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Business Environment

In the fiscal year ended December 31, 2022 (“fiscal 2022”), the world
economy continued to gradually recover as restrictions on economic
activities were eased. However, the future remained unforeseeable as
signs of economic deceleration appeared in the latter half of the year due
in part to a rise in interest rates in various countries amid rapid inflation
and the prolonged Russia-Ukraine crisis.

Amid these circumstances, the Kuraray Group (hereinafter “the Group™)
worked to tackle the three challenges outlined in the medium-term
management plan “PASSION 2026,” which was launched at the
beginning of the year: 1) Sustainability as an opportunity, 2) Innovations
starting from networking, and 3) Transformation of people and
organization. In addition, we revised the prices of products that were

affected by soaring raw material and fuel costs while focusing on

global network we have constructed.

Consequently, consolidated operating results for fiscal 2022 are as
follows: net sales were ¥756,376 million (US$5,699,894 thousand)
(¥629,370 million (US$5,471,831 thousand) in the previous fiscal year);
operating income was ¥87,139 million (US$656,662 thousand) (¥72,256
million (US$628,204 thousand) in the previous fiscal year); ordinary
income was ¥84,060 million (US$633,459 thousand) (¥68,765 million
(US$597,853 thousand) in the previous fiscal year); and net income
attributable to owners of the parent was ¥54,307 million (US$409,246
thousand) (¥37,262 million (US$323,961 thousand) in the previous fiscal
year). Furthermore, we recorded an extraordinary loss of ¥5,785 million
(US$43,595 thousand) as costs related to the suspension of operations

due mainly to the suspension of some production facilities at a U.S.

ensuring a steady supply of high value-added products by levering the subsidiary.
Sales
(Billions of yen, rounded to the nearest hundred million)
Fiscal 2022 Fiscal 2021 Change
Net Sales ....................................................................................... ¥756‘4 ¥6294 +¥1270
Operating Income ............................................................................. 87‘1 723 +149
Ordinary Income .............................................................................. 84‘1 688 +153
Net Income Attributable to Owners of the Parent: -« -+ «--verrerrerreneenerereeeenee 54.3 373 +17.0
Results by Business Segment
(Billions of yen, rounded to the nearest hundred million)
Net Sales Operating Income
Fiscal 2022 Fiscal 2021 Fiscal 2022 Fiscal 2021
Vlnyl ACetate .................................................................................... ¥385‘3 ¥3047 ¥ 77.5 ¥583
Isoprene .......................................................................................... 65'6 619 4.3 61
Functional Materials ............................................................................ l 74.1 1424 8.6 87
Fibers and TeXtileS .............................................................................. 66.9 6 1 . 1 6.7 5 6
Trading ........................................................................................... 58.8 1440 5.1 48
Other BuSineSS .................................................................................. 52'1 443 2.7 12
Elimination & Corporate ....................................................................... (46.4) (1291) (]7.8) (124)
Total .............................................................................................. ¥ 756‘4 ¥6294 ¥ 87‘1 ¥723
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Sales in this segment were ¥385,345 million (US$2,903,881 thousand)
(¥304,690 million (US$2,296,081 thousand) in the previous fiscal year),
and segment income was ¥77,547 million (US$584,378 thousand)

(¥58,255 million (US$438,998 thousand) in the previous fiscal year).

(Billions of yen,
rounded to the nearest hundred million)

Net Sales Op. Income
385.3
304.7
775
T .
FY2021 FY2022 FY2021 FY2022

(1) The sales volume of PVOH resin decreased due to the suspension of
some production facilities at a U.S. subsidiary and a contraction in
demand in the latter half of the year. On the other hand, we continued
shifting to high value-added products while revising prices amid
soaring raw material and fuel prices. Shipments of optical-use poval
film declined significantly from the middle of the year due to the
impact of LCD panel inventory adjustments. In addition, to meet
needs for larger TV panel sizes, we decided to make a capital
investment at the Kurashiki Plant (slated to begin operating in mid
2024), announcing this intention on May 9, 2022. As for Advanced
Interlayer Solutions, sales of PVB film, especially for use in
construction applications in North America, held steady year on year.
Sales of water-soluble PVOH film were firm for use in unit dose
laundry detergent packets.

(2) As for EVAL™ ethylene vinyl alcohol copolymer (EVOH resin),
the sales volume increased due to steady performance for use in food
packaging applications as we revised product prices. In response to
strong demand, we worked to improve productivity and decided to
invest in production capacity expansion in Europe and the United

States.

Sales in this segment were ¥65,635 million (US$494,612 thousand)
(¥61,940 million (US$466,767 thousand) in the previous fiscal year), and
segment income was ¥4,270 million (US$32,178 thousand) (¥6,080

million (US$45,818 thousand) in the previous fiscal year).

(Billions of yen,
rounded to the nearest hundred million)

Net Sales Op. Income
61.9 65.6
6.1
| 4.3
FY2021 FY2022 FY2021 FY2022

(1) Amid soaring raw material and fuel prices, we revised the prices of
isoprene chemicals and elastomer. Nevertheless, the sales volume
decreased due to a temporary difficulty in procuring raw materials
and a contraction in demand in the latter half of the year.

(2) The sales volume of GENESTAR™ heat-resistant polyamide resin

decreased due in part to inventory adjustments in automotive parts

and electric and electronic devices.

Sales in this segment were ¥174,059 million (US$1,311,673 thousand)
(¥142,366 million (US$1,072,841thousand) in the previous fiscal year),
and segment income was ¥8,574 million (US$64,612 thousand) (¥8,673
million (US$65,358 thousand) in the previous fiscal year).

(Billions of yen,
rounded to the nearest hundred million)

Net Sales Op. Income
1741
142.4
8.7 8.6
FY2021 FY2022 FY2021 FY2022

(1) In the methacrylate business, the sales volume decreased due in part
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to electric and electronic device inventory adjustments. Soaring raw
material prices and deteriorating market conditions also had a
negative impact.

(2) In the medical business, sales of cosmetic dental materials expanded
in Japan and overseas.

(3) In the environmental solutions business, demand for drinking water
and water for industrial applications increased, especially in Europe
and the United States, and sales of activated carbon expanded. In
addition, we revised product prices due to soaring raw material and
fuel prices.

(4) In the aqua business, demand for hollow fiber membranes for water

treatment remained steady.

Sales in this segment were ¥66,859 million (US$503,836 thousand)
(¥61,082 million (US$460,301 thousand) in the previous fiscal year), and
segment income was ¥6,736 million (US$50,761 thousand) (¥5,608
million (US$42,261 thousand) in the previous fiscal year).

(Billions of yen,
rounded to the nearest hundred million)

Net Sales Op. Income
61.1 66.9
5.6 6.7
.
bFY2021 FY2022 ‘FY2021 FY2022

(1) Sales of CLARINO™ man-made leather expanded for use in
automotive and luxury products.

(2) In fibers and industrial materials, KURALON™ was affected by a
delayed recovery in the production of automobiles and an economic
slowdown in the latter half of the year, while sales of VECTRAN™
remained favorable, especially for exports.

(3) In consumer goods and materials, demand for KURAFLEX™ in the
restaurant industry was weak despite an increase in shipments for

hygienic applications.

Sales in this segment were ¥58,844 million (US$443,436 thousand)
(¥144,027 million (US$1,085,358 thousand) in the previous fiscal year),
and segment income was ¥5,121 million (US$38,591 thousand) (¥4,842
million (US$36,488 thousand) in the previous fiscal year). In comparison
with the previous methods, net sales decreased ¥84,985 million
(US$640,430 thousand) due to the adoption of the Accounting Standard
for Revenue Recognition and other factors.

(Billions of yen,
rounded to the nearest hundred million)

Net Sales Op. Income
144.0
58.8
. 4.8 5.1
FY2021 FY2022 FY2021 FY2022

(1) In fiber-related businesses, sales expanded, especially for wearables
and other sportswear.

(2) Although sales of resins and chemicals had been brisk in the Asian
market in the first half of the year, sales were affected by the

economic slowdown in the second half of the year.

In Other Business, domestic affiliates saw sales recover. As a result,
segment sales were ¥52,051 million (US$392,246 thousand) (¥44,327
million (US$334,039 thousand) in the previous fiscal year), and segment
income was ¥2,679 million (US$20,188 thousand) (¥1,206 million

(US$9,088 thousand) in the previous fiscal year).

(Billions of yen,
rounded to the nearest hundred million)

Net Sales Op. Income

521
443

2.7

|

FY2021 FY2022 FY2021 FY2022
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Outlook for the Fiscal Year Ending December 31, 2023

The outlook for the economic environment over the next year is
expected to shift toward a recovery trajectory in the latter half of the year
despite lingering risks of an economic slowdown due to financial
tightening, especially in Europe and the United States, in addition to
geopolitical risks, including the Russia-Ukraine situation.

Amid this situation, the Group will continue to promote measures in

line with its medium-term management plan “PASSION 2026 and

stably supply high value-added products by leveraging its comprehensive
Group strengths while paying careful attention to trends in demand and
the supply chain. In addition, we will safely set up activated carbon
manufacturing equipment in the United States, the new water soluble
poval film plant in Poland as well as an isoprene base in Thailand, and
swiftly make them profitable.

Based on these circumstances, the outlook for fiscal 2023 is as follows:

(Billions of yen, rounded to the nearest hundred million)

Forecast for

Fiscal 2022 Fiscal 2023 Change (Adjusted)
Net Sales ................................................................................... ¥7564 ¥ 830‘0 9‘7%
Operating Income ............................................................................ 871 84'0 (36) %
Ordinary Income ........................................................................... 841 79'0 (60) %
Net Income Attributable to Owners of the Parent: -« -« «-crverreereeeree... 543 51.0 (6.1) %

For the forecast of operating results for fiscal 2023, we assume average exchange rates of ¥130 to the U.S. dollar and ¥140 to the euro, as well as a

domestic naphtha price of ¥69,000 per kiloliter.

[Reference] Forecast of Results by Segment for Fiscal 2023

(Billions of yen, rounded to the nearest hundred million)

Net Sales Operating Income

Forecast for Forecast for

Fiscal 2022 Fiscal 2022

Fiscal 2023 Fiscal 2023
VAIYL ACEEALE +++++#w e s st oo e e s st e e e e sttt ¥385.3 ¥430.0 Y775 ¥79.0
Isoprene ......................................................................................... 656 78.0 43 1'0
Ful’lCthl’lal Materlals .......................................................................... 1 741 1 95'0 86 ()'0
FDErS And TEXHLES -+ +«+vv+resrrernssnesnesmnarnetnetnetnettt et tteteteteteteeiereaeaas 66.9 72.0 6.7 55
TEAGENE -+ v e e e e s 58.8 63.0 5.1 52
Other BuSlness ................................................................................. 521 41.0 27 1'0
Elimination & COIPOIate -+« ««+«rrsrrrrssmrrsssmmessmmssssreessee e (46.4) (49.0) (17.8) (16.7)
R 7 IR ¥ 756.4 ¥ 830.0 ¥87.1 ¥ 84.0
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Millions of yen

Thousands of
U.S. dollars

Fiscal 2022 Fiscal 2021 Fiscal 2022
(December 31,2022)  (December 31, 2021) (December 31, 2022)
ASSETS
I Current assets:
1 Cash and dePOSILS .....c.eveuiriirieieiieiestee sttt sttt een ¥123,724 ¥151,942 $932,359
2 Notes and accounts receivable—trade™™...........cccooiiiririiieieiceicereeeee s — 135,768 =
3 Notes and accounts receivable—trade, and contract assets @ *10 157,016 - 1,183,240
4 Short-term INVESMENt SECULITIES ....evveveverrererisiereteiteiesies ettt esese s sesesessesens 4,852 3,855 36,564
5 Merchandise and finished goods... 145,851 103,505 1,099,103
6 WOTK 10 PTOCESS ...v.vivieveteiieretieiet ettt ettt ettt e bese e bt seesesess bt essesesess s esess 19,078 15,699 143,768
7 Raw materials and SUPPLES .......cooveveveiiieieieieieieieieeee ettt eees 60,104 38,100 452,931
B OO .t e e et te e s teeeabeeete e tbeeabeeaeearrean 23,815 21,745 179,465
9 Allowance for doubtful accounts.. (510) (443) (3,843)
TOLAl CUFTEIE ASSELS..........o.ovivveiereiererevereteteseeeeeeeeeeeeaee et tes et e se st e et et sasenesesenasssans 533,933 470,174 4,023,610
II Noncurrent assets:
1 Tangible fixed assets:
(1) Buildings and structures, NEt™ ™% . .........cocovieiieieeeeeceee e 94,745 88,801 713,979
(2) Machinery, equipment and vehicles, net™...............ccoooiiiveiiiieieeeeee e 219,200 200,500 1,651,846
(BYLANA™ ™Y, .ottt ettt ettt et ettt bttt 23,264 22,648 175,313
(4) CONSLIUCHON TN PIOZTESS +.vvevvvrreevrrseusrseesseeasseessssessseesssessssessssessssessssessssessssessssesnns 137,424 117,319 1,035,599
(5) Other, net™............co.o...... 37,926 25,997 285,803
Total tangible fixed aSSES™ .................cocooveveveririrereretereeeteeceeeee et 512,562 455,266 3,862,562
2 Intangible fixed assets:
(1) GOOAWILL ...t ettt sttt sbeeeean 56,058 52,635 422,442
(2) CUSLOMEL-TEIAtEd ASSELS ......cvveeeeeereeeerereiereseteteteeeeeseseeeeeeeeeeeesensesesesesese st ese e seseeas 30,432 29,176 229,329
(3) OtNET ..ottt ettt ettt ettt eaeenean 34,993 32,243 263,700
Total intangible fiXed aSSetS ...................cc.cooveveivevrrererrereieereieeeeeeeeeerereeeereeeseernnas 121,484 114,055 915,479
3 Investments and other assets:
(1) INVESEMENE SECUITHIES™ .....vvivivieieieiieiie ettt ettt es et b e s aenas 23,194 25,689 174,785
(2) Long-term 10ans reCeivabIe ........c.cciririeriirieieiiietie ettt 97 121 731
(3) Net defined benefit @SSELS ...........ovevevverevereeeieeeeeteeeeeeeeeesceeeeesesensesesesesesesese e 2,104 3,066 15,855
(4) DEfEITEd tAX ASSELS ....vuvvevereererierrerisiseassiessssesessesssesssse st s st s st st snsessnsesensessneesans 16,718 13,980 125,983
(5) OBRET ..ottt s e s s 11,458 8,686 86,345
(6) Allowance for dOUbHfUl ACCOUNS ..........cvververerrieereieerereerereeiesieteses e seneeees (20) (26) (151)
Total investments and Other SSELs......................cceveveveueuieiieiieeieeerereeereerereeeaenas 53,553 51,517 403,564
TOtal NOMCUITENE ASSELS ..........c.ovevivieieieieiierieseseretereteteseteaeaeeeessessesasseseseseseseseseseseans 687,600 620,839 5,181,613
TOTAL ASSETS ¥1,221,533 ¥1,091,014 $9,205,222

The accompanying notes are an integral part of the financial information.
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Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
(December 31, 2022) (December 31, 2021) (December 31, 2022)
LIABILITIES
I Current liabilities:
1 Notes and accounts payable—rade™® ...........ccccvevevevereririeieiceeee e ¥52,717 ¥49,641 $397,265
2 ShOTt-term DOTTOWINGS™ .......vivivivieieitieceeiie ettt se v 34,480 34,480 259,834
3 Commercial Paper.........ccceveveererererennens 10,000 — 75,358
4 Current portion of bonds payable ...........cceiviriiiiriieire e 10,000 — 75,358
5 Current portion of 10ng-term DOITOWINGS .....c.eoveirvirririeirierieiee e 30,434 55,013 229,344
6 ACCTUR EXPEIISES ..c.vvvieineeneettete ettt et sttt et et b et ettt e e n et et et eneetesaeneeneenes 21,075 19,863 158,817
7 INCOME tAXES PAYADIE ...cuiniiiieiieiiiie ettt sttt 11,370 13,133 85,682
8 ProViISION fOr DOMUSES ......ccuiiiitietieitiiieiet ettt et sb e 9,132 7,996 68,817
O OthEr PIOVISIONS ...veuvueevietenteitetestenteiente sttt bttt ettt et esesa et st ebesaeeenesnesaeneenennen 111 89 836
1O OthEr™3™I0 ettt ettt ettt ettt ettt et s s e sttt seberenas 42,008 39,246 316,564
Total current HaDIlIties .............ooooviiiiiiiiiiieie e e ee e e 221,330 219,464 1,667,898
I Noncurrent liabilities:
1 BONAS PAYADIE ...ttt 60,000 60,000 452,148
2 Long-term borrowings 179,491 157,945 1,352,607
3 Deferred tax liabilities 17,279 12,022 130,211
4 Provision for directors’ retirement benefitS............cccooovveeiieiiioieieceeee e 294 375 2,216
5 Provision for environmental measures ... 397 365 2,992
6 Net defined benefit Habilities ..........ccvevuiieuieiiieee ettt e eveeans 25,626 25,629 193,112
7 Asset retirement OblIGAtIONS .........c.eieiruirieieerieiee et 5,303 4,821 39,962
B OHNET ittt ettt et e b ettt a et n et b sa et e ebe s ensesenen 43,275 30,787 326,112
Total noncurrent Habilities....................cooooiiiiiiiiii e 331,668 291,947 2,499,382
TOTAL LIABILITIES 552,998 511,411 4,167,280
NET ASSETS
I Shareholders’ equity:
1 CaPItal SEOCK .. .eveuieiiteeteieteeieei ettt ettt sttt et sttt et ne e 88,955 88,955 670,347
2 CaPItal SUTPIUS......eeviieiitiieieiete ettt st sttt st sttt e et ene e 87,152 87,166 656,760
3 REtAINEA CAITIINES ....vviveneenietieteeeitete ettt sttt sttt ettt be sttt et e e eneeseeseneeneenenee 399,910 359,898 3,013,640
4 Treasury stock (25,735) (15,885) (193,934)
Total shareholders’ equity............cc..ccooiiiiiiiiniiiiiiii e 550,282 520,134 4,146,812
Il Accumulated other comprehensive income:
1 Valuation difference on available-for-sale SECUTTtIES. ........erveeruerierieirieieieieeeeiee 5,769 7,273 43,474
2 Deferred gains or 10SS€S 0N hedgeS. .......vevveiiriirieiriirieieit e 611 219 4,604
3 Foreign currency translation adjustment.... 90,555 34,648 682,404
4 Remeasurements of defined benefit plans ...........cccooeviiiiiiniiiiiieneeee e (468) (2,291) 3,527)
Total accumulated other comprehensive income................c..ccccooiiiiininninnn. 96,467 39,850 726,956
III Subscription rights t0 SHATeS............cccoociiiiiiiiiiiie et 341 414 2,570
IV Noncontrolling INterests.........ccoieriiiiiiiiiiiieeeneerieeteeste e e e esaee st e e e sreeseeseeeane less 19,203 161,590
TOTAL NET ASSETS ...ttt 668,534 579,602 5,037,935
TOTAL LIABILITIES AND NET ASSETS......c.cocoovovoviioieiieieieeeeeeeeeeeeveeneneenenen. $1,221,533 ¥1,091,014 $9,205,222

The accompanying notes are an integral part of the financial information.
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Consolidated Statement of Income

Millions of yen

Thousands of
U.S. dollars

Fiscal 2022

(January 1, 2022 to
December 31, 2022)

Fiscal 2021
(January 1, 2021 to
December 31, 2021)

Fiscal 2022
(January 1, 2022 to
December 31, 2022)

II

INEE SALES™L......ovieieetetieetete ettt ettt r e s et e e seseeeerebe s bessesereseasesessesereseasserenns
COSE OF SALES™ ..ottt ettt s st e et e s et ete e betenssreresrnons

¥756,376
514,713

¥629,370

425,234

$5,699,894
3,878,772

Gross profit

241,663

204,136

1,821,123

I

Selling, general and administrative expenses:
1 Selling eXpenses ..........ccceeeeereeneenne

2 General and administrative EXPEnSes™...........oovovviririeieieieieiereieseieeiereeeeseeeseee s

46,678
107,845

38,721
93,157

351,756
812,698

Total selling, general and administrative eXpenses™ ................cccooerrreurreeurinennnns

154,524

131,879

1,164,461

OPerating iMCOMIE ...........cc.oiiiiiiiiiii ettt ettt sbe st eneenbeseeens

87,139

72,256

656,662

18Y

B

Non-operating income:

1 INEETEST INCOMIE ...ttt ettt ettt ettt ettt st sttt st et be e nnes
2 DivIdend INCOME ......ouerueuieiiriinieiieiietet ettt sttt et sttt ea e eesenaens
3 Equity in earnings of affiliates.........cooceviiiiiiiiiiiii e
4 Gain on investments in investment Partnerships..........cooceevevereerierereeneneeieeneeean
5 OthET ..ot

450
714
271
382

1,708

141
553
261
79
1,403

3,391
5,381
2,042
2,879
12,871

Total non-operating INCOME...............coceoiiiiiiiiiiiiiinice e

3,527

2,439

26,579

\/

Non-operating expenses:
1 INtETESE EXPEIISES ...veuvieienritietieiteteeit ettt ettt ettt be sttt sttt sae e eneneeeeee

2 Foreign exchange losses

3 Loss on disposal of tangible fixed aSsets ........c.ceeveerieririeieneiieerieeee e
4 OTRET ..ttt ettt sttt sttt aes

1,457
1,021

986
3,140

1,627
188
639

3,475

10,980
7,694
7,430

23,662

Total nON-0perating eXPEeISEes ............cc.coiriiiiiniiiiiiieriieiee ettt

6,606

5,930

49,781

Ordinary INCOME.............ccooiiiiiiiiiii ettt

84,060

68,765

633,459

Extraordinary income:
1 Gain on sale of INVESMENt SECUTTHES.........erverererterieieiere ettt eeeeeens
2 INSUTANCE TNCOME™ .........ooiiiiiiiiietceeie ettt
3 SUDSIAY TNCOMIE ...ttt ettt ettt ettt ettt esbesbesbeeneenbeseeens
4 Compensation for property transfer.

2,614
1,415

563
544
510
422

19,699
10,663

Total extraordinary iNCOME...............cccoociiiiiniiiiiiiiiie e

4,030

2,040

30,369

VI

=]

Extraordinary loss:

1 Costs related to the suspension of OPErations™ ............ccccoveveurveveieiereereeseseeee s
2 L0SS 0N HHEAON"C........ooiviiiiiecee et
3 IMPAITMENE LSS ...ttt ettt eees
41088 O dISASLET™ ...ttt
5 Loss on disposal of tangible fixed assets™..........cccvviviriririerirererereereeereeeeees s
6 Loss on tax purpose reduction entry of non-current assets .............coeceeveeruereecuenenenns

5,785
1,819
1,385
653
450

1,350
4,296
1,569
3,284
1,183

423

43,595
13,708
10,437
4,921
3,391

Total extraordinary loSs...........c..cocoooiiiiiiiiiii e

10,094

12,108

76,066

Income before income taxes

77,997

58,697

587,769

INCOME tAXES—CUITENL.....ccueiiiitieiiitieiteie sttt sttt
Income taxes for prior Periods™ ¥ ............cooviiiviieeieeeceee e

Income taxes—deferred..

21,232

1,155

19,718
1,386
(767)

160,000

8,704

Total INCOME TAXES .......ooevviiiiiiie ettt ettt e teeeabeesaeesaaessseeaeeeaeeas

22,388

20,336

168,711

INEEIMCOMNE ..ottt et e et e et e e ste e tbessbeeteesreessseesasennaas

55,608

38,360

419,050

Net income attributable to noncontrolling interests ...................ccccooeniiiiennnnn.

1,300

1,098

9,797

Net income attributable to owners of the parent ...................c..cccociiiniiiinnnnnn.

¥54,307

¥37,262

$409,246
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Consolidated Statement of Comprehensive Income

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
(January 1, 2022 to (January 1,2021 to (January 1,2022 to
December 31, 2022) December 31, 2021) December 31, 2022)
| O o 1101 11 LSOO ¥55,608 ¥38,360 $419,050
II Other comprehensive income:
1 Valuation difference on available-for-sale SECUTHIES ..........cocuviivivveeeeiiiieciiee e (1,504) 426 (11,334)
2 Deferred gains or 10SSes 0N hed@es .......coveveiruiriiieiieieeeeeee e 645 793 4,861
3 Foreign currency translation adjustment ............ccecvevvenieieineeneeeinenee e enes 56,798 33,130 428,018
4 Remeasurements of defined benefit plans. 1,822 3,030 13,730
Total other comprehensive inCome™ .................ococovviiiiininininieeereeeeeen, 57,762 37,380 435,283
III Comprehensive iINCOME............coceeiiimiiriienieieeeee ettt ettt e e seee e e eeesneee ¥113,371 ¥75,741 $854,341
Comprehensive income attributable to
1 OWNETS Of the PATENL......eeutiiiiiieiiiieiiee ettt s ¥110,925 ¥74,491 $835,908
2 NoNCONIOIIING INEETESES ....eveeveriieiieiiiieiieste ettt ettt st et e sbesaens 2,446 1,249 18,433

The accompanying notes are an integral part of the financial information.



| Consolidated Statement of Changes in Net Assets |

Kuraray Co., Ltd. and its consolidated subsidiaries / Year ended December 31, 2022

Millions of yen
Shareholders’ equity
Total
Capital Retained Treasury shareholders’
Fiscal 2022 (January 1, 2022 to December 31, 2022) Capital stock surplus earnings stock equity
Balance at January 1,2022...............ccccevenn. ¥88,955 ¥87,166 ¥359,898  ¥(15.,885) ¥520,134
Cumulative effects of changes in accounting
POLICIES .o (388) (388)
Restated balance.....................cccoeeeiiiiiiiiiin, ¥88,955 ¥87,166 ¥359,509  ¥(15,885) ¥519,745
Changes of items during the period
Cash dividends.......c...ccoevviviieiieciecieeeeeee, (13,908) (13,908)
Net income attributable to owners
of the parent ...........ccoevevererinencecnn 54,307 54,307
Changes resulting from inclusion of
subsidiaries in consolidation ..............c.ccce...... 2 2
Purchase of treasury stock..........cccccvveverieennee (10,002) (10,002)
Disposal of treasury stocK ..........cccevevveruerienenene (14) 152 138
Net changes of items other than
shareholders’ equity ..........ccoevverieerereenen.
Total changes of items during the period............... — (14) 40,401 (9,849) 30,537
Balance at December 31,2022............................ ¥88,955 ¥87,152 ¥399,910 ¥(25,735) ¥550,282
Millions of yen
Accumulated other comprehensive income
Total
Valuation Foreign accumulated
difference on Deferred gains  currency Remeasurements other Subscription
available-for-sale or losses translation of defined comprehensive rights to Noncontrolling ~ Total net
securities on hedges adjustment benefit plans income shares interests assets
Balance at January 1,2022.......... ¥7,273 ¥219 ¥34,648 ¥(2,291) ¥39,850 ¥414 ¥19,203 ¥579,602
Cumulative effects of changes
in accounting policies.............. (388)
Restated balance......................... ¥7,273 ¥219  ¥34,648 ¥(2,291) ¥39,850 ¥414 ¥19,203 ¥579,213
Changes of items during the period
Cash dividends...........ccoceueennee. (13,908)
Net income attributable to
owners of the parent................ 54,307
Changes resulting from
inclusion of subsidiaries in
consolidation..........c..ccceeueennene 2
Purchase of treasury stock......... (10,002)
Disposal of treasury stock.......... 138
Net changes of items other than
shareholders’ equity ................ (1,504) 392 55,906 1,822 56,617 (73) 2,240 58,783
Total changes of items during the
Period .....coeiviniiiiieeee (1,504) 392 55,906 1,822 56,617 (73) 2,240 89,321
Balance at December 31, 2022..... ¥5,769 ¥611 ¥90,555 ¥(468) ¥96,467 ¥341 ¥21,443 ¥668,534

The accompanying notes are an integral part of the financial information.



| Consolidated Statement of Changes in Net Assets |

Kuraray Co., Ltd. and its consolidated subsidiaries / Year ended December 31, 2022

Thousands of U.S. dollars

Shareholders’ equity

Total
Capital Retained Treasury shareholders’
Fiscal 2022 (January 1, 2022 to December 31, 2022) Capital stock surplus earnings stock equity
Balance at January 1,2022.............cccccceevinenn. $670,347 $656,865 $2,712,118 $(119,706) $3,919,623
Cumulative effects of changes in accounting
POLICIES ..o (2,924) (2,924)
Restated balance...............ccceeeninn. $670,347 $656,865 $2,709,186 $(119,706) $3,916,692
Changes of items during the period
Cash dividends..........cccovveveriieneneniiireeene (104,808) (104,808)
Net income attributable to owners
of the parent .........ccccoevevererireniccenn 409,246 409,246
Changes resulting from inclusion of
subsidiaries in consolidation ..............c.ccce...... 15 15
Purchase of treasury stock..........cccccvvenerieennene (75,373) (75,373)
Disposal of treasury stocK ..........ccceeevvererienennens (106) 1,145 1,040
Net changes of items other than
shareholders’ equity ..........ccoevvverveirereennn.
Total changes of items during the period............... — (106) 304,454 (74,220) 230,121
Balance at December 31,2022........................... $670,347 $656,760 $3,013,640 $(193,934) $4,146,812
Thousands of U.S. dollars
Accumulated other comprehensive income
Total
Valuation Foreign accumulated
difference on  Deferred gains currency Remeasurements other Subscription
available-for-sale or losses translation of defined comprehensive rights to Noncontrolling Total net
securities on hedges adjustment benefit plans income shares interests assets
Balance at January 1,2022.......... $54,808 $1,650 $261,100 $(17,265) $300,301 $3,120 $144,710  $4,367,762
Cumulative effects of changes
in accounting policies.............. (2,924)
Restated balance............ $54,808 $1,650 $261,100 $(17,265) $300,301 $3,120 $144,710  $4,364,830
Changes of items during the period
Cash dividends.........cc.ccoeuveennn. (104,808)
Net income attributable to
owners of the parent................ 409,246
Changes resulting from
inclusion of subsidiaries in
consolidation............cccceeeueuceene 15
Purchase of treasury stock......... (75,373)
Disposal of treasury stock 1,040
Net changes of items other than
shareholders’ equity ................ (11,334) 2,954 421,296 13,730 426,654 (550) 16,880 442,977
Total changes of items during the
PEriod ...t (11,334) 2,954 421,296 13,730 426,654 (550) 16,880 673,105
Balance at December 31, 2022..... $43,474 $4,604 $682,404 $(3,527) $726,956 $2,570 $161,590  $5,037,935

The accompanying notes are an integral part of the financial information.
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| Consolidated Statement of Changes in Net Assets |

Kuraray Co., Ltd. and its consolidated subsidiaries / Year ended December 31, 2022

Millions of yen
Shareholders’ equity
Total
Capital Retained Treasury shareholders’
Fiscal 2021 (January 1, 2021 to December 31, 2021) Capital stock surplus earnings stock equity
Balance at January 1,2021...............cccceeenn. ¥88,955 ¥87,178 ¥336,050 ¥(16,006) ¥496,177
Changes of items during the period
Cash dividends..........cocvevverieieniiniiieieeeeens (13,414) (13,414)
Net income attributable to owners
of the parent .........cccocevereveireneeieeeee 37,262 37,262
Purchase of treasury stock..........cccccevvvverieenee @) 2
Disposal of treasury stock (12) 123 111
Net changes of items other than
shareholders’ equity ..........ccoevveriverereennn.
Total changes of items during the period............... — (12) 23,847 120 23,956
Balance at December 31,2021 ............................ ¥88,955 ¥87,166 ¥359,898 ¥(15,885) ¥520,134
Millions of yen
Accumulated other comprehensive income
Total
Valuation Foreign accumulated
difference on  Deferred gains  currency Remeasurements other Subscription
available-for-sale or losses translation of defined comprehensive rights to Noncontrolling Total net
securities on hedges adjustment benefit plans income shares interests assets
Balance at January 1, 2021....... ¥6,847 ¥376)  ¥1,470 ¥(5,321) ¥2,620 ¥328 ¥16354  ¥515481
Changes of items during the period
Cash dividends..........ccccoueuenen. (13,414)
Net income attributable to
owners of the parent....... 37,262
Purchase of treasury stock........ 2
Disposal of treasury stock........ 111
Net changes of items other than
shareholders’ equity ............... 426 595 33,178 3,030 37,229 86 2,848 40,165
Total changes of items during the
Period ....c..coeveeneniiiniicniecnne 426 595 33,178 3,030 37,229 86 2,848 64,121
Balance at December 31, 2021.. ¥7,273 ¥219 ¥34,648 ¥(2,291) ¥39,850 ¥414 ¥19,203 ¥579,602

The accompanying notes are an integral part of the financial information
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Consolidated Statement of Cash Flows |

Kuraray Co., Ltd. and its consolidated subsidiaries / Year ended December 31, 2022

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
(January 1, 2022 to (January 1,2021 to (January 1, 2022 to
December 31, 2022) December 31, 2021) December 31, 2022)
I Net cash provided by (used in) operating activities:
1 InCOmE BEFOIe INCOME tAXES ... .covvvieierrieeirieeeeteeeeereee e et e e eetee e eette e eae e eaaeeeeaaeeeenes ¥77,997 ¥58,697 $587,769
2 Depreciation and amortiZation ..............ceeeeruerieieerienieieeeneeeeeeeeseeeeee e eee e 65,456 59,003 493,263
3 Increase (decrease) in allowance for doubtful accounts .............cccoevevveeieiennnnnen. 9 (29) 68
4 Loss (gain) on sale of investment SECUTIHES ..........cererieirverieirireieeeeneeeieeeens (2,614) (563) (19,699)
S L0SS ON IIHIZALION ...ttt sttt 1,819 4,296 13,708
6 TMPAITMENTE 10SS...c.vitieiiiii ettt ettt sae e 1,385 1,569 10,437
7 Loss on disposal of tangible fixed assets..........cceririerereeieninieenesieeeine 450 1,183 3,391
8 Foreign exchange 10SSES (ZAINS) ... c.veveruerieieererieiirteieieeesteeseeee st eee e (2,777) (2,610) (20,927)
9 Interest and dividends INCOME .........cc.eeeveeeuieeeieeie et (1,165) (694) (8,779)
10 INEEIEST EXPEIISES ...ttt sttt ettt et sttt ettt et sae et ie e e sae e 1,457 1,627 10,980
11 Decrease (increase) in notes and accounts receivable—trade...........c..cccoeeueuennee. (12,500) (13,437) (94,197)
12 Decrease (INCrease) in iNVENTOTIES .....cc.veverteereeruerteriieteeteeeeesienteeneeneeseeeeeenneniesneas (54,716) (17,537) (412,329)
13 Increase (decrease) in notes and accounts payable—trade ............coceeceeienieniennee. 691 12,244 5,207
14 Increase (decrease) in provision for DONUSES ...........cererieirierenieereieieeseeeene 632 858 4,763
15 Increase (decrease) in net defined benefit liabilities..........cccoceeveeverierieieniennennnn 678 2,273 5,109
16 Decrease (increase) in net defined benefit assets.........cocevererirenineienenereeenne 664 (624) 5,004
17 OthET, DT ..cuivieiiietiteteieet ettt ettt ettt sttt sttt ae e nnene 4,771) 10,899 (35,953)
SUDLOLAL ..ottt 72,696 117,157 547,822
18 Interest and dividends inCOmMe 1eCEIVE ........coovvievireieiciieeeiee e 1,246 833 9,390
19 Interest eXPenSes PAIA .......oeeerierieirerieiriee ettt en s (1,186) (1,537) (8,937)
20 Income taxes (paid) refund...........ccooirirerieirini e (19,453) (14,127) (146,594)
21 Payments for loss on litigation....................... (1,575) (24,104) (11,869)
Net cash provided by (used in) operating activities.................c.ccoccevininiiiinnns 51,727 78,221 389,804
II Net cash provided by (used in) investing activities:
1 Net decrease (increase) in time dePOSItS.........eveerereeieerenieieeneneinene e 3,350 (150) 25,245
2 Net decrease (increase) in short-term investment securities.... — 6,000 —
3 Proceeds from sales and redemption of investment securities...............ccoceevenenne. 3,336 1,647 25,139
4 Purchase of tangible fixed assets and intangible fixed assets ............cccevvrerieenne (71,635) (68,408) (539,827)
5 Payments for disposal of tangible fixed assets and intangible fixed assets.......... (1,022) (1,774) (7,702)
6 Proceeds from sales of tangible fixed assets and intangible fixed assets............. 613 92 4,619
T OthET, MOttt sttt (3,266) (3,000) (24,612)
Net cash provided by (used in) investing activities...............c..cccoccvnninne (68,624) (65,595) (517,136)

12



Consolidated Statement of Cash Flows |

Kuraray Co., Ltd. and its consolidated subsidiaries / Year ended December 31, 2022

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
(January 1,2022 to (January 1,2021 to (January 1, 2022 to
December 31, 2022) December 31, 2021) December 31, 2022)
IIT  Net cash provided by (used in) financing activities:
1 Net increase (decrease) in commercial paper 10,000 (20,000) 75,358
2 Proceeds from long-term DOITOWINGS ........ccccevueriiriieienieniaieieeieeeee e 49,375 6,212 372,080
3 Repayment of long-term DOITOWINGS ......cc.evueeierueriieieniiiieie e (55,013) (29) (414,567)
4 Proceeds from iSSUaNCe OF DONAS .......c..oovvvveiiiiiiiieeieeeeeeceeeeeee e 10,000 — 75,358
5 Redemption 0f BONAS .......ooeviirieiiiiiiiceeere e — (20,000) —
6 Purchase of treasury StOCK........cooueiriririeieesieee e (10,002) 2) (75,373)
7 Proceeds from sales of treasury StOCK..........ocoverieieerenieinieieiceeeeseeeeeeee 0 82 3
8 Cash dividends Paid ..........cooivirieiiiiieee e (13,908) (13,414) (104,808)
9 Proceeds from stock issuance to noncontrolling interests............cccceereerieneninnne 502 1,820 3,783
10 Cash dividends paid to noncontrolling interests ............ccecuervereeierieniiniesieneennn (708) (220) (5,335)
L1 Oher, NEL.....ueieiieiieieiciietentc ettt sttt sttt ettt e ene et (2,297) (1,894) (17,310)
Net cash provided by (used in) financing activities .................c.cccocociinnn (12,053) (47,447) (90,829)
IV Effect of exchange rate changes on cash and cash equivalents........................... 4,943 4,224 37,249
A% Net increase (decrease) in cash and cash equivalents ... (24,0006) (30,596) (180,904)
VI  Cash and cash equivalents, beginning of year.............ccccccoeeervienvennenevenriennenne 151,487 182,084 1,141,575
VII Increase in cash and cash equivalents from newly consolidated subsidiaries.... 136 - 1,025
VIII Cash and cash equivalents, end of year™ ...................c.cocovoveiveriieeeecce e ¥127,616 ¥151,487 $961,688

The accompanying notes are an integral part of the financial information.
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| Notes to Consolidated Financial Statements
Kuraray Co., Ltd. and its Consolidated Subsidiaries / Year ended December 31, 2022

1. Basis of presenting consolidated financial statements

The accompanying consolidated financial statements of Kuraray Co., Ltd.

(hereinafter “the Company”) and its consolidated subsidiaries are
prepared on the basis of accounting principles generally accepted in
Japan, which are different in certain respects as to application and
disclosure requirements of International Financial Reporting Standards,
and are filed with the Japanese Ministry of Finance (the “MOF”) as
required by the Financial Instruments Exchange Law of Japan. The
accompanying consolidated financial statements are translations of those
filed with the MOF.

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

The United States dollar amounts included herein are provided solely
for the convenience of readers outside Japan and are stated, at the rate of
¥132.7 = $1, the approximate exchange rate prevailing on December 31,
2022. The translations should not be construed as representations that the
Japanese yen amounts have been, could have been, or could in the future

be, converted into the United States dollars at this or any other rate.

2. Scope of consolidation

(1) Number of consolidated subsidiaries

Fiscal 2022 Fiscal 2021

Number of consolidated

subsidiaries Y

76

(Major consolidated subsidiaries)

KURARAY TRADING Co., LTD., Kuraray Plastics Co., Ltd.,
KURARAY ENGINEERING CO., LTD., Kuraray Techno Co.,
Ltd., KURARAYKURAFLEX CO., LTD., KURARAY AQUA
CO., LTD., TECHNO SOFT CO., LTD., Kuraray Travel Service

Corporation, KURARAY SAIJO CO., LTD., KURARAY
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TAMASHIMA COMPANY, LIMITED, Iruma Country Club Co.,
Ltd., KURASHIKI KOKUSAT HOTEL LTD., KURARAY
FASTENING CO., LTD., Kuraray Noritake Dental Inc., Kuraray
Okayama Spinning Co., Ltd., OKAYAMA RINKOH CO., LTD.,
Kuraray Holdings U.S.A., Inc., Kuraray America, Inc., MonoSol
Holdings, Inc., MonoSol, LLC, Calgon Carbon Corporation,
Kuraray Europe GmbH, EVAL Europe N.V., OO0 TROSIFOL,
Kuraray Asia Pacific Pte. Ltd., Kuraray Hong Kong Co., Ltd.,
Kuraray (Shanghai) Co., Ltd., Kuraray China Co., Ltd., Kuraray
Methacrylate (Zhang Jia Gang) Co., Ltd., Kuraray Korea Ltd.,
Plantic Technologies Limited, Kuraray Specialities (Thailand) Co.,
Ltd., Kuraray Advanced Chemicals (Thailand) Co., Ltd., Kuraray
SC (Thailand) Co., Ltd., Kuraray GC Advanced Materials Co., Ltd.
and 42 other consolidated subsidiaries.

In the fiscal year ended December 31, 2022 (fiscal 2022),
Kuraray Trading Vietnam Co., Ltd. has been included in the scope

of consolidation due to an increase in its materiality.

(2) Names of major unconsolidated subsidiaries
(Major unconsolidated subsidiaries)
Kuraray South America Ltda.
Kuraray India Private Limited
(Reasons for excluding from the scope of consolidation)
The total assets, total sales and net income and loss (amount corre-
sponding to the owned interest) and retained earnings (amount
corresponding to the owned interest) of the unconsolidated subsidi-
aries have no material effect on the consolidated financial

statements.



Notes to Consolidated Financial Statements
Kuraray Co., Ltd. and its Consolidated Subsidiaries / Year ended December 31, 2022

3. Scope of application of equity method affiliates and subsidiaries

(1) Number of affiliates accounted for using the equity method

Fiscal 2022 Fiscal 2021

Number of affiliates
accounted for using the 2 2
equity method

(Name of major affiliates, etc.)

Hexin Kuraray Micro Fiber Leather (Jiaxing) Co., Ltd. and the other

(2) Unconsolidated subsidiaries and affiliates (Kuraray South America

Ltda. and Cenapro Chemical Corporation) have not been accounted

for using the equity method, because their net income and loss and
retained earnings (amount corresponding to the owned interest)

have no material effect on the consolidated financial statements.

4. Fiscal years of consolidated subsidiaries
The closing date of the consolidated subsidiaries is the same as the

consolidated closing date.

5. Accounting policies
(1) Valuation standards and methods for significant assets

a) Investment securities
Available-for-sale securities other than shares, etc. that do not
have a market price are stated at fair value at the year-end. (Net
unrealized gains or losses on these securities are recorded as a
separate component in “Net assets,” net of tax amount. The cost
of securities sold is determined based on the moving-average
cost of all such securities held at the time of sale.) Shares, etc.
that do not have a market price are stated at cost determined by
the moving-average method.

b) Derivative financial instruments
All derivatives are stated at fair value.

¢) Inventories
Finished goods, raw materials, and work-in-process are princi-

pally stated at the lower of cost determined by the first-in, first-

out method or net realizable value.
Supplies are principally stated at the lower of cost
determined by the moving-average method or net realizable

value.

(2) Depreciation method of significant depreciable assets
a) Tangible fixed assets (excluding lease assets and right-of-use
assets)
Depreciation is primarily computed using the straight-line method.
The estimated useful lives of assets are primarily as follows:
* Buildings and structures.................. 16 to 50 years
* Machinery, equipment and vehicles......... 4to 10 years
b) Intangible assets (excluding lease assets and right-of-use assets)
Amortization is primarily computed using the straight-line method.

The numbers of years for amortization are primarily as

follows:
e Goodwill........ooooiiiii 15 to 20 years
* Customer-related assets..................... 9 to 20 years

However, all minor amounts are charged or credited to income
directly in the year of acquisition.
c) Lease assets
Leased assets related to finance leases without transfer of
ownership
Amortization is primarily computed using the straight-line method
that adopts the lease terms as the useful lives with the residual
value being zero.
d) Right-of-use assets
Overseas subsidiaries and affiliates either apply IFRS 16
“Leases” or ASC 842 “Leases” and adopt a depreciation method
according to International Financial Reporting Standards or US
GAAP.
All leases as a lessee related to right-of-use are in principle
recognized as assets and liabilities on the consolidated balance

sheets.



Notes to Consolidated Financial Statements

Kuraray Co., Ltd. and its Consolidated Subsidiaries / Year ended December 31, 2022

(3) Accounting for significant allowance

a) Allowance for doubtful accounts
The Company and its consolidated subsidiaries provide for
doubtful accounts principally at an amount computed based on
the historical bad debt ratio during a certain reference period
plus an estimated uncollectible amount based on the analysis
of certain individual accounts.

b) Provision for bonuses
Provision for bonuses is stated at the estimated amount of the
bonuses to be paid to employees based on services provided
for the fiscal year.

¢) Provision for directors’ retirement benefits
Some of the consolidated subsidiaries accrue the liabilities for
their retirement benefits for directors and corporate auditors,
which is, in general, based upon the amounts required by the
subsidiaries’ internal regulations.

d) Provision for environmental measures
In order to provide for payments on disposal of
polychlorinated biphenyl (PCB) wastes removed from the
noncurrent assets and stored, and for expenditure on soil
remediation work, a provision is made based on the estimated

disposal cost.

(4) Accounting treatment of retirement benefit plan

a) Method for attributing estimated retirement benefits to
individual periods of service
In calculating benefit obligation, the benefit formula basis was
used to attribute estimated retirement benefits to periods up to
December 31, 2022.

b) Calculation of net actuarial gain or loss and prior service cost
Prior service cost is amortized on a straight-line basis over a
certain period (mainly 15 years), which falls within the
average remaining years of service of the eligible employees.

Actuarial gains or losses are amortized on a straight-line basis
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over a certain period (mainly 15 years), which falls within the
average remaining years of service of the eligible employees,
allocated proportionately commencing the year following the
year in which each respective gain or loss occurred.

¢) Use of simplified method among small companies
Certain consolidated subsidiaries calculate retirement benefit
liabilities and expenses using the simplified method that
assumes their benefit obligation is equal to the benefits

payable if all employees voluntarily retired at fiscal year-end.

(5) Standards for recognizing revenues and expenses
The Group mainly engages in the sale of goods/products to its
customers. Revenue from goods/product sales is recognized at
the time of delivery, when the customer obtains control over the
goods/product and the performance obligation is satisfied.

In the environmental solutions business and the
environmental business under the Functional Materials segment,
and the engineering business under the Other Business segment,
the Group enters into construction contracts with customers. For
such contracts, as the performance obligation is deemed to be
satisfied over time, the Group, in principle, recognizes revenue
based on the progress towards complete satisfaction of the
performance obligation. Progress is estimated by the input
method based on the cost incurred.

Revenue is calculated at an amount equal to the
consideration promised in the contract with the customer, less
rebates and the likes to the extent that it is probable that a
significant reduction will not occur. For transactions in which the
Group provides goods/products as an agent, revenue is
recognized at the net amount received from customers less
amounts paid to suppliers. There is no significant financing
component to the consideration for these transactions, because
the Group receives the consideration generally within one year

after fulfilling the performance obligation.



| Notes to Consolidated Financial Statements |
Kuraray Co., Ltd. and its Consolidated Subsidiaries / Year ended December 31, 2022

(6) Significant hedge accounting interest rate swaps that meet the requirements for special

a) Hedge accounting
The Company and its consolidated subsidiaries adopt the
method for hedging instruments whereby any gains or losses
are deferred over the period of the hedging contract and are
offset against the deferred losses or gains on the related
hedged items, which include forward foreign exchange
contracts associated with planned transactions denominated in
foreign currencies and commodity swaps associated with raw
materials. However, deferral hedge accounting is applied to
some forward foreign exchange contracts, and when an
interest rate swap contract meets certain conditions, the net
amount to be paid or received under the contract is added to or
deducted from the interest on the hedged items.

b) Hedging instruments and hedged items

Hedging instruments Hedged items

Foreign currency-denominated
monetary receivables and
payables (including forecast
transactions)

Forward foreign exchange
contracts

Interest rate swap contracts  Interest expenses

Commodity swap contracts Raw materials

¢) Hedging policy
The Company and its consolidated subsidiaries use financial
instruments to hedge interest rate fluctuation, exchange
fluctuation risks and price fluctuation risks in accordance with
their internal policies and procedures.

d) Assessment method for hedge accounting
The Company identifies and confirms the material conditions
and measures the effectiveness of forward foreign exchange
contracts associated with planned transactions denominated in
foreign currencies, interest rate swaps and commodity swaps
associated with raw materials.

Subsequent measurement of hedge effectiveness is not

considered necessary for forward foreign exchange contracts

that meet the requirements for deferral hedge accounting and
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accounting because the Company identifies and confirms the

material conditions at the time of transaction.

Hedge accounting applying the “Practical Solution on
Treatment of Hedge Accounting for Financial Instruments
that Reference LIBOR”

Of the above-mentioned hedging relationships, the Company
applies the exceptional treatment provided in the “Practical
Solution on the Treatment of Hedge Accounting for Financial
Instruments that Reference LIBOR” (ASBJ Practical Issues
Task Force (PITF) No. 40, March 17, 2022) to all hedging
relationships covered by the said PITF No. 40, the details of

which are as follows:

Hedge accounting.................. Exceptional treatment for

interest rate swaps

Hedging instruments............ Interest rate swap

contracts
Hedged items.................c..cee. Interest expenses
Type of hedge transaction......... Ehose with fixed cash
ows

(7) Amortization of goodwill

The Company amortizes goodwill using the straight-line method
over the estimated period of benefit with the exception of minor
amounts, which are charged or credited to income directly in the

year of acquisition.

(8) Cash and cash equivalents

Cash and cash equivalents include all highly liquid investments
with a maturity of three months or less, that are readily
convertible to known amounts of cash which are subject to an

insignificant risk of changes in value.



| Notes to Consolidated Financial Statements |
Kuraray Co., Ltd. and its Consolidated Subsidiaries / Year ended December 31, 2022

Estimated loss on litigation related to fire incident at U.S. views of external experts, and the Board of Directors' views with
subsidiary respect to the current status of litigation activity and any agreed-
(1) The amount recorded on the consolidated financial statements upon or pending settlements with counterparties.

¢) Impact on the consolidated financial statements for the following

Thousands of fiscal
Millions of yen U.S. dollars Iscal year

Fiscal 2022 Fiscal 2021 Fiscal 2022
Loss on litigation ¥1,819 ¥4,296 $13,708

Additional loss on litigation may be recorded on the consolidated

financial statements for the following fiscal year or beyond due

(2) Information on the nature of significant accounting estimates to circumstances such as that newly obtained information on the

related to the identified items lawsuit entails revisions to the estimate or the assumptions

a) Method for calculating the amount recorded on the consolidated concerned, or that settlements are reached with plaintiffs.

financial statements for fiscal 2022

Several lawsuits have been filed that more than 160 contract Assessment of whether indicators of impairment exist for

workers and others suffered physical and/or psychological goodwill recognized as a result of the acquisition of Calgon

injuries as a result of a fire that occurred at one of the locations in Carbon Corporation

the Group's U.S. subsidiary in May 2018. The Group has reached (1) The amount recorded on the consolidated financial statements

a settlement with certain plaintiffs to resolve some of these

Thousands of

claims. The Group has made accruals for estimates of loss on Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022

litigation that is sufficient to cover the damages that are Goodwill recorded

as a result of the

reasonably estimable as of the time of preparation of the acquisition of

. . . Calgon Carbon
consolidated financial statements. Additional losses and expenses Corporation in Y40,446 ¥37.395 $304,793
recorded in the current fiscal year, in conjunction with the F upctlonal
Materials
settlements with plaintiffs reached during the current fiscal year segment in fiscal
2018

and related legal fees, are included in ¥1,819 million (US$13,708

thousand) of loss on litigation of extraordinary losses in the (2) Information on the nature of significant accounting estimates

consolidated statements of income. Accruals of the estimated related to the identified items

loss on litigation are recorded as a liability in the consolidated a) Method for calculating the amount recorded on the consolidated

balance sheet. financial statements for fiscal 2022

b) Key assumptions used in calculating the amount recorded on the Calgon Carbon Corporation expands their operations as a result of

consolidated financial statements for fiscal 2022 . . .
growth in the activated carbon market and measures in response

In estimating such loss on litigation, the Group makes estimates to stricter environmental regulations. The Company recorded net

of probable future losses based on available information L . . . L
operating income including goodwill amortization since the

regarding the extent of damages related to the fire based on the
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previous fiscal year, despite the impact of rising raw material and
fuel prices and logistics costs.

Based on Calgon Carbon Corporation's business plan, the Group
has concluded that there are no indicators of impairment related to
goodwill as performance continues to be stable and net operating
income including goodwill amortization is projected in the
following fiscal year.

b) Key assumptions used in calculating the amount recorded on the

consolidated financial statements for fiscal 2022
Calgon Carbon Corporation’s business plan assumes increases in

revenue due to the growth in the activated carbon market, the

Application of the Accounting Standard for Revenue Recognition,
etc.
The Group has applied the “Accounting Standard for Revenue
Recognition” (ASBJ Statement No. 29, March 31, 2020; hereinafter
“Revenue Recognition Standard”) and other standards from the
beginning of fiscal 2022. The Group recognizes revenue when control of
a promised good or service is transferred to a customer in an amount that
reflects the consideration to which the Group expects to be entitled in
exchange for those goods and services.
The major changes resulting from this application are as follows:
(1) In supply transactions with repurchase obligations, we changed the
method by which the elimination of supplied goods is not recognized
and recognize the consideration received from suppliers is recognized

as liabilities related to supply transactions.

19

increasing demands for capital investments by customers,
measures in response to stricter environmental regulations, as
well as the impact of higher raw material and fuel costs.

¢) Impact on the consolidated financial statements for the following
fiscal year
Impairment loss may be recorded on the consolidated financial
statements for the subsequent fiscal years in the event
unpredictable changes in future market conditions require

revisions to the estimate or the assumptions concerned.

(2) When variable consideration is included in the consideration in a
contract with a customer, the Group includes the amount of variable
consideration in the transaction price only to the extent that it is
highly probable that a significant reversal in the amount of
cumulative revenue recognized will not occur when the uncertainty
associated with the variable consideration is subsequently resolved.
Furthermore, some variable consideration, previously recorded as
selling, general and administrative expenses, is now deducted from
net sales.

(3) For transactions in which the Group provides goods/products as an
agent, revenue from transactions, previously recognized based on the
total consideration received from the customer, is now calculated
based on the net amount of consideration received from the customer

less the amount to be paid to the suppliers.
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The Group applies the Revenue Recognition Standard, etc. in
accordance with the transitional treatment provided for in the proviso to
Paragraph 84 of the Revenue Recognition Standard. The cumulative
impact of retrospectively applying the new accounting policies to prior
periods is adjusted to retained earnings at the beginning of fiscal 2022,
with the new accounting policies applied from the beginning balance.

As a result of this change, net sales decreased by ¥4,651 million
(US$35,049 thousand) for fiscal 2022. The impact on other items in the
consolidated financial statements was immaterial. In addition, the
beginning balance of retained earnings decreased by ¥388 million
(USS$ 2,924 thousand).

Due to the application of the Revenue Recognition Standard, etc.,
“notes and accounts receivable—trade”, which were included in current
assets in the consolidated balance sheets in fiscal 2021, are included in
“notes and accounts receivable—trade, and contract assets” from fiscal
2022. In accordance with the transitional treatment provided in Paragraph
89-2 of the Revenue Recognition Standard, the consolidated balance
sheets in fiscal 2021 are not revised.

In addition, in accordance with the transitional treatment provided in
Paragraph 89-3 of the Revenue Recognition Standard, the notes on
“Notes to Consolidated Balance Sheet,” “Notes to Consolidated
Statement of Income” and the notes on “Revenue Recognition” related to

consolidated financial statements for fiscal 2021 are not included.

Application of the Accounting Standard for Fair Value
Measurement, etc.

The Group has applied the “Accounting Standard for Fair Value
Measurement” (ASBJ Statement No. 30, July 4, 2019; hereinafter “Fair

Value Measurement Standard”) and other standards from the beginning
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of fiscal 2022, and will prospectively apply the new accounting policies
stipulated by the Fair Value Measurement Standard, etc. in accordance
with the transitional treatment provided in Paragraph 19 of the Fair Value
Measurement Standard and Paragraph 44-2 of the “Accounting Standard
for Financial Instruments” (ASBJ Statement No. 10, July 4, 2019). This
application does not have any impact on the consolidated financial
statements.

In addition, the Group has decided to include notes on fair value
information by level within the fair value hierarchy in the notes on
“Financial Instruments.” However, in accordance with the transitional
treatment provided in Paragraph 7-4 of the “Implementation Guidance on
Disclosures about Fair Value of Financial Instruments” (ASBJ Guidance
No. 19, July 4, 2019), notes related to consolidated financial statements

for fiscal 2021 are not included.

Application of accounting standards for leases in the United States
Overseas subsidiaries and affiliates that apply US GAAP have applied
ASC 842 “Leases” from fiscal 2022, and all operating leases (as lessees)
under ASC 840 are in principle recognized as assets and liabilities on the
consolidated balance sheets. The cumulative impact of applying the new
accounting standard is recognized at the initial date of application in
accordance with the transitional treatment.

As a result, in the consolidated balance sheets for fiscal 2022, “other, net”
under tangible fixed assets, “other” under current liabilities, and “other”
under noncurrent liabilities increased by ¥10,731 million (US$80,867
thousand), ¥2,059 million (US$15,516 thousand), and ¥9,206 million

(US$69,375 thousand), respectively.
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The Company and its domestic subsidiaries and affiliates to the sale of shares in subsidiaries when the group tax sharing
“Accounting Standard for Current Income Taxes” (ASBJ Statement system is applied.

No. 27, October 28, 2022)

“Accounting Standard for Presentation of Comprehensive Income” (2) Expected Application Date
(ASBJ Statement No. 25, October 28, 2022) Scheduled to be introduced from the beginning of the fiscal year
“Guidance on Accounting Standard for Tax Effect Accounting” (ASBJ ending December 31, 2025.

Guidance No. 28, October 28, 2022)
(3) Effect of Applying the Accounting Standard
(1) Outline The impact is being evaluated at the time of preparation of these
This stipulates the classification of income taxes when applied to consolidated financial statements.

other comprehensive income and the treatment of tax effects related

Changes in Consolidated Statement of Income Changes in Consolidated Statement of Cash Flows

The “gain on investments in investment partnerships,” previously The “purchase of investment securities,” previously separately presented
included in “other” under non-operating income, is listed as a separate under net cash provided by (used in) investing activities in the previous
line item from the year ended December 31, 2022 due to an increase in its fiscal year, is included in “other, net” due to a decrease in its materiality.
financial significance. The consolidated statement of income for previous The consolidated statement of cash flows for previous year has been
year has been restated to reflect this change in presentation. restated to reflect this change in presentation.

As a result, “other” of ¥1,482 million under non-operating income in As a result, “purchase of investment securities” of ¥88 million and
the consolidated statement of income for the previous fiscal year has been “other” of ¥2,912 million under net cash provided by (used in) investing
reclassified as “gain on investments in investment partnerships” of ¥79 activities in the consolidated statement of cash flows for the previous
million and “other” of ¥1,403 million. fiscal year, has been reclassified as “other” of ¥3,000 million.
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n Notes to Consolidated Balance Sheet

*1. Receivables and contract assets from contracts with customers, included in notes and accounts receivable—trade, and contract assets, at December 31,

2022 as follows:
Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2022
NOtES TECEIVADIE—TAAC. ..ottt eee e eeeeeee e ¥14,762 $111,243
Accounts receivable—trade..........c.oovviiiieeiiieiecee e 136,741 1,030,452
CONMTACE ASSCS et eeeeeeee e e e eeeeee et eeaeeseee e e e eeeeeeeeseeeeeaeeseeeeneeseneneeesees 5,511 41,530

*2. Contract liabilities, included in other, at December 31, 2022 as follows:

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2022
Contract HabIltIES. .......veveuieieiiiiietiieieieieee e ¥5,982 $45,079
*3. Accumulated depreciation of tangible fixed assets
Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Accumulated depreciation of tangible fixed assets ............ccoceeevvevereneennenn. ¥986,951 ¥906,213 $7,437,460
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*4. Accumulated amount of reduced-value entry as a result of receiving government subsidies, and so on that are subtracted from the acquisition cost of

tangible fixed assets

Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Buildings and SETUCLUTES .......co.vieiiiieiieieieieieecieieecee e ¥1,397 ¥2,737 $10,528
(Deduction for this fiSCal YEar) .........ccoeevrueveeerieereraeeeseesesee oo (49) (74) (369)
Machinery, equipment and VEhiCles..............o.vvevevereueirreierierereee e, 665 2,082 5,011
(Deduction for this fiSCAl YEAT) .......c.cvvvrveveieiieieeiereieeeeeie e (136) (326) (1,025)
Land.. ..ottt ettt ettt et eae s 1,271 1,271 9,578
(Deduction for this fiscal Year) .........cccerererieienenieieneeieeee e () 13) ()
ONET .ttt ettt ettt et et eteere et et eeaaeeteereeaen 176 36 1,326
(Deduction for this fiScal YEar) .......cocvvveveirieririeieieeieieere et (167) (13) (1,258)
*5. Investments in unconsolidated subsidiaries and affiliates
Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Investment SECUTTtieS (EQUITY) .....vovevrveririererieireereeieeeteeieeereisieteeeseerenseseeenas ¥6,161 ¥6,070 $46,428

*6. Commitments and contingencies

The Company is contingently liable for guarantees for bank loans of unconsolidated subsidiaries, affiliates and others.

The company names and the guarantees of their liabilities are as follows:

Thousands of

Millions of yen U.S. dollars

Fiscal 2022 Fiscal 2021 Fiscal 2022
Social welfare corporation Ishii Kinen Aizenen.............coo.coovvrervrnrronnreenivneenns ¥263 ¥394 $1,982
Kurashiki Kaihatsu K.K... — 5 —
TOLAL 1.ttt ettt ettt ettt et sa et eneenenne ¥263 ¥399 $1,982

*7. Additional payment under share purchase agreement

The share purchase agreement with Gordon Merchant No.2 Pty Ltd. under which the Company acquired Plantic Technologies Limited and

subsidiaries in April 2015 includes an earn-out provision, whereby, based on specified performance targets, up to an additional $86.1 million may be

required to be paid.
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*8. Claim for damages in relation to manufacturing and sales of activated carbon
In connection with the violations of the Antimonopoly Act in the manufacture and sale of certain activated carbon, several companies including the
Company and its subsidiaries have received claims for payment for damages jointly and severally from several local governments. In addition, some
of these local governments have filed lawsuits seeking payment for damages and losses on delays. It is difficult at the present time to reasonably

estimate the amount for which the Group is liable.

*9. Assets pledged as collateral and secured liabilities

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
¥1,173 ¥1,263 $8.839
1,001 1,001 7,543
¥2,175 ¥2,265 $16,390

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Collateral for short-term bOIrOWINGS........cc.cvveevieieririinieniieiieiee e ¥170 ¥170 $1,281

*10. Accounting for notes with maturity dates at fiscal year-end
Notes with maturity dates at fiscal year-end and fixed-date cash settlements (a method of cash settlement on the same terms as notes) are accounted
for and settled as of the date of maturity. As the fiscal year-end fell on a bank holiday, the following amounts of notes and accounts receivable and

payable with maturity dates at fiscal year-end were accounted for and settled as of the date of maturity.

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Notes and accounts receivable—trade ............coeeevviieviieeiciee e ¥3,991 ¥4,999 $30,075
Notes and accounts payable—trade ..........c.coeeeierieniniineninieeeeeeeeee 4,837 4,226 36,451
Other (Current Habilities)............covevuiririeiiiiiieiiicee e 522 473 3,934
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*1. Revenue from contracts with customers
With regard to net sales, revenue from contracts with customers and revenue from other sources are not stated separately because the amount of revenue

other than revenue from contracts with customers is immaterial.

*2. Major items and the amounts under “Selling, general and administrative expenses” are as follows:

Thousands of

Millions of yen U.S. dollars

Fiscal 2022 Fiscal 2021 Fiscal 2022
Freight and StOrage ........coeeierieriieieeee e ¥35,274 ¥28,397 $265,818
Research and development .............ccooiiieiiiiiiiniinicee e 21,050 19,543 158,628
Salaries and legal welfare eXpense...........ccuevereerereiieiieneiese e 32,945 28,735 248,267
Provision for bonuses .................... 8,404 7,180 63,331
Retirement benefit expenses 2,203 1,847 16,601
Provision for directors’ retirement benefits .............cccceveriiiiinieneiieeenenen. 0 1 0

*3. Research and development expenses included in general, administrative and current manufacturing expenses

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
¥22,653 ¥20,845 $170,708

*4. Insurance income
The insurance income in fiscal 2022 is mainly the insurance received for the loss on litigation.

The insurance income in fiscal 2021 is mainly the insurance received for disaster loss.

*5. Costs related to the suspension of operations

The costs related to the suspension of operations are mainly the amounts equivalent to fixed costs during the period of the suspension of production.

*6. Loss on litigation
The loss on litigation in fiscal 2022 is mainly the settlement relating to a vehicular accident that occurred at a subsidiary and the settlement relating to
the fire accident that occurred in May 2018 at the Company’s subsidiary in the United States.
The loss on litigation in fiscal 2021 is mainly the settlement relating to the fire accident that occurred in May 2018 at the Company’s subsidiary in the

United States.

25



Notes to Consolidated Financial Statements |
Kuraray Co., Ltd. and its Consolidated Subsidiaries / Year ended December 31, 2022

*7. Impairment loss

The main impairment loss recorded by the Group is as follows:

Fiscal 2022
Impairment loss
) Thousands of
Location Assets Usage Type Millions of yen U.S. dollars
Australia Business assets AAssets relgted to Machinery, etc. ¥955 $7,197
biomass-derived film
Fiscal 2021
Impairment loss
Location Assets Usage Type Millions of yen
Assets scheduled to
be suspended
Kurashiki city, (Determined to be . .
Okayama suspended due to Power equipment Machinery, etc. ¥810
advanced
deterioration)

(Identifying the cash-generating unit to which an asset belongs)
As a minimum unit for generating cash flow, business assets are grouped into sections used for management accounting, and leased assets, idle
assets, assets associated with discontinued or reorganized businesses, and assets scheduled to be suspended are assessed individually. Other head

office and research facilities are assessed as shared assets.

(Method for calculating the recoverable amount)
For assets scheduled to be suspended, the book value is reduced to the recoverable amount. The recoverable amount is measured based on the value
in use, but the discount rate is not taken into consideration because the expected period of use is short.

For business assets, businesses with consecutive operating losses are individually examined for indication of impairment, and those whose
recoverable amount is less than their carrying amount are written down to their recoverable amount. The recoverable amount is measured by value in

use, which is calculated by discounting future cash flows at a rate of 8%.

*8. Loss on disaster

Disaster losses were due to a cold wave that occurred in the United States.

*9. Loss on disposal of tangible fixed assets

Expense for removing equipment rendered unnecessary by business closure, etc.
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*10. Income Taxes for Prior Periods

Regarding the preferential tax programs in the Belgian tax code, which were applied to Kuraray’s Belgian subsidiary in previous fiscal years, the

ruling of the European General Court (which invalidated the European Commission’s finding of a legal violation) was dismissed by the Court of

Justice of the European Union and the case was sent back to the lower court for reassessment. Accordingly, the Company recorded as income taxes

for fiscal 2021 the difference between the initial estimate and the potential additional tax of ¥2,785 million (EUR 21 million) imposed on the Belgian

subsidiary.

Reclassification adjustments and tax effect adjustments relating to other comprehensive income (loss) for the fiscal years ended December 31, 2022 and

December 31, 2021, are as follows:

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Valuation difference on available-for-sale securities
Amount recorded during the period..........ccccocerereineniciinicnenicnnene ¥(4,791) ¥75 $(36,104)
Reclassification adjustments ...........c..cccecevveieereneinenneieineneienene 2,614 549 19,699
Before tax effect adjustments..........cccoceeveereneneinenierinincneieene (2,176) 625 (16,398)
Tax effeCt......cciviiiiiiiiiiiii 672 (198) 5,064
Valuation difference on available-for-sale securities ..................... (1,504) 426 (11,334)
Deferred gains or losses on hedges
Amount recorded during the period............coceeverininieneniiiinenene 1,074 1,019 8,093
Reclassification adjustments...........cceceeeveeererenieeneneneenereeeenes (330) (58) (2,487)
Adjustments to cost of assets acquired ... 3) (52) (23)
Before tax effect adjustments..........cccocevveereneneinenierinincneeee 740 907 5,576
TaX @FFECT ...ttt (94) (114) (708)
Deferred gains or losses on hedges 645 793 4,861
Foreign currency translation adjustment
Amount recorded during the period..........ccoceevereiiiieneniiiene e, 56,798 33,130 428,018
Reclassification adjustments.............cceeveruererienienieeieieneseeeeeeeeen — — —
Before tax effect adjustments...........cccoeeiieieniniienenciceeee, 56,798 33,130 428,018
TaX @FFECT ...t — — —
Foreign currency translation adjustment.........c..cccceevevvencneennnene. 56,798 33,130 428,018
Remeasurements of defined benefit plans
Amount recorded during the period...........cccvevevieiniencninveneneennenn 1,466 3,021 11,047
Reclassification adjustments...........c..ccoeevveeeerenreinenenieinereeeennes 959 914 7,227
Before tax effect adjustments .........c.coooeeverieiienenieieneseeeeeee 2,426 3,936 18,282
TaX EFTOCT ...t (604) (906) (4,552)
Remeasurements of defined benefit plans...........ccccoccevevirenennnee. 1,822 3,030 13,730
Total other comprehensive iNCOME ..........cceevverereerereenene. ¥57,762 ¥37,380 $435,283
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Fiscal 2022

1. Type and number of issued shares of common stock and treasury stock

Number of thousands of shares

As of January 1, As of December 31,
2022 Increase Decrease 2022
Issued shares
Common stock 354,863 — — 354,863
Total 354,863 — — 354,863
Treasury stock
Common stock MNe'es 1-2) 10,858 9,427 114 20,171
Total 10,858 9,427 114 20,171

Notes: 1. The increase in treasury stock (common stock) of 9,427 thousand shares is attributable to the acquisition of treasury stock by resolution of the
Board of Directors (9,424 thousand shares) and the purchase of less-than-one unit shares (2 thousand shares).
2. The decrease in treasury stock (common stock) of 114 thousand shares is attributable to a transfer of shares upon the exercise of subscription
rights (53 thousand shares), the disposal of treasury stock as restricted stock compensation (61 thousand shares), and the sale of less-than-one

unit shares by the shareholders (0 thousand shares).

2. Subscription rights to shares

The Company granted its directors and executive officers subscription rights to the Company shares as stock options. The balance of the subscription

rights to shares as of December 31, 2022 is ¥341 million (US$2,570 thousand).

3. Dividends

(1) Amount of dividends paid

Amount of dividends

Dividend per share

Resolution Type of share (Millions of yen) (Yen) Record date Effective date
General shareholders’ meeting ¥6,880 ¥20.00 December 31, March 25,
held on March 24, 2022 Common stock (US$51,846 thousand) (US$0.15) 2021 2022
Board of directors’ meeting ¥7,028 ¥21.00 June 30, September 1,
held on August 10, 2022 Common stock (US$52,962 thousand) (US$0.16) 2022 2022

(2) Dividends whose effective date is after the end of Fiscal 2022 and record date is included in Fiscal 2022.

Source of  Amount of dividends ~ Dividend per share

Resolution Type of share dividends (Millions of yen) (Yen) Record date Effective date
General shareholders’
meeting held on March 29, Retained ¥7,697 ¥23.00 December 31, March 30,
2023 Common stock earnings  (US$58,003 thousand) (US$0.17) 2022 2023
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Fiscal 2021

1. Type and number of issued shares of common stock and treasury stock

Number of thousands of shares

As of January 1, As of December 31,
2021 Increase Decrease 2021
Issued shares
Common stock 354,863 — — 354,863
Total 354,863 — — 354,363
Treasury stock
Common stock MNetes 1.2) 10,940 2 84 10,858
Total 10,940 2 84 10,858

Notes: 1. The increase in treasury stock (common stock) is attributable to the purchase of less-than-one unit shares (2 thousand shares).
2. The decrease in treasury stock (common stock) of 84 thousand shares is attributable to a transfer of shares upon the exercise of subscription
rights (21 thousand shares), the disposal of treasury stock as restricted stock compensation (63 thousand shares), and the sale of less-than-one

unit shares by the shareholders (0 thousand shares).

2. Subscription rights to shares

The Company granted its directors and executive officers subscription rights to the Company shares as stock options. The balance of the subscription

rights to shares as of December 31, 2021 is ¥414 million.

3. Dividends

(1) Amount of dividends paid

Amount of dividends Dividend per share )
Resolution Type of share (Millions of yen) (Yen) Record date Effective date
General shareholders’ meeting December 31, March 26,
held on March 25, 2021 Common stock ¥6,534 ¥19.00 2020 2021
Board of directors’ meeting June 30, September 1,
held on August 12, 2021 Common stock ¥6,880 ¥20.00 2021 2021
(2) Dividends whose effective date is after the end of Fiscal 2021 and record date is included in Fiscal 2021.
Source of ~ Amount of dividends ~ Dividend per share
Resolution Type of share dividends (Millions of yen) (Yen) Record date Effective date
General shareholders’
meeting held on March 24, Retained December 31, March 25,
2022 Common stock earnings ¥6,880 ¥20.00 2021 2022
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m Notes to Consolidated Statement of Cash Flows

*1. Cash and cash equivalents at December 31, 2022 and December 31, 2021 are reconciled to the accounts reported in the consolidated balance sheet as follows:

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Cash on hand and in banks...........ccocueeiviieiiiei e ¥123,724 ¥151,942 $932,359
Time deposits with a deposit period of 3 months or more............... (960) (4,310) (7,234)
Marketable securities with original maturities of 3 months or less........... 4,852 3,855 36,564
TOMAL ..t ¥127,616 ¥151,487 $961,688

m Leases

1. Finance lease transactions
(1) Lease transactions as a lessee
Finance leases without transfer of ownership
1) Details of lease assets
- Tangible fixed assets
Mainly vehicles used at plants, including forklifts, buildings and equipment, etc., related to manufacturing (“Machinery and Equipment”,
“Buildings and Structures”), OA equipment, including personal computers and printers, and servers (“Other”).
2) Depreciation method of lease assets
As described in the basis of presenting consolidated financial statements “1. Significant Accounting Policies, 5. Accounting policies (2)

Depreciation method of significant depreciable assets”
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(2) Lease transactions as a lessor

Finance lease transactions without transfer of ownership that commenced on or before March 31, 2008 are accounted for on a basis similar to

operating leases. The details of such transactions are as follows:

Disclosure of finance lease transactions which commenced on or after April 1, 2008 is omitted due to less materiality.

1) Lease acquisition costs, accumulated depreciation and net book value as of December 31, 2022 and December 31, 2021 are as follows:

December 31, 2022

Millions of yen

Acquisition cost Accum}lle}ted Net book value
depreciation
Buildings and StrUCtUIES .........c.evviieirerieiee e ¥52 ¥52 ¥0
Thousands of U.S. dollars
. Accumulated
Acquisition cost S Net book value
depreciation
Buildings and StrUCLUIES ........c.eeruerueiiinieicisieicieiesceceee e $392 $392 $0
December 31,2021
Millions of yen
Acquisition cost Accuml.lla.ted Net book value
Depreciation
Buildings and StruCtUIes............ccueverieierieieiiieiiee e ¥52 ¥51 ¥0
2) Future lease payment obligations at December 31, 2022 and December 31, 2021 are as follows:
Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Due Within ONE YEar.....c..ccieieiiiiiiierie e ¥1 ¥1 $8
Due after ONe YEar........ccuevuiriiiiieiieieiieiiee e — 1 —
TOLAL..c.ciie e ¥1 ¥3 $8

Note: As the proportion of total balance of future lease payment obligations and estimated residual value of leased property to the balance of notes

and accounts receivables—trade at the balance sheet date is immaterial, interest income is included in the amount of future lease payment

obligations.

3) Lease revenue and depreciation expense for the years ended December 31, 2022 and December 31, 2021 are as follows:

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Lease revenue............ ¥1 ¥11 $8
Depreciation expense 0 3 0
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2. Operating leases

Lease transactions as a lessee:

Future lease payment obligations under operating leases at December 31, 2022 and December 31, 2021 are as follows:

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Due within one year .. ¥1,724 ¥3,291 $12,992
DUe after ONE YEAT ........ecuiiiiiieieiieeiieieieee e 4,167 14,917 31,402
TOtAL ...t ¥5,891 ¥18,208 $44,393

Note: Overseas subsidiaries and affiliates that apply US GAAP have applied ASC 842 “Leases” from fiscal 2022. As a result, future lease payments

related to the overseas subsidiaries and affiliates in question are not included in amounts for fiscal 2022.

1. Outline of financial instruments

(1) Policy for financial instruments
The Group raises funds necessary to conduct its business mainly
through bank loans or issuance of bonds. Temporary cash surpluses, if
any, are invested in low risk financial assets. Derivatives are used, not
for speculative purposes, but to manage exposure to financial risks as
described below.

(2) Nature and extent of risks arising from financial instruments
Receivables such as notes and accounts receivable—trade are exposed
to customer credit risk. Trade receivables denominated in foreign cur-
rencies are exposed to foreign currency exchange fluctuation risk.

Short-term investment securities and investment securities,
mainly consisting of bonds, certificates of deposit and stocks in
companies with which the Company has a business relationship are
exposed to the risk of market price fluctuations.

Payment terms of payables, such as notes and accounts payable—
trade, are mostly less than one year. Payables in foreign currencies
incurred mainly from import of raw materials are exposed to foreign
currency exchange fluctuation risk. Those risks are mostly offset by

receivable balances denominated in the same foreign currency.
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Loans, commercial paper, bonds and lease obligations, used to
raise funds for working capital and capital expenditures, and lease
liabilities, to which some overseas affiliates have applied IFRS 16
“Leases” or ASC 842 “Leases” have maturities of at the longest 91
years from the balance sheet date. The debts bearing floating interest
rates are exposed to interest rate fluctuation risk, although a part of the
exposure is hedged through use of derivatives (interest rate swaps).

Derivative transactions include forward foreign currency con-
tracts for the purpose of hedging foreign currency exchange
fluctuation risk resulting from receivables and payables denominated
in foreign currencies, interest rate swaps for the purpose of hedging
interest rate fluctuation risk resulting from variable interest expenses
on debts, forward foreign currency contracts and currency swaps for
the purpose of hedging foreign currency exchange fluctuation risk
resulting from loans receivable and payable denominated in foreign
currencies and commodity swaps for the purpose of hedging price
fluctuation risk resulting from raw materials. Please refer to “(6)
Significant hedge accounting” under “1. Significant Accounting
Policies, 5. Accounting policies” for a description of the Company’s

accounting policy relating to hedging activities.
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(3) Risk management for financial instruments swap contracts to mitigate foreign currency exchange fluctuation

a. Credit Risk Management (customers’ default risk)
The Company manages and mitigates customer credit risk from
trade receivables on the basis of internal rules concerning credit
management, which include monitoring of payment terms and
balances of customers to identify default risk at an early stage.

With respect to loan receivables and liability guarantee
agreements, the Company manages its exposure to credit risk by
periodically identifying the financial position of the debtors.

With respect to financial assets, its credit risk is minimal
because the investments are limited to issuers with high credit
ratings in accordance with internal rules concerning fund
management.

The Company enters into derivative transactions only with
financial institutions that have high credit ratings in order to
mitigate counterparty risks.

b. Market Risk Management (foreign currency exchange and interest
rate fluctuation risks)
The Group principally uses forward foreign exchange contracts to
hedge against fluctuation risks in foreign currency exchange rates,

which are relevant to trade receivables and payables and are

analyzed by currency and settlement month. Depending on foreign

currency exchange rate conditions, trade receivables and payables
denominated in foreign currencies that are expected to be

generated based on export and import forecasts are hedged using

forward foreign exchange contracts. The Group also hedges certain

scheduled nontrading transactions denominated in foreign
currencies that it expects to generate.

In addition, the Group uses currency swap and interest rate
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risk exposure in connection with long-term loans receivable in
foreign currencies and interest rate fluctuation risk exposure in
connection with long-term borrowings. Some consolidated
subsidiaries use commodity swaps to control price fluctuation risks
in connection with raw materials.

With respect to short-term investment securities and invest-
ment securities, the Group periodically monitors fair values or
financial status of the related issuers. With respect to stocks in
companies with which the Group has a business relationship, the
Group continuously checks the necessity for holding them, taking
into account the business relationship.

The Group manages derivative transactions in accordance with
internal rules that regulate delegation of authority concerning

derivative transactions.

(e}

. Liquidity Risk Management on Fund Raising
Liquidity risk comprises the risk that the Group cannot meet its
contractual obligations in full at the respective maturity dates. The
Group manages its liquidity risk by diversifying its fund raising
instruments, obtaining commitment lines from several financial
institutions and adjusting short-term and long-term funding

balances in consideration of market environments.

(4) Supplementary explanation concerning fair values of financial

instruments

Fair values of financial instruments may vary depending on the
different assumptions since variable factors are incorporated in
computing the relevant fair values. The notional amounts and other
information described in Note 14. “Derivative Financial Instruments”

are not indicative of market risk exposure to derivative transactions.
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2. Fair values of financial instruments
Carrying amount, fair value and unrealized gain/loss of the financial instruments as of December 31, 2022 and December 31, 2021 are as follows:

Fiscal 2022

Millions of yen

Carrying amount Fair value Unrealized gain (loss)

(1) Investment securities:

Available-for-sale SECUrities..........overierererienieneeiere e ¥14,057 ¥14,057 Y0
TOtAl @SSELS ...cuvievieeiieiietieiieie ettt ettt e ete ettt sbeeseesseebeeeeeneenseeneens ¥14,057 ¥14,057 ¥0
(1) Bonds D oot ¥70,000 ¥68,890 ¥(1,109)
(2) Long-term borrowings ¢ ... 209,925 206,604 (3,320)
Total liabilities ...................... ¥279,925 ¥275,495 ¥(4,430)
Derivative transactions ) .......oovoeoeeeee oo ¥1,776 ¥1,776 ¥

Thousands of U.S. dollars

Carrying amount Fair value Unrealized gain (loss)

(1) Investment securities:

Available-for-sale SECUIItIES .........ccouvevvvveeiieeeeeeieeeeceeeeeeeene $105,931 $105,931 $0
TOtAl @SSEES...eecvvierietieeiie ettt ettt et e et eere e steeste e b e e e e saeeeabeeraenes $105,931 $105,931 $0
(1) Bonds D ..o $527,506 $519,141 $(8,357)
(2) Long-term borrowings 2 ... 1,581,952 1,556,925 (25,019)
Total HAbIlIHIES .....veveeeveeiieieieeieieeeeee s $2,109,457 $2,076,074 $(33,384)
Derivative transactions ™ ..........cocoviveiieeieeeeee s $13,384 $13,384 $—

(*1) Bonds include the current portion of bonds payable.

(*2) Long-term borrowings include the current portion of long-term borrowings.

(*3) Receivables and payables incurred as a result of derivative transactions are presented on a net basis. Net payables are presented in parentheses.

(*4) Notes have been omitted for cash and deposits; notes and accounts receivable—trade, and contract assets; short-term investment securities; and notes
and accounts payable—trade because they are cash or their fair value approximates their book value due to their short maturities.

(*5) Shares, etc. that do not have a market price are not included in available-for-sale securities under (1) Investment securities. The carrying amounts of

such financial instruments in the consolidated balance sheets are as follows:

Millions of yen Thousands of U.S. dollars
Carrying amount Carrying amount
Category Fiscal 2022 Fiscal 2022
Unlisted equity SECUITHIES ......evvrverrieerieeerieieieeeesiereeesieieeeieees ¥7,766 $58,523
Investment limited partnership, €tc..........ccocereeierieneeienienennne 1,371 10,332
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Fiscal 2021

Millions of yen

Carrying amount Fair value Unrealized gain (loss)

(1) Investment securities:

Available-for-sale SECUIIties ........ccevrererieirereeeseeieeeen ¥16.917 ¥16.917 v
Total assets.. ¥16,917 ¥16,917 ¥—
(1) BONAS...oviiiiiiiiiiinini sttt ¥60,000 ¥60,129 ¥129
(2) Long-term borrowings D ..........cococoiiiiiieiieeeeee 212,958 213,715 756
Total HabIltIES ....eveueieiieiieieietcieteeeiei e ¥272,958 ¥273,844 ¥886
Derivative transactions 2 .............cccocoveerveeieiieieeee e ¥ (484) ¥ (484) ¥

(*1) Long-term borrowings include the current portion of long-term borrowings.

(*2) Receivables and payables incurred as a result of derivative transactions are presented on a net basis. Net payables are presented in parentheses.

(*3) Notes have been omitted for cash and deposits; notes and accounts receivable—trade; short-term investment securities; and notes and accounts

payable—trade because they are cash or their fair value approximates their book value due to their short maturities.

(*4) Financial instruments whose fair values are not readily determinable.

Millions of yen

Carrying amount

Category Fiscal 2021

Unlisted equity SECUITHIES.......coveruirierieriieieieriieie e ¥8,772

These items are not included in “(1) Investment securities,” because there is no market price, future cash flows cannot be estimated and it is very

difficult to identify fair values.
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Notes: 1. Redemption schedule of monetary assets and securities with contractual maturities

Fiscal 2022

Millions of yen
Within one One to five Five to ten Over ten

year years years years

Cash and depoSitS ........evveerverieieeeerieeee et ¥123,724 ¥— ¥— ¥—

Notes and accounts receivable—trade ...........cccoevveveeneneccnnenne. 151,504 — — —
Short-term investment securities and investment securities:
Available-for-sale securities with contractual maturities:

(1) Bonds (COrporate) ..........cceeeeuerveierereenuenieeeeeneeneeeeneens — — — —

(2) Bonds (Others)........cccceeuieienieeiieieieeeeieeie e — — — —

(3) OthETS ..ot 4,852 = — =

TOtAL .ottt ¥280,081 ¥— ¥— ¥—

Thousands of U.S. dollars

Within one One to five Five to ten Over ten

year years years years

Cash and dePOSits ........ccveveeriereririeieieiererie et $932,359 $— $— $—

Notes and accounts receivable—trade ...........cccceceeveririenienennen. 1,179,390 = = =
Short-term investment securities and investment securities:
Available-for-sale securities with contractual maturities:

(1) Bonds (Corporate).........eeueeeeereereereerereeneeeeeseeneeeenenes — — — —

(2) Bonds (Others).........ccuevvierieienieeeeieeieeiieiee e — — — —

(3) Others.. . 36,564 = = =

TOtALL ittt ettt et $2,148,320 $— $— $—

Fiscal 2021
Millions of yen
Within one One to five Five to ten Over ten

year years years years

Cash and depoSits .........eoerieerereirereieeeee e ¥151,942 ¥— ¥— ¥—

Notes and accounts receivable—trade ............ccecvevveririeiiennnnenn 135,768 — — —
Short-term investment securities and investment securities:
Available-for-sale securities with contractual maturities:

(1) Bonds (Corporate)..........eveereeeeereneeeneenieeeeeneeneeneenes — — — —

(2) Bonds (Others).........ccvevvierieierieeeeieieeieeeeveeeeveeeenes — — — —

(3) OtherS....ecviiieieieeeeeeeeeee e 3,855 — — —

TOtALL vttt ¥291,566 ¥— ¥— ¥—
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Fiscal 2022

2. Redemption schedule of bonds, long-term borrowings, lease obligations and lease liabilities after the balance sheet date:

Millions of yen

Within one One to two Two to three Three to four Four to five Over five
year years years years years years
Bonds .....c.ocoveeiiiiiieieeeeeee ¥10,000 ¥— ¥10,000 ¥— ¥10,000 ¥40,000
Long-term borrowings...................... 30,434 24,188 16,855 30,815 15,815 91,815
Lease obligations.......... 513 414 317 181 44 118
Lease liabilities .. . 3,814 3,301 2,797 2,390 2,101 17,123
Total ...oovveieeieieiieieeeee e ¥44,763 ¥27,904 ¥29,970 ¥33,387 ¥27,961 ¥149,057
Thousands of U.S. dollars
Within one One to two Two to three Three to four Four to five Over five
year years years years years years
Bonds .....coooveeviiiiiieieeeeee $75,358 $— $75,358 $— $75,358 $301,432
Long-term borrowings...................... 229,344 182,276 127,016 232,216 119,179 691,899
Lease obligations....... . 3,866 3,120 2,389 1,364 332 889
Lease liabilities ........cccccoovevvnenne. 28,742 24,876 21,078 18,011 15,833 129,035
Total ..o $337,325 $210,279 $225.848 $251,598 $210,708 $1,123.263

(*) Overseas subsidiaries and affiliates that apply US GAAP have applied ASC 842 “Leases” from fiscal 2022. As a result, lease liabilities

related to the overseas subsidiaries and affiliates in question are included in lease liabilities for fiscal 2022.

Fiscal 2021
Millions of yen
Within one One to two Two to three Three to four Four to five Over five
year years years years years years

Bonds .....oooveeiieeiiieeceeeee ¥— ¥10,000 ¥— ¥10,000 ¥— ¥40,000
Long-term borrowings.. 55,013 28,444 22,191 14,861 28,821 63,625
Lease obligations.......... 487 404 304 207 89 126
Lease liabilities .........ccccoveeveennennnn.. 1,438 1,443 1,331 1,211 1,089 11,962
Total..ccoveeeiieieeeeeeeeeee e ¥56,938 ¥40,292 ¥23,827 ¥26,281 ¥30,001 ¥115,714
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3. Fair value information by level within the fair value hierarchy
The fair value of financial instruments is classified into the following three levels according to the observability and materiality of inputs used to measure
fair value.

Level 1 fair value: Fair value measured using observable inputs, i.e. quoted prices in active markets for assets or liabilities that are the subject of the

measurement.

Level 2 fair value: Fair value measured using observable inputs other than Level 1 inputs.

Level 3 fair value: Fair value measured using unobservable inputs.

If multiple inputs are used that are significant to the fair value measurement, the fair value measurement is categorized in its entirety in the level of the

lowest level input that is significant to the entire measurement.

(1) Financial instruments recorded on the consolidated balance sheet at fair value

Fiscal 2022

Millions of yen

Fair value
Category Level 1 Level 2 Level 3 Total
Investment securities:
Available-for-sale securities:
EQUILY SECUTTEIES....vevieviiieieiieierieieee st ¥14,056 ¥— ¥— ¥14,056
Derivative transactions:
CUITEINCIES ...ttt et eete e e et e et e e e eraeeeeaeeeeaaeeenns — 1,079 — 1,079
TNEEIESE TALE ..vieiiiieeiieeee ettt eae e — 302 — 302
COMMOMILY ...ttt st — 394 — 394
TOtAL ASSELS....cuvveeeeeeereeerieete et et eete et et e et e e e e eteeeaaeeaeeeteeereeenaeeereens ¥14,056 ¥1,776 y— ¥15,833

Thousands of U.S. dollars

Fair value
Category Level 1 Level 2 Level 3 Total
Investment securities:
Available-for-sale securities:
EQUILY SECUTTIES....eeviovieinieeeeeeseee e $105,923 $— $— $105,923
Derivative transactions:
CUITEICIES ...ttt et eete e eee e e eteeeaeeeeteeereeeneetee e — 8,131 — 8,131
INEETESE TALE ..ottt — 2,276 — 2,276
COMMOMILY ...ttt — 2,969 — 2,969
TOtAl ASSEES.....vveeiieeieeeeeeee e e ettt et e e e e e e e e e eaaeeeeaeeesreeeseraeeeenes $105,923 $13,384 $— $119,314
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(2) Financial instruments other than those listed on the consolidated balance sheet at fair value

Fiscal 2022

Millions of yen

Fair value

Category Level 1 Level 2 Level 3 Total
Investment securities:
Available-for-sale securities:

Golf club memberships...........coeiieiieniiieiiieeeeeeeee ¥y— ¥0 ¥— ¥0
TOLAL ASSELS ...ttt y— ¥0 ¥— ¥0
BONAS. .. e ¥y— ¥68,890 ¥y— ¥68,890
Long-term BOITOWINGS .......eoveueeeerierieieieie ettt eeeeeens — 206,604 — 206,604
Total THADIIES ....cvveieiriiecriee ettt e eaae e ¥— ¥275,495 ¥— ¥275,495

Thousands of U.S. dollars

Fair value

Category Level 1 Level 2 Level 3 Total
Investment securities:
Available-for-sale securities:

Golf club memberships.........ccoveeveirieirireeceeeeee e $— $0 $— $0
TOAl ASSELS ..veevvieriieieetieiie et ettt e ete et e eeeeebeesteeeteeesaeeveesaeeesbeereeaes $— $0 $— $0
BONAS.....oiiiiiieiiieeeeee ettt $— $519,141 $— $519,141
Long-term DOTTOWINGES ......ccuveiiriieiieiieiieiieteeteeiieiesie et eeie e seeene — 1,556,925 — 1,556,925
Total Habilities .. ...eevveieiieeeieeieieee et $— $2,076,074 $— $2,076,074
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Notes: A description of the valuation techniques and inputs used in the fair value measurements

Investment securities

The fair values of listed stocks and golf club memberships are valued using quoted prices. As listed stocks are traded in active markets, their fair
value is classified as Level 1. On the other hand, the fair value of golf club memberships is classified as Level 2 because they are not traded
frequently in the market and therefore not considered to have quoted prices in active markets.

Derivative transactions

The fair values of forward foreign exchange contracts, interest rate swaps, and commodity swaps are measured based on forward exchange rates
and prices quoted by counterparty financial institutions, etc. and are classified as Level 2. The fair value of interest rate swaps that qualify for the
exceptional treatment are accounted for as an integral part of long-term loans payable that are hedged, and is therefore included in the fair value of
the relevant long-term loans payable.

Bonds

The fair value of bonds issued by the Company is determined at the present value that is calculated by discounting the aggregated values of the
principal and interest using an interest rate reflecting the remaining terms of the Company’s bonds and the credit risk, and are classified as Level
2.

Long-term borrowings

The fair values of long-term loans payable are calculated by discounting the aggregated values of the principal and interest using an assumed
interest rate based on the interest rate that would be applied to a new loan of a similar nature, and are classified as Level 2. Certain long-term loans
payable bearing floating interest rates are hedged using interest rate swap contracts and the fair values of these loans payable are determined by
discounting the aggregated values of the principal and interest accounted for together with the related interest rate swap contracts using a

reasonably estimated interest rate based on the interest rate that would be applied to a new loan of a similar nature.
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1. Available-for-sale securities with market value

Fiscal 2022
Millions of yen Thousands of U.S. dollars
Book value Book value
(estimated fair value) Cost Net (estimated fair value) Cost Net
Securities with book value
exceeding their acquisition cost:
Equity securities........ocooevverereenenne. ¥13,883 ¥6,140 ¥7,742 $104,619 $46,270 $58,342
Bonds:
Government and municipal......... — — — — — —
COrporate ........eeveveereereeeieniennenns — — — — — —
Others....... — — — — — —
Others...... . — — — — — —
Subtotal 13,883 6,140 7,742 104,619 46,270 58,342
Securities with book value
not exceeding their acquisition cost:
Equity securities.........ccoveevereeeenenn 173 192 (18) 1,304 1,447 (136)
Bonds:
Government and municipal........ — — — — — —
Corporate .........ccceeveeenne — — — — — —
Others.....cooveeeirereiseeeene — — — — — —
Others ..o 4,852 4,852 — 36,564 36,564 —
Subtotal... 5,026 5,045 (18) 37,875 38,018 (136)
Total..... ¥18,909 ¥11,185 ¥7,723 $142,494 $84,288 $58,199

Note: Unlisted equity securities amounting to ¥2,975 million (US$ 22,419 thousand) are excluded from the above table, because they are shares, etc. that

do not have a market price.

Fiscal 2021
Millions of yen
Book value
(estimated fair value) Cost Net
Securities with book value
exceeding their acquisition cost:
Equity securities..........cccoeereevenuennen. ¥16,728 ¥6,783 ¥9,945
Bonds:
Government and municipal......... — — —
Corporate . — — —
Others... . — — —
Others....oceeiueniiieneseeeeseieie e — — —
SUbtotal ... 16,728 6,783 9,945
Securities with book value
not exceeding their acquisition cost:
Equity securities.........oceoevvrerereeens 188 205 17)
Bonds:
Government and municipal........ — — —
Corporate .......cceeeveeeeeenee. — — —
Others.....cooveivinereeeeveeene — — —
Others........ccoooveeiieviiiieiiiiieineeennn 3,855 3,855 —
Subtotal... 4,043 4,061 a7
Total..... ¥20,772 ¥10,844 ¥9,928

Note: Unlisted equity securities amounting to ¥2,702 million are excluded from the above table, because there is no market price and it is very difficult to

identify fair values.
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2. Available-for-sale securities sold during the fiscal year

Fiscal 2022
Millions of yen Thousands of U.S. dollars
Proceeds from sales Total gain  Total loss  Proceeds from sales  Total gain Total loss
Others MO D e ¥3,267 ¥2,614 ¥0 $24,619 $19,699 $0
Total ..o ¥3,267 ¥2,614 ¥0 $24,619 $19,699 $0

Notes: 1. Attributable to sale of stock.

2. Shares, etc. that do not have a market price are excluded from the above table.

Fiscal 2021
Millions of yen
Proceeds from sales Total gain  Total loss
Others N1 e, ¥1,359 ¥558 ¥y
TOtAl....oveiiiccce e ¥1,359 ¥558 ¥

Notes: 1. Attributable to sale of stock.

2. Securities for which it is difficult to identify fair value are excluded from the above table.

3. Impairment loss on securities

The Company recognized impairment loss on securities of ¥14 million (US$106 thousand) in fiscal 2022 and ¥8 million in fiscal 2021.

As for the available-for-sale securities other than shares, etc. that do not have a market price, the Company recognizes impairment loss when the fair

value of such securities as of the fiscal year end declines to less than 50% of acquisition cost. When the fair value declines to between 30% and 50% of

the acquisition cost, the Company considers the recoverability of each security and recognizes impairment for the amount deemed necessary. As for the

available-for-sale securities which shares, etc. that do not have a market price the Company recognizes impairment loss in the amount deemed necessary

when the fair value of such securities declines significantly.
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1. Derivative transactions to which hedge accounting is not applied

(1) Currencies

Fiscal 2022
Millions of yen
Nominal Nominal amount Market Unrealized
Category Classification amount due after one year value gain (loss)
Transactions other than Forward foreign exchange contracts:
market transactions Receipts in Yen/Payments in U.S. dollar .. ¥8,689 ¥y ¥635 ¥635
Receipts in Yen/Payments in Euro............ 12,085 — 110 110
Receipts in Yen/Payments in
Australian dollar............ccoveeeevveeeinieeennen. 9,225 — 269 269
Receipts in Yen/Payments in Baht............ 17,495 — 143 143
Receipts in Yen/Payments in Zloty ........... 1,182 — (61) (61)
Receipts in Yen/Payments in Yuan........... 1,080 — 41 41
Other ..o 3,697 — 12) a12)
Non-deliverable forward foreign
exchange transaction:
Receipts in Yen/Payments in Won............ 6,055 = (28) (28)
OthET oo 14 — 0) 0
TOAL. ..ot ¥59,527 ¥— ¥1,097 ¥1,097
Thousands of U.S. dollars
Nominal Nominal amount Market Unrealized
Category Classification amount due after one year value gain (loss)
Transactions other than Forward foreign exchange contracts:
market transactions Receipts in Yen/Payments in U.S. dollar .. $65,479 $— $4,785 $4,785
Receipts in Yen/Payments in Euro............ 91,070 — 829 829
Receipts in Yen/Payments in
Australian dollar...........ccccovvvevveveeeeennn. 69,518 — 2,027 2,027
Receipts in Yen/Payments in Baht............ 131,839 - 1,078 1,078
Receipts in Yen/Payments in Zloty ........... 8,907 — (460) (460)
Receipts in Yen/Payments in Yuan........... 8,139 — 309 309
Other ....cveuiiiciiicicicceeccceee 27,860 — 90) 90)
Non-deliverable forward foreign
exchange transaction:
Receipts in Yen/Payments in Won............ 45,629 — (211) (211)
OthET oo 106 _ (0) 0
$448,583 $— $8,267 $8,267

Notes: The forward foreign exchange contracts and non-deliverable forward foreign exchange transaction above are mainly those set with claims and

liabilities to consolidated subsidiaries as the hedged items.
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Fiscal 2021
Millions of yen
Nominal Nominal amount Market Unrealized
Category Classification amount due after one year value gain (loss)
Transactions other than Forward foreign exchange contracts:
market transactions Receipts in Yen/Payments in U.S. dollar .. ¥8,521 ¥ ¥(115) ¥(115)
Receipts in Yen/Payments in Euro............ 5,058 — (6) 6)
Receipts in Yen/Payments in
Australian dollar............ccoceveninienennen. 7,007 — (133) (133)
Receipts in Yen/Payments in Baht............ 14,065 — (90) (90)
Receipts in Yen/Payments in Zloty .. 1,102 — 11 11
Receipts in U.S. dollar/Payments in Yen .. 1,346 — 15 15
Other .. 2,964 — (28) (28)
Non-deliverable forward foreign
exchange transaction:
Receipts in Yen/Payments in Won............ 4,806 — (94) 94)
OthET .ot 17 — 0) 0)
TOTAL .ttt ¥44,891 ¥— ¥(443) ¥(443)

Notes: The forward foreign exchange contracts and non-deliverable forward foreign exchange transaction above are mainly those set with claims and

liabilities to consolidated subsidiaries as the hedged items.
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2. Derivative transactions to which hedge accounting is applied

(1) Currencies

Fiscal 2022
Millions of yen Thousands of U.S. dollars
Hedge Nominal Nominal
accounting Nominal amount over Market Nominal  amount over Market
method Classification Major hedged items amount one year value amount one year value
Allocation Forward foreign
method exchange contracts:
Receipts in Yen/ Accounts : , :
Payments in U.S. dollar  receivable—trade il - Note HAg — Note
Receipts in Yen/ Loans receivable 459 — Note 3,459 — Note
Payments in Baht
Receipts in Yen/ Accounts "
Payments in Yuan receivable—trade L o Note 1,221 o Note
Receipts in U.S. dollar/  Accounts "
Payments in Yen payable—trade 3 o Note L11S o Note
Other Accounts 14 — Note 106 — Note
payable—trade
TOtAL...coiiiiiiciiiicc e ¥1,434 y— $10,806 $—

Note: With respect to forward foreign exchange contracts whose exchange rates are used for translating accounts receivable—trade, loans receivable or

accounts payable—trade, market values of forward foreign exchange contracts are included in the market values of the relevant accounts

receivable—trade, loans receivable or accounts payable—trade, since they are used for recording accounts receivable—trade, loans receivable or

accounts payable-trade as hedged items.

Millions of yen Thousands of U.S. dollars
Hedge Nominal Nominal
accounting Nominal amount over Market Nominal  amount over Market
method Classification Major hedged items amount one year value amount one year value
Deferred hedge Forward foreign
method exchange contracts:
S Forecasted
Receipts in Yen/ . . ) ) ,
Payments in U.S. dollar trangactlons in ¥3,291 y— ¥35 $24,800 $— $264
foreign currencies
Receipts in Yen/ Forecasted
P P . transactions in 3,728 212 (14) 28,093 1,598 (106)
ayments in Euro forei .
oreign currencies
L Forecasted
Relgelpts in U.S. dollar/ = cactions in 2,222 — @) 16,745 — (309)
ayments in Yen . .
foreign currencies
Forecasted
Other transactions in 279 — 2 2,102 — 15
foreign currencies
TOMAL. . ¥9,521 ¥212 ¥(18) $71,748 $1,598 $(136)
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Fiscal 2021
Millions of yen
Hedge Nominal
accounting Nominal amount over Market
method Classification Major hedged items amount one year value
Allocation Forward foreign
method exchange contracts:
Receipts in Yen/ Accounts
Payments in U.S. dollar  receivable—trade ¥383 — Note
Receipts in Yen/ .
Payments in Baht Loans receivable 240 — Note
Accounts
Other payable—trade 100 — Note
TOtAl...coiiiiiiciic e ¥724 ¥—

Note: With respect to forward foreign exchange contracts whose exchange rates are used for translating accounts receivable—trade, loans receivable or
accounts payable—trade, market values of forward foreign exchange contracts are included in the market values of the relevant accounts
receivable-trade, loans receivable or accounts payable—trade, since they are used for recording accounts receivable—trade, loans receivable or
accounts payable-trade as hedged items.

Millions of yen
Hedge Nominal
accounting Major hedged Nominal amount over Market
method Classification items amount one year value
Deferred hedge Forward foreign
method exchange contracts:
. Forecasted
Receipts in Yen/ transactions in ¥3,276 ¥— ¥7)
Payments in U.S. dollar . .
foreign currencies
. Forecasted
Receipts in Yen/ transactions in 1,788 — ©)
Payments in Euro forei .
oreign currencies
L Forecasted
Receipts in US dollar/ transactions in 1,725 — 24
Payments in Yen . .
foreign currencies
L Forecasted
Receipts m Yen/ transactions in 1,431 — 2)
Payments in Baht . .
foreign currencies
Forecasted
Other transactions in 415 — €8
foreign currencies
TOUAL. . ¥8,637 ¥— ¥3
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(2) Interest rate

Fiscal 2022

Hedge accounting
method

Classification

Major hedged items

Millions of yen

Nominal amount

Nominal amount over one year

Market value

Special treatment
For interest rate swaps

Interest rate swaps:
Floating rate into fixed rate

Long-term borrowings

¥16,000 ¥6,000

Note

Hedge accounting
method

Classification

Major hedged items

Thousands of U.S. dollars

Nominal amount

Nominal amount over one year

Market value

Special treatment
For interest rate swaps

Interest rate swaps:

Floating rate into fixed rate Long-term borrowings

$120,573 $45,215

Note

Note: With respect to interest rate swap contracts which meet certain conditions, market values of the interest rate swap contracts are included in the

market values of the relevant long-term borrowings, since they are used for recording long-term borrowings as hedged items.

Hedge accounting
method

Classification

Major hedged items

Millions of yen

Nominal amount

Nominal amount over one year

Market value

Deferred hedge method

Interest rate swaps:
Floating rate into fixed rate

Long-term borrowings

¥18,620 ¥18,620

¥302

Hedge accounting

Thousands of U.S. dollars

Nominal amount

method Classification Major hedged items Nominal amount over one year Market value
Interest rate swaps:
Deferred hedge method Floating rate into fixed rate Long-term borrowings $140,317 $140,317 $2,276
Fiscal 2021
Millions of yen

Hedge accounting
method

Classification

Major hedged items

Nominal amount

Nominal amount over one year

Market value

Special treatment
For interest rate swaps

Interest rate swaps:
Floating rate into fixed rate

Long-term borrowings

¥31,000 ¥16,000

Note

Note: With respect to interest rate swap contracts which meet certain conditions, market values of the interest rate swap contracts are included in the

market values of the relevant long-term borrowings, since they are used for recording long-term borrowings as hedged items.

Hedge accounting
method

Classification

Major hedged items

Millions of yen

Nominal amount

Nominal amount over one year

Market value

Deferred hedge method

Interest rate swaps:
Floating rate into fixed rate

Long-term borrowings

¥16,807 ¥16,807

¥(331)

47



|  Notes to Consolidated Financial Statements

Kuraray Co., Ltd. and its Consolidated Subsidiaries / Year ended December 31, 2022

(3) Commodity
Fiscal 2022

Hedge accounting
method

Classification

Major hedged items

Millions of yen

Nominal amount

Nominal amount over one year

Market value

Deferred hedge method

Commodity swaps:
Floating rate into fixed rate

Raw material

¥1,139 ¥660

¥394

Hedge accounting

Thousands of U.S. dollars

Nominal amount

method Classification Major hedged items Nominal amount over one year Market value
Commodity swaps:
Deferred hedge method Floating rate into fixed rate  Raw material $8,583 $4,974 $2,969
Fiscal 2021
Millions of yen
Hedge accounting Nominal amount

method Classification Major hedged items Nominal amount over one year Market value

Deferred hedge method Commodity swaps:

Floating rate into fixed rate

Raw material

¥1,009 ¥767

¥288
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1. Summary of retirement benefit plan

The Company and certain consolidated subsidiaries provide retirement
benefits to employees with funded and unfunded defined benefits plans and
a defined contribution plan. Certain consolidated subsidiaries participate in
a multi-employer plan and account for their contributions to this fund as a
retirement benefit expense because the plan assets that correspond to the
contribution of each participant cannot be reasonably calculated.

The funded defined benefits plan provides a lump sum payment or a
pension primarily based on qualifications and length of service. The
Company and certain consolidated subsidiaries are introducing a cash-
balance plan to the defined benefits plan. The cash-balance plan establishes
hypothetical individual employee accounts representing each employee’s

share of plan funding and assets. Interest credits based on money market

2. Defined benefit plan

rate movements and credits primarily based on qualifications and length of
service accumulate in the hypothetical individual employee accounts.

The unfunded retirement benefit plan is a lump sum retirement plan. It
functions as a retirement savings plan because the Company has established
a retirement benefits trust for it. This plan provides lump sum retirement
benefits primarily based on qualifications and length of service.

Certain consolidated subsidiaries use a simplified method to calculate
liabilities and expenses associated with their defined benefit and lump sum
plans.

In fiscal 2021, some consolidated subsidiaries revised their retirement
benefit plans, resulting in prior service costs (a reduction in retirement

benefit obligations).

(1) Reconciliations of beginning and ending balance of retirement benefit plan (excluding simplified method)

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Retirement benefit obligations at beginning of year ............cc.cceeeenenne. ¥69,334 ¥69,384 $522,487
SEIVICE COSES ..uviviiiariiiieiierieete et et eete et e steeteereesaesteesaessesbeeneesbesseenees 3,094 3,065 23,316
TIEEIEST COSES .viiiiiintiieiee et eeeeeee e ettt e e e et aeeeeeesseaeeeeeeessenaaeeeeas 1,131 931 8,523
Actuarial ain 01 LOSS ....c..eoveuirerieriiinieicieeretceesece e 9,399) (967) (70,829)
Prior service costs recorded during the period ..........ccccoevveiennene — (2,165) —
Benefits paid.......c.cooeeiiiiiiiiniiiicece e (4,950) (3,553) (37,302)
OBHET ..ttt 4,041 2,638 30,452
Retirement benefit obligations at end of year...........cccccceeveniriencncnne. ¥63,252 ¥69,334 $476,654

Note: “Other” mainly consists of foreign currency translation adjustment (change due to effects of foreign currency translation).

(2) Reconciliations of beginning and ending balance of plan assets (excluding simplified method)

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Plan assets at beginning of year.........c.coceveriiiiiieiiniiee e ¥49,153 ¥48,203 $370,407
Expected return on plan assets .........c.ccecerereeeenenieniene e 1,488 1,401 11,213
Actuarial gain or loss................. (7,932) (110) (59,774)
Contribution from entrepreneur .... 1,490 1,188 11,228
Benefits paid.........cccceceeienenenne. (5,050) (3,693) (38,056)
ORET ...ttt sttt enenneas 3,003 2,165 22,630
Plan assets at end Of YEar.........ccoovverieiirerieieeeerece e ¥42,154 ¥49,153 $317,664

Note: “Other” mainly consists of foreign currency translation adjustment (change due to effects of foreign currency translation).
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(3) Reconciliations of beginning and ending net defined benefit liabilities using the simplified method

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Net defined benefit liabilities at beginning of year............c.ccceeeeee ¥2,382 ¥2,170 $17,950
Retirement benefit eXpenses..........oeeeeueveveriueinerirenncineeenan 495 510 3,730
Benefits paid .....c..cceveriiieiieneice e 197) (158) (1,485)
Contribution to plan assets ...........ceeevieueernuerinieiererineenieeeienene (261) (140) (1,967)
Other ..o 3 0 23
Net defined benefit liabilities at end of year... ¥2,423 ¥2,382 $18,259

benefit assets recognized on the consolidated balance sheet

(4) Reconciliations of net amount of retirement benefit liabilities and plan assets and net amount of net defined benefit liabilities and net defined

Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Installment type retirement benefit obligation...........c.cceeeverieniennne. ¥57,533 ¥62,460 $433,557
PIAN @SSEES ...eeuvieeeeeieieeete ettt et ettt et ere e e e e ereeereeeaeeeneens (43,757) (50,397) (329,744)
13,775 12,063 103,806
Non installment type retirement benefit obligation ..........c.cccecuenenne. 9,745 10,499 73,436
Net amount of net defined benefit liabilities and net defined benefit
assets recognized on the consolidated balance sheet....................... ¥23,521 ¥22,563 $177,249
Net defined benefit Habilities ...........ocovvviveiiiieiieicieeeee e ¥25,626 ¥25,629 $193,112
Net defined benefit aSSetS......oeviirireirereieisieieie e eneees (2,104) (3,066) (15,855)
Net amount of net defined benefit liabilities and net defined benefit
assets recognized on the consolidated balance sheet....................... ¥23,521 ¥22,563 $177,249
Note: Includes plan that uses the simplified method.
(5) The components of retirement benefit expenses
Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
SEIVICE COSES....iuiiiiiiiiiiiiiie it s ¥3,094 ¥3,065 $23,316
Interest CoOStS.....ccooeeiiniinnnnn. 1,131 931 8,523
Expected return on plan assets ............... (1,488) (1,401) (11,213)
Amortization of actuarial gains or losses... 908 927 6,843
Amortization of Prior SErvice COStS ..........coceeriviiririiiiinnns 51 (12) 384
Retirement benefit expenses calculated by simplified method........... 495 510 3,730
OBNET .ttt ettt te ettt eneesenan 434 311 3,271
Retirement benefit expense pertaining to defined benefit plan ¥4,628 ¥4.331 $34,876
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(6) Remeasurements of defined benefit plans (Consolidated comprehensive income)

The following is a breakdown of remeasurements of defined benefit plans (before deductions for the effect of income taxes)

Thousands of
Millions of yen U.S. dollars

Fiscal 2022 Fiscal 2021 Fiscal 2022
PriOT SEIVICE COSES...uviiiitriieitieeeteeeeetteeeete e et e e e eae e e ertee e eteeeeeaeeeeenes ¥51 ¥2,152 $384
Actuarial gain 01 L0SS.......cevviieirenieiiiieneieeeseeeeeee e 2,375 1,783 17,898
TOMAL ..ttt ettt ae e ¥2,426 ¥3.936 $18,282

(7) Remeasurements of defined benefit plans (Consolidated balance sheet)
The following is a breakdown of items recorded in cumulative remeasurements of defined benefit plans (before deductions for the effect of

income taxes).

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Unrecognized Prior SEIVICE COSS.....eueurruirreieirrenrenieeirtereeneeeeseeneeneeeenees ¥1,729 ¥1,677 $13,029
Unrecognized actuarial gain o1 loSS.........c.cceveueeieiivinicieinicineiccnene. (3,105) (5,480) (23,399)
¥(1,376) ¥(3,803) $(10,369)
(8) Plan assets
a. The components of plan assets
Fiscal 2022 Fiscal 2021
Dbt SECUTILIES ......cveeveieiiiiiereeiteceteeccee et 49% 54%
EqQUIty SECUTTHIES ...veovenriiieierieieiisierteiecstcce et 16 14
Life insurance company general accounts 8D ... 15 13
Cash and dePOSItS.......c.uerueruiiieriirtieieieseei ettt 4 3
OBRET SSEES ..ottt ettt et sa et ebesae e eae e 16 16
TOtAl MO e 100% 100%

Notes: 1. Life insurance companies manage the assets in, assume the asset management risk for, and guarantee a fixed return to policyholders for
life insurance general accounts.
2. Total retirement plan assets for the years ended December 31, 2022 and 2021 include 25% and 26%, respectively, of the retirement
benefits trust established for the lump sum retirement plan.

b. Determination of long-term expected rate of return on plan assets
The long-term expected rate of return on plan assets is determined with due consideration of current and future distribution of plan assets and

current and expected returns on the various types of plan assets.

(9) Actuarial assumptions

Fiscal 2022 Fiscal 2021
DISCOUNL TALE ...ttt ettt ettt et st eeneenens Mainly 0.7% to 5.0%  Mainly 0.7% to 2.9%
Long-term expected rate of return...........oocoevevvvevinieiveneeceerene Mainly 1.0% to 5.5% Mainly 1.0% to 5.5%

51



| Notes to Consolidated Financial Statements
Kuraray Co., Ltd. and its Consolidated Subsidiaries / Year ended December 31, 2022

3. Defined contribution plan
The amounts of required contribution to the defined contribution plan of the Company and its consolidated subsidiaries for the years ended December 31,

2022 and 2021 are as follows:

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Defined contribution plan............cceeeoieerenieineneiee e ¥1,472 ¥1,419 $11,093

4. Multi-employer plan
The contribution to the multi-employer plan, which is accounted for in the same manner as the defined contribution plan for the years ended December

31,2022 and 2021, totaled ¥102 million (US$769 thousand) and ¥83 million, respectively.

Multi-employer plan in which overseas consolidated subsidiaries participate

(1) Accumulated funds for the plan

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
(As of June 30, 2022) (As of June 30, 2021) (As of June 30, 2022)
PLan @SSELS...c.veueeuerieieiirieiciieesecee et e ¥81,744 ¥63,402 $616,006
Total of actuarial pension liabilities and plan’s minimum reserve .. 79,884 60,850 601,989
DIfTErenCe ..c..cvvveeieeeirie e ¥1,860 ¥2,551 $14,017
(2) Ratio of total salaries of the consolidated subsidiary to total funds of the plan
Fiscal 2022 Fiscal 2021
(As of June 30, 2022) (As of June 30, 2021)
3.7% 4.2%

The ratio in the above (2) does not match with the ratio of the actual burden of the consolidated subsidiary.

1. Item and amount of expenses for stock options

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Selling, general and administrative eXpenses. .........eecververeereerieereerueniennens ¥y— ¥115 $—
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2. Details including size and changes of stock options

(1) Stock options plans

Stock options May 2013

Stock options May 2014

Resolution date

April 25,2013

April 25, 2014

Number of eligible persons
by position

Directors of the Company: 10

Executive officers of the Company (excluding those
who concurrently serve as directors of the Company
and those working overseas): 17

Directors of the Company: 10

Executive officers of the Company (excluding those
who concurrently serve as directors of the Company
and those working overseas): 17

Total number and type of
stocks granted

88,000 shares of common stock

78,500 shares of common stock

Grant date

May 15, 2013

May 15, 2014

Prerequisite to be vested

No vesting conditions are set.

No vesting conditions are set.

Required service period

There is no provision for a required service period.

There is no provision for a required service period.

Exercise period

From May 15, 2013 to May 14, 2028; provided that,
if the final date of the exercise period is a holiday for
the Company, the final date should be the business
date immediately preceding the date.

A holder of subscription rights to shares may
exercise the subscription rights to shares within 10
days from one day after the day he/she loses his or
her position as a director or an executive officer (the
“Rights Commencement Date”).

Notwithstanding the above, if the holder of
subscription rights to shares fails to reach the Rights
Commencement Date by April 15,2028, he/she may
exercise his or her rights from the following business
day to the date of expiration of the above exercise
period of the subscription rights to shares.

From May 15, 2014 to May 14, 2029; provided that,
if the final date of the exercise period is a holiday for
the Company, the final date should be the business
date immediately preceding the date.

A holder of subscription rights to shares may
exercise the subscription rights to shares within 10
days from one day after the day he/she loses his or
her position as a director or an executive officer (the
“Rights Commencement Date”).

Notwithstanding the above, if the holder of
subscription rights to shares fails to reach the Rights
Commencement Date by April 15,2029, he/she may
exercise his or her rights from the following business
day to the date of expiration of the above exercise
period of the subscription rights to shares.

Number of subscription rights to
shares (units) Mo 3

9

11

Type, content and number of shares
subject to subscription rights to
shares et 3)

4,500 shares of common stock

5,500 shares of common stock

Amount paid at the time of exercise

of subscription rights to shares (yen)
(Note 3)

¥1/share (US$0.01)

¥1/share (US$0.01)

Issue price of shares and amount to
be incorporated into stated capital
when issuing shares through exercise

of subscription rights to shares (yen)
(Note 3)

Issue price: ¥1,483 (US$11.18)
Amount to be incorporated into stated capital: ¥742
(US$5.59)

Issue price: ¥1,120 (US$8.44)
Amount to be incorporated into stated capital: ¥560
(US$4.22)

Conditions for exercising
subscription rights to shares Mot )

(Note 1)

Matters related to transfer of
subscription rights to shares M3

Acquisition of the subscription rights to shares by transfer shall require the approval by resolution of the

Board of Directors of the Company.

Matters related to delivery of
subscription rights to shares in
association with reorganization Mo«

(Note 2)
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Stock options February 2015

Stock options February 2016

Resolution date

January 21, 2015

January 20, 2016

Number of eligible persons
by position

Directors of the Company: 12

Executive officers of the Company (excluding those
who concurrently serve as directors of the Company
and those working overseas): 11

Directors of the Company: 12

Executive officers of the Company (excluding those
who concurrently serve as directors of the Company
and those working overseas): 10

Total number and type of
stocks granted

59,500 shares of common stock

69,000 shares of common stock

Grant date

February 17, 2015

February 10, 2016

Prerequisite to be vested

No vesting conditions are set.

No vesting conditions are set.

Required service period

There is no provision for a required service period.

There is no provision for a required service period.

Exercise period

From February 17, 2015 to February 16, 2030;
provided that, if the final date of the exercise period
is a holiday for the Company, the final date should

be the business date immediately preceding the date.

A holder of subscription rights to shares may
exercise the subscription rights to shares within 10
days from one day after the day he/she loses his or
her position as a director or an executive officer (the
“Rights Commencement Date”).

Notwithstanding the above, if the holder of
subscription rights to shares fails to reach the Rights
Commencement Date by January 17, 2030, he/she
may exercise his or her rights from the following
business day to the date of expiration of the above
exercise period of the subscription rights to shares.

From February 10, 2016 to February 9, 2031;
provided that, if the final date of the exercise period
is a holiday for the Company, the final date should
be the business date immediately preceding the date.
A holder of subscription rights to shares may
exercise the subscription rights to shares within 10
days from one day after the day he/she loses his or
her position as a director or an executive officer (the
“Rights Commencement Date”).

Notwithstanding the above, if the holder of
subscription rights to shares fails to reach the Rights
Commencement Date by January 10, 2031, he/she
may exercise his or her rights from the following
business day to the date of expiration of the above
exercise period of the subscription rights to shares.

Number of subscription rights to
shares (units) Noie 3

18

33

Type, content and number of shares
subject to subscription rights to
shares et 3)

9,000 shares of common stock

16,500 shares of common stock

Amount paid at the time of exercise

of subscription rights to shares (yen)
(Note 3)

¥1/share (US$0.01)

¥1/share (US$0.01)

Issue price of shares and amount to
be incorporated into stated capital
when issuing shares through exercise

of subscription rights to shares (yen)
(Note 3)

Issue price: ¥1,353 (US$10.20)
Amount to be incorporated into stated capital: ¥677
(US$5.10)

Issue price: ¥1,201 (US$9.05)
Amount to be incorporated into stated capital: ¥601
(US$4.53)

Conditions for exercising
subscription rights to shares Mot )

(Note 1)

Matters related to transfer of
subscription rights to shares M3

Acquisition of the subscription rights to shares by transfer shall require the approval by resolution of the

Board of Directors of the Company.

Matters related to delivery of
subscription rights to shares in
association with reorganization Mo«

(Note 2)
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Stock options February 2017

Stock options February 2018

Resolution date

January 18, 2017

January 17, 2018

Number of eligible persons
by position

Directors of the Company: 12

Executive officers of the Company (excluding those
who concurrently serve as directors of the Company
and those working overseas): 11

Directors of the Company: 10

Executive officers of the Company (excluding those
who concurrently serve as directors of the Company
and those working overseas): 12

Total number and type of
stocks granted

75,500 shares of common stock

45,000 shares of common stock

Grant date

February 9, 2017

February 15, 2018

Prerequisite to be vested

No vesting conditions are set.

No vesting conditions are set.

Required service period

There is no provision for a required service period.

There is no provision for a required service period.

Exercise period

From February 9, 2017 to February 8, 2032;
provided that, if the final date of the exercise period
is a holiday for the Company, the final date should

be the business date immediately preceding the date.

A holder of subscription rights to shares may
exercise the subscription rights to shares within 10
days from one day after the day he/she loses his or
her position as a director or an executive officer (the
“Rights Commencement Date”).

Notwithstanding the above, if the holder of
subscription rights to shares fails to reach the Rights
Commencement Date by January 9, 2032, he/she
may exercise his or her rights from the following
business day to the date of expiration of the above
exercise period of the subscription rights to shares.

From February 15, 2018 to February 14, 2033;
provided that, if the final date of the exercise period
is a holiday for the Company, the final date should
be the business date immediately preceding the date.
A holder of subscription rights to shares may
exercise the subscription rights to shares within 10
days from one day after the day he/she loses his or
her position as a director or an executive officer (the
“Rights Commencement Date”).

Notwithstanding the above, if the holder of
subscription rights to shares fails to reach the Rights
Commencement Date by January 15, 2033, he/she
may exercise his or her rights from the following
business day to the date of expiration of the above
exercise period of the subscription rights to shares.

Number of subscription rights to
shares (units) Moie 3

57

42

Type, content and number of shares
subject to subscription rights to
shares et 3)

28,500 shares of common stock

21,000 shares of common stock

Amount paid at the time of exercise

of subscription rights to shares (yen)
(Note 3)

¥1/share (US$0.01)

¥1/share (US$0.01)

Issue price of shares and amount to
be incorporated into stated capital
when issuing shares through exercise

of subscription rights to shares (yen)
(Note 3)

Issue price: ¥1,539 (US$11.60)
Amount to be incorporated into stated capital: ¥770
(US$5.80)

Issue price: ¥1,762 (US$13.28)
Amount to be incorporated into stated capital: ¥881
(US$6.64)

Conditions for exercising
subscription rights to shares Mot )

(Note 1)

Matters related to transfer of
subscription rights to shares Note3)

Acquisition of the subscription rights to shares by transfer shall require the approval by resolution of the

Board of Directors of the Company.

Matters related to delivery of
subscription rights to shares in
association with reorganization Mo«

(Note 2)
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Stock options February 2019

Stock options February 2020

Resolution date

January 16, 2019

January 22, 2020

Number of eligible persons
by position

Directors of the Company: 9

Executive officers of the Company (excluding those
who concurrently serve as directors of the Company
and those working overseas): 13

Directors of the Company: 12

Executive officers of the Company (excluding those
who concurrently serve as directors of the Company
and those working overseas): 12

Total number and type of
stocks granted

64,500 shares of common stock

86,500 shares of common stock

Grant date

February 14, 2019

February 14, 2020

Prerequisite to be vested

No vesting conditions are set.

No vesting conditions are set.

Required service period

There is no provision for a required service period.

There is no provision for a required service period.

Exercise period

From February 14, 2019 to February 13, 2034;
provided that, if the final date of the exercise period
is a holiday for the Company, the final date should

be the business date immediately preceding the date.

A holder of subscription rights to shares may
exercise the subscription rights to shares within 10
days from one day after the day he/she loses his or
her position as a director or an executive officer (the
“Rights Commencement Date”).

Notwithstanding the above, if the holder of
subscription rights to shares fails to reach the Rights
Commencement Date by January 14, 2034, he/she
may exercise his or her rights from the following
business day to the date of expiration of the above
exercise period of the subscription rights to shares.

From February 14, 2020 to February 13, 2035;
provided that, if the final date of the exercise period
is a holiday for the Company, the final date should
be the business date immediately preceding the date.
A holder of subscription rights to shares may
exercise the subscription rights to shares within 10
days from one day after the day he/she loses his or
her position as a director or an executive officer (the
“Rights Commencement Date”).

Notwithstanding the above, if the holder of
subscription rights to shares fails to reach the Rights
Commencement Date by January 14, 2035, he/she
may exercise his or her rights from the following
business day to the date of expiration of the above
exercise period of the subscription rights to shares.

Number of subscription rights to
shares (units) Moie 3
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101

Class, content and number of shares
subject to subscription rights to
shares Mot 3)

37,000 shares of common stock

50,500 shares of common stock

Amount paid at the time of exercise

of subscription rights to shares (yen)
(Note 3)

¥1/share (US$0.01)

¥1/share (US$0.01)

Issue price of shares and amount to
be incorporated into stated capital
when issuing shares through exercise

of subscription rights to shares (yen)
(Note 3)

Issue price: ¥1,467 (US$11.06)
Amount to be incorporated into stated capital: ¥734
(US$5.53)

Issue price: ¥1,315 (US$9.91)
Amount to be incorporated into stated capital: ¥658
(US$4.96)

Conditions for exercising
subscription rights to shares Mot )

(Note 1)

Matters related to transfer of
subscription rights to shares M3

Acquisition of the subscription rights to shares by transfer shall require the approval by resolution of the

Board of Directors of the Company.

Matters related to delivery of
subscription rights to shares in
association with reorganization Mo«

(Note 2)
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Stock options February 2021

Resolution date

January 20, 2021

Number of eligible persons
by position

Directors of the Company (excluding those working
overseas): 11

Executive officers of the Company (excluding those
who concurrently serve as directors of the Company
and those working overseas): 13

Total number and type of
stocks granted

98,500 shares of common stock

Grant date

February 12, 2021

Prerequisite to be vested

No vesting conditions are set.

Required service period

There is no provision for a required service period.

Exercise period

From February 12, 2021 to February 11, 2036;
provided that, if the final date of the exercise period
is a holiday for the Company, the final date should
be the business date immediately preceding the date.
A holder of subscription rights to shares may
exercise the subscription rights to shares within 10
days from one day after the day he/she loses his or
her position as a director or an executive officer (the
“Rights Commencement Date”).

Notwithstanding the above, if the holder of
subscription rights to shares fails to reach the Rights
Commencement Date by January 12, 2036, he/she
may exercise his or her rights from the following
business day to the date of expiration of the above
exercise period of the subscription rights to shares.

Number of subscription rights to
shares (units) Noie 3

162

Class, content and number of shares
subject to subscription rights to
shares (Note3)

81,000 shares of common stock

Amount paid at the time of exercise

of subscription rights to shares (yen)
(Note 3)

¥1/share (US$0.01)

Issue price of shares and amount to
be incorporated into stated capital
when issuing shares through exercise

of subscription rights to shares (yen)
(Note 3)

Issue price: ¥1,175 (US$8.85)
Amount to be incorporated into stated capital: ¥588
(US$4.43)

Conditions for exercising
subscription rights to shares M3

(Note 1)

Matters related to transfer of
subscription rights to shares Nete3)

Acquisition of the subscription rights to shares by
transfer shall require the approval by resolution of
the Board of Directors of the Company.

Matters related to delivery of
subscription rights to shares in
association with reorganization N3

(Note 2)

Notes: 1. Conditions for exercising subscription rights to shares

(i)  Ifthe Company decides to acquire the subscription rights to shares without contribution by resolution of a shareholders’ meeting or a Board
of Directors’ meeting (Note 1-1), a holder of the subscription rights to shares may exercise the subscription rights to shares for a period that
is prior to the date of such gratis acquisition and is separately determined by the Board of Directors.

(i1)  If a holder of the subscription rights to shares is deceased, his or her heir may exercise the subscription rights to shares pursuant to the

conditions specified in the “Contracts on Subscription Rights to Shares” listed in (iii) below.
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(iii)

The other exercise conditions are prescribed in the “Contracts on Subscription Rights to Shares” to be concluded between the Company and a

holder of the subscription rights to shares.

1-1. If a proposal for approval of a merger agreement in which the Company will be a non-surviving company, an absorption-type split agreement or an

incorporation-type company split plan in which the Company will be a split company, or a share exchange agreement or a share transfer plan in

which the Company will be a wholly-owned subsidiary, is approved at the shareholders’ meeting of the Company (if the resolution of the

shareholders’ meeting is not required, a resolution at the Board of Directors of the Company that approves these proposals), the Company may

acquire all the remaining subscription rights to shares without consideration, as of the date separately determined by the Board of Directors.

2. Matters related to delivery of subscription rights to shares in association with reorganization

@

(i)

(iii)

(iv)

(4]

(vi)

When the Company carries out a merger (only where the Company becomes a non-surviving company), absorption-type split, incorporation-
type company split, share exchange or share transfer (collectively the “Reorganizational Acts”), the subscription rights to shares of a stock
company listed in (a) to (e) in Paragraphs 1-8, Article 236 of the Companies Act (“Reorganized Company”) shall be delivered to a holder of
the subscription rights to shares who holds the remaining subscription rights to shares at the effective timing of the Reorganizational Acts
(“Remaining Subscription Rights to Shares”), for each case, based on the conditions described below. In this case, Remaining Subscription
Rights to Shares shall be extinguished, and the Reorganized Company shall newly deliver subscription rights to shares. However, the
foregoing is limited to a case that a provision to deliver subscription rights to shares of the Reorganized Company pursuant to the following
conditions is stipulated in an absorption-type merger agreement, an incorporation-type merger agreement, an absorption-type split
agreement, an incorporation-type company split plan, a share exchange agreement or a share transfer plan.

Number of Reorganized Company’s subscription rights to shares to be delivered

The same number as that of Remaining Subscription Rights to Shares held by the holders of the subscription rights to shares shall be
delivered, respectively.

Type of shares of the Reorganized Company underlying the subscription rights to shares

Common stock of the Reorganized Company.

Number of shares of the Reorganized Company underlying the subscription rights to shares

Determined in consideration for conditions of the Reorganizational Acts and other factors.

Value of assets to be contributed upon exercise of the subscription rights to shares

Post-reorganization paid-in amount shall be ¥1 per share of the Reorganized Company upon exercise of the subscription rights to shares. The
value of assets to be contributed shall be calculated by multiplying the amount with the number of shares of the Reorganized Company
determined according to (iii) above.

Exercise period of the subscription rights to shares

From the starting day of the period for exercisable subscription rights to shares or the day when the Reorganization Action comes into effect,
whichever comes later, to the expiration date of the exercise period of the subscription rights to shares above.

Amount of capital to be increased when shares are issued upon exercise of the subscription rights to shares

Half of the maximum amount of increase in stated capital calculated in accordance with Paragraph 1, Article 17 of the Regulation on

Corporate Accounting, and any fraction of less than ¥1 resulting from the calculation shall be rounded up.
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(vii) Restriction on acquisition of the subscription rights to shares by transfer

Acquisition of the subscription rights to shares by transfer requires the approval of the Board of Directors of the Reorganized Company.

Determined according to Note 1-1 above.

(viii) Acquisition provision of the subscription rights to shares

(ix) Other conditions for exercise of the subscription rights to shares

Determined according to “Exercise period of the subscription rights to shares” (v) and (Note 1) above.

(2) Size and changes of stock options

1) Number of stock options

(February 28, 2023), there are no changes from the details as of the end of fiscal 2022.

Stock options that existed in current fiscal years were converted into shares.

3. Stated are details as of the end of fiscal 2022. As of the end of the month preceding the month that the filing date of the securities report belongs to
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Stock options  Stock options  Stock options  Stock options
Stock options  Stock options February February February February
May 2013 May 2014 2015 2016 2017 2018
Unvested stock options (shares)
At the beginning of the fiscal year — — — — — —
Granted — — — — — —
Forfeited — — — — — —
Vested — — — — — —
At the end of the fiscal year — — — — — —
Vested stock options (shares)
At the beginning of the fiscal year 6,000 8,500 12,000 20,500 37,000 28,500
Vested — — — — — —
Exercised 1,500 3,000 3,000 4,000 8,500 7,500
Forfeited — — — — — —
At the end of the fiscal year 4,500 5,500 9,000 16,500 28,500 21,000
Stock options  Stock options  Stock options
February February February
2019 2020 2021
Unvested stock options (shares)
At the beginning of the fiscal year — — —
Granted — — —
Forfeited — — —
Vested — — —
At the end of the fiscal year — — —
Vested stock options (shares)
At the beginning of the fiscal year 43,500 58,500 92,000
Vested — — —
Exercised 6,500 8,000 11,000
Forfeited — — —
At the end of the fiscal year 37,000 50,500 81,000
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Stock options

Stock options

Stock options

Stock options

Stock options

Stock options

May 2013 May 2014 February 2015  February 2016~ February 2017  February 2018
Exercise prices ¥1 ¥1 ¥1 ¥1 ¥1 ¥1
Weighted-average exercise date
stock price 1,031 1,031 1,031 1,031 1,031 1,031
Fair value at the grant date 1,482 1,119 1,352 1,200 1,538 1,761
Yen
Stock options Stock options Stock options
February 2019 February 2020  February 2021
Exercise prices ¥1 ¥1 ¥1
Weighted-average exercise date
stock price 1,031 1,031 1,031
Fair value at the grant date 1,466 1,314 1,174
U.S. dollars
Stock options Stock options Stock options Stock options Stock options Stock options
May 2013 May 2014 February 2015  February 2016~ February 2017 February 2018
Exercise prices $0.01 $0.01 $0.01 $0.01 $0.01 $0.01
Weighted-average exercise date
stock price 7.7 7.77 7.7 7.77 7.77 7.77
Fair value at the grant date 11.17 8.43 10.19 9.04 11.59 13.27
U.S. dollars
Stock options Stock options Stock options
February 2019  February 2020  February 2021
Exercise prices $0.01 $0.01 $0.01
Weighted-average exercise date
stock price 7.77 7.77 7.77
Fair value at the grant date 11.05 9.90 8.85

3. Method to estimate number of vested stock options
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The number of vested stock options is the same as the number of stock options granted, since no vesting conditions are set.
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1. Significant components of deferred tax assets and liabilities at December 31, 2022 and December 31, 2021

Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Deferred tax assets:
Net defined benefit liabilities ¥9,926 ¥10,566 $74,800
Unrealized gain on inventories 3,409 2,245 25,690
Accrued expenses 3,264 3,229 24,597
Impairment loss 3,220 3,612 24,265
Provision for bonuses 2,012 1,614 15,162
Tax credit carry forward of overseas subsidiaries 1,792 1,670 13,504
Depreciation and amortization 1,603 2,182 12,080
Tax loss carry forward Now) 10,329 13,860 77,837
Other 8,106 8,566 61,085
Subtotal deferred tax assets 43,665 47,549 329,050
Valuation allowance relating to tax loss carry forward Not©) (6,561) (6,099) (49,442)
Valuation allowance for total deductible temporary differences (4,266) (5,898) (32,148)
Subtotal valuation allowance (10,828) (11,997) (81,598)
Total deferred tax assets 32,837 35,551 247,453
Deferred tax liabilities:
Depreciation and amortization (13,128) (13,382) (98,930)
Adjustment to book value of assets stated at fair value (11,948) (11,745) (90,038)
Unrealized gain on revaluation of securities (1,985) (2,657) (14,959)
Retained earnings of overseas subsidiaries (1,523) (1,192) (11,477)
Other (4,812) (4,616) (36,262)
Total deferred tax liabilities (33,398) (33,593) (251,680)
Net deferred tax assets (liabilities) ¥(560) ¥1,958 $(4,220)
Note: Amounts of tax loss carry forward and deferred tax assets according to the carryforward periods
Fiscal 2022 (December 31, 2022)
(Millions of yen)
Within One to two Two to three  Three to four Four to five Over five
one year years years years years years Total
Tax loss carry forward ) ¥51 ¥116 ¥129 ¥73 ¥360 ¥9,598 ¥10,329
Valuation allowance 35) (84) (84) (34) (336) (5,986) (6,561)
Deferred tax assets 15 32 44 39 23 3,612 *)3,768
(Thousands of U.S. dollars)
Within One to two Two to three  Three to four Four to five Over five
one year years years years years years Total
Tax loss carry forward ) $384 $874 $972 $550 $2,713 $72,329 $77,837
Valuation allowance (264) (633) (633) (256) (2,532) (45,109) (49,442)
Deferred tax assets 113 241 332 294 173 27,219 *)28,395

(*) Tax loss carry forward is the amount multiplied by the normal effective tax rate.
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Fiscal 2021 (December 31, 2021)

(Millions of yen)
Within one One to two Two to three  Three to four Four to five Over five
year years years years years years Total
Tax loss carry forward ¢V ¥89 ¥35 ¥107 ¥120 ¥160 ¥13,346 ¥13,860
Valuation allowance (83) (35) 81) (84) (111) (5,702) (6,099)
Deferred tax assets 6 — 26 35 49 7,644 27761

(*1) Tax loss carry forward is the amount multiplied by the normal effective tax rate.

(*2) With regard to the tax loss carry forward of ¥13,860 million (the amount multiplied by the normal effective tax rate), the amount recorded for
deferred tax assets was ¥7,761 million. Deferred tax assets recorded under tax loss carry forward represent the amount deemed to be
recoverable based on the estimation of future taxable profit and the adequacy of the taxable temporary difference.

2. Reconciliation of the differences between the normal effective tax rate and the income tax rate in the accompanying consolidated statement of

income at December 31, 2022 and December 31, 2021

Fiscal 2022 Fiscal 2021
Normal effective tax rate 30.4% 30.4%
(Adjustment)
Tax credit primarily for research and development expenses 1.4) 3.0)
Changes in valuation allowance 0.9) 1.2
Amortization of goodwill 1.2 1.4
Effect of income tax rates difference 3.0) 0.5
Retained earnings of overseas subsidiaries 0.4 0.7
Income taxes for prior periods — 24
Other 1.9 0.9
Income tax rate per the consolidated statement of income 28.6% 34.5%
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Asset retirement obligations recorded in the consolidated balance sheet are as follows:

Overview of asset retirement obligations
Some tangible fixed assets of the Company and certain consolidated subsidiaries include assets containing asbestos and PCB which must be treated in the
manner stipulated by the laws and ordinances when they are scrapped or removed. Accordingly, asset retirement obligations are recognized based on the

estimated disposal costs and based on recovery expenses on rental agreements. The grounds laws, ordinances and agreements are as follows:

Disposal costs for asbestos The Ordinance on Prevention of Asbestos Hazards

The Law concerning Special Measures for Promotion of Proper Treatment of

Disposal costs for equipment containing PCB PCB Wastes (PCB Special Measures Law)

Recovery expenses on rental properties Rental agreements

Calculation method for the amount of asset retirement obligations
The Group determines the amounts of asset retirement obligations using discount rates ranging from 0.9% to 4.7% for the net cash flows, estimating the

period of use to be 18 to 70 years after acquisition.

Increase or decrease of the total amount of asset retirement obligations during the fiscal years ended December 31, 2022 and December 31, 2021:

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Beginning balance ¥4,821 ¥4,718 $36,330
Adjustments due to the elapse of time 87 54 656
Decrease due to payment for the obligations (160) (788) (1,206)
Other increase (decrease) 776 836 5,848
Ending balance ¥5,525 ¥4,821 $41,635
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m Revenue Recognition

1. Disaggregation of revenue from contracts with customers
Fiscal 2022

Disaggregation of revenue by region

Millions of yen
Reporting Segments Other

Vinyl Functional Fibers and Business

Acetate Isoprene Materials Textiles Trading Total (Note 2) Total
Japan ... ¥27,334 ¥21,288 ¥35,577 ¥27,359 ¥34,749 ¥146,309 ¥32,464 ¥178,774
United States..........cccco..... 87,507 8,310 59,686 7,645 128 163,278 1,394 164,673
China....ccoovevveerenenieienens 47,404 6,926 11,260 6,640 17,130 89,362 665 90,028
Europe......cccoiviiininnn 124,390 8,436 44,439 11,496 182 188,945 4,993 193,938
ASI.iiiiieciccee 52,020 6,638 11,247 8,990 4,610 83,506 1,467 84,974
Other area.........c.cccceeueee. 32,555 849 8,117 971 355 42,849 1,138 43,987
Total. coeeeeeeeeeerereene ¥371,214 ¥52,449 ¥170,329 ¥63,102 ¥57,155 ¥714,252 ¥42,124 ¥756,376

Thousands of U.S. dollars

Reporting Segments Other

Vinyl Functional Fibers and Business

Acetate Isoprene Materials Textiles Trading Total (Note 2) Total
Japan ... $205,983 $160,422 $268,101 $206,172 $261,861 $1,102,555 $244,642 $1,347,204
United States...........cc...... 659,435 62,622 449,781 57,611 965 1,230,430 10,505 1,240,942
China......cccoevevienenieis 357,227 52,193 84,853 50,038 129,088 673,414 5,011 678,433
Europe.....cccovevieiiniinnnn. 937,378 63,572 334,883 86,631 1,372 1,423,851 37,626 1,461,477
ASIQ i 392,012 50,023 84,755 67,747 34,740 629,284 11,055 640,347
Other area..........ccccevenenene 245,328 6,398 61,168 7,317 2,675 322,901 8,576 331,477
Total. .o $2,797,393 $395,245 $1,283,564 $475,524 $430,708 $5,382,457 $317,438 $5,699,894

Notes: 1. Revenues by region are classified by country or area based on customer location.

2. The “Other Business” category incorporates operations not included in business segment reporting, including the engineering business, etc.

2. Basic information to understand revenues from contracts with customers

Basic information to understand revenues is described in “(5) Standards for recognizing revenues and expenses” under Note 1 “Significant accounting

policies, 5. Accounting policies.”
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3. Information about the relationship between the satisfaction of performance obligations under contracts with customers and cash flows from
such contracts, and the amount and timing of revenue expected to be recognized in subsequent fiscal years from contracts with customers
existing at the end of the current fiscal year

(1) The balance of contract assets and liabilities, etc.

Millions of yen Thousands of U.S. dollars
Fiscal 2022 Fiscal 2022
Beginning balance Ending balance Beginning balance Ending balance
Receivables from contracts with customers ¥134,092 ¥151,504 $1,010,490 $1,141,703
Contract assets 1,675 5,511 12,622 41,530
Contract liabilities 9,037 5,982 68,101 45,079

Contract assets are related to the rights to consideration for construction contracts in progress. Contract liabilities are advances received from customers.

The beginning balance of the contract liabilities was largely recognized as revenue in fiscal 2022.

(2) Transaction price allocated to the remaining performance obligations

Contracts with an initial expected term of one year or less are not included in the scope of the notes, applying a practical expedient. Performance
obligations with contract terms of more than one year mainly relate to construction contracts, and the total transaction price allocated to the remaining
performance obligations and the period over which revenue is expected to be recognized at the end of fiscal 2022 are as follows. There are no material

amounts of consideration received from contracts with customers that are not included in the transaction price.

Thousands of

Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2022
WILhiN ONE@ VAT ......euiiiieiiiiiiiieiet ettt ettt s ¥14,539 $109,563
OVET ONE YOAT ...eeveuteeieetenteetiettenteeteenteteeteeieeetesbeaneenteeteeseesbesbeeneensesseaneas 26,251 197,822
TOtAL .. ¥40,791 $307,393

comprehensive strategy, both for Japan and for overseas markets, for
Segment information the products it handles. In addition, among Kuraray subsidiaries,

1. Segment overview Kuraray Trading Co., Ltd. independently conducts propriety planning

The business segments reported by Kuraray are the business units for
which the Company is able to obtain respective financial information
separately in order for the Board of Directors to conduct periodic
investigations to determine distribution of management resources and
evaluate their business results.

Kuraray adopts an in-house company system where each in-house

company conducts business activities and establishes its own
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and sales activities, including the processing and sale of Kuraray Group
products as well as other companies’ products.

Consequently, Kuraray has created five business segments for
reporting—“Vinyl Acetate,” “Isoprene,” “Functional Materials,”
“Fibers and Textiles” and “Trading”—categorized by product group
based on the respective in-house companies and the Trading segment.

The Vinyl Acetate segment manufactures and markets functional
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resins and film, including PVA, PVB and EVAL. The Isoprene
segment manufactures and markets SEPTON thermoplastic elastomers,
isoprene-related products and GENESTAR. The Functional Materials
segment manufactures and markets methacrylic resin, medical products
and carbon materials. The Fibers and Textiles segment manufactures
and sells synthetic fibers and textiles, CLARINO man-made leather,
non-woven fabrics and others. The Trading segment mainly processes
and sells synthetic fibers and man-made leather, and conducts planning
and marketing for other products produced by the Kuraray Group and

other companies.

Change in reporting segments
Following in the organizational revision, we moved the environmental
business from Other Business to Functional Materials from fiscal
2022.

Furthermore, segment information for fiscal 2021 has been restated

to reflect the changes to the reporting segments.

. Methods for calculating reporting segment net sales, income and loss,
assets, liabilities and other items

The accounting method applied to reported business segments is the
same as that stated in “Significant Accounting Policy That Form the
Basis of Presenting Consolidated Financial statements.” Profits from
reported segments are operating income, and intersegment sales and

transfers are based on the prevailing market prices.

Change in methods for calculating reporting segment net sales,
income, and assets

As stated in “Change in Accounting Policies,” we apply profit
recognition accounting standards from fiscal 2022 and accordingly

changed the accounting treatment method related to profit recognition.
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Similarly, the methods for calculating business segment net sales and
profit have been changed.

Due to this change, compared with conventional methods,
regarding net sales to outside customers in fiscal 2022, there was a
¥35,854 million (US$270,188 thousand) increase in Vinyl Acetate, a
¥10,340 million (US$77,920 thousand) increase in Isoprene, a ¥20,229
million (US$152,442 thousand) increase in Functional Materials, a
¥10,889 million (US$82,057 thousand) increase in Fibers and Textiles,
a ¥82,536 million (US$621,974 thousand) decrease in Trading, and a
¥570 million (US$4,295 thousand) increase in Other Business.

In addition, regarding intersegment net sales and transfers, there
was a decrease in ¥37,055 million (US$279,239 thousand) in Vinyl
Acetate, an ¥11,612 million (US$87,506 thousand) decrease in
Isoprene, a ¥20,438 million (US$154,017 thousand) decrease in
Functional Materials, an ¥11,808 million (US$88,983 thousand)
decrease in Fibers and Textiles, a ¥2,448 million (US$18,448
thousand) decrease in Trading, a ¥844 million (US$6,360 thousand)
decrease in Other Business, and a ¥84,208 million (US$634,574
thousand) increase in adjustment.

The impact of these changes on segment income and segment
assets is minor.

In addition, overseas subsidiaries and affiliates that apply US
GAAP have applied ASC 842 “Leases” from fiscal 2022. Due to this,
regarding operating leases (as lessees) under ASC 840, right-to-use
assets were recognized at the initial date of application.

In addition, from fiscal 2022, the Company has changed the
method of allocation to each segment and to the entire corporation with
respect to the elimination of certain profit through intersegment
transaction. Furthermore, segment information for fiscal 2021 has been

restated to reflect the changed allocation method.
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3. Information on sales, income and loss, assets, liabilities, and other amounts by reporting segment

Fiscal 2022 (January 1, 2022 to December 31, 2022)

Millions of yen

Reporting Segments Consolidated
Financial
Vinyl Functional Fibers and Statements
Acetate Isoprene  Materials  Textiles Trading Total (Note 3)
Net sales
(1) Outside customers........ ¥371,214 ¥52,449 ¥170,329 ¥63,102 ¥57,155 ¥714,252 ¥756,376
(2) Inter-segment sales 14,130 13,186 3,730 3,756 1,689 36,493 —
and transfers ..

Total. ..ooveeveeeeieeeeeree, 385,345 65,635 174,059 66,859 58,844 750,745 756,376
Segment income (loss)........ 77,547 4,270 8,574 6,736 5,121 102,251 87,139
Segment assets. ..........c..c..... 487,392 158,821 284,016 82,638 51,058 1,063,926 1,221,533
Other items

Depreciation and amortization

R 35,769 2,768 13,249 4,709 187 56,683 61,138
(other than goodwill)......

Impairment loss................ 1,036 — 291 18 — 1,346 1,385

Amortization of goodwill 1,508 — 2,809 — — 4,318 4,318

Balance of goodwill at 15,272 — 40,786 — — 56,058 56,058

end of current period.....

Investments in equity

. — — — 3,29 — 3,29 3,29
method affiliates........... 298 298 298
Increase in tangible fixed
assets and intangible 22,303 13,978 24,981 4,879 219 66,362 72,599

fixed assets (Note 5)........
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Thousands of U.S. dollars

Reporting Segments Consolidated
] ] ] Other Financial
Vinyl Functional  Fibers and Business Adjustment  Statements
Acetate Isoprene  Materials  Textiles  Trading Total (Note 1) Total (Note 2,4) (Note 3)
Net sales
(1) Outside customers ........ $2,797,393  $395,245 $1,283,564 $475,524  $430,708 $5,382,457 $317,438 $5,699,894 $— $5,699,894
(2) Inter-segment sales 106,481 99,367 28,109 28,304 12,728 275,004 74,808 349812 (349,812) -
and transfers.................

Total ...ccoovvrieieieeieieee 2,903,881 494,612 1,311,673 503,836 443,436 5,657,460 392,246 6,049,706 (349,812) 5,699,894
Segment income (loss)....... 584,378 32,178 64,612 50,761 38,591 770,543 20,188 790,739 (134,077) 656,662
Segment assets .........ccc.e.... 3,672,886 1,196,843 2,140,286 622,743 384,763 8,017,528 386,179 8,403,715 801,507 9,205,222
Other items

Depreciation and amortization 69 gy 29,59 99,842 35,486 1,409 427,151 8372 435524 25,192 460,723

(other than goodwill)......

Impairment loss................ 7,807 — 2,193 136 — 10,143 — 10,143 294 10,437

Amortization of goodwill 11,364 — 21,168 — — 32,540 — 32,540 — 32,540

Balance of goodwill at 115,087 — 307355 — — 42442 — 244 - 422,442

end of current period......

Investments in equity

) == = = 5 == 5 = 53 == 5
method affiliates............ 24,853 24,853 248 24,853
Increase in tangible fixed
assets and intangible 168,071 105,335 188,252 36,767 1,650 500,090 7,038 507,136 39,955 547,091

fixed assets (Note 5).........

Notes: 1. The “Other Business” category incorporates operations not included in business segment reporting, including the engineering business, etc.

2. Adjustments of negative ¥17,792 million (negative US$134,077 thousand) for segment income include the elimination of intersegment

transactions of negative ¥1,887 million (negative US$14,220 thousand) and unallocated corporate expenses of negative ¥15,904 million

(negative US$119,849 thousand). These corporate expenses mainly comprise the Company’s basic research expenses.

3. Segment income is adjusted with operating income under the Consolidated Statement of Income.

4. Adjustments for segment assets amounting to ¥106,360 million (US$801,507 thousand) include the elimination of intersegment transactions of

negative ¥47,242 million (negative US$356,006 thousand) and unallocated corporate assets of ¥153,602 million (US$1,157,513 thousand).

These corporate assets mainly comprise the Company’s surplus funds, long-term investments and assets related to basic research and

administrative divisions at headquarters.

5. The increase in tangible fixed assets and intangible fixed assets does not include the increase attributable to the application of ASC 842

“Leases.”
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Fiscal 2021 (January 1, 2021 to December 31, 2021)

Millions of yen

Reporting Segments Consolidated
] ] ] Other Financial
Vinyl Functional Fibers and Business Adjustment  Statements
Acetate Isoprene  Materials  Textiles Trading Total (Note 1) Total (Note 2, 4, 5) (Note 3)
Net sales
(1) Outside customers........ ¥254,814 ¥31,994  ¥119,397 ¥46,023  ¥141,306  ¥593,536 ¥35,834  ¥629,370 ¥—  ¥629,370
(2) Inter-segment sales 49,875 29,946 22,969 15,058 2721 120,571 8,493 129,064  (129,064) —
and transfers...............

Total ..ccoeereieiieiieieiees 304,690 61,940 142,366 61,082 144,027 714,108 44,327 758,435 (129,064) 629,370
Segment income (loss)....... 58,255 6,080 8,673 5,608 4,842 83,460 1,206 84,666 (12,409) 72,256
Segment assets ................... 424,726 125,446 230,645 77,188 50,320 908,327 44,839 953,166 137,847 1,091,014
Other items

Depreciation and amortization 3, ¢ g 2487 11573 4300 8 51,066 1,083 52,150 3,194 55344

(other than goodwill) ..............

Impairment loss................ 10 — 78 — — 88 — 88 1,481 1,569

Amortization of goodwill 1,290 — 2,368 — — 3,659 — 3,659 — 3,659

Balance of goodwill at 14,764 — 37870 — — 52635 — 52,635 — 52,635

end of current period......

Investments in equity

method affiliates............. o o o 2,967 o 2,967 o 2,967 o 2,967

Increase in tangible fixed

assets and intangible 20,301 14,665 17,272 5,711 555 58,507 1,262 59,769 6,177 65,947

fixed assets ....................

Notes: 1. The “Other Business” category incorporates operations not included in business segment reporting, including the engineering business.

2. Adjustments of negative ¥12,409 million for segment income include the elimination of intersegment transactions of negative ¥218 million and
unallocated corporate expenses of negative ¥12,191 million. These corporate expenses mainly comprise the Company’s basic research
expenses.

3. Segment income is adjusted with operating income under the Consolidated Statement of Income

4. Adjustments for segment assets amounting to ¥137,847 million include the elimination of intersegment transactions of negative ¥39,170 million
and unallocated corporate assets of ¥177,018 million. These corporate assets mainly comprise the Company’s surplus funds, long-term
investments and assets related to basic research and administrative divisions at headquarters..

5. Adjustment of ¥1,481 million for impairment loss reflects an impairment loss related to corporate assets.
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Kuraray Co., Ltd. and its Consolidated Subsidiaries / Year ended December 31, 2022

(Related Information)
Fiscal 2022 (January 1, 2022 to December 31, 2022)

1. Information about products and services

Millions of yen
Functional Fibers and Other
Vinyl Acetate Isoprene Materials Textiles Business Total
Net sales to outside CUStOMETS..........cccvveevvvreeecreeeenns ¥378,334 ¥64,847 ¥172,838 ¥93,484 ¥46,871 ¥756,376

Thousands of U.S. dollars

Functional Fibers and Other
Vinyl Acetate Isoprene Materials Textiles Business Total
Net sales to outside CUStOMETS .........ccvveeveeeveeereeeeeee. $2,851,047 $488,674 $1,302,472 $704,476 $353,210 $5,699.,894
Note: Principal products of each segment are as follows:
Vinyl Acetate : PVA resin and film, PVB resin and film, EVAL resin and others
Isoprene : SEPTON thermoplastic elastomers, isoprene chemicals, GENESTAR heat-resistant polyamide resin and others
Functional Materials : Methacrylic resin, medical products, carbon materials, environmental business and others
Fibers and Textiles : PVA fiber, CLARINO man-made leather, KURAFLEX non-woven fabrics, MAGIC TAPE hook and loop
fasteners, polyester and others
Other Business : Engineering business and others
2. Performance by geographical segment
(1) Net sales
Millions of yen
Japan United States China Europe Asia Other Area Total
¥178,774 ¥164,673 ¥90,028 ¥193,938 ¥84,974 ¥43,987 ¥756,376
Thousands of U.S. dollars
Japan United States China Europe Asia Other Area Total
$1,347,204 $1,240,942 $678,433 $1,461,477 $640,347 $331,477 $5,699,894

Note: Net sales are classified by country or area based on customer location.

(2) Tangible fixed assets

Millions of yen Thousands of U.S. dollars
United Other United Other
Japan States Thailand Overseas Total Japan States Thailand Overseas Total
¥187,974 ¥156,214 ¥79,722 ¥88,650 ¥512,562 $1,416,534 $1,177,197 $600,769 $668,048 $3,862,562

3. Major customers

No information is available as there is no single outside customer accounting for 10% or more of the Group's total net sales.
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Fiscal 2021 (January 1, 2021 to December 31, 2021)

1. Information about products and services

Millions of yen
Functional Fibers and Other
Vinyl Acetate Isoprene Materials Textiles Business Total
Net sales to outside CUStOMETS..........cccvveevvvreeecreeeenns ¥301,055 ¥60,562 ¥142,172 ¥84,015 ¥41,565 ¥629,370
Notes: Principal products of each segment are as follows:
Vinyl Acetate : PVA resin and film, PVB resin and film, EVAL resin and others

Isoprene
Functional Materials

Fibers and Textiles

fasteners, polyester and others

Other Business : Engineering business and others

: Methacrylic resin, medical products, carbon materials, environmental business and others

: SEPTON thermoplastic elastomers, isoprene chemicals, GENESTAR heat-resistant polyamide resin and others

: PVA fiber, CLARINO man-made leather, KURAFLEX non-woven fabrics, MAGIC TAPE hook and loop

As stated in “Segment Information, 1. Segment overview,” we moved the environmental business from Other Business to Functional Materials from

fiscal 2022, and the figures for the fiscal 2021 reflect the changed segments.

2. Performance by geographical segment

(1) Net sales
Millions of yen
Japan United States China Europe Asia Other Area Total
¥170,532 ¥116,400 ¥86,774 ¥148,405 ¥77,528 ¥29,729 ¥629,370

Note: Net sales are classified by country or area based on customer location.

(2) Tangible fixed assets

Millions of yen

United Other
Japan States Thailand Overseas Total
¥185,489 ¥124,469 ¥62,640 ¥82,667 ¥455,266

3. Major customers

No information is available as there is no single outside customer accounting for 10% or more of the Group's total net sales.
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Information about impairment loss of fixed assets by reporting segment
Fiscal 2022: This information is omitted since similar information is disclosed in the segment information.

Fiscal 2021: This information is omitted since similar information is disclosed in the segment information.

Information about amortization of goodwill and unamortized balance of goodwill by reporting segment
Fiscal 2022: This information is omitted since similar information is disclosed in the segment information.

Fiscal 2021: This information is omitted since similar information is disclosed in the segment information.
Information about gain on negative goodwill

Fiscal 2022:Not applicable.

Fiscal 2021: Not applicable.

m Related Party Disclosures

Fiscal 2022: Not applicable

Fiscal 2021: Not applicable
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Yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Net @SSEts PEr SRAIE .....e.veviiiiiiieieiieeeee e ¥1,932.37 ¥1,627.84 $14.56
Basic net income Per SNAre...........cvvveveiririenieieeree et 161.13 108.32 1.21
Diluted net income per Share.............ooeoveivererieirineeceeeeeeeeeae 161.00 108.23 1.21
Note: The basis for computation of basic and diluted net income per share is as follows:
Thousands of
Millions of yen U.S. dollars
Fiscal 2022 Fiscal 2021 Fiscal 2022
Basic net income per share
Net income attributable to owners of the parent...........ccccecevereneenenne. ¥54,307 ¥37,262 $409,246
Amount unallocated to cOmmOn StOCK ........ccoeeverieirerineeiereee, — — —
Net income attributable to owners of the parent allocated to
COIMIMON STOCK ...ttt et ettt et eeae e eeaeeeeae e e sraeeeeeaeeeas 54,307 37,262 409,246
Average number of common stock outstanding during the fiscal year
(thousand ShAres) ..........ccoevveiiruieieriecie e 337,050 343,987 337,050
Diluted net income per share
Adjustment made on net income attributable to owners of
tHE PATEIL ..ottt ettt — — —
Increase of common stocks (thousand shares).............ccccoeveieniennnnee. 266 295 266
(New subscription rights to shares (thousand shares))...........c.ccceeuee (266) (295) (266)

Outline of the residual securities which were not included in the
calculation of the diluted net income per share because there was
N0 dilUtIVE €fFECT....ccuiiiiieieieicce et —
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Kuraray Co., Ltd. and its consolidated subsidiaries

Thousands of
Millions of Yen U.S. dollars
Balance as of Balance as of Balance as of
January 1, December 31, December 31, Date of
Company name Issue Date of issue 2022 2022 2022 Yield Security redemption
No. 6
Unsecured  April 25,2018 ¥10,000 (Eg:ggg) (i;gggg) 0.09% None April 25,2023
bonds
No. 7
Unsecured  April 25, 2018 10,000 10,000 75,358 0.19% None April 25,2025
bonds
No. 8
Unsecured  April 25, 2018 10,000 10,000 75,358 0.31% None April 25,2028
bonds
Kuraray Co., Ltd. No. 9
Unsecured  April 30, 2020 10,000 10,000 75,358 0.34% None April 30,2027
bonds
No. 10
Unsecured  April 30, 2020 20,000 20,000 150,716 0.43% None April 30,2030
bonds
No. 11
Unsecured June 1, 2022 — 10,000 75,358 0.49% None June 1, 2032
bonds
¥70,000 $527,506
Total - ¥60,000 (¥10,000) (875,358) - -

Notes: 1. Figures in brackets represent current portion of bonds payable.

2. Total amount of corporate bonds to be redeemed each year within five years of the consolidated fiscal year-end:

(Millions of yen)

Within One year One to two years Two to three years Three to four years Four to five years
¥10,000 — ¥10,000 ¥10,000
(Thousands of U.S. dollars)
Within One year One to two years Two to three years Three to four years Four to five years
$75,358 = $75,358 $75,358
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Annexed Consolidated Detailed Schedules \

Millions of Yen

Thousands of
U.S. dollars

Balance as of

Balance as of

Balance as of

Average

January 1, December 31,  December 31, Interest rate
Category 2022 2022 2022 (%) Due date
Short-term borrowings ¥34.480 ¥34,480 $259,834 0.3 —
Current portion of long-term borrowings due within one year 55,013 30,434 229,344 1.0 —
Current portion of lease obligations due within one year ™2 487 513 3,866 — —
Current portion of lease liabilities due within one year ™t¢2:3) 3,316 3,814 28,742 — —
. . . From January 2024
- (Note 4)
Long-term borrowings (Excluding current portion) 157,945 179,491 1,352,607 0.8 to October 2032
. . . From January 2024
(Notes 2, 4) _
Lease obligations (Excluding current portion) 1,133 1,076 8,109 to September 2046
e . . From January 2024
(Notes 2, 3, 4)
Lease liabilities (Excluding current portion) 25,431 27,713 208,839 to May 2113
Other 1ntere§t-bear1ng debts . 10,000 75,358 . o
Commercial papers (Current portion)
Total ¥277,807 ¥287,524 $2,166,722 — —

Notes: 1. The average interest rate is calculated based on the interest rate and the ending balance.

2. The average interest rates on lease obligations and lease liabilities are not reported, since interest payment equivalents included in total lease

payments are allocated to each consolidated fiscal year using the straight-line method for some transactions.

3. Overseas subsidiaries and affiliates that apply US GAAP have applied ASC 842 “Leases” from fiscal 2022. Lease liabilities on operating leases

that have been recognized due to the application of this accounting standard are included in the current portion of lease liabilities due within

one year and in lease liabilities (excluding current portion) and recorded in the balance as of January 1, 2022 and the balance as of December

31, 2022. The impact on the current fiscal year is described in notes on “Changes in Accounting Policies.”

4. Repayments of long-term borrowings, lease obligations and lease liabilities (excluding those due within one year) within five years after the

consolidated balance sheet date are as follows:

(Millions of yen)

Category One to two years Two to three years Three to four years Four to five years
Long-term borrowings ¥24,188 ¥16,855 ¥30,815 ¥15,815
Lease obligations 414 317 181 44
Lease liabilities 3,301 2,797 2,390 2,101

(Thousands of U.S. dollars)

Category One to two years Two to three years Three to four years Four to five years
Long-term borrowings $182,276 $127,016 $232,216 $119,179
Lease obligations 3,120 2,389 1,364 332
Lease liabilities 24,876 21,078 18,011 15,833
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Kuraray Co., Ltd. and its consolidated subsidiaries

n Detailed Schedule of Asset Retirement Obligations

The schedule of asset retirement obligations is omitted since the amount of asset retirement obligations is not more than one hundredth of total liabilities

and net assets as of January 1, 2022 and December 31, 2022.

n Quarterly Information in Fiscal 2022

(Millions of yen)

First quarter
from January 1

Second quarter
from January 1

Third quarter
from January 1

Accumulated to March 31, 2022 to June 30, 2022 to September 30, 2022 Fiscal 2022
NEt SALES ...vvvireiieiiereieeeeeeiee et ¥167,558 ¥358,040 ¥553,150 ¥756,376
Income before income taxes 19,151 34,645 66,347 77,997
Net income attributable to owners
Of the parent ..........cccoeeveieivineereecccseeeee 12,701 24,207 47,174 54,307
Net income per share (Yen) ........ccccecevevevvenienrennnnene 37.11 71.32 139.64 161.13
First quarter Second quarter Third quarter Fourth quarter
from January 1 from April 1 from July 1 from October 1
Quarterly to March 31, 2022 to June 30, 2022 to September 30, 2022  to December 31, 2022
Net income per share (Yen) .......cccoeeeuereninieneniennn. ¥37.11 ¥34.19 ¥68.62 ¥21.31
(Thousands of U.S. dollars)
First quarter Second quarter Third quarter
from January 1 from January 1 from January 1
Accumulated to March 31, 2022 to June 30, 2022 to September 30, 2022 Fiscal 2022
Nt SALES ...ttt $1,262,683 $2,698,116 $4,168,425 $5,699,894
Income before income taxes 144,318 261,078 499,977 587,769
Net income attributable to owners
of the parent.........cccoceveiieiiniiiieeceeee 95,712 182,419 355,494 409,246
Net income per share (U.S. dollars) ............cccceeveuneee 0.28 0.54 1.05 1.21
First quarter Second quarter Third quarter Fourth quarter
from January 1 from April 1 from July 1 from October 1
Quarterly to March 31, 2022 to June 30, 2022 to September 30, 2022 to December 31, 2022
Net income per share (U.S. dollars) .........ccccevververennene $0.28 $0.26 $0.52 $0.16
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Independent Auditor’s Report
To the Board of Directors of Kuraray Co., Ltd.
Opinion

We have audited the consolidated financial statements of Kuraray Co., Ltd. (the Company) and its
subsidiaries (the Group), which comprise the consolidated statement of financial position as at
December 31, 2022, 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 notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at December 31, 2022, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with accounting principles generally accepted in Japan.

Basis for Opinion

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

Key Audit Matters

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

PricewaterhouseCoopers Aarata LLC
Otemachi Park Building, 1-1-1 Otemachi, Chiyoda-ku, Tokyo 100-0004, Japan
T: +81 (3) 6212 6800, F: +81 (3) 6212 6801, www.pwc.com/jp/assurance
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Estimated loss on litigation related to fire incident at U.S. subsidiary

Key audit matter description

How our audit addressed the key audit matter

Several lawsuits have been filed that more than
160 contract workers and others suffered
physical and/or psychological injuries as a result
of a fire that occurred at one of the locations in
the Company's U.S. subsidiary in May 2018. The
Company has reached a settlement with certain
plaintiffs to resolve some of these claims. As
described in [Notes to Consolidated Financial
Statements] (Significant Accounting Estimates),
the Company has made accruals for estimates of
loss on litigation that is sufficient to cover the
damages that are reasonably estimable as of the
time of preparation of the consolidated financial
statements. Additional losses and expenses
recorded in the current fiscal year, in conjunction
with settlements with plaintiffs reached during
the current fiscal year and related legal fees, are
included in ¥1,819 million of loss on litigation of
extraordinary losses in the consolidated
statements of income. Accruals of the estimated
loss on litigation are recorded as a liability in the
consolidated balance sheet.

In estimating such loss on litigation, the
Company makes estimates of probable future
losses based on available information regarding
the extent of damages related to the fire based on
the views of external experts and the Board of
Directors' views with respect to the current status
of litigation activity and any agreed-upon or
pending settlements with counterparties. The
estimation requires expert knowledge and
subjective judgments by management. The
amounts of loss on litigation are material to the
consolidated financial statements.

Given these factors, we determined that the
estimate of loss on litigation for the fire incident
at the U.S. subsidiary was a key audit matter.

We performed the following audit procedures
over the estimate of loss on litigation for the fire
at the U.S. subsidiary:

- We evaluated the design and tested the
operating effectiveness of internal controls
related to accounting for and disclosure of
loss on litigation.

We inspected the minutes of Board of
Directors meetings to understand the policy
for litigation and settlement.

We understood and reviewed the
reasonableness of the estimation method of
loss on litigation by inquiring with
management, and inspecting relevant
materials.

Regarding the settlement amount for the
plaintiffs who agreed in the current
consolidated fiscal year, we inspected the
agreements with the plaintiffs and vouched
payments made.

We compared amounts estimated in the
previous fiscal year with the actual settlement
amount to confirm any deviations are based
on reasonable factors such as new facts being
identified which were not known or knowable
previously.

With respect to estimates of loss on litigation
related to plaintiffs with which the Company
has not yet reached a settlement, we
considered whether losses expected to occur
in the future are able to be reasonably
estimated based on available information
such as the extent of damages related to the
fire incident as well as the change of an
accounting estimate from the prior year.
Confirmation procedures were performed
with the legal counsel assisting the Company
with the legal proceedings and litigation.

We performed subsequent events procedures,
including inspection of minutes of meetings
of the Board of Directors held subsequent to
the balance sheet date, as well as inquiring
with management and others to determine if
any events have occurred that would bear on
the estimate of losses.
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Assessment of whether indicators of impairment exist for goodwill recognized as a result of the

acquisition of Calgon Carbon Corporation

Key audit matter description

How our audit addressed the key audit matter

The goodwill balance of ¥56,058 million (4.6% of
consolidated assets) recorded in the consolidated
balance sheet for the current fiscal year includes
goodwill of ¥40,446 million recorded as a result
of the acquisition of Calgon Carbon Corporation
in the Functional Materials segment in fiscal
2018 as described in [Notes to Consolidated
Financial Statements] (Significant Accounting
Estimates).

Calgon Carbon Corporation expands their
operations as a result of growth in the activated
carbon market and measures in response to
stricter environmental regulations. The Company
recorded net operating income including
goodwill amortization since the previous fiscal
year, despite the impact of rising raw material
and fuel prices and logistics costs.

Based on Calgon Carbon Corporation's business
plan, the Company has concluded that there are
no indicators of impairment related to goodwill
as performance continues to be stable and net
operating income including goodwill
amortization is projected in the following fiscal
year.

Calgon Carbon Corporation’s business plan
assumes increases in revenue due to the growth
in the activated carbon market, the increasing
demands for capital investments by customers,
measures in response to stricter environmental
regulations, as well as the impact of higher raw
material and fuel costs; these forecasts involve
subjective judgments by management. In
addition, as the goodwill balance related to the
acquisition of Calgon Carbon Corporation is
significant, the judgment whether indicators of
impairment exist has a material impact on the
consolidated financial statements.

As such, we determined that the assessment of
whether indicators of impairment exist related to
goodwill recognized upon the acquisition of
Calgon Carbon Corporation was a key audit
matter.

We performed the following audit procedures
over the assessment of whether indicators of
impairment for goodwill recognized as a result of
the acquisition of Calgon Carbon Corporation:

- We evaluated the design and tested the
operating effectiveness of internal controls
related to the assessment of indicators of
goodwill impairment.

We understood Calgon Carbon Corporation's
business environment, including the latest
trends in the activated carbon market, by
inquiring with management, and inspecting
minutes of Board of Directors meetings.

We performed the following audit procedures
to evaluate the reasonableness of Calgon
Carbon Corporation’s business plan.

- We compared the business plan and
results for the previous and current fiscal
years and examined the progress of the
performance improvement incorporated
into the business plan.

- We examined the consistency by
comparing the increase in sales in the
activated carbon market forecasted with
third-party market research.

- Weinquired with management regarding
the prospects for capital investment
demand from customers and examined
them by comparing them to the status of
orders received from major customers.

- We obtained the rationale for estimates
in the business plan by discussing the
impact of rising raw material and fuel
prices with management and others,
comparing them with market forecasts
and available external data, and
analysing trends in historical
performance.

30f6




L[]

pwc

Other Information

The other information comprises the information included in the Financial Section of Kuraray report,
but does not include the consolidated financial statements and our auditor’s report thereon.
Management is responsible for the other information. In addition, those charged with governance are
responsible for overseeing the Group’s reporting process of the other information.

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

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

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

We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern and disclosing, as applicable, matters related to going
concern.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with auditing standards generally accepted in
Japan will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

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

* Identify and assess the risks of material misstatement of the consolidated financial statements,

whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
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of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, while the purpose of the consolidated
financial statement audit is not to express an opinion on the effectiveness of the Group’s internal
control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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

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

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

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

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

Convenience translation
The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the
year ended December 31, 2022 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 to the consolidated financial statements.
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Interest required to be disclosed by the Certified Public Accountants Act of Japan

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

Hiroyuki Kawase Kazuaki Sekine
Designated Engagement Partner Designated Engagement Partner
Certified Public Accountant Certified Public Accountant

PricewaterhouseCoopers Aarata LLC

April 14, 2023

Notes to the Reader of Independent Auditor’s Report:
This is a copy of the Independent Auditor’s Report and the original report is kept separately by the
Company.
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