) 14 15 16 17 (H%)

AR, BHERGR
AN JRII. BHRGR
#Oh, IRIL. ZMEERGR
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4558853

AENTFNERMSHIE CR

HRASLENREHFAE
2007 2008 2009

(W44F)
WERA 94,799 90,016 90,933
YRR 31,609 29,028 28,518
HEEF 63,190 60,987 62,414
WERAR—REEHEA 47,369 44,504 43,475
il FE 15,820 16,483 18,938
ZEFE 15,258 16,622 19,071
RESHENNAL S 14,605 17,940 18,710
Y38 F BN B R R A B2 F 5 9,139 10,777 10,704
(BEMEF)
BEfEEE 19,651 19,810 22,335
BYEEAT 40,251 38,754 40,857
7 £ 14,440 8,970 8,773
At 62,734 52,855 50,944
TR 72,411 73,968 83,752
BEF 135,146 126,824 134,697
Hih T EHIE
BERAD 3,124 5,479 5,237
WRFFEH 4,368 3,958 3,770
1IR%E 3,396 3,298 3,225
HEASTE 1,309 7,293 5,864
EESH NS E 5,358 10,634 12,019
BHEDUSRE (4,049) (3,341) (6,155)
WS EDASTHE (7,419) (6,354) (5,085)
RIS RALINE R 13,718 14,596 15,381
SREE (B7)
Y3JE T B B IR A B8 758 129.57 152.80 151.77
i 23.00 34.00 46.00
B 1,015.46 1,037.76 1,175.04
MR (%)
AE R LLE

WEET) 66.7 67.8 68.6

WERAR—REBEA 50.0 49.4 47.8

Z 16.7 18.3 20.8

ZHFD 16.1 18.5 21.0

e SRR A 2R 15.4 19.9 20.6

Y3JE F BN B R R A A B2 9.6 12.0 11.8
ROE 13.0 14.9 13.7
ROA 11.4 12.6 145
TENLLE 142.3 157.2 173.8

*HREEREARS,

TSUMURA & CO.



((r: BAATT)

2010 2011 2012 2013 2014 2015 2016 2017
94,778 95,450 105,638 110,057 110,438 112,625 114,954 117,879
29,435 29,944 35,927 38,787 41,859 45,055 49,454 49,603
65,342 65,505 69,711 71,269 68,578 67,569 65,499 68,275
43,789 44,271 46,586 48,808 49,087 47,743 49,516 51,224
21,653 21,233 23,124 22,461 19,491 19,826 15,983 17,050
21,725 21,783 24,310 23,966 21,583 19,494 16,399 17,914
21,058 22,448 24,062 28,118 20,078 18,898 17,184 20,284
12,945 13,431 15,373 18,050 14,075 12,657 12,488 14,504
22,057 30,570 35,565 43,424 50,716 52,348 52,138 49,994
42,154 44,869 50,657 57,148 60,624 62,822 64,686 71,329

8,587 8,093 9,448 9,126 23,339 23,063 32,727 48,402
50,394 49,633 51,929 54,305 64,706 66,765 64,611 97,168
91,154 102,240 118,537 133,318 150,947 155,702 157,397 196,533

141,549 151,874 170,466 187,623 215,654 222,468 222,008 293,701

5,264 6,425 9,328 8,991 8,428 9,638 6,438 11,900

4,123 4,565 4,904 5,949 6,252 5,968 6,087 6,048

3,453 3,850 4,049 4,871 5,387 5,059 5,629 6,157

5,232 1,972 3,988 4,214 (5,691) 10,109 14,614 (2,288)
12,047 7,314 12,011 5,908 4,992 17,570 21,065 21,066
(6,815) (5,342) (8,022) (1,694) (10,683) (7,461) (6,451) (23,354)
(3,355) (5,272) (4,275) (4,575) 10,408 (4,608) (9,572) 50,305
17,198 13,906 13,762 14,418 19,343 25,128 29,901 78,313
183.55 190.45 217.98 255.94 199.58 178.06 179.46 200.55

58.00 60.00 62.00 64.00 64.00 64.00 64.00 64.00

1,274.06 1,430.94 1,658.88 1,860.14 2,103.04 2,169.13 2,250.34 2,532.11

68.9 68.6 66.0 64.8 62.1 60.0 57.0 57.9
46.2 46.4 441 44.3 44.4 42.4 43.1 43.5
22.7 22.2 21.9 20.4 17.6 17.6 13.9 14.5
22.9 22.8 23.0 21.8 195 17.3 14.3 15.2
22.2 23.5 22.8 25.5 18.2 16.8 14.9 17.2
13.7 141 14.6 16.4 12.7 11.1 10.9 12.3
15.0 141 141 145 101 8.3 8.1 8.3
15.6 14.5 14.3 12.5 9.7 9.1 7.2 6.6
1891 207.8 222.5 240.6 310.6 305.9 422.4 394.5
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%885
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zE 55,

HRASHENREH FAR

2017 Ml 45 1 =

EXmhiaREALFE
E57 IR A BRI AL A

20174, BFREFBEARUANNITENT
HAUER10.5AT, Hep, EFRARAHMTEN
1,509 B7T*'s 2008MF E2017HF/I105F R, Efr
R R M F 1B R H3.0%*2, B RHEST
AERRTH2 6% METHKE, SUMTREMK.

&ffr

EAR, IRBERAERNETBEARNERT
Mg, RAEWEHRT—RANEIT. ERE—X
2018F4BMEEITH, EAMBATIITIE7.48%, K
NEFTIREN1 29N ET XA SIFIL A ERTFE
&, Eitb, ZBITE, 2847 FHTE3%~3.5%,.
*1 Copyright© 2018 IQVIA. &TF (UPM2018E3AMAT) #lfE, KREMRIF, FILFEH.

Reprinted with permission

*2 Copyright© 2018 IQVIA ZF (JPM200943BMAT ~ 2018438 MAT) | BIAZ
AT, RERY, BIEFE, Reprinted with permission

BAERETRARAHANTZMME (BNHEL)

(fzB) (%)
2,000 100
83.9
1,509
1‘000 I I I I I |
0 0
13 14 15 16 17 (W)

BXATHEE = AREHHHE (B
*1 Copyright© 2018 IQVIA.ETF (JPM 201443 BMAT ~ 201853BMAT) #lIfE, KRERF,
23, Reprinted with permission

TSUMURA & CO.

EEEREXGREARRIT

(&)
120,000

1,19

60,000

0
05 06 07 08 09 10 M 12 13 14 15 16 17 (M%)

20044, BAERMEAPERE. ERRES#HTNATERRE. EBAKENR
2005 USRI R TT A,



EENTEFRIRAHFIRER
EBAXIRKRESTF, NITRTBE 2. 20044,

R

(B BAAT)

HA2ESIEOFAAFZEZE. ERKZES#FHTNA 2016 20178
HEBA 114,954 117,879
= z pay = y 3
EFHE, H0054E201742AK, AXELERE g, crazo RO
RHNERABMERITBI10HG A, REEREFHERE HEEAE 57.0% 57.9%
MBS BE016E128%K, BELEMEREEA  SLFE 15953 i
o Bl FEE 13.9% 14.5%
#5K319,480%, HERAENAEEELS, 83%%E z=am 16,399 17,914
1BESTNTESEE. AAARTHARESH,  HEFHEINERIHE 17,184 20284
. . VBT B ABRERNAIDEFE 12,488 14,504
ERMKRZRENTEZHE RN, ERNEL, Bl /
ERNEMEEE RIRERHE, DURE—DH KN
HELFNER.
* BASHE (016FEN. FE., BAFEERR
HEWA 1291 EFF ARG HFIL T HERN/HERE
(BAET) (BAAT) (BA 84
140,000 140,000 40
17,879 112,274
70,000 I I I 70,000 20
0 0 0
13 14 15 16 17 (m4#) 13 14 15 16 17 (=)
- HEKRA = HERE (BH)
B N S E A HER
(BAATT
A4FNo  KFHH FEREIN 201644 20174 R E R
174100 ki FITF AR, IR 10328 l0s84 56 25%
7,571 240 3.3%
7,098 151 2.2%
7,044 181 2.6%
5,031 177 3.7%
AFRE, AENE. EFNEES 453 68 5%
FAFEmES, TSEL. TAEE astt © 00 %
3,722 358 10.7%
sess un o a8 %
3,405 128 3.9%
21 TJ-14 ¥EEG ATRBMEES. MEREEL. OBX. WENERS 1,276 1,334 58 4.6%
129MNEST R A HIFIRL 75 &t 109,647 112,274 2,626 2.4%
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——— E E\
é%'é‘ikém'lﬁ/

HEKA
2017 ENEFHHE AL R — W F18K2.5%,
A1,178127TOB A HIT. EHABUFIFIETBRIEK

BERWERT, HEBRAS TR —MENLTHN6E3T,

129 Ef7 RN TT I TR E IR LRI — T FF 18 K
2.4%, H, 5SNBHTATHHEKRANIEK2.3%, &
302z2F1EA BT, 51 Growingb T HIHE KNG K
3.1%, A248129F8B L HTT.

FEh, 201 7T EREST AN HIFIHZNE N &
ETZMEA1,5091CETT*, KRBT ZHEA
83.9%*,

* Copyright© 2018 IQVIAETF (JPM2018E3BMAT) #lfE. KRERF, BILEH.
Reprinted with permission

HE ML AT — M F1E40.3%, 149601278
BT, HEMAKEEOITEDR, H42.1%. HERK

ARTRNEERRETELHEREARIN TR BN
=

= o

HEEEFAR—REEHEA
HEEERAR - REEFALN—VEFEEK
3.5%, A512122FT4HH AT, HERAHEEERXK
RERRHEHERANRXBIFORNG, HRE R8N
051 EZR, WAI—UMFEMTO4TMEIR, K
43.5%, ANERLLEI—FEM 6%, 793,00012287
Bit, #WIRTRIBIMNI.4%, A61{Z5F7TEAHIT, MR
FRER0.6%, H60124F8EAHTT.

HEME/HERAE HETER /HEEERE MRFA LT/ RARFREE
(BAHT (BAHT (%) (BAHT (%)
60,000 50 60,000 50 8,000 6

435
421 —_— /R
51,224 5.1

/ 49,607

30,000 25 30,000

0 0
17 (M) 13 14

wHEEER
- HEEEHRE (BH)

13 14 15 16
BHERE - HEREE (GH)

25 4,000 3

0 0 0

16 17 (M%) 13 14 15 16 17 (M%)
B IR R

= RFRE (GH)
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FINANCIAL SECTION

Consolidated Balance Sheets

TSUMURA & CO. and consolidated subsidiaries
March 31, 2017 and 2018

US$ in thousands

¥ in millions (Note 3)
Assets 2017 2018 2018
Current assets
Cash and deposits ¥ 29,931 ¥ 83,520 $ 786,144
Notes and accounts receivable—trade 40,347 42,906 403,859
Securities - 3,500 32,944
Merchandise and finished goods 8,122 8,008 75,376
Work in process 14,547 12,797 120,453
Raw materials and supplies 29,467 29,188 274,736
Deferred tax assets 1,325 1,512 14,231
Other 10,941 10,971 103,266
Allowance for doubtful accounts (4) (4) (37)
Total current assets 134,679 192,401 1,811,003
Non-current assets
Property, plant and equipment
Buildings and structures (Note 4 (d)) 64,429 64,778 609,732
Machinery, equipment and vehicles (Note 4 (d)) 47,920 50,559 475,894
Tools, furniture and fixtures (Note 4 (d)) 10,139 10,502 98,851
Land (Note 4 (a)) 9,052 9,052 85,203
Construction in progress 3,880 11,879 111,812
Other 308 334 3,143
Accumulated depreciation (71,044) (75,776) (713,253)
Total property, plant and equipment 64,686 71,329 671,394
Intangible assets 266 526 4,951
Investments and other assets
Investment securities (Note 4 (b)) 17,530 14,179 133,461
Net defined benefit asset 1,058 1,908 17,959
Deferred tax assets 43 36 338
Other (Note 4 (b)) 3,743 13,319 125,367
Allowance for doubtful accounts 0) 0) (0)
Total investment and other assets 22,376 29,443 277,136
Total non-current assets 87,329 101,300 953,501
Total assets ¥222,008 ¥293,701 $2,764,504

60 TSUMURA & CO.



US$ in thousands

¥ in millions (Note 3)
Liabilities 2017 2018 2018
Current liabilities
Notes and accounts payable—trade ¥6,696 ¥5,507 $51,835
Short-term loans payable 12,581 10,314 97,082
Current portion of long-term loans payable - 15,000 141,189
Accounts payable—other 6,020 7,823 73,635
Income taxes payable 1,901 3,538 33,301
Provision for sales returns 13 10 94
Other 4,670 6,573 61,869
Total current liabilities 31,883 48,766 459,017
Non-current liabilities
Bonds payable - 30,000 282,379
Long-term loans payable 24,376 9,376 88,253
Deferred tax liabilities 1,733 2,210 20,801
Deferred tax liabilities for land revaluation (Note 4 (a)) 1,179 1,179 11,097
Net defined benefit liability 84 88 828
Other 5,353 5,547 52,211
Total non-current liabilities 32,727 48,402 455,591
Total liabilities 64,611 97,168 914,608
Net assets
Shareholders’ equity
Capital stock 19,487 30,142 283,716
Capital surplus 1,940 14,027 132,031
Retained earnings 129,937 140,040 1,318,147
Treasury shares (5,393) (814) (7,661)
Total shareholders’ equity 145,972 183,396 1,726,242
Accumulated other comprehensive income
Valuation difference on available-for-sale securities 3,845 4,748 44,691
Deferred gains or losses on hedges 925 323 3,040
Revaluation reserve for land (Note 4 (a)) 2,673 2,673 25,160
Foreign currency translation adjustment 1,470 2,301 21,658
Remeasurements of defined benefit plans (102) 157 1,477
Total accumulated other comprehensive income 8,811 10,203 96,037
Non-controlling interests 2,613 2,933 27,607
Total net assets 157,397 196,533 1,849,896
Total liabilities and net assets ¥222,008 ¥293,701 $2,764,504

See notes to consolidated financial statements.

Integrated Report 2018 61



62

FINANCIAL SECTION

Consolidated Statements of Income

TSUMURA & CO. and consolidated subsidiaries
For the years ended March 31, 2017 and 2018

US$ in thousands

¥ in millions (Note 3)
2017 2018 2018
Net sales ¥114,954 ¥117,879 $1,109,553
Cost of sales (Note 5 (a)) 49,457 49,607 466,933
Gross profit before provision for sales returns 65,496 68,272 642,620
Reversal of provision for sales returns 3 &) 28
Gross profit 65,499 68,275 642,648
Selling, general and administrative expenses (Notes 5 (b) and (c)) 49,516 51,224 482,153
Operating profit 15,983 17,050 160,485
Non-operating income
Interest income 64 166 1,562
Dividend income 385 382 3,595
Share of profit of entities accounted for using equity method 31 324 3,049
Other 481 498 4,687
Total non-operating income 962 1,371 12,904
Non-operating expenses
Interest expenses 144 190 1,788
Bond issuance cost - 143 1,346
Share issuance cost - 108 1,016
Foreign exchange losses 381 25 235
Other 20 39 367
Total non-operating expenses 546 507 4,772
Ordinary profit 16,399 17,914 168,618
Extraordinary income
Gain on sales of non-current assets (Note 5 (d)) 3 10 94
Gain on sales of investment securities 873 1,498 14,100
Subsidy income (Note 5 (g)) - 1,000 9,412
Total extraordinary income 876 2,509 23,616
Extraordinary losses
Loss on sales of non-current assets (Note 5 (f)) 43 13 122
Loss on retirement of non-current assets (Note 5 (g)) 40 60 564
Loss on disaster (Note 5 (h)) 7 - -
Environmental expenses (Note 5 (i)) - 66 621
Total extraordinary losses 92 140 1,317
Profit before income taxes 17,184 20,284 190,926
Income taxes—current 4,342 5,440 51,204
Income taxes—deferred 103 49 461
Total income taxes 4,446 5,489 51,666
Profit 12,738 14,794 139,250
Profit attributable to non-controlling interests 249 289 2,720
Profit attributable to owners of parent ¥12,488 ¥14,504 $136,521

See notes to consolidated financial statements.

Consolidated Statements of Comprehensive Income

TSUMURA & CO. and consolidated subsidiaries
For the years ended March 31, 2017 and 2018

US$ in thousands

¥ in millions (Note 3)
2017 2018 2018
Profit ¥12,738 ¥14,794 $139,250
Other comprehensive income
Valuation difference on available-for-sale securities 9 902 8,490
Deferred gains or losses on hedges 445 (601) (5,657)
Revaluation reserve for land 159 - -
Foreign currency translation adjustment (2,342) 902 8,490
Remeasurements of defined benefit plans, net of tax 383 260 2,447
Share of other comprehensive income (loss) of
entities accounted for using equity method (49) 13 122
Total other comprehensive income (loss) (Note 6) (1,393) 1,477 13,902
Comprehensive income ¥11,344 ¥16,271 $153,153
Comprehensive income attributable to
Comprehensive income attributable to owners of parent ¥11,408 ¥15,896 $149,623
Comprehensive income attributable to non-controlling interests (64) 374 3,520

See notes to consolidated financial statements.
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Consolidated Statements of Changes in Equity

TSUMURA & CO. and consolidated subsidiaries

For the years ended March 31, 2017 and 2018

¥ in millions

Shareholders’ equity

Retained Treasury sharehollgi"
Capital stock  Capital surplus earnings shares equity
Balance at April 1, 2016 ¥19,487 ¥1,940 ¥122,047 ¥ (392)  ¥143,084
Changes of items during period
Dividends of surplus (Note 7 (d)) (4,476) (4,476)
Profit attributable to owners of parent 12,488 12,488
Change of scope of consolidation (150) (150)
Increase by merger 27 27
Purchase of treasury shares (5,001) (5,001)
Net changes of items other than shareholders’ equity
Total changes of items during period - - 7,889 (5,001) 2,888
Balance at March 31, 2017 ¥19,487 ¥1,940 ¥129,937 ¥(5,393)  ¥145,972
¥in millions
Accumulated other comprehensive income
Total
aierence on Gansor  Revaluaton ctoray oot er
available-for- losses on reserve translation defined  comprehensive  Non-controlling Total
sale securities hedges for land adjustment benefit plans income interests net assets
Balance at April 1, 2016 ¥3,835 ¥479 ¥2,513 ¥3,549 ¥(485) ¥9,891 ¥2,726  ¥155,702
Changes of items during period
Dividends of surplus (4,476)
Profit attributable to owners of parent 12,488
Change of scope of consolidation (150)
Increase by merger 27
Purchase of treasury shares (5,001)
Net changes of items other than
shareholders’ equity 9 445 159 (2,078) 383 (1,080) (113) (1,193)
Total changes of items during period 9 445 159 (2,078) 383 (1,080) (113) 1,694
Balance at March 31, 2017 ¥3,845 ¥925 ¥2,673 ¥ 1,470 ¥(102) ¥ 8,811 ¥2,613  ¥157,397

See notes to consolidated financial statements.
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¥ in millions

Shareholders’ equity

Retained Treasury shareho\;irgtri"
Capital stock  Capital surplus earnings shares equity
Balance at April 1, 2017 ¥19,487 ¥ 1,940 ¥129,937 ¥(5,393) ¥145,972
Changes of items during period
Issuance of new shares 10,654 10,654 21,309
Dividends of surplus (Note 7 (d)) (4,402) (4,402)
Profit attributable to owners of parent 14,504 14,504
Purchase of treasury shares (1) O]
Disposal of treasury shares 1,432 4,580 6,012
Net changes of items other than shareholders’ equity
Total changes of items during period 10,654 12,087 10,102 4,579 37,423
Balance at March 31, 2018 ¥30,142 ¥14,027 ¥140,040 ¥ (814) ¥183,396
¥ in millions
Accumulated other comprehensive income
Total
Valuation Deferred Foreign Remeasure- accumulated
difference on gains or Revaluation currency ments of other
available-for- losses on reserve translation defined comprehensive Non-controlling Total
sale securities hedges for land adjustment benefit plans income interests net assets
Balance at April 1, 2017 ¥3,845 ¥ 925 ¥2,673 ¥1,470 ¥(102) ¥ 8,811 ¥2,613 ¥157,397
Changes of items during period
Issuance of new shares 21,309
Dividends of surplus (4,402)
Profit attributable to owners of parent 14,504
Purchase of treasury shares (1)
Disposal of treasury shares 6,012
Net changes of items other than
shareholders’ equity 902 (601) - 830 260 1,392 319 1,712
Total changes of items during period 902 (601) - 830 260 1,392 319 39,135
Balance at March 31, 2018 ¥4,748 ¥ 323 ¥2,673 ¥2,301 ¥ 157 ¥10,203 ¥2,933 ¥196,533
US$ in thousands (Note 3)
Shareholders’ equity
Total
Retained Treasury shareholders’
Capital stock  Capital surplus earnings shares equity
Balance at April 1, 2017 $183,424 $ 18,260  $1,223,051 $(50,762) $1,373,983
Changes of items during period
Issuance of new shares 100,282 100,282 200,574
Dividends of surplus (Note 7 (d)) (41,434) (41,434)
Profit attributable to owners of parent 136,521 136,521
Purchase of treasury shares 9 9
Disposal of treasury shares 13,478 43,109 56,588
Net changes of items other than shareholders’ equity
Total changes of items during period 100,282 113,770 95,086 43,100 352,249
Balance at March 31, 2018 $283,716 $132,031  $1,318,147 $ (7,661) $1,726,242
US$ in thousands (Note 3)
Accumulated other comprehensive income
Total
Valuation Deferred Foreign Remeasure- accumulated
difference on gains or Revaluation currency ments of other
available-for- losses on reserve translation defined comprehensive Non-controlling Total
sale securities hedges for land adjustment benefit plans income interests net assets
Balance at April 1, 2017 $36,191 $ 8,706 $25,160 $13,836 $ (960) $82,934 $24,505  $1,481,522
Changes of items during period
Issuance of new shares 200,574
Dividends of surplus (41,434)
Profit attributable to owners of parent 136,521
Purchase of treasury shares )
Disposal of treasury shares 56,588
Net changes of items other than
shareholders’ equity 8,490 (5,657) - 7,812 2,447 13,102 3,002 16,114
Total changes of items during period 8,490 (5,657) - 7,812 2,447 13,102 3,002 368,364
Balance at March 31, 2018 $44,691 $ 3,040 $25,160 $21,658 $1,477 $96,037 $27,607  $1,849,896

See notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

TSUMURA & CO. and consolidated subsidiaries
For the years ended March 31, 2017 and 2018

US$ in thousands

¥ in millions (Note 3)
2017 2018 2018
Cash flows from operating activities
Profit before income taxes ¥17,184 ¥ 20,284 $ 190,926
Depreciation 5,629 6,157 57,953
Increase (decrease) in allowance for doubtful accounts () 0 0
Interest and dividend income (449) (548) (5,158)
Interest expenses 144 190 1,788
Bond issuance cost - 143 1,346
Share issuance cost - 108 1,016
Share of (profit) loss of entities accounted for using equity method (31) (324) (3,049)
Loss (gain) on sales and retirement of property, plant and equipment 82 74 696
Decrease (increase) in notes and accounts receivable—trade 1,465 (2,529) (23,804)
Decrease (increase) in inventories (1,123) 2,566 24,152
Increase (decrease) in notes and accounts payable-trade 1,255 (1,304) (12,274)
Loss (gain) on sales of short-term and long-term investment securities (873) (1,498) (14,100)
Decrease (increase) in net defined benefit asset (281) (422) (3,972)
Increase (decrease) in net defined benefit liability (89) (47) (442)
Other 3,272 1,715 16,142
Subtotal 26,182 24,565 231,221
Interest and dividend income received 470 537 5,054
Interest expenses paid (142) (161) (1,515)
Income taxes paid (5,444) (3,875) (36,474)
Net cash provided by operating activities 21,065 21,066 198,286
Cash flows from investing activities
Purchase of property, plant and equipment (8,211) (10,463) (98,484)
Proceeds from sales of property, plant and equipment 29 19 178
Purchase of intangible assets (88) (318) (2,993)
Purchase of short-term and long-term investment securities (18) (13,510) (127,164)
Proceeds from sales and redemption of short-term and long-term
investment securities 1,874 16,154 152,051
Payments for investments in capital of subsidiaries and affiliates (238) - -
Payments of loans receivable 3) 4) (37)
Collection of loans receivable 4 4 37
Payments into time deposits (34) (21,569) (203,021)
Proceeds from withdrawal of time deposits 36 6,383 60,080
Other 197 (49) (461)
Net cash used in investing activities (6,451) (23,354) (219,823)
Cash flows from financing activities
Decrease in short-term loans payable - (2,267) (21,338)
Proceeds from issuance of bonds - 29,856 281,024
Proceeds from issuance of common shares - 21,201 199,557
Purchase of treasury shares (5,001) 1) 9)
Proceeds from sales of treasury shares 6,012 56,588
Cash dividends paid (4,478) (4,404) (41,453)
Dividends paid to non-controlling interests (49) (49) (461)
Other (43) (43) (404)
Net cash provided by (used in) financing activities (9,572) 50,305 473,503
Effect of exchange rate change on cash and cash equivalents (588) 394 3,708
Net increase (decrease) in cash and cash equivalents 4,453 48,412 455,685
Cash and cash equivalents at beginning of period 25,128 29,901 281,447
Increase in cash and cash equivalents from newly consolidated subsidiary 290 - =
Increase in cash and cash equivalents resulting from merger with
unconsolidated subsidiaries 28 — —
Cash and cash equivalents at end of period (Note 8) ¥29,901 ¥ 78,313 $ 737,132

See notes to consolidated financial statements.
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Notes to the Consolidated Financial Statements

TSUMURA & CO. and consolidated subsidiaries
March 31, 2017 and 2018

1 Summary of Significant Accounting Policies

(a) Basis of presentation

The accompanying consolidated financial statements of TSUMURA
& CO. (the "Company”) and its consolidated subsidiaries (collec-
tively, the “Group”) are prepared on the basis of accounting
principles generally accepted in Japan, which are different in cer-
tain respects as to the application and disclosure requirements
of International Financial Reporting Standards, and are compiled
from the consolidated financial statements prepared by the
Company as required by the Financial Instruments and Exchange
Act of Japan (the “FIEA").

As permitted by the FIEA, amounts of less than one million
yen have been omitted. As a result, the totals shown in the ac-
companying consolidated financial statements (both in yen and
in U.S. dollars) do not necessarily agree with the sums of the
individual amounts.

Certain amounts in the prior year’s financial statements have
been reclassified to conform to the current year’s presentation.

(b) Consolidation

(1) Scope of consolidation

1) Number of consolidated subsidiaries: six (of which, four
companies are located overseas) for the year ended March

31,2018
Names of consolidated subsidiaries:

e LOGITEM TSUMURA CO., LTD.

e TSUMURA USA, INC.

e SHENZHEN TSUMURA MEDICINE CO., LTD.

* SHANGHAI TSUMURA PHARMACEUTICALS CO., LTD.
* YUBARI TSUMURA CO., LTD.

¢ Tsumura China Inc.

Effective from the year ended March 31, 2018, the Company
included Tsumura China Inc., which was previously a non-
consolidated subsidiary, in the scope of consolidation upon
the completion of investment.

2) Name of major non-consolidated subsidiaries:
* LAO TSUMURA CO., LTD. and another company

3) Reason for excluding non-consolidated subsidiaries from the
scope of consolidation

The Company excluded these two non-consolidated subsidiaries

from the scope of consolidation since each of them is small in

size and its assets, sales, and profit (for the holding interest) and

retained earnings (for the holding interest) are insignificant to the

Company’s consolidated financial statements.

TSUMURA & CO.

(2) Equity method

1) Number of affiliates accounted for using the equity method:one

e SICHUAN CHUANCUN TRADITIONAL CHINESE MEDICINES
CO., LTD.

2) Name of major non-consolidated companies and affiliates not
accounted for using the equity method

* LAO TSUMURA CO., LTD. and two other companies

3) Reason for excluding non-consolidated subsidiaries and
affiliates from the scope of equity method accounting

The Company excluded the three non-consolidated subsidiaries

and affiliates from the scope of equity method accounting since

each of them is small in size and its assets, sales, and profit

(for the holding interest) and retained earnings (for the holding

interest) are insignificant to the Company’s consolidated finan-

cial statements, and the impact is insignificant as a whole.

4) Special notes to application of equity method accounting
When the fiscal year-end of a company accounted for using

the equity method is not consistent to that of the Company, the
financial statements of the company as of its own balance sheet
date is used.

(c) Fiscal year-end of consolidated subsidiaries

Of consolidated subsidiaries, SHENZHEN TSUMURA MEDICINE
CO., LTD., SHANGHAI TSUMURA PHARMACEUTICALS CO.,
LTD., Tsumura China Inc., and TSUMURA USA, INC. have fiscal
years ending on December 31. Their financial statements as of
December 31 are used for consolidation. The Company makes
necessary adjustments on consolidation if there are any signifi-
cant transactions during the intervening period.

(d) Accounting policies
(1) Basis and method to measure significant assets
1) Securities
Available-for-sale securities
With readily determinable market value
Stated at fair value based on market quotes as of the bal-
ance sheet date.
Any changes in unrealized holding gain or loss are included
in net assets. The cost of securities sold is principally com-
puted based on the moving-average method.
Without readily determinable market value
Stated at cost determined by the moving-average method.

2) Inventories
Stated at the lower of cost determined principally by the average-
cost method or net selling value.

3) Derivatives
Stated at fair value.
(2) Depreciation methods of significant depreciable assets



1) Property, plant and equipment, excluding leased assets
Straight-line method
The estimated useful lives of the major depreciable assets are
as follows:
Buildings and structures
Machinery, equipment and vehicles

3 to 65 years
3 1o 8 years

2) Intangible assets, excluding leased assets

Straight-line method

Cost of software purchased for internal use is amortized by the
straight-line method over the internal useful life of five years.

3) Leased assets

Leased assets under finance lease transactions that do not
transfer ownership to the lessee are depreciated under the
straight-line method over the lease term with no residual value.

(8) Accounting treatment of significant deferred assets
Bond issuance cost and share issuance cost are charged to
expenses when incurred.

(4) Basis of significant provisions

1) Allowance for doubtful accounts

The Group provides allowances for uncollectible notes and ac-
counts receivable-trade at the amounts calculated based on
past experience and the amounts estimated specifically on each
doubtful receivable from a customer with financial difficulty.

2) Provision for sales returns
Provision for sales returns is provided for estimated losses on
sales returns subsequent to the balance sheet date.

(5) Accounting treatment of retirement benefits

1) Method of attributing expected benefits

The benefit formula method is used as the method of attributing
expected benefits to the current period in calculating retirement
benefit obligations.

2) Treatment of actuarial gain or loss and prior service costs
Actuarial gain or loss is amortized and expensed using the
straight-line method over 10 years, which is within the estimated
average of remaining service years of employees, from the fol-
lowing year in which the gain or loss is recognized.

Prior service costs are amortized and expensed using the
straight-line method over 10 years, which is within the estimated
average of remaining service years of employees.

3) Application of simplified method for small-sized enterprises
The Company's consolidated subsidiaries use the simplified
method in calculating net defined benefit liability and retirement
benefit expenses. Under this method, the payment amount to be
required at the year-end for voluntary termination is deemed as
retirement benefit obligations.

(6) Translation of foreign currencies

Monetary assets and liabilities denominated in foreign currencies
are translated into yen at the rates in effect at the consolidated
balance sheet date, and the resulting exchange gains and losses
are recognized in profit or loss.

Assets, liabilities, profit and loss of overseas consolidated
subsidiaries and affiliates are translated into yen at the spot rates
as of the balance sheet date. Foreign exchange gains and loss-
es arising from the translation are credited or charged to foreign
currency translation adjustment and non-controlling interests
under net assets.

(7) Significant hedge accounting

1) Hedge accounting method

The Company primarily applies deferral hedge accounting.
As for forward exchange contracts, the Company applies the
allocation method if requirements are met.

2) Hedging instruments and hedged items

Hedging instruments — forward exchange contracts

Hedged items — forecasted transactions denominated in foreign
currencies

3) Hedge policy
As a policy, the Company hedges the foreign currency fluctua-
tion risk in accordance with the internal policies and procedures.

4) Method of evaluating hedge effectiveness
The Company omits the evaluation of hedge effectiveness since
the allocation method is applied for all hedging transactions.

(8) Cash and cash equivalents in the consolidated statements of
cash flows

Cash and cash equivalents in the consolidated statements of

cash flows consist of cash on hand, demand deposits, and

short-term investments with a maturity of three months or less

from acquisition date that are readily convertible and with mini-

mum risk of price fluctuations.

(9) Other significant matters for the preparation of the consol-
idated financial statements

1) Accounting for consumption taxes

Transactions subject to consumption taxes are recorded at

amounts exclusive of consumption taxes. Consumption taxes

paid by the Group on the purchases of goods and services that

are not deductible under the consumption tax law are expensed

as incurred.

2) Consolidated taxation system
The Company has applied the consolidated taxation system.
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2 New Accounting Standards Not Yet Applied

* ASBJ Statement No. 29, “Accounting Standard for Revenue
Recognition” (issued on March 30, 2018)

* ASBJ Guidance No. 30, “Implementation Guidance on
Accounting Standard for Revenue Recognition” (issued on
March 30, 2018)

(1) Overview

The International Accounting Standards Board (“IASB”) and the

Financial Accounting Standards Board (“FASB”) in the US con-

ducted a joint project to clarify the comprehensive principles for

recognizing revenues and published the “Revenues from Contracts
with Customers” (IFRS 15 by IASB and Topic 606 by FASB) in

May 2014. IFRS 15 will be applied from a fiscal period beginning

on or after January 1, 2018 and Topic 606 will be applied from a

fiscal period beginning on or after December 15, 2017. Under

these circumstances, ASBJ also developed a comprehensive

3 Basis of Translation

The consolidated financial statements presented herein are
expressed in yen and, solely for the convenience of the reader,
have been translated into U.S. dollars at ¥106.24=US$1.00,

the approximate exchange rate prevailing on the Tokyo Foreign
Exchange Market on March 31, 2018. This translation should not
be construed as a representation that the amounts shown could

4 Notes to the Consolidated Balance Sheets

(a) Land revaluation

accounting standard for revenue recognition and published a new
standard together with its implementation guidance.

As a basic policy for the development of the new standard, ASBJ
determined to adopt the core principles of IFRS 15 in order to
enhance comparability of financial statements, which is one of the
benefits of ensuring consistency with IFRS 15. In addition, for any
practical issue to be considered in Japan, ASBJ is supposed to add
alternative treatment to the extent that comparability is not impaired.
(2) Scheduled date of application
The Company will apply the new standard and guidance from
the beginning of the fiscal year ending March 31, 2022,

(3) Effect from the application of the new accounting standard
and guidance

The effect from the application of the new accounting standard

and guidance is currently under evaluation.

have been, or could in the future be, converted into U.S. dollars
at that or any other rate.

Each amount in the consolidated financial statements and
notes is rounded down to the nearest 1 million yen (in the case
of translation into U.S. dollars, they have been rounded down to
the nearest 1 thousand dollars).

The Group revalued land used for business activities in accordance with the Act on Revaluation of Land (Act No. 34, dated
March 31, 1998) and the Act on Partial Revision of the Act on Revaluation of Land (Act No. 19, dated March 31, 2001). Revaluation
reserve for land, net of related deferred taxes, has been presented as a component of net assets.

¢ Method of revaluation

The Company applies the method to make reasonable adjustments to the value determined by the property tax value as prescribed in
Paragraph 2, item 3 of the Order for Enforcement of the Act on Revaluation of Land (Act No. 119, dated March 31, 1998, hereinafter
“Ordinance No.119") and the professional appraisal value as prescribed in Paragraph 2, item 5 of Ordinance No. 119.

¢ Date of revaluation — March 31, 2002

¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Difference between fair value of land at the year end and

carrying value after the revaluation ¥(2,537) ¥(2,542) $(23,926)

(b) Investments in non-consolidated subsidiaries and affiliates are as follows:

¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Investments and other assets:
Investment securities (stocks) ¥ 10 ¥ - $ -
Investments in capital 1,217 1,485 13,977
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(c) Guarantee obligations
The Company guarantees bank loans made by companies other than consolidated subsidiaries.

¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Tianjin China Medico Technology Co., Ltd. ¥1,920 ¥1,920 $18,072
China Medico Corporation 1,080 1,080 10,165
Total ¥3,000 ¥3,000 $28,237

(d) Reduction entry

Reduction entry is an accounting treatment to defer taxation, which has an effect to reduce tax burden for the year when a company
acquires property, plant and equipment with proceeds such as subsidies by recording loss to lower the acquisition cost. Among
property, plant and equipment acquired in previous years, amounts of reduction entry due to national subsidies and the breakdown
are as follows:

¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Buildings and structures ¥134 ¥134 $1,261
Machinery, equipment and vehicles 89 89 837
Tools, furniture and fixtures 1 1 9
Total ¥225 ¥225 $2,117

5 Notes to the Consolidated Statements of Income
(a) Inventories at the balance sheet date are stated at the lower of cost or net selling value. Loss on valuation of inventories
included in cost of sales for the years ended March 31, 2017 and 2018 are as follows:

¥ in millions US$ in thousands
2017 2018 2018
¥127 ¥137 $1,289

(b) Major expenses included in selling, general and administrative expenses are as follows:

¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Sales promotion expenses ¥ 3,920 ¥ 4,075 $ 38,356
Sales rebates 9,519 9,798 92,225
Salaries and allowances 17,280 17,994 169,371
Research and development expenses 6,087 6,048 56,927
Retirement benefit expenses 1,246 1,037 9,760
Provision of allowance for doubtful accounts 0 0 0

(c) Research and development expenses included in selling, general and administrative expenses and cost of sales for the
years ended March 31, 2017 and 2018 are as follows:

¥ in millions US$ in thousands
2017 2018 2018
¥6,087 ¥6,048 $56,927

(d) The breakdown of gain on sales of non-current assets is as follows:

¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Buildings and structures ¥ — ¥1 $9
Machinery, equipment and vehicles 3 6 56
Tools, furniture and fixtures 0 2 18
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(e) Subsidy income
For the year ended March 31, 2017
Not applicable.

For the year ended March 31, 2018
The Company received a subsidy of ¥1,000 million (39,412 thousand) for a new industrial development project from Shizuoka Prefec-

ture and recognized subsidy income under extraordinary income.

(f) The breakdown of loss on sales of non-current assets is as follows:

¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Machinery, equipment and vehicles ¥25 ¥13 $122
Land 18 - -
(g) The breakdown of loss on retirement of non-current assets is as follows:

¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Buildings and structures ¥16 ¥35 $329
Machinery, equipment and vehicles 19 21 197
Tools, furniture and fixtures 4 4 37
(h) Loss on disaster (i) Environmental expenses
For the year ended March 31, 2017 For the year ended March 31, 2017
Loss on disaster consisted of a ¥5 million loss on product Not applicable.
damage incurred from the Kumamoto Earthquake and a
¥2 million loss from typhoon damage in Hokkaido. For the year ended March 31, 2018

Since an oil spill accident occurred in Takigawa Farm owned

For the year ended March 31, 2018 by YUBARI TSUMURA CO,, LTD., the Company recognized
Not applicable. ¥66 million (US$621 thousand) of environmental expenses

under extraordinary losses including estimated costs to
decontaminate the soil and to prevent damages from
spreading on a reasonable basis.
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6 Notes to the Statements of Comprehensive Income

Reclassifications and adjustments and income tax effects attributable to other comprehensive income (loss) for the years ended March

31,2017 and 2018 are as follows:

¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Valuation difference on available-for-sale securities:

Amount arising during the year ¥ 877 ¥ 2,802 $ 26,374

Reclassifications and adjustments (873) (1,498) (14,100)
Before income tax effects 4 1,304 12,274
Income tax effects 5 (401) (3,774)
Valuation difference on available-for-sale securities ¥9 ¥ 902 $ 8,490

Deferred gains or losses on hedges:

Amount arising during the year ¥ 641 ¥ (869) $ (8,179)
Income tax effects (196) 267 2,513
Deferred gains or losses on hedges ¥ 445 ¥ (601) $ (5,657)

Revaluation reserve for land:

Income tax effects ¥ 159 ¥ - $ -
Revaluation reserve for land ¥ 159 ¥ — $ -

Foreign currency translation adjustment:

Amount arising during the year ¥(2,342) ¥ 902 $ 8,490
Foreign currency translation adjustment ¥(2,342) ¥ 902 $ 8,490
Remeasurements of defined benefit plans, net of tax:

Amount arising during the year ¥ 256 ¥ 103 $ 969

Reclassifications and adjustments 295 271 2,550
Before income tax effects 552 375 3,529
Income tax effects (169) (114) (1,073)
Remeasurements of defined benefit plans, net of tax ¥ 383 ¥ 260 $ 2,447

Share of other comprehensive income (loss) of
entities accounted for using equity method

Amount arising during the year ¥ (49 ¥ 13 $ 122
Share of other comprehensive income (loss) of entities accounted

for using equity method (49) 13 122
Total other comprehensive income (loss) ¥(1,393) ¥ 1,477 $ 13,902
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7 Notes to Consolidated Statements of Changes in Equity

For the year ended March 31, 2017
(a) Type and number of issued shares

Thousands of shares

Beginning of
Type the year Increase Decrease End of the year
Common stock 70,771 - - 70,771
(b) Type and number of treasury shares
Thousands of shares
Beginning of
Type the year Increase Decrease End of the year
Common stock 247 1,741 - 1,989

Reason for changes in number of shares:
The major breakdown of increase is as follows:

Increase due to acquisition of treasury shares by resolution of the Board of Directors’ meeting

Increase due to purchase of shares less than one unit

(c) Subscription rights to shares
Not applicable.

(d) Dividends
(1) Dividends paid

1,741 thousand shares

0 thousand shares

Total amount
of dividend Dividend per

Resolution Type of share (¥ in millions) share (¥) Record date Effective date
Ordinary general meeting

of shareholders held on Common March 31, June 30,

June 29, 2016 stock ¥2,256 ¥32.00 2016 2016
Board of Directors’ meeting  Common September December 5,

held on November 9, 2016 stock 2,219 32.00 30,2016 2016
(2) Dividends whose effective date is subsequent to March 31, 2017

Total amount
Source of of dividend Dividend per Effective

Resolution Type of share dividend (% in millions) share (¥) Record date date
Ordinary general meeting

of shareholders held on Common Retained March 31,  June 30,

June 29, 2017 stock earnings ¥2,201 ¥32.00 2017 2017
For the year ended March 31, 2018
(a) Type and number of issued shares

Thousands of shares
Beginning of

Type the year Increase Decrease End of the year
Common stock 70,771 5,986 - 76,758

Reason for changes in number of shares:
The major breakdown of increase is as follows:
Increase due to a third-party allotment 5,986 thousand shares
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(b) Type and number of treasury shares

Thousands of shares

Beginning of
Type the year Increase Decrease End of the year
Common stock 1,989 0 1,689 300

Reason for changes in number of shares:
The major breakdown of increase is as follows:

Increase due to purchase of shares less than one unit

The major breakdown of decrease is as follows:

Decrease due to disposal of treasury shares through a third-party allotment

(c) Subscription rights to shares

Not applicable.

(d) Dividends
(1) Dividends paid

0 thousand shares

1,689 thousand shares

Total amount Total amount Dividend
of dividend Dividend per of dividend per share
Resolution Type of share (¥ in millions) share (¥) (US$ in thousands) (US$) Record date Effective date
Ordinary general meeting
of shareholders held Common
on June 29, 2017 stock ¥2,201 ¥32.00 $20,717 $0.30 March 31,2017  June 30, 2017
Board of Directors’ meeting  Common September 30, December 5,
held on November 8, 2017  stock 2,201 32.00 20,717 0.30 2017 2017
(2) Dividends whose effective date is subsequent to March 31, 2018
Total amount Total amount Dividend
Source of of dividend Dividend per of dividend per share
Resolution Type of share dividend (% in millions) share (¥) (US$ in thousands) (US$) Record date Effective date
Ordinary general meeting
of shareholders held on Common Retained March 31,  June 29,
June 28, 2018 stock earnings ¥2,446 ¥32.00 $23,023 $0.30 2018 2018

8 Notes to Consolidated Statements of Cash Flows

The reconciliation of cash and cash equivalents in the consolidated statements of cash flows at March 31, 2017 and 2018 to the

accounts and amounts on the accompanying balance sheets is summarized as follows:

¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Cash and deposits ¥29,931 ¥83,520 $786,144
Less: Time deposits with a maturity in excess of three months (30) (5,207) (49,011)
Cash and cash equivalents ¥29,901 ¥78,313 $737,132
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9 Leases

LESSEE

(a) Finance leases

Finance lease transactions that do not transfer ownership
1) Details of leased assets

Leased assets consist of forklifts in factories.

2) Depreciation method of leased assets

Depreciation method is stated in Note 1. “Summary of Significant Accounting Policies, (d) Accounting policies, (2) Depreciation methods

of significant depreciable assets, 3) Leased assets.”

(b) Operating leases

Future minimum lease payments for non-cancellable operating leases

¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Within one year ¥ 57 ¥51 $480
Over one year 47 30 282
Total ¥105 ¥81 $762

1 0 Financial Instruments
(a) Status of financial instruments
(1) Policy on financial instruments
The Group finances necessary funds through bank loans and
issuance of bonds, considering capital investments for the phar-
maceutical production and selling business. Temporary excess
funds are invested in highly secure financial assets.

Derivative transactions are only utilized to hedge the following
risks, and it is the Group’s policy not to enter into derivative
transactions for speculative purposes.

(2) Overview and risks of financial instruments and the Group’s
risk management policy

Operating receivables such as notes and accounts receivable—

trade are exposed to credit risk. The Group monitors the due

date and balance by each customer in accordance with internal

rules and ask for deposits to secure receivables depending on

the customer’s credit conditions.

Investment securities mainly consist of stocks of companies
with business relationships and are exposed to market fluctua-
tion risk. The market value of the investment securities is regularly
reported to the officer responsible for accounting and finance.

Operating payables such as notes and accounts payable—
trade are due within one year. Some of the operating payables
relating to imports of raw materials are denominated in foreign
currencies and are therefore exposed to foreign currency fluctua-
tion risk. The Group utilizes forward exchange contracts to
hedge the risk.

Short-term loans payable is used to finance operating capital
and are exposed to interest rate fluctuation risk.

Bonds payable and long-term loans payable are mainly used
to finance capital investment, and interest rate fluctuation risk is
mitigated by using fixed interest rate borrowings in large part.

TSUMURA & CO.

Accounts payable—other and income taxes payable are each
due within one year.

The Group utilizes derivative financial instruments such as
forward exchange contracts and non-deliverable forward (NDF)
to hedge the foreign currency fluctuation risk of forecasted trans-
actions denominated in foreign currencies. Please refer to Note
1. “Summary of Significant Accounting Policies, (7) Significant
hedge accounting” for hedging instruments, hedged items,
hedge policy and method of evaluating hedge effectiveness.

Derivative transactions are executed and monitored based
on internal rules where the authorization policy is prescribed.
The Group only enters into derivative transactions with highly
rated financial institutions to mitigate credit risk.

Operating payables and loans are exposed to liquidity risk.
The Group manages the risk by preparing the cash management
plans monthly.

(3) Supplemental explanation regarding fair value of financial
instruments

The contract amounts and other information regarding derivative

transactions described in Note 12. “Derivatives” do not indicate

market risk related to derivative transactions.

(b) Fair value of financial instruments

The following table summarizes carrying value reported on the
consolidated balance sheets, fair value, and their differences.
The financial instruments whose fair value is extremely difficult to
determine are not included in the table. Please see “2. The carry-
ing value of financial instruments whose fair value is extremely
difficult to determine” on page 76.



As of March 31, 2017

¥ in millions
Carrying value Fair value Difference
(1) Cash and deposits ¥29,931 ¥29,931 ¥ -
(2) Notes and accounts
receivable—trade 40,347 40,347 -
(3) Investment securities
Available-for-sale securities 17,423 17,423 -
Total assets ¥87,701 ¥87,701 ¥ -
(1) Notes and accounts
payable—trade ¥6,696 ¥ 6,696 ¥ -
(2) Short-term loans payable 12,581 12,581 -
(3) Accounts payable—other 6,020 6,020 -
(4) Income taxes payable 1,901 1,901 -
(5) Long-term loans payable 24,376 24,326 (49)
Total liabilities ¥51,575 ¥51,526 ¥(49)
Derivative transactions *' ¥ 1,335 ¥ 1,335 ¥ -

*1 Areceivable or payable arisen from derivative transactions is shown in net. Net payable is shown in parentheses.

As of March 31, 2018

¥ in millions US$ in thousands
Carrying value Fair value Difference Carrying value Fair value Difference
(1) Cash and deposits ¥ 83,520 ¥ 83,520 ¥ - $ 786,144 $ 786,144 $ -
(2) Notes and accounts
receivable—trade 42,906 42,906 - 403,859 403,859 -
(3) Securities and
investment securities
Available-for-sale securities 17,582 17,582 - 165,493 165,493 -
Total assets ¥144,008 ¥144,008 ¥ - $1,355,496 $1,355,496 $ -
(1) Notes and accounts
payable-trade ¥ 5,507 ¥ 5,507 ¥ - $ 51,835 $ 51,835 $ -
(2) Short-term loans payable 10,314 10,314 - 97,082 97,082 -
(8) Current portion of
long-term loans payable 15,000 15,000 - 141,189 141,189 -
(4) Accounts payable—other 7,823 7,823 - 73,635 73,635 -
(5) Income taxes payable 3,538 3,538 - 33,301 33,301 =
(6) Bonds payable 30,000 29,968 (32) 282,379 282,078 (301)
(7) Long-term loans payable 9,376 9,330 (45) 88,253 87,820 (423)
Total liabilities ¥ 81,558 ¥ 81,481 ¥(77) $ 767,676 $ 766,952 $(724)
Derivative transactions *' ¥ 465 ¥ 465 ¥ - $ 4,376 $ 4,376 $ -

*1 Areceivable or payable arisen from derivative transactions is shown in net. Net payable is shown in parentheses.

Notes:

1. Fair value measurement of financial instruments and matters regarding securities and derivatives

Assets

(1) Cash and deposits and (2) Notes and accounts receivable—trade
The carrying value is deemed as the fair value since these items are scheduled to be settled in a short period of time.

(3) Securities and investment securities
The fair value of stocks is based on the quoted market prices. The fair value of bonds is based on the price provided by the counterparty financial institutions. Please refer to Note
11. “Investment Securities” for information regarding securities by holding purposes.

Liabilities

(1) Notes and accounts payable—trade, (2) Short-term loans payable, (3) Current portion of long-term loans payable, (4) Accounts payable—other, and (5) Income taxes payable

The carrying value is deemed as the fair value since these items are scheduled to be settled in a short period of time.

(6) Bonds payable

The fair value of bonds payable is measured at market values.

(7) Long-term loans payable

The fair value of long-term loans payable is calculated by discounting the total of principal and interest using an assumed interest rate applicable to a similar type of new borrowings.

Derivative transactions
Please refer to Note 12. “Derivatives.”
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2. The carrying value of financial instruments whose fair value is extremely difficult to determine

¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Unlisted stocks ¥107 ¥97 $913

It is extremely difficult to determine the fair value of the above unlisted stocks since no market quote is available. Thus, these amounts are not included in “(3) Securities and invest-
ment securities” above.

3. The redemption schedule of monetary assets and securities with maturity dates
As of March 31, 2017

¥ in millions
. Over one year Over five years
Withi 1
fhin one year within five years within 10 years Over 10 years
Cash and deposits ¥29,910 ¥ ¥— ¥
Notes and accounts receivable-trade 40,347 - - -
Total ¥70,258 ¥— ¥ ¥
As of March 31, 2018
¥ in millions
. Over one year Over five years
Withi 1
fhin one year within five years within 10 years Over 10 years
Cash and deposits ¥ 83,501 ¥— ¥— ¥
Notes and accounts receivable-trade 42,906 - = -
Securities and investment securities:
Available-for-sale securities with maturity dates (Jointly operated designated money trust) 3,500 - - -
Total ¥129,907 V= ¥— ¥—
USS$in thousands
. Over one year Over five years
Within one year within five years within 10 years Over 10 years
Cash and deposits $ 785,965 $- $- $-
Notes and accounts receivable-trade 403,859 - - -
Securities and investment securities:
Available-for-sale securities with maturity dates (Jointly operated designated money trust) 32,944 - - -
Total $1,222,769 $- $- $-

4. The aggregate annual maturities of bonds payable, long-term loans payable, lease obligations, and other interest-bearing debt subsequent to the fiscal year-end
As of March 31, 2017

¥ in millions
Within one year O\./er one year O.ver two years Over three years Ove.r fgur years Over five years

within two years within three years within four years within five years
Short-term loans payable ¥12,581 ¥ - ¥ - ¥ - ¥ - ¥ -
Long-term loans payable - 15,000 - - 9,376 -
Lease obligations 34 25 23 19 13 14
Total ¥12,615 ¥15,025 ¥23 ¥19 ¥9,389 ¥14

As of March 31, 2018

¥ in millions
Within one year O\{er one year Oyer two years Over three years ngr fgur years Over five years

within two years within three years within four years within five years
Short-term loans payable ¥10,314 ¥ - ¥ - o= W= ¥ =
Bonds payable - - - - - 30,000
Long-term loans payable 15,000 = = 9,376 - -
Lease obligations 40 38 34 27 24 20
Total ¥25,354 ¥38 ¥34 ¥9,403 ¥24 ¥30,020
US$ in thousands
Within one year O\./er one year O.ver two years Over three years Ove.r féuryears Over five years

within two years within three years within four years within five years
Short-term loans payable $ 97,082 $ - $ - $ - $ - $ =
Bonds payable - - - - - 282,379
Long-term loans payable 141,189 = = 88,253 = =
Lease obligations 376 357 320 254 225 188
Total $238,648 $357 $320 $88,507 $225 $282,567
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11 Investment Securities
(a) Available-for-sale securities
As of March 31, 2017

¥ in millions
Carrying value Acquisition cost Difference
Securities with book
value exceeding
their acquisition cost
Stocks ¥17,264 ¥11,817 ¥5,446
Subtotal ¥17,264 ¥11,817 ¥5,446
Securities with book
value not exceeding
their acquisition cost
Stocks ¥ 158 ¥ 169 ¥ (11
Subtotal ¥ 158 ¥ 169 ¥ (1)
Total ¥17,423 ¥11,987 ¥5,435

(Note) Unlisted stock with carrying value of ¥97 million is not included in the table above since it is extremely difficult to determine the fair value due to no market quotes.

As of March 31, 2018

¥ in millions US$ in thousands
Carrying value Acquisition cost Difference Carrying value Acquisition cost Difference
Securities with book
value exceeding
their acquisition cost
Stocks ¥13,825 ¥ 7,062 ¥6,763 $130,129 $ 66,472 $63,657
Subtotal ¥13,825 ¥ 7,062 ¥6,763 $130,129 $ 66,472 $63,657
Securities with book
value not exceeding
their acquisition cost
Stocks ¥ 256 ¥ 280 ¥ (23) $ 2,409 $ 2,635 $ (216)
Jointly operated
designated
money trust 3,500 3,500 - 32,944 32,944 -
Subtotal ¥ 3,756 ¥ 3,780 ¥ (23) $ 35,353 $ 35,579 $ (216)
Total ¥17,582 ¥10,842 ¥6,739 $165,493 $102,051 $63,431

(Note) Unlisted stock with carrying value of ¥97 million (US$913 thousand) is not included in the table above since it is extremely difficult to determine the fair value due to no

market quotes.

(b) Available-for-sale securities sold during the year

For the year ended March 31, 2017

¥ in millions
fri)rr?ncseslgz Gain on sale Loss on sale
Stocks ¥1,874 ¥873 ¥
Total ¥1,874 ¥873 ¥—
For the year ended March 31, 2018
¥ in millions US$ in thousands
f;r;c:;i: Gain on sale Loss on sale fgr?:;gz Gain on sale Loss on sale
Stocks ¥6,154 1,498 ¥- $57,925 $14,100 $-
Total ¥6,154 ¥1,498 = $57,925 $14,100 $-
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1 2 Derivatives

(a) Derivatives transactions for which hedge accounting has not been applied

Not applicable.

(b) Derivatives transactions for which hedge accounting has been applied

Currency-related
As of March 31, 2017

¥ in millions

Hedge Contract
accounting Contract amount over
method Transaction Hedged item amount one year Fair value

Forward exchange

contracts

Buy-USD F t i ¥17,270 ¥5,104 ¥1,402
Allocation  Buy-CNY orecastiransactions 12,219 4,843 (12)
method - denominated in foreign

Non-deliverable currencies

forward contracts

(NDF)

Buy-CNY 4917 - (54)
Total ¥34,407 ¥9,947  ¥1,335

Fair value is based on quotes obtained from counterparty financial institutions.
As of March 31, 2018
¥ in millions US$ in thousands

Hedge Contract Contract
accounting Contract amount over Contract amount over
method Transaction Hedged item amount one year Fair value amount one year Fair value

Forward exchange

contracts

Buy-USD - " ; ¥14,743  ¥2,049 ¥ (20) $138,770 $19,286  $ (188)
Allocation  Buy-CNY orecast transactions 11,233 2,717 725 105,732 25574 6,824
method — = denominated in foreign

Non-deliverable currencies

forward contracts

(NDF)

Buy-CNY 8,673 = (239) 81,635 - (2,249
Total ¥34,650 ¥4,767 ¥ 465 $326,148 $44,870 $ 4,376

Fair value is based on quotes obtained from counterparty financial institutions.

13 Employees’ Retirement Benefits
(a) Outline of the retirement benefit plans adopted by
the Company
The Company adopts a combination plan of a funded and un-
funded defined benefit plan, defined contribution plan, and
employees’ pension fund plan (multi-employer pension plan).
The Company maintains a cash-balance plan, which is a con-
tract-type corporate pension plan, as a defined benefit corporate
pension plan (funded). Under this plan, a hypothetical individual
account balance corresponding to each participant’s funded
amount and the basis of the pension amount is established. An
earned interest credit based on market interest rate trends and a
point allocation, which is determined by the number of service
years and employee rank multiplied by a unit value of point, are
accumulated in this hypothetical individual account balance.
Under the lump-sum payment plan (unfunded), employees
who terminate their employment are entitled to lump-sum benefits

TSUMURA & CO.

based on their length of service and level of compensation at the
time of the termination.

The Company’s consolidated subsidiaries maintain a defined
benefit corporate pension plan, defined contribution corporate
pension plan, and employees’ pension fund plan (multi-employer
pension plan). For the defined benefit corporate pension plan,
the Company’s consolidated subsidiaries use the simplified
method for the calculation of net defined benefit liability and
retirement benefit expenses.

In addition, the Group may pay meritorious service awards to
employees in excess of the prescribed formula.

The employees’ pension fund, in which the Group partici-
pates, is a multi-employer type. Since it is difficult to reasonably
calculate companies’ portion of the plan assets corresponding
to its contributions, the contributions to the plan assets are
recorded as retirement benefit expenses.



(b) Defined benefit plan

(1) The changes in retirement benefit obligations for the years ended March 31, 2017 and 2018 are as follows:

¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Balance at beginning of year ¥15,653 ¥15,942 $150,056
Service cost 873 855 8,047
Interest cost 61 62 583
Actuarial gain or loss (70) 43 404
Benefit paid (586) (372) (3,501)
Other 10 9 84
Balance at end of year ¥15,942 ¥16,541 $155,694
(2) The changes in plan assets for the years ended March 31, 2017 and 2018 are as follows:
¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Balance at beginning of year ¥15,709 ¥16,917 $159,233
Expected return on plan assets 543 585 5,506
Actuarial gain or loss 186 146 1,374
Employer’s contribution 1,056 1,072 10,090
Benefit paid (583) (360) (3,388)
Other 4 (0) (0)
Balance at end of year ¥16,917 ¥18,360 $172,816

(3) The reconciliation between the year-end balances of retirement benefit obligations and plan assets and the amounts of asset and lia-

bility related to retirement benefits on the consolidated balance sheets as of March 31, 2017 and 2018 are as follows:

¥ in millions US$ in thousands

For the years ended March 31, 2017 2018 2018
Funded retirement benefit obligations ¥ 15,892 ¥ 16,494 $ 155,252
Plan assets (16,917) (18,360) (172,816)
(1,024) (1,866) (17,564)

Unfunded retirement benefit obligations 50 46 432
Net liability (asset) on the consolidated balance sheet (974) (1,819) (17,121)
Net defined benefit liability 84 88 828
Net defined benefit asset (1,058) (1,908) (17,959)
Net liability (asset) on the consolidated balance sheet ¥ (974) ¥ (1,819) $ (17,121)

(4) The components of retirement benefit expenses for the years ended March 31, 2017 and 2018 are as follows:

¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Service cost ¥ 873 ¥ 855 $ 8,047
Interest cost on benefit obligation 61 62 583
Expected return on plan assets (543) (585) (5,506)
Amortization of actuarial gain or loss 289 265 2,494
Amortization of prior service cost 6 6 56
Other 22 29 272
Retirement benefit expenses ¥ 708 ¥ 633 $ 5,958
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(5) The components of remeasurements of defined benefit plans (before income tax effect) in other comprehensive income for the years
ended March 31, 2017 and 2018 are as follows:

¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Prior service cost ¥ 6 ¥ 6 $ 56
Actuarial gain or loss 546 368 3,463
Total ¥552 ¥375 $3,529

(6) The components of remeasurements of defined benefit plans (before income tax effect) in accumulated other comprehensive in-
come as of March 31, 2017 and 2018 are as follows:

¥ in millions US$ in thousands
For the years ended March 31, 2017 2018 2018
Unrecognized prior service cost ¥ 6 ¥ - $ -
Unrecognized actuarial gain or loss 118 (250) (2,353)
Total ¥125 ¥(250) $(2,353)
(7) The components of plan assets as of March 31, 2017, and 2018 are as follows:
1) The components of plan assets
For the years ended March 31, 2017 2018
Bonds 29% 31%
Stocks 33% 30%
General accounts 35% 35%
Other 3% 4%
Total 100% 100%

2) Determination of expected long-term rate of return on plan assets
The expected long-term rate of return on plan assets is determined considering the allocation of assets and the long-term rates of
return, which are expected currently and in the future, from the various components of the plan assets.

(8) The assumptions used for the years ended March 31, 2017 and 2018 are as follows:

For the years ended March 31, 2017 2018
Discount rate 0.4% 0.4%
Expected long-term rate of return on plan assets 3.5% 3.5%

(Note) The expected future salary increase rate is not presented since retirement benefit obligations are calculated without taking into account estimated future accumulated
points according to the benefit formula method.

(9) Simplified method
The plan for which the simplified method is applied are not separately disclosed but included in the above tables due to their immateriality.

(c) Defined contribution plan

The required contributions to the defined contribution plan (including the multi-employer pension plan accounted for in the same way
as the defined contribution plan) are ¥932 million and ¥644 million (US$6,061 thousand) for the years ended March 31, 2017 and 2018,
respectively.

The following summarizes the multi-employer pension plan for which the required contributions are recorded as retirement benefit
expenses:
(1) The overall funding status as of March 31, 2017 and 2018 is as follows:

¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Plan assets ¥531,916 ¥549,912 $5,176,129
Total of actuarial obligation and minimum actuarial reserve 538,160 547,838 5,156,607
Difference ¥ (6,243) ¥ 2,074 $ 19,521

(Note) The amounts in the above table are provided based on the most recently available information (as of March 31, 2016 and 2017 for fiscal 2017 and 2018, respectively).
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(2) The contribution ratios of the Company to the entire plan dur-
ing the years ended March 31, 2017 and 2018 are 3.90% and
4.03%, respectively.

(3) Supplemental information

As of March 31, 2017, the difference described in (1), ¥(6,243)
million, was calculated by the sum of the balance of the unamor-
tized prior service cost of ¥(34,540) million, deficient amount
carry forward of ¥(21,454) million, and voluntary reserve of
¥49,751 million.

14 Stock options
Not applicable.

15 Income Taxes

As of March 31, 2018, the difference described in (1), ¥2,074
million (US$19,521 thousand), was calculated by the sum of the
balance of the unamortized prior service cost of ¥(28,872) million
(US$(271,762) thousand), earnings of the fund of ¥2,650 million
(US$24,943 thousand), and voluntary reserve of ¥28,296 million
(US$266,340 thousand).

The balance of unamortized prior service cost represents the
present value of special premium income and is amortized using
the straight-line method with a 15.5%. premium ratio burdened
by the employer. The remaining amortization periods are five
years and zero months as of March 31, 2017.

The ratios in (2) are not equal to the actual share ratio.

(a) The significant components of deferred tax assets and liabilities as of March 31, 2017 and 2018 are as follows:

¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Deferred tax assets:
Net defined benefit liability ¥ 24 ¥ 27 $ 254
Accrued bonuses 697 731 6,880
Accrued business office taxes 124 247 2,324
Consigned research expenses 604 646 6,080
Loss on valuation of inventories 96 59 555
Other 611 598 5,628
Total deferred tax assets 2,159 2,311 21,752
Deferred tax liabilities:
Valuation difference on available-for-sale securities (1,590) (1,991) (18,740)
Deferred gains or losses on hedges (410) (146) (1,374)
Net defined benefit asset (324) (584) (5,496)
Other (199) (250) (2,353)
Total deferred tax liabilities (2,524) (2,972) (27,974)
Net deferred tax assets (liabilities) ¥ (365) ¥ (661) $ (6,221)
(Note) Net deferred tax assets and liabilities are included in the following accounts:
¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Current assets—deferred tax assets ¥ 1,325 ¥ 1,512 $14,231
Non-current assets—deferred tax assets 43 36 338
Non-current liabilities—deferred tax liabilities (1,733) (2,210) (20,801)
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(b) The significant differences between the statutory tax rate and the actual effective tax rate are as follows:

As of March 31, 2017 2018

Statutory tax rate 30.9% 30.9%

Effect of:

Inhabitants per capita taxes 0.5% 0.4%

Permanent differences (non-deductible) such as entertainment expenses 0.3% 0.4%

Permanent differences (non-taxable) such as dividend income (0.2)% (0.3)%
Tax credit for research and development expenses (2.8)% (2.5)%
Tax credit for taxation scheme to promote production facilities investment (0.3)% %

Decrease in valuation allowance (1.1)% —%

Other (1.4)% (1.8)%
Actual effective tax rate 25.9% 27.1%

16 Asset Retirement Obligations

Disclosure omitted due to insignificancy.

17 Segment Information

(Segment information)

Information by reportable segments for the years ended March 31, 2017 and 2018 is omitted since the Group has categorized its
reportable segments into a single segment, pharmaceutical products operation.

(Related information)
(1) Information by products and services

Information by products and services for the years ended March 31, 2017 and 2018 is omitted since more than 90% of sales and
services to external customers consisted of single category of product and service.

(2) Information by geographical areas
1) Sales

Information on sales by geographical area for the years ended March 31, 2017 and 2018 is omitted since sales to external
customers in Japan exceeded 90% of net sales in the consolidated statements of income.

2) Property, plant and equipment

Information on property, plant and equipment by geographical area for the years ended March 31, 2017 and 2018 is as follows:

As of March 31, 2017

¥ in millions
Japan China Other Total
¥54,540 ¥10,145 ¥0 ¥64,686
As of March 31, 2018
¥ in millions US$ in thousands
Japan China Other Total Japan China Other Total
¥60,371 ¥10,957 ¥0 ¥71,329 $568,251 $103,134 $0 $671,394
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(3) Information on major customers

¥ in millions US$ in thousands
For the years ended March 31, Related segment 2017 2018 2018
Sales to:
Alfresa Holdings Corporation Pharmaceutical products ¥28,065 ¥29,852 $280,986
MEDIPAL HOLDINGS CORPORATION Pharmaceutical products 25,050 25,806 242,902
SUZUKEN CO., LTD. Pharmaceutical products 19,642 20,016 188,403
TOHO HOLDINGS CO., LTD. Pharmaceutical products 14,478 13,899 130,826
(Related party information)
For the year ended March 31, 2017
Not applicable.
For the year ended March 31, 2018
Chinese
yuan in % of ¥in Us$in Account ¥in us$in
millions VOIiﬂg millions thousands title millions thousands
Name of the Stated Type of rights Business Type of Balance at the
Classification company Location capital business (owned) relationship transaction Transaction amount end of the year
Issuance of
s A (L new shares ¥21,309 $200,574 - - -
Major InHQEjrar?ceI ° Guangdong Life pAecy Capital e (Note 1)
shareholder Company of  China ¥33,800  jsirance 18'04 d b;ﬁsmessN i3 Disposal of
China, Ltd, (Owned)  alliance (Note 2)  treasury 6.012 56,588 B B N
shares
(Note 1)

Notes:

1. Ping An Life Insurance Company of China, Ltd. subscribed the Company’s shares at ¥3,559.5 (US$33.50) per share upon the Company's issuance of new shares and disposal
of treasury shares though a third-party allotment. The issue price was determined by negotiation with reference to the market price.

2.The capital and business alliance agreement has been concluded on September 22, 2017.

18 Amounts per Share

¥ in millions US$ in thousands
2017 2018 2018
Net assets per share ¥2,250.34 ¥2,532.11 $23.83
Profit per share 179.46 200.55 1.88
Notes:
1. Diluted profit per share is not stated since there are no dilutive shares.
2.Basis of calculation
1) The basis of calculation of net assets per share is as follows:
¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Total net assets ¥157,397 ¥196,533 $1,849,896
Amounts to be deducted from total net assets 2,613 2,933 27,607
[Of which, non-controlling interests] [2,613] [2,933] [27,607]
Amounts attributable to shareholders of common stock ¥154,783 ¥193,599 $1,822,279
Number of shares outstanding at the end of the year (Shares in thousands) 68,782 76,457
2) The basis of calculation of profit per share is as follows:
¥ in millions US$ in thousands
As of March 31, 2017 2018 2018
Profit attributable to owners of parent ¥12,488 ¥14,504 $136,521
Amounts not attributable to owners of parent - - -
Amounts attributable to owners of parent related to common stock ¥12,488 ¥14,504 $136,521
Weighted-average number of shares outstanding (Shares in thousands) ¥69,592 ¥72,324
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19 Subsequent Events
Not applicable.

20 Supplemental Information
(1) Corporate Bonds

* in millions thouggfczg
Issuer Type of issue Issue date Interest rate (%)  Redemption period 2017 2018 2018
TSUMURA & CO. The 1st unsecured corporate
bond with limited inter-bond
pari passu clause June 2, 2017 0.2 May 31, 2024 ¥—  ¥15,000 $141,189
TSUMURA & CO. The 2nd unsecured corporate
bond with limited inter-bond
pari passu clause June 2, 2017 0.3 June 2, 2027 ¥ 15,000 141,189
Total ¥-  ¥30,000 $282,379
Note:
The annual redemption schedule for five years after the balance sheet date is as follows:
¥ in millions

Within one year

Over one year
within two years

Over two years
within three years

Over three years
within four years

Over four years
within five years

¥ ¥ ¥ ¥ ¥
(2) Short-term loans payable, long-term loans payable, and lease obligations
¥ in millions US$ in thousands
Average interest
As of March 31, rates (%) Maturity due 2017 2018 2018
Short-term loans payable 0.4 - ¥12,581 ¥10,314 $ 97,082
Current portion of long-term loans payable 0.3 - - 15,000 141,189
Current portion of lease obligations - - 34 40 376
Long-term loans payable excluding
current portion 0.3 September 2021 24,376 9,376 88,253
April 2019 to
Lease obligations excluding current portion - January 2025 97 145 1,364
Other interest-bearing debt - - - - -
Total - - ¥37,088 ¥34,876 $328,275
Notes:

1. "Average interest rate” represents the weighted-average interest rate of loans as of the balance sheet date.

2.Long-term guarantee deposited is not included above, although the amount equivalent to the interest is recognized.
3.Lease obligations on the balance sheet include the amount equivalent to the interest portion of total lease payments. Therefore, “average interest rate” of lease obligations is

not stated.

4.The annual repayment schedule of long-term loans payable and lease obligations excluding current portion for five years after the balance sheet date is as follows:

¥ in millions

Over one year
within two years

Over two years
within three years

Over three years
within four years

Over four years
within five years

Long-term loans payable ¥ -

Lease obligations 38

¥ -
34

¥9,376
27

¥ -
24

US$ in thousands

Over one year
within two years

Over two years
within three years

Over three years
within four years

Over four years
within five years

Long-term loans payable $ -

Lease obligations 357

$ -
320

$88,253
254

3 =
225

(3) Details of Asset Retirement Obligations
Not Applicable.
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21 Other

Quarterly information

(Year-to-date) First quarter Second quarter Third quarter Fiscal year
Net sales (millions) ¥29,068 ¥58,282 ¥90,911 ¥117,879
Profit before income taxes (millions) 4,561 9,238 17,140 20,284
Profit attributable to owners of parent (millions) 3,194 6,614 12,302 14,504
Profit per share (yen) 46.45 96.16 173.06 200.55

(Quarterly) First quarter Second quarter Third quarter Fourth quarter
Profit per share (yen) ¥46.45 ¥49.71 ¥76.31 ¥28.81
(Year-to-date) First quarter Second quarter Third quarter Fiscal year
Net sales (thousands) $273,606 $548,588 $855,713 $1,109,553
Profit before income taxes (thousands) 42,931 86,954 161,332 190,926
Profit attributable to owners of parent (thousands) 30,064 62,255 115,794 136,521
Profit per share (dollar) 0.43 0.46 0.71 0.27

(Quarterly)

First quarter

Second quarter

Third quarter

Fourth quarter

Profit per share (dollar)

$0.43

$0.46

$0.71

$0.27
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Reference

The aforementioned consolidated financial statements and notes to the consolidated financial statements as well
as the following independent auditor’s report can be found in the English-language version of the Company’s 2018
integrated report.

pwc

Independent Auditor’s Report

To the Board of Directors of TSUMURA & CO.

We have audited the accompanying consolidated financial statements of TSUMURA & CO. (“the
Company”) and its consolidated subsidiaries, which comprise the consolidated balance sheet as at
March 31, 2018, and the consolidated statement of income, consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, while the purpose of the financial statement audit is not to express an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the Company and its consolidated subsidiaries as at March 31, 2018, and their
financial performance and cash flows for the year then ended in accordance with accounting
principles generally accepted in Japan.

PricewaterhouseCoopers Aarata LLC
Otemachi Park Building, 1-1-1 Otemachi, Chiyeda-ku, Tokyo 100-0004, Japan
T: +81(3) 6212 6800, F: +81 (3) 6212 6801, www.pwe.com/jp/assurance
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To the Board of Directors of
TSUMURA & CO.
Page2

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the
year ended March 31, 2018 are presented solely for convenience. Our audit also included the
translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such translation
has been made on the basis described in Note 3 to the consolidated financial statements.

September 26, 2018
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