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TEN-YEAR SUMMARY

Fiscal Years ended March 31 2009 2010 2011 2012 2013 2014

Results for the year
¥ 352,503 ¥310,184 ¥ 340,666 ¥349,947 ¥371,487 ¥ 394,309
(322,155)  (289,954)  (301,571) (313,982) (336,281) (358,247)

Net sales

Costs and expenses

Operating profit 30,348 20,230 39,095 35,964 35,206 36,062
Interest and dividends income 1,230 568 626 634 809 916
Interest expenses (271) (172) (146) (147) (126) (142)
Profit before income taxes 20,803 19,458 40,674 41,245 42,847 36,956
Profit attributable to owners of parent 13,981 13,645 27,571 26,407 30,278 25,173
Capital expenditures 19,081 17,707 11,801 19,728 27,608 21,499
Depreciation 24,833 22,380 19,245 17,784 19,145 18,096

Year-end financial position

Total assets 339,498 373,566 390,591 430,693 482,935 501,320
Long-term loans payable 1,500 1,500 1,028 500 6,626 11,069
Total liabilities 97,512 122,865 126,475 148,335 167,202 164,060
Equity 240,896 249,440 262,679 280,955 308,641 331,284
Current ratio (times) 2.5 2.3 2.4 2.3 2.3 25
Return on assets (%) 4.1 3.7 7.1 6.4 6.6 5.1
Return on equity (%) 5.7 5.6 10.8 9.7 10.3 7.9
Equity ratio (%) 71.0 66.8 67.3 65.2 63.9 66.1

Per share of common stock (Yen and U.S. Dollars)

Profit attributable to owners of parent ¥ 5636 ¥ 5587 ¥ 113.07 ¥ 109.46 ¥ 126.13 ¥ 106.10
Cash dividends 32.00 26.00 32.00 32.00 34.00 38.00
Equity 986.33 1,021.31 1,088.87 1,164.63 1,299.77 1,409.06

(Notes) 1. Amounts in U.S. dollars are translated from yen, provided for convenience only, at the exchange rate of 1.00 U.S. dollar = 106.24 Japanese yen;
the prevailing rate on March 31, 2018.
2. The Group has adopted International Financial Reporting Standards (IFRS) as from the fiscal year ending March 2018.
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Millions of yen

Millions of yen Thousands of U.S. dollars

2015 2016 2017 FY2017 FY2018 FY2018
Results for the year
¥ 404,073 ¥ 386,709 ¥ 390,599 Revenue ¥ 388,455 ¥421,930 $ 3,971,478
(366,005)  (352,301)  (358,228) Costs, other income and expenses (352,512)  (378,360) (3,561,374)
38,068 34,408 32,370 Operating profit 35,943 43,569 410,104
1,390 1,380 1,369 Finance income 3,045 3,659 34,436
(345) (527) (699) Finance costs (694) (1,022) (9,619)
41,069 27,367 38,327 Profit before tax 38,294 46,206 434,922
29,919 24,069 30,078 Profit attributable to owners of parent 30,243 33,230 312,784
35,157 24,276 31,785 Capital expenditures 31,377 42,408 399,174
17,407 18,508 14,676 Depreciation 14,793 16,973 159,757
Year-end financial position
534,592 516,360 576,016 Total assets 578,484 647,699 6,096,564
20,387 22,249 38,381 Borrowings (non-current liabilities) 38,381 53,456 503,165
169,918 154,006 199,302 Total liabilities 202,120 236,084 2,222,173
358,303 353,145 361,394 Total equity attributable to owners of parent 361,889 393,499 3,703,869
25 2.7 2.5 Current ratio (times) 25 2.3 2.3
5.8 4.6 55 Return on assets (%) 5.5 5.4 5.4
8.7 6.8 8.4 Return on equity (%) 8.5 8.8 8.8
67.0 68.4 62.7 Equity ratio (%) 62.6 60.8 60.8
Per share of common stock (Yen and U.S. Dollars)
¥ 12819 ¥ 105.87 ¥ 134.43 Profit attributable to owners of parent ¥ 13517 ¥ 149.32 $ 1.41
40.00 50.00 50.00 Cash dividends 50.00 50.00 0.47
1,657.08 1,565.45 1,624.14 Equity attributable to owners of parent 1,626.36 1,767.81 16.64
Equity/ROE R&D Expenses/ Shareholder Return/
Capital Expenditures Dividend Payout Ratio
(¥ billions) (%) (¥ billions) (¥ billions) (%)
500 20 50 25 50
200 3935 45 40 20 /\\O 40
0\385
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0 0 0 0 0
FY2015 16 17 17 18 FY 2015 16 17 17 18 FY2015 16 17 17 18
(Japanese GAAP) (IFRS) (IFRS) (Japanese GAAP) (IFRS) (IFRS) (Japanese GAAP) (IFRS) (IFRS)
B Equity B R&D expenses I Dividend Share buyback
== ROE B Capital expenditures == Dividend payout ratio
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Analysis of Operating Results

Overview of FY ended March 2018

(April 1, 2017 to March 31, 2018)

In FY ended March 2018 (April 1, 2017 to March 31, 2018), among
the JSR Group's main customer industries, automobile tire produc-
tion and automobile production rose above the previous year's level
globally, but domestic tire production remained unchanged from the
previous year. Demand in the semiconductor market grew, and pro-
duction of panels in the display market was robust. The exchange
rate had a slightly weaker yen compared to the previous year.

Amid these circumstances, the Petrochemicals Business of the
JSR Group saw revenue rise in the Elastomers Business over the pre-
vious year, despite a decline in overall sales volume, due to growth
in the sales volume of solution styrene-butadiene rubber (SSBR)
for fuel-efficient tires and revisions to sales prices to reflect butadi-
ene prices, which shot up in the fourth quarter of the previous year.
The Plastics Business saw revenue increase from the previous year
because of price revisions accompanied by the rise in raw material
prices and because of worldwide sales volume growth. Revenue in
the Petrochemicals Business as a whole was also up from the previ-
ous year. Operating profit of the Elastomers Business increased sig-
nificantly over the previous year on the back of improved profitability
from the sales price revisions mentioned above. Similarly, the Plastics
Business's operating profit was up significantly, driven by increased
sales volume and improved profitability from the sales price revisions
mentioned above. These factors combined to push the operating profit
of the Petrochemicals Business up significantly over the previous year.

In the Fine Chemicals and Other Products Business, the
Semiconductor Materials Business saw a significant increase in reve-
nue over the previous year due to larger sales volume of lithography
materials, CMP materials, cleaning solutions, and packaging materi-
als. In the Display Materials Business, the sales volume for the China
market grew, although prices fell due to competition pressures and
the overall sales volume declined. Revenue from the Life Sciences
Business, positioned as the JSR Group's third core business, saw a
notable increase, and revenue from the Fine Chemicals and Other
Products Business as a whole increased compared to the previ-
ous year. Operating profit of the Fine Chemicals and Other Products
Business was unchanged from the previous year due to additional
advance capital investment in the Life Sciences Business.

Profit attributable to owners of parent rose above the previous
year's level, thanks to increased operating profit.

Segment Revenue/Operating Profit i milions)

In the fiscal year ended March 31, 2018, we reported revenue
of 421,930 million yen (up 8.6% year-on-year), operating profit of
43,569 million yen (up 21.2% year-on-year), and profit attributable to
owners of parent of 33,230 million yen (up 9.9% year-on-year).

Review of Operations

<Elastomers Business Segment>

The production of automobile tires, one of the segment’s main cus-
tomer industries, increased from the previous year in Europe and
Asia, led by China, while it remained unchanged from the previous
year's level in Japan.

Under such circumstances, revenue from the Elastomers Business
increased above the previous year's level due to sales price revisions
to reflect butadiene prices, which shot up in the fourth quarter of the
previous year. This was achieved despite a slight decline in the over-
all sales volume compared to the previous year, in which exports were
robust. Operating profit was also upsignificantly over the previous year
because of improved profitability caused by sales price revisions and
because of a rise in the sales volume of SSBR for fuel-efficient tires at
JSR BST Elastomer Co., Ltd. (JBE), a joint venture in Thailand where
second-phase facilities went into operation.

As a result, the Elastomers Business segment posted an operat-
ing profit of 14,870 million yen (up 69.0% year-on-year) on revenue
of 197,373 million yen (up 6.5% year-on-year).

<Plastics Business Segment>
The sales volume of plastics increased from the previous year owing
mainly to increased demand from overseas customers in automo-
biles, one of the segment’s main customer industries. Revenue was
up from the previous year because, in addition to the higher sales
volume, product prices were revised to reflect the jump in raw mate-
rial prices. Operating profit was driven significantly higher by the
greater sales volume and improved profits from higher sales prices.
As a result, the Plastics Business segment posted an operat-
ing profit of 5,575 million yen (up 44.8% year-on-year) on revenue of
52,161 million yen (up 13.3% year-on-year).

<Fine Chemicals and Other Products Business Segment>
Revenue rose from the previous year, but operating profit remained
unchanged in the Fine Chemicals and Other Products Business seg-
ment as a whole.

Years ended March 31 2015 2016 2017 Years ended March 31 2017 2018
Elastomers Business ¥198,958 ¥179,253 ¥185,345 Elastomers Business ¥185,345 ¥197,373
Operating profit 10,736 7,492 8,340 Operating profit 8,800 14,870
Plastics Business 55,161 52,207 46,035 Plastics Business 46,035 52,161
Operating profit 2,842 5,114 3,773 Operating profit 3,850 5,575
Fine Chemicals and Other Products Business 149,954 155,250 159,218 Fine Chemicals and Other Products Business 157,075 172,395
Operating profit 24,490 21,803 20,257 Operating profit 23,293 23,124
Net Sales 404,073 386,709 390,599 Revenue 388,455 421,930
Operating profit ¥ 38,068 ¥ 34,409 ¥32,370 Operating profit ¥ 35,943 ¥ 43,569

*From FY ended March 2018, IFRS has been applied.
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The semiconductor materials business saw a dramatic increase
in revenue. This was due to particularly favorable growth in semi-
conductor demand as well as increased sales volume at the seg-
ment's main customers, particularly for cutting-edge photoresists,
and growth in sales volume of peripheral materials such as CMP
materials, cleaning solutions, and packaging materials. In the dis-
play materials business, prices fell due to competition pressures and
the overall sales volume declined, but the sales volume did grow in
China, where panel production is expanding rapidly. Revenue from
the Life Sciences Business climbed as a result of revenue growth
in diagnostic reagent materials, in addition to expanded sales vol-
ume by a Group company KBI Biopharma, Inc. (KBI). Operating
profit, however, remained unchanged from the previous year, in large
part because of additional advance capital investment in the Life
Sciences Business for future business expansion.

As a result, the Fine Chemicals and Other Products Business
segment posted an operating profit of 23,124 million yen (down
0.7% year-on-year) on revenue of 172,395 million yen (up 9.8%
year-on-year).

Business Outlook

The following is the outlook of the Group’s main customer industries
at a time of uncertainty in global economic trends. JSR forecasts that
automobile tire production will remain unchanged from 2017 lev-

els in Japan but will grow overseas, particularly in China and other
Asian countries, North America, and Europe. Automobile produc-
tion is expected to decline slightly in Japan from 2017 levels, but it is
forecast to grow overseas, especially in emerging markets in South
America and in Asia outside of China. The semiconductor market will
see favorable progress, driven by such factors as higher smartphone
demand and increases in data center applications. The display mar-
ket will also likely see robust progress in panel production, and pro-
duction in China will continue to surge.

In the Elastomers Business, JSR forecasts expansion in global tire
demand. In this industry, we anticipate steady growth in demand for
SSBR for fuel-efficient tires. Under such circumstances, we will strive
to bolster sales by taking advantage of the new second-phase facilities
at JBE in Thailand that are now in operation along with the first-phase
facilities, which are in full operation. We also plan to address further
demand expansion with the launch of JSR MOL Synthetic Rubber Ltd.
(JMSR) scheduled for FY 2018, a joint venture in Hungary.

In the Plastics Business, JSR established the new Group company
Techno-UMG Co., Ltd. in April 2018 through a business integration of
the Group company Techno Polymer Co., Ltd. and UMG ABS, Ltd., a
company equally owned by Mitsubishi Chemical Corporation and Ube
Industries, Ltd. Techno-UMG Co., Ltd. will improve manufacturing
efficiencies and cost competitiveness, introduce more differentiated
products, and expand sales in high-end markets overseas.

In the Fine Chemicals and Other Products Business, our semi-
conductor materials business will strive to maintain its global market
competitiveness with lithography materials for state-of-the-art 10 nm
generation processes and continue to expand sales of peripheral semi-
conductor materials such as mounting materials, solvents, and CMP
materials. We are also moving toward volume production of extreme

ultraviolet (EUV) lithography materials intended for the next 7 nm gen-
eration at EUV Resist Manufacturing & Qualification Center N.V. (EUV
RMQC), a joint venture providing manufacturing and quality control
services that we established with imec, a world-leading research insti-
tute in cutting-edge nanoelectronics technology in Belgium.

In the display materials business, although we expect contin-
ued solid growth in the liquid crystal panel market, we will strive to
increase sales by launching full-scale operations in FY 2018 at JSR
Micro (Changshu) Co., Ltd., a joint venture manufacturing company
in the Chinese market, where considerable growth is expected,
while simultaneously continuing with business reforms to secure
business revenues as display materials become more generalized
and competition intensifies.

In the Life Sciences Business, JSR made Selexis S.A., which
has cell-line generation technology enabling stable and efficient pro-
duction of antibodies, a consolidated subsidiary in FY 2017, follow-
ing KBl and MEDICAL & BIOLOGICAL LABORATORIES CO., LTD.
(MBL). JSR has also agreed to make Crown Bioscience International,
a provider of preclinical drug discovery and development services,

a consolidated subsidiary. These Group companies will work in uni-
son to develop our drug-discovery-process support business, which
includes the provision of magnetic particles, protein A media, and
other materials. We will concentrate on realizing benefits from
advance investments, pursuing further sales expansion, and improv-
ing operating profits.

For FY ending March 2019, JSR forecasts revenue of 490,000
million yen (up 16.1 percent year-on-year), operating profit of 48,000
million yen (up 10.2 percent year-on-year), and profit attributable to
owners of parent of 33,500 million yen (up 0.8 percent year-on-year).
These forecasts assume an exchange rate of 105 yen per U.S. dollar.

JSR Group has maintained three reporting segments: Elastomers
Business, Plastics Business, and Fine Chemicals and Other Products
Business. With the expansion of the Life Sciences Business, how-
ever, Life Sciences Business will become a new reporting seg-
ment starting in FY ending March 2019. Furthermore, the previous
Petrochemical Products Business and the Fine Chemicals and Other
Products Business will be discontinued, and the Fine Chemicals
Business will be renamed Digital Solutions Business and made a
reporting segment. Accordingly, the Group reporting segments from
FY ending March 2019 will be the Elastomers Business, the Digital
Solutions Business, the Life Sciences Business, and the Plastics
Business led by Techno-UMG Co., Ltd. The positioning of the report-
ing segments will be as shown below.

Elastomers Business

Plastics Business Semiconductor Materials Business
Digital Solutions Business Display Materials Business
Life Sciences Business

Edge Computing Business

Other Businesses
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Analysis of Financial Position

Analysis of Assets, Liabilities, and Net Assets
Total assets as of March 31, 2018 amounted to 647,699 million yen,
up 69,215 million yen from a year earlier.

Current assets totaled 357,908 million yen, up 13,780 million yen,
mainly due to an increase in cash and cash equivalents, and trade
and other receivables, despite a decrease in other financial assets.

Non-current assets totaled 289,791 million yen, up 55,435 million
yen, due to an increase in property, plant and equipment, other finan-
cial assets, and other assets.

Total liabilities amounted to 236,084 million yen, up 33,963 million
yen from a year earlier, due to an increase in borrowings, trade and
other payables, other current liabilities, and other liabilities.

In terms of equity, total equity attributable to owners of parent
amounted to 393,499 million yen, up 31,610 million yen, due to an
increase in retained earnings and other equity. Total equity, includ-
ing non-controlling interests, amounted to 411,615 million yen, up
35,252 million yen.

Analysis of Cash Flows
Cash and cash equivalents (“funds”) as of March 31, 2018 stood at
124,956 million yen, up 27,539 million yen from a year earlier.

Net cash provided by operating activities amounted to 43,596 mil-
lion yen, down 898 million yen from the previous year. The main fac-
tors included profit before tax of 46,206 million, depreciation and
amortization of 16,973 million yen, and income taxes paid of 15,892
million yen.

Net cash used in investing activities totaled 20,423 million yen,
down 20,799 million yen from the previous year. The main factors
were 37,312 million yen in expenditures for the purchase of prop-
erty, plant and equipment and a decrease in time deposits of 22,205
million yen.

Net cash provided by financing activities totaled 3,860 million
yen, up 7,395 million yen from the previous year. The main factors
were 18,173 million yen in proceeds from long-term borrowings and
11,127 million yen in dividends paid.

Basic Policy on Profit Allocation and Dividends for the Fiscal Year ended March 31, 2018 and

the Fiscal Year ending March 31, 2019

With respect to profit appropriation, the Company regards business
growth over the long term as its top priority. To generate sustainable
long-term growth, JSR strives to increase its competitiveness by
developing new businesses through the reinforcement of research
and development activities.

The Company will appropriate profits by taking into account busi-
ness performance and medium- and long-term demand for funds,
while paying continuous, stable cash dividends based on consider-
ation of taking balance between appropriating profits and retaining
earnings necessary for future business advancement. Carefully con-
sidering the stock market environment and other factors, JSR will
comprehensively study purchases of treasury shares as a measure
to return profits to shareholders. JSR allocates retained earnings to

Risk Information

a variety of investments linked to future growth of businesses, con-
tributing to the enhancement of corporate value. During the JSR20i9
mid-term business plan, JSR aims for a return to shareholders,
through a combination of dividends and share buybacks, of more
than 50 percent.

Based on this policy, as already announced, we have decided to pay
a year-end dividend of 25.00 yen per share, the same amount as the
interim dividend. Including the interim dividend already paid, the total
annual dividend for FY ended March 2018 will be 50.00 yen per share.

With regard to the dividend for the next fiscal year (FY ending
March 2019), JSR plans to pay 60.00 yen per share annually (an
interim dividend of 30.00 yen and a year-end dividend of 30.00 yen),
taking into account the business outlook.

JSR Group is exposed to the following risks that may impact on
operating results, financial position, cash flows and other aspects
of performance. Forward-looking statements in this discussion
are based on JSR's judgments as of March 31, 2016. Risks at JSR
include, but are not limited to, the following items:

(1) Changes in Demand due to Economic Trends

In the major industries where JSR Group’s products are sold, such
as automobiles and electronics, demand is influenced by the eco-
nomic climate in a country or region. An economic slowdown could
reduce demand in an industry and adversely affect JSR Group's
operating results.

(2) Fluctuation in Prices for Crude Oil, Naphtha and Other
Major Raw Materials

Higher prices for crude oil and naphtha, or changes in the markets

for JSR's major raw materials, could raise prices of raw materials and

adversely affect JSR Group’s operating results, especially in the elas-

tomers business and emulsions business.

(3) Fluctuation in Exchange Rates

As JSR Group undertakes product exports in foreign currencies and
imports goods such as raw materials, the Company takes measures
to reduce risks such as entering into forward exchange contracts;
however, fluctuation in exchange rates could give rise to adverse 06
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JSR Corporation Annual Report 2017 outcomes. In addition, oper-
ating results of consolidated subsidiaries and equity-method affil-
iates located overseas are converted into Japanese yen amounts
for the purposes of preparing the consolidated financial statements.
However, due to the yen's appreciation, JSR Group's business
results could be adversely affected.

(4) Procurement of Raw Materials

JSR Group works to ensure a stable supply of raw materials by pro-
curing materials from a number of sources. However, an interruption
to the supply of raw materials due to an accident, bankruptcy or qual-
ity problem at a supplier could adversely affect production activities
and JSR Group's operating results.

(5) Development of New Products

Rapid technological progress is constantly taking place in the elec-
tronics industry, which is the primary source of demand for semi-
conductor manufacturing materials, display materials and edge
computing related items, the major products of JSR Group's fine
chemicals and other products business. JSR is constantly working
on developing state-of-the-art materials in line with this progress.
However, unforeseen changes in the industry or market could pre-
vent the timely development of new products and adversely affect
JSR Group's operating results.

(6) R&D Involving Next-Stage Growth Businesses

JSR Group makes substantial investments in R&D to create next-
stage growth businesses. However, there is no guarantee that these
R&D activities will always yield worthwhile results. Depending on
R&D results, there could be an adverse effect on JSR Group’s oper-
ating results.

(7) Protection of Intellectual Property

Protection of intellectual property is extremely important for JSR
Group's business activities. JSR has established a system for pro-
tecting its intellectual property and takes various actions as required.
However, a dispute about intellectual property with another company
or an infringement on JSR's intellectual property by another com-
pany could adversely affect JSR Group’s operating results.

(8) Product Quality Assurance and Product Liability

JSR Group has a product quality assurance system and product lia-
bility insurance. However, damage or injury caused by a product
manufactured by JSR Group could adversely affect JSR Group's
operating results.

(9) Natural Disasters and Accidents

To minimize the negative effect on its business activities of any dis-
ruption to manufacturing activities, all JSSR Group manufacturing facil-
ities have established countermeasures based on the identification
of all potential sources of a crisis and conducts periodic inspections
of facilities. The Group also works constantly on safety measures
with regard to earthquakes and other natural disasters. However, a
major natural disaster or accident that damages a production facility

or disrupts manufacturing could adversely affect JSR Group’s operat-
ing results.

JSR’s main production facility, the Yokkaichi Plant, houses pri-
vate power generation equipment, and the Kashima Plant is able
to access electric power from shared power generation facilities
when necessary. In the event that electric power shortages become
severe due to natural disasters and the like, however, JSR Group's
operating results could be affected.

(10) Environmental Issues
Positioning environmental protection as an important element of its
operations, JSR Group complies with all laws and regulations concern-
ing the environment. The Group also takes actions aimed at reducing
its environmental impact, lowering and eliminating waste materials,
and cutting energy and resource consumption. The Group has taken
many actions to prevent the external release of all types of chemicals.
However, in the event that a spill occurs or that environmental
regulations become stricter, the Group’s business activities could
be restricted, the Group may have to pay compensation and other
expenses, or the Group may have to make substantial capital expen-
ditures. Any of these events could adversely affect JSR Group's
operating results.

(11) Overseas Operations

JSR Group is aggressively expanding operations on a global scale,
conducting manufacturing, sales and other activities in countries
and regions in the North America, Europe, Asia and other parts of
the world. Overseas operations are exposed to a number of risks
that include, but are not limited to, an unfavorable political environ-
ment or economic trends; labor disputes and other problems due to
differences in labor laws and other working conditions; difficulty in
recruiting and retaining employees; an adverse impact on business
activities due to an inadequate social infrastructure; and the impact
of wars, terrorism and other social instability. Any of these events
could adversely affect JSR Group's operating results.

(12) Laws and Regulations

In the countries where it operates, JSR Group is subject to various
laws and regulations involving business and investment permits,
export and import activities, trade, labor relations, intellectual prop-
erty, taxes, foreign exchange and other items. The Group has estab-
lished a clear compliance policy in order to ensure strict observance
of laws and regulations as well as ethical standards. In the event that
a law or regulation is violated, or a law or regulation becomes stricter
or is significantly altered, there could be limitations to the Group's
business activities or additional compliance costs. Any of these
events could adversely affect JSR Group’s operating results.

(13) Litigation

In conjunction with its business activities in Japan and overseas,
JSR Group may be sued or be involved in other litigation concern-
ing a dispute with a supplier, customer or other external party. The
outcome of significant litigation could adversely affect JSR Group'’s
operating results.
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CONSOLIDATED FINANCIAL STATEMENTS

Financial Section

1. Preparation Policy of the Consolidated Financial Statements
The consolidated financial statements of the Company are prepared in accordance with International Financial Reporting Standards (here-
inafter “IFRS") pursuant to the provisions of Article 93 of the Regulation on Terminology, Forms and Preparation Methods of Consolidated
Financial Statements (Ministry of Finance Order No. 28 of 1976; hereinafter the “Regulation on Consolidated Financial Statements”).

2. Audit Certification
In accordance with the provisions of Article 193-2, paragraph 1 of the Financial Instruments and Exchange Act of Japan, the consoli-
dated financial statements for the fiscal year ended March 31, 2018 were audited by KPMG AZSA LLC.

3. Special Efforts to Ensure the Appropriateness of Consolidated Financial Statements, etc., and Development
of a System for Fair Preparation of Consolidated Financial Statements, etc. in Accordance with IFRS
(1) The Company has implemented special efforts to ensure the appropriateness of consolidated financial statements, etc. Specifically,
the Company has become a member of the Financial Accounting Standards Foundation and obtains information including the latest
accounting standards in order to develop a system that enables it to properly understand contents of accounting standards, etc. or
respond appropriately to changes in accounting standards, etc. In addition, the Company’s staff members have attended seminars,
lectures and other events held by the Accounting Standards Board of Japan.

(2) For the adoption of IFRS, the Company keeps up with the latest accounting standards by obtaining press releases and standards
published by the International Accounting Standards Board as needed. To prepare appropriate consolidated financial statements
under IFRS, the Company has developed accounting policies, etc. of the Group in accordance with IFRS and performs accounting
procedures based on these policies.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2017 and 2018

Thousands of

Millions of yen U.S. dollars
IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Assets
Current assets
Cash and cash equivalents (Notes 7, 8 and 18) ¥ 97,283 ¥ 97,416 ¥ 124,956 $ 1,176,164
Trade and other receivables (Notes 7, 9, 18 and 31) 91,034 111,130 122,476 1,152,824
Inventories (Notes 11, 13 and 18) 77,857 81,918 87,567 824,237
Other financial assets (Notes 10, 18 and 31) 28,868 44,970 13,776 129,666
Other current assets (Notes 7, 12 and 18) 9,101 8,695 9,134 85,974
Total current assets 304,142 344,128 357,908 3,368,865
Non-current assets
Property, plant and equipment (Notes 7, 13, 15 and 18) 120,612 131,748 159,834 1,504,466
Goodwill (Notes 7, 14 and 15) 9,354 9,331 19,389 182,501
Other intangible assets (Notes 7, 14 and 18) 8,133 9,190 10,403 97,923
Investments accounted for using equity method (Note 16) 23,206 21,712 24,777 233,217
Retirement benefit asset — 373 1,003 9,437
Other financial assets (Notes 10 and 31) 47,185 46,529 64,970 611,540
Other non-current assets (Notes 12 and 18) 5,819 7,129 1,862 17,531
Deferred tax assets (Note 17) 7,481 8,343 7,552 71,084
Total non-current assets 221,790 234,355 289,791 2,727,699
Total assets 525,933 578,484 647,699 6,096,564
Liabilities and equity
Liabilities
Current liabilities
Trade and other payables (Notes 19 and 31) 77,984 95,037 110,303 1,038,248
Borrowings (Notes 18 and 31) 20,793 23,740 25,947 244,234
Income taxes payable 1,948 8,360 4,520 42,547
Other financial liabilities (Notes 18 and 31) 546 626 641 6,036
Other current liabilities (Notes 7 and 21) 10,191 11,357 12,607 118,666
Total current liabilities 111,461 139,120 154,019 1,449,731
Non-current liabilities
Borrowings (Notes 7, 18 and 31) 22,245 38,381 53,456 503,165
Retirement benefit liability (Note 20) 15,180 13,904 14,500 136,485
Other financial liabilities (Notes 18, 31 and 35) 2,534 2,005 1,674 15,756
Other non-current liabilities (Note 21) 2,448 2,278 2,480 23,339
Deferred tax liabilities (Note 17) 6,223 6,432 9,955 93,699
Total non-current liabilities 48,630 63,000 82,064 772,442
Total liabilities 160,091 202,120 236,084 2,222,173
Equity
Equity attributable to owners of parent
Share capital (Note 22) 23,320 23,320 23,370 219,977
Capital surplus (Note 22) 26,110 18,441 18,502 174,150
Retained earnings (Note 22) 288,147 309,517 331,913 3,124,185
Treasury shares (957) (5,396) (5,358) (50,429)
Other components of equity (Note 22) 15,569 16,006 25,071 235,986
Total equity attributable to owners of parent 352,189 361,889 393,499 3,703,869
Non-controlling interests 13,653 14,475 18,116 170,522
Total equity 365,842 376,364 411,615 3,874,391
Total liabilities and equity ¥ 525,933 ¥ 578,484 ¥ 647,699 $ 6,096,564

See accompanying notes.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2017 and 2018

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended
March 31, 2018

Revenue (Notes 6 and 24) ¥ 388,455 ¥ 421,930 $ 3,971,478
Cost of sales (Notes 11 and 13) (272,422) (291,796) (2,746,572)
Gross profit 116,034 130,134 1,224,906
Selling, general and administrative expenses (Notes 7, 13, 25 and 30) (81,759) (86,977) (818,682)
Other operating income (Note 26) 4,906 2,262 21,289
Other operating expenses (Note 26) (3,916) (2,187) (20,586)
Share of profit of investments accounted for using equity method 678 338 3,177
Operating profit (Note 6) 35,943 43,569 410,104
Finance income (Notes 6 and 27) 3,045 3,659 34,436
Finance costs (Notes 6 and 27) (694) (1,022) (9,619)
Profit before tax (Note 6) 38,294 46,206 434,922
Income taxes (Notes 17 and 28) (7,776) (11,227) (105,676)
Profit ¥ 30,518 ¥ 34,979 $ 329,246
Profit attributable to:
Owners of parent 30,243 33,230 312,784
Non-controlling interests (Note 32) 275 1,749 16,463
Total ¥ 30,518 ¥ 34,979 $ 329,246
Yen U.S. Dollars

Earnings per share
Basic earnings per share (Note 29)

Diluted earnings per share (Note 29)

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended
March 31, 2018

¥1356.17 ¥ 149.32
134.77 148.89

$1.41
1.40

See accompanying notes.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2017 and 2018

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended

March 31, 2017

March 31, 2018

Fiscal year ended
March 31, 2018

Profit ¥ 30,518 ¥ 34,979 $ 329,246
Other comprehensive income
Items that will not be reclassified to profit or loss
Net change in financial assets measured at fair value through
other comprehensive income (Notes 10 and 28) 2,781 8,046 75,739
Remeasurements of defined benefit plans (Note 28) 918 160 1,505
Share of other comprehensive income of entities accounted for
using equity method (Notes 16 and 28) 51 (50) (471)
Items that may be reclassified to profit or loss
Net change in fair value of cash flow hedges (Note 28) 295 154 1,454
Exchange differences on translation of foreign operations (Note 28) (303) 1,001 9,420
Share of other comprehensive income of entities accounted for
using equity method (Notes 16 and 28) (1,179) 1,581 14,878
Total other comprehensive income, net of tax 2,564 10,892 102,525
Total comprehensive income 33,082 45,871 431,771
Comprehensive income attributable to:
Owners of parent 32,946 43,275 407,332
Non-controlling interests 135 2,596 24,439
Total ¥ 33,082 ¥ 45,871 $ 431,771

See accompanying notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2017 and 2018

Fiscal year ended March 31, 2017 Millions of yen
Equity attributable to owners of parent Non-
Share Capital Retained Treasury Other compo- controlling Total
capital surplus earnings shares nents of equity Total interests equity
Balance at April 1, 2016 ¥ 23,320 ¥ 26,110 ¥ 288,147 ¥ (957) ¥ 15,569 ¥ 352,189 ¥ 13,653 ¥ 365,842
Profit 30,243 30,243 275 30,5618
Other comprehensive income 2,703 2,703 (140) 2,564
Total comprehensive income — — 30,243 — 2,703 32,946 135 33,082
Share-based payment transactions (4) (4) (4)
Dividends (Note 23) (11,202) (11,202) (90) (11,291)
Changes in treasury shares 8 (4,439) (4,432) (4,432)
Transfer from other components of equity to
retained earnings 2,271 (2,271) — —
Changes in non-controlling interests (7,671) 5 (7,666) 741 (6,925)
Other movements 57 57 35 92
Total transactions with owners, etc. — (7,668) (8,873) (4,439) (2,266) (23,246) 687 (22,559)
Balance at March 31, 2017 ¥ 23,320 ¥ 18,441 ¥ 309,517 ¥ (5,396) ¥ 16,006 ¥ 361,889 ¥ 14,475 ¥ 376,364
Fiscal year ended March 31, 2018 Millions of yen
Equity attributable to owners of parent Non-
Share Capital Retained Treasury Other compo- controlling Total
capital surplus earnings shares nents of equity Total interests equity
Balance at April 1, 2017 ¥ 23,320 ¥ 18,441 ¥ 309,517 ¥ (5,396) ¥ 16,006 ¥ 361,889 ¥ 14,475 ¥ 376,364
Profit 33,230 33,230 1,749 34,979
Other comprehensive income 10,045 10,045 847 10,892
Total comprehensive income — — 33,230 — 10,045 43,275 2,596 45,871
Share-based payment transactions 50 27 (25) 52 52
Dividends (Note 23) (11,127) (11,127) (42) (11,169)
Changes in treasury shares 5 38 43 0 43
Transfer from other components of equity to
retained earnings 292 (292) — —
Changes in non-controlling interests 28 4 32 111 143
Other movements 1 (666) (665) 976 311
Total transactions with owners, etc. 50 60 (10,833) 38 (980) (11,665) 1,045 (10,620)
Balance at March 31, 2018 ¥ 23,370 ¥ 18,502 ¥ 331,913 ¥ (5,358) ¥ 25,071 ¥ 393,499 ¥ 18,116 ¥ 411,615
Fiscal year ended March 31, 2018 Thousands of U.S. dollars
Equity attributable to owners of parent Non-
Share Capital Retained Treasury Other compo- controlling Total
capital surplus earnings shares nents of equity Total interests equity
Balance at April 1, 2017 $ 219,505 $173,582 $2,913,373 $(50,790)  $ 150,662 $ 3,406,332 $136,247 $3,542,579
Profit 312,784 312,784 16,463 329,246
Other comprehensive income 94,549 94,549 7,976 102,525
Total comprehensive income — — 312,784 — 94,549 407,332 24,439 431,771
Share-based payment transactions 472 252 (236) 488 488
Dividends (Note 23) (104,733) (104,733) (397) (105,130)
Changes in treasury shares 47 361 409 0 409
Transfer from other components of equity to
retained earnings 2,753 (2,753) — —
Changes in non-controlling interests 268 36 304 1,042 1,346
Other movements 8 (6,272) (6,264) 9,191 2,928
Total transactions with owners, etc. 472 568 (101,972) 361 (9,225) (109,795) 9,836 (99,959)
Balance at March 31, 2018 $219,977 $174,150 $ 3,124,185 $(50,429) $235,986 $ 3,703,869 $ 170,522 $ 3,874,391

See accompanying notes.
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CONSOLIDATED STATEMENT OF CASH FLOWS

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2017 and 2018

Thousands of

Millions of yen U.S. dollars
As of March 31, As of March 31, As of March 31,
2017 2018 2018
Cash flows from operating activities
Profit before tax ¥ 38,294 ¥ 46,206 $ 434,922
Depreciation and amortization 14,758 16,973 159,765
Interest and dividend income (1,369) (2,321) (21,844)
Interest expenses 694 1,022 9,617
Share of loss (profit) of investments accounted for using equity method (678) (338) (3,177)
Impairment loss 2,111 — —
Decrease (increase) in trade and other receivables (20,562) (9,798) (92,226)
Decrease (increase) in inventories (4,367) (5,421) (51,022)
Increase (decrease) in trade and other payables 21,908 9,388 88,364
Other (5,629) 2,003 18,854
Interest and dividends received 2,128 2,749 25,872
Interest paid (478) (976) (9,183)
Income taxes paid 4,171) (15,892) (149,584)
Income taxes refund 1,858 — —
Net cash provided by (used in) operating activities 44,494 43,596 410,358
Cash flows from investing activities
Net decrease (increase) in time deposits (19,714) 22,205 209,010
Net decrease (increase) in marketable securities 4,500 8,000 75,301
Purchase of property, plant and equipment (33,143) (37,312) (351,209)
Proceeds from sale of property, plant and equipment 1,368 733 6,902
Proceeds from transfer of business 772 — —
Purchase of investments (2,833) (5,403) (50,856)
Proceeds from sale of investments 5,417 1,179 11,101
Purchase of shares of subsidiaries resulting in change in scope of consolidation — (9,231) (86,885)
Payments for sale of shares of subsidiaries resulting in change in
scope of consolidation (98) —_ —
Purchase of shares in associates (74) (1,104) (10,387)
Proceeds from sale of shares in associates 1,249 — —
Payments for loans receivable (294) (2,292) (21,570)
Collection of loans receivable 1,550 2,968 27,934
Other 77 (168) (1,580)
Net cash provided by (used in) investing activities (41,223) (20,423) (192,238)
Cash flows from financing activities
Net increase (decrease) in short-term borrowings (Note 18) 629 3,379 31,803
Repayments of long-term borrowings (Note 18) (4,766) (5,951) (56,019)
Proceeds from long-term borrowings (Note 18) 24,034 18,173 171,058
Payments for purchase of treasury shares (4,526) (2) (21)
Dividends paid (Note 23) (11,200) (11,127) (104,734)
Dividends paid to non-controlling interests (81) (42) (395)
Proceeds from non-controlling interests 1,141 — —
Purchase of shares of subsidiaries not resulting in change in scope of
consolidation (8,098) (0) (1)
Proceeds from sales shares of subsidiaries not resulting in change in
scope of consolidation — 98 922
Other (668) (667) (6,278)
Net cash provided by (used in) financing activities (3,535) 3,860 36,334
Effect of exchange rate changes on cash and cash equivalents 397 506 4,765
Increase (decrease) in cash and cash equivalents 134 27,539 259,219
Cash and cash equivalents at beginning of period 97,283 97,416 916,945
Cash and cash equivalents at end of period ¥ 97,416 ¥ 124,956 $ 1,176,164

See accompanying notes.
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NOTES ON CONSOLIDATED FINANCIAL STATEMENTS

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2017 and 2018

(1) Reporting Entity

JSR Corporation (the “Company") is incorporated in Japan. The con-
solidated financial statements comprise the Company and its sub-
sidiaries (collectively, the “Group”). The Group is primarily engaged
in the Elastomers Business, the Plastics Business, and the Fine

(2) Basis of Preparation

Chemicals and Other Products Business, as well as businesses
related to these. The products of these businesses are wide ranging.
See the note “(6) Segment Information” for further details.

1) Compliance with Accounting Standards
The Group meets the requirements of a “specified company” set
forth in Article 1-2 of the “Ordinance on Consolidated Financial
Statements.” Accordingly, the Group prepares consolidated finan-
cial statements in accordance with IFRS pursuant to the provisions
of Article 93 of said Ordinance.

The Group has adopted IFRS from the current fiscal year (April
1, 2017 to March 31, 2018), and the annual consolidated financial
statements for the current fiscal year will be the first consolidated
financial statements prepared in accordance with IFRS. The date
of transition to IFRS was April 1, 2016, and the Group has applied
IFRS 1 — First-time Adoption of International Financial Reporting
Standards. The effects of the transition from Japanese GAAP to
IFRS are stated on the note “(36) Disclosure on Transition to IFRS.”

2) Basis for Measurement

The Group's consolidated financial statements, with the exception
of assets pertaining to post-employment benefit plans, financial
instruments measured at fair value, etc., stated on “(4) Significant
Accounting Policies,” are prepared on a historical cost model.

3) Presentation Currency and Units

The Group's consolidated financial statements are presented in
Japanese yen, the currency of the primary economic environment
in which the Company performs business activities (the “functional
currency”), with amounts rounded to the nearest million yen.

The translation of the amounts in Japanese yen into U.S. dol-
lars is included solely for the convenience of readers outside Japan,
using the prevailing exchange rate on March 31, 2018, which was
¥106.24 to U.S. $1.00. The amounts translated should not be con-
strued as representations that the amounts in Japanese yen have
been, could have been, or could in the future be, converted into
U.S. dollars at this or any other rates of exchange.

4) Matters Related to Early Adoption of New Standards
The Group was in compliance with IFRS effective as of June
30, 2017 and has early adopted IFRS 9 “Financial Instruments”
(Revised in July 2014).

5) Authorization of Consolidated Financial Statements

The consolidated financial statements have been authorized by
Mitsunobu Koshiba, the Company'’s representative director and pres-
ident, and Hideki Miyazaki, the Company’s CFO, on June 15th, 2018.

(3) Explanation of New Standards and Interpretations Not Applied

Of the major new or revised standards and interpretations pub-
lished prior to the date of authorization of the consolidated finan-
cial statements, the Group is not applying the following standards
at the end of the current fiscal year because their application is not
yet mandatory. The Group estimates, at the present time, that the

application of IFRS 15 “Revenue from Contracts with Customers”
will have no significant impact on the Group’s consolidated finan-

cial statements. In addition, the impacts of the application of IFRS
16 “Leases” on the Group's consolidated financial statements are
under review and cannot be estimated at the present time.

Standard Name of Standard I\/Ian_datory The Group s Summary of New / Revised Standard
Effective Date application timing
Revenue from Contracts Reoorting period endin Revises accounting related to recognition of revenue
IFRS15 January 1, 2018 porung p 9 (replaces IAS 11, IAS 18, IFRIC 13, IFRIC 15, IFRIC
with Customers March 2019
18, and SIC-31)
IFRS 16 Leases January 1, 2019 Reporting period ending Revises accounting related to lease contracts

March 2020

(replaces IAS 17, IFRIC 4, SIC-15, and SIC-27)
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(4) Significant Accounting Policies

The significant accounting policies that have been applied to the
consolidated financial statements are as follows and are identical
to those applied to all periods stated in the consolidated financial
statements (including the consolidated statement of financial posi-
tion on the date of transition to IFRS).

1) Basis of Consolidation

(i) Subsidiaries

Subsidiaries refer to all entities controlled by the Group. The Group
is deemed to have control over an entity if it has exposure or rights
to variable returns from its involvement in the entity and has the
ability to use its power over an entity to affect such returns. The
financial statements of subsidiaries are included in the Group's
consolidated financial statements from the date that control com-
mences until the date the control ceases.

In cases where the accounting policies applied by a subsidi-
ary are different from those applied by the Group, adjustments
are made to the subsidiary’s financial statements, if necessary. All
intergroup balances of payables and receivables, internal transac-
tions and unrealized gains or losses arising from transactions within
the Group are eliminated in preparing the consolidated financial
statements.

When the Company retains control when there has been partial
disposal of ownership interest in a subsidiary, the partial disposal
is accounted for as an equity transaction. Any difference between
the amount by which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is recognized
directly in equity attributable to owners of parent.

If the Company loses control over the subsidiary, gains or losses
derived from such loss are recognized as profit or loss.

When the fiscal year-end of a subsidiary is different from the
end of reporting period of the Group, the Company uses financial
statements of the subsidiary based on the provisional accounting
as of the end of reporting period of the Group.

(ii) Associates

Associates are entities over which the Group has significant influ-
ence, and of which does not have control over the financial and
operating policies. The equity method is applied to all associates
from the date that the Group acquires significant influence to the
date that it loses the significant influence.

Goodwill recognized on acquisition (less accumulated impair-
ment losses) is included in investments in associates.

In cases where the accounting policies applied by an associ-
ate are different from those applied by the Group, adjustments are
made to the associate’s financial statements, if necessary.

(iii) Joint Ventures

A joint venture is an entity jointly controlled by two or more par-
ties including the Group under the contractually agreed sharing of
control over economic activities of the joint venture, which exists
only when decisions for strategic financial and operating decisions
related to relevant activities require unanimous consent of the

parties sharing control.

Joint ventures of the Group are accounted for using the equity
method.

In cases where the accounting policies applied by a joint ven-
ture are different from those applied by the Group, adjustments are
made to the joint venture’s financial statements, if necessary.

2) Business Combinations
The Group accounts for business combinations using the acquisi-
tion method.

The aggregate of the consideration paid for a business combina-
tion measured at fair value on the acquisition date and the amount
of non-controlling interests in the acquired entity are taken as the
acquisition costs based on the acquisition method.

Non-controlling interests are measured at equivalent amount for
the fair price of the acquired entity's identifiable net assets and lia-
bilities in proportion to the share of the non-controlling interest.

Ancillary costs incurred relating to business combination such as
brokerage fees, attorney's fees, due diligence costs, and other profes-
sional fees, consulting fees, and other acquisition-related costs are rec-
ognized as expenses in the periods in which such costs are incurred.

In the event that the aggregate amount of fair value of the con-
sideration paid in relation to the business combination, the amount
of non-controlling interests in the acquired entity, and the fair value
of equity interests on the control commencement date in the
acquired entity previously held by the acquiring entity exceeds the
net value of identifiable assets and liabilities at the acquisition date,
the excess amount is recognized as goodwvill.

If, on the other hand, such aggregate amount does not exceed
the net value of identifiable assets and liabilities at the acquisition
date, the difference is recognized in profit or loss. Additional acqui-
sitions of non-controlling interests after the controlling acquisition
are accounted for as capital transactions and are not recognized as
goodwill from the original transaction.

3) Foreign Currency Translation

(i) Functional Currency and Presentation Currency

The Group's consolidated financial statements are presented in
Japanese yen being the Company'’s functional currency. The Group’s
foreign operations generally use the local currency as their functional
currency, but if any currency other than the local currency is primar-
ily used in the economic environment in which the entity operates,
such currency is used as the entity's functional currency.

(ii) Foreign Currency Transactions

Foreign currency transactions, meaning transactions conducted in a
currency other than the respective entity’s functional currency, are
translated into the functional currency either by using the exchange
rates prevailing at the date of the transaction or using an average
rate when there are no material fluctuations in exchange rates.
Monetary assets and liabilities denominated in foreign currencies
are translated into the functional currency at the exchange rates
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prevailing at the reporting date, and exchange differences are rec-
ognized in profit or loss.

(iii) Foreign Operations

The assets and liabilities (including goodwill arising from acquisi-
tions and adjustments of fair value) of foreign operations that use a
currency other than Japanese yen as their functional currency are
translated into Japanese yen at the exchange rates prevailing at the
reporting date. The revenues and expenses of foreign operations
are translated into Japanese yen at the average rates of exchange
over the reporting period, unless there are material fluctuations in
exchange rates. Exchange differences arising from such transla-
tions in foreign operations’ financial statements are recognized in
other comprehensive income, and are included and accounted for
in other components of equity.

4) Cash and Cash Equivalents

Cash and cash equivalents comprise cash in hand, deposits that can
be withdrawn as needed, and short-term investments that are easily
converted into cash and with minimal risk of changes in value.

5) Inventories

Inventories are measured at the lower of cost or net realizable
value. Cost of inventories is calculated based on the weighted-av-
erage cost formula. Net realizable value is the estimated selling
price of inventories in the ordinary course of business, less the
estimated costs of completion and estimated selling expenses.
Inventories and work in process manufactured by the Company
include the amounts of manufacturing overhead appropriately allo-
cated based on the ordinary operating rate.

6) Property, Plant and Equipment
The cost model has been adopted, and all property, plant and
equipment are measured at cost less any accumulated depreciation
and accumulated impairment losses. Cost includes costs directly
attributable to the acquisition of the assets, and the present value
of the estimated costs of removal of the assets and site resto-
ration. Furthermore, borrowing costs that satisfy certain conditions
directly attributable to the acquisition, construction, etc., of the
assets are recognized as part of the cost of the assets.
Depreciation expenses are recognized using the straight-line
method over the estimated useful life of each asset to depreciate
the cost less the residual value of the asset. The estimated use-
ful lives, residual values, and depreciation methods are reviewed
at the end of the reporting period. In the event of the modification
in estimates, any impacts therefrom are recognized in the account-
ing period in which the estimates were modified and in the future
accounting periods.
The estimated useful lives of major assets are as follows:

e Buildings and structures: 15 to 50 years

e Machinery, equipment, and vehicles: 5 to 15 years

e Tools, furniture, and fixtures: 4 to 10 years

7) Intangible Assets

(I) R&D Expenses

Research-related expenditures are recognized as expenses when
they are incurred. Development-related expenditures are capitalized
as intangible assets only when all of the following conditions are sat-
isfied; the amount for such expenditures can be reliably measured;
the products or the processes to be developed therefrom are techni-
cally and commercially viable; there is a high probability of generating
future economic benefits; the Group has intention to complete the
development and use the process or the products therefrom as well
as sufficient resources to make them feasible. All other expenditures
are recognized as expenses when they are incurred.

(ii) Goodwill

The measurement of goodwill at initial recognition is stated in “2)
Business Combinations.” The Group does not amortize goodwill,
but tests for impairment every fiscal year. Impairment of goodwill

is stated in “8) Impairment of Non-Financial Assets.” Impairment
losses of goodwill are recognized as profit or loss and not reversed
subsequently.

After the initial recognition, goodwill is presented at cost less
accumulated impairment losses.

(iii) Intangible Assets Acquired as a Result of a Business
Combination

Cost of intangible assets acquired as a result of a business combi-

nation is measured at fair value on the acquisition date.

Intangible assets acquired as a result of a business combination
are accounted after initial recognition at cost less any accumulated
amortization and accumulated impairment losses, which are amor-
tized using straight-line method over the estimated useful life of
each asset.

(iv) Intangible Assets Acquired Individually

Other intangible assets acquired individually inclusive of software,
patent rights, etc., are accounted at cost less any accumulated
amortization and accumulated impairment losses, which are amor-
tized using the straight-line method over the estimated useful life
of each asset.

The estimated useful life of major asset is as follows:

e Software: b years

8) Impairment of Non-Financial Assets

The Group assesses its non-financial assets, excluding invento-
ries and deferred tax assets at the end of each reporting period to
identify any indications of a potential inability to recover the carry-
ing amount due to changes in such assets or circumstances. If any
such indication exists, impairment testing is conducted.

If the carrying amount of an asset exceeds its recoverable
amount, the difference is recognized as impairment loss.

The recoverable amount of an asset is the higher of the fair
value less costs of disposal and the value in use. In calculating
value in use, the estimated future cash flows from the asset are
discounted to the present value using a before-tax discount rate
that reflects the time value of money and the inherent risks of
the asset. For the purposes of determining impairment, assets
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are grouped into an individual asset or the smallest asset group
(cash-generating unit) generating cash inflows that are largely inde-
pendent of the cash flows of other assets.

Goodwill is tested for impairment once a year periodically,
regardless of whether any indications of impairment exist, and the
cost at the time of acquisition less any accumulated impairment
losses is recognized as the carrying amount.

In the case of property, plant and equipment and intangible
assets, excluding goodwill, for which impairment losses have been
recognized in prior years, an assessment is conducted at the end of
each reporting period to determine if there are any possibilities of
reversal of such impairment losses.

9) Financial Instruments

(9.1) Financial Assets

(i) Initial Recognition and Measurement

The Group initially recognizes financial assets on the date when it
becomes a party to the contract on the financial instruments con-
cerned. Financial assets bought or sold by ordinary methods are
initially recognized on the transaction date. Financial assets are
subsequently classified into those measured at amortized cost or
those measured at fair value.

Financial assets measured at fair value through profit or loss are
initially measured at fair value. Financial assets measured at fair
value through other comprehensive income and financial assets
measured at amortized cost are initially measured at fair value plus
transaction costs that are directly attributable to the acquisition of
the financial asset.

(a) Financial Assets Measured at Amortized Cost
Financial assets are classified as those measured at amortized
cost only when both of the following conditions are satisfied;
the asset is held within a business model whose objective is
to hold assets in order to collect contractual cash flows; the
contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

(b) Financial Assets Measured at Fair Value
Financial assets are classified as those measured at fair value if
they fail to meet either of the two requirements given above.

Of these assets, financial assets which generate, on spec-
ified dates, cash flows that are solely payments of principal
and interest on the principal amount outstanding and which
are held within a business model whose objective is achieved
both by collecting contractual cash flows and by selling the
assets are classified as debt financial assets measured at fair
value through other comprehensive income.

Moreover, for certain equity financial assets, the Group has
made an irrevocable election to present subsequent changes
in fair value in other comprehensive income and classified
these assets as equity financial assets measured at fair value
through other comprehensive income.

Financial assets such as derivative assets, other than the
above assets, are classified as financial assets measured at

fair value through profit or loss.
(ii) Subsequent Measurement
After initial recognition, financial assets are measured according to
their classification as follows:
(a) Financial Assets Measured at Amortized Cost
Measured at amortized cost using the effective interest method
(b) Financial Assets Measured at Fair Value
Measured at fair value on the reporting date
Any changes in fair value of financial assets are recognized
in profit or loss or in other comprehensive income according to
their respective classification of the financial asset. Dividends
received arising from designated equity instruments measured
at fair value through other comprehensive income are recog-
nized in profit or loss. If the fair value of the equity instrument
depreciates materially or if the equity instrument is disposed,
any accumulated other comprehensive income or loss is
reclassified to retained earnings.
(iii) Derecognition
Financial assets are derecognized when the contractual rights to
the cash flows from the investment expire or when the contrac-
tual rights to the cash flows from the investment are assigned and
substantially all the risks and rewards of the Group's ownership of
such financial assets are transferred.
(9.2) Financial Liabilities
(i) Initial Recognition and Measurement
The Group initially recognizes financial liabilities on the contract
date. Financial liabilities are classified into financial liabilities mea-
sured at fair value through profit or loss and financial liabilities mea-
sured at amortized cost. Financial liabilities measured at fair value
through profit or loss are initially measured at fair value, and finan-
cial liabilities measured at amortized cost are initially measured at
fair value less transaction costs that are directly attributable to the
acquisition of the financial liability.
(ii) Subsequent Measurement
After initial recognition, financial liabilities are measured according
to their classification as follows:
(a) Financial Liabilities Measured at Fair Value Through Profit or Loss
Measured at fair value on the reporting date
(b) Financial Liabilities Measured at Amortized Cost
Measured at amortized cost using the effective interest method
(iii) Derecognition
Financial liabilities are derecognized when contractual obligations
are discharged, cancelled, or expired.
(9.3) Offsetting Financial Instruments
Financial assets and liabilities are offset if and only if there is a
legally enforceable right to set off the recognized amount of finan-
cial assets against the recognized amount of financial liabilities; and
there is the intent either to settle on a net basis or to realize assets
and settle liabilities simultaneously.

10) Impairment of Financial Assets
The Group estimates expected credit losses as of the reporting
date for financial assets measured at amortized cost.
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If credit risk has not increased materially from initial recognition,
the 12-month expected credit loss is recognized as allowance for
credit losses. In the case of trade receivables, however, the loss
allowance is always measured at lifetime expected credit loss. If
credit risk has increased materially from initial recognition, the life-
time expected credit loss is recognized as allowance for credit
losses. Judgement as to whether or not a material increase in
credit risk has occurred from the initial recognition is based on
degree of changes in default risk. When the Group judges whether
or not there are material changes in default risk, it reviews the
information on the past due status as well as the following factors;

e External credit grades of the financial asset

e |nternal credit grades

e Results of operations of the borrower

e Financial assistance from the parent company, etc. of the borrower

Expected credit losses are measured as weighted average of the

present value of difference between all contractual cash flows that
are due to the entity in accordance with the contract and all cash
flows that the entity expects to receive, weighted by respective risks
of default occurring. The Group treats any financial assets as a cred-
it-impaired financial asset in cases where the financial asset is con-
sidered to have defaulted, including cases where the financial asset
is significantly past due even after enforcement activities for the per-
formance of obligations are taken and where the debtor files legal
proceedings for bankruptcy, corporate reorganization, civil rehabil-
itation and special liquidation. When the Group has no reasonable
expectations of recovering all or part of a financial asset, the carrying
amount of the asset is directly written off by that amount.

11) Derivatives and Hedge Accounting

Derivatives are initially recognized at fair value on the date when
the derivative contract is entered into and are subsequently remea-
sured at fair value on each reporting date after initial recognition.
Any changes in fair value of derivatives arising from the remea-
surements are recognized in profit or loss of the consolidated
statement of profit or loss. Nonetheless, cash flow hedges are
recognized in other comprehensive income of the consolidated
statement of profit or loss. The Group has designated a portion
of derivatives as hedging instruments of cash flow hedges (a par-
ticular risk related to a recognized asset or liability or a hedge of a
highly probable forecast transaction).

The Group documents, at the start of the transaction, the rela-
tionship between hedging instruments and hedged items as well as
the objectives and strategies for managing risk regarding execution
of their hedging transactions. Furthermore, the Group documents
at the start of the hedge, and on a continuing basis, assessments of
whether or not the derivatives used in the hedging transaction are
effective in offsetting changes in the hedged items' cash flow.

Hedge effectiveness is assessed on a continuing basis, and a
hedge is deemed effective when it satisfies all of the following
conditions: an economic relationship exists between hedged items
and hedging instruments; the effect of credit risk is not such that
it materially dominates value changes arising from the economic

relationship; and the hedge ratio of the hedging relationship is
equivalent to the ratio arising from the volume of hedging instru-
ments and hedged items that are actually being hedged.

The effective portions of changes to the fair price of derivatives
designated as hedging instruments of cash flow hedges and satis-
fying the conditions thereof are recognized in other comprehensive
income. Gains or losses arising from ineffective portions are recog-
nized immediately as profit or loss.

Accumulated gains or losses recognized through other compre-
hensive income are reclassified to profit or loss in the period when
the cash flow originating from the hedged items effects profit or loss.

When hedge accounting conditions are no longer satisfied due
to forfeit, sale, etc., of hedging instruments, hedge accounting will
no longer be applied prospectively. When a hedged future cash
flow is expected to occur again, the accumulated gains or losses
recognized in other comprehensive income will continue to be rec-
ognized as other components of equity. In cases where forecast
transactions are no longer expected to occur, the accumulated
gains or losses recognized in other comprehensive income are
reclassified immediately to profit or loss.

12) Leases

Lease transactions are classified as finance leases whenever the
terms of the lease transfer substantially all the risks and rewards
of ownership to the lessee, while all other leases are classified as
operating leases.

Whether a contract is a lease or whether a contract contains a
lease is determined based on the substance of the contract follow-
ing IFRIC 4 — Determining Whether an Arrangement Contains a
Lease, even when the contract is not legally a lease-type contract.

In finance lease transactions, lease assets and lease liabilities
are recognized in the consolidated statement of financial position at
the lower of the fair value of the leased property calculated on the
inception date of the lease term and the aggregate present value
of the minimum lease payments. Lease payments are allocated to
liabilities and finance costs. Interest components in finance costs
are expensed as profit or loss over the lease term in such a way
that a fixed term interest rate applies to the liability balance in each
reporting period. Lease assets are depreciated using the straight-
line method based on the accounting policies applied to the assets.

In operating lease transactions, lease payments are recognized
as an expense over the lease term on a straight-line basis.

13) Employee Benefits

(i) Short-Term Employee Benefits

Short-term employee benefits are recognized as an expense in the
period in which the employee renders the related service without
discounting. Bonus payments are recognized as liabilities in the
amount estimated to be paid based on the applicable bonus pay-
ment system, when there is a legal or constructive obligation to
pay and the obligation can be estimated reliably.

(ii) Long-Term Employee Benefits

The Group has adopted defined contribution plans and defined
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benefit plans as post-employment benefit plans for employees.

Liabilities (assets) recognized in connection to defined benefit
pension plans are calculated at the present value of defined bene-
fit obligations under such plans at the end of the reporting period
less the fair value of the plan assets. An independent specialist cal-
culates the defined benefit obligations each reporting period using
the projected unit credit method. Any amount recognized as assets
from this calculation is limited to the present value of any future
economic benefit available in the form of refunds from the plans or
reductions in future contributions to the plans when there is possi-
bility for the assets to generate these to the Group. Calculations of
the present value of economic benefits take into consideration the
minimum funding requirement. The present value of defined ben-
efit obligations is calculated by discounting estimated future cash
flows in reference to market yields on high quality corporate bonds
that pay benefits and with maturities similar to the estimated tim-
ing of payment of the obligations.

Changes due to remeasurements of net defined benefit liabili-
ties (assets) that were recognized in other comprehensive income
in the period they occurred are immediately reclassified from other
comprehensive income to retained earnings.

Defined contribution plans are post-employment benefit plans
under which an employer pays fixed contributions into an indepen-
dent entity and has no legal or constructive obligation to pay further
contributions. Contribution obligations under the defined contribu-
tion plans are recognized as an expense in the period in which the
employee renders the related service.

14) Provisions

Provisions are recognized if the Group has a present legal or con-
structive obligation as a result of a past event that can be esti-
mated reliably and it is probable that an outflow of resources will
be required to settle the obligation.

When the time value of money is significant, the estimated
future cash flow is discounted by the present value using a before-
tax discount rate that reflects the time value of money and inherent
risks of the liability. Transfer-backs of the discounted amount over
time are recognized as finance costs.

15) Share Capital

The issue price of equity instruments issued by the Company are
recognized in share capital and capital surplus, and direct issue
costs (net of tax effects) are deducted from capital surplus.

On the purchase of treasury shares, costs net of tax effects
including direct transaction costs are recognized as an equity
deduction. On the sale of treasury shares, including disposal of
treasury shares with the exercise of stock options, the balance of
disposals is recognized as capital surplus. Common shares are clas-
sified to equity.

16) Share-Based Payment Plans
(i) Stock Options
The Group operated an equity-settled share-based payment plan

where the Group received services from directors, executive offi-
cers, and employees and paid equity instruments (options) as con-
sideration thereof until June 2017.

The fair value on the date the option was granted under the plan
is recognized as an expense over the option’s vesting period and
the same amount is recorded as an increase of equity. The plan
was terminated in June 2017 (however, of share acquisition rights
as share-based stock options that were already granted to direc-
tors, etc., those share acquisition rights which have not been exer-
cised will be continued).

(ii) Restricted Share-Based Payment Plan

The Company has adopted the restricted share-based payment
plan for its directors and others as a performance-linked remuner-
ation plan and applied the accounting treatment for equity-settled
share-based plans under this plan.

Fair value of the share-based payment is determined using fair
value of ordinary shares on the grant date. The fair value is recog-
nized as an expense over the share’s vesting period, and the same
amount is recorded as an increase of equity.

17) Revenue Recognition

Revenue is recognized when the significant risks and rewards of
ownership of goods have been transferred to the customer; neither
continuing managerial involvement associated with ownership nor
effective control is retained over the goods; there is a high probabil-
ity that the economic benefits associated with the transaction will
flow to the Group; and costs incurred and revenue in respect of the
transaction can be measured reliably.

Excise taxes, rebates, etc., are deducted from revenue, and the
inflow amount of economic benefits less these items is accounted
for as revenue.

The Group also provides biopharmaceutical process develop-
ment and manufacturing services. Revenue from these services is
recognized when a service has been delivered.

18) Government Grants

Government grants are recognized when there is reasonable assur-
ance that the Group will comply with the conditions attached to the
grant and that the grant will be received. Government grants are
recognized in profit or loss on a systematic basis over the period
the associated costs, which the grant is intended to compensate,
are recognized as expenses.

For government grants associated with acquiring assets, the
amounts of the grants are deducted directly when calculating the
carrying amounts of the assets. Grants are recognized in profit or
loss over the useful lives of the depreciated assets as changes in
depreciation expense.

19) Finance Income and Finance Cost

Finance income comprises interest received, dividends received, etc.
Interest received is recognized when it incurs using the effective inter-
est method. Dividends received are recognized when the Group’s
rights to receive dividends has been established; there is a high
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probability that the economic benefits associated with the dividends
will flow into the Group; and the amounts can be measured reliably.

Finance cost comprises interest paid, etc.

With respect to an asset that necessarily takes a substantial
period of time to get ready for its intended use or sale, borrowing
costs that are directly attributable to the acquisition, construction
or manufacture of the asset form part of the cost of that asset. All
other borrowing costs are recognized as an expense in the period
in which they are incurred.

20) Income Taxes
Income taxes comprise current taxes and deferred taxes. They are
recognized in profit or loss, with the exception of income taxes
associated with items recognized in other comprehensive income
or items that are directly recognized in equity.
(i) Current Taxes
The Group recognizes current taxes based on taxable profits for
the reporting period. Current tax amounts are calculated using
the tax rates that are in force or substantially in force on the final
day of the reporting period. Income taxes receivable and payable
are measured at the estimated refund from or payment to the tax
authorities.
(ii) Deferred Taxes
The Group recognizes deferred taxes using the asset and liabil-
ity approach for temporary differences between the amounts of
assets and liabilities for accounting purposes and their tax bases. In
principle, deferred tax liabilities are all recognized in taxable tempo-
rary differences, and deferred tax assets are recognized only to the
extent that it is probable that there will be taxable profits against
which deductible temporary differences, tax losses, etc., may be
utilized. Deferred tax assets and liabilities, however, are not recog-
nized for the following temporary differences:

e Taxable temporary differences arising from initial recogni-

tion of goodwill;

e Temporary differences arising from initial recognition of
assets or liabilities in transactions (excluding business com-
binations) that do not affect taxable profits (tax losses) in
profit or loss for accounting purposes; and

e Taxable temporary differences pertaining to investments in
subsidiaries and associates where the timing of the rever-
sal of the temporary differences can be controlled by the
Group and it is probable that the temporary differences will
not reverse in the foreseeable future.

Deferred tax assets pertaining to deductible temporary differ-
ences associated with investments in subsidiaries and associates
are recognized only to the extent that the temporary difference will
reverse in the foreseeable future and that it is probable that there
will be adequate taxable profits against which benefits from the
temporary difference can be utilized.

Deferred tax assets and liabilities are calculated at the tax rates
expected to apply to the period when the associated deferred tax
assets will be realized or the period when the deferred tax liabilities
will be settled, based on the tax rates that are in force or substan-
tially in force at the end of the reporting period.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against cur-
rent tax liabilities and when the deferred tax assets and liabilities
are associated with the income taxes levied on the same taxable
entity, or the equivalent or different taxable entity intended to be
settled on a net basis, by the same tax authority.

21) Earnings per Share

Basic quarterly earnings per share are calculated by dividing profit for
the quarter attributable to ordinary shareholders by the weighted-av-
erage number of common stock outstanding during the reporting
period. Diluted quarterly earnings per share are calculated through
adjustments for the effect of all potential dilutive common stock.

(5) Significant Accounting Estimates and Judgments Involving Estimates

In the preparation of consolidated financial statements, manage-
ment is required to make judgments, estimates, and assumptions.

The estimates and the underlying assumptions are reviewed on
an ongoing basis, and the effects of the review are recognized in
the period in which the review was conducted and in future periods.
Actual results may differ from these estimates.

Estimates and judgments that have significant effects on
amounts recognized in the Group's consolidated financial state-
ments are as follows. These assumptions have been determined
based on management’s best estimates and judgments. However,
the assumptions may be affected by results of uncertain changes
in economic conditions in the future and amendment or promulga-
tion of related laws and regulations, and if a review is necessary,
this may have significant effects on amounts recognized in consoli-
dated financial statements in the following fiscal years.

1) Impairment of Non-Financial Assets

In the calculation of recoverable amount in impairment test, certain
assumptions have been made for useful life of the asset, future
cash flows, discount rate reflecting risks inherent to the asset,
long-term growth rate and others. Details of the method for cal-
culating recoverable amount, etc. are provided in the note “(15)
Impairment of Non-Financial Assets.”

2) Employee Benefits

The present value of defined benefit plan obligations, service cost,
etc. pertaining to post-employment benefit plans adopted by the
Group have been calculated based on actuarial assumptions. For
actuarial assumptions, estimates and judgments on a variety of vari-
ables including discount rate are required. Actuarial assumptions and
related sensitivity are provided in the note “(20) Employee Benefits.”
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3) Recoverability of Deferred Tax Assets

For the recognition of deferred tax assets, the amount is deter-
mined, assuming the probability that there will be the taxable prof-
its, by estimating the timing when taxable profits that can be

(6) Segment Information

obtained in the future are available and the amount of these prof-
its based on the business plan. The relevant content and amount of
deferred tax assets are provided in the note “(17) Income Taxes."

1) Overview of Reportable Segments

JSR Group's reportable segments are based on the Group's busi-
ness segments for which separate financial information is available
and which the Board of Directors determines the basis that are
subject to regular reviews for decisions on the allocation of mana-
gerial resources and the evaluation of business results.

The Group has established divisions by product at its head
office. Each division formulates comprehensive domestic and over-
seas strategies for its products and conducts business activities
according to the strategies. Core Group companies also take the
initiative in working out comprehensive domestic and overseas
strategies and conduct business activities according to the strate-
gies. Thus, the JSR Group's businesses consist of business seg-
ments by product based on divisions and core Group companies.

JSR Group has three reportable segments: Elastomers

Main Products in Each Business Segment

Business, which consists mainly of the manufacture and sale of
general-purpose synthetic rubber products for automobile tires,
functional special synthetic rubber for automobile components,
thermoplastic elastomers for modifying plastics, and synthetic
rubber latex for coated paper; Plastics Business, which engages
mainly in the manufacture and sale of ABS and other resins for
automobiles, office equipment, and amusement applications; and
Fine Chemicals and Other Products Business, which conducts
mainly the manufacture and sale of semiconductor materials, dis-
play materials, and materials related to edge computing. The Fine
Chemicals and Other Products Business is a reportable segment
comprising multiple segments based on the nature of the products
and services, the nature of production processes, and similarity in
markets and other economic characteristics.

Business segments

Main products

Synthetic rubbers, such as styrene-butadiene rubber, poly-butadiene rubber, ethylene and propylene rubber and
compounded products; thermoplastic elastomers and compounded products; latex for paper processing; gen-

Elastomers Business

eral industrial-use latex; acrylic emulsions; natural latex compounded products; high-functional coating mate-

rials; high-functional dispersants; industrial particles; thermal control materials; materials for heat insulation
paints; materials for batteries; butadiene monomers; etc.

Plastics Business

Synthetic resins including ABS resins, AES resins, AS resins, and ASA resins

<Semiconductor Materials> Lithography materials (photoresists, multilayer materials); CMP materials; mount-

ing materials; etc.
Fine Chemicals
and Other Products
Business

<Display Materials> Materials for color LCDs; functional coating materials; etc.
<Edge Computing Materials> Heat-resistant transparent resins and functional films; high-functional UV curable
resins; photo fabrication and photo molding systems; etc.

<Life Sciences Business and Others> Life Sciences (diagnostic and research reagents and similar materials;
bio-process materials; contract bio-process development and manufacturing); lithium-ion capacitors; etc.

The accounting methods for reportable segments are the same as the methods adopted for preparation of consolidated financial statements.
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2) Segment Revenues, Profits or Losses, and Other Material Items
The following information pertains to the Group's reportable segments.

Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)

Millions of yen

Reportable Segments

Fine Chemicals and

Amount Recorded
on the Consolidated

Elastomers Plastics Other Products Total Adjustments  Financial Statements
Revenue from external customers ¥ 185,345 ¥ 46,035 ¥ 157,075 ¥ 388,455 ¥ — ¥ 388,455
Operating profit 8,800 3,850 23,293 35,943 — 35,943
Finance income — — — — — 3,045
Finance cost — — — — — (694)
Profit before tax — — — — — 38,294
Total assets 267,570 29,948 169,207 466,726 111,758 578,484
Other items

Depreciation and Amortization 6,600 669 7,524 14,793 — 14,793

Impairment losses — — 2,111 2,111 — 2,111

Capital expenditures 20,709 1,189 9,479 31,377 — 31,377

Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)

Millions of yen

Reportable Segments

Fine Chemicals and

Amount Recorded
on the Consolidated

Elastomers Plastics Other Products Total Adjustments  Financial Statements
Revenue from external customers ¥ 197,373 ¥ 52,161 ¥ 172,395 ¥ 421,930 ¥ — ¥ 421,930
Operating profit 14,870 5,675 23,124 43,569 — 43,569
Finance income — — — — — 3,659
Finance cost — — — — — (1,022)
Profit before tax — — — — — 46,206
Total assets 282,456 38,428 211,383 532,268 115,431 647,699
Other items

Depreciation and Amortization 7,901 718 8,353 16,973 — 16,973

Capital expenditures 22,981 1,028 18,399 42,408 — 42,408

Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)

Thousands of U.S. dollars

Reportable Segments

Fine Chemicals and

Amount Recorded
on the Consolidated

Elastomers Plastics Other Products Total Adjustments  Financial Statements
Revenue from external customers $ 1,857,806 $490,976 $ 1,622,697 $3971,478 $ — $3,971,478
Operating profit 139,969 52,472 217,663 410,104 — 410,104
Finance income — — — — — 34,436
Finance cost — — — — — (9,619)
Profit before tax — — — — — 434,922
Total assets 2,658,662 361,714 1,989,677 5,010,054 1,086,509 6,096,564
Other items

Depreciation and Amortization 74,368 6,762 78,627 159,757 — 159,757

Capital expenditures 216,309 9,676 173,188 399,174 — 399,174

The adjustment amounts in the total assets are corporate assets not allocated to any reportable segment. Corporate assets mainly include
investment of surplus funds (deposits and securities) and long-term investment funds (investment securities) by the parent company.
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3) Information on Products and Services

Information on products and services is stated on “1) Overview of Reportable Segments.”

4) Information by Region

The following is a breakdown of revenue and non-current assets by region.

Revenue from External Customers

Thousands of

Millions of yen U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended
March 31, 2018

Japan ¥ 173,692 ¥ 183,308 $ 1,725,415
China 47,983 53,547 504,015
Other regions 166,780 185,075 1,742,048

Total ¥ 388,455 ¥ 421,930 $ 3,971,478

Note: Revenue is divided into countries or regions based on the locations of customers.

Property, Plant and Equipment

Thousands of

Millions of yen U.S. dollars

IFRS Transition Date As of March 31,

As of March 31, As of March 31,

As of April 1, 2016 2017 2018 2018
Japan ¥ 74,401 ¥ 75,054 ¥ 79,686 $ 750,057
Thailand 27,193 27,402 27,642 260,182
Hungary 5,264 14,585 28,280 266,186
Other regions 13,754 14,707 24,227 228,041
Total ¥ 120,612 ¥ 131,748 ¥ 159,834 $ 1,504,466

Note: We confine items presented to property, plant and equipment considering cost of the preparation.

5) Information on Major Customers

Information on major customers is omitted, since no single external customer accounts for more than 10 percent of the Group's revenue
in terms of revenue through transactions with a single external customer.

(7) Business Combination and Acquisition of Non-controlling Interest

1) Business Combination
Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)
Not Applicable
Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)
Acquisition of Selexis S.A.
(i) Overview
(a) Name and Business of the Company Acquired
Name: Selexis S.A.
Industry and Business
Life sciences; development and sales of products using
mammialian cell line generation technologies
(b) Date of Acquisition
June 21, 2017
(c) Ownership Acquired
100%

(d) Method to Obtain Control
Acquisition of shares in exchange for cash payment

(e) Major Reason of the Business Combination
The purpose of this business combination is to expand the
Group's life sciences business.

Selexis S.A. has made its mark with its technologies

that facilitates the rapid, stable, and cost-effective genera-
tion of cell lines producing virtually any recombinant protein
in mammalian cell line development. With our subsidiary KBI
Biopharma, Inc.'s strengths in process development and ana-
lytics, the Group will be able to deliver the fastest timelines
of new drug development and substantial cost savings in the
pharmaceutical industry.
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(ii) Fair Value of Consideration Transferred and Recognized
Amount of Assets Acquired and Liabilities Received on the

Date of Acquisition
Thousands of

Millions of yen U.S. dollars
Fair value of consideration ¥ 9,307 $ 87,603
Cash and cash equivalents 585 5,604
Trade and other receivables 338 3,182
Other current assets 47 438
Property, plant and equipment 158 1,489
Other intangible assets 76 712
Other current liabilities (320) (3,011)
Borrowings (1,171) (11,018)
Goodwill 9,594 90,306

Acquisition cost associated with this business combination was
¥16 million ($154 thousand) and recorded as expense under “sell-
ing, general and administrative expenses.” A provisional account-
ing treatment has been applied at the end of the current fiscal year
for amounts such as goodwill generated and assets acquired at the
date of the business combination as identifiable assets at the date
of the business combination are under review and the allocation of
the acquisition cost has not been completed. The goodwill arose
mainly in relation to the expected future earnings capability.
Among goodwill recognized, there is no goodwill expected to be
deductible for tax purposes.
(iii) Cash Flow Through the Acquisition

Thousands of

Millions of yen U.S. dollars
Cash and cash equivalents
used for the acquisition ¥ 9,307 $ 87,603
Cash and cash equivalents held
by the company acquired
on the date of acquisition 585 5,504
Purchase of shares of a subsidiary ¥ 8,722 $ 82,099

(8) Cash and Cash Equivalents

(iv) The Effect of the Business Combination on the Group’s
Profit or Loss

The effect of the business combination on profit or loss in the con-

solidated statement of profit or loss is immaterial. Furthermore,

the effect on revenue and profit or loss on the assumption that the

business combination was executed at the beginning of the current

fiscal year is immaterial.

2) Acquisition of Non-Controlling Interest

Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)
Additional acquisition of subsidiary’s shares

(i) Overview

With an aim to expand the Group's life sciences business, the

Company acquired an additional 39% of the outstanding shares of

its consolidated subsidiary KBI Biopharma, Inc., which is involved in

biopharmaceutical contract development and manufacturing, from

a non-controlling shareholder on November 30, 2016. As a result of

this additional share acquisition, the Company’s voting rights in KBI

Biopharma, Inc. increased from 51.0% to 90.0%.

(ii) Acquisition Cost and Types of Consideration

Consideration Millions of yen

Cash and cash equivalents ¥ 8,098

Total acquisition cost ¥ 8,098

(iii) Details on Decrease in Capital Surplus Due to the
Transaction with the Non-Controlling Shareholder
(a) Reason for Decrease of Capital Surplus
Additional acquisition of the subsidiary’s shares
(b) Amount Decreased in Capital Surplus Due to the
Transaction with the Non-Controlling Shareholder
¥7,660 million
Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)
Not Applicable

Cash and cash equivalents comprise cash, short-term deposits (not later than three months) and short-term investments (e.g. securities

redeemable not later than three months from the date of acquisition).

Cash and cash equivalents on the indicated dates consisted of the following items.

Thousands of

Millions of yen U.S. dollars
IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Cash and cash equivalents
Cash and deposit ¥ 54,088 ¥ 73,391 ¥ 68,955 $ 649,051
Short-term investment 43,194 24,025 56,000 527,113
Total ¥ 97,283 ¥ 97,416 ¥ 124,956 $1,176,164
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(9) Trade and Other Receivables

Trade and other receivables are classified as financial assets measured at amortized cost.

Trade and other receivables include following items.

Thousands of

Millions of yen U.S. dollars
IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Trade receivables
Notes receivable ¥ 2,577 ¥ 2,547 ¥ 3,140 $ 29,559
Account receivable-trade 74,904 88,796 99,330 934,956
Allowance for credit losses (418) (647) (536) (5,049)
Other receivables
Account receivables-other 13,774 19,994 20,193 190,069
Other 197 441 350 3,290
Total ¥ 91,034 ¥111,130 ¥ 122,476 $ 1,152,824
(10) Other Financial Assets
1) Breakdown of Other Financial Assets
The breakdown of other financial assets is as follows.
Thousands of
Millions of yen U.S. dollars
|IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Derivative asset ¥ — ¥ 69 ¥ 160 $ 1,505
Investments (equity financial assets) 41,279 42,762 61,267 576,681
Investments (debt financial assets) 22,500 18,000 10,000 94,127
Term deposits 5,825 25,542 3,287 30,937
Other 6,808 5,697 4,461 41,992
Allowance for credit losses (non-current) (359) (471) (429) (4,036)
Total ¥ 76,053 ¥ 91,499 ¥ 78,746 $ 741,206
Current assets 28,868 44,970 13,776 129,666
Non-current assets 47,185 46,529 64,970 611,540
Total ¥ 76,053 ¥ 91,499 ¥ 78,746 $ 741,206

Derivative assets are classified as financial assets measured at fair value through profit or loss. Investments (equity financial assets) are
classified as financial assets measured at fair value through other comprehensive income. Investments (debt financial assets) and time

deposits are classified as financial assets measured at amortized cost.
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2) Financial Assets Measured at Fair Value through Other Comprehensive Income
Major stocks classified as financial assets measured at fair value through other comprehensive income and their fair values are as follows.

Thousands of

Millions of yen U.S. dollars
|IFRS Transition Date As of March 31, As of March 31, As of March 31,
Name of Stock As of April 1, 2016 2017 2018 2018
BRIDGESTONE Corporation ¥ 20,361 ¥ 21,804 ¥ 22,389 $ 210,744
Tosoh Corporation 1,493 3,088 3,296 31,028
Optorun Co., Ltd. 600 578 7,900 74,362

Amounts of dividends received recognized related to financial assets measured at fair value through other comprehensive income are
as follows.

Thousands of
Millions of yen U.S. dollars
Fiscal year ended Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018 March 31, 2018

Dividends received ¥ 1,143 ¥ 2,083 $ 19,608

3) Derecognition of Financial Assets Measured at Fair Value through Other Comprehensive Income

The Group has derecognized certain financial assets measured at fair value through other comprehensive income by disposing of such
assets for the purpose of improving the asset efficiency. Fair value and accumulated gains or losses (net of tax) recognized as other com-
prehensive income at the time of disposal in each fiscal year are as follows:

Millions of yen Thousands of U.S. dollars
Fiscal year ended March 31, 2017 Fiscal year ended March 31, 2018 Fiscal year ended March 31, 2018
Accumulated gains Accumulated gains Accumulated gains
Fair Value or losses Fair Value or losses Fair Value or losses
¥5417 ¥ 2,005 ¥1,179 ¥ 183 $11,101 $1,719

For financial assets measured at fair value through other comprehensive income, accumulated gains or losses recognized as other compre-
hensive income are transferred to retained earnings when the assets are derecognized.

(11) Inventories

Inventories consist of following items.
Thousands of

Millions of yen U.S. dollars
IFRS Transition Date As of March 31, As of March 31, As of March 31,
Name of Stock As of April 1, 2016 2017 2018 2018
Finished goods and merchandise ¥ 52,080 ¥ 52,722 ¥ 55,979 $ 526,914
Work in process 3,418 3,373 4,161 39,164
Raw materials and supplies 22,359 25,823 27,427 258,159
Total ¥ 77,857 ¥ 81,918 ¥ 87,567 $ 824,237

The amount of valuation losses on inventories recognized as expenses was ¥131 million ($1,233 thousand, ¥693 million in the previous
year). The write-off amount is included in “cost of sales” on the consolidated statement of profit or loss. The amount included in cost of
sales was ¥280,273 million ($2,638,112 thousand, ¥263,424 million in the previous year).
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(12) Other Assets

The breakdown of other assets is as shown below.

Thousands of

Millions of yen U.S. dollars
IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Other current assets
Excise tax receivable ¥ 4,621 ¥5,317 ¥ 5,803 $ 54,626
Income taxes receivable 1,982 140 485 4,567
Prepaid expenses 894 899 1,007 9,475
Other 1,604 2,338 1,839 17,307
Total ¥ 9,101 ¥ 8,695 ¥9,134 $ 85,974
Other non-current assets
Long-term prepaid expenses 326 591 379 3,563
Other 5,493 6,538 1,484 13,968
Total ¥5,819 ¥7,129 ¥ 1,862 $ 17,531

(13) Property, Plant and Equipment

Changes in carrying amounts and the balance of acquisition costs and accumulated depreciation of property, plant and equipment are as
follows. For the information of impairment losses, see “(15) Impairment of Non-Financial Assets.”

Changes in Carrying Amounts

Millions of yen

Buildings Machinery  Tools, fixtures Construction
and structures and vehicles  and fittings Land in progress Other Total
April 1, 2016 ¥ 34,575 ¥ 39,464 ¥5,819 ¥ 17,468 ¥ 23,282 ¥ 3 ¥120612
Acquisition 141 1,339 754 775 25,726 — 28,736
Depreciation (2,542) (7,749) (2,814) — — (0) (13,106)
Impairment loss — — — (2,1171) — — (2,111)
Sales and disposals (481) (260) (68) (252) (172) — (1,233)
Transfer 1,802 21,796 4,604 — (28,205) 3 —
Exchange differences of foreign operations 79 869 (33) (17) (645) (4) 250
Other 77 (88) (82) (129) (1,183) 4 (1,400)
March 31, 2017 ¥ 33,652 ¥ 55,371 ¥ 8,181 ¥ 15,734 ¥ 18,804 ¥ 5 ¥131,748
Acquisition 64 2,056 490 — 37,417 203 40,230
Acquisition from business combination 1 140 24 — — — 165
Depreciation (2,758) (8,957) (3,449) — — 0 (15,163)
Sales and disposals (68) (121) (40) (524) (630) — (1,382)
Transfer 7,694 10,282 3,867 — (21,838) (5) —
Exchange differences of foreign operations (49) 955 23 (58) 1,360 (3) 2,228
Other (24) (264) (2) — 2,298 0 2,009
March 31, 2018 ¥ 38,512 ¥ 59,463 ¥ 9,095 ¥ 15,153 ¥ 37,412 ¥199 ¥ 159,834
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Thousands of U.S. Dollars

Buildings Machinery  Tools, fixtures Construction
and structures and vehicles  and fittings Land in progress Other Total
March 31, 2017 $ 316,754  $521,191 $77,006 $148,099 $176,998 $ 46 $1,240,093
Acquisition 602 19,348 4,610 — 352,195 1,912 378,667
Acquisition from business combination 7 1,322 227 — — — 1,555
Depreciation (25,959) (84,306) (32,462) — — 1 (142,726)
Sales and disposals (637) (1,135) (376) (4,929) (5,930) — (13,007)
Transfer 72,424 96,782 36,401 — (205,556) (51) —
Exchange differences of foreign operations (464) 8,987 218 (544) 12,805 (32) 20,969
Other (227) (2,485) (14) — 21,634 1 18,914
March 31, 2018 $362,505 $ 559,704 $85,608 $142,626 $ 352,146 $1,877 $ 1,504,466

Acquisition Cost
Millions of yen

Buildings Machinery  Tools, fixtures Construction
and structures and vehicles  and fittings Land in progress Other Total
April 1, 2016 ¥ 111,269 ¥ 282,430 ¥ 56,508 ¥ 17,468 ¥ 23,282 ¥ 5  ¥490,963
March 31, 2017 110,289 302,427 59,239 17,845 18,804 5 508,610
March 31, 2018 ¥117,510 ¥ 312,766 ¥ 60,729 ¥ 15,153 ¥ 37,412 ¥199 ¥543,769

Thousands of U.S. Dollars

Buildings Machinery  Tools, fixtures Construction
and structures and vehicles  and fittings Land in progress Other Total
March 31, 2018 $1,106,081 $2,943,959 $571,619 $142,626 $ 352,146 $ 1,877 $5,118,309

Accumulated Depreciation and Impairment
Millions of yen

Buildings Machinery  Tools, fixtures Construction
and structures and vehicles  and fittings Land in progress Other Total
April 1, 2016 ¥76,694 ¥ 242,966 ¥ 50,689 ¥ — ¥ — ¥ 2 ¥370,351
March 31, 2017 76,637 247,056 51,058 2,111 — — 376,862
March 31, 2018 ¥78,998 ¥ 253,303 ¥ 51,634 ¥ — ¥ — ¥— ¥383935

Thousands of U.S. Dollars

Buildings Machinery  Tools, fixtures Construction
and structures and vehicles  and fittings Land in progress Other Total
March 31, 2018 $ 743,577 $2,384,255 $ 486,011 $ — $— $— $3,613,843

(Notes) 1. Depreciation expenses of property, plant and equipment are recorded as “inventories” on the consolidated statement of financial position, or “cost of sales”
and “selling, general and administrative expenses” on the consolidated statement of profit or loss.
2. "Other” in the changes of carrying amounts includes transfer to/from “inventories” on the consolidated statement of financial position, or “cost of sales” and
“selling, general and administrative expenses"” on the consolidated statement of profit or loss.
3. Amounts of property, plant and equipment pledged as collateral for liabilities are stated in “(18) Borrowings and Other Financial Liabilities.”
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(14) Goodwill and Other Intangible Assets

Changes in carrying amounts and the balance of acquisition costs and accumulated amortization of goodwill and other intangible assets are
as follows. For the information of impairment losses, see “(15) Impairment of Non-Financial Assets.”

Changes in Carrying Amounts
Millions of yen

Other intangible asset

Goodwill Software Other Total
April 1, 2016 ¥ 9,354 ¥ 2,608 ¥ 5,525 ¥8,133
Acquisition — 2,368 210 2,578
Amortization — (987) (670) (1,657)
Sales and disposals — (5) (115) (121)
Transfer to other property, plant and equipment — (324) 324 —
Exchange differences of foreign operations (23) 186 517 704
Other — (12) (434) (447)
March 31, 2017 ¥ 9,331 ¥ 3,834 ¥ 5,356 ¥9,190
Acquisition — 2,032 146 2,179
Acquisition from business combination 10,593 9 78 87
Amortization — (895) (914) (1,809)
Sales and disposals — (134) (66) (199)
Transfer to other property, plant and equipment — (2,593) 2,593 —
Exchange differences of foreign operations (535) 135 462 597
Other 0 345 14 359
March 31, 2018 ¥ 19,389 ¥2,734 ¥7,670 ¥ 10,403

Thousands of U.S. dollars

Other intangible asset

Goodwill Software Other Total
March 31, 2017 $ 87,832 $ 36,087 $ 50,416 $ 86,503
Acquisition — 19,131 1,376 20,507
Acquisition from business combination 99,704 88 732 820
Amortization — (8,425) (8,601) (17,026)
Sales and disposals — (1,257) (617) (1,874)
Transfer to other property, plant and equipment — (24,408) 24,408 —
Exchange differences of foreign operations (5,032) 1,269 4,350 5,619
Other 0 3,246 129 3,375

March 31, 2018 $ 182,501 $ 25,730 $ 72,193 $ 97,923
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Acquisition Cost

Millions of yen

Other intangible asset

Goodwill Software Other Total
April 1, 2016 ¥ 9,354 ¥ 13,870 ¥ 20,674 ¥ 34,544
March 31, 2017 9,331 16,233 20,769 37,001
March 31, 2018 ¥ 19,389 ¥ 18,141 ¥ 20,927 ¥ 39,068
Thousands of U.S. dollars
Other intangible asset
Goodwill Software Other Total
March 31, 2018 $ 182,501 $ 170,756 $ 196,979 $ 367,734
Accumulated Amortization and Impairment
Millions of yen
Other intangible asset
Goodwill Software Other Total
April 1, 2016 ¥— ¥ 11,262 ¥ 15,149 ¥ 26,411
March 31, 2017 — 12,399 15,412 27,811
March 31, 2018 ¥— ¥ 15,408 ¥ 13,257 ¥ 28,665
Thousands of U.S. dollars
Other intangible asset
Goodwill Software Other Total
March 31, 2018 $— $ 145,026 $ 124,785 $ 269,811

(Notes) 1. Amortization expenses of other intangible assets are recorded as “cost of sales” and “selling, general and administrative expenses” on the consolidated

statement of profit or loss.

2. "Other"” in the changes of carrying amounts includes transfer to/from “cost of sales” and “selling, general and administrative expenses” on the consolidated

statement of profit or loss.

(15) Impairment of Non-Financial Assets

1) Impairment Losses on Property, Plant and Equipment and Intangible Assets Other Than Goodwill
Impairment losses in the fiscal years ended March 31, 2017 and 2018 are as follows:

Thousands of

Millions of yen U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended
March 31, 2018

Property, plant and equipment
Land

¥2,111 ¥— $—

Total

¥2,111 ¥— $—

With regard to the impairment loss recognized in the fiscal year
ended March 31, 2017, the carrying amount of land (Tsu, Mie) in
the Fine Chemicals and Other Products Business segment was
reduced to the recoverable amount (¥523 million) because use
of this asset is no longer expected in the future. The recoverable
amount was measured at fair value less costs of disposal. The
fair value was measured based on real estate appraisal evaluated

by the sales comparison approach and others, and classified as
Level 3 in the hierarchy. The impairment loss has been recorded as
"other operating expenses” in the consolidated statement of profit
or loss.

There was no impairment loss recognized in the fiscal year
ended March 31, 2018.
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2) Impairment Losses on Goodwill

Carrying amount of goodwill allocated to cash-generating units or (groups of cash-generating units) is as follows:

Thousands of

Millions of yen U.S. dollars
Cash-generating units IFRS Transition Date As of March 31, As of March 31, As of March 31,
Segment (groups of cash-generating units) As of April 1, 2016 2017 2018 2018

Plastics business  Plastics ¥ 585 ¥ 585 ¥ 585 $ 5,502
Fine chemicals In Vitro Reagents for Diagnostics
and and/or Research 3,641 3,641 3,641 34,276
othgr products Bioprocess (Contract Development
business and Manufacturing) 5,127 5,104 5,002 47,086

Bioprocess (Contract Development

and Generation of Cell-lines) — — 9,330 87,823

Other — — 830 7,814
Total ¥ 9,354 ¥ 9,331 ¥ 19,389 $ 182,501

Of the above goodwill, major goodwill was tested for impairment
as follows. The recoverable amount was measured as the higher of
the value in use or the fair value less costs of disposal.
(i) In Vitro Reagents for Diagnostics and/or Research (recover-
able amount: measured at the value in use)
The value in use was calculated by discounting estimated cash
flows based on the three-year plan, which was prepared by reflect-
ing past experience and external information and approved by the
management, to the present value. The continued growth rate
was determined at 1.0%, and the pre-tax discount rate was calcu-
lated at 5.6% based on the weighted average cost of capital of the
cash-generating unit.

The recoverable amount sufficiently exceeds the carrying amount
of the cash-generating unit. The Group considers that the recover-
able amount will not fall below the carrying amount even if there is a
change in future cash flows, discount rate, etc. used for the calcula-
tion of the recoverable amount within a reasonable range.

(ii) Bioprocess (Contract Development and Manufacturing)

(recoverable amount: measured at the value in use)

The value in use was calculated by discounting estimated cash
flows based on the three-year plan, which was prepared by reflect-
ing past experience and external information and approved by the
management, to the present value. The continued growth rate was

(16) Investments Accounted for Using Equity Method

determined at 2.0%, and the pre-tax discount rate was calculated
at 16.5% based on the weighted average cost of capital of the
cash-generating unit.

The recoverable amount sufficiently exceeds the carrying amount
of the cash-generating unit. The Group considers that the recover-
able amount will not fall below the carrying amount even if there is a
change in future cash flows, discount rate, etc. used for the calcula-
tion of the recoverable amount within a reasonable range.

(iii) Bioprocess (Contract Development and Generation of Cell-

lines) (recoverable amount: measured at the value in use)
The value in use was calculated by discounting estimated cash
flows based on the three-year plan, which was prepared by reflect-
ing past experience and external information and approved by the
management, to the present value. The continued growth rate was
determined at 2.0%, and the pre-tax discount rate was calculated
at 13.1% based on the weighted average cost of capital of the
cash-generating unit.

The recoverable amount sufficiently exceeds the carrying amount
of the cash-generating unit. The Group considers that the recover-
able amount will not fall below the carrying amount even if there is a
change in future cash flows, discount rate, etc. used for the calcula-
tion of the recoverable amount within a reasonable range.

1) Investments in Associates
There are no investments in significant associates.

Carrying amount of investments in associates that are not individually significant is as follows:

Thousands of

Millions of yen U.S. dollars
IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Carrying amount ¥ 1,137 ¥1,128 ¥ 2,892 $ 27,218
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The Group's share of comprehensive income of associates that are not individually significant is as follows:

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended
March 31, 2018

Share of profit (loss) ¥ 707 ¥ 408 $ 3,838
Share of other comprehensive income 11 2,124 19,991
Share of total comprehensive income ¥719 ¥ 2,532 $ 23,828

2) Investments in Joint Ventures
There are no investments in significant joint ventures.

Carrying amount of investments in joint ventures that are not individually significant is as follows:

Thousands of

Millions of yen U.S. dollars
|IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Carrying amount ¥ 22,068 ¥ 20,585 ¥ 21,893 $ 206,074

The Group's share of comprehensive income of joint ventures that are not individually significant is as follows:

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended
March 31, 2018

Share of profit (loss) ¥ (29 ¥ (70) $ (661)
Share of other comprehensive income (1,139) (593) (5,584)
Share of total comprehensive income ¥ (1,168) ¥ (663) $ (6,244)

(17) Income Taxes

1) Deferred Tax Assets and Liabilities
(i) Deferred Tax Assets and Liabilities Recognized
The breakdown of deferred tax assets and liabilities by major causes for occurrence in each fiscal year is as follows:

Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)

Millions of yen

Recognized Recognized
through profit  through other com-
April 1, 2016 (loss) prehensive income Other March 31, 2017
Deferred Tax Assets
Inventories ¥ 1,155 ¥ 352 ¥ — ¥— ¥ 1,507
Accrued bonuses 1,294 150 — (12) 1,432
Non-current assets 2,373 374 — — 2,747
Retirement benefit liability 3,961 535 (405) (8) 4,083
Unused tax losses 72 80 — 129 281
Other 3,631 41) 299 (10) 3,879
Total ¥ 12,487 ¥ 1,450 ¥ (106) ¥ 99 ¥ 13,930
Deferred Tax Liabilities
Non-current assets (2,608) 130 — — (2,479)
Financial asset measured at fair value through
other comprehensive income (6,968) — (661) — (7,629)
Other (1,652) (260) — — (1,912)
Total ¥(11,228) ¥ (130) ¥ (661) ¥ — ¥ (12,019)
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Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)

Millions of yen

Recognized Recognized
through profit  through other com-
April 1, 2017 (loss) prehensive income Other March 31, 2018
Deferred Tax Assets
Inventories ¥ 1,507 ¥ (354) ¥ — ¥ — ¥ 1,153
Accrued bonuses 1,432 140 — 2 1,574
Non-current assets 2,747 (849) — — 1,898
Retirement benefit liability 4,083 184 (71) 9 4,205
Unused tax losses 281 109 — — 390
Other 3,879 (1,004) (140) 15 2,751
Total ¥ 13,930 ¥ (1,774) ¥ (210) ¥ 26 ¥ 11,972
Deferred Tax Liabilities
Non-current assets (2,479) 965 — — (1,513)
Financial asset measured at fair value through other
comprehensive income (7,629) — (3,468) — (11,097)
Other (1,912) 148 — — (1,764)
Total ¥ (12,019) ¥ 1,113 ¥ (3,468) ¥ — ¥ (14,374)

Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)

Thousands of U.S. dollars

Recognized Recognized
through profit  through other com-
April 1, 2017 (loss) prehensive income Other March 31, 2018
Deferred Tax Assets
Inventories $ 14,184 $ (3,330) $ — $ — $ 10,854
Accrued bonuses 13,484 1,314 — 17 14,815
Non-current assets 25,857 (7,989) — — 17,868
Retirement benefit liability 38,434 1,728 (664) 84 39,582
Unused tax losses 2,648 1,022 — — 3,670
Other 36,515 (9,448) (1,313) 143 25,897
Total $ 131,122 $ (16,702) $ (1,977) $ 244 $ 112,687
Deferred Tax Liabilities
Non-current assets (23,332) 9,086 — — (14,246)
Financial asset measured at fair value through other
comprehensive income (71,806) — (32,647) — (104,453)
Other (17,994) 1,392 — — (16,602)
Total $(113,132) $ 10,477 $ (32,647) $ — $ (135,301)

(ii) Temporary Differences, Etc. for Which Deferred Tax Assets Have Not Been Recognized
The Group assesses the recoverability of deferred tax assets in each period and recognizes deferred tax assets taking into account signifi-
cant uncertainty on the recoverability of its deferred tax assets.

The amount of tax losses carried forward and deductible temporary differences for which deferred tax assets have not been recognized is
as follows:

Thousands of

Millions of yen U.S. dollars
IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Unused tax losses ¥ 3,767 ¥ 4,039 ¥5,274 $ 49,641
Deductible temporary differences 3,449 2,921 3,128 29,443

Total ¥7,216 ¥ 6,960 ¥ 8,402 $ 79,084
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Expiration schedule of tax losses carried forward for which no deferred tax asset is recognized is as follows:

Thousands of

Millions of yen U.S. dollars
|IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Not later than one year ¥ 95 ¥ 24 ¥ 208 $ 1,954
Later than one year and not later than five years 1,284 1,125 1,159 10,911
Later than five year 2,388 2,890 3,907 36,775
Total ¥ 3,767 ¥ 4,039 ¥5,274 $ 49,641

The amount of taxable temporary differences pertaining to invest-
ments in subsidiaries, etc. for which deferred tax liabilities have
not been recognized on the date of transition, March 31, 2017 and
March 31, 2018 was ¥15,204 million, ¥14,687 million and ¥16,899
million ($159,066 thousand), respectively. For these temporary

2) Income Tax Expense
The breakdown of income tax expense is as follows:

differences, deferred tax liabilities have not been recognized
because the Group can control the timing of the reversal of the
temporary differences and it is probable that the temporary differ-
ences will not reverse in the foreseeable future.

Thousands of

Millions of yen U.S. dollars

Fiscal year ended
March 31, 2018

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Current tax expenses ¥ 9,096 ¥ 10,566 $ 99,451
Deferred tax expenses (1,320) 661 6,225
Total ¥7,776 ¥ 11,227 $ 105,676

Deferred tax expenses include tax losses that were not recognized
previously and the amount of benefits arising from temporary dif-
ferences in past periods. The amount of decrease in deferred tax

expenses due to these items was ¥330 million in the fiscal year
ended March 31, 2017 and ¥304 million ($2,863 thousand) in the
fiscal year ended March 31, 2018.

Differences between statutory income tax rates and average effective tax rates can be explained with following factors.

%

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Statutory income tax rate 30.9 30.9
Tax credit on experiment and research expenses (4.8) (3.6)
Differences in tax rates applied to foreign operations (1.7) (3.6)
Impact of change in U.S. tax rates — 1.2
Accumulated earnings tax 0.6 (0.4)
Other 4.7) (0.2)
Average effective tax rate 20.3 24.3
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(18) Borrowings and Other Financial Liabilities

1) Financial Liabilities
Borrowings and other financial liabilities consisted of the followings.

Thousands of

Millions of yen U.S. dollars %
IFRS Transition
Date As of  As of March 31, As of March 31, As of March 31, Average interest
April 1, 2016 2017 2018 2018 rates Payment Due
Current borrowings ¥ 14,840 ¥ 15,496 ¥ 18,901 $ 177,904 1.29% —
Current portion of
non-current borrowings 5,952 8,245 7,047 66,330 1.75% —
Non-current borrowings 22,245 38,381 53,456 503,165 1.49% Over one year within 8 years
Current lease obligations 546 613 523 4,918 — —
Non-current lease obligation 2,221 1,988 1,674 15,756 — Over one year within 9 years
Derivative liabilities 312 30 119 1,118 — —
Total ¥ 46,118 ¥ 64,752 ¥ 81,719 $ 769,191 — —
Current liabilities 21,339 24,366 26,589 250,270 — —
Non-current liabilities 24,779 40,386 55,130 518,920 — —
Total ¥ 46,118 ¥ 64,752 ¥ 81,719 $ 769,191 — —

Borrowings and lease obligations are classified as financial liabilities measured at cost. Derivative liabilities are classified as financial liabili-
ties measured at fair value through profit or loss.
No restrictive financial covenants have been attached to the Group’s borrowings.

Payment schedules of non-current borrowings are as follows:

Later than one year Later than two years  Later than three  Later than four years
and not later than ~ and not later than  years and not later  and not later than

two years three years than four years five years Later than five years Total
Millions of yen ¥ 11,050 ¥ 11,294 ¥ 10,840 ¥ 8,589 ¥ 11,683 ¥ 53,456
Thousands of U.S. dollars $ 104,007 $ 106,310 $ 102,037 $ 80,843 $ 109,969 $ 503,165

2) Pledged Assets

The Company and its consolidated subsidiaries have pledged collateral under standard customary terms in standard borrowing contracts.

Pledged assets are as follows:

Thousands of

Millions of yen U.S. dollars

IFRS Transition Date As of March 31, As of March 31, As of March 31,

As of April 1, 2016 2017 2018 2018
Cash and cash equivalents ¥ 712 ¥ 798 ¥ 393 $ 3,696
Trade and other current receivables 2,738 3,467 4,884 45,969
Current inventories 987 1,940 2,170 20,428
Other current financial assets 152 253 0 0
Other current non-financial assets 809 738 837 7,876
Property, plant and equipment 8,762 9,146 12,098 113,871
Intangible assets 102 172 694 6,532
Non-current assets 167 829 2,007 18,895

Total ¥ 14,429 ¥ 17,343 ¥ 23,082 $ 217,267
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Corresponding liabilities are as follows:

Thousands of

Millions of yen U.S. dollars
IFRS Transition Date  As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Current borrowings and current portion of non-current borrowings ¥ 1,352 ¥ 2,244 ¥1,912 $ 18,000
Non-current portion of non-current borrowings 206 1 4,203 39,566
Total ¥ 1,559 ¥ 2,245 ¥6,116 $ 57,566
3) Reconciliation of Liabilities Arising from Financing Activities
Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)
Millions of yen
Non-cash items
Transfer
between
As of April 1, Business Exchange non-current As of March
2016 Cash flow Combination  Acquisition differences and current Other 31,2017
Borrowings (non-current) ¥ 22,245 ¥ 19,268 ¥— ¥ — ¥ 81 ¥ (2,949) ¥ (264) ¥ 38,381
Borrowings (Current) 20,793 629 — — (543) 2,949 (86) 23,740
Lease obligations 2,767 (668) — 411 10 — 81 2,601
Total ¥ 45,805 ¥ 19,229 ¥ — ¥ 411 ¥ (453) ¥ — ¥ (270) ¥ 64,723
Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)
Millions of yen
Non-cash items
Transfer
between
As of April 1, Business Exchange non-current As of March
2017 Cash flow Combination  Acquisition differences  and current Other 31,2018
Borrowings (non-current) ¥ 38,381 ¥ 18,154 ¥ 362 ¥ — ¥ 232 ¥ (4,779) ¥ 1,106 ¥ 53,456
Borrowings (Current) 23,740 (2,554) 37 —_ (115) 4,779 60 25,947
Lease obligations 2,601 (667) — 288 (32) — 6 2,196
Total ¥ 64,723 ¥ 14,933 ¥ 399 ¥ 288 ¥85 ¥ — ¥1,173 ¥ 81,600
Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)
Thousands of U.S. dollars
Non-cash items
Transfer
between
As of April 1, Business Exchange non-current As of March
2017 Cash flow Combination  Acquisition differences  and current Other 31,2018
Borrowings (non-current) $361,267 $170,878 $ 3,409 $ — $2,181 $ (44,982) $10,413 $503,165
Borrowings (Current) 223,461 (24,037) 346 —_ (1,084) 44,982 566 244,234
Lease obligations 24,484 (6,278) — 2,709 (300) — 59 20,674
Total $609,211  $ 140,563 $ 3,755 $ 2,709 $ 797 $ — $11,038 $ 768,073




36 JSR Corporation Annual Report 2018

(19) Trade and Other Payables

Trade and other payables are classified as financial liabilities measured at amortized cost. The breakdown is show below.

Thousands of

Millions of yen U.S. dollars
|IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Trade Payable
Notes payable ¥ 380 ¥ 332 ¥ 326 $ 3,072
Accounts payable-trade 53,927 74,694 82,616 777,633
Other Payable
Accounts payable-other 15,200 10,653 17,092 160,879
Other 8,477 9,359 10,270 96,664
Total ¥ 77,984 ¥ 95,037 ¥ 110,303 $ 1,038,248

(20) Employee Benefits

1) Outline of Post-Employment Benefit Plans
The Company and certain consolidated subsidiaries have adopted
funded and unfunded defined benefit plans and defined contribu-
tion plans, and virtually all employees of these companies are cov-
ered by these plans. In Japan, as defined benefit plans under the
Defined-Benefit Corporate Pension Act, defined benefit corporate
pension plans and lump-sum retirement benefit plans have been
operated. The amount of these benefits is calculated based on cer-
tain points, etc. given in accordance with service years and con-
tribution. These pension plans are exposed to general investment
risk, interest rate risk, inflation risk and others.

Funded defined benefit plans have been operated by a corporate
pension fund that is legally separated from the Group in accordance

2) Defined Benefit Plans

with laws and regulations including Defined-Benefit Corporate
Pension Act. The board of the corporate pension fund and the pen-
sion-managing trustee are required by laws and regulations to act
in the best interests of plan participants, and are responsible for
managing plan assets based on predetermined policies.

The management of plan assets is conducted based on basic
asset allocation aimed to ensure stable revenue in the medium
to long term within the limits of tolerable risks, in order to ensure
the payment of pension benefits, etc. now and in the future. The
basic asset allocation is periodically reviewed in order to respond to
changes in the market environment and the funding position from
initial assumptions made.

(i) Reconciliation of Defined Benefit Plan Obligations and Plan Assets
The relationship between defined benefit plan obligations and plan assets, and net defined benefit liabilities and assets recorded in the

consolidated statement of financial position is as follows:

Thousands of

Millions of yen U.S. dollars
IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Present value of funded retirement benefit obligation ¥ 40,002 ¥ 38,506 ¥ 37,795 $ 355,753
Fair value of plan assets (36,479) (36,593) (36,227) (340,991)
Subtotal 3,623 1,913 1,568 14,762
Present value of unfunded retirement benefit obligation 11,656 11,618 11,929 112,285
Total Net liability (asset) for retirement benefit ¥ 15,180 ¥ 13,5631 ¥ 13,498 $ 127,047
Amounts on consolidated statement of financial position
Retirement benefit liability 15,180 13,904 14,500 136,485
Retirement benefit asset — (373) (1,003) (9,437)
Total Net liability (asset) for retirement benefit ¥ 15,180 ¥ 13,631 ¥ 13,498 $ 127,047
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(ii) Reconciliation of Present Value of Defined Benefit Plan Obligations
Increase or decrease in the present value of defined benefit plan obligations is as follows:

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended
March 31, 2018

Balance of present value of retirement benefit obligation at the beginning

of the fiscal year ¥ 51,669 ¥50,124 $ 471,799
Service cost 2,196 2,461 23,164
Interest expense 183 221 2,079
Remeasurement

Actuarial gains (losses) arising from changes in demographic assumptions (380) (487) (4,580)
Actuarial gains (losses) arising from changes in financial assumptions (601) 352 3,309
Benefits paid (2,814) (2,989) (28,130)
Other (119) 42 397
Balance of present value of retirement benefit obligation at the end
of the fiscal year ¥ 50,124 ¥ 49,724 $ 468,038

The weighted average duration of defined benefit plan obligations was 13.6 years in the fiscal year ended March 31, 2017 and 13.7 years

in the fiscal year ended March 31, 2018.

(iii) Reconciliation of Fair Value of Plan Assets
Increase or decrease in the fair value of plan assets is as follows:

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended

March 31, 2018

The balance of fair value of plan assets at the beginning of the fiscal year ¥ 36,479 ¥ 36,593 $ 344,436
Interest revenue 130 172 1,618
Remeasument

Return on plan assets 342 95 898
Contributions paid by the employer 1,598 1,470 13,840
Benefits paid (1,882) (2,092) (19,689)
Other (74) (12) (112)

The balance of fair value of plan assets at the end of the fiscal year ¥ 36,593 ¥ 36,227 $ 340,991

For contributions to defined benefit plans, contributions are deter-
mined by making an actuarial review periodically so that bal-
anced budgets can be maintained in the future. In the actuarial
review, the Group reviews assumptions related to the determina-
tion of contributions (such as expected rate of interest, expected

appropriateness of contributions determined.

year ending March 31, 2019.

mortality rate and expected withdrawal rate) and verifies the

The Group will make contributions of ¥1,470 million in the fiscal
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(iv) Items of Plan Assets
Plan assets consisted of the following

items.

Millions of yen

IFRS Transition Date As of April 1, 2016

As of March 31, 2017

Assets for which
active market
prices are not

Assets for which
active market

Assets for which
active market
prices are not

Assets for which
active market

prices are available available Total prices are available available Total
Cash and cash equivalents ¥ 535 ¥ — ¥ 535 ¥ 2,881 ¥ — ¥ 2,881
Equity instruments
Domestic equity securities 1,127 — 1,127 1,069 — 1,069
Foreign equity securities 1,893 — 1,893 1,816 — 1,816
Debt instruments
Domestic bonds 20,468 — 20,468 18,462 — 18,462
Foreign bonds 5,028 — 5,028 5,053 — 5,053
General accounts of life insurance — 502 502 — 530 530
Alternative investments* — 6,925 6,925 — 6,782 6,782
Total ¥ 29,051 ¥ 7,427 ¥ 36,479 ¥ 29,281 ¥7,312 ¥ 36,593
*Alternative investments include hedge funds.
Millions of yen Thousands of U.S. dollars
As of March 31, 2018 As of March 31, 2018
Assets for which Assets for which
Assets for which active market Assets for which active market
active market prices are not active market prices are not
prices are available available Total prices are available available Total
Cash and cash equivalents ¥ 3,961 ¥ — ¥ 3,961 $ 37,282 $ — $ 37,282
Equity instruments
Domestic equity securities 1,042 — 1,042 9,810 — 9,810
Foreign equity securities 3,111 — 3,111 29,285 — 29,285
Debt instruments
Domestic bonds 8,740 — 8,740 82,267 — 82,267
Foreign bonds 10,054 — 10,054 94,634 — 94,634
General accounts of life insurance — 551 551 — 5,183 5,183
Alternative investments* — 8,768 8,768 — 82,530 82,530
Total ¥ 26,908 ¥9,319 ¥ 36,227 $ 253,278 $ 87,713 $ 340,991

*Alternative investments include hedge funds.

(v) Main Components used for Actuarial Assumption

%

IFRS Transition Date As of March 31,
As of April 1, 2016 2017

As of March 31,

2018

Discount rates (Weighted average)

0.40 0.50

0.44

(vi) Sensitivity Analysis

In the fiscal year ended March 31, 2018, a 0.5% increase (decrease)

the calculation are constant. In reality, since individual assumptions

in the discount rate used in actuarial calculation would have resulted
in a decrease (increase) in the present value of defined benefit plan
obligations by ¥2,881 million ($27,120 thousand). This provisional cal-
culation assumes that variables other than the assumptions used in

are affected by changes in economic indicators and conditions at the
same time, the assumptions are expected to change independently
or in a correlated fashion, and actual effects of such changes on
defined benefit plan obligations may differ.
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3) Defined Contribution Plans
The amount recognized as expenses in relation to defined contribution plans was ¥372 million in the fiscal year ended March 31, 2017 and
¥406 million ($3,822 thousand) in the fiscal year ended March 31, 2018.

4) Employee Benefits Expense

The total amount of employee benefits expense included in “cost of sales” and “selling, general and administrative expenses” in the con-
solidated statement of profit or loss in the fiscal year ended March 31, 2017 and the fiscal year ended March 31, 2018 was ¥2,566 million
($24,154 thousand) and ¥2,865 million ($26,965 thousand), respectively.

(21) Other Liabilities

Other liabilities includes following items.

Thousands of

Millions of yen U.S. dollars
|IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Other current liabilities
Accrued bonuses ¥ 4,274 ¥ 4,299 ¥ 4,523 $ 42,582
Unearned revenue 3,602 4,163 4,860 45,744
Advances received 811 943 585 5,506
Accrued consumption taxes 301 727 751 7,067
Other 1,303 1,224 1,888 17,768
Total ¥ 10,191 ¥ 11,357 ¥ 12,607 $ 118,666
Other non-current assets
Provision for environmental measures 1,069 824 701 6,601
Other 1,379 1,454 1,778 16,738
Total ¥ 2,448 ¥ 2,278 ¥ 2,480 $ 23,339

(22) Equity and Other Equity Items

1) Share Capital and Capital Surplus
Capital surplus consists of legal capital surplus and other capital surplus.

The Companies Act of Japan (hereinafter the “Companies Act”) stipulates that at least half of payment or contribution at the share
issue shall be credited to share capital, and the remaining amount may be recorded as legal capital surplus included in capital surplus.
In addition, under the Companies Act, legal capital surplus may be credited to share capital by resolution of the general meeting of
shareholders.

Increase or decrease in the number of authorized shares and the number of issued shares is as follows:

Number of shares authorized Number of shares issued
IFRS Transition Date As of April 1, 2016 696,061,000 226,074,545
Increase/Decrease — —
As of March 31, 2017 696,061,000 226,074,545
Increase/Decrease — 51,600
As of March 31, 2018 696,061,000 226,126,145

(Notes) 1. All shares issued by the Company are ordinary shares with no rights limitations and without par value and restricted shares. Issued shares are fully paid up.
2. Major factors for the increase or decrease during the period are changes related to directors’ remuneration.
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2) Treasury Shares

The Companies Act stipulates that entities may determine the
number of shares to be acquired, the total amount of acquisition
price, etc. and acquire treasury shares by resolution of the gen-
eral meeting of shareholders, to the extent of the distributable

Increase or decrease in the number of treasury shares is as follows:

amount. Moreover, in the case of acquisition through market
transactions or a takeover bid, treasury shares may be acquired
by resolution of the Board of Directors within the requirements
prescribed in the Companies Act in accordance with the provi-
sions of the Articles of Incorporation.

Number of shares

IFRS Transition Date As of April 1, 2016 488,223
Increase/Decrease 3,072,309
As of March 31, 2017 3,560,532
Increase/Decrease (25,753)
As of March 31, 2018 3,634,779

(Note) Increase or decrease during the period is mainly due to purchase of shares less than one unit.

3) Retained Earnings

Retained earnings consist of legal retained earnings and other retained earnings.

The Companies Act stipulates that one tenth of the amount paid as dividends of surplus shall be reserved as legal capital surplus or legal
retained earnings until the sum of legal capital surplus included in capital surplus and legal retained earnings included in retained earnings
reaches one quarter of share capital. Accumulated legal retained earnings may be appropriated to cover a deficit. It is specified that legal
retained earnings may be reversed by resolution of general meeting of shareholder.

4) Other Components of Equity

Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)

Millions of yen

Net change in
financial assets

measured at fair Net change Exchange diffe- Remeasure-
value through  in fair value  ences on trans- ments of
other compre-  on cash flow lation of foreign defined benefit  Restricted
hensive income hedges operations plans Shares Total
As of April 1, 2016 ¥ 15,728 ¥ (159) ¥ — ¥ — ¥— ¥ 15,569
Other comprehensive income 2,805 151 (1,221) 969 — 2,703
Total comprehensive income 2,805 151 (1,221) 969 — 2,703
Share-based payment plan — — — — — —
Transfer from other components of
equity to retained earnings (1,302) — — (969) — (2,271)
Changes in non-controlling interests (18) — 23 — — 5
Other movements — — — — — —
Total transactions with owners, etc. (1,320) — 23 (969) — (2,266)
As of March 31, 2017 ¥17,213 ¥ (8 ¥(1,198) ¥ — ¥ — ¥ 16,006
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Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)

Millions of yen

Net change in
financial assets

measured at fair Net change Exchange differ- Remeasure-
value through in fair value  ences on trans- ments of
other compre-  on cash flow lation of foreign defined benefit  Restricted
hensive income hedges operations plans Shares Other Total
As of April 1, 2017 ¥17,213 ¥ (8) ¥ (1,198) ¥ — ¥ — ¥ — ¥ 16,006
Other comprehensive income 8,034 79 1,822 110 — — 10,045
Total comprehensive income 8,034 79 1,822 110 — — 10,045
Share-based payment plan — — — — (25) — (25)
Transfer from other components of
equity to retained earnings (183) — — (110) — — (292)
Changes in non-controlling interests — — 4 — — — 4
Other movements — — (206) — — (460) (666)
Total transactions with owners, etc. (183) — (202) (110) (25) (460) (980)
As of March 31, 2018 ¥ 25,064 ¥70 ¥ 422 ¥ — ¥ (25) ¥ (460) ¥ 25,071
Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)
Thousands of U.S. dollars
Net change in
financial assets
measured at fair Net change Exchange differ- Remeasure-
value through in fair value  ences on trans- ments of
other compre-  on cash flow lation of foreign defined benefit  Restricted
hensive income hedges operations plans Shares Other Total
As of April 1, 2017 $162,017 $ (81) $(11,273) $ — $ — $ — $ 150,662
Other comprehensive income 75,624 742 17,149 1,034 — — 94,549
Total comprehensive income 75,624 742 17,149 1,034 — — 94,549
Share-based payment plan — — — — (236) — (236)
Transfer from other components of
equity to retained earnings (1,719) — — (1,034) — — (2,753)
Changes in non-controlling interests — — 36 — — — 36
Other movements — — (1,946) — — (4,325) (6,272)
Total transactions with owners, etc. (1,719) — (1,910) (1,034) (236) (4,325) (9,225)
As of March 31, 2018 $ 235,922 $ 660 $ 3,966 $ — $ (236) $ (4,325) $ 235,986

(a) Exchange Differences on Translation of Foreign Operations
They represent translation differences on foreign operations’ finan-
cial statements.

(b) Net Change in Financial Assets Measured at Fair Value
through Other Comprehensive Income

It represents valuation differences on fair value of equity instruments
measured at fair value through other comprehensive income.

(c) Net Change in Fair Value of Cash Flow Hedges

It represents change in profit or loss on valuation of derivatives
as hedging instruments that were recorded in the statement of
comprehensive income on and before the date of cessation of

hedge accounting.

(d) Remeasurements of Defined Benefit Liabilities (Assets)
Remeasurements of defined benefit liabilities (assets) are changes
in actuarial differences, return on plan assets (excluding the amount
included in interest revenue) and the effect of the asset ceiling
(excluding the amount included in interest revenue). Actuarial dif-
ferences are adjustments based on actual results related to defined
benefit plan obligations (differences between actuarial assumptions
at the beginning of the period and actual results) and the effect of
changes in actuarial assumptions. These items are recognized in
other comprehensive income when they arise, and immediately
transferred from other components of equity to retained earnings.

(e) Restricted Shares
Under the restricted share-based payment plan, monetary remu-
neration to be used as contributed properties for restricted shares



42 JSR Corporation Annual Report 2018

is provided. The amount equivalent to fair value of remuneration the debited amount are deducted at the time when remuneration
determined at the initial recognition is recorded in share capital, and  cost is recognized.

recognized as the amount debited to other components of equity. Details of the restricted share-based payment plan are provided
Over the vesting period, other components of equity recognized as in the note “(30) Share-Based Payment.”

(23) Dividends

The amounts of dividends paid are as follows:

Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)

Class of Total amount of Dividends Effective date of Source of

Resolution shares dividends per share Record date dividends dividends

Ordinary General Meeting of Ordinary . Retained
Shareholders on June 17, 2016 shares ¥ 5,640 million ¥25 March 31, 2016 June 20, 2016 Earnings
Board of Directors Meeting on Ordinary . Retained
October 24, 2016 shares ¥ 5,562 million ¥ 25 September 30, 2016  November 24, 2016 Earnings

Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)

Class of Total amount of Dividends Effective date of Source of

Resolution shares dividends per share Record date dividends dividends

Ordinary General Meeting of Ordinary ¥ 5,563 million ¥25 Retained
March 31, 2017 19, 2017 .

Shareholders on June 16, 2017 shares ($52,361 thousand) ($ 0.24) arch 31, 20 June 19, 20 Earnings

Board of Directors Meeting on Ordinary ¥ 5,564 million ¥25 Retained

October 30, 2017 shares ($ 52,374 thousand) ($ 0.24) September 30, 2017 November 30, 2017 Earnings

Dividends of which record dates belong to the current consolidated fiscal year and of which effective dates of dividends fall after the end
of the current consolidated fiscal year are as follows:

Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)

Class of Total amount of Dividends Effective date of Source of

Resolution shares dividends per share Record date dividends dividends

Ordinary General Meeting of Ordinary - Retained
¥ 5,563 million ¥ 25 March 31, 2017 June 19, 2017 .

Shareholders on June 16, 2017 shares Earnings

Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)

Class of Total amount of Dividends Effective date of Source of

Resolution shares dividends per share Record date dividends dividends

Ordinary General Meeting of Ordinary ¥ 5,565 million ¥25 Retained
Shareholders on June 15, 2018 shares ($ 52,379 thousand) ($ 0.24) March 31, 2018 June 18, 2018 Earnings

(24) Revenue

Revenue composed of the followings.

Thousands of
Millions of yen U.S. dollars

Fiscal year ended Fiscal year ended  Fiscal year ended
March 31, 2017 March 31, 2018 March 31, 2018

Sale of products ¥ 377,096 ¥ 405,600 $ 3,817,772
Service revenue 11,359 16,330 153,707

Total ¥ 388,455 ¥ 421,930 $ 3,971,478
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(25) Selling, General and Administrative Expenses

1) Major Items in Selling, General and Administrative Expenses are as Follows:

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2018

March 31, 2017

Fiscal year ended
March 31, 2018

Transportation and warehousing expenses ¥ 8,421 ¥ 8,776 $ 82,607
Salaries and allowances 17,874 18,949 178,363
Retirement benefit expenses 1,020 860 8,097
Experiment and research expenses 19,585 20,678 194,638
Depreciation 2,159 2,320 21,840
Supplies expenses 3,386 3,695 34,777
Business consignment expenses 2,790 3,631 34,177
Other 26,522 28,067 264,184

Total ¥ 81,759 ¥ 86,977 $ 818,682

2) Amount of Research and Development Expense included in General and Administrative Expenses and Manufacturing Costs

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2018

March 31, 2017

Fiscal year ended
March 31, 2018

Research and development expense

¥ 19,370

¥ 20,322

$ 191,281

(26) Other Operating Income and Expenses

Other operating Income consisted of as follows:

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2018

March 31, 2017

Fiscal year ended
March 31, 2018

Gain on sales of non-current assets ¥ 663 ¥ 170 $ 1,603
Rent income 89 94 883
Gain on transfer of business 749 — —
Gain on bargain purchase — 441 4,155
Settlement received — 602 5,670
Other 3,404 954 8,978

Total ¥ 4,906 ¥ 2,262 $ 21,289

Other operating expenses consisted of as follows:

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2018

March 31, 2017

Fiscal year ended
March 31, 2018

Loss on abandonment of non-current assets ¥ 283 ¥ 921 $ 8,665
Loss on sales of non-current assets 43 1 105
Impairment loss 2,111 — —
Other 1,479 1,255 11,817

Total ¥ 3,916 ¥2,187 $ 20,586
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(27) Financial Income and Costs

Financial income consisted of as follows:

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended
March 31, 2018

Financial assets measured at amortized cost

Interest income ¥ 226 ¥ 238 $ 2,236
Equity financial assets measured at fair value through other comprehensive income
Dividend income 1,143 2,083 19,608
Foreign exchange gains 1,676 1,338 12,592
Total ¥ 3,045 ¥ 3,659 $ 34,436

Financial costs consisted of as follows:

Millions of yen

Thousands of
U.S. dollars

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Fiscal year ended
March 31, 2018

Financial liabilities measured at amortized cost

Interest expenses ¥ 694 ¥ 1,022 $9,619
Total ¥ 694 ¥ 1,022 $9,619
(28) Other Comprehensive Income
Changes in items of other comprehensive income are shown below.
Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)
Millions of yen
Amount incurred  Reclassification before tax Income tax Net of tax
Other comprehensive income that will not be
reclassified to profit or loss
Net change in financial assets measured at
fair value through other comprehensive income ¥ 4,026 ¥ — ¥ 4,026 ¥ (1,245) ¥ 2,781
Remeasurements of defined benefit plans 1,323 — 1,323 (405) 918
Share of other comprehensive income of
entities accounted for using equity method 51 — 51 — 51
Total 5,400 — 5,400 (1,650) 3,750
ltems that may be reclassified to profit or loss
Cash flow hedges 162 133 295 — 295
Exchange differences on translation of
foreign operations (303) — (303) — (303)
Share of other comprehensive income of
entities accounted for using equity method (1,179) — (1,179) — (1,179)
Total (1,319) 133 (1,187) — (1,187)
Total ¥ 4,080 ¥ 133 ¥ 4,213 ¥ (1,650) ¥ 2,564
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Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)

Millions of yen

Amount incurred  Reclassification before tax Income tax Net of tax
Other comprehensive income that will not be
reclassified to profit or loss
Net change in financial assets measured at
fair value through other comprehensive income ¥ 11,588 ¥ — ¥ 11,588 ¥ (3,541) ¥ 8,046
Remeasurements of defined benefit plans 230 — 230 (71) 160
Share of other comprehensive income of
entities accounted for using equity method (50) — (50) — (50)
Total 11,768 — 11,768 (3,612) 8,156
ltems that may be reclassified to profit or loss
Cash flow hedges 95 59 154 — 154
Exchange differences on translation of
foreign operations 1,001 — 1,001 — 1,001
Share of other comprehensive income of
entities accounted for using equity method 1,581 — 1,581 — 1,581
Total 2,677 59 2,736 — 2,736
Total ¥ 14,445 ¥59 ¥ 14,504 ¥ (3,612) ¥ 10,892
Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)
Thousands of U.S. dollars
Amount incurred  Reclassification before tax Income tax Net of tax
Other comprehensive income that will not be
reclassified to profit or loss
Net change in financial assets measured at
fair value through other comprehensive income $ 109,073 $ — $ 109,073 $ (33,335) $ 75,739
Remeasurements of defined benefit plans 2,169 — 2,169 (664) 1,505
Share of other comprehensive income of
entities accounted for using equity method (471) — (471) — (471)
Total 110,772 — 110,772 (33,999) 76,773
ltems that may be reclassified to profit or loss
Cash flow hedges 896 558 1,454 — 1,454
Exchange differences on translation of
foreign operations 9,420 — 9,420 — 9,420
Share of other comprehensive income of
entities accounted for using equity method 14,878 — 14,878 — 14,878
Total 25,194 558 25,752 — 25,752
Total $ 135,966 $ 558 $ 136,524 $ (33,999) $ 102,525
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(29) Earnings per Share

Fiscal year ended

Fiscal year ended

Fiscal year ended March

March 31, 2017 March 31, 2018 31,2018

1) Basic earnings per share ¥ 135.17 ¥ 149.32 $ 1.41
(Basis of calculation)

Profit attributable to owners of parent ¥ 30,243 million ¥ 33,230 million  $ 312,784 thousand

Average shares outstanding during the year (1,000 shares) 223,743 222,551 222,551

2) Diluted earnings per share ¥134.77 ¥ 148.89 $1.40
(Basis of calculation)

Increase in common stock due to stock options (1,000 shares) 652 637 637

Average diluted shares outstanding during the year (1,000 shares) 224,395 223,187 223,187

(30) Share-Based Payment

1) Stock Options
(i) Overview of Share-Based Payment Plan
The Group operated an equity-settled share-based payment plan
where the Group received services from directors, executive offi-
cers, and employees and paid equity instruments (options) as con-
sideration thereof until June 2017.

The fair value on the date the option was granted under the plan
is recognized as an expense over the option’s vesting period and

the same amount is recorded as an increase of equity. The plan
was terminated in June 2017 (however, of share acquisition rights
as share-based stock options that were already granted to direc-
tors, etc., those share acquisition rights which have not been exer-
cised will be continued).

(i) Number and Weighted Average Exercise Prices of Stock Options

Shares Yen

Shares Yen

Fiscal year ended March 31, 2017

Fiscal year ended March 31, 2018

Number of shares

Weighted average
exercise price

Weighted average

exercise price Number of shares

Outstanding at the beginning 621,400 ¥ 1 642,100 ¥ 1
Granted 74,200 1 — —
Exercised (53,500) 1 (26,800) 1
Forfeited — — — —
Expired — — — —
Outstanding at the end 642,100 1 615,300 1
Exercisable at the end 307,100 1 364,500 1

The weighted average share price as of the exercise date of stock
options exercised during the period was ¥ 1,762 and ¥ 2,353 in the
fiscal years ended March 31, 2017 and 2018, respectively.

In the fiscal years ended March 31, 2017 and 2018, the exercise
price of unexercised stock options was ¥ 1 each. The weighted

average remaining contract terms in the fiscal years ended March
31,2017 and 2018 were 11.6 years and 10.7 years, respectively,

for the unexercised balance at the end of the fiscal year, and 13.1
years and 12.3 years, respectively, for the exercisable balance at

the end of the fiscal year.
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(iii) Fair Value of Stock Options Granted During the Period and
Assumptions

The weighted average grant-date fair value of stock options granted

during the period is measured based on the following assumptions

using the Black-Scholes model.

Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018

Share price at date of grant (Yen) 1,201 —
Exercise price (Yen) 1 —
Expected volatility (%) 28.0 —
Expected option life (Year) 5 —
Expected dividend (%) 4.16 —
Risk free interest rate (%) (0.381) —

(Notes) 1. The expected volatility was determined by tabulating actual share
prices in the period corresponding to the expected remaining period on
the basis of closing price at the end of each month.

. Since the expected remaining period is difficult to reasonably estimate
due to lack of sufficient data accumulated, the average tenure of direc-
tors up to this point was deemed as the expected remaining period.

3. Expected dividends were calculated as “actual dividends paid per

share + share price at the grant date.”

4. For the risk free rate, the government bond yield corresponding to the

expected remaining period was used.

N

2) Restricted Share-Based Payment Plan

From the fiscal year ended March 31, 2018, the Group has intro-
duced the restricted share-based payment plan in order to further
promote sharing of values with shareholders and establish a remu-
neration structure that contributes to sustained improvement in
corporate value in the medium to long term. Under this plan, to
grant restricted shares to directors, excluding outside directors,
and executive officers (hereinafter “Eligible Directors, etc.”), the
Company is to provide the Eligible Directors, etc. with claims for
monetary remuneration in principle in each period and have them
contribute these claims in kind as contributed properties to the
Company. Accordingly, the Company is to issue or dispose of ordi-
nary shares of the Company to the Eligible Directors, etc. and make
them hold the shares.

(31) Financial Instruments

The Company enters into an agreement with Eligible Directors,
etc. for allotment of restricted shares, and Eligible Directors, etc. can-
not transfer, pledge or dispose of in any other way shares granted
under the allotment agreement at will during a given period of time
stipulated in the agreement (hereinafter the “Transfer Restriction
Period"”) (hereinafter, the “Transfer Restriction”). The Transfer
Restriction is lifted for all shares held by Eligible Directors, etc.
when the Transfer Restriction Period expires, on the condition that
the Eligible Directors, etc. continued to hold a position of directors,
executive officers, audit & supervisory board members, employ-
ees, or any other equivalent position of the Company or its subsidiar-
ies during the Transfer Restriction Period. On the other hand, under
this structure, shares for which the Transfer Restriction has not been
lifted at the time when the Transfer Restriction Period expires are
acquired by the Company without any payment in principle.

Details of restricted shares granted during the period are as follows:

Fiscal year ended March 31, 2018
(from April 1, 2017 to March 31, 2018)

Number of restricted

51,600 shares
shares granted

¥ 1,944 per share ($18.30 per share)

Calculated on the basis of closing price
of ordinary shares of the Company at
the Tokyo Stock Exchange on the busi-
ness day preceding the date when the
Board of Directors adopted a resolution.

Fair value on the grant date

Calculation method for fair
value measurement

Transfer Restriction Period 3 years

3) Share-Based Payment Expense

The amount of share-based expense included in “selling, general
and administrative expenses” on the consolidated statement of
profit or loss was, ¥ 90 million in fiscal year ended March 31,2017
and ¥ 98 million ($920 thousand) in fiscal year ended in March 31,
2018, respectively.

1) Capital Management Policy

The Group considers it vitally important to improve corporate per-
formance on a long-term basis and achieve improvement in corpo-
rate value in the medium to long term by strengthening its research
and development activities from a long-term viewpoint and enhanc-
ing competitiveness through development of new businesses. For
capital efficiency, the Group monitors ROE on a timely basis.

2) Financial Risks

The Group is exposed to financial risks related to operating activ-
ities (market risk, credit risk and liquidity risk), and conducts risk
management based on certain policy to avoid or mitigate effects of
the risks. For fund management, approval of the Company's Board

of Directors is received in principle at the beginning of each period.
Transactions and risk management during the period are principally
conducted based on internal management regulations. The Group
uses derivatives to avert risks described below, and as its policy,
does not perform any speculative transaction.

(i) Market Risks
(a) Exchange Rate Risks
The Group operates business globally and sells products manu-
factured by the Company and each subsidiary and others abroad.
Thus, the Group is exposed to the risk that profit or loss, cash
flows, etc. are affected by fluctuations in exchange rates.
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To avoid exchange rate risks, the Group mainly utilizes foreign accordance with the derivative transaction management reg-
exchange forward contracts as derivative transactions for trade ulations that specify authority for transactions, maximum
receivables and payables denominated in foreign currencies. amount, etc. and reports monthly trading results to responsi-

The Company's responsible department manages risks in ble Directors.

Details of currency derivatives are as follows:

Derivative Transactions which Hedge Accounting Is Not Applied
Millions of yen

IFRS Transition Date As of April 1, 2016 As of March 31, 2017
Contracted Later than Contracted Later than
Amount one year Fair value Amount one year Fair value
U.S. dollar
Forward exchange contracts
Purchase ¥ 1,318 ¥ — ¥ (3) ¥3,170 ¥ — ¥5
Sell 1,242 — 30 6,653 — (3)
Total ¥ 2,560 ¥ — ¥ 27 ¥9,823 ¥ — ¥2
Millions of yen Thousands of U.S. dollars
As of March 31, 2018 As of March 31, 2018
Contracted Later than Contracted Later than
Amount one year Fair value Amount one year Fair value
U.S. dollar
Forward exchange contracts
Purchase ¥ 1,454 ¥ — ¥ (33) $ 13,690 $— $ (311)
Sell 2,336 —_ 27 21,984 — 253
Total ¥ 3,790 ¥— ¥ (6) $ 35,674 $— $ (58)

Although the Group does not apply hedge accounting to these derivative transactions, it considers that the transactions effectively
offset effects of exchange fluctuations.

Exposure to Exchange Rate Risks
The Group's exposure of Japanese yen, Korean won and Thai baht as functional currencies against U.S. dollar, the major foreign cur-
rency, is as follows. These amounts are after deduction of amounts of exchange rate risks hedged through derivative transactions, etc.

Thousands of U.S.

Millions of yen dollars
IFRS Transition Date  As of March 31, As of March 31, As of March 31,
Functional Currency As of April 1, 2016 2017 2018 2018
Japanese yen ¥ 6,059 ¥ 5714 ¥ 14,702 $ 138,387
Korean won 8,059 11,826 3,998 37,632
Thai baht ¥ (23,887) ¥ (25,009) ¥ (11,231) $ (105,718)

Foreign Exchange Sensitivity Analysis

With regard to foreign currency receivables and payables held by the Group at the end of each fiscal year, effects of 1% depreciation
of US dollar against each functional currency on profit before tax in the consolidated statement of profit or loss are as follows. If each
currency moves inversely, this will have effects opposite to and at the same amount as the table below. The calculation is based on
the assumption that currencies other than the currency used do not fluctuate.

Thousands of U.S.

Millions of yen dollars
As of March 31, As of March 31, As of March 31,

Functional Currency 2017 2018 2018
Japanese yen (weak U.S. dollar) ¥ (57) ¥ (147) $ (1,384)
Korean won (weak U.S. dollar) (118) (40) (376)

Thai baht (weak U.S. dollar) ¥ 250 ¥ 112 $ 1,057
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(b) Equity Price Risks
Equity instruments held by the Group are principally shares of
companies with which the Group has business relationships.
These shares were acquired to expand businesses mutually
and enhance the transaction relationships, and the Group does
not hold the shares for the purpose of short-term trading.

Equity instruments include listed shares and unlisted shares.
The Group periodically monitors market value, financial conditions
of the issuers (business partners), etc. and reviews the owner-
ship in light of the relationships with the business partners.

If the share price increases (decreases) by 5% with other
changing factors remaining constant, other components of
equity (net of related tax effects) will increase (decrease) by
¥ 2,332 million ($21,948 thousand) for the fiscal year ended
March 31, 2018 (date of transition: ¥ 1,744 million, fiscal year
ended March 31, 2017: ¥ 1,792 million) due to the change in
fair value.

(c) Interest Rate Risks
The Group is exposed to interest rate fluctuation risks because
it receives variable-rate loans from financial institutions.

For variable-rate, long-term borrowings involving interest
rate fluctuation risks, the Group mitigates the risks by fixing
cash flows using interest rate swap transactions, and applies
cash flow hedges.

Exposure to interest rate fluctuation risks for the Group
is limited, and effects of interest rate fluctuations are
insignificant.

(ii) Credit Risks
The Group's trade and other receivables, other financial assets, etc.
are exposed to credit risks of customers.

The Group establishes terms of collection and credit limit for
transaction partners. In addition, the Group confirms the credit sta-
tus periodically by obtaining the latest credit report on transaction
partners from external organizations where necessary and analyz-
ing the report as well as past results of collection and other fac-
tors. If it is considered that there is any change or abnormality in

the credit status as a result of the confirmation, measures for pro-
tection of receivables are taken appropriately, including change in
the credit limit, modification of the terms of collection or obtaining
transaction credit insurance.

In the execution of derivative transactions, the Group conducts
transactions only with financial institutions with high credit ratings
in principle to mitigate credit risks.

The Group classifies receivables, etc. based on nature of the
credit risk to calculate loss allowance.

In terms of trade receivables, the loss allowance is always
determined as the same amount as lifetime expected credit loss
(simplified approach). The amount of expected credit loss is cal-
culated by classifying receivables, etc. according to nature of the
credit risk of the counterparty and multiplying the receivables
amount by the allowance rate set according to the classification.
This allowance rate is set in view of the probability of future occur-
rence of credit loss based on external credit reports.

In terms of other receivables, etc., the loss allowance is mea-
sured as the same amount as the 12-month expected credit loss in
principle. The amount of expected credit loss is calculated by multi-
plying the gross carrying amount by the allowance rate established
as stated above, in accordance with the general approach.

Of other receivables, etc., in terms of assets for which the
credit risk has significantly increased from the initial recognition,
including the case where the receivable is past due for payment,
and credit-impaired financial assets, the loss allowance is recog-
nized at the same amount as lifetime expected credit loss. In doing
so, the amount of expected credit loss is determined as the differ-
ence between the present value, which is calculated by discount-
ing future estimated cash flows using the original effective interest
rate for the asset, and the gross carrying amount.

Gross carrying amount and loss allowance of financial assets
for which loss allowance is recognized are as shown below.
Investments (debt financial assets) and time deposits are excluded
from the table below as those are judged as they are not exposed
to credit risks.

Thousands of

Millions of yen U.S. dollars

Gross carrying amount

IFRS Transition Date  As of March 31,

As of March 31, As of March 31,

As of April 1, 2016 2017 2018 2018

Trade and other receivables

Measured at 12-month expected credit losses ¥ 13,907 ¥ 20,405 ¥ 20,520 $ 193,146

Measured at lifetime expected credit losses 252 431 287 2,704

Measured by simplified approach 74,548 88,382 99,059 932,410
Other financial assets

Measured at 12-month expected credit losses 5,944 4,209 2,783 26,199

Measured at lifetime expected credit losses 321 1,100 390 3,674

* Financial assets for which loss allowance is measured at the amount equivalent
to lifetime expected credit loss are principally credit-impaired financial assets.
* Credlit risk rating:
For financial assets for which loss allowance is measured at 12-month expected
credit loss, the credit risk rating for expected credit loss (assets to which the

simplified approach is applied also correspond to this) is relatively high com-
pared to financial assets for which loss allowance is measured at the amount
equivalent to lifetime expected credit loss, and the credit rating of financial
assets falling in the same category is basically the same.
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Millions of yen

Loss Allowance

Trade and other receivables

Other financial assets

Measured at life-
time expected
credit losses

Measured at
12-month expected
credit losses

Measured by simpli-
fied approach

Measured at Measured at life-
12-month expected  time expected
credit losses credit losses

IFRS Transition Date As of April 1, 2016 ¥ — ¥ 227 ¥ 191 ¥0 ¥ 321

Increase — 250 115 1 145
Decrease(Utilization) — — — — —
Decrease(Reversal) — (60) (71) — (34)
Other — (8) 2 — —
As of March 31, 2017 Y — ¥ 410 ¥ 237 ¥ 1 ¥ 433
Increase — 77 16 — 54
Decrease(Utilization) — (220) — — —
Decrease(Reversal) — (13) (15) (0) (35)
Other — 10 34 — (62)
As of March 31, 2018 ¥— ¥ 263 ¥ 273 ¥ 1 ¥ 390

Thousands of U.S. dollars

Loss Allowance

Trade and other receivables

Other financial assets

Measured at life-
time expected
credit losses

Measured at
12-month expected
credit losses

Measured by simpli-
fied approach

12-month expected

Measured at Measured at life-
time expected

credit losses credit losses

As of March 31, 2017 $— $ 3,855 $2,233 $ 7 $ 4,071

Increase — 720 1562 — 512
Decrease(Utilization) — (2,067) — — —
Decrease(Reversal) — (126) (138) (0) (326)
Other — 94 324 — (584)
As of March 31, 2018 $— $ 2,476 $2,571 $ 6 $ 3,674

* There is no significant change in gross carrying amount that could affect a change in loss allowance.

The maximum exposure for credit risk of financial assets is the carrying amount presented in the consolidated statement of finan-

cial position.

With regard to debt guarantees, the maximum exposure for credit risk is as follows:

Thousands of

Millions of yen U.S. dollars
IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Guarantee Obligation ¥ 1,281 ¥ 2,367 ¥2,764 $ 26,018

* Loss allowance related to losses that could arise due to performance of a debt guarantee contract has not been recorded.
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(iii) Liquidity Risks

Liquidity risks are the risk that the Group cannot execute a payment on the due date. Funds of the Group as a whole are in a position of
net cash where funds held exceed borrowings. The Group formulates a financial plan based on the annual business plan, and then man-
ages liquidity risks by ensuring an appropriate balance between direct and indirect financing and between short-term and long-term financ-
ing to prepare for these risks.

The balance of financial liabilities of the Group by maturity is as follows:
Millions of yen

contractual
IFRS Transition Date Carrying  Not later than Later than  cash flows

As of April 1, 2016 amount one year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
Trade and other receivables ¥ 77,984 ¥ 77,984 ¥ — ¥ — ¥ — ¥ — ¥ — ¥ 77,984
Borrowings 43,038 21,089 6,438 6,292 5,632 3,593 1,233 44,178
Derivative liabilities 312 — — — — — 312 312
Other 2,767 546 497 370 242 242 871 2,767
Total ¥ 124,101 ¥99,619 ¥ 6,935 ¥ 6,662 ¥5,774 ¥ 3,835 ¥2,416  ¥125,241

Millions of yen

contractual
Carrying Not later than Later than cash flows

As of March 31, 2017 amount one year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
Trade and other receivables ¥ 95,037 ¥ 95,037 ¥ — ¥  — ¥ — ¥ — ¥ — ¥ 095,037
Borrowings 62,121 24,257 7,290 7,520 9,300 6,141 9,631 64,138
Derivative liabilities 30 13 — — — — 17 30
Other 2,601 613 519 437 330 311 391 2,601
Total ¥ 159,790 ¥ 119,920 ¥ 7,809 ¥ 7,957 ¥ 9,630 ¥ 6,452 ¥ 10,039 ¥ 161,806

Millions of yen

contractual
Carrying Not later than Later than cash flows

As of March 31, 2018 amount one year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
Trade and other receivables ¥ 110,303 ¥ 110,303 ¥ — ¥ — ¥ — ¥ — ¥ — ¥110,303
Borrowings 79,404 26,163 11,633 11,654 11,079 8,695 11,732 80,956
Derivative liabilities 119 119 — — —_ — — 119
Other 2,196 520 456 344 320 286 271 2,196
Total ¥ 192,022 ¥ 137,105 ¥ 12,089 ¥ 11,998 ¥ 11,399 ¥ 8,981 ¥12,003 ¥ 193,574

Thousands of U.S. dollars

contractual
Carrying Not later than Later than cash flows

As of March 31, 2018 amount one year 1-2 years 2-3 years 3-4 years 4-5 years 5 years Total
Trade and other receivables  $ 1,038,248 $ 1,038,248 $ — 8 — 8 — $ — 8 — $1,038,248
Borrowings 747,399 246,261 109,494 109,693 104,287 81,844 110,431 762,011
Derivative liabilities 1,118 1,118 — — — — — 1,118
Other 20,674 4,894 4,292 3,236 3,010 2,688 2,554 20,675

Total $1,807,439 $1,290,521 $113,786 $ 112,930 $ 107,297 $84,532 $112,985 $ 1,822,052
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3) Fair Value of Financial Instruments
The Group classifies financial instruments into the following three levels in the fair value hierarchy according to the observability of inputs
used for fair value measurement in markets:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities

Level 2: Directly or indirectly observable inputs that are not included in Level 1

Level 3: Fair value that is determined using a valuation technique including unobservable inputs

Carrying amount and fair value of financial instruments measured at amortized cost are as follows:

Millions of yen Thousands of U.S. dollars
IFRS Transition Date
As of April 1, 2016 As of March 31, 2017 As of March 31, 2018 As of March 31, 2018
Carrying Carrying Carrying Carrying
Amount Fair Value Amount Fair Value Amount Fair Value Amount Fair Value
Long-term loans payable ¥ 28,198 ¥27,789 ¥46,626 ¥46,617 ¥60503 ¥ 60,360 $569,494 $568,147
The above figures include balances to be collected within one year For fair value of long-term borrowings, the method where the fair
or to be repaid and redeemed within one year. value is calculated by discounting the total amount of principal and
Financial instruments for which the carrying amount is reasonably interest using the interest rate assumed for a similar new loan is used.
approximate to the fair value are not included in the table above. Borrowings are classified as Level 3 in the fair value hierarchy.

Assets and liabilities measured at fair value by the Group are as follows:
Millions of yen

IFRS Transition Date As of April 1, 2016 Level 1 Level 2 Level 3 Total

<Financial Assets>
Financial assets measured at fair value through other comprehensive income
Investments (equity financial assets) ¥ 34,885 ¥ — 6,134 ¥ 41,019

Total ¥ 34,885 ¥ — ¥6,134 ¥ 41,019

<Financial Liabilities>
Financial liabilities defined as hedging instruments
Derivatives — 312 — 312

Total ¥ — ¥312 ¥ — ¥ 312

Millions of yen

As of March 31, 2017 Level 1 Level 2 Level 3 Total

<Financial Assets>
Financial assets measured at fair value through profit or loss

Derivatives ¥ — ¥ 69 ¥ — ¥ 69
Financial assets measured at fair value through other comprehensive income

Investments (equity financial assets) 35,847 — 6,536 42,382

Total ¥ 35,847 ¥ 69 ¥ 6,536 ¥ 42,452

<Financial Liabilities>
Financial liabilities measured at fair value through profit or loss
Derivatives — 13 — 13
Financial liabilities defined as hedging instruments
Derivatives — 17 — 17

Total ¥ — ¥ 30 ¥  — ¥ 30




53 JSR Corporation Annual Report 2018

Millions of yen

As of March 31, 2018 Level 1 Level 2 Level 3 Total

<Financial Assets>
Financial assets measured at fair value through profit or loss

Investments (equity financial assets) ¥ — ¥ — ¥ 4,620 ¥ 4,620
Derivatives —_ 22 — 22
Financial assets measured at fair value through other comprehensive income
Investments (equity financial assets) 46,636 — 10,011 56,646
Financial assets defined as hedging instruments
Derivatives — 138 —_ 138
Total ¥ 46,636 ¥ 160 ¥ 14,631 ¥ 61,426

<Financial Liabilities>
Financial liabilities measured at fair value through profit or loss
Derivatives — 119 — 119

Total ¥ —_ ¥119 ¥ —_ ¥ 119

Thousands of U.S. dollars

As of March 31, 2018 Level 1 Level 2 Level 3 Total

<Financial Assets>

Financial assets measured at fair value through profit or loss

Investments (equity financial assets) $ — $ — $ 43,488 $ 43,488
Derivatives — 211 — 211
Financial assets measured at fair value through other comprehensive income
Investments (equity financial assets) 438,964 — 94,229 533,193
Financial assets defined as hedging instruments
Derivatives — 1,295 — 1,295
Total $ 438,964 $ 1,505 $ 137,717 $ 578,186

<Financial Liabilities>
Financial liabilities measured at fair value through profit or loss
Derivatives — 1,118 — 1,118

Total $ —_ $1,118 $ —_ $ 1,118

(Note) Other than the above assets and liabilities, the Company has entered into an agreement with non-controlling shareholders that the Company purchases all inter-
ests held by the non-controlling shareholders under certain terms and conditions. With regard to the obligations to purchase these interests, ¥460 million ($4,325
thousand) that is the present value of the purchase amount has been recognized as financial liabilities. These are classified as Level 3 in the fair value hierarchy.
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Transfer between levels in the fair value hierarchy is recognized on the day when the event or change in circumstances that caused the
transfer occurred. In each fiscal year, there was no significant transfer between Level 1 and Level 2 in the fair value hierarchy.

Changes in financial instruments classified as Level 3 are as follows:

Millions of yen Thousands of U.S. dollars

Fiscal year ended Fiscal year ended Fiscal year ended

March 31, 2017 March 31, 2018 March 31, 2018
(from April 1, 2016 to  (from April 1, 2017 to (from April 1, 2017 to

March 31, 2017) March 31, 2018) March 31, 2018)
Balance at the beginning ¥ 6,134 ¥ 6,536 $ 61,517
Total gains and losses (1,831) 2,165 20,382
Profit or loss — 32 305
Other comprehensive income (Note) (1,831) 2,133 20,077
Purchase 2,399 4,515 42,497
Selling (167) (673) (6,332)
Other — 2,088 19,653
Balance at the end ¥ 6,536 ¥ 14,631 $ 137,717

(Notes) 1. Gains and losses included in other comprehensive income relate to financial assets measured at fair value through other comprehensive income as at the
reporting date. These gains and losses are included in “net change in financial assets measured at fair value through other comprehensive income” in the

consolidated statement of comprehensive income.

2. Other than the above assets and liabilities, the Company acquired the obligations to purchase non-controlling interests amounting to ¥460 million ($4,325
thousand) in the fiscal year ended March 31, 2018. No material gain or loss has arisen from this transaction.

Financial assets and liabilities classified as Level 2 are derivative
transactions related to foreign exchange forward contracts, interest
rate swaps, etc. Fair value of foreign exchange forward contracts,
interest rate swaps, etc. is calculated based on observable market
data such as interest rate presented by financial institutions with
which the Group has transactions and others.

Financial assets classified as Level 3 are mainly unlisted shares.

4) Hedge Accounting

With regard to valuation of unlisted shares, principally, the fair
value is measured taking into account future profitability or cash
flows of the investees comprehensively. The results are reviewed
and approved by a person with appropriate authority. For financial
instruments classified as Level 3, an increase or decrease in fair
value if unobservable inputs are changed to reasonably possible
alternative assumptions is not significant.

Effects of hedging instruments designated as hedge on the Group’s consolidated statement of financial position are as follows:

Millions of yen

Notional principal of _Carrying amount of hedging instruments

Item on the consolidated state-

IFRS Transition Date As of April 1, 2016 hedging instruments Asset Liability ment of financial position
Cash flow hedges
Interest rate risk

Interest rate swap ¥ 16,158 ¥ — ¥ 312 Other financial liabilities

Millions of yen

Notional principal of _Carrying amount of hedging instruments

Item on the consolidated state-

As of March 31, 2017 hedging instruments Asset Liability ment of financial position
Cash flow hedges
Interest rate risk

Interest rate swap ¥ 15,627 ¥ — ¥17 Other financial liabilities
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Millions of yen

Notional principal of _Carrying amount of hedging instruments

Item on the consolidated state-

As of March 31, 2018 hedging instruments Asset Liability ment of financial position
Cash flow hedges
Interest rate risk
Interest rate swap ¥ 11,467 ¥ 138 ¥— Other financial liabilities

Thousands of U.S. dollars

Notional principal of _Carrying amount of hedging instruments

Item on the consolidated state-

As of March 31, 2018 hedging instruments Asset Liability ment of financial position
Cash flow hedges
Interest rate risk
Interest rate swap $ 107,930 $ 1,295 $— Other financial liabilities

There are no cash flow hedge reserve arising from hedge relationship for which the hedge accounting was discontinued, and no ineffec-

tive portion of hedges recognized in profit or loss.

Effects of hedging instruments designated as cash flow hedges on the Group'’s profit or loss and other comprehensive income are as follows:

Millions of yen

Hedging gains(losses) recog-  Transfer from other compo-
nized as other comprehensive nents of equity to profit or loss

Fiscal year ended March 31, 2017 income as reclassification adjustments Item of transfer to profit or loss
(April 1, 2016 to March 31, 2017) (Note) (Note) as reclassification adjustments
Cash flow hedges
Interest rate risk
Interest rate swap ¥ 295 ¥ 133 Financial costs

(Note) Before tax effect

Millions of yen

Hedging gains(losses) recog-  Transfer from other compo-
nized as other comprehensive nents of equity to profit or loss

Fiscal year ended March 31, 2018 income as reclassification adjustments Item of transfer to profit or loss
(April 1, 2017 to March 31, 2018) (Note) (Note) as reclassification adjustments
Cash flow hedges
Interest rate risk
Interest rate swap ¥ 154 ¥59 Financial costs

(Note) Before tax effect

Thousands of U.S. dollars

Hedging gains(losses) recog-  Transfer from other compo-
nized as other comprehensive nents of equity to profit or loss

Fiscal year ended March 31, 2018 income as reclassification adjustments Item of transfer to profit or loss
(April 1, 2017 to March 31, 2018) (Note) (Note) as reclassification adjustments
Cash flow hedges
Interest rate risk
Interest rate swap $ 1,454 $ 558 Financial costs

(Note) Before tax effect
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(32) Subsidiaries

The number of consolidated subsidiaries as of March 31, 2018 is 48 (43 as of March 31, 2017).
Five companies have newly become the Group's consolidated subsidiaries due to acquisition or establishment in the fiscal year ended
March 31, 2018. There are no consolidated subsidiaries which the Company recognizes significant non-controlling interests.

(33) Related Parties

1) Transactions with Related Parties

Fiscal year ended March 31, 2017 (April 1, 2016 to March 31, 2017)

Millions of yen

Balance at the end of

Attribute Name of company Contents of transactions Transaction amount  the current fiscal year
A iat KRATON JSR Manufacturing consignment of elastomer products ¥9,187 ¥ 4,350
ssociate
ELASTOMERS K. K. Supply of raw material gas 3,488 1,886

(Notes) 1. Related party transactions have been determined through price negotiations in light of market prices and others.
2. Loss allowance has not been established for the receivables.

Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)

Millions of yen

Balance at the end of

Attribute Name of company Contents of transactions Transaction amount  the current fiscal year
A - KRATON JSR Manufacturing consignment of elastomer products ¥ 11,032 ¥6,123
ssoclate
ELASTOMERS K. K. Supply of raw material gas 5,343 3,118

(Notes) 1. Related party transactions have been determined through price negotiations in light of market prices and others.
2. Loss allowance has not been established for the receivables.

Fiscal year ended March 31, 2018 (April 1, 2017 to March 31, 2018)
Thousands of U.S. dollars

Balance at the end of

Attribute Name of company Contents of transactions Transaction amount  the current fiscal year
A it KRATON JSR Manufacturing consignment of elastomer products $ 103,837 $ 57,635
Ssoclate
ELASTOMERS K. K. Supply of raw material gas 50,290 29,352

(Notes) 1. Related party transactions have been determined through price negotiations in light of market prices and others.
2. Loss allowance has not been established for the receivables.

2) Key Management Personnel Compensation

Millions of yen Thousands of U.S. dollars
Fiscal year ended Fiscal year ended Fiscal year ended
March 31, 2017 March 31, 2018 March 31, 2018
(April 1, 2016 to (April 1, 2017 to (April 1, 2017 to
March 31, 2017) March 31, 2018) March 31, 2018)
Basic compensation ¥ 279 ¥ 268 $ 2,521
Bonuses 46 44 412
Share-based payment 34 37 346

Total ¥ 361 ¥ 348 $ 3,279
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(34) Commitments

Commitments related to expenditures taking place after the last day of the fiscal year are as follows:

Thousands of U.S.

Millions of yen dollars
|IFRS Transition Date As of March 31, As of March 31, As of March 31,
As of April 1, 2016 2017 2018 2018
Acquisition of property, plant and equipment ¥ 24,262 ¥ 13,075 ¥4,429 $ 41,693
Acquisition of intangible assets 198 — 40 373

(35) Subsequent Events

An Absorption-Type Split in Which the Company’s Subsidiary
Becomes the Successor Company
(1) Contents of the Business Combination
The Company resolved at its Board of Directors held on March 29,
2017 to conduct an absorption-type split in which UMG ABS, Ltd.
("UMG ABS," a 50/50 joint venture between Ube Industries, Ltd.
("Ube") and Mitsubishi Rayon Co., Ltd. (“MRC")) is the absorbed
company, and Techno Polymer Co., Ltd. (“Techno-UMG"), a whol-
ly-owned subsidiary of the Company (renamed Techno-UMG Co.,
Ltd. on April 1, 2018), is the successor company. The Company,
Ube and MRC signed a shareholders agreement as of March 30,
2017 and upon approval from the regulatory authority, the absorp-
tion-type split was conducted as of April 1, 2018. Upon complet-
ing the absorption-type split, Techno-UMG issued new shares
resulting in the Company holding a 51% equity interest in Techno-
UMG. The Company has adopted provisions of IFRS 3 Business
Combinations, however, detailed information regarding the
accounting treatment is not provided since the initial accounting
treatment for the business combination has not been completed at
the present time.
1) Name of the Company Acquired
UMG ABS, Ltd.
2) Business of the Company Acquired
Manufacturing and sales of ABS resins
3) Date of Acquisition
April 1, 2018
4) Method for the Acquiring Entity to Obtain Control over the
Acquired Entity
An absorption-type split with UMG ABS as the absorbed
company and Techno-UMG as the successor company,
with the issuance of 58,800 shares of common stock of
Techno-UMG
(2) Major Reason of the Business Combination
The business conditions surrounding the ABS resin business are
becoming increasingly challenging both in and outside of Japan.
The purpose of the integration is to optimize operations, enhance
manufacturing efficiencies, and secure cost competitiveness for
the ABS resin business, in order to secure the stable supply of
products in Japan and expand sales in global markets.

(3) Amounts of Fair Value of Assets and Liabilities and Amount

of Goodwill on the Date of the Business Combination
Assets acquired and liabilities assumed have not been determined
at the present time as their acquisition-date fair value is under
calculation.

Acquisition of Crown Bioscience International
(1)Contents of the Business Combination
The Company has acquired all shares of Crown Bioscience
International (“Crown,” Registration: Cayman Islands, CEO: Jean-
Pierre Wery, listed on the Taipei Exchange (TPEx) as 6554), which
is a contract research organization (CRO) providing services for
pharmaceuticals to support drug development in pre-clinical
phases, making Crown a wholly-owned subsidiary of the Company.
While the provisions of IFRS 3 “Business Combinations” have
been applied, detailed information on the accounting treatment
for this business combination has not been provided because the
accounting treatment at the time of business combination has not
been completed at the present time.
1) Name of the Company Acquired
Crown Bioscience International
2) Business of the Company Acquired
Drug discovery and development services

3) Date of Acquisition
May 31, 2018
4) Method of Acquisition
Acquisition of shares in exchange for cash payment
(2) Major Reason of the Business Combination
The purpose of this business combination is to expand the Group's
capabilities of the Life Sciences business by bringing in drug dis-
covery and development services. This business combination
enables the Group to provide values to the pharma industry by pro-
viding products and services in drug development processes rang-
ing seamlessly from the discovery process to GMP manufacturing.
(3) Amounts of Fair Value of Assets and Liabilities and Amount
of Goodwill on the Date of the Business Combination
Assets acquired and liabilities assumed have not been determined
at the present time as their acquisition-date fair value is under cal-
culation. The amount of consideration transferred is about ¥ 40.5
billion ($ 382 million).
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(36) Disclosure on Transition to IFRS

This is the first consolidated financial statement the Group has pre-
pared in accordance with IFRS.

The Significant Accounting Policies were applied in the prepa-
ration of the consolidated financial statements for the fiscal year
ended March 2018 (April 1, 2017 to March 31, 2018) and the fiscal
year ended March 2017 (April 1, 2016 to March 31, 2017) and the
consolidated statement of financial position on the date of transi-
tion to IFRS (April 1, 2016).

1) Exemptions of IFRS 1

The exemptions the Group adopted for the transition from
Japanese GAAP to IFRS are as follows.

(i) Business Combinations

IFRS 3 can be applied retrospectively or prospectively. The Group
has elected not to apply IFRS 3 retrospectively to business combi-
nations executed prior to the date of transition to IFRS. As a result,
business combinations executed prior to the date of transition to
IFRS are not restated.

(ii) Exchange Differences on Translating Foreign Operations
Under IFRS 1, the Group can elect to deem the cumulative amount
of exchange differences on translating foreign operations as zero
as of the date of transition or to recalculate the exchange differ-
ences retrospectively to the time when the subsidiary, etc., was
established or acquired. The Group has elected to deem the cumu-
lative amount of exchange differences on translating foreign opera-
tions as zero as of the date of transition.

(iii) Recognition of Prior Designated Financial Instruments
Under IFRS 1, the Group can designate financial assets follow-
ing IFRS 9 — Financial Instruments based on relevant facts and
circumstances that existed at the date of transition to IFRS. The
Group has designated equity instruments as equity instruments
measured at fair value through other comprehensive income.

(iv) Share-Based Payments

IFRS 1 recommends, but does not require, the application of IFRS
2 — Share-Based Payment to share-based payments granted on
and after November 7, 2002, and vested prior to the date of tran-
sition to IFRS. The Group has elected not to apply IFRS 2 to share-
based payments vested prior to the date of transition to IFRS.

2) Adjustments from Japanese GAAP to IFRS

In preparing the consolidated financial statements in accordance
with IFRS, the Group has adjusted the amounts in the consolidated
financial statements prepared in accordance with Japanese GAAP.

The effects of the transition from Japanese GAAP to IFRS are
given in the following reconciliation tables.

The Reclassification column in the reconciliation tables pres-
ents items with no effects on retained earnings or comprehensive
income, whereas the Differences in Recognition and Measurement
column presents items with effects on retained earnings or com-
prehensive income.
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(i) Adjustments to Equity on Date of Transition (April 1, 2016)

Millions of yen

Effect of Change
in Reporting Date Differences in
/ Consolidation Recognition and
Japanese GAAP Line Item Japanese GAAP Range Reclassification ~ Measurement IFRS Note IFRS Line Item
Assets Assets
Current assets Current assets
Cash and deposits ¥ 52,081 ¥ 7,888 ¥ 37,314 ¥ — ¥ 97,283 Cash and cash equivalents
Note_s and accounts 77,878 (879) 14,035 — 91,034 Trade and other receivables
receivable (net)
g:g&tnfersm nvestment 60,010 — (60,010) —
Inventories 77,458 399 — — 77,857 Inventories
31 28,836 — 28,868 Other current financial assets
Others 33,104 63 (24,066) — 9,101 Other current assets
Total current assets 300,532 7,501 (3,891) — 304,142 Total current assets
Non-current assets Non-current assets
Property, plant and equipment 112,694 6,067 — 1,851 120,612 A, B Property, plant and equipment
Intangible assets
Goodwill 9,788 (434) — — 9,354 Goodwill
Others 6,875 260 998 — 8,133 Other intangible assets
Investments and other assets
Investment securities 67,878 6,918)  (37,727) 27) 23206 D Investments accounted for
using equity method
Long-term loans receivable 5,894 6 40,460 824 47,185 H Other current financial assets
Others 12,698 38 (6,917) — 5,819 Other non-current assets
18 7,077 386 7,481 D E Deferred tax assets
Total non-current assets 215,827 (963) 3,891 3,034 221,790 Total non-current assets
Total assets ¥ 516,360 ¥ 6,539 ¥ — ¥ 3,034 ¥ 525,933 Total assets
Liabilities and net assets Liabilities and equities
Current liabilities Current liabilities
Notes and accounts payable 53,836 2,443 21,705 — 77,984 Trade and other payables
Current borrowings 20,840 (47) — — 20,793 Borrowings
33 1,916 — 1,948 Income tax payable
(20) 269 297 546 B Other financial liabilities
Others 34,646 30 (25,513) 1,027 10,191 E Other current liabilities
Total current liabilities 109,322 2,438 (1,623) 1,324 111,461 Total current liabilities
Non-current liabilities Non-current liabilities
Non-current borrowings 22,249 (4) — — 22,245 Borrowings
Retirement benefit liabilities 15,180 — — — 15,180 Retirement benefit liabilities
— 344 2,189 2,534 B, F Other financial liabilities
Others 7,254 (18) (4,788) — 2,448 Other non-current liabilities
— 6,067 156 6,223 A,D,H Deferred tax liabilities
Total non-current liabilities 44,684 (21) 1,623 2,345 48,630 Total non-current liabilities
Total liabilities 154,006 2,417 — 3,668 160,091 Total liabilities
Net assets Equity
Common stock 23,320 — — — 23,320 Share capital
Capital surplus 25,179 — 930 — 26,110 Capital surplus
Retained earnings 281,878 (411) — 6,681 288,147 E, I,J Retained earnings
Treasury shares (957) — — — (957) Treasury shares
Q\C/Zui:gizd other comprehen- 23,724 (922) — (7,233) 15,569 F G, | Other components of equity
363,145 (1,334) 930 (652) 352,189 Total equity attributable to
owners of parent
Subscription rights to shares 930 — (930) —
Minority interests 8,279 5,456 — (82) 13,653 Non-controlling interests
Total net assets 362,354 4,122 — (634) 365,842 Total equity

Total liabilities and net assets ¥ 516,360 ¥ 6,539 ¥ — ¥ 3,034 ¥ 525,933 Total liabilities and equities
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(ii) Adjustments to Equity in Fiscal Year ended March 2017 (March 31, 2017)

Millions of yen

Effect of Change
in Reporting Date Differences in
/ Consolidation Recognition and
Japanese GAAP Line Item Japanese GAAP Range Reclassification ~ Measurement IFRS Note IFRS Line Item
Assets Assets
Current assets Current assets
Cash and deposits ¥ 98,933 ¥ — ¥ (1,517) ¥ — ¥ 97,416 Cash and cash equivalents
'\r'géeeisvgk’:mﬁ‘;‘t’)“ms 90,695 — 20,435 — 111,130 Trade and other receivables
Snorer vestment 42,000 —  (42,000) —
Inventories 81,918 — — — 81,918 Inventories
— 44,970 — 44,970 Other current financial assets
Others 34,667 — (25,971) — 8,695 Other current assets
Total current assets 348,212 — (4,084) — 344,128 Total current assets
Non-current assets Non-current assets
Property, plant and equipment 130,160 — — 1,587 131,748 A, B Property, plant and equipment
Intangible assets
Goodwill 8,817 — — 513 9,331 C Goodwill
Others 8,369 — 822 (1) 9,190 Other intangible assets
Investments and other assets
Investment securities 61,684 — (39,936) (36) 21,712 D Investments accounted for
using equity method
Retirement benefit assets 373 — — — 373 Assets for retirement benefits
— 46,555 (26) 46,529 H Other current financial assets
Others 18,401 — (11,273) — 7,129 Other non-current assets
— 7,914 429 8,343 D, E Deferred tax assets
Total non-current assets 227,805 — 4,084 2,467 234,355 Total non-current assets
Total assets ¥ 576,016 ¥ — ¥ — ¥ 2,467 ¥ 578,484 Total assets
Liabilities and net assets Liabilities and equities
Current liabilities Current liabilities
Notes and accounts payable 75,026 — 20,011 — 95,037 Trade and other payables
Current borrowings 23,740 — — — 23,740 Borrowings
Income tax payable 8,360 — — — 8,360 Income tax payable
— 329 297 626 B Other financial liabilities
Others 32,536 — (22,194) 1,015 11,357 E Other current liabilities
Total current liabilities 139,663 — (1,854) 1,312 139,120 Total current liabilities
Non-current liabilities Non-current liabilities
Non-current borrowings 38,381 — — — 38,381 Borrowings
Retirement benefit liabilities 13,904 — — — 13,904 Retirement benefit liabilities
— 408 1,597 2,005 B,F Other financial liabilities
Others 7,354 — (5,076) — 2,278 Other non-current liabilities
— 6,522 (90) 6,432 ADH Deferred tax liabilities
Total non-current liabilities 59,639 — 1,854 1,507 63,000 Total non-current liabilities
Total liabilities 199,302 — — 2,818 202,120 Total liabilities
Net assets Equity
Common stock 23,320 — — — 23,320 Share capital
Capital surplus 17,469 — 912 60 18,441 Capital surplus
Retained earnings 300,547 — — 8,970 309,517 ElJ Retained earnings
Treasury shares (5,396) — — — (5,396) Treasury shares
AccumulatedAothler 25,454 — — (9,448) 16,006 FG,I Other components of equity
comprehensive income
361,394 . 912 417) 361,889 Total equity attributable to
owners of parent
Subscription rights to shares 912 — (912) —
Minority interests 14,409 — — 66 14,475 Non-controlling interests
Total net assets 376,715 — — (351) 376,364 Total equity

Total liabilities and net assets ¥ 576,016 ¥ — ¥ — ¥ 2,467 ¥ 578,484 Total liabilities and equities
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(iii) Adjustments to Comprehensive Income in Fiscal Year ended March 2017 (April 1 to March 31, 2017)

Millions of yen

Effect of Change
in Reporting Date Differences in
/ Consolidation Recognition and
Japanese GAAP Line Item Japanese GAAP Range Reclassification ~ Measurement IFRS Note IFRS Line Item

Net sales ¥ 390,599 ¥(2,143) ¥ — ¥ — ¥ 388,455 Revenue
Cost of sales (274,614) 1,752 — 440 (272,422) G  Cost of sales
Gross profit 115,985 (391) — 440 116,034 Gross profit
Se\lm.g,_ gengral and (83,615 619 . 1237 (81,759) AC Se\lln.g,_ gengral and
administrative expense G,E  administrative expenses

— 4,920 (14) 4,906 Other operating income

— (3,916) — (3,916) Other operating expenses

. 714 (36) 678 D Share of profit of .mvestments

accounted for using equity method

Operating income 32,370 227 1,718 1,628 35,943 Operating profit
Non-operating income 6,400 — (6,400) —
Non-operating expense (2,506) — 2,506 —
Extraordinary gains 5,187 — (5,187) —
Extraordinary losses (3,124) — 3,124 —

— 5,950 (2,905) 3,045 H  Finance income

55 (1,711) 962 (694) G,H Finance costs
Profit before tax and other 38,327 282 — (315) 38,294 Profit before tax
adjustments
Corporate, inhabitant, and (9,938) (26) 1,889 300 (7,776) D Income taxes
enterprise taxes
Income tax-deferred 1,901 (13) (1,889) —
Profit ¥ 30,291 ¥ 243 ¥ — ¥ (16) ¥ 30,518 Profit
Other comprehensive income Other comprehensive income

Net change on financial assets
2,058 — — 723 2,781 H measured at fair value through
other comprehensive income

Unrealized gains on securities,
net of taxes

Net change in fair value on

o - 295 295 F cash flow hedges

Fo_re|gn currency translation (730) 212 . 16 (303) C Exchange dn‘feren_ces on
adjustment translation of foreign operations
Remeasurements of defined Remeasurements of
benefit plans, net of tax 1676 o - (758) 918 G defined benefit liabilities
Share of other comprehensive Share of other comprehensive
income of entities accounted for (1,130) — — 2 (1,128) income of associates accounted
using equity method for using equity method

Total other comprehensive income 1,874 412 — 278 2,564 Total other comprehensive income,

net of tax

Comprehensive income ¥ 32,165 ¥ 655 ¥ — ¥ 262 ¥ 33,082 Total comprehensive income
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3) Notes on Adjustments to Equity and Adjustments
to Comprehensive Income
(i) Notes on Change in Reporting Date and Change in

Consolidation Range
Under Japanese GAAP, in cases where the reporting dates of sub-
sidiaries or associates accounted for using the equity method dif-
fer from the Company'’s consolidated reporting date, consolidated
financial statements are still prepared based on individual financial
statements as of the reporting dates of the subsidiaries or asso-
ciates accounted for using the equity method. Under IFRS, how-
ever, financial statements of subsidiaries or associates accounted
for using the equity method are prepared with the Company's
consolidated reporting date as the reporting date, either by align-
ing the reporting date with the Company's consolidated reporting
date or by preparing provisional settlement of accounts as of the
consolidated reporting date except when it is practically impossi-
ble. In cases where financial statements of subsidiaries or asso-
ciates accounted for using the equity method are prepared on
different dates from the Company’s consolidated reporting date,
adjustments are made for the effects of significant transactions or
circumstances arisen between the individual reporting dates and
the Company's consolidated reporting date.

Even under Japanese GAAP, at the end of the previous con-
solidated fiscal year, the Group prepared the financial statements
regarding the Company'’s consolidated reporting date as the report-
ing date of its subsidiaries or associates accounted for using equity
method, either by aligning the individual reporting dates with the
Company's reporting date (except some subsidiaries and associ-
ates) or by preparing provisional settlement of accounts as of the
consolidated reporting date.

Furthermore, under Japanese GAAP, subsidiaries of little mate-
rial relevance are excluded from the consolidation range and
assessed on a cost basis. Under IFRS, however, key subsidiaries of
little material relevance are included in the consolidation range.

Since the first quarter of the fiscal year ended March 31, 2017
prepared under Japanese GAAP, the Group included in the con-
solidation range JSR MOL Synthetic Rubber Ltd., PT.ELASTOMIX
INDONESIA, and Techno Europe N.V., which had been excluded
from the consolidation range, because of an increase in their mate-
rial relevance. This action has aligned the consolidation range under
IFRS and the consolidation range under Japanese GAAP.

(ii) Notes on Reclassification

Short-term time deposits with deposit terms longer than three
months presented as “Cash and deposits” under Japanese GAAP
have been presented as "“Other current financial assets” in current
assets under IFRS.

Short-term investments with original maturity of three months
or less presented as “Short-term investment securities” under
Japanese GAAP have been presented as “Cash and cash equiva-
lents” under IFRS.

All deferred tax assets and deferred tax liabilities that had been pre-
sented as current items have been reclassified to non-current items.

Amounts presented separately as “Subscription rights to
shares” under Japanese GAAP have been included in “Capital sur-
plus” under IFRS.

(iii) Notes on Differences in Recognition and Measurement

A. Government Grants

Under Japanese GAAP, government grants are recognized as reve-
nue en bloc at the time of reception. Under IFRS, however, govern-
ment grants are deferred by direct deduction of the carrying amount
of the asset and recognized as decrease of the depreciation expense
using the straight-line method over the useful life of the asset.

B. Leases

Transactions deemed substantially as finance leases are not recog-
nized as assets under Japanese GAAP, but they are accounted for
as "Property, plant and equipment” under IFRS. Liabilities result-
ing from capitalization of the substantial lease transactions are pre-
sented in “Other financial liabilities.”

C. Goodwill

Under Japanese GAAP, goodwill is amortized, while it is not amor-
tized under IFRS. Therefore the amount of amortization of goodwill
accounted for under Japanese GAAP is reversed under IFRS.

D. Deferred Tax Assets and Deferred Tax Liabilities

Deferred tax assets were recognized under Japanese GAAP based
on company classifications specified in Implementation Guidance
to Corporate Accounting Standards No. 26 — Implementation
Guidance on the Recoverability of Deferred Tax Assets. Under
IFRS, however, unused tax losses and deductible temporary dif-
ferences have been recognized as tax gains when management
deemed it is probable that the unused tax losses and deductible
temporary differences will be used against future taxable profits.

Under Japanese GAAP, tax effects associated with elimination
of unrealized gains and losses are calculated using the effective tax
rate of the selling entity, while under IFRS, such tax effects are cal-
culated using the effective tax rate of the buying entity.

E. Levies

Non-current asset taxes levied by the government that are expensed
over the fiscal year in which tax was paid under Japanese GAAP
have been recognized as liabilities and expenses en bloc under IFRS
at the time the obligation-triggering event occurs.

F. Derivative Transactions

Exemptions apply to interest rate swap contracts under Japanese
GAAP on the condition that they meet exemption provisions. Under
IFRS, however, interest rate swap contracts are assessed on fair
value. Changes in fair value are presented as other comprehensive
income in “Net change in fair value on cash flow hedges,” and bal-
ances at the end of the reporting period are presented in “Other
components of equity.”

G. Liabilities Pertaining to Defined Benefits

Under Japanese GAAP, the portion of actuarial differences incur-
ring in the reporting period but not expensed in the period are rec-
ognized in other comprehensive income. Under IFRS, however,
such actuarial differences are immediately reclassified to “Retained
earnings” through other comprehensive income.
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The balance of all actuarial differences at the beginning of the
reporting period that had been recognized in accumulated other
comprehensive income under Japanese GAAP has been directly
recognized in “Retained earnings” under IFRS.

Calculations of interest under Japanese GAAP use interest
expenses calculated by multiplying post-employment benefit lia-
bilities by the discount rate, and expected investment returns cal-
culated by multiplying pension assets by the expected long-term
investment return rate. Under IFRS, however, calculations of inter-
est use the net of interest calculated by multiplying the present
value of defined benefit plan obligations less the fair value of the
plan assets by the discount rate.

H. Financial Assets Measured at Fair Value through Other

Comprehensive Income
Under Japanese GAAP, gains and losses on the sales of shares and
other equity instruments and impairment losses are recognized in
profit or loss. Under IFRS, however, designated equity instruments

measured at fair value through other comprehensive income are
not recognized in profit or loss, and accumulated other comprehen-
sive income previously recognized is reclassified to retained earn-
ings at the point of derecognition.

Privately held companies generally assessed on a cost basis
with the moving average method under the Japanese GAAP have
been assessed on fair value under IFRS, resulting in changes to
other comprehensive income.
|. Amount of Exchange Differences on Translating Foreign Operations
Through application of the first-time-adoption exemption provi-
sions of IFRS 1, the cumulative amount of exchange differences on
translating foreign operations has been deemed to be nil as of the
date of transition to IFRS.

J. Retained Earnings

The effects of IFRS application on retained earnings are as follows.
The following amounts are the amounts after adjustment of associ-
ated tax effects and non-controlling interests.

Millions of yen
Fiscal Year ended

Date of Transition March 2017

(April 1, 2016) (March 31, 2017)
Adjustments related to the change in reporting date / change in consolidation range (See (i) ¥ (411) ¥ —
Adjustments related to government grants (See A) (219) (187)
Adjustments related to the amortization of goodwill (See C) — 495
Adjustments related to deferred tax assets and deferred tax liabilities (See D) 43 68
Adjustments related to levies (See E) (709) (699)
Adjustments related to changes in immediate recognition and accounting methods for
actuarial differences in defined benefit plans (See G) (815) 913
Adjustments related to the amount of exchange differences on translating foreign operations (See 1) 8,385 8,385
Others (5) (4)
Total retained earnings adjustment ¥ 6,270 ¥ 8,970

4) Material Adjustments to the Consolidated Statement of Cash Flows for the Fiscal Year ended March 2017

(April 1, 2016 to March 31, 2017)

There were no material differences between the disclosed consolidated statement of cash flows under IFRS and that of Japanese GAAP.
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KPMG

To the Board of Directors of JSR Corporation

Independent Auditor’s Report

We have audited the accompanying consolidated financial statements of JSR Corporation and its consolidated
subsidiaries , which comprise the consolidated statement of financial position as at March 31, 2018, and the
consolidated statement of profit or loss, statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended , and a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

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

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

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
JSR Corporation and its consolidated subsidiaries as at March 31, 2018, and their financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 35 to the consolidated financial statements. The
Company acquired all shares of Crown Bioscience International (“Crown”) as of May 31, 2018, making Crown a
wholly owned subsidiary of the Company.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended
March 31, 2018 are presented solely for convenience. Our audit also included the translation of yen amounts into
U.S. dollar amounts and, in our opinion, such translation has been made on the basis described in Note 2 to the
consolidated financial statements.

KPMGg AZSA LLC

KPMG AZSA LLC
June 15,2018
Tokyo, Japan

KPMG AZSA LLC, a limited liability audit corporation incorporated under the Japanese Certified Public Accountants
Law and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative (“KPMG International”), a Swiss entity.



