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The Board of Directors
NOF CORPORATION

The Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of NOF CORPORATION
(the Company) and its consolidated subsidiaries (the Group), which comprise the consolidated
balance sheet as at March 31,2024, and the consolidated statements of income, comprehensive

income, changes in net assets, and cash flows for the year then ended, and notes to the
consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2024, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with accounting principles generally accepted in Japan.

Basis for Opinion

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

Key Audit Matters

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

Revenue recognition in the Pharmaceuticals, Medicals and Health business

Description of Key Audit Matter Auditor’s Response
As stated in Note 36 (Segment Information, We conducted the following audit procedures
etc.), the Company has recorded sales to in order to examine the appropriateness of the
customers amounting to ¥53,998 million in revenue recognition in the Pharmaceuticals,
the Pharmaceuticals, Medicals and Health Medicals and Health business, among others:

business for the year ended March 31, 2024.

- We understood the sales process, and
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The Pharmaceuticals, Medicals and Health
business manufactures and sells processed
edible oils, functional food materials,
healthcare foods products, biocompatible
materials, and raw materials for DDS (drug
delivery system) drug formulations. Some
sales transactions in the Pharmaceuticals,
Medicals and Health business have relatively
high margin of profit and are made primarily
with overseas customers. The Company
recognizes these revenues based on the terms
of transaction specified in the contract or the
purchase order.

For these transactions, it is necessary to
determine the point in time of revenue
recognition based on the terms of the
transactions. The impact on the consolidated
financial statements of these transactions is
large because of the relatively high margin of
profit.

Based on the above, we have determined that
appropriateness of revenue recognition in the
Pharmaceuticals, Medicals and Health
business as a key audit matter.

evaluated the design of the related internal
controls and tested their operating
effectiveness.

« In order to understand the outline of sales

transactions and their terms and conditions,
we discussed with managers of business
divisions and the management.

* In order to evaluate whether the point in

time of revenue recognition is in line with
the terms of transaction, we inspected the
contract or the purchase order, the shipping
documents, the delivery record of the
delivery company and the exporter.

+ We performed an external confirmation

procedure for the year end balances of
accounts receivable, which were selected
on the basis of risk and significance of the
balances.

Other Information

Other information comprises the information included in disclosure documents that contain
audited consolidated financial statements, but does not include the consolidated financial

statements and our auditor’s report thereon.

We have concluded that other information does not exist. Accordingly, we have not performed

any work related to other information.

Responsibilities of Management, the Audit and Supervisory Committee for the

Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern and disclosing, as required by accounting principles
generally accepted in Japan, matters related to going concern.

The Audit and Supervisory Committee is responsible for overseeing the Group’s financial

reporting process.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.

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

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.

Consider internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances for our risk assessments, while the purpose of the audit of
the consolidated financial statements is not expressing an opinion on the effectiveness of the
Group’s internal control.

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

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

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

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

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

We also provide the Audit and Supervisory Committee with a statement that we have complied
with the ethical requirements regarding independence that are relevant to our audit of the
consolidated financial statements in Japan, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where
applicable, actions taken to eliminate threats or safeguards applied to reduce threats to an
acceptable level.
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From the matters communicated with the Audit and Supervisory Committee, we determine those
matters that were of most significance in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to
the year ended March 31, 2024 are presented solely for convenience. Our audit also included the
translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such
translation has been made on the basis described in Note 6 to the consolidated financial
statements.

Fee-related Information

The fees for the audits of the financial statements of NOF CORPORATION and its subsidiaries
and other services provided by us and other EY member firms for the year ended March 31,
2024 are 119 million yen and 33 million yen, respectively.

Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan

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

Ernst & Young ShinNihon LLC
Tokyo, Japan

September 30, 2024

FrEF AT

Shigeyuki Kano
Designated Engagement Partner
Certified Public Accountant

N P

Tetsuya Kawawaki
Designated Engagement Partner
Certified Public Accountant
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NOF CORPORATION and Subsidiaries
Consolidated Balance Sheet

As of March 31 Thousands of
U.S. dollars
Millions of yen (Note 6)
2024 2023 2024

ASSETS

Current assets:
Cash and deposits (Notes 25 and 27) .......cccoovveieeineeeniiienieeeen, ¥ 91,744 ¥ 92,520 $ 605,933
Notes and accounts receivable - trade, and contract assets

(Notes 7,11 ,27 and 35).....ecveiiiiiiiiiiieceeeieeeee s 54,603 45,971 360,631
Electronically recorded monetary claims-operating (Note 27)..... 3,560 3,014 23,515
Merchandise and finished goods ...........cccoevviiiiiniieiiieniieceee 27,548 30,079 181,949
WWOIK 1N PrOCESS. ...ttt 4,805 3,412 31,737
Raw materials and SUPPlIES.......cccveiiiiiiiiiieieee e 18,653 16,245 123,197
OBNE e 4,143 2,706 27,364
Allowance for doubtful aCCOUNtS..........ccoiiiiiiiiiiii e (195) (199) (1,291)
Total CUrTENt @SSETS.....ccoiuiiiiiiieriiee et 204,863 193,750 1,353,038

Non-current assets:
Property, plant and equipment (Notes 8 and 9):

Buildings and StrUCTUIES..........ueeiuiiiiieeiiie e 80,434 76,870 531,234
Accumulated depreciation...........ccocceeeieiriieniieeiiiesieene (55,644) (53,689) (367,511)
Buildings and Structures, Net ............ccceovevinieeniienieennn, 24,789 23,181 163,722

Machinery, equipment and Vehicles ..........ccccocoeviieniiiiin s 111,310 109,677 735,162
Accumulated depreciation...........ccocoeeieeriieenieeiiienieene (96,187) (96,252) (635,276)
Machinery, equipment and vehicles, net.............ccc.cccoeee 15,123 13,424 99,886

LN, ¢t 20,393 20,790 134,689

LEASEA @SSELS ... vevveieeiieeiiee sttt 544 490 3,598
Accumulated depreciation...........ccocceeeieeiiieeiieeiiiesieene (421) (344) (2,784)
Leased aSSet, NEL..........cccvereerieiiirie e 123 145 813

COoNSLIUCTION 1N PrOGIESS ....vveieeeeriiie it et et 11,325 3,927 74,802

OENEI .. 18,178 17,258 120,064
Accumulated depreciation...........ccocceeieeriieniieeiiiesiees (15,238) (14,863) (100,645)
Other, NEL...c.eiiiiiice e 2,940 2,394 19,418

Total property, plant and equipment.............cccoooeeviennnnn. 74,695 63,863 493,332

Intangible assets:

OENEI . 2,166 1,148 14,310

Total Intangible assets..........cccovieiiieiiiiiiiieee e, 2,166 1,148 14,310

Investments and other assets:

Investments securities (Notes 8,10 ,27 and 29) ............ccceevveeenee 51,192 44,719 338,106

Long-term 10ans receivable..........coooeeieeieiiii e 7 5 51

Deferred tax assets (NOte 32) .....cuveiveeiieiiniieeiiee e 1,144 950 7,557

Retirement benefit asset (NOte 30) ........ccevvieiiiiiiiieiie e, 5777 3,071 38,160

OENEI . 1,661 1,988 10,973

Allowance for doubtful aCCOUNtS..........cccoiiiiiiiiiiiiiie e (60) (60) (402)

Total investments and other assets ...........cccoovvveriveniiennens 59,723 50,675 394,447
Total NON-CUITENT aSSELS......ccvviiiiieiieiie e 136,585 115,688 902,090
TOLAL @SSELS ... ¥341,449 ¥309,438 $2,255,129

The accompanying notes are an integral part of the statements.



NOF CORPORATION and Subsidiaries
Consolidated Balance Sheet (continued)

As of March 31 Thousands of
U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Liabilities
Current liabilities:
Notes and accounts payable - trade............ccccevviiiiieiiieninenne, ¥ 21,741 ¥ 18,496 $ 143,595
Electronically recorded obligations-operating.............ccccceeueennnee. 1,373 1,230 9,068
Short-term borrowings (Notes 27 and 28)..........ccccoceeviennnennnn. 1,607 2,080 10,618
Current portion of long-term borrowings (Notes 27 and 28)........ 0 150 0
Lease l1abilities. ..o 253 103 1,677
ACCTUBH EXPENSES ...t itteeeitee et eteeestte et e e e sibe e e seaeesnbeesnbeaans 1,753 1,585 11,581
Income taxes Payable....... .o 7,339 8,626 48,475
DepOSItS FECEIVEM ..ottt 4,316 4,137 28,509
Provision fOr DONUSES .........uuuviveieiiiiiiiiieireeereeeseereeeeseeereeeeeeeeee.... 3,655 3,521 24,142
Asset retirement obligations (NOte 34) .........ccceveviiiiieiiieiiees 534 168 3,528
OBNE .. 11,553 11,496 76,306
Total current liabilities. ... 54,129 51,598 357,502
Non-current liabilities:
Long-term borrowings (Notes 27 and 28) ........ccccccevvieiiiniinnns 2,775 2,332 18,330
Lease [1abilities. .........ccooviiiiiii 530 178 3,505
Deferred tax liabilities (NOte 32) .......cccoceeviiiiiiiiiiee e, 12,927 9,820 85,383
Provision for officers' retirement benefits.............ccoooveviiiinnnn 13 56 87
Retirement benefit liability (Note 30)........cccoeiiriiieiiiieiiiene, 4,942 4,842 32,646
Asset retirement obligations (NOte 34) .........cccveviiiiiiiieiiies 23 388 156
OBNEE e 198 219 1,309
Total non-current liabilities ... 21,412 17,837 141,419
Total labilities. ........ccooiiiiiis 75,541 69,436 498,921

Commitments and contingencies (Note 11)

Net assets:
Shareholders’ equity
Share capital.........cooiiiiiii 17,742 17,742 117,178
Authorized: 347,000,000 shares at March 31, 2024 and 2023
Issued: 80,841,376 shares at March 31, 2024 and 82,841,376
shares at March 31, 2023

Capital SUIPIUS.....coiiieiiee e 15,052 15,052 99,417
Retained €arningS .........ccocerireeeriee et 206,309 192,092 1,362,590
Treasury SharesS.. ... (7,209) (10,299) (47,617)
Total shareholders’ equUItY .........ccoveviieiiiiiiiiiee e, 231,894 214,588 1,531,568
Accumulated other comprehensive income
Valuation difference on available-for-sale securities................ 26,685 21,725 176,249
Foreign currency translation adjustment .............cccoevoeiiennne 4,429 2,683 29,253
Remeasurements of defined benefit plans...........c.cccooiiies 1,993 180 13,164
Total accumulated other comprehensive income.................... 33,108 24,588 218,667
NON-coNtrolling INtErestS..........covuieiiieiiieiiee e 904 825 5,971
Total NET ASSELS ......viivviiiieiiieiie e 265,907 240,002 1,756,207
Total liabilities and net assets ............ccccevvveriveiinennns ¥ 341,449 ¥ 309,438 $ 2,255,129

The accompanying notes are an integral part of the statements.

Notes:1.According to the resolution of the Board of Directors held on February 7, 2024, changes to the Articles of
Incorporation were made effective April 1, 2024, due to a stock split. As a result, the total number of
authorized shares has increased by 623 million shares, reaching a total of 970 million shares.

-2-



2. According to the resolution of the Board of Directors held on February 7, 2024, a stock split has been
implemented at a ratio of 3-for-1, effective from April 1, 2024 for each common share. As a result, the
total issued shares have increased by 161,682,752 shares, bringing the total to 242,524,128 shares.



NOF CORPORATION and Subsidiaries
Consolidated Statement of Income

For the Year Ended March 3

11

Net sales (NOLE 13) .....eeiiiieiieieeee e

Cost of sales (Notes 14 and 16

) T

Gross Profit......cceeiieiiie e

Selling, general and administrative expenses

(Notes 15 and 16)

Operating Profit...........cocoiiiiiiiiie e

Non-operating income:

INtEreSt INCOME ..o,

Non-operating expenses:
Interest expenses ................
Expenses for conditional ass

Ordinary profit....................

Extraordinary income:

igNMment..........ccooeeviiiiininnnne

Gain on sale of non-current assets (Note 17) .........ccccceueeee

Gain on receipt of donated n
Gain on sale of investment s

on-current assets (Note 19)......
ecurities (Note 29).......ccccoeueene

Gain on extinguishment of tie-in shares (Note 18)...............

Total extraordinary incom

Extraordinary losses:

LN

Loss on sale of non-current assets (Note 20)............cccceeeee.

Impairment losses (Note 21)

Loss on retirement of non-current assets (Note 22)..............
Loss on sale of investment securities (Note 29) ...................

Total extraordinary losses

Thousands of
U.S. dollars

Millions of yen (Note 6)
2024 2023 2024

¥ 222,252 ¥ 217,709 $ 1,467,888
142,762 141,766 942,886
79,490 75,943 525,001
37,348 35,318 246,669
42,142 40,624 278,332
358 174 2,369
1,149 1,197 7,592
272 273 1,800
1,532 793 10,118
705 534 4,656
4,018 2,973 26,538
129 80 854
30 29 201
83 82 549
177 112 1,170
162 110 1,073
582 415 3,849
45,577 43,183 301,021
1 7 7
411 - 2,717
2,612 4,840 17,256
— 34 —
3,025 4,882 19,981
— 0 —
55 1 368
71 23 468
7 0 49
134 25 886




NOF CORPORATION and Subsidiaries
Consolidated Statement of Income (continued)
For the Year Ended March 31,

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024

Profit before inCOME taxes ..........cccoveveevveveieiieeecee e, 48,468 48,040 320,116
INCOME tAXES - CUIMTENT ... 14,561 14,114 96,171
Income taxes - deferred........ccoooviiieiiiiinie e (153) (89) (1,016)
Total income taxes (NOe 32) .......ccoeveueeeieeererieeee e 14,407 14,025 95,155
Profit. 34,061 34,015 224,961
Profit attributable to non-controlling interests...................... 70 42 467
Profit attributable to owners of parent (Note 38).................. 33,990 33,973 224,494

The accompanying notes are an integral part of the statements.



NOF CORPORATION and Subsidiaries
Consolidated Statement of Comprehensive Income
For the Year Ended March 31,

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
PrOfit.. .o ¥ 34,061 ¥ 34,015 $ 224,961
Other comprehensive income (Note 23)

Valuation difference on available-for-sale securities............ 4,965 (2,500) 32,798

Foreign currency translation adjustment................ccccoeeeenee. 1,761 1,957 11,635

Remeasurements of defined benefit plans, net of tax............ 1,811 (83) 11,966

Total other comprehensive income .............cccoeveeniennn 8,539 (626) 56,400

Comprenensive INCOME .......cooeieiiieiiie et 42,600 33,389 281,361
Total comprehensive income attributable to:

OWNErS OF PArENT ....cveveiiiieiiie e 42,510 33,261 280,762

Non-controlling iNtErests..........ccoovverieiienienieree e 90 127 598

The accompanying notes are an integral part of the statements.



NOF CORPORATION and Subsidiaries
Consolidated Statement of Changes in Net Assets

For the Year Ended March 31, 2024 and 2023 Millions of yen
Number of Valuation Foreign Total accumulated
shares of Total difference on currency Remeasurement other Non-
common stock Retained shareholders’ available-for- translation s of defined comprehensive controlling Total
(thousands) Share capital Capital surplus earnings Treasury shares equity sale securities adjustment benefit plans income interests net assets
Balance at March 31, 2022.........cccooveiiininieieieieeeeeeeeeeeas 82,841 ¥ 17,742 ¥ 15,115 ¥ 166,062 ¥ (3,292 ¥ 195,627 ¥ 24,226 ¥ 809 ¥ 264 ¥ 25,300 ¥ 777 ¥ 221,706
Dividends of SUIPIUS .......cc.oeiiiieiieie e - - - (7,943) - (7,943) - - - - - (7,943)
Profit attributable to owners of parent............ccocooeiiiviinnnnnn - - - 33,973 - 33,973 - - - - - 33,973
Purchase of treasury Shares............coccoveveienieneiieneene e - - - - (7,007) (7,007) - - - - - (7,007)
Disposal of treasury shares...........ccoccvvevevierieiiene s - - 0 - 0 0 - - - - - 0

Cancellation of treasury Shares ...........cccceveveverieieeieseieenns - - - - - - - - - - - —
Change in ownership interest of parent due to transactions

with non-controlling iNterests ..........ccvvvvvvverenieieeie e, - - (62) - - (62) - - - - - (62)
Net changes in items other than shareholders' equity ............... - - - - - - (2,501) 1,874 (84) (711) 47 (663)
Total changes during Period ...........ccocvevvrveerieeieneeseee e - - (62) 26,030 (7,007) 18,960 (2,501) 1,874 (84) (711) 47 18,296

Balance at March 31, 2023.........cccoiiimiine e 82,841 ¥ 17,742 ¥ 15,052 ¥ 192,092 ¥ (10,299) ¥ 214,588 ¥ 21,725 ¥ 2,683 ¥ 180 ¥ 24,588 ¥ 825 ¥ 240,002
Dividends of SUFPIUS ........c.coviiiieiieieieee e - - - (9,192) - (9,192) - - - - - (9,192)
Profit attributable to owners of parent............ccocooeiiiviinnnnnn - - - 33,990 - 33,990 - - - - - 33,990
Purchase of treasury Shares............coccoooveierienceiiienireie e - - - - (7,523) (7,523) - - - - - (7,523)
Disposal of treasury shares...........ccoccvvevevierinieeiene e - - - 32 32 - - - - - 32
Cancellation of treasury Shares ...........ccccevcvevevieieeresieieens (2,000) - (10,581) 10,581 - - - - - - -
Transfer of loss on disposal of treasury shares..............c.cc....... - - 10,581 (20,581) - - - - - - - -
Change in ownership interest of parent due to transactions _ _ 0 _ _ 0 _ _ _ _ _ 0

with non-controlling iNterests ..........ccovvvvvverenieieeiesieseane,
Net changes in items other than shareholders' equity ............... - - - - - - 4,960 1,746 1,812 8,519 78 8,597
Total changes during Period ...........ccocvevvveerenieneeneee e - - 0) 14,217 3,089 17,306 4,960 1,746 1,812 8,519 78 25,904
Balance at March 31, 2024..........ccooiiiineieeceeeeee e 80,841 ¥ 17,742 ¥ 15,052 ¥ 206,309 ¥ (7,209) ¥ 231,894 ¥ 26,685 ¥ 4,429 ¥ 1,993 ¥ 33,108 ¥ 904 ¥ 265,907
For the Year Ended March 31, 2024 Thousands of U.S. dollars (Note 6)
Number of Valuation Foreign Total accumulated
shares of Total difference on currency Remeasurement other Non-
common stock Retained shareholders’ available-for- translation s of defined comprehensive controlling Total
(thousands) Share capital Capital surplus earnings Treasury shares equity sale securities adjustment benefit plans income interests net assets

Balance at March 31, 2023..........cccccoiiiiiii e 82,841 $17,742 $ 15,115 $ 166,062 $ (3,292) $ 195,627 $ 24,226 $ 809 $ 264 $ 25,300 $ 777 $ 221,706
Dividends of SUFPIUS .......cc.ooviiieiiiieieee e - - - (60,711) - (60,711) - - - - - (60,711)
Profit attributable to owners of parent............cccocooeiviviinnnnnn - - - 224,494 - 224,494 - - - - - 224,494
Purchase of treasury Shares............coccooeveienieneiiienrese e - - - - (49,692) (49,692) - - - - - (49,692)
Disposal of treasury Shares...........ccoccvveveiieniiiieie s - - - - 213 213 - - - - - 213
Cancellation of treasury Shares ...........ccccevvveverieneereseieenns (2,000) - (69,884) - 69,884 - - - - - - -
Transfer of loss on disposal of treasury shares..............c.cc....... - - 69,884 (69,884) - - - - - - - -
Change in ownership interest of parent due to transactions

with non-controlling iNterests ..........cccovvvvieereviieieeie e - - 0 - - 0 - - - - - -
Net changes in items other than shareholders' equity ............... - - - - - - 32,764 11,531 11,972 56,268 516 56,785
Total changes during Period ...........ccocvevivieeieeieneeneee e - - (0) 93,898 20,406 114,304 32,764 11,531 11,972 56,268 516 171,090

Balance at March 31, 2024 ..........co..oovverevenreeneinseineenneens 80,841 $117,178 $99,417 $ 1,362,590 $ (47,617) $1,531,568 $176,249 $29,253 $13,164 $ 218,667 $5,971 $ 1,756,207

The accompanying notes are an integral part of the statements.



NOF CORPORATION and Subsidiaries

Consolidated Statement of Cash Flows

For the Year Ended March 31, Thousands of
U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Cash flows from operating activities:

Profit before iINCOME taXES.......covieiiiiiiiireeee e ¥ 48,468 ¥ 48,040 $ 320,116
DEPrECIatioN.....ccveiiiececeeiee e s 6,939 6,359 45,835
IMPAITMENT JOSSES ....veveeeieiecie e 55 1 368
Increase (decrease) in retirement benefit liability.................. 7 (279) 46
Interest and dividend iNCOME.........ccocvvvveieveriiecee e (1,508) (1,371) (9,962)
INEErESt EXPENSES.....vcvevieeieeeieeetee ettt eeenas 129 80 854
Loss (gain) on extinguishment of tie-in shares...................... — (34) —
Loss (gain) on sale of non-current assets.........cc.cevevvervenennne. (1) (6) (7
Gain on receipt of donated non-current assets.............ccov.ne.. (411) — (2,717)
Loss (gain) on sale of investment securities..........ccocveveruenne. (2,605) (4,840) (17,207)
Decrease (increase) in trade receivables..........cc.ccocevevvnnnnne. (8,413) (2,967) (55,564)
Decrease (increase) in iNVENLONIES........ccevvevvereseeieeriesiesennns (892) (9,410) (5,891)
Increase (decrease) in trade payables..........cccccvvevevieveieinennn, 2,518 (3,129) 16,630
Other, NEL....ecieeecee e 26 1,107 175

Subtotal ..o 44,313 33,548 292,675

Interest and dividends reCeived...........cooevrireiciiienenceees 1,500 1,370 9,913

INtErest PaI.......ccveveieieie e (129) (78) (853)

INCOMeE taXeS PAI .......ccvviveeieieieceeee e (15,715) (11,506) (103,792)

Net cash provided by (used in) operating activities............ 29,970 23,333 197,942
Cash flows from investing activities:

Purchase of investment SeCUNtieS.........cccccvvvvevevenvcceeriese e (257) (1,305) (1,697)

Proceeds from sale of investment securities ............cccccoeenene. 3,572 5,612 23,592

Purchase of property, plant and equipment and intangible

E =1 1 TR (17,748) (6,219) (117,224)

Proceeds from sale of property, plant and equipment and

INtANQIDIE ASSELS ....ecvveveieceeeee e 1 22 7

Net decrease (increase) in short-term loans receivable............. (43) 224 (288)

Long-term 10an advancCes...........cccocvevereneseerieneseseesee e (11) (6) (74)

Proceeds from collection of long-term loans receivable........... 8 2 58

OLNEI, NEL .ot (485) 960 (3,209)

Net cash provided by (used in) investing activities............. (14,964) (709) (98,835)




NOF CORPORATION and Subsidiaries

Consolidated Statement of Cash Flows (continued)

For the Year Ended March 31,

Cash flows from financing activities:
Net increase in short-term borrowings..........ccccoeocvevieennnen.
Proceeds from long-term borrowings..........coccceevvie e,
Repayments of long-term borrowings.............ccccoovevennnne
Proceeds from sale of treasury shares............ccccoveeeennne.
Purchase of treasury shares..........ccccooveevie e
Purchase of treasury shares of subsidiaries.........................
Repayments of finance lease liabilities...........c....cccooee.
Dividends paid ..........cccoeiiiiiieie e
Dividends paid to non-controlling interests.............ccccee...

Net cash provided by (used in) financing activities.......

Effect of exchange rate change on cash and cash
BOUIVAIENTS ...
Net increase (decrease) in cash and cash equivalents........
Cash and cash equivalents at beginning of period.............
Increase in cash and cash equivalents resulting from
merger with unconsolidated subsidiaries.........................
Cash and cash equivalents at end of period (Note 25).......

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024

(562) (488) (3,716)
431 2,200 2,848
(150) (2,800) (990)

8 0 54
(7,523) (7,007) (49,692)
(2) ©) (18)
(132) (130) (874)
(9,160) (7,916) (60,498)
) (26) (63)
(17,101) (16,170) (112,951)
524 1,139 3,462
(1,571) 7,593 (10,382)
89,081 81,431 588,344
¥ 87,509 ¥ 89,081 $ 577,962

The accompanying notes are an integral part of these statements.



NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

Basis of presentation

NOF CORPORATION (the “Company”) and its domestic subsidiaries maintain their
accounting records and prepare their financial statements in accordance with accounting
principles generally accepted in Japan, and its foreign subsidiaries maintain their accounting
records in conformity with those of their countries of domicile. Effective April 1, 2008, the
Company adopted the “Practical Solution on Unification of Accounting Policies Applied to
Foreign Subsidiaries for Consolidated Financial Statements” (PITF No. 18). In accordance
with PITF No. 18, the accompanying consolidated financial statements have been prepared
by using the accounts of foreign consolidated subsidiaries prepared in accordance with
either International Financial Reporting Standards (IFRS) or accounting principles generally
accepted in the United States as adjusted for certain items including those for goodwill,
actuarial differences and capitalized development costs. The accompanying consolidated
financial statements have been prepared in accordance with accounting principles generally
accepted in Japan, which are different in certain respects as to the application and disclosure
requirements of IFRS, and are compiled from the consolidated financial statements prepared
by the Company as required by the Financial Instruments and Exchange Law of Japan.

As permitted by the Financial instruments and Exchanges Act of Japan, amounts of less
than one million yen have been omitted. As a result, the totals shown in the accompanying
consolidated financial statements do not necessarily agree with the sums of the individual
amounts.

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

Summary of significant accounting policies
(1) Scope of consolidation

The Company had 31 subsidiaries (majority-owned companies) as of March 31, 2024
(31 for 2023). The accompanying consolidated financial statements include the
accounts of the Company and 25 of its subsidiaries (collectively, the “Group”) for the
year ended March 31, 2024 (25 for 2023).

The remaining 6 (6 for 2023) subsidiaries, whose combined assets, net sales, net
income and retained earnings in the aggregate are not significant in relation to those
of the consolidated financial statements of the Group, have been excluded from
consolidation.

-10 -



NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

The above mentioned 25 majority-owned subsidiaries are listed below:
Percentage of

voting rights
owned by the

Name of subsidiaries Company
%
(Domestic subsidiaries)
Nippon KoKi Co., L0, ...oooiiiiiiiiiiieiee e 95.0
NIGK COrporation .........cooiieeiiiiieiiiieeiie e siee e siee e 100.0
HOKKAIDO NOF CORPORATION ...ccoviiiiiiiecieecie e 100.0
NOF METAL COATINGS ASIA PACIFIC Co., Ltd. .......ce...... 100.0
Showa Kinzoku Kogyo Co., Ltd. .....ccccoooiiiiiiiiiiiiee e, 98.3
JAPEX COIP. ..ttt 70.0
NICHIYU TRADING CO..LTD. ..cccoiiiiiieiieeie e 100.0
NICHIYU LOGISTICS CO.,LTD. .cooiiiiiieiieeiie e 100.0
Nippo Kogyo Co., Ltd. ..o 98.6
YUKA SANGYO CO.,LTD. oo 100.0
Nichiyu Kogyo Co., LId. ..cceeiiiiiiiiiee e 100.0
NIKKA COATING Co., Ltd. ..oooeiiiiiieiiiecieeee e 100.0
CACTUS Co., Ltd. ooeeeieeie e 100.0
(Foreign subsidiaries)
Changshu NOF Chemical Co., Ltd. .......ccccoeviieiiiiiiiiiciie e, 100.0
P.T. NOF MAS CHEMICAL INDUSTRIES .........ccociiieiirainnn, 89.6
NOF METAL COATINGS NORTH AMERICA InC. ......cceeee. 100.0
NOF AMERICA CORPORATION ....cccoiiiiiiieeiieiiee e 100.0
NOF (Shanghai) Co., Ltd. ....cooiiiiiiiiiiiiee e 100.0
NOF EUROPE GMDH ..o 100.0
NOF METAL COATINGS EUROPE S A. ...ccooviiiieiieeiee e 100.0
NOF METAL COATINGS EUROPE N.V. ...ccocoviieiieiiieiie 100.0
NOF METAL COATINGS KOREA CO.,LTD. ...cccccccevvvviirnn 100.0
NOF METAL COATINGS EUROPE Sir.l. oo 100.0
NOF METAL COATINGS SOUTH AMERICA IND.E COM.LTDA. .. 100.0
NOF METAL COATINGS SHANGHAI CO.,LTD.....c..cccceevuvrrnnenn 100.0

The Company and all of its consolidated subsidiaries use a fiscal year ended March 31,
except for NOF METAL COATINGS ASIA PACIFIC Co., Ltd., NIKKA COATING
Co., Ltd. and foreign subsidiaries. Those subsidiaries use a fiscal year ended
December 31. The accounts of those subsidiaries have been consolidated by using the
results of operations and account balances for the fiscal year, and necessary
adjustments have been made for any material transactions that occurred between the
different fiscal year-ends.

On April 1, 2024, an absorption-type merger was conducted between Nippon Koki
Co., Ltd. as a surviving company and HOKKAIDO NOF CORPORATION as an
absorbed company.

-11 -
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NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

Application of equity method

There are no affiliates accounted for using equity method.

The unconsolidated subsidiaries and affiliates, whose combined net income and
retained earnings in the aggregate are not significant in relation to those of the
consolidated financial statements of the Group, have been excluded from equity
method.

There are no major unconsolidated subsidiaries.

The major affiliate is Amagasaki Utility Services CO., Ltd.

Investments securities
Held-to-maturity securities are stated at amortized cost (straight-line method).

Available-for-sale securities for which market quotations are available are stated at the
fair value method based on their fiscal year-end market prices of the balance sheet date.
Net unrealized gains or losses on those securities are reported as a separate component
of net assets at a net-of-tax amount.

Available-for-sale securities for which market quotations are unavailable are stated at
cost, principally determined by the moving-average method.

Inventories

Inventories are principally stated at the lower of cost, determined by the total-average
method, or net selling value.

(5) Property, plant and equipment (except for leased assets)

Depreciation of property is principally computed using the straight-line method, based
on the estimated useful lives of the assets. The principal range of useful lives is
principally from 7 to 50 years for buildings and structures and from 5 to 10 years for
machinery, equipment and vehicles.

(6) Intangible assets (except for leased assets)

Intangible assets are amortized using the straight-line method.

Software for internal use is amortized using the straight-line method over the useful
life of the software, which is 5 years.

(7) Leased assets

Leased assets under finance lease transactions that do not transfer ownership to the
lessee are depreciated to a residual value of zero by the straight-line method using the
term of contract as the useful life.

-12 -



NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

(8) Allowance for doubtful accounts

The allowance for doubtful accounts is provided at amounts sufficient to cover
probable losses on collection. It consists of the estimated uncollectible amounts with
respect to identified doubtful accounts and an amount calculated by a formula based
on actual collection losses incurred in the past with respect to the remaining
receivables.

(9) Provision for bonuses

(10)

(11)

Certain consolidated subsidiaries recognized the estimated amount of employees’
bonuses to be paid in the subsequent period that is attributable to the current fiscal
year.

Provision for officers' retirement benefits

The Company calculates the amount that would be required, based on the pertinent
rules of the Company, if all officers retired at the balance sheet date, and accounts for
it as provision for officers' retirement benefits, which was presented as provision for
officers' retirement benefits.

Retirement benefit

Accrued retirement benefits and prepaid pension cost for employees have been
recorded mainly at the amount calculated based on the retirement benefit obligation
and the fair value of the pension plan assets as of the balance sheet date.

The retirement benefit obligation for employees is attributed to each period by the
benefit formula method.

Actuarial gain or loss is amortized in the year following the year in which the gain or
loss is recognized primarily by the straight-line method over periods (mainly 10
years), which are shorter than the average remaining years of service of the employees.

Prior service cost is being amortized as incurred by the straight-line method over
periods (mainly 10 years), which are shorter than the average remaining years of
service of the employees.

Unrecognized actuarial gain or loss and unrecognized prior service cost after tax
effect adjustments are recorded as retirement benefits liability adjustments in
accumulated other comprehensive income of net assets.

Certain consolidated subsidiaries adopt a simplified method in calculating the
retirement benefit obligation and retirement benefit expenses. The retirement benefit
liability calculated using the simplified method is determined to be equal to the
required amount if all the employees retired voluntarily at the balance sheet date.

-13-



NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

(12) Reporting of significant revenue and expenses

The Company recognizes revenue when promised products and services are
transferred to customers and customers gain control over the products and services
based on the following five-step approach.

Step 1: Identify the contract with customers

Step 2: Identify the performance obligations in the contract

Step 3: Calculate the transaction price

Step 4: Allocate the transaction price to the performance obligations in the contract
Step 5: Recognize revenue when (or as) the entity fulfills the performance obligations

The main business of the Company is manufacturing and sales of products in the
Functional Chemicals Segment, the Pharmaceuticals,Medicals and Health Segment
and the Explosives & Propulsion Segment. With regard to the sale of these products,
The Company recognizes revenue at the time of delivery, which is generally deemed
that the customer has gained the control over the products and the performance
obligations has been fulfilled. However, for domestic sales, the Company recognizes
revenue at the time of shipment under the Paragraph 98 of the Implementation
Guidance on Accounting Standard for Revenue Recognition because the period from
the time of shipment to the time when the control over the products is transferred to
the customers is the normal period.

Revenue is calculated by deducting returns, discounts, and rebates, etc. from the
consideration promised in the contract with the customer, within the range where
there is a high possibility that a significant reversal will not occur. The promised
consideration is collected mainly within one year from the time of the fulfillment of
the performance obligation, and does not include significant financial factors.

For transactions involving the Company as an agent, the net amount of revenue is
recognized.

Regarding a portion of the performance obligations in the Explosives & Propulsion
Segment, since the control over products or services is transferred over a certain
period of time, the degree of progress is measured using a method that faithfully
depicts the fulfillment of the obligations, and revenue is recognized over a certain
period of time.
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NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

(13) Hedge accounting

The Company has entered into forward foreign exchange contracts to reduce its
exposure to the risk of fluctuation in foreign exchange rates related to its trade
accounts receivables and payables It is the Company’s policy not to enter into any
speculative derivatives transactions.

Gains or losses arising from changes in fair value of hedging instruments are deferred
as assets or liabilities until the related gains or losses on the hedged items are
recognized.

If forward foreign exchange contracts meet certain hedging criteria, however, the
existing foreign currency receivables or payables are translated at their forward rates.

The Company evaluates the effectiveness of its hedging activities by reference to the
accumulated gains or losses on the hedging instruments and the related hedged items
from the commencement of the hedges.

(14) Goodwill

Goodwill, which could estimate the useful life, is amortized using the estimated useful
life and the others are using straight-line method over the useful life, which is 5 years.

(15) Cash and cash equivalents

Cash and cash equivalents in the consolidated statements of cash flows are composed
of cash in hand, bank deposits able to be withdrawn on demand and short-term
investments with an original maturity of three months or less and which represent a
minor risk of fluctuations in value.

-15-
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NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

Significant accounting estimates
(1) Recoverability of deferred tax assets

A. Amount recorded on the consolidated financial statements as of March 31, 2024
and 2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Deferred tax assets, net........cc.oceeven... ¥ 087 ¥ 061 $ 6,520

The amounts of deferred tax assets concerning consolidated subsidiaries, which fall
under “Category 3” pursuant to Paragraph 29 of the “Implementation Guidance on
Recoverability of Deferred Tax Assets (ASBJ Guidance No. 26)”

B. Details of significant accounting estimates related to the identified items

1). Method of calculation
The recoverability of deferred tax assets is determined through an estimate of
taxable income based on future earning capacity, in contrast with future
deductible differences.

2). Main assumptions
The estimate of taxable income based on future earning capacity uses the budget
for the next fiscal year and the Mid-Term Management Plan as the foundation,
and its main assumption is the future estimated sales volume.

3). Impact on consolidated financial statements for the next fiscal year
Regarding the main assumption stated in 2), if actual results deviate from the
assumption due to factors such as economic trends in the future, and there is a

decrease in taxable income in the next fiscal year or later, there may be a review
of the recoverability of deferred tax assets.
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NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

(2) Impairment of fixed assets

A. Amount recorded on the consolidated financial statements as of March 31, 2024
and 2023 are as follows

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Impairment l0SSES..........ccccevveevenenne. ¥ 55 ¥ 1 $ 368
Property, plant and equipment and ¥ 76,862 ¥ 65,012 $ 507,643

intangible assets..........cccoceeiiieennnn.

B. Details of significant accounting estimates related to the identified items

1). Method of calculation

The Group determines its asset groupings primarily according to the operating
division, and assesses impairment. For assets and groups of assets with indications
of impairment, the Group estimates undiscounted future cash flows based on the
business plan of each business, and assesses the necessity of impairment. As a
result of impairment assessment, if the recoverable amount is determined to be
lower than the book value, the book value is reduced to the recoverable amount
(either higher the net realizable value or value in use) and the reduction is
recognized as impairment loss.

2). Main assumptions

The estimate of undiscounted future cash flows uses the business plan of each

business as the foundation, and its main assumption is the future estimated sales
volume.

3). Impact on consolidated financial statements for the next fiscal year

Regarding the main assumption stated in 2), if actual results deviate from the
assumption due to factors such as economic trends in the future, and a group of
assets shows new indications of impairment, or if undiscounted future cash flows
fall below the book value of fixed assets in groups of assets, there may be
impairment loss on fixed assets in the next fiscal year.
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NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

Accounting standards issued but not yet effective
Revised Accounting Standard for Current Income Taxes

The Accounting Standards Board of Japan issued the following revised accounting
standards and revised implementation guidance:

““Accounting Standard for Current Income Taxes” (ASBJ Statement No. 27, October 28,
2022)

£<Accounting Standard for Presentation of Comprehensive Income” (ASBJ Statement No.
25, October 28, 2022)

““Guidance on Accounting Standard for Tax Effect Accounting” (ASBJ Guidance No. 28,
October 28, 2022)

(1) Overview
The revised standards and revised implementation guidance provide for the
classification of income taxes when taxes are imposed on other comprehensive
income and for the treatment of tax effects related to the sale of shares of subsidiaries
when the corporate group tax system is applied.

(2) Scheduled date of adoption
The Company expects to adopt the accounting standards and related implementation
guidance from the beginning of the fiscal year ending March 31, 2025.

(3) Impact of adoption of revised accounting standard and related implementation
guidance
The Company is currently evaluating the effect of the adoption of the accounting
standards and related implementation guidance on its consolidated financial
statements.

Additional Information

Board Benefit Trust (BBT)

Based on the resolution at the 96th Annual General Meeting of Shareholders held on June
27, 2019, the Company introduced in the fiscal year ended March 31, 2020 a performance-
linked stock compensation plan (the Board Benefit Trust (BBT)) for Directors (excluding
Outside Directors) and Executive Operating Officers (hereinafter collectively referred to
as the “Directors, etc.”) (hereinafter referred to as the “Plan”).

The purpose of the Plan is to further clarify the linkage between compensation of Directors,
etc., financial results of the Company and the value of the Company’s shares, and have
Directors, etc. share the risk of stock value fluctuation with the shareholders, thereby
strengthening the awareness of Directors, etc. of their contribution to the medium to long-
term improvement in financial results and enhancement of corporate value.
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NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

(1) Overview of the transactions under the Plan

Under the Plan, the Company’s shares are acquired through a trust using funds
contributed by the Company (hereinafter, such trust established pursuant to the Plan
is referred to as the “Trust”), and the Company’s shares and cash equivalents of such
shares at their market value (hereinafter collectively referred to as the “Company’s
Shares, etc.”) are distributed through the Trust to the Directors, etc., pursuant to the
Officer Stock Distribution Rules established by the Company. The Directors, etc.
shall receive the Company’s Shares, etc. upon their retirement, in principle.
Accounting treatment of the trust agreement hereunder is subjected to the “Practical
Solution on Transactions of Delivering the Company’s Own Stock to Employees etc.
through Trusts” (PITF No.30, March 26, 2015).

(2) The Company’s shares remaining in the Trust
The Company records the Company’s shares remaining in the Trust at their book
value (excluding incidental costs) at the Trust, as treasury share under net assets.
Such treasury share stood at ¥131 million of book value at March 31, 2024 and ¥164
million of book value at March 31, 2023.
The number of such shares was 116,100 at March 31, 2024 and 144,600 at March 31,
2023.
The Company conducted a 3-for-1 common share split on April 1, 2024. The above
share numbers reflect the adjusted number of shares based on the share split.

United States dollar amounts

The Company maintains its accounting records in yen by round down to the million. The
dollar amounts included in the accompanying consolidated financial statements and notes
thereto represent the arithmetical results of translating yen to U.S. dollars on the basis of
¥151.41 = U.S.$1, the approximate rate of exchange prevailing on the latest balance sheet
date of March 31, 2024, and were round down to the thousand. The inclusion of such dollar
amounts is solely for convenience of the reader and is not intended to imply that yen amounts
have been or could be converted, realized or settled in U.S. dollars at ¥151.41 = U.S.$1 or
at any other rate. As a result, the totals shown in the accompanying consolidated financial
statements do not necessarily agree with the sums of the individual amounts.

Receivables from contracts with customers and contract assets

Receivables from contracts with customers and contract assets as of March 31, 2024 and
2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
NOEES ettt ¥ 572 ¥ 752 $ 3,782
Accounts Receivable..........ccccco ¥ 53,573 ¥ 44,791 $ 353,832
CONraCt ASSELS ....veeveeeeeeeeee e e e e e ¥ 456 ¥ 427 $ 3,017



8. Collateral
is summarized as follows:
Land ..o
Total oo
9.

NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

The Company’s assets pledged as collateral for long-term borrowings and to obtain credit
from banks, other financial institutions (including the current portion), and suppliers of
¥260 million (US$1,717 thousand) at March 31, 2024, and ¥153 million at March 31, 2023

equipment

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
¥ 160 ¥ 160 $ 1,056
¥ 160 ¥ 160 $ 1,056

Government grants which were deducted from acquisition costs of property, plant and

The accumulative effects related to the Government grants which were deducted from
acquisition costs of property, plant and equipment for the purpose of a reduction in taxable
income as of March 31, 2024 and 2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Buildings and Structures ..............ccccvevvene... ¥ 512 ¥ 512 $ 3,383
Machinery, equipment and vehicles........... 442 448 2,925
Other ..o 13 21 89
TOtal.ooeeec ¥ 968 ¥ 081 $ 6,398

Investments in unconsolidated subsidiaries and affiliates

Investments in unconsolidated subsidiaries and affiliates as of March 31, 2024 and 2023

are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Investments in SECUTItieS...........uvvvvvvvveeenene. ¥ 342 ¥ 342 $ 2,260
Capital contribution.............ccocoeeviieiinnnn, 43 12 284
TOtAl e ¥ 385 ¥ 355 $ 2,545
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Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

11. Commitments and contingencies

(1) As of March 31, 2024 and 2023 the Company was contingently liable for the conditional
assignment of ¥ 1,747 million (US$ 11,544 thousand) and ¥ 1,686 million, respectively, of
trade notes and accounts receivable with recourse obligations.

(2) As of March 31, 2024 and 2023 the Company had unused commitment agreements
amounting to ¥ 5,000 million (US$ 33,022 thousand) and ¥ 5,000 million, respectively,
with banks and other financial institutions.

(3) The Company recognizes settlements of notes receivable, electronically recorded
monetary claims-operating and electronically recorded obligations-operating when the
bank clearance of the notes is actually made. As March 31, 2024 was a holiday for financial
institutions, the following accounts include the unsettled balances of trade notes receivable,
electronically recorded monetary claims-operating and electronically recorded
obligations-operating in the accompanying consolidated balance sheet as of March 31,
2024.

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Notes receivable ...........cccccvenee. ¥ 18 ¥ — $ 121
Electronically recorded monetary
claims-operating ...........ccccceveee. 149 — 089
Electronically recorded
obligations-operating ................. 309 — 2,041

12. Contract liabilities

Contract liabilities included in “Other” on Current liabilities as of March 31, 2024 and
2023 are as follows:
Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Contract liabilitieS .......cceeeeeeeeeeeeeeeeeeeee, ¥ 3,903 ¥ 5241 $ 25,782

13. Revenue from contracts with customers

With regard to the sales, revenue from contracts with customers and other revenue are not
separately presented. For details of the amount of revenue from contracts with customers,
please refer to "35. Revenue Recognition (1) Information about breakdown of revenue
from contracts with customers".
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Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

14. Inventories

Write-downs of inventories for the years ended March 31, 2024 and 2023 are as follows:

Thousands of

CoSt Of SAIES ...

15. Selling, general and administrative expenses

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
¥ 976 ¥ 189 $ 6,452

Major elements of selling, general and administrative expenses for the years ended March

31, 2024 and 2023 are summarized as follows:

Thousands of

U.S. dollars

Millions of yen (Note 6)
2024 2023 2024
Delivery and storage charges..................... ¥ 5,613 ¥ 5,939 $ 37,076
Salaries and boNUSES..........cccceeevivieeeeiinnen. 9,760 9,372 64,467
Retirement benefit expenses............cc........ 409 441 2,703
Accrued bonuseS .........cccveeeiiiiiiiiiiiiee e, 1,223 1,202 8,081
Retirement benefit costs for officers.......... 2 8 19
Research and development costs................ 6,333 5,697 41,828

Allowance for doubtful accounts................ (20) 0 (71)

16. Research and development costs

Research and development costs for the years ended March 31, 2024 and 2023 are as

follows:

Thousands of

Research and development costs ...............
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Millions of yen (Note 6)
2024 2023 2024
¥ 7,253 ¥ 6,573 $ 47,903
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Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

17. Gain on sale of non-current assets

Gain on sale of non-current assets for the years ended March 31, 2024 and 2023 is as

follows:
Thousands of
U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Machinery, equipment and vehicles......... ¥0 ¥5 $4
Others (tools, furniture and fixtures etc.).. 0 1 2
Total.oooeccececeee ¥1 ¥7 $7

18. Gain on receipt of donated non-current assets

Gain on receipt of donated non-current assets for the years ended March 31, 2024 and
2023 is as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Buildings and structures ..............cc.c....... ¥ 397 ¥ — $ 2,626
Others (tools, furniture and fixtures etc.).. 13 — 01
Total..oooo ¥ 411 ¥ — $2,717

19. Gain on extinguishment of tie-in shares
Gain on extinguishment of tie-in shares for the year ended March 31, 2023 is due to the
result that NIPPO SANGYO CO., LTD, an unconsolidated subsidiary, was merged to
HOKKAIDO NOF CORPORATION.
There were no applicable items for the year ended March 31, 2024.

20. Loss on sale of non-current assets

Loss on sale of non-current assets for the years ended March 31, 2024 and 2023 is as

follows
Thousands of
U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Machinery, equipment and vehicles......... ¥ — ¥0 $ —
Total..oooiec e, ¥ — ¥0 $ —
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Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

21. Impairment losses

The Company and its consolidated subsidiaries have recognized impairment losses on the
following classes of assets for the years ended March 31, 2024 and 2023.

2024
Thousands of
Millions of U.S. dollars
Location Major use Asset yen (Note 6)
Taketoyo-cho, Facilites ~ Machinery, equipment and ¥ 55 $ 368
Chita-gun, Aichi vehicles, etc

The Company and its consolidated subsidiaries have grouped business-use assets
according to the operating division and have grouped idle assets on an individual basis.

When there is a decrease in profitability of a business operation and no expectation of
recovery in operating earnings, the book value of the assets is written down to the
recoverable amount.

The Taketoyo-cho, Chita-gun, Aichi asset listed in the above table was written down to its
respective recoverable amounts and ¥ 55 million (US$ 368 thousand) of impairment losses
was recognized in the consolidated statement of income for the year ended March 31, 2024

The recoverable amounts of these groups of assets are measured at value in use. The
discounted cash flow was not calculated since the estimated future cash flows are negative.
The impairment losses consisted of ¥ 6 million (US$ 43 thousand) for buildings and
structures, ¥ 30 million (US$ 203 thousand) for machinery and vehicles, ¥ 14 million
(US$ 92 thousand) for tools, furniture and fixtures and ¥ 4 million (US$ 28 thousand) for
intangible assets.

2023
Thousands of
Millions of U.S. dollars
Location Major use Asset yen (Note 6)
Kawagoe city, Saitama Facilities  Buildings ¥1 $10

The Company and its consolidated subsidiaries have grouped business-use assets
according to the operating division and have grouped idle assets on an individual basis.

When there is a decrease in profitability of a business operation and no expectation of
recovery in operating earnings, the book value of the assets is written down to the
recoverable amount.

Kawagoe city, Saitama asset listed in the above table was written down to its respective
recoverable amounts and ¥ 1 million (US$ 10 thousand) of impairment losses was
recognized in the consolidated statement of income for the year ended March 31, 2023
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The recoverable amounts of these groups of assets are measured at value in use. The
discounted cash flow was not calculated since the estimated future cash flows are negative.
The impairment losses consisted of ¥ 1 million (US$ 10 thousand) for buildings and

structures.
Loss on retirement of non-current assets

Loss on retirement of non-current assets for the years ended March 31, 2024 and 2023 is
as follows:
Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Buildings and Structures ...............c.c.o...... ¥ 23 ¥ 5 $ 153
Machinery, equipment and vehicles......... 45 12 299
Other (tools, furniture and fixtures etc.) ... 2 5 15
Total.ooveieceeeee ¥71 ¥23 $ 468
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23. Other comprehensive income

Reclassification adjustments and tax effects of each component of other comprehensive
income for the years ended March 31, 2024 and 2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Valuation difference on available-for-sale
securities:
Amount arising during the year............... ¥ 0,788 ¥ 1,225 $ 64,648
Reclassification adjustments for gains
and losses included in net income.......... (2,605) (4,840) (17,207)
Amount before tax effect...........cc.coceee. 7,183 (3,615) 47,441
Tax effeCt .....cccoovieeiiii (2,217) 1,114 (14,643)
Valuation difference on available-for-sale
SECUNTIES ... ieee et 4,965 (2,500) 32,798
Foreign currency translation adjustment:
Amount arising during the year............... ¥1,761 ¥ 1,957 $ 11,635
Remeasurements of defined benefit plans,
net of tax:
Amount arising during the year............... ¥ 2,638 ¥ (160) $ 17,427
Reclassification adjustments for gains
and losses included in net income.......... (10) 44 (70)
Amount before tax effect...........cc.ccoeee. 2,628 (116) 17,357
Tax effeCt ......ccovieeiiiic (816) 32 (5,390)
Remeasurements of defined benefit plans,
NEL OF taX....vviiiiiie e 1,811 (83) 11,966
Total other comprehensive income............. ¥8,539 ¥ (626) $ 56,400
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24. Net assets

Information regarding changes in net assets for the years ended March 31, 2024 and 2023
are as follows:

(1) Shares issued and outstanding / Treasury share

Thousands of shares

2024
Number of Number of
shares at shares at
March 31, March 31,
2023 Increase Decrease 2024
Common stock.......... 82,841 - 2,000 80,841
Treasury share .......... 2,053 1,145 2,009 1,189

The decrease in common stock during the year ended March 31, 2024 was due to the
disposal of treasury shares (2,000 thousand shares).

The increase in treasury share during the year ended March 31, 2024 was due to the
purchase of odd-lot shares (2 thousand shares) and the market purchases (1,142
thousand shares).

The decrease in treasury share during the year ended March 31, 2024 was due to the
disposal of treasury shares (2,000 thousand shares) and benefit payment of the Board
Benefit Trust (BBT) (9 thousand shares).

Number of shares of treasury share at the beginning of the fiscal year ended March
31, 2024 includes 48 thousand shares held by the Board Benefit Trust (BBT).Number
of shares of treasury share at the end of the fiscal year ended March 31, 2024 includes
38 thousand shares held by the Board Benefit Trust (BBT).

Thousands of shares

2023
Number of Number of
shares at shares at
March 31, March 31,
2022 Increase Decrease 2023
Common stock.......... 82,841 - - 82,841
Treasury share .......... 731 1,321 0 2,053

The increase in treasury share during the year ended March 31, 2023 was due to the
purchase of odd-lot shares (1 thousand shares) and the market purchases (1,320
thousand shares).

-27-



)

NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

The decrease in treasury share during the year ended March 31, 2023 was due to the
disposal of odd-lot shares (0 thousand shares).

Number of shares of treasury share at the end of the fiscal year ended March 31, 2023
includes 48 thousand shares held by the Board Benefit Trust (BBT).

Cash dividends

The Corporation Law of Japan provides that an amount equal to 10% of the amount
to be distributed as distributions of capital surplus (other than the capital reserve) and
retained earnings (other than the legal reserve) shall be transferred to the capital
reserve or the legal reserve until the sum of the capital reserve and the legal reserve
equals 25% of the capital stock account. Such distributions can be made at any time
by resolution of the shareholders or by the Board of Directors if certain conditions
are met, but neither the capital reserve nor the legal reserve is available for
distributions.

Appropriations are not accrued in the consolidated financial statements for the period
to which they relate, but are recorded in the subsequent accounting period when the
shareholders’ approval has been obtained.

Dividends paid for the year ended March 31, 2024:

Millions of Thousands of U.S. dollars
U.S. dollars Yen
yen (Note 6) (Note 6)
Type of Total Total Dividends | Dividends
shares dividends | dividends per share per share
Annual general meeting of the | Common
stockholders on June 27, 2023 | stock ¥ 4,688 $ 30,965 ¥58 $0.38
Meeting of the Board of Common
Directors on November 1, 2023 | stock ¥ 4,503 $29,746 ¥56 $0.37

Total dividends ¥ 4,688 million by Annual general meeting of the stockholders on
June 27, 2023 includes ¥ 2 million of dividends for shares held by the Board Benefit
Trust (BBT).

Total dividends ¥ 4,503 million by Meeting of the Board of Directors on November
1, 2023 includes ¥ 2 million of dividends for shares held by the Board Benefit Trust
(BBT).
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Dividends paid for the year ended March 31, 2023:

Millions of Thousands of U.S. dollars
U.S. dollars Yen
yen (Note 6) (Note 6)
Type of Total Total Dividends | Dividends
shares dividends | dividends per share per share
Annual general meeting of the | Common
stockholders on June 28, 2022 | stock ¥3,861 $28,917 ¥47 $0.35
Meeting of the Board of Common
Directors on November 2, 2022 | stock ¥ 4,081 $30,568 ¥50 $0.37

Total dividends ¥ 3,861 million by Annual general meeting of the stockholders on
June 28, 2022 includes ¥ 2 million of dividends for shares held by the Board Benefit
Trust (BBT).

Total dividends ¥ 4,081 million by Meeting of the Board of Directors on November
2, 2022 includes ¥ 2 million of dividends for shares held by the Board Benefit Trust
(BBT).

Dividends with the cut-off date in the year ended March 31, 2023 and the effective
date in the year ending March 31, 2024:

Millions of Thousands of U.S. dollars
U.S. dollars Yen
yen (Note 6) (Note 6)
Type of Total Total Dividends | Dividends
shares dividends | dividends per share per share
Annual general meeting of the | Common
stockholders on June 27, 2024 | stock ¥ 4622 $30,526 ¥58 $0.38

Total dividends ¥ 4,622 million by Annual general meeting of the stockholders on
June 27, 2024 includes ¥ 2 million of dividends for shares held by the Board Benefit
Trust (BBT).

The Company conducted a 3-for-1 common share split on April 1, 2024. The
dividends per share shown above is the actual dividend amounts calculated based on
the number of shares before the share split, as of the dividend record date of March
31, 2024.
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25. Supplementary cash flow information
Cash and cash equivalents as of March 31, 2024 and 2023 are reconciled to cash and

deposits in the consolidated balance sheet as follows:
Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Cash and time deposits..........cccceevveveienne. ¥ 91,744 ¥ 92,520 $ 605,933
Time deposits with maturity of more than
three monthS.........cccccoovvviiiiieee e, (4,229) (3,430) (27,932)
Separate deposit (Board Benefit Trust)...... (5) (8) (39)
Cash and cash equivalents ..............c..cu.... ¥ 87,509 ¥ 89,081 $ 577,962

26. Leases

The Group leases certain machinery, equipment and vehicles, software and other assets.
Obligations under non-cancelable operating leases as of March 31, 2024 and 2023 are as

follows:
Thousands of
U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Due within one year ...........cccecvevveevennnn, ¥ 45 ¥ 32 $ 301
Due after one year........cccceevveeeiveesiinenn, 17 25 114
Total.ocveeiececeec e, ¥ 62 ¥ 58 $415

27. Financial instruments

(1) Policy for financial instruments

In consideration of plans for capital investment, the Company and its consolidated
subsidiaries raise funds through bank borrowings. The Group manages temporary
cash surpluses through low-risk financial assets. Further, the Group raises short-term
capital through bank borrowings. The Group uses derivatives for the purpose of
reducing risk and does not enter into derivatives for speculative or trading purposes.

(2) Types of financial instruments and related risk and risk management system

Trade receivables—Notes and accounts receivable—are exposed to credit risk in
relation to customers.
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In accordance with the internal policies of the Group for managing credit risk arising
from receivables, each related division monitors credit worthiness of their main
customers periodically, and monitors due dates and outstanding balances by individual
customer.

Investment securities are exposed to market risk. Those securities are composed of
mainly held-to-maturity securities and the shares of common stock of other companies
with which the Group has business relationships, or affiliated companies.

The Group regularly monitor market prices and the financial status of issuers
(business partners), and review our shares in consideration of the relationship with
business partners.

The Group assesses credit risk of held-to-maturity securities is negligible because
only highly safe bonds are held in accordance with internal guidelines.

The Group has also loans receivable from other companies with which it has business
relationships.

Short-term borrowings are raised mainly in connection with business activities, and
Long-term borrowings is taken out principally for the purpose of making capital
investments. Long-term borrowings with variable interest rates is exposed to interest
rate fluctuation risk.

However, to reduce such risk for Long-term borrowings bearing interest at variable
rates, the Group mainly utilizes fixed interest.

The group policy for hedge accounting is indicated in Note 2 “Summary of significant
accounting policies” (13) “Hedge accounting”.

Supplemental information on the fair value of financial instruments

The Group calculates the fair value of financial instruments. This estimate include
variable factors and are subject to fluctuation due to changes in underlying
assumptions.
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(4) Fair value of financial instruments

The carrying value, the estimated fair value and the difference of the financial

instruments on the balance sheet as of March 31, 2024 and 2023 are as follows.

"Cash" is omitted and “Deposits,” “Notes and accounts receivable - trade,”
“Electronically recorded monetary claims-operating,” “Notes and accounts payable,”
“Electronically recorded obligations-operating,” and “Short-term borrowings” are
also omitted since these accounts are settled in a short period of time and the fair value

approximates the book value.

Assets
Investment securities

Held-to-maturity securities....................
Available-for-sale securities..................
Total ASSELS.....iiveeeiieeeee e

Liabilities
Long-term borrowings from banks and

other financial institutions ...................

Total liabilitieS .......ccvvvveeiiieeiieeeen,

Assets
Investment securities
Held-to-maturity securities....................
Available-for-sale securities..................

Total @SStLS...ceveeieeeeee e
Liabilities
Long-term borrowings from banks and
other financial institutions ...................
Total liabilitieS ........c.ovvevieiiiiiieeee,
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Millions of yen

2024
Carrying Estimated
value fair value Difference
¥ 1,300 ¥ 1,294 ¥ (5
48,439 48,439 -
¥ 49,739 ¥ 49,734 ¥ (5
¥ 2775 ¥ 2,754 ¥ (20)
¥ 2775 ¥ 2,754 ¥ (20)

Millions of yen

2023
Carrying Estimated
value fair value Difference
¥ 1,300 ¥ 1,295 ¥ (4)
42,218 42,218 -
¥ 43,518 ¥ 43,514 ¥ (4)
¥ 2482 ¥ 2473 ¥ (8)
¥ 2482 ¥ 2473 ¥ (8)




NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

Thousands of U.S. dollars (Note 6)

2024
Carrying Estimated
value fair value  Difference
Assets
Investment securities
Held-to-maturity securities.................... $ 858 $ 8,552 $ (33)
Available-for-sale securities................... 319,925 319,925 -
Total aSSetS.....ccovevveevieeiecieeiecee e $328511  $328,477 $ (33)
Liabilities
Long-term borrowings from banks and
other financial institutions ................... $ 18,330 $ 18,194 $ (136)
Total liabilities ..........cccceevvveiiiiecie, $ 18,330 $ 18,194 $ (136)

Financial instruments that do not have market prices are not included in “Available-
for-sale securities”. The consolidated balance sheet amount of these financial
instruments is as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Unlisted StocK........cccoovvevieiiiiiennn, ¥ 1,199 ¥ 1,200 $ 7,919
Fund certificate ..........cccocevvveviennnnnn, ¥ 0 ¥ 0 $ 1
Investment limited partnership ........ ¥ 253 ¥ - $1,675

(Note) Investments in investment limited partnership are not subject to disclosure of
fair value in accordance with paragraph 24-16 of the Implementation
Guidance on Accounting Standard for Fair Value Measurement (ASBJ
Guidance No. 31)
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Redemption schedule for receivables and securities with maturities as of March 31,
2024 and 2023 are as follows:

Millions of yen

2024
Within 1to5 5to 10 Over 10
a year years years years
Cash and time deposits............. ¥ 91,735 ¥ - ¥ - ¥ -
NOtES.....coviieiee, ¥ 572 ¥ - ¥ - ¥ -
Accounts Receivable ................ ¥ 53,573 ¥ - ¥ - ¥ -
Electronically recorded
monetary claims-operating ..... ¥ 3,560 ¥ - ¥ - ¥ -
Investment securities
Held-to-maturity securities
Corporate bonds ................... ¥ - ¥ 300 ¥ 1,000 ¥ -
Millions of yen
2023
Within 1to5 5to 10 Over 10
a year years years years
Cash and time deposits............. ¥ 92512 ¥ - ¥ - ¥ -
NOtES.....coviieeieie, ¥ 752 ¥ - ¥ - ¥ -
Accounts Receivable................. ¥ 44,791 ¥ - ¥ - ¥ -
Electronically recorded
monetary claims-operating ..... ¥ 3,014 ¥ - ¥ - ¥ -
Investment securities
Held-to-maturity securities
Corporate bonds ................... ¥ - ¥ 300 ¥ 500 ¥ 500

Thousands of U.S. dollars (Note 6)

2024
Within lto5 5to 10 Over 10
a year years years years
Cash and time deposits.............. $605875 $ - $ - $ -
NOES.....veveireereerecie e $ 3782 $ - $ - $ -
Accounts Receivable ................ $353832 $ - $ - $ -
Electronically recorded
monetary claims-operating ..... $ 23515 $ - $ - $ -
Investment securities
Held-to-maturity securities
Corporate bonds ................... $ - $1981 $ 6,604 $ -
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(5) Fair Value of Financial Instruments by levels

The fair value of financial instruments is classified into the following three levels
based on the observability and materiality of the inputs used to calculate fair value.

Level 1: Fair value derived from quoted prices in active markets for identical
assets or liabilities.

Level 2: Fair value derived from observable inputs that are not included in Level
1 inputs.

Level 3: Fair value derived from unobservable inputs.

If multiple inputs are used that have a significant impact on the measurement of fair
value, fair value is classified at the lowest level in the fair value measurement
among the levels to which each of these inputs belongs.

1) Financial instruments measured at fair value on the consolidated balance sheet as
of March 31, 2024 and 2023 are as follows.
Millions of yen

2024
Level 1 Level 2 Level 3 Total
Investment securities
Other securities
SOCK ..o, ¥ 48,439 ¥ - ¥ — ¥ 48,439
Total aSSetS....vovvveeeeeeeeeeeerens ¥ 48,439 ¥- ¥- ¥ 48,439

Millions of yen

2023
Level 1 Level 2 Level 3 Total
Investment securities
Other securities
StOCK i ¥42,218 ¥ — ¥ - ¥ 42,218
Total aSSEtS.....cvvveeeeeeeeeeeeeeeeeens ¥42,218 ¥- ¥- ¥42,218
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Thousands of U.S. dollars (Note 6)

2024
Level 1 Level 2 Level 3 Total
Investment securities
Other securities
StOCK v $ 319,925 $- $- $ 319,925
Total 8SSEetS......c.covevereereeeeenna, $ 319,925 $- $- $ 319,925

2) Financial instruments other than those measured at fair value on the consolidated
balance sheet as of March 31, 2024 and 2023 are as follows.

Millions of yen

2024
Level 1 Level 2 Level 3 Total
Investment securities
Held-to-maturity securities
Corporate bonds ................... ¥ - ¥ 1,294 ¥ - ¥1,294
Total 8SSetS.......ccvvverereeererenns ¥ - ¥129%4 ¥ - ¥1294
Long-term borrowings.......... ¥ - ¥ 2,754 ¥ — ¥ 2,754
Total liabilities ..........cocovune... ¥ - ¥2754 ¥ - ¥2754
Millions of yen
2023
Level 1 Level 2 Level 3 Total
Investment securities
Held-to-maturity securities
Corporate bonds ................... ¥ - ¥ 1,295 ¥ - ¥ 1,295
Total 8SSetS.......ccvvvvrereeererenns ¥ - ¥129% ¥ - ¥129%
Long-term borrowings.......... ¥ - ¥ 2,473 ¥ — ¥ 2473
Total liabilities .............cc.......... ¥ - ¥243 ¥ - ¥2413
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Thousands of U.S. dollars (Note 6)

2024
Level 1 Level 2 Level 3 Total
Investment securities
Held-to-maturity securities

Corporate bonds.................... $ - $8552 $ - % 8552
Total 8SSEtS.....cvvrvereeerreererenns $ - $8552 $ - $ 8552

Long-term borrowings.......... $ - $18194 $ -  $18,194
Total liabilities ...............cc........ $ - $18194 $ -  $18194

Note: Valuation techniques and inputs are as follows:

Investment securities:

Fair value of listed stocks is based on the price on the stock exchange. They are
classified in Level 1, because they are traded in an active market. However, the
fair value of corporate bonds are classified in Level 2 due to quoted price in
inactive market with low trade frequency.

Long-term borrowings:

Fair value is calculated based on the present value estimated by discounting the
total principal and interest, using discount rates reflecting the remaining term and
credit risk and is classified as Level 2 fair value.

28. Short-term borrowings and Long-term borrowings
Short-term borrowings outstanding are generally represented by notes payable issued by
the Company to banks with weighted average interest rates of 1.15% at March 31, 2024,
and 1.49% at March 31, 2023.

Long-term borrowings as of March 31, 2024 and 2023 consisted of the following:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024

Loans, principally from banks and insurance
companies, due September 2025 to December
2028 with average interest rates of 1.54% at
March 31, 2024, and 0.98% at March 31, 2023 ¥ 2,775 ¥ 2,482 $ 18,330
Less: Current maturities of:
Long-term borrowings.........ccoccevevveeininenne - (150) -

TOtAl oo ¥2775 ¥ 2,332 $ 18,330
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Aggregate annual maturities of Long-term borrowings subsequent to March 31, 2024 are as
follows:

Thousands of

U.S. dollars
Years ending March 31 Millions of yen (Note 6)
2026 . ¥ 925 $ 6,112
2027 e 700 4,623
20028 e 1,000 6,604
2029 e 150 990
2030 and thereafter ........oooevvvveevviieiiiieeeeeeeeiiins - -
TOAL e ¥ 2775 $ 18,330

29. Investments in securities

(1) The fair value, book value and unrealized gains or losses on held-to-maturity
securities with fair value as of March 31, 2024 and 2023 are as follows:

Millions of yen

2024
Unrealized
Description Fair value  Book value  gain or loss
Book value in excess of acquisition
cost
Government bonds, local
government bonds, etc................. - - -
Corporate bonds..........ccccceeeerinennne ¥ 502 ¥ 500 ¥ 2
Others......ccccovvieeciiee e, - - -
Sub total........cccceveieeiiieei, ¥ 502 ¥ 500 ¥ 2
Book value not in excess of
acquisition cost
Government bonds, local
government bonds, etc................. - - -
Corporate bonds...........cccceeveennnen. ¥ 792 ¥ 800 ¥ (7)
Others.....cccccvvieeeiiie e, - - -
Sub total.......ccccovvieeiiieci, ¥ 792 ¥ 800 ¥ (7)
Total cvveeceiee, ¥ 1,294 ¥ 1,300 ¥ (5)
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Millions of yen

2023
Unrealized
Description Fair value  Book value  gain or loss
Book value in excess of acquisition
cost
Government bonds, local
government bonds, etc................. - - -
Corporate bonds..........ccccceeerunennne ¥ 503 ¥ 500 ¥ 3
Others......ccccoevieeeiiec e, - - -
Sub total........cccceveieeiiieei, ¥ 503 ¥ 500 ¥ 3
Book value not in excess of
acquisition cost
Government bonds, local
government bonds, etc................. - - -
Corporate bonds............cccceevvennnen. ¥ 792 ¥ 800 ¥(7)
Others.....cccccovvieeeiic e, - - -
Sub total......ccccoeviieiiiieie, ¥ 792 ¥ 800 ¥(7)
Total cvveeeeeee, ¥ 1,295 ¥ 1,300 ¥ (4)

Thousands of U.S. dollars (Note 6)

2024
Unrealized
Description Fair value  Book value  gain or loss
Book value in excess of acquisition
cost
Government bonds, local
government bonds, etc................. - - -
Corporate bonds...........cccccvennenee., $ 3,319 $ 3,302 $ 17
Others......ccccovvieeciiee e, - - -
Sub total........cccceveieeiiieei, $ 3,319 $ 3,302 $ 17
Book value not in excess of
acquisition cost
Government bonds, local
government bonds, etc................. - - -
Corporate bonds...........cccocvennneen, $5,932 $ 5,283 $ (50)
Others.....cccccvvieeeiiie e, - - -
Sub total........cccceveieeiiieei, $ 5,932 $ 5,283 $ (50)
Total ..o $ 8,552 $ 8,585 $ (33)
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(2) The acquisition cost, book value and unrealized gains or losses on available-for-sale
securities with fair value as of March 31, 2024 and 2023 are as follows:

Millions of yen

2024
Acquisition  Book value  Unrealized
Description cost (fair value)  gain or loss
Book value in excess of acquisition
cost
StOCKS ...vvveccieeeee e, ¥9,914 ¥ 48,439 ¥ 38,525
Bonds .......coocvieiviii - - -
Others......ccccovvieeciiee e, - - -
Sub total........cccoeveieiiiieei, ¥9,914 ¥ 48,439 ¥ 38,525
Book value not in excess of
acquisition cost
StOCKS ...ovvieiii e, ¥ - ¥ - ¥ -
Bonds ......ccooveiiiii - - -
Others......ccccvvieeeiiee e, - - -
Subtotal.........ccceevviiiiiiiiii ¥ - ¥ - ¥ -
Total cvveeeeeee, ¥ 9,914 ¥ 48,439 ¥ 38,525

Millions of yen

2023
Acquisition  Book value  Unrealized
Description cost (fair value)  gain or loss
Book value in excess of acquisition
cost
StOCKS ..cuvveiciiee e, ¥ 10,436 ¥ 41,823 ¥ 31,386
Bonds ......ccooveiiiii - - -
Others......ccccovvieeeiiee e, - - -
Sub total........cccceveieeiiieei, ¥ 10,436 ¥ 41,823 ¥ 31,386
Book value not in excess of
acquisition cost
SEOCKS ..., ¥ 439 ¥ 395 ¥ (49)
Bonds .......cooveeiiiii - - -
Others......ccccovvieeciiee e, - - -
SUb total......c.veevreeerciciene, ¥ 439 ¥ 395 ¥ (44)
Total cvveeiecee, ¥ 10,876 ¥ 42,218 ¥ 31,342
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Thousands of U.S. dollars (Note 6)

2024
Acquisition  Book value  Unrealized
Description cost (fair value)  gain or loss
Book value in excess of acquisition
cost
) (003 $ 65,481 $ 319,925 $ 254,444
BoNnds ......cocviviiieeeeeee - - -
OtherS...ueeeeeeiiicceeee e - - -
Sub total.......cocveeveviiiiiieeciie, $ 65,481 $ 319,925 $ 254,444
Book value not in excess of
acquisition cost
SEOCKS ..., $ - $ - $ -
BoNds ......coovviiiiiieeeee - - -
OtherS...ueeeeeeiiicieee e - - -
Subtotal.........cccceeviiiiiiiiiii $ - $ - $ -
Total cvveeiecee, $ 65,481 $ 319,925 $ 254,444

(3) Awvailable-for-sale securities sold during the years ended March 31, 2024 and 2023 are

(4)

as follows:
Thousands of
U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Proceeds from sale of available-for-
Sale SECUNtIeS ....uweeeeeeeeeeeeeeeeen ¥ 3,572 ¥ 5,612 $ 23,592
Realized gain..........ccccceevvevieiiennnn, ¥ 2,612 ¥ 4,840 $ 17,256
Realized 10SS ......coeeeeeeeeeeeeeeeeeeeee ¥ 7 ¥ 0 $ 49

The book value of major securities without fair value as of March 31, 2024 and 2023
are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Unlisted StockS.........cccoevviieiiiennenn, ¥ 1,199 ¥ 858 $ 7,919
Fund certificateS.........cocevvvvirennenn, ¥ 0 ¥ 0 $ 1
Investment limited partnership ....... ¥ 253 ¥ - $1,675

-4] -



NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

30. Retirement benefit plans

The Company and its consolidated subsidiaries have either funded and unfunded defined
benefit plans and/or defined contribution plans for benefit payments to their employees.
For defined benefit plans (all funded plans), a lump-sum payment or annual pension
calculated based on salary paid and length of service provided will be paid. For certain
lump-sum retirement plans, the lump-sum payments are also determined based on salary
paid and length of service provided. For defined benefit corporate pension plans and
retirement lump-sum plans offered by certain consolidated subsidiaries, net defined benefit
liability and retirement benefit expenses are calculated by a simplified method. In addition,
certain consolidated subsidiaries adopt a smaller enterprise retirement allowance mutual
plan and defined contribution pension plans.

Defined benefit plan

(1) The changes in retirement benefit obligation during the years ended March 31, 2024
and 2023 are as follows (excluding plans using the simplified method):

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Beginning balance of retirement
benefit obligation ...........c.cccccevennnn. ¥ 23,219 ¥ 23,5637 $ 153,352
SErVICE COSt.....vvveiiiiiiiee i 1,299 1,319 8,579
Interest CoSt........ccovvveveeeeeeeiciiiiee, 35 30 236
Actuarial 0SS ........cccovvveeiiiiiiiee, a7 (16) (114)
Retirement benefits paid..................... (658) (1,670) (4,349)
Other....cooeiiiie e, 47 17 310
Ending balance of retirement benefit
obligation .........cccevveviiiiece ¥ 23,924 ¥ 23,219 $ 158,014

(2) The changes in plan assets during the years ended March 31, 2024 and 2023 are as
follows (excluding plans using the simplified method):

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Beginning balance of plan assets........... ¥ 23,046 ¥ 23,316 $ 152,213
Expected return on plan assets.............. 416 427 2,753
Actuarial 10SS ........cccoevveiiiiiiiiie, 2,607 (183) 17,224
Contributions by the Company............. 743 907 4,912
Retirement benefits paid....................... (408) (1,408) (2,696)
Other ..o 0 (12) 5)
Ending balance of plan assets............... ¥ 26,406 ¥ 23,046 $ 174,402
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(3) The changes in liabilities for retirement benefits calculated by using the simplified
method during the years ended March 31, 2024 and 2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Beginning balance of net defined
benefit liability ..........cccoovviiiiiieennn, ¥ 1,508 ¥ 1,622 $ 10,555
Retirement benefit expenses................. 253 289 1,671
Retirement benefits paid...................... (115) (200) (761)
Contributions by the Company............. (89) (112) (591)
Ending balance of net defined benefit
lability ..o, ¥ 1,646 ¥ 1,598 $ 10,873

(4) The following table sets forth the funded status of the plans and the amounts
recognized in the consolidated balance sheet as of March 31, 2024 and 2023 for the
Company’s and the consolidated subsidiaries’ defined benefit plans:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024

Funded retirement benefit obligation.... ¥ 22,824 ¥ 22,025 $ 150,743

Plan @ssetsS........ccocvveeiiiieeiiee e (28,056) (24,630) (185,303)

(5,232) (2,604) (34,560)

Unfunded retirement benefit obligation 4,397 4,375 29,046
Net liabilities in consolidated

balance sheet...........ccccovviiviiiieeninnnn, (834) 1,770 (5,514)

Retirement benefit asset ...............c....... (5,777) (3,071) (38,160)

Retirement benefit liability................... 4,942 4,842 32,646
Net liabilities in consolidated

balance sheet.........cccccooeiiiiiiiiie ¥ (834) ¥ 1,770 $ (5,514)

(5) The components of retirement benefit expense for the years ended March 31, 2024
and 2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024

SErViCe COSt.....cvveiviiieiiieiiee e ¥ 1,299 ¥ 1,319 $ 8,579

INterest COSt.......ovvvvvvviiiiiiiiiiiiiiiiiiiieeee, 35 30 236

Expected return on plan assets.............. (416) (427) (2,753)

Amortization of actuarial loss............... (10) 44 (69)
Retirement benefit expenses for

simplified method............cccoceeriennnn. 253 289 1,671
Retirement benefit expenses for

defined benefit plans ...........cccccoeevenee, ¥ 1,160 ¥ 1,256 $ 7,664
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(6) The components of retirement benefits liability adjustments included in other
comprehensive income (before tax effect) for the years ended March 31, 2024 and
2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Actuarial 10SS .........ccocevvvivieriiiiiiene, ¥ (2,628) ¥ 116 $ (17,357)
Total oo, ¥ (2,628) ¥116 $ (17,357)

(7) The components of retirement benefits liability adjustments included in accumulated
other comprehensive income (before tax effect) as of March 31, 2024 and 2023 are

as follows:
Thousands of
U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Unrecognized actuarial loss ................. ¥ (2,888) ¥ (260) $ (19,077)
TOtal oo ¥ (2,888) ¥ (260) $ (19,077)

(8) 1) The fair value of plan assets, by major category, as a percentage of total plan

2)

assets as of March 31, 2024 and 2023 is as follows:

2024 2023
Equity SECUNItIES ...cocvvveiiiiiiiiie e 33% 22%
Debt SECUNILIES ....ovvvvviviiiiiiiiiiiiieeeveeeeeeieee 24% 35%
General acCoUNtS.......uvvee s 27% 30%
L1 =T R 16% 13%
Total .o 100% 100%

Note:

The plan assets include 12% and 10% of the retirement pension trusts for
corporate pension plans as of March 31, 2024 and 2023, respectively.

The long-term expected rate of return on plan assets has been estimated based on
the current and projected pension asset allocations and the current and projected

return rate on various assets comprising plan assets.
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(9) The assumptions used in accounting for the above plans are as follows:

2024 2023
DISCOUNE FALE ... mainly 0.00%  mainly 0.00%
Long-term expected rate of return on plan assets mainly 2.00%  mainly 2.00%
Expected rate of salary increase.............cccoc...... 1.00 ~5.53%  1.00 ~5.53%

Defined contribution plans

The required contributions to the defined contribution plan for certain consolidated
subsidiaries for the years ended March 31, 2024 and 2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Defined contribution plans................. ¥ 117 ¥ 100 $773

31. Stock option

There were no applicable items.
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32. Income taxes
(1) Significant components of deferred tax assets and liabilities

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Deferred tax assets:
Provision for bonuses....................... ¥ 1,148 ¥ 1,106 $ 7,587
Retirement benefit liability............... 2,485 2,474 16,416
Elimination of intercompany profits. 598 591 3,955
Valuation loss on inventories ........... 582 258 3,849
Accrued enterprise taX.........ccceeeeveennn 421 489 2,786
Impairment 10SSeS .........ccevvvveeiiinennne. 320 405 2,118
Provision for officers' retirement
benefits and retirement benefits for
directors (and other officers) .......... 4 17 27
Loss on valuation of investment
SECUNTIES ... 184 196 1,217
Deemed dividend by distribution in kind 2,125 2,125 14,035
Others.....cccceeveiiee e, 1,052 888 6,952
Subtotal..........cvvvviiiiiiiiiiiiiiiiiieeie, 8,925 8,555 58,946
Valuation allowance.............c.cc........ (2,490) (2,502) (16,445)
Total deferred tax assets................... 6,435 6,052 42,500
Deferred tax liabilities:
Valuation difference on available-
for-sale securities ..........cccceeevvernnee. (11,830) (9,613) (78,138)
Reserve for advanced depreciation of
property, plant and equipment........ (1,426) (1,473) (9,424)
Valuation differences...........c........... (1,513) (1,513) (9,998)
Gain on revaluation of assets trusted
for retirement benefit...................... (633) (633) (4,185)
Others....cocvviieiie e, (2,812) (1,687) (18,578)
Total deferred tax liabilities................. (18,218) (14,922) (120,326)
Net deferred tax liabilities.................... ¥ (11,783) ¥ (8,870) $ (77,825)
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(2) Reconciliation of the effective statutory tax rate to the Company’s effective tax rate

Income taxes in Japan applicable to the Company and its domestic consolidated
subsidiaries consist of corporation tax, inhabitants’ taxes and enterprise tax, which,
in the aggregate, resulted in statutory rates of approximately 31.0% for the years
ended March 31, 2024 and 2023. Income taxes of the foreign consolidated
subsidiaries are based generally on the tax rates applicable in their countries of
incorporation.

The reconciliation between the effective tax rates reflected in the consolidated
statement of income and the effective statutory tax rate for the years ended March 31,
2024 and 2023 was as follows:

2024 2023
Effective statutory tax rate..........ccccoeeveeiiieriinenne - 31.0%
Non-deductible eXpenses..........cccccevveeeiiieeiineenne, - 0.0
TaX CrEditS ..oooivvieeciiiee e - (1.1)
Valuation allowance...........ccccvvveeiieniiiee e, - (0.1)
Inhabitants’ per capita taxes ..........cccevvvveeiiiveennnn. - 0.1
Deduction of dividends received ............ccccccueee.ne. - 0.0
Different tax rates applied to foreign subsidiaries. - (1.2)
Other. ..o - 0.3
Effective tax rates ........ooocvviiiriiiee i, - 29.2%

Note: The note of 2024 is omitted, because the difference between effective
statutory tax rate and the effective tax rates reflected in the consolidated
statement of income is less than 5% of effective statutory tax rate.

33. Business combination

There were no applicable items.
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34. Asset retirement obligations

Information on the asset retirement obligations recorded on the consolidated balance sheet
at March 31, 2024 and 2023 is as follows:

A. Outline of the asset retirement obligations

Expenses allocated for obligations to remove harmful materials such as fluorocarbon
and PCB (polychlorinated biphenyl) from fixed assets and for removal of company

dormitory.

B. Calculation method of asset retirement obligations

An estimated period of use of 2-38 years and a discount rate of 0.00%-2.27% are used
to calculate the amount of the asset retirement obligations.

C. Changes in the total amount of the asset retirement obligations for the fiscal years
ended March 31, 2024 and 2023 are as follows:

Balance at beginning of year..............
Increase due to acquisition of
property, plant and equipment..........

Accretion expenses..........

Decrease due to fulfillment of asset

retirement obligations ....

Balance at the end of year
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Thousands of

U.S. dollars

Millions of yen (Note 6)
2024 2023 2024
¥ 556 ¥ 557 $ 3,678
3 2 20
0 0 0

(2) 3 (15)

¥ 557 ¥ 556 $ 3,684
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Revenue Recognition

(1) Information about breakdown of revenue from contracts with customers
The sales of the Company are mainly revenue recognized from contracts with
customers, and the breakdown of the reportable segments of the Company by region
for the years ended March 31, 2024 and 2023 are as follows:

The consolidated subsidiary NOF EUROPE GmbH was previously included in the
Functional Chemicals segment, but as a result of reviewing the business management
category for this subsidiary, it is included in the Pharmaceuticals, Medicals and
Health segment.

Since the net sales to Europe has increased and are material, “Others” have been
reclassified into “Europe” and “Others.”

In accordance with the aforementioned changes, the information for the previous
fiscal year has been restated to conform to the new classification.

Millions of yen

2024
Reportable segments
Pharmaceuti
cals, Explosives
Functional Medicals &
Chemicals and Health  Propulsion Subtotal Others Total
Net sales
Japan ... ¥ 90,164 ¥ 23,253 ¥ 33,962 ¥ 147,380 ¥ 466 ¥ 147,847
ASia...ooeiiiin, 32,959 2,645 130 35,735 92 35,828
Europe......ccccoveee. 6,575 15,601 27 22,203 — 22,203
Others......cccovvvennas 3,857 12,497 17 16,373 — 16,373
Sales to customers.... ¥ 133,556 ¥ 53,998 ¥ 34,138 ¥ 221,693 ¥ 559 ¥ 222,252
Millions of yen
2023
Reportable segments
Pharmaceuti
cals, Explosives
Functional Medicals &
Chemicals and Health  Propulsion Subtotal Others Total
Net sales
Japan ... ¥ 90,418 ¥ 23,826 ¥ 29,677 ¥ 143922 ¥ 457 ¥ 144,380
ASia..ceiiiiie, 36,179 1,754 144 38,078 51 38,130
Europe......ccccoveee. 5,632 15,131 34 20,798 — 20,798
Others......cccceeve.e. 3,735 10,651 14 14,401 — 14,401
Sales to customers.... ¥ 135,965 ¥ 51,363 ¥ 29871 ¥ 217,200 ¥ 509 ¥ 217,709
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Thousands of U.S. dollars (Note 6)

2024
Reportable segments
Pharmaceut
icals, Explosives
Functional Medicals &
Chemicals and Health  Propulsion Subtotal Others Total
Net sales
Japan ... $ 595496 $ 153580 $ 224,311 $ 973,389 $ 3,083 $ 976,472
ASia....cooiiie, 217,685 17,473 861 236,020 610 236,630
Europe.....ccccoeenes 43,425 103,040 180 146,646 — 146,646
Others......ccccevveeee. 25,478 82,542 116 108,137 — 108,137

Sales to customers.... $ 882,086 $ 356,637 $ 225469 $ 1,464,194 $ 3,694 $1,467,888

Notes:

1. The “Others” category represents segments other than the reportable segments,
which includes transportation, real estate sales and administrative operations.

2. Sales are mostly revenue recognized from contracts with customers, and revenue
recognized from other sources is not presented separately as it is not material.

3. From the current fiscal year, the name of the reportable segment that was
previously shown as “Life Science” was changed to “Pharmaceuticals, Medicals
and Health.”

(2) Basic information to understand revenue from contracts with customers
For details, please refer to Note 2 “Summary of significant accounting policies” (12)
“Reporting of significant revenue and expenses”.

(3) Information about the relationship between the fulfillment of performance obligations
based on contracts with customers and cash flows arising from the contracts, and the
amount and timing of revenues from contracts with customers existing at the end of
the fiscal year that are expected to be recognized in the following fiscal years.
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1) Balance of contract assets and contract liabilities, etc. as of March 31, 2024 and

2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Receivables from contracts with
customers:
Balance at beginning of year............. ¥ 48,558 ¥ 41,936 $ 320,711
Balance at end of year ...................... ¥ 57,706 ¥ 48,558 $ 381,130
Contract assets:
Balance at beginning of year............. ¥ 427 ¥ 488 $ 2,825
Balance at end of year ...................... ¥ 456 ¥ 427 $ 3,017
Contract liabilities:
Balance at beginning of year............. ¥ 5241 ¥ 3,452 $ 34,617
Balance at end of year ...........c.......... ¥ 3,903 ¥ 5241 $ 25,782
Notes:
1. Contract assets are related to consideration recognized based on the fulfillment of

performance obligations of the Explosives & Propulsion Segment, and are included
in “Notes and accounts receivable - trade, and contract assets” on the consolidated
balance sheet.

. Contract liabilities are related to advances received from customers and are

included in “Other current liabilities” under current liabilities on the consolidated
balance sheet.

. Out of the revenue recognized in the fiscal year, the amount included in the

beginning balance of contract liabilities is ¥ 4,989 million (US$ 32,951 thousand)
at March 31, 2024, and ¥ 3,080 million (US$ 23,068 thousand) at March 31, 2023.

. In the fiscal year ended March 31, 2024, the amount of revenue recognized from

performance obligations that have been fulfilled (or partially fulfilled) in previous
fiscal years is immaterial.
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2) Transaction price allocated to the remaining performance obligations

In the fiscal year ended March 31, 2024, the transaction price allocated to the
remaining performance obligations is ¥ 32,743 million (US$ 216,257 thousand). If
contractual assumptions are met, this amount is expected to be recognized as
revenue within approximately 4 years from the end of the fiscal year ended March
31, 2024.

The Group has applied the practical expedient to the notes on transaction prices
allocated to the remaining performance obligations. Contracts with an original
expected duration of one year or less, and sales-based or usage-based royalties
promised in exchange for a license of intellectual property, are not included in the
amount above.

The total transaction price allocated to the remaining performance obligations and
the time frame in which the Group expects to recognize revenue are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Within 0ne Year..........ccovveveeieeie i ¥ 14035 ¥ 7510 $ 92,695
ATLEr ONE YA ...eeiieiii e 18,708 17,965 123,561

............................................................... ¥ 32,743 ¥ 25,476 $ 216,257

Segment information

(1) The Company’s reportable segments are the business units for which the Company is
able to obtain respective financial information separately in order for the highest
decision-making body to conduct periodic investigations to determine the distribution
of management resources and evaluate their business results. The Company
formulates comprehensive domestic and overseas strategies for the products it

handles and engages in business activities.

The Company’s reportable segments are as follows:

1. Functional Chemicals --- fatty acids, fatty acid derivatives, surfactants, ethylene

oxide/propylene oxide derivatives, organic peroxides,
petrochemicals, functional polymers, electronic
materials, and special anti-corrosion agents.

2. Pharmaceuticals, Medicals and Health

--- processed edible oils, functional food materials,
healthcare foods products, biocompatible materials,
and raw materials for DDS (drug delivery system)
drug formulations.
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3. Explosives & Propulsion --- industrial explosives, space-related products,
defense-related products, and functional products.

The accounting policies of the reportable segments are mostly the same as those in
Note 2 “Summary of significant accounting policies”

Profit by reportable segment is the figure for operating profit.

Inter-segment transaction prices and transfer prices are based primarily on market
prices and manufacturing costs.

Millions of yen

2024
Reportable segments
Pharmaceuti
cals, Explosives
Functional Medicals &
Chemicals  and Health  Propulsion Subtotal Others Total Adjustments Consolidated
Net sales
Sales to external
customers........... ¥ 133,556 ¥ 53,998 ¥ 34,138  ¥221,693 ¥ 559 ¥ 222,252 ¥ - ¥222252
Intersegment sales
or transfers ......... 3,813 996 13 4,823 8,124 12,947 (12,947) -
Total ... 137,370 54,994 34,152 226,517 8,683 235,200 (12,947) 222,252
Segment profit ........ ¥ 21,972  ¥20558 ¥ 2,628 ¥ 45160 ¥ 196 ¥ 45356 ¥ (3213) ¥ 42,142
Segment assets........ ¥ 127,759 ¥ 47,125 ¥ 67,656 ¥ 242541 ¥ 4,245 ¥ 246,786 ¥ 94,662 ¥ 341,449
Other items
Depreciation ........... 3,567 1,257 1,614 6,439 106 6,546 393 6,939
Increase in property,
plant and
equipment and
intangible assets .... 5,790 9,118 2,086 16,994 61 17,056 1,639 18,695
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Thousands of U.S. dollars (Note 6)

2024
Reportable segments
Pharmaceuti
cals, Explosives
Functional Medicals &
Chemicals and Health  Propulsion Subtotal Others Total Adjustments Consolidated
Net sales
Sales to external
customers........... $882,086 $356,637 $225469 $1,464,194 $ 3,694  $1,467,888 3 - $1,467,888
Intersegment sales
or transfers ... 25,188 6,578 90 31,857 53,656 85,513 (85,513) 0
Total ... 907,274 363,216 225,559 1,496,051 57,350 1,553,402 (85,513) 1,467,888
Segment profit ........ $145119 $135783 $ 17,360 $ 298263 $ 1294 $ 299558 $(21,225) $ 278,332
Segment assets........ $843,799  $311,242  $446842 $1,601,884 $28,039 $1,629,923 $625205  $2,255,129
Other items
Depreciation ........... 23,563 8,305 10,663 42,533 701 43,234 2,600 45,835
Increase in property,
plant and
equipment and
intangible assets .... 38,241 60,221 13,778 112,241 406 112,648 10,825 123,473
Notes:

1. The “Others” category consists of business that is not included in reportable segments. It
includes transportation, real estate sales, and management services, etc.

2. An adjustment is as follows
1) An adjustment of ¥ (3,213) million ($ (21,225) thousand) in segment profit includes ¥ 73
million ($ 488 thousand) eliminated for intersegment transactions, and ¥ (3,287) million
(% (21,714) thousand) for company-wide expenses that is not allocated for each reportable
segment. Company-wide expenses mainly include general and administrative expenses that
are not attributable to reportable segments.

2) The adjustment of ¥ 94,662 million ($ 625,205 thousand) for segment assets includes
intersegment elimination of ¥ (37,091) million ($ (244,976) thousand) and ¥ 131,754
million ($ 870,182 thousand) for company-wide assets that are not allocated for each
reportable segment. Company-wide assets mainly include assets related to administrative
divisions that are not attributable to reportable segments.

3) The adjustment of ¥ 393 million ($ 2,600 thousand) for depreciation represents depreciation
related to company-wide assets.

4) The adjustment of ¥ 1,639 million ($ 10,825 thousand) for increase in property, plant and
equipment and intangible assets represents an increase in company-wide assets.

3. Segment profit is adjusted with operating income in the quarterly consolidated statements of
income.
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4. Matters related to changes to reportable segments, etc.

From the current fiscal year, the name of the reportable segment that was previously shown
as “Life Science” was changed to “Pharmaceuticals, Medicals and Health.” Also, the
consolidated subsidiary NOF EUROPE GmbH was previously included in the Functional
Chemicals segment, but as a result of reviewing the business management category for this
subsidiary, it is included in the Pharmaceuticals, Medicals and Health segment. Segment
information presented for the previous fiscal year has been prepared using the names and
classification method after the changes.

Millions of yen

2023
Reportable segments
Pharmaceuti
cals, Explosives
Functional Medicals &
Chemicals and Health  Propulsion Subtotal Others Total Adjustments Consolidated
Net sales
Sales to external
customers........... ¥ 135,965 ¥ 51,363 ¥ 29,871 ¥ 217,200 ¥ 509 ¥ 217,709 ¥ - ¥ 217,709
Intersegment sales
or transfers ......... 4,441 1,066 16 5,525 8,139 13,664 (13,664) -
Total ............... 140,407 52,430 29,888 222,725 8,648 231,374 (13,664) 217,709
Segment profit ........ ¥ 22,689 ¥ 18,215 ¥ 1,751 ¥ 42,657 ¥ 209 ¥ 42866 ¥ (2,242) ¥ 40,624
Segment assets........ ¥ 118,831 ¥ 37,747 ¥ 58,582 ¥ 215,161 ¥ 4,083 ¥ 219,244 ¥ 90,194 ¥ 309,438
Other items
Depreciation ........... 3,356 1,002 1,630 5,989 102 6,092 266 6,359
Increase in property,
plant and
equipment and
intangible assets .... 3,354 2,900 1,088 7,344 77 7,421 422 7,844
Notes:

1. The “Others” category consists of business that is not included in reportable segments. It
includes transportation, real estate sales, and management services, etc.

2. An adjustment is as follows
1) An adjustment of ¥ (2,242) million ($ (16,790) thousand) in segment profit includes ¥ 84
million ($ 631 thousand) eliminated for intersegment transactions, and ¥ (2,326) million
(% (17,422) thousand) for company-wide expenses that is not allocated for each reportable
segment. Company-wide expenses mainly include general and administrative expenses that
are not attributable to reportable segments.

2) The adjustment of ¥ 90,194 million ($ 675,459 thousand) for segment assets includes
intersegment elimination of ¥ (31,243) million ($ (233,981) thousand) and ¥ 121,437
million ($ 909,441 thousand) for company-wide assets that are not allocated for each
reportable segment. Company-wide assets mainly include assets related to administrative
divisions that are not attributable to reportable segments.
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3) The adjustment of ¥ 266 million ($ 1,998 thousand) for depreciation represents depreciation
related to company-wide assets.

4) The adjustment of ¥ 422 million ($ 3,165 thousand) for increase in property, plant and
equipment and intangible assets represents an increase in company-wide assets.

3. Segment profit is adjusted with operating income in the quarterly consolidated statements of
income.

(2) Information related to reportable segments

1) The Group’s sales by geographical area for the years ended March 31, 2024 and
2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024

Japan ... ¥ 147,847 ¥ 144,380 $ 976,472
ASIA.iiiiiii e 35,828 38,130 236,630
EUIOPE...veiiecieeec e, 22,203 20,798 146,646
Others......ccovvveeiie e 16,373 14,401 108,137
Total oo ¥ 222,252  ¥217,709  $1,467,888

Note: Sales to Asia for the years ended March 31, 2023 include more than 10% of
consolidated net sales to China, which is ¥ 22,729 million ($ 150,116 thousand).

(Changes in Presentation)

Since the net sales to Europe has increased and are material, “Others” have
been reclassified into “Europe” and “Others.” In accordance with the
aforementioned change, the information for the previous fiscal year has been
restated to conform to the new classification.

2) The Group’s property, plant and equipment by geographical area as of March 31,
2024 and 2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024
Japan ... ¥ 67,969 ¥ 57,325 $ 448,910
Others.....ccooveiiiiie e, 6,725 6,538 44,421
Total ..o, ¥ 74,695 ¥ 63,863 $ 493,332
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(3) Impairment losses by reportable segments for the years ended March 31, 2024 and
2023 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 6)

2024 2023 2024

Functional Chemicals...................... ¥ 55 ¥ - $ 368
Pharmaceuticals,Medicals and - - -

Health ..........cooo

Explosives & Propulsion.................. - 1 -
Others ... - - -
Total.eeeiceeeceee e, ¥ 55 ¥ 1 $ 368

Related party transactions

The information for the fiscal years ended March 31, 2024 and 2023 was not disclosed
because there were no significant transactions with related parties.

Per share information

Profit attributable to owners of parent per share of common stock is based upon the
weighted average number of shares outstanding during each fiscal year.

U.S. dollars
Yen (Note 6)
2024 2023 2024
Profit attributable to owners of parent:
Basic earnings per share...........c.cc.c....... ¥ 141.17 ¥ 139.01 $0.93
Diluted earnings per share....................... - - -
Cash dividends applicable to the year..... 114.00 108.00 0.75
Net assets per share ........ccccceevvveeiiinenne 1,109.01 986.85 7.32

Profit attributable to owners of parent — diluted for the years ended March 31, 2024 and
2023 is not disclosed because there are no diluted shares.

Cash dividends per share applicable to the period for the fiscal year ended March 31, 2024,
comprise interim dividends of ¥ 56.00 and year-end dividends of ¥ 58.00.

The Company’s shares held by the Board Benefit Trust (BBT) are included in treasury
share subject to exclusion.

Number of shares issued that were excluded for the purpose of calculating per share
information 116,100 at March 31, 2024, and 144,600 at March 31, 2023.

Average number of shares that were excluded for the purpose of calculating per share
information 124,869 during the year ended March 31, 2024 and 144,600 during the year

-57-



NOF CORPORATION and Subsidiaries

Notes to Consolidated Financial Statements
For the years ended March 31, 2024 and 2023

ended March 31, 2023.

The Company conducted a 3-for-1 common share split on April 1, 2024. “Basic earnings
per share” and “Net assets per share” have been calculated on the assumption that this
share split had taken place at the beginning of the previous fiscal year.

Basis for calculating profit attributable to owners of parent:
Thousands of

U.S. dollars
Millions of yen (Note 6)
2024 2023 2024

Profit attributable to owners of parent........ ¥ 33,990 ¥ 33,973 $ 224,494
Amount not available to common

shareholders ........ccccccoviee i, - - -
Profit attributable to owners of parent

related to common shares .............ccceenee. ¥ 33,990 ¥ 33,973 $ 224,494
Average number of shares outstanding

(1,000 Shares) .......ccceevveeeiiieeiiieeiieee e 240,771 240,401

39. Subsequent events

(Share split and partial amendment to the Articles of Incorporation)

The Company resolved to conduct a share split and partially amend the Articles of
Incorporation in relation with the share split at its meeting of the Board of Directors held
on February 7, 2024. The share split was conducted as follows.

1. Purpose of share split

Conducting a share split is to lower the investment unit price of the Company’s shares,
thereby providing a more accessible investment environment to investors. It also intends
to expand the Company’s investor base and enhance the liquidity of the Company’s
shares.
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2. Overview of share split

(1) Method

A 3-for-1 share split of common shares held by the shareholders recorded on the final
list of shareholders as of the record date of Sunday, March 31, 2024 (effectively Friday,
March 29, 2024 because the record date was a non-business day for the shareholder
list manager).

(2) Increase in number of shares

SI\[I)T;I]ber of outstanding shares before the share 80,841,376
Increase in number of shares from this share split 161,682,752
Total nu_mber of outstanding shares after the 242.524.128
share split
Tot_al number of authorized shares after the share 970,000,000
split

(3) Schedule
Date of public notice on record date Friday, March 15, 2024
Record date Sunday, March 31, 2024
Effective date Monday, April 1, 2024

(4) Impact on per share information

The effect of the share split is stated in “(5) Notes regarding consolidated financial
statements (Per share information).”

3. Partial amendment to the articles of incorporation

(1) Reasons for the amendment

As a result of the share split, the total number of authorized shares stipulated in Article
5 of the Company’s Articles of Incorporation was amended, effective April 1, 2024,
pursuant to the provisions of Article 184, paragraph (2) of the Companies Act.

(2) Details of the amendment
The details of the amendment are as follows.
(Amendments are underlined.)

Before the amendment After the amendment
(Total number of authorized shares) (Total number of authorized shares)

Article 5. The total number of authorized|Article 5. The total number of authorized
shares of the Company is 347,000,000. shares of the Company is_970,000,000.

(3) Date of the change
Effective date: Monday, April 1, 2024

4. Other

There is no change to the amount of the Company’s share capital as a result of the share
split.
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(Purchase of treasury shares)

The Company hereby announces that it has resolved the following matters pertaining to
purchase of its treasury shares at its meeting of the Board of Directors held on May 9,
2024, pursuant to provisions of Article 156 of the Companies Act, applied by replacing
terms pursuant to provisions of Article 165, paragraph (3) of said Act.

1. Reasons for purchase of treasury shares

The Company recognizes the stable return of profits to its shareholders as an important
managerial issue.

For the dividend policy set forth in the Mid-Term Management Plan “NOF VISION
2030 Stage 117 (fiscal year 2023 to fiscal year 2025) that was announced in May 2023,
the Company has established a basic policy of maintaining a stable return of profits and
set a target level for the total payout ratio of around 50% for the final fiscal year of the
current Mid-Term Management Plan (fiscal year 2025). Based on this basic policy, the
Company has decided to purchase treasury shares.

2. Details of the Board of Directors resolution regarding the purchase

(1) Class of shares to be purchased: Common shares of the Company

(2) Total number of shares to be purchased: 1,500,000 shares (maximum)

(3) Total purchase price of shares: 2,000,000,000 yen (maximum)

(4) Period of purchase: From May 10, 2024 through June 28, 2024
(5) Method of purchase: Open-market purchase

on the Tokyo Stock Exchange
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