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[Business Report]

1. Matters Concerning Stock Acquisition Rights Issued by the Company

(1) Overview of Stock Acquisition Rights Held by the Company’s Directors as of March 31, 2023

Date of | Issue price . . Number of Types and
. . | Period for exercise of number of shares
resolution | of stock | Exercise S stock .
o . stock acquisition Number of holders . ... | to be issued upon
of acquisition | price . acquisition .
. . rights . exercise of stock
issuance rights rights N
acquisition rights
First issue of
stock August 1, From August 23, 2013 . " 6,352 shares of
acquisition 2013 1,045 yen Iyen to August 22, 2043 2 directors*1 1,588 common stock
rights
Second issue 3 directors*1 1,879 Ej;i]séljr;i;f
of stock August 6, 1.153 ven 1 ven From August 28, 2014 | director wh
acquisition 2014 ’ ¥y y to August 27, 2044 trector who serves as 1,340 shares of
rights an Audit/Supervisory 335 common stock
Committee Member*2
Third issue of 4 directors*1 2,864 Hc’jéﬁnsélsr;zglf
stock August 7, 1.404 ven 1 ven From August 26, 2015 L di b
acquisition 2015 ’ ye ye to August 25, 2045 rector WO Serves as 1,352 shares of
rights an Audit/Supervisory 338 common stock
Committee Member*2
Fourth issue
of stock
e August 4, From August 26, 2016 . % 12,456 shares of
?fgcillilssmon 2016 2,042 yen 1 yen to August 25, 2046 3 directors*1 3,114 common stock
A-Type
Fourth issue 2 directors* 1 710 2,840 shares of
tock
;’cf Sfl‘i’sciliion Auvgustd, | | go0 || From August 26, 2016 [ - corTmon s
cd 2016 770y y to August 25, 2046 | + director who serves as 1,420 shares of
rights an Audit/Supervisory 355 éommon stock
B-Type Committee Member*2
Fifth issue of
stock August 3 From August 25, 2017 25,692 shares of
fait s s : * B
?fgcillilssnlon 2017 1,952 yen 1 yen to August 24, 2047 3 directors*1 6,423 common stock
A-Type
Fifth issue of 2 directors* 1 720 2,880 shares of
tock
Ztc"cukisi don | August3, | g0 1| From August 25,2017 |—— - corTmon s
cq 2017 5 y y to August 24, 2047 irector who serves as 2264 shares of
rights an Audit/Supervisory 566 common stock
B-Type Committee Member*2
Sixth issue of
stock August 8 From August 30, 2018 20,532 shares of
ot s i : 3 s
?icg(ﬁlssmon 2018 2,933 yen 1 yen to August 29, 2048 3 directors*1 5,133 common stock
A-Type
Sixth issue of 2 directors*1 651 2,604 shares of
tock
ZtCOCkisition August 8, 2.902 ven 1 ven From August 30, 2018 T di h oo e
cqu 2018 Ty y to August 29, 2048 | | director who serves as 1,584 shares of
rights an Audit/Supervisory 396 c’ommon stock
B-Type Committee Member*2
Seventh issue 1 director who serves as
of stock July 11, From August 2, 2019 . . 1,600 shares of
g 3,061 yen 1 yen an Audit/Supervisory 400
acquisition 2019 to August 1, 2049 . common stock
. Committee Member*2
rights
Eighth issue 1 director who serves as
of stock July 15, From August 6, 2020 . . 1,328 shares of
g 3,941 yen 1 yen an Audit/Supervisory 332
acquisition 2020 to August 5, 2050 . common stock
. Committee Member*2
rights
Notes: 1 Excluding independent directors and non-executive directors.

2 Stock acquisition rights held by directors who serve as Audit/Supervisory Committee Members were granted to
them while they were employees of the Company.



(2) Overview of Stock Acquisition Rights Allotted to the Company’s Employees, etc.

Date of | Issue price . . Number of Types and
) .| Period for exercise of number of shares
resolution | of stock | Exercise C stock .
L . stock acquisition Number of holders . ... | to be issued upon
of acquisition | price . acquisition .
. ) rights . exercise of stock
issuance rights rights .
acquisition rights
Tenth issue of
stock June 22, 4153 ven 1 ven From July 16, 2022 to 12 Group Executive 4.628 18,512 shares of
acquisition 2022 Y Y July 15, 2052 Officers and fellows ’ common stock
rights




2. Systems to Ensure the Appropriateness of Operations

The Company has established the “Internal Control System Design Basic Policy” stated below by the
resolution of the Board of Directors.

Internal Control System Design Basic Policy

1. System to ensure that the duties of Directors and Employees are performed in compliance with laws and ordinances
and the Articles of Incorporation

1) Set forth in the “Terumo Group Code of Conduct” that correct behavior, requiring compliance to laws and ordinances,
industry codes, internal rules, and acting according to a high sense of ethics, is indispensable for the practice of the Group
Mission; and build a system to perform continuous training and education of Directors, Group Executive Officers,
Executive Officers and Employees of Terumo Corporation (hereafter “the Company”), and all other equivalent personnel in
the group (hereafter “Group Employees”) regarding this Code of Conduct.

2) Establish the “Group Internal Control System Policy”, and as the entity responsible for enacting the group Internal Control
System, establish the Internal Control Committee, which is chaired by the President and Representative Director. That
committee shall build a system to deliberate and make decisions regarding important policies related to compliance, and
regularly report the status of these activities to the Board of Directors and Audit and Supervisory Committee or Audit and
Supervisory Committee members selected by the Audit and Supervisory Committee (hereafter “Selected Audit and
Supervisory Committee members”).

3) In accordance with the provisions of the Financial Instruments and Exchange Act, build a system to ensure the reliability of
financial reporting.

4) Based on the “Group Internal Control System Policy” and build a system to, in the event that significant compliance
violations, etc. occur, create a response team under the direction of the Internal Control Committee Chair, which, in addition
to responding and resolving the occurrence, shall report or make proposals to the Internal Control Committee regarding the

cause and recurrence prevention measures.

2. System for retention and management of information related to director performance of duties
1) Establish the “Group Document Management Policy” and build a system to record and retain, as documents or electronic
media, information related to director performance of duties, according to document type and importance.
2) Establish the “Document Management Standard Manual: Handling Manual for minutes of important meetings,” and build a
system to retain the minutes of important official meeting bodies of the Company.
3) The Directors and Audit and Supervisory Committee or Selected Audit and Supervisory Committee members (hereafter

“Audit and Supervisory Committee etc.”), shall build a system in which this documentation can be viewed at any time.

3. Risk management regulations and other systems
1) Establish the “Group Risk Management Policy,” and, as the entity responsible for enacting the Group-wide risk management
system, establish a Risk Management Committee, chaired by the President and Representative Director to build a system to
report regularly regarding the status of these activities to the Board of Directors and Selected Audit and Supervisory

Committee members.



2) Build a system for the departments from which business, quality, product safety, disasters, and environment etc.-related risk
originate to perform proactive management; and for departments with expertise regarding those risk categories to support and
control these risk management activities, taking into account the prioritization of risks which have critical impact on

corporate management.

4. System for ensuring efficient Director performance of duties

1) Toward achievement of the Mid- to Long-term Growth Strategy and annual plans approved by the Board of Directors, the
Executive Management Meeting, Solution Review Meeting, and other specialized bodies composed of the Directors and
Group Executive Officers shall be enacted to build a system in which support, leadership, and oversight is provided to
business departments for prompt, appropriate, and efficient performance of duties.

2) Establish the “Group Policy on Corporate Authorization System” to build a system to promptly and efficiently perform
corporate decision-making.

3) Establish the “Group Department Job Description Policy” and other several regulations to provide for the policies of

organizational operations and roles of departments performing duties.

5. System for ensuring appropriate work within a group composed of the Company and its subsidiaries.

1) Establish the “Group Companies Management Policy” and other several regulations, to build a system that brings about
consistency in the entire group regarding business strategy, allocation of resources, coordination of business fields, risk
management, and compliance, while providing support for each group company to voluntarily promote healthy management
as a member of the Terumo Group.

2) Build a system for risk management at each group company, based on the “Group Risk Management Policy”.

3) Based on the “Group Policy on Corporate Authorization System,” build a system in which decision-making is performed at
each group company by the approving entity appropriate to the importance of the matter, and which requires that matters of
particular importance are approved by the Company or discussed in the Executive Management Meeting or Board of
Directors meeting of the Company.

4) Establish the “Terumo Group Code of Conduct” as the common group code of conduct, and build a system to disseminate
and perform continuous training regarding it to each group company.

5) Establish the “Group Policy of Group Policy Management” to build a system for each relevant department to institute group
policy regarding important group-wide themes, and disseminate them to each group company.

6) Support, promote, and monitor the status of enactment of compliance systems throughout the entire group.

7) Build an internal reporting system for when Group Employees become aware of compliance violations etc., in which
employees can make reports outside their usual line of authority and are assured that they will not be treated

disadvantageously.

6. Internal audit system
1) The Internal Audit Department shall conduct audits under the direction of the President, the Board of Directors, and the Audit
and Supervisory Committee, and report to each of them.
2) Build a group internal audit system in which the internal audit departments of each region and important subsidiary, and the

Internal Audit Department of the headquarters, coordinate.



3) Build a system to audit the operational status and effectiveness of the provisions of preceding items 1 through 5, report and
make suggestions regarding the results thereof and issues for improvement to the Internal Control Committee or Risk

Management Committee, and also confirm the completion of improvements regarding these issues.

7. Items regarding Employees who assist the duties of the Audit and Supervisory Committee
The Audit and Supervisory Committee Office, consisting of dedicated Employees (hereafter “Dedicated Employees™) shall be

established as an organization to assist the Audit and Supervisory Committee.

8. Items related to independence of Dedicated Employees belonging to the Audit and Supervisory Committee Office from
Directors who are not Audit and Supervisory Committee members
Selection, performance evaluation, salary, placement, and discipline of Dedicated Employees shall require the prior consent
of the Audit and Supervisory Committee. In the selection of Dedicated Employees, candidates' experience, knowledge, and
behavior, etc. shall be carefully considered in light of the important role they will play as participants in audit and supervisory

functions.

9. Items for ensuring the effectiveness of direction given from the Audit and Supervisory Committee to Dedicated
Employees
Dedicated Employees shall perform their duties according to the direction and mandates of the Audit and Supervisory
Committee etc., and shall not receive direction or mandates from Directors who are not Audit and Supervisory Committee

members, or any other Group Employees.

10. System for Group Employees and those receiving reports from such Employees (hereafter jointly referred to as
“Reporting Personnel”) to report to the Audit and Supervisory Committee
1) In addition to legal items, Reporting Personnel shall make timely and appropriate reports to the Audit and Supervisory
Committee etc. according to the “Group Policy on Reports by Directors, Group Executive Officers, Executive Officers and
Employees to Audit and Supervisory Committee”
2) The Audit and Supervisory Committee etc. shall regularly receive reports on the operation status of, and content of incidents
reported under, the internal reporting system established at each group company, and shall give direction and advice as

appropriate.

11. System for ensuring that Reporting Personnel are not treated disadvantageously by reason of making reports
1) In the event that a report has been made by a Group Employees, whether directly or indirectly, to the Audit and Supervisory
Committee etc., any human resources-related or other type of disadvantageous treatment by reason of the person having
made a report shall be prohibited, and this prohibition shall be thoroughly disseminated to all Group Employees.
2) The Audit and Supervisory Committee or its members may require from Directors disclosure and explanation of the reasons

regarding the placement, performance evaluation, or discipline, etc. of a reporting person.

12. Items regarding policy for prepayment or reimbursement procedures for expenses related to performing Audit and

Supervisory Committee duties, and processing of expenses or liabilities relating to performance of other duties



1) The Audit and Supervisory Committee etc. may invoice the Company for expenses related to performance of their duties, as
established by laws and ordinances.

2) The Audit and Supervisory Committee etc. may obtain the services of external experts when such are deemed necessary to
the performance of their duties. Further, the expenses associated with obtaining these services shall be applicable under 1)

above.

13. System for ensuring that other audits of the Audit and Supervisory Committee are performed effectively
1) The Representative Director shall regularly hold meetings to exchange opinions with Audit and Supervisory Committee.
2) Selected Audit and Supervisory Committee members may attend important meetings such as Executive Management
Meeting.
3) In addition to regular reporting meetings with internal audit departments and with external auditors, the Audit and

Supervisory Committee etc. shall hold meetings as necessary with these departments or bodies.



3. Status of Operation of Systems to Ensure the Appropriateness of Operations

The overview of the status of operation of systems to ensure the appropriateness of operations during this
fiscal year is stated below.

1. System to ensure that the duties by Directors and Employees are performed in compliance with laws and ordinances
and the Articles of Incorporation.
The Company carried out training and education of Group Employees regarding the “Code of Conduct for the Terumo
Group.” At quarterly meetings of the Internal Control Committee, important policies related to compliance were deliberated.
The Company also carried out training and education of Group Employees to achieve thorough understanding regarding the
important regulation and standard such as “Group Anti-Corruption and Anti-Bribery Policy.” In addition, the Company used
e-learning to thoroughly disseminate the established and revised regulations. In order to enhance a system to ensure the
reliability of financial reporting, self-assessment is conducted by the relevant departments. The whistle-blowing system was
established as an inside window and an outside window comprising a legal adviser and an outside receptionist, and receive

reports widely. Audit and Supervisory Committee members also serve as the contact for the Director’s compliance matters.

2. System for retention and management of information related to director performance of duties
Based on “Group Document Management Policy,” the Company is striving to communicate the rules for document storage
throughout the Group. Based on “Document Management Standard Manual: Handling Manual for minutes of important

meetings,” the Company is retaining and managing minutes of important meetings appropriately.

3. Risk Management Regulations and system
Based on the “Group Risk Management Regulation” and “Group Risk Management Guideline,” the company plans for
efficiency and standardization of risk evaluation and correspondence. The Risk Management Committee (2 times) discussed
risk mitigation and reduction. Risk management training of the workshop form which had improvement of the risk sensitivity

of the associate for its object is performed.

4. System for ensuring efficient Director performance of duties
The Company ensures efficient performance of duties by directors through meetings of the Board of Directors (12 times), the
Executive Management Meeting (15 times), and the Solution Review Meeting (8 times). The Company makes decisions
rapidly based on the “Group Policy on Corporate Authorization System.”

5. System for ensuring appropriate work within a group composed of the Company, its parent company and its
subsidiaries
The reporting system has been established in accordance with the “Group Company Management Policy” and “Group
Department Job Description Policy.” The status of operation is monitored. Based on “Group Policy of Group Policy

Management,” the Company reviews and maintains observance matters applying to the group.

6. System to assist the Company’s Audit and Supervisory Committee with its duties and matters concerning reporting
The Company has put in place a system to assist the Audit and Supervisory Committee with its duties, including the
establishment of the Audit and Supervisory Committee Office, which is independent of Directors. Audit and Supervisory
Committee Members share the reports made pursuant to the “Group Policy on Reports by Directors, Group Executive
Officers, Executive Officers and Employees to Audit and Supervisory Committee,” the “Audit and Supervisory Committee
Regulations,” and the whistle-blowing system. The Company has thoroughly communicated to all Group Employees that any
person who makes internal reports shall not receive any detrimental treatment through the training and education on the

“Code of Conduct for the Terumo Group.”



4. Basic Policies Regarding the Company’s Control
The Company has established the Basic Policies regarding the Company’s Control stated below.

(1) Basic Policy Regarding Persons Who Control Decisions on the Company’s Financial and Business
Policies

The Company does not reject the notion that the transfer of managerial control may vitalize business
and the economy. However, in the event of any attempt to make a large-scale purchase of shares, in
principle it should be left to the judgment of the Company’s shareholders whether such a purchase is to
be accepted. At the same time, the Company acknowledges that the prudent judgment of shareholders is
essential for determining the impact of such large-scale purchase of shares and related proposals that
have a bearing on corporate value and shareholders’ common interests, considering the business,
business plans, past investment behavior, and other information concerning the purchaser. Accordingly,
the Company considers that necessary and sufficient information, opinions, proposals, etc. should be
provided to the Company’s shareholders by both the large-scale purchaser and the Company’s Board of
Directors, as well as necessary and sufficient time to review such information.

In accordance with this basic policy, the Board of Directors of the Company will take measures
deemed to be appropriate against those who intend to conduct a large-scale purchase, etc. to the extent
permissible under the Financial Instruments and Exchange Act, Companies Act, other laws and
regulations and the Company's Articles of Incorporation, including requesting the provision of
necessary and sufficient information for shareholders to properly judge the necessity of large-scale
purchases, etc. and disclosing information in a timely and appropriate manner, in order to secure the
Company's corporate value and the common interests of the shareholders.

(2) Measures to Realize the Business Policies
i) Measures to enhance the Company’s corporate value and advance shareholders’ common interests
a. Corporate mission and basic approach for management

Since its foundation in 1921, guided by the corporate mission of “Contributing to Society through
Healthcare,” the Company has been striving to promote the progress of healthcare and enhance
safety as a leader in the Japanese medical devices industry, while at the same time endeavoring to
enhance corporate value and advance shareholders’ common interests. As a result of management
true to the founding spirit, the Company has established the brand and business foundation in Japan
and abroad and supplies high-quality medical devices to customers in over 160 countries around the

world.



b. Concrete initiatives

Today, the environment surrounding healthcare is undergoing major changes, including policies
placing increasing downward pressure on healthcare expenditure around the world and growing
societal demands to improve patients’ quality of life (QOL) as our societies age. The recent
pandemic will further accelerate such changes and the Company believes the business segments in
which Terumo operates will continue to offer opportunities for growth. For example, intravascular
intervention is no longer limited to the arteries of the heart and reduced burden on patients as well as
improvements in medical economics are sought in intravascular treatment of the entire body,
including in peripheral arterial disease, through less invasive catheter treatment approaching the
lesioned part from the artery on the wrist (TRI). Furthermore, in the blood and cell management
business, in addition to blood transfusion, demands for cell and gene therapy, therapeutic apheresis,
and treatment using plasma derivatives are growing. Furthermore, in medical settings, in addition to
needs for medical safety, measures against hospital-acquired infection, control of medical expenses,
and optimized treatments for individual patients living with chronic diseases, the need for dosage
devices taking into consideration drug dosage safety and ease of use are increasing. Aiming to seize
such opportunities and thus continue contributing to society through healthcare as stated in our
corporate philosophy, Terumo is working to achieve sustainable and profitable growth and create
new value without being caught up in existing frameworks, contributing to patients in medical
settings.

i1) The Company’s social mission

As a leading enterprise in the field of medical devices, the Company has established relationships of
trust with medical professionals over the long term and contributed to society through healthcare. The
Company believes that the fulfillment of its social responsibility hinges on ensuring the stable supply of
excellent products and services of high quality and working to create innovation for various social
issues related to healthcare from the viewpoints of patients and healthcare professionals in order to
contribute to their resolution. In accordance with this policy, the Company continues its effort to fulfill
a vital role in global healthcare systems through supply of products and quality assurance that ensure
safety and reliability in the healthcare field.

In the event of an attempt to purchase the Company’s shares that is inimical to the stable supply
and/or quality of the Company’s products, people’s health may be seriously affected and their lives may
be placed in jeopardy. Through stable management of the Company over the long term to ensure such
an eventuality never arises, the Company maintains and enhances the confidence of society and
healthcare professionals in the Company while contributing to corporate value and advancing
shareholders’ common interests.

iii) Strengthening of corporate governance
Measures concerning corporate governance are stated on Pages 43-58 of the Notice of Convocation
of the 108th Annual General Meeting of Shareholders.

(3) The Company’s Board of Directors’ View Concerning Specific Measures and the Reason
The sound implementation of the growth strategy for realizing the Company’s long-term goal
described in (2) above leads to securing and enhancing the Company’s corporate value and advancing
shareholders’ common interests, and is in accordance with the Company’s basic policies.
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[Consolidated Financial Statements and Non-consolidated Financial Statements]

Consolidated Statements of Changes in Equity

Fiscal Year 2022 (From April 1, 2022 to March 31, 2023)

(Millions of yen)

Equity attributable to the owners of the parent

. . Other Total
S Gl Ty Sl s Toul S
P P & of equity
Balance at April 1, 2022 38,716 51,921 (6,229) 846,978 80,926 1,012,313 1,012,313
Profit for the year - - - 89,325 - 89,325 89,325
Other comprehensive income - - - - 87,089 87,089 87,089
Total comprehensive income - - - 89,325 87,089 176,415 176,415
Acquisition of treasury stock - (56) (50,003) - - (50,059) (50,059)
Disposal of treasury stock - (17) 138 - (121) 0 0
Cancellation of treasury B (44,430) 44,430 B B B B
stock
Dividends - - - (27,924) (27,924)  (27,924)
Transfgr from retglned B 44,224 B (44,224) B B
earnings to capital surplus
Transfer from other
components of equity to - - - 10,116 (10,116) - -
retained earnings
Share-based payments - 117 123 - 76 318 318
Total transaction with owners
of the Company - (162) (5,310) (62,031) (10,161)  (77,665) (77,665)
Balance at March 31, 2023 38,716 51,759 (11,539) 874,272 157,855 1,111,063 1,111,063

11



Notes to Consolidated Financial Statements

1. Basis for Preparation of Consolidated Financial Statements

(1) Standards for preparation of consolidated financial statements
The Group's consolidated financial statements are prepared in accordance with the specified International
Financial Reporting Standards (hereinafter referred to as “IFRS”), pursuant to Article 120, Paragraph 1 of
the Rules of Corporate Accounting. Some of the disclosure items required under IFRS for the consolidated
financial statements have been omitted, based on the provisions of the latter part of the same paragraph.

(2) Scope of consolidation

* Number of consolidated subsidiaries: 99

* Names of principal consolidated subsidiaries:
Terumo Europe N.V.
Terumo Americas Holding, Inc.
Terumo Medical Corporation
Terumo Cardiovascular Systems Corporation
MicroVention, Inc.
Terumo (Philippines) Corporation
Terumo Medical Products (Hangzhou) Co., Ltd.
Terumo BCT Holding Corporation
Terumo BCT, Inc.

Terumo Yamaguchi D&D Corporation, which was a consolidated subsidiary in the fiscal year ended
March 31, 2022, is excluded from the scope of consolidation from the fiscal year ended March 31, 2023
as a result of absorption-type merger with Terumo Yamaguchi Corporation.

(3) Application of the equity method
* Number of affiliates to which the equity method is applied: 4
» Names of affiliates to which the equity method is applied:
Terumo BSN K K.
Olympus Terumo Biomaterials Corp.
Wego Terumo Medical Products Co., Ltd.
Shanghai Angiocare Medical Technology Co., LTD.

12



(4) Accounting standards

1) Standards and methods for valuation of financial assets and financial liabilities

i)

a.

Recognition and measurement of financial assets

Initial recognition and measurement

The Group classifies financial assets into financial assets measured at fair value through profit or

loss, financial assets measured at fair value through other comprehensive income, and financial

assets measured at amortized cost. This classification is determined on initial recognition.

All financial assets are initially measured at fair value. Transaction costs that are directly attributable

to the acquisition of financial assets are added to the fair value of the financial assets on initial

recognition, except for the financial assets measured at fair value through profit or loss. However,

the trade receivables that do not contain a significant financing component are measured at the

transaction price on initial recognition.

Trade and other receivables are initially recognized when the transaction occurs. Other financial

assets other than trade and other receivables are initially recognized when the Group becomes a

contractual party to the contract provisions of the financial instrument.

The Group classifies its financial assets as those measured at amortized cost if both of the following

conditions are met:

+ the financial assets are held within a business model with an objective of collecting contractual
cash flows; and

+ the contractual terms of the financial assets give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

The financial assets not classified as those measured at amortized cost are measured at fair value.

If the financial asset measured at fair value is an equity instrument, the Group irrevocably designates

each equity instrument on an instrument-by-instrument basis as either measured at fair value through

profit or loss or at fair value through other comprehensive income at initial recognition and applies

the designation consistently.

Financial assets other than those measured at amortized cost or equity instruments measured at fair

value through other comprehensive income as mentioned above, are classified as measured at fair

value through profit or loss.

Subsequent measurement

After initial recognition, financial assets are subsequently measured according to the following

classifications:

(i) Financial assets measured at amortized cost
Financial assets measured at amortized cost are subsequently measured at amortized cost using
the effective interest method.

(i1) Financial assets measured at fair value
Financial assets measured at fair value are measured at fair value.
The changes in fair value of those financial assets are recognized in the profit or loss.
However, as for equity securities designated as the financial assets measured at fair value
through other comprehensive income, the changes in fair value are recognized in other
comprehensive income.
Dividends that arise from equity instruments measured at fair value through other
comprehensive income are recognized as “finance income” through profit or loss unless the
dividend represents a recovery of part of the cost of the investment.

13



ii)

iii)

Impairment of financial assets

As for the financial assets measured at amortized cost, a loss allowance provision is recognized
based on the expected credit losses.

The Group evaluates whether the credit risk on a financial asset has significantly increased since
initial recognition at the end of the reporting period. If the credit risk on a financial asset has not
significantly increased since initial recognition, a loss allowance provision is measured at an amount
equal to the 12-month expected credit losses. If the credit risk on a financial asset has significantly
increased since initial recognition, a loss allowance provision is measured at an amount equal to the
lifetime expected credit losses.

The Group judges whether or not there is any significant increase in credit risk of a company based
on changes in the default risk. The Group determines the risk based on the following:

+ Significant changes in credit rating by external credit rating organization

* Information on past due payment

The loss allowance provision for trade and other receivables is measured at an amount equal to the
lifetime expected credit losses.

The expected credit loss on a financial instrument is measured at the present value of the differences
between the cash flows that are due to an entity in accordance with the contract and the cash flows
that the entity expects to receive.

The loss allowance provision for expected credit losses on a financial asset is recognized in profit or
loss. The reversal of loss allowance provision for expected credit losses is recognized in profit or
loss.

Derecognition of financial assets
The Group derecognizes a financial asset when the contractual rights to the cash flows from the
financial asset expire.

Recognition and measurement of financial liabilities

Initial recognition and measurement

The Group, on initial recognition, classifies financial liabilities into financial liabilities measured at
amortized cost and financial liabilities measured at fair value through profit or loss. Financial
liabilities are initially recognized when the Group becomes a party to the contract. At initial
recognition, financial liabilities measured at fair value through profit or loss are recognized at their
fair value and those measured at amortized cost are recognized at their fair value less transaction
costs that are directly attributable to the issue of the financial liabilities.

Subsequent measurement
After initial recognition, financial liabilities are subsequently measured as follows according to its
classification:
(i) Financial liabilities measured at amortized cost
Financial liabilities measured at amortized cost are measured at amortized cost using the
effective interest method. Amortization under the effective interest method and gains or losses
arising from derecognition of the financial liability are recognized in profit or loss.
(i1) Financial liabilities measured at fair value through profit or loss
The net gains or losses arising from the financial liabilities measured at fair value through profit

or loss, including interest expenses, are recognized in profit or loss.

14



Vi)

Derecognition of financial liabilities
The Group derecognizes a financial liability when its contractual obligations are discharged,
cancelled, or has expired.

Derivatives and hedge accounting

The Group uses derivatives to hedge foreign exchange risk and interest rate risk. Derivatives mainly

consist of forward exchange contracts, interest rate swaps, and cross currency interest rate swaps.

These derivatives are initially measured at the fair value when the derivative contracts are entered

into. Subsequently, the derivatives are remeasured at the fair value and the changes are generally

recognized in profit or loss.

The Group designates certain derivatives as cash flow hedges to hedge against the exposure to

variability in cash flows that is attributable to the risk of foreign currency exchange rates and interest

rate fluctuations, or a highly probable forecasted transaction.

At the inception of a hedge relationship, the Group formally designates and documents the hedge

relationships to which hedge accounting is applied, between hedging instruments and hedged items,

along with the risk management objectives and strategies. The documentation includes the hedging

instrument, the hedged item, the nature of the risk being hedged, and how to assess whether the

hedging instrument is highly effective in offsetting changes in cash flows of the hedged item

attributable to the risks to be hedged. The Group measures their hedge effectiveness periodically.

Specifically, when a hedging relationship meets all of the following hedge effective requirements,

the hedge relationship is assessed as highly effective:

+ there is an economic relationship between the hedged item and the hedging instrument resulting
in an offset;

+ the effect of credit risk does not dominate the value changes that result from that economic
relationship; and

+ the hedge ratio of the hedging relationship is the same as that resulting from the quantity of the
hedged item that the Group actually hedges and the quantity of the hedging instrument that the
Group actually uses to hedge that quantity of hedged item.

The Group adjusts the hedge ratio of the hedging relationships in the hedge accounting so that it

meets the qualifying criteria again. The Group discontinues hedge accounting prospectively only

when the hedging relationship ceases to meet the qualifying criteria.

The hedges that meet the requirements for hedge accounting are accounted for as follows:

The effective portion of the gain or loss on the hedging instrument that are designated as cash flow

hedges, is recognized in other comprehensive income. The ineffective portion is recognized in profit

or loss.

The Group uses interest rate currency swap for hedging. The Group designates the portion excluding

the currency basis spread portion as the hedging instrument and recognizes any changes in the fair

value of the currency basis spread portion through other comprehensive income in owner's equity.

The cumulative cash flow hedge reserve recognized previously in the other comprehensive income

of equity for the hedging gain or loss and the cost of hedging are reclassified to profit or loss in the

same period when the hedged forecast cash flows affect profit or loss.

Hedge accounting is discontinued prospectively if the hedge no longer meets the criteria for hedge

accounting due to the expiration or sale of the hedge instrument. If the future cash flow is still

expected to occur, the accumulated gains or losses recognized in other comprehensive income

continues to be recognized in other comprehensive income. If the forecasted transaction is no longer

expected to occur, then the amount accumulated in equity is reclassified to profit or loss.
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2) Basis and method of valuation for inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined mainly by using the

weighted average cost formula and comprises all costs of purchase, costs of conversion and other costs

incurred in bringing the inventories to their present location and condition. Costs of conversion includes

the allocated fixed and variable manufacturing overhead.

Net realizable value is the estimated selling price in the ordinary course of business less the estimated

costs of completion and the estimated costs necessary to make the sale.

3) Property, plant and equipment

i)

Recognition and measurement

Property, plant and equipment is measured using the cost model and stated at costs less accumulated
depreciation and impairment losses.

Costs include costs directly attributable to the acquisition of property, plant and equipment; the
initial estimated costs related to removing the asset and restoring the site.

If a significant part of an item of property, plant and equipment has a different useful life from the
useful life of another part of that same item, the parts are accounted for separately.

Subsequent cost incurred after acquisition is included in the asset's carrying amount or recognized as
a separate asset, as appropriate, only when it is probable that future economic benefits associated
with the asset will flow to the Group and the cost of the asset can be measured reliably. Repair and
maintenance of an asset are recognized as expenses during the financial period in which they are
incurred.

Property, plant, and equipment is derecognized on disposal or when no future economic benefits are
expected from its use or disposal. Gains or losses arising from the derecognition of property, plant
and equipment are recognized as profit or loss at the difference between the net disposal proceeds, if
any, and the carrying amount of the asset at the time of derecognition. Gains or losses arising from
derecognition of property, plant and equipment are recorded in “Other income” or “Other expenses”
of the consolidated statements of profit or loss.

Depreciation

Property, plant and equipment other than land and construction in progress is depreciated mainly
using the straight-line method over their estimated useful lives. Land and construction in progress
are not depreciated.

The estimated useful lives of property, plant and equipment are as follows.

* Buildings and structures 3-60 years
* Machinery and vehicles 4-15 years
* Tools, furniture and fixtures 2-20 years

The depreciation methods, useful lives, and residual values of property, plant and equipment are
reviewed at the end of each fiscal year. Changes in depreciation methods, useful lives, and residual
values are applied prospectively as changes of accounting estimates.

16



4) Goodwill and intangible assets

i)

Goodwill

Goodwill is recognized as the excess of the sum of the consideration transferred, the amount of any
non-controlling interests in the acquisition, and the fair value of the Group's previously held equity
interest in the acquisition over the net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed.

Goodwill is not amortized and is tested for impairment annually and whenever there is an indication
that they may be impaired. Impairment losses on goodwill is recognized in profit or loss and is not
reversed in subsequent periods. Goodwill is stated at cost determined at the acquisition date, less any
accumulated impairment losses.

Intangible assets

Recognition and measurement

The Group recognizes intangible assets using the cost model. Intangible assets acquired separately

are measured at cost at initial recognition. Intangible assets acquired in a business combination are

measured at fair value at the acquisition date.

Expenditures on research activities are recognized as profit or loss when incurred. Expenditures on

development activities which can be demonstrated to have met the following conditions are

recognized as an asset. Where expenditures on development activities does not meet the following

conditions, the expenditures are recognized in profit or loss in the period in which it is incurred.

+ the technical feasibility of completing the intangible asset so that it will be available for use or
sale;

+ the intention to complete the intangible asset and use or sell it;

+ the ability to use or sell the intangible asset;

* how the intangible asset will generate probable future economic benefits;

+ the availability of adequate technical, financial and other resources to complete the development
and to use or sell the intangible asset; and

+ the ability to measure reliably the expenditure attributable to the intangible asset during its
development.

After initial recognition, expenditures on development activities that are capitalized as an asset are

measured at cost less accumulated amortization and impairment losses.

. Amortization

After initial recognition, other than intangible assets with indefinite useful lives, intangible assets are
stated at cost less accumulated amortization and impairment losses.

Intangible assets are amortized from the date when the intangible asset becomes available for use.
The intangible assets, other than intangible assets with indefinite useful lives and those not yet
available for use, are amortized on a straight-line basis over their estimated useful lives.

The estimated useful lives of major intangible assets are as follows:

* Development costs mainly 20 years
* Software 5-10 years
* Customer relationships mainly 20 years
» Technologies 10-20 years

Useful lives, amortization methods, and residual values are reviewed at the end of each reporting
period. Changes in depreciation methods, useful lives, and residual values are applied prospectively
as changes of accounting estimates.
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S)

6)

7

Leases

The Group assesses whether a contract is a lease or contains a lease when entering into a contract. If a
contract transfers the right to control the use of an identified asset for a period of time in exchange for
consideration, it is determined to be a lease or contains a lease.

As a lessee, the Group measures right-of-use assets at cost and lease liabilities at the present value of
total future lease payments at the beginning of the lease term. The cost of right-of-use assets are initially
measured by adjusting the initially measured amount of lease liabilities for initial direct costs and
prepaid lease payments, etc. On the consolidated statements of financial position, right-of-use assets are
included in property, plant and equipment while lease liabilities are included in other current financial
liabilities. After recognizing right-of-use assets and lease liabilities, the Group records depreciation of
right-of-use assets and interest expenses for lease liabilities.

The Group estimates the lease term of right-of-use assets by adding to the non-cancelable lease term the
period that it is reasonably certain that the extension option will be exercised or the termination option
will not be exercised. The discount rate applied to lease liabilities for said right-of-use assets is the
incremental borrowing rate of the lessee. Right-of-use assets are depreciated on a straight-line basis
over the shorter of the useful life or the lease term.

However, The Group does not recognize right-of-use assets or lease liabilities for leases with a lease
term of 12 months or less and for leases with low-value underlying assets, and recognizes lease
payments related to these leases as expenses on a straight-line basis over the lease term or any other
standard basis.

Impairment of non-financial assets

At the end of each reporting period, the Group determines whether there is any indication that non-
financial assets (excluding inventories and deferred tax assets) may be impaired. If any indication
exists, the recoverable amount of the asset or the cash-generating unit (CGU) to which the asset belongs
is estimated. Goodwill, intangible assets with indefinite useful lives, and intangible assets not yet
available for use are tested for impairment when there is any indication of impairment, and at a certain
time in a fiscal year, regardless of whether there is any indication of impairment. A CGU is the smallest
group of assets that generates cash inflows that are largely independent of the cash inflows from other
assets or groups of assets. Goodwill arising from a business combination is allocated to CGUs or group
of CGUs expected to obtain synergies from the business combination.

The recoverable amount is the higher of fair value less costs of disposal or value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pretax
discount rate that reflects the time value of money and the risks specific to the asset.

Impairment losses are recognized in the consolidated statements of profit or loss when the carrying
amount of assets, a CGU, or group of CGUs is greater than the expected recoverable amount.

An impairment loss is recognized immediately in profit or loss. The carrying amount of the CGU or
group of CGUs is reduced. In a CGU or a group of CGUs, goodwill is reduced first; then other assets
are reduced pro rata.

Any impairment loss for goodwill is recognized in profit or loss and is not reversed in subsequent
periods. For assets other than goodwill, a reversal of an impairment loss is recognized, to the extent that
the reversal does not exceed the carrying amount that would have been determined had no impairment
loss been recognized, net of depreciation and amortization.

Non-current assets held for sale

If the carrying amount of non-current asset (or disposal group) will be recovered principally through a
sale transaction rather than through continuing use, the Group classifies such asset (or disposal group)
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as held for sale. For this to be the case, the asset (or disposal group) must be available for immediate
sale in its present condition and the sale must be highly probable. The asset (or disposal group) is
classified as held for sale only when these conditions are met, and management is committed to a plan
to sell the asset (or disposal group), which is expected to be completed, in principle, within one year.
Assets that meet the criteria and classified as held for sale are measured at the lower of carrying amount
and fair value less costs to sell, and depreciation and amortization on such assets cease.

8) Standards of accounting for principal allowances and provisions

Provisions are recognized when the Group has legal or constructive obligations due to past events, it is

probable that outflows of economic benefits will be required to settle the obligations, and reliable

estimates of the obligation can be made. To determine the amount of a provision, the estimated future

cash flows are discounted using a pre-tax discount rate that reflects the time value of money and the

risks specific to the liability. Unwinding of the discount over time is recognized in finance cost.

Asset retirement obligation

The Group has recognized a provision for asset retirement obligation, which are recognized and
measured by estimating asset retirement obligations individually and specifically taking into
account the status of each property based on expected usable years, determined in light of past
records of restoration and useful lives of inside fixtures in offices and other places, in preparation
for obligations for restoration of rental offices, buildings and stores and removal of harmful
materials related to non-current assets.

9) Employee benefits
i)  Post-retirement benefits
a. Defined contribution plan
The contribution obligation of the defined contribution plan is recognized as an expense when
employees render the related service. The prepayment of the contribution amount is recognized as an
asset to the extent that the contribution amount is returned or the future payment amount decreases.

b. Defined benefit plan
The defined benefit plan is a retirement benefit plan other than the defined contribution plan.
Assets or liabilities recognized in the consolidated statements of financial position related to the
defined benefit pension plan are calculated by deducting the fair value of the plan assets from the
present value of the defined benefit liabilities as of the end of the reporting period. Defined benefit
plan obligations are calculated every year using the projected unit credit increase method.
The discount rate is calculated based on the market yield of the high quality corporate bonds on the
reporting date, which generally has the same maturity as the Group's defined benefit liabilities and is
of the same currency as the expected payment.
Past service cost is recognized in profit or loss when incurred.
The Group recognizes remeasurement of the net defined benefit liabilities (assets) in other
comprehensive income when remeasurements occur and immediately reclassified from other capital
components to retained earnings.

ii)  Short-term employee benefits
Short-term employee benefits are recognized as an expense on an undiscounted basis at the time
when employees render the related service. Bonus and paid annual leave accruals are recognized as
a liability in the amount estimated to be paid under these plans, when the Group has legal or

19



constructive obligations to pay for the services rendered by employees in the past and reliable
estimates of the obligation can be made.

10) Revenue

For contracts with customers excluding interest and dividend income based on IFRS 9 Financial
Instruments, the Group recognizes revenue by applying the following five-step model in accordance
with IFRS 15 Revenue from Contracts with Customers:

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

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance obligations in the contract

Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation
The Group is primarily engaged in manufacture and sales of medical devices and medical supplies. For
the sales of these products, our performance obligation is to deliver products to the customer based on
our contract with the customer.
Because the customer obtains control over the products upon delivery, the performance obligation is
judged to have been satisfied and revenue is therefore recognized upon delivery of the products.
Revenue is measured at the consideration promised in a contract with a customer less discounts, rebates,
returned products and other items. If the consideration in a contract with a customer includes variable
consideration, the variable consideration is included 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.
The Group collects consideration in contracts for product sales based on contracts with customers
mainly from one month to six months from when products are delivered to customers, and receives it
within one year or less. Therefore, the contracts do not contain a significant financing component.

11) Foreign currency translation
i)  Functional currency and presentation currency
The separate financial statements of each group company are prepared in their functional currency.
The consolidated financial statements are prepared in the Company's functional currency, Japanese
yen, which is also its presentation currency.

ii) Foreign currency transactions
Transactions in foreign currencies are translated into the respective functional currencies of each
group companies at the spot exchange rate at the date of transactions or at the foreign exchange rate
that approximates the spot exchange rate at the date of the translation.
Monetary assets and liabilities denominated in foreign currencies are translated into the functional
currency at the exchange rate at the reporting date. Non-monetary items measured at fair value that
are denominated in foreign currencies are translated into the functional currency at the rates
prevailing at the date when the fair value was measured. Exchange differences arising from foreign
currency translation are recognized in profit or loss, except for exchange differences arising from
financial assets measured through other comprehensive income and cash flow hedges that are
recognized in other comprehensive income.
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
to the functional currency at the spot exchange rate at the date of transactions or at the foreign
exchange rate that approximates the spot exchange rate at the date of the translation.
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iii) Foreign operations
The assets and liabilities of the Group's foreign operations are translated into Japanese yen at the
exchange rate at the end of each reporting period. Income and expenses are translated into Japanese
yen at the average exchange rate for the period unless the exchange rate fluctuates significantly
during the period. Exchange differences arising from the translation of the financial statements of
foreign operations are recognized in the other comprehensive income, and subsequently transferred
to profit and loss during the period in which foreign operations are disposed.

2. Changes in Accounting Standards

The Group has applied following accounting standard from the fiscal year ended March 31, 2023. The
standard has no impact on the consolidated financial statements as of March 31, 2023.

Standard Standard name Outline of the new standard and revision

Updating reference to the revised Conceptual

IFRS 3 Business Combinations Framework for Financial Reporting

21



3. Notes to Revenue Recognition

(1) Breakdown of revenue

The Group mainly comprises three reportable segments: “Cardiac and Vascular Company,” “Medical Care
Solutions Company,” and “Blood and Cell Technologies Company.” As the reportable segments of the
Group are reviewed regularly by the Board of Directors to make decisions about allocation of management
resources and assess the performance of the business, proceeds from these three reportable segments are
presented as revenue. In addition, revenue is classified by country or region based on customer’s location.
The breakdown of revenue by geographic areas and reportable segments is as follows:

(Millions of yen)

Amount recorded
on consolidated

Cardiac and Medical Care Blood and Cell

Vascular Solutions Technologies Total Adjustments .

Company Company Company financial

statements
Japan 51,900 143,502 11,738 207,141 243 207,385
Europe 113,869 12,304 33,843 160,017 - 160,017
Americas 207,967 13,194 65,418 286,580 - 286,580
China 58,996 3,527 9,422 71,946 - 71,946
Asia and others 47,876 19,220 27,182 94,279 - 94,279
Total 480,610 191,749 147,605 819,965 243 820,209

“Cardiac and Vascular Company” sells products related to Interventional Systems (TIS), Neurovascular,
Cardiovascular, and Vascular Graft.

“Medical Care Solutions Company” sells products related to Hospital Care Solutions, Life Care Solutions,
and Pharmaceutical Solutions.

“Blood and Cell Technologies Company” sells products related to Blood and Cell Technologies.
“Adjustments” includes mainly proceeds from outward temporary staffing to external customers that are
not attributable to reportable segments.
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(2) Contract assets and contract liabilities
Contract assets and contract liabilities from contracts with customers are as follows:

(Millions of yen)

As of April 1, 2022 As of March 31, 2023
Contract assets 1,267 1,257
Contract liabilities 6,522 2,764

The contract assets primarily relate to the Group’s rights to consideration for performance obligation
transferred but not billed at the reporting date. In particular, some Group subsidiaries provide some
maintenance services and sell consumable goods, etc. The income related to the maintenance services is
recognized throughout the contract period, but portions that are unbilled as of the reporting date are
considered contract assets as rights to consideration for performance obligations. The contract assets are
transferred to receivables when the rights for the payments become unconditional.

The contract liabilities primarily relate to the consideration received from customers in advance of delivery
of products or provision of maintenance services. Contract liabilities are recorded when payments are
received from customers, and the contract liabilities are reclassified to revenue when the Group satisfies a
performance obligation based on the contract, such as said delivery of products. The amount of revenue
recognized during the fiscal year ended March 31, 2023 that was included in the contract liability balance
as of April 1, 2022 was immaterial.

Furthermore, the amount of revenue recognized during the fiscal year ended March 31, 2023 from
performance obligations satisfied in the previous period was immaterial.

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

(4) Assets recognized related to the costs of obtaining or fulfilling contracts with customers
The amount of assets recognized related to the costs of obtaining or fulfilling contracts with customers
during the fiscal year ended March 31, 2023 was immaterial. In addition, if the amortization period of the
assets that the Group otherwise would have recognized is one year or less, the Group uses the practical
expedient of recognizing the incremental costs of obtaining the contract as an expense when incurred.
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4. Accounting Estimates
With respect to preparation of consolidated financial statements in accordance with IFRS, as well as the
Group’s application of accounting standards, judgments, estimates, and assumptions that affect the amount
of assets, liabilities, income and expenses are made by the management. These estimates and their
underlying assumptions are made upon experience and available information and are based on the best
judgment of the management in consideration of various factors considered to be rational in the fiscal year-
end. However, due to their nature, figures based on these estimates and assumptions may differ from actual
results. In addition, estimates and assumptions will continue to be reviewed. With respect to changes in
accounting estimates, changes to estimates will be recognized within the accounting period and in the
affected future accounting period.
With respect to judgments made by management that have a significant impact on the amount of
consolidated financial statements and estimates with risks leading to significant revisions to the book value
of assets and liabilities in the following fiscal year, the underlying assumptions are as follows.
Furthermore, with respect to future earnings forecasts, while medical demand is expected to return to a
growth trajectory, the situation is expected to remain challenging due to further increases in raw materials
prices and energy related costs. In this environment, we will perform accounting estimates such as
impairment test of goodwill by factoring in further revisions in pricing policy (price increases) and
implementation of cost reduction measures.

(1) Valuation of inventories
Although inventories are measured at cost, if the net realizable value at the fiscal year-end is falling lower
than cost, it will be measured by relevant net realizable value. In principle, the differences between the cost
and net realizable value are recognized as cost of sales. In addition, With respect to inventories unrelated to
the business cycle process, the net realizable value, etc. is calculated to reflect future demand and market
trends. Loss can occur if the market environment is worse than expected and the net realizable value drops
significantly.
The amount of inventories stated on the consolidated financial position as of March 31, 2023 is 249,618
million yen.

(2) Estimate of useful lives and residual values of noncurrent assets
Property, plant and equipment is depreciated based on estimated useful lives, which is the expected period
of future economic benefits associated with the asset. If Property, plant and equipment becomes obsolete in
the future or is reused for other purposes, estimated useful lives may become shorter, and depreciation may
increase. Details on useful lives of property, plant and equipment is stated in “1. Basis for Preparation of
Consolidated Financial Statements (4) Accounting standards 3) Property, plant and equipment.” With
respect to residual value, excluding those for which the sale value (after deducting disposal costs) can be
estimated when useful lives arrive, is set to zero or a memorandum price. Furthermore, with respect to
intangible assets, excluding those with indefinite useful lives or not yet available for use, they are
amortized depending on estimated useful lives which is the expected period for future economic benefits
associated with the asset. Depreciation costs have a risk that increases as the estimated useful lives change
due to external factors such as changes in the business environment. Details for useful lives are stated in
“1. Basis for Preparation of Consolidated Financial Statements (4) Accounting standards 4) Goodwill and
intangible assets.”
The amounts of property, plant and equipment and intangible assets stated on the consolidated financial
position as of March 31, 2023 are 370,869 million yen and 270,505 million yen, respectively.
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(3) Estimate of the recoverable amount at the impairment test
Non-financial assets (excluding inventories and deferred tax assets) are tested for impairment when there is
any indication that the recoverable amount is lower than the carrying amount. Goodwill, intangible assets
with indefinite useful lives, and intangible assets not yet available for use are tested for impairment when
there is any indication of impairment, and at a certain time in a fiscal year.
Important factors which trigger impairment tests being conducted include significant deterioration in actual
operating results compared to past results or forecasts, significant changes in the use of acquired assets,
changes in overall strategies, and significant deterioration in industry and economic trends.
Goodwill is allocated to CGUs or group of CGUs identified based on the type of business and are tested for
impairment when there is any indication of impairment, and at a certain time in a fiscal year.
In calculating the recoverable amount with respect to an impairment test, certain assumptions are made
with respect to useful lives of the asset, future cash flows and discount rates that reflect the risks specific to
the asset and long-term growth rates. These assumptions are determined by management's best estimates
and judgments but may be affected by the consequences of uncertain future fluctuations in economic
conditions. When a review is needed, it can have a significant impact on the amount recognized in
consolidated financial statements from the following fiscal year onwards. The calculation method for the
recoverable amount is stated in “1. Basis for Preparation of Consolidated Financial Statements (4)
Accounting standards 6) Impairment of non-financial assets.”
The amounts of property, plant and equipment, goodwill, and intangible assets stated on the consolidated
financial position as of March 31, 2023 are 370,869 million yen and 538,210 million yen, respectively.
Furthermore, the amount of impairment loss recorded in the consolidated statement of profit or loss for the
fiscal year ended March 31, 2023 is 5,338 million yen. Details are stated in “6. Notes to the Consolidated
Statement of Profit or Loss.”

(4) Measurement of defined benefit obligations
The Group has multiple retirement benefit plans, including a defined benefit plan.
The present value of the defined benefit liabilities and related service cost is calculated based on actuarial
assumptions. Actuarial assumptions require estimates and judgments about variables such as discount rate
and net interest.
Actuarial assumptions are determined by management's best estimates and judgments but may be affected
by uncertain future fluctuations in economic conditions and need to be reviewed. They may have a
significant impact on the amount recognized in the consolidated financial statements from the following
fiscal year onwards.
The amounts of retirement benefit assets and liabilities stated on the consolidated financial position as of
March 31, 2023 are 19,634 million yen and 4,703 million yen, respectively. Furthermore, retirement
benefit assets are included in “Other non-current assets” in the Consolidated Statements of Financial

Position.

(5) Share-based payments
The Group has a share-based compensation system. Estimates of share-based compensation costs related to
share options granted to officers are based on the optional fair value determined by the Black-Scholes-
Merton Option Pricing Model (hereinafter, referred to as “Black-Scholes Model”’). The Black-Scholes
Model involves various assumptions that require a high degree of judgment, such as expected volatility on
the option grant date, expected remaining life of share options and fair value of the share on the option
grant date. Estimates of expected volatility are based on the past volatility of similar listed reference
companies. Estimates of expected remaining life of share options are based on forecasts of future share
price fluctuations and forecast exercise patterns of option holders.
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The amount of subscription rights to shares stated on the consolidated financial position as of March 31,
2023 is 662 million yen. Furthermore, subscription rights to shares are included in “Other components of
equity” in the Consolidated Statements of Financial Position.

(6) Recoverability of deferred tax assets
Deferred tax assets are recognized to the extent that there is a high possibility that taxable income will be
generated that can be used for deducted temporary differences in the future. With respect to recognition of
deferred tax assets, in determining the possibility of taxable income, we estimate and calculate the period
and amount of taxable income that can be earned in the future based on the business plan.
The period and amount of taxable income may be affected by uncertain future fluctuations in economic
conditions, and if the actual period and amount differ from the estimate, it may have a significant impact on
the amount recognized in the consolidated financial statements from the following fiscal year onwards.
The amount of deferred tax assets stated on the consolidated financial position as of March 31, 2023 is
20,458 million yen.

(7) Fair value of financial instruments
The Group uses valuation techniques that utilize non-observable inputs in the market when valuing the fair
value of financial instruments. Fair value calculated by valuation techniques, including non-observable
inputs, is premised on assumptions such as appropriate basis rates and selection of computational models to
be adopted. Non-observable inputs can be affected by uncertain future changes in economic conditions that
may have a significant impact on future consolidated financial statements.
The amounts of financial assets and financial liabilities stated on the consolidated financial position as of
March 31, 2023 are 7,201 million yen and 1,693 million yen, respectively.
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5. Notes to the Consolidated Statement of Financial Position

(1) Loss allowance provision deducted directly from assets
Trade and other receivables 1,786 million yen

(2) Accumulated depreciation on property, plant and equipment 464,314 million yen

6. Notes to the Consolidated Statement of Profit or Loss
(1) Impairment of non-financial assets

During the fiscal year ended March 31, 2023, impairment losses of 5,338 million yen were recorded as

follows:

1)

2)

Impairment loss of the Autologous Biologics business unit in Blood and Cell Technologies Company
Autologous Biologics business unit was classified as assets held for sale and directly related liabilities
during the fiscal year ended March 31, 2023, based on the transfer agreement with Globus Medical, Inc.
As the disposal group classified as assets held for sale is measured at fair value less cost to sell, an
impairment loss of 3,563 million yen was recorded.

The fair value was determined based on the expected selling price in the transfer agreement with
Globus Medical, Inc. and this fair value has been classified as Level 3 in the hierarchy.

The impairment loss recognized on “Goodwill and intangible assets” is included in “Other expenses” in
the Consolidated Statement of Profit or Loss. The transfer of the business was completed on October
11, 2022.

Impairment loss of certain technologies in intangible assets in Cardiac and Vascular Company
During the fiscal year ended March 31, 2023, 1,775 million yen for an impairment loss of certain
technologies in intangible assets was recorded with the decision for discontinuing a portion of the
product.

The recoverable amount was measured based on the value in use, and the value was determined to be
zero. The impairment loss is included in “Other expenses” in the Consolidated Statement of Profit or
Loss.
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7. Notes to the Consolidated Statement of Changes in Equity
(1) Total number of shares issued

(Thousand shares)

Number of shares at

Increase during the

Decrease during the

Number of shares at

the beginning of the the end of the fiscal
fiscal year fiscal year
fiscal year year
Ordinary share 759,521 - 11,838 747,682
Total 759,521 - 11,838 747,682

(Reason for the change)

Decrease due to cancellation of treasury stock:

(2) Number of treasury shares

11,838 thousand shares

(Thousand shares)

Number of shares at

Increase during the

Decrease during the

Number of shares at

the beginning of the the end of the fiscal
fiscal year fiscal year
fiscal year year
Ordinary share 3,194 11,839 11,959 3,074
Total 3,194 11,839 11,959 3,074

(Reason for the change)

Increase due to the purchase of shares of less than one unit of stock:

Increase due to the acquisition of restricted stock without consideration:

0 thousand shares

0 thousand shares

Increase due to the acquisition resolved at the board of directors meeting: 11,838 thousand shares

Decrease due to exercise of stock options:

Decrease due to disposal of shares as restricted stock compensation:

Decrease due to cancellation of treasury stock:
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1) Payment of dividends

(3) Dividends from retained earnings

Total ..
Class of |dividends paid Dividends
Resolution s per share Record date Effective date
shares (Millions of
(yen)
yen)
Annual General Meeting Ordina
of Shareholders held on sharery 13,613 18 | March 31,2022 | June 23, 2022
June 22, 2022
Meetmg of the Board of Ordinary September 30, December 5,
Directors held on har 14,310 19 2022 2022
November 10, 2022 shate
Total 27,924

2) Dividends whose record date is in the current fiscal 2022 but whose effective date is in the next

fiscal year

At the Annual General Meeting of Shareholders to be held on June 27, 2023, the following resolutions

are expected to be made.

Total .
Class of | dividends paid Dividends
Resolution L per share Record date Effective date
shares (Millions of
(ven)

yen)
Annual General Meeting Ordina
of Shareholders to be sharery 15,636 21 | March 31,2023 | June 28, 2023
held on June 27, 2023

The source of dividends will be retained earnings.

date of the exercise period has not arrived yet)

(4) Matters concerning stock acquisition rights as of March 31, 2023 (excluding those for which the first

Class of shares to be issued
upon exercise of stock
acquisition rights

Number of shares to be
issued upon exercise of
stock acquisition rights

First issue of stock acquisition rights Ordinary share 20,788 shares
Second issue of stock acquisition rights Ordinary share 33,608 shares
Third issue of stock acquisition rights Ordinary share 39,368 shares
Fourth issue of stock acquisition rights Ordinary share 45,512 shares
Fifth issue of stock acquisition rights Ordinary share 63,552 shares
Sixth issue of stock acquisition rights Ordinary share 53,504 shares
Seventh issue of stock acquisition rights Ordinary share 9,440 shares
Eighth issue of stock acquisition rights Ordinary share 10,720 shares
Ninth issue of stock acquisition rights Ordinary share 6,912 shares
Tenth issue of stock acquisition rights Ordinary share 18,512 shares
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8. Notes to Financial Instruments

(1) Overview of financial instruments

)

2)

3)

4)

Capital management

The Group’s capital management policy is to maximize corporate value by pursuing growth
opportunities which are greater than cost of capital, increasing asset efficiency through improvement of
business operations, and build a financially sound, optimal capital structure.

The Group monitors financial indicators to maintain an optimal capital structure. The Group monitors
credit ratings for financial soundness and flexibility of capital, and the rate of return on invested capital
(ROIC) and the return on equity attributable to owners of the parent company (ROE) for capital
efficiency.

Financial risk management

The Group is exposed to a variety of financial risks, such as credit risk, liquidity risk, market risks
(currency risk, interest rate risk, and price risk) in its operations. The Group manages its risks to reduce
these financial risks. The basic policy of risk management covers the risks associated with business
operations and restricts speculative transactions.

Credit risk management

Credit risk is the risk of financial loss due to counterparties’ inability to fulfill their obligations.

The Group regularly monitors the conditions of its major customers, and manages the due date and
balance of trade receivables by customers according to the Group’s internal policy for credit
management, for the purpose of identifying recoverability concerns due to deterioration of a customer’s
financial situation at an early stage and revising and improving the protection of trade receivables. As a
result, there are no material past due trade receivables. In regard to derivative transactions, the Group
only deals with highly creditworthy financial institutions, and therefore the credit risk is considered as
to be low.

The Group is not exposed to excessive credit risk associated with specific customers that require
exceptional management.

The Group’s maximum exposures to credit risk are the carrying amount of the financial assets in the
Consolidated Statement of Financial Position. Trade receivables are categorized according to
customers’ credit risk features, and loss allowance for trade receivables is measured based on the
historical credit loss ratio and expected future economic conditions for each category based on a
simplified approach.

Liquidity risk management

Liquidity risk is the risk of facing difficulties in fulfilling obligations related to financial liabilities
settled by cash or other financial assets. The Group procures necessary funds through bank borrowings
and corporate bonds; however, these liabilities are exposed to liquidity risk of failure for making
payments on due dates due to the deterioration of funding environment or other factors.

The Group creates and revises the procurement of funding schedule based on the annual business plan,
understands and consolidates the liquidity on hand and the status of the interest-bearing debt, and
reports to the Board of Directors on a timely basis. The Group monitors the ongoing forecast for
funding demand and maintains sufficient unused portion of the contractual borrowing facilities.
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5) Market risk management
The Group is exposed to market risks related to foreign currency exchange risk associated with the
foreign currency-denominated transactions, the interest rate risk associated with raising funds, and the
market price risk associated with the listed stocks held by the Group.

(1) Currency risk
The Group is exposed to currency risk that arises from import and export transactions and overseas
transactions denominated in foreign currencies. Currency risk arises from forecast transactions such
as future sales, financing and repayment, or assets and liabilities that have been already recognized.
The Group continuously monitors foreign exchange rates to manage such risks.
The Group has entered into foreign currency forward contracts to hedge the currency risks arising
from forecast transactions such as future sales, financial assets and financial liabilities denominated
in foreign currency transactions. In addition, to hedge future cash flows arising from the borrowings
denominated in foreign currency, the Group has entered into a cross-currency interest rate swap
contract with the same maturity as the redemption date of the underlying transactions.
Consequently, receivables and liabilities denominated in foreign currencies are exposed to the risk
arising from fluctuations in foreign exchange rates. However, the impact of the risk is limited due to
the offset effect by foreign currency forward contracts.

(2) Interest rate risk
Interest rate risk is the risk arising from the changes in market interest rates affecting changes in the
fair value or future cash flows of financial instruments. The Group’s exposure to interest rate risk is
mainly related to liabilities, such as bonds and borrowings, and receivables, such as interest-bearing
deposits. The Group is exposed to the risk of fluctuation of future cash flows resulting from the risk
of interest rate fluctuation on part of its funding borrowed from financial institutions at floating rates.
In order to hedge its exposure to increase in future interest payments resulting from a rise in interest
rates, the Group raises funds through issuance of corporate bonds with fixed interest rates or enters
into mainly interest rate swap transactions to hedge interest rate risk associated with the floating rate
on borrowings in order to make cash flows stable.

(3) Price risk of equity securities
The price risk of equity instruments is the risk arising from changes in market prices affecting the
changes in fair value or future cash flows of financial instruments (excluding changes arising from
interest rate risk and currency risk).
The Group is exposed to price risk arising from the equity instruments it holds. Shares with market
prices, which are not for trading purpose, are classified as financial assets measured at fair value
through other comprehensive income.
To manage price risk arising from such equity instruments, the Group makes basic policies in
relation to the investment in such equity instruments that shall be complied within the Group. In
addition, it is obligated to report to and obtain approval from the Board of Directors on a timely basis
regarding significant investments in equity instruments. The Group reviews the economic rationality
and purpose of equity instruments held by the group from a mid-to-long term perspective and, in
addition, significant equity instruments are regularly reviewed by the Board of Directors.
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(2) Fair value measurements of financial instruments
1) Classification of fair value hierarchy

Financial instruments measured at fair value are classified from Level 1 to Level 3 in the fair value

hierarchy with reference to the observability and significance of the inputs used in the valuation

technique. The fair value hierarchy is defined as follows:

Level 1:  Fair value is measured using quoted prices (unadjusted) in active markets for identical
assets or liabilities.

Level 2:  Fair value is measured using the observable inputs which fail to meet level 1, either directly
or indirectly.

Level 3:  Fair value is measured using unobservable inputs.

2) Fair value of financial assets and financial liabilities measured at fair value on a recurring basis
(1) Fair value hierarchy
The financial assets and financial liabilities measured at fair value in the Consolidated Statement of
Financial Position by each level of the fair value hierarchy are as follows:

(Millions of yen)
Level 1 Level 2 Level 3 Total
Financial assets
Other financial assets
Financial assets measured at fair value
through profit or loss
Derivatives — 12,721 - 12,721
Other - 6,329 104 6,433
Financial assets measured at fair value
through other comprehensive income
Shares 3,991 - 2,064 6,055
Other - — 5,032 5,032
Total 3,991 19,051 7,201 30,243
Financial liabilities
Other financial liabilities
Financial liabilities measured at fair
value through profit or loss
Derivatives — 383 - 383
Contingent considerations — — 1,693 1,693
Total — 383 1,693 2,077

Transfers of financial instruments between levels of the fair value hierarchy are assessed at each
reporting date. There were no significant transfers between Level 1 and Level 2 for the fiscal year
ended March 31, 2023.
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(2) Valuation techniques for fair value measurement of financial assets and financial liabilities

(a) Shares
The fair value of listed stocks is measured at the quoted market prices on stock exchanges and is
categorized into Level 1.

(b) Derivatives
The fair value of foreign currency forward contracts is measured at the present value calculated
using the forward exchange rate at the end of the reporting period. The fair value of cross-
currency interest rate swaps is measured based on observable market data such as interest rate.
Therefore, foreign currency forward contracts and cross-currency interest rate swaps are
categorized as Level 2.

(c) Contingent consideration
Contingent consideration arising from business combinations mainly resulted from the
acquisitions of the large bore vascular closure business from Medeon Biodesign, Inc. and Quirem
Medical B.V. which became 100% subsidiary of the Company by additional acquisition of
shares.
The contingent consideration for the acquisition of the business from Medeon Biodesign, Inc. is
based on the completion of the development and the period of FDA approval. According to the
achievement of milestones, a payment between USDO and USD16 million will be made. The fair
value of the contingent consideration is measured using a discounted cash flows valuation
technique and calculated based on the periods and the expected payments corresponding to the
achievement of milestones, probability of occurrence and time value of money.
The contingent consideration for the acquisition of Quirem Medical B.V. is based on the
acquisition of CE marking certification for the development of next-generation microspheres and
achievement of specific performance indicators. According to the achievement of milestones, a
payment USD20 million at maximum will be made.
The fair value of the contingent consideration is measured using a discounted cash flows
valuation technique and calculated based on the periods and the expected payments
corresponding to the achievement of milestones, probability of occurrence and time value of
money.
The contingent consideration is categorized as Level 3 measured using a valuation technique
with reference to unobservable inputs.
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(3) Movements in financial assets and financial liabilities classified as Level 3
Movements in financial assets classified as Level 3 from the beginning to the end of the fiscal year
ended March 31, 2023 are as follows:

(Millions of yen)

Beginning balance 6,560
Total gains or losses

Profit or loss (Note 1) 1

Other comprehensive income 3,404
Additions 1,274
Sales (3,376)
Transfer from level 3 (Note 2) (663)
Other -
Ending balance 7,201
Changes in unrealized profit or loss recorded in “Profit or loss” |

for assets held at the end of the reporting period (Note 1)

(Note 1) Profit or loss is presented in “Finance income” in the Consolidated Statement of Profit or
Loss.
(Note 2) Transfer from Level 3 represents transfer to Level 1 due to the listing of shares held.

Movements in financial liabilities classified as Level 3 from the beginning to the end of the fiscal
year ended March 31, 2023 are as follows:

(Millions of yen)
Beginning balance 3,185
Business combinations -
Settlements (142)
Changes in fair value (Note 2) (1,615)
Exchange differences on translation of foreign operations 265
Ending balance 1,693
Changes in unrealized profit or loss recorded in “Profit or loss” (321)

for liabilities held at the end of the reporting period (Note 2)

(Note 1) The financial liabilities are contingent consideration described in (2) (c) above.
(Note 2) Changes in fair value are included in “Other income,” “Other expenses,” “Finance
income,” and “Finance costs” in the Consolidated Statement of Profit or Loss.
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3) Financial assets and financial liabilities that are not measured at fair value on a recurring basis
(1) Fair value and carrying amounts
The carrying amounts and fair values of the financial instruments for the fiscal year ended March
31, 2023 are described below. Carrying amounts shown below do not include financial instruments
for which the carrying amounts reasonably approximate to their fair values.

(Millions of yen)
Carrying amount Fair value
Bonds 29,969 29,946
Long-term loans borrowings 201,968 201,291

(Note) The above table includes current portion of long-term loans payable.

(2) Fair value measurements of financial instruments

The valuation techniques for fair value measurement for the financial instruments described above

are as follows:

(a) Long-term borrowings
The fair value of long-term borrowings with floating interest rates reflecting short-term interest
rates, are measured at book value, considering the carrying amounts approximate to the fair
value, as the Company’s credit conditions has not changed significantly after the execution of the
borrowings. The fair value of long-term borrowings with fixed interest rates are measured at the
present value of the total amount of principal and interest for the remaining borrowing period,
using an interest rate that would be applied for new borrowings.

(b) Bonds
The fair value of bonds is measured using quoted market prices.

9. Notes to Per Share Information
(1) Equity attributable to owners of the parent per share: 1,492.15 yen
(2) Basic earnings per share: 119.00 yen

10. Notes to Material Subsequent Events

(1) Significant capital investment
The Company resolved at the Board of Directors meeting held on April 12, 2023 to establish a
manufacturing line for the Medical Care Solutions Company in a new plant at Kofu Factory (Showa-cho,
Nakakoma-gun, Yamanashi Prefecture), which will be utilized for the contract development and
manufacturing organization (CDMO) business, as well as products related peritoneal dialysis. The
Company's CDMO business develops devices that combine material technologies suitable for drugs and
delivers the combination products.
The capital investment for the construction of the new facility is as stated in “Section I Company
Information Item 4. Financial Information 1. Condensed Quarterly Consolidated Financial Statements 14.
Subsequent events” of the Quarterly Report for the period from July 1, 2022 to September 30, 2022 (the
second quarter of the 108th fiscal year; in Japanese).
Total amount of capital investment based on these resolutions is expected as 52.2 billion yen. Please refer
to the May 15, 2023 press release, "Terumo to Construct a New Manufacturing Facility at its Kofu Factory
for the Medical Care Solutions Company.” The construction is scheduled to be completed in the fiscal year
ending March 31, 2026.
The impact of this capital investment on the consolidated financial results for the fiscal year ended March
31, 2023 is immaterial.
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Non-consolidated Statements of Changes in Equity
Fiscal Year 2022 (From April 1, 2022 to March 31, 2023)

(Millions of yen)
Shareholders’ equity
Capital surplus Retained earnings
Other retained earnings
Capital | Legal Other Total Legal . f Retained Total
stock capital capital capital retained ResderV§ or Reserv'e lor earnings retained
surplus surplus surplus | earnings | '€ uction Special brought earnings
entry depreciation f
orward
Balance at the beginning of 38,716 | 52,103 94 | 52,198 | 3297 458 82,900 | 590,786 | 677,441
current period
Changes of items during the
period
Dividends from surplus (27,924) (27,924)
Profit 78,978 78,978
Acquisition of treasury stock
Disposal of treasury stock 111 111
Cancellation of treasury
stock (44,430)| (44,430)
Reversal of reserve for
reduction entry (32) 32
Transfer from retained 44224 | 44224 (44224)| (44,224
earnings to capital surplus
Net changes of items other
than sharcholders’ equity
Total changes of items during
the period - - (94) (94) - (32) - 6,861 6,829
Ba;‘r‘f:dat the end ofcurrent | 3¢ 716 | 52,103 —| s2103| 3297 425 82,000 | 597,648 | 684,271
Sharcholders’ equity Valuatloq and translation
adjustments .
- Subscription
Valuation Total . Total net
Total . . rights to
Treasury , | difference on | valuation and assets
shareholders . . shares
stock equi available-for- | translation
quity sale securities | adjustments
Balance at the beginning of 6.229)| 762,127 2,577 2,577 707 765,412
current period
Changes of items during the
period
Dividends from surplus (27,924) (27,924)
Profit 78,978 78,978
Acquisition of treasury stock (50,003) (50,003) (50,003)
Disposal of treasury stock 262 374 374
Cancellation of treasury 44,430
stock
Reversal of reserve for
reduction entry
Transfer from retained
earnings to capital surplus
Net changes of items other (1,168) (1,168) (44) 1,212)
than shareholders’ equity ’ ’ ’
Total changes of items during
he period (5.,310) 1,424 (1,168) (1,168) (44) 211
Ba:)z‘r‘f:dat the end of current (11,539) 763,551 1,409 1,409 662 765,623
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Notes to Non-consolidated Financial Statements

1. Significant Accounting Policies

(1) Standards and methods for valuation of assets

)

2)

3)

Securities
Stocks of subsidiaries and affiliates
Stated at cost using the moving-average method
Available-for-sale securities
- Securities other than shares, etc. that do not have a market price
Stated at market value based on the quoted market price, etc., at fiscal year-end
(Valuation difference is reported as a separate component of net assets. The cost of sales is
calculated using the moving-average method.)
- Shares, etc. that do not have a market price
Stated at cost using the moving-average method
Derivatives
Stated at fair value
Inventories
Inventories held for sale in the ordinary course of business
Principally, stated at cost using the weighted-average method
(Balance sheet amounts are calculated by writing down their net realizable value when there is evidence
of deterioration in value.)

(2) Depreciation method for noncurrent assets

1)

2)

3)

Property, plant and equipment (excluding lease assets)
The straight-line method is applied.
Principal useful lives are as follows:
Buildings: 3-50 years
Machinery and equipment:  4-15 years
Intangible assets (excluding lease assets)
The straight-line method is applied. However, computer software for internal use is amortized by the
straight-line method over the estimated internal useful life (5-10 years).
Goodwill is amortized by the straight-line method over 20 years based on the estimated period for each
acquired business during which the excess earning power is maintained.
Customer relationship is amortized by the straight-line method over the estimated useful life (10 years).
Lease assets
Finance leases that do not transfer the ownership of the leased assets to the lessee
The straight-line method with no residual value is applied, regarding the lease term as the useful life.
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(3) Standards of accounting for allowances and provisions

1) Allowance for doubtful accounts
Allowance for doubtful accounts is provided to cover possible losses on notes and accounts receivable.
The Company records an estimated irrecoverable amount based on the historical write-off rate for
ordinary receivables and based on assessment of recoverability of individual receivables for specific
doubtful accounts.

2) Provision for bonuses
The Company provides reserve for payment of bonuses to employees based on the amount of estimated
employees’ bonuses at the fiscal year-end.

3) Provision for directors’ bonuses
Reserve for payment of bonuses to directors is provided based on the amount of estimated directors’
bonuses at the fiscal year-end.

4) Provision for retirement benefits
The Company provides reserve for employees’ retirement benefits based on the projected benefit
obligation and plan assets at fair value at the fiscal year-end.
Prior service cost is charged to income by the straight-line method over certain periods (10 years)
within the average remaining service period of employees expected to receive benefits, commencing
with the following fiscal year.
Actuarial gains and losses are charged to income by the straight-line method over certain periods (10
years) within the average remaining service period of employees expected to receive benefits,
commencing with the following fiscal year.
On the non-consolidated balance sheet, the amount of pension assets exceeded the projected benefit
obligations net of unrecognized actuarial gains and losses and unrecognized prior service costs. The

exceeded amount is included in “other” in “investment and other assets” as prepaid pension expenses.

(4) Standards of accounting for recording revenue and expenses
The Company recognizes revenue from contracts with customers based on the following five-step approach
when control of a promised good or service is transferred to a customer or as it is transferred in an amount
that reflects the consideration to which the Company expects to be entitled in exchange for such goods and
services.

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

* Step 2: Identify the performance obligations in the contract

* Step 3: Determine the transaction price

* Step 4: Allocate the transaction price to the performance obligations in the contract

* Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation
The Company is primarily engaged in manufacture and sales of medical devices and medical supplies. For
the sales of these products, our performance obligation is to deliver products to the customer based on our
contract with the customer.
Because the customer obtains control over the products upon delivery, the performance obligation is judged
to have been satisfied and revenue is therefore recognized upon delivery of the products.

(5) Other significant matters for preparation of non-consolidated financial statements
(Significant hedge accounting)
1) Method of hedge accounting
The Company principally adopts the deferral method of hedge accounting. Interest rate and currency
swaps that meet certain criteria are accounted for by the integrated accounting treatment (designated
treatment and special accounting treatment).
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ii) Hedging instruments and hedged items
Hedging instruments: Forward exchange contracts and interest rate and currency swaps
Hedged items: Monetary assets and liabilities denominated in foreign currencies, forecast
transactions denominated in foreign currencies, long-term loans payable,
loans payable denominated in foreign currencies
iii) Hedging policy
Based on the Company’s policy of managing risks according to risk types, the Company hedges risks
arising from changes in foreign currency exchange rates and interest rates.
iv) Method of assessment of hedge effectiveness
The Company assesses hedge effectiveness by comparing the cumulative changes in cash flows from
hedged items or changes in fair value of hedged items and corresponding changes in hedging
instruments every half year.
With respect to interest rate and currency swaps that meet the criteria for accounting by the integrated
accounting treatment, assessment of hedge effectiveness is omitted.

2. Revenue Recognition
Useful information in understanding revenue from contracts with customers is omitted as the same details
are presented in “1. Basis for Preparation of Consolidated Financial Statements (4) Accounting standards
10) Revenue” in the notes to consolidated financial statements.

3. Accounting Estimates
(1) Valuation of inventories
1) Amounts stated on the non-consolidated financial statements for the fiscal year ended March 31,

2023
Merchandise and finished goods 50,166 million yen
Work in process 13,101 million yen
Raw materials and supplies 15,261 million yen

2) Other information that contributes to the users understanding of non-consolidated financial
statements regarding the content of accounting estimates
Information regarding the impact on significant accounting estimates measurement methods, underlying
assumptions and non-consolidated financial statements for the following fiscal year is stated in “4.
Accounting Estimates (1) Valuation of inventories,” in notes to consolidated financial statements.

(2) Estimate of useful lives and residual values of noncurrent assets
1) Amounts stated on the non-consolidated financial statements for the fiscal year ended March 31,

2023
Property, plant and equipment 100,696 million yen
Intangible assets 27,856 million yen

2) Other information that contributes to the users understanding of non-consolidated financial
statements regarding the content of accounting estimates
Information regarding the impact on significant accounting estimates measurement methods, underlying
assumptions and non-consolidated financial statements for the following fiscal year is stated in “4.
Accounting Estimates (2) Estimate of useful lives and residual values of noncurrent assets” in notes to
consolidated financial statements.
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(3) Estimate of recoverable amount at the impairment test
1) Amounts stated on the non-consolidated financial statements for the fiscal year ended March 31,
2023
No impairment loss is recorded in the fiscal year ended March 31, 2023.

2) Other information that contributes to the users understanding of non-consolidated financial
statements regarding the content of accounting estimates
Information regarding the impact on significant accounting estimates measurement methods, underlying
assumptions and non-consolidated financial statements for the following fiscal year is stated in “4.
Accounting Estimates (3) Estimate of the recoverable amount at the impairment test” in notes to
consolidated financial statements.

(4) Measurement of provision for retirement benefits
1) The amount stated on the non-consolidated financial statements for the fiscal year ended March
31,2023
Prepaid pension expenses 10,938 million yen
Furthermore, prepaid pension expenses are included in “Other” in “Investments and other assets” in the
non-consolidated financial statements.

2) Other information that contributes to the users understanding of non-consolidated financial
statements regarding the content of accounting estimates
Information regarding the impact on significant accounting estimates measurement methods, underlying
assumptions and non-consolidated financial statements for the following fiscal year is stated in “4.
Accounting Estimates (4) Measurement of defined benefit obligations” in notes to consolidated
financial statements.

(5) Stock-based remuneration
1) The amount stated on the non-consolidated financial statements for the fiscal year ended March
31, 2023
Subscription rights to shares 662 million yen

2) Other information that contributes to the users understanding of non-consolidated financial
statements regarding the content of accounting estimates
Information regarding the impact on significant accounting estimates measurement methods, underlying
assumptions and non-consolidated financial statements for the following fiscal year is stated in “4.
Accounting Estimates (5) Share-based payments” in notes to consolidated financial statements.

(6) Recoverability of deferred tax assets
1) The amount stated on the non-consolidated financial statements for the fiscal year ended March
31, 2023
Deferred tax assets 10,250 million yen
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2) Other information that contributes to the users understanding of non-consolidated financial

statements regarding the content of accounting estimates

Information regarding the impact on significant accounting estimates measurement methods, underlying

assumptions and non-consolidated financial statements for the following fiscal year is stated in “4.

Accounting Estimates (6) Recoverability of deferred tax assets” in notes to consolidated financial

statements.

4. Notes to the Non-consolidated Balance Sheet
(1) Accumulated depreciation of property, plant and equipment:

(2) Guarantee obligations
Guarantee obligations for subsidiaries’ borrowings from financial institutions

Terumo BCT Holding Corporation:

246,182 million yen

1,226 million yen

(3) Monetary receivables and monetary obligations to subsidiaries and affiliates (excluding items shown

by category)
Short-term monetary receivables:
Short-term monetary obligations:

5. Notes to the Non-consolidated Statements of Income
(1) Amount of transactions with subsidiaries and affiliates

Amount of business transactions

146,134 million yen
263,057 million yen

Sales: 178,853 million yen
Purchase: 83,043 million yen
Other: 4,744 million yen
Amount of transactions other than business transactions: 34,333 million yen
6. Notes to the Non-consolidated Statements of Changes in Equity
(1) Number of treasury stock
(Thousand shares)
Number of shares at . . Number of shares at
o Increase during the | Decrease during the
the beginning of the the end of the fiscal
fiscal year fiscal year
fiscal year year
Common stock 3,194 11,839 11,959 3,074
Total 3,194 11,839 11,959 3,074

(Reason for the change)
The breakdown of the change in the number of shares is as follows:
Increase due to the purchase of shares of less than one unit of shares:
Increase due to the acquisition of restricted stock without consideration:

Increase due to the acquisition resolved at the board of directors meeting:

Decrease due to exercise of stock options:
Decrease due to disposal for restricted stock remuneration:
Decrease due to cancellation of treasury stock:
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7. Notes to Deferred Tax Accounting
(1) Breakdown of deferred tax assets and deferred tax liabilities by major cause

(Millions of yen)
Deferred tax assets
Provision for retirement benefits 342
Research and development expenses 2,488
Provision for bonuses 1,728
Accounts payable-other and accrued expenses 1,756
Loss on valuation of investment securities 249
Shares of subsidiaries and associates 2,873
Loss on valuation of inventories 1,216
Other 1,790
Subtotal deferred tax assets 12,447
Valuation allowance related to total deductible temporary differences (6)
Subtotal valuation allowance (6)
Total deferred tax assets 12,440
Deferred tax liabilities
Gain on contribution of securities to retirement benefit trust (1,479)
Cost difference (187)
Valuation difference on available-for-sale securities (334)
Reserve for advanced depreciation (187)
Total deferred tax liabilities (2,189)
Net deferred tax assets 10,250

(2) Breakdown of major causes for the significant difference between the effective statutory tax rate and
the actual effective tax rate after application of deferred tax accounting

(%)
Effective statutory tax rate 30.6
(Adjustment)
Permanent difference-expenses (entertainment expenses etc.) 0.3
Permanent differences-income (dividend income etc.) (5.8)
Tax credit for research and development 4.0)
Other 0.3)
Actual effective tax rate after application of deferred tax accounting 20.8
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8. Notes concerning Related Party Transactions

(1) Subsidiaries
(Millions of yen)
Company Ownership of | Relationship with . Transaction Balance at the
Type T Transactions Account end of the
name voting rights | the related party amount
fiscal year
) Sales of the Accounts
Ir.lterlocklng Company’s 43,016| receivable- 22,838
100% directly directorate products trade
L Terumo Sales of the ;
Subsidiary owned by the , Borrowing of
Europe N.V. Compan Company’s funds 7,186
pany | oducts Short-term 21916
Borrowing Repayment of 7578 loans payable
funds ’
Interlocking
Terumo 100% indirectly | directorate Sales of the Accounts
Subsidiary | Medical owned by the | Sales of the Company’s 46,547| receivable- 10,898
Corporation Company Company’s products trade
products
Short—te?rm 6.676
loans receivable
Terumo 100% directly | Interlocking Long-term
Subsidiary | Americas owned by the |directorate Lending of funds 11,315 | 10ans receivable
Holding, Inc. Company Lending from 26,131
subsidiaries and
affiliates
Short-term 15,355
loans receivable
o . Long-term
0, .
L Terumo BCT 100% indirectly htlterlockmg Lending of funds 15,374 | loans receivable
Subsidiary . owned by the |directorate
Holding Corp. Compan Lendin from 52,744
pany £ subsidiaries and
affiliates
Debt guarantee 1,226 - -
Terumo 100% directly | Interlocking Lending of funds 159,500
L . . Short-term
Subsidiary | Yamaguchi owned by the |directorate Collection of loans receivable 48,200
Corporation Company Lending funds 157,100
Borrowing of Short-term
Terumo Capital | 100% directly | Interlocking funds g 3,018 loans payable 145,511
Subsidiary | Management owned by the |directorate
Pte. Ltd. Company Borrowing P ayment of 5.027 _ _
interest ’
Terumo Global | 100% directly | Interlocking Borrowing of Short-term
Subsidiary | Reinsurance, owned by the |directorate g 950 37,310
. funds loans payable
Inc. Company Borrowing

Notes: Terms of transactions and the policy for determining the terms of transactions

1. Transaction prices and other terms of transactions with subsidiaries and affiliates are determined

through negotiations with the Company.

2. Transaction amounts do not include foreign currency translation gains or losses. Year-end balances

include foreign currency translation gains or losses.

3. Interest rates of loans payable are determined reasonably, taking into consideration market interest

rates.

4. Interest rates of loans receivable are determined reasonably, taking into consideration market

interest rates.

5. The Company provides debt guarantee to Terumo BCT Holding Corp. for its bank borrowings. The

Company receives guarantee charges at 0.3% per annum.
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9. Notes to Per Share Information
(1) Net assets per share: 1,027.34 yen
(2) Net income per share: 105.22 yen

10. Notes to Material Subsequent Events

Notes to material subsequent events are omitted as the same details are presented in “10. Notes to Material
Subsequent Events” in the notes to consolidated financial statements.
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