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Trends of Key Data and Analysis

10-Year Financial Highlights

Net sales/Overseas sales ratio* Operating income*/Operating margin
¥105,277 mition 76.5% ¥10,505 mitlion 10.0%
M Net sales (Millions of yen) === Overseas sales ratio (%) MW Operating income (Millions of yen) === Operating margin (%)
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As a result of sales growth in core products for overseas customers in the U.S., South Korea, and Taiwan, the overseas sales ratio held
steady at around 75%. Although TOK recorded its first operating loss since going public in the fiscal year ended March 31, 2009, soon
after the collapse of Lehman Brothers, the Company has maintained a certain level of profits since the fiscal year ended March 31,
2011. In the fiscal year ended March 31, 2015, TOK achieved record-high operating income as a result of making large-scale strategic
investments, concentrating on growth in cutting-edge materials for semiconductors, strengthening its strategy of building close rela-
tionships with customers overseas, and reshaping its business portfolio under the “TOK Medium-Term Plan 2015" that started in the
fiscal year ended March 31, 2013. Under the “TOK Medium-Term Plan 2018" that started in the fiscal year ended March 31, 2017, net
sales expanded in tandem with growth in the semiconductor market, but profit growth stalled due in part to an increase in depreciation
and amortization that reflected heavy investments. Under the “TOK Medium-Term Plan 2021" that started in the fiscal year ending
December 31, 2019, TOK is keen to record a new record high in profits by concentrating on strengthening business portfolio reforms
and returning to a growth trajectory.

* Due to a change in fiscal yearend, the fiscal year ended December 31, 2017 was an irregular nine-month period in Japan, and 12 months overseas.

Profit attributable to owners of the parent*/ROE Total assets/Equity ratio/Debt-to-equity
¥6,875 million 4.7% ¥184,683 miion 78.0%  0.07 times
W Profit attributable to owners of the parent (Millions of yen) = ROE (%) M Total assets (Millions of yen) = Equity ratio (%) Debt-to-equity (Times)
184,683
178,681 9%
8,818 s i 174863 167 399 174492 118/
7,549 . \
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Under the "TOK Medium-Term Plan 2018, we have set a As a long-run R&D-driven company that continues to target
numerical target for ROE and are working to increase it by cap- niche top markets, TOK's basic policy is to maintain sufficient
turing high-quality profits through business portfolio reforms, cash reserves to compete in development with larger rivals
attaining top-line expansion and a higher total asset turnover and facilitate agile investments. The equity ratio has stayed
ratio, as well as considering review of the D/E ratio. As a result, at around 85%, but should gradually start to decline as a
ROE has stayed on an uptrend. Under the “TOK Medium-Term consequence of long-term debt financing, better shareholder
Plan 2021," the Company targets ROE of 8% or higher with returns, and one of the largest share buybacks the Company
profit growth continuing to be a driver, while enhancing its has undertaken, under balance sheet management that began
responsiveness to changes in the increasingly challenging during the “TOK Medium-Term Plan 2018."

business, investment, and financial environments.

* Due to a change in fiscal yearend, the fiscal year ended December 31, 2017 was
an irregular nine-month period in Japan, and 12 months overseas.
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Dividends applicable to the year per share/Payout ratio/DOE

¥96.00 58.2%

M Dividends applicable to the year per share (Yen) == Payout ratio (%) == DOE (%)

5300 96.00

60.00 64.00 64.00 64.00

40.7
2010 2011

2012 2013 2014 2015 2016 2017/3 2017 2018/12

Until the fiscal year ended March 31, 2016, our basic policy
targeted a consolidated dividend payout ratio of at least 30%.
In the fiscal year ended March 31, 2017, we changed to a policy
that targets a sustained dividend at a consolidated payout

ratio of at least 40% while taking current levels into account.
TOK has introduced a new dividend policy that targets DOE

of 3.5%, beginning with yearend dividends in the fiscal year
ended December 31, 2018 (see pages 52-55 “Message from
the CFO").

Investment in plant and equipment/Depreciation and amortization

¥H,636 miliion ¥7,063 million

M Investment in plant and equipment WM Depreciation and amortization
(Millions of yen) (Millions of yen)
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(Adjusted)

Depreciation and amortization increased as a result of
large-scale investments during the “TOK Medium-Term Plan
2015" and the “TOK Medium-Term Plan 2018,” but under the
“TOK Medium-Term Plan 2021," the Company plans to invest
in production equipment with long depreciation periods,

so depreciation and amortization should increase at a more
moderate pace.

* Due to a change in fiscal yearend, the fiscal year ended December 31, 2017 was
an irregular nine-month period in Japan, and 12 months overseas.

R&D costs*'/Ratio of R&D costs to net sales

¥8,526 milion 8.1%

M R&D costs (Millions of yen) == Ratio of R&D costs to net sales (%)
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(Adjusted)

TOK's spending on R&D is equivalent to roughly 8% of net sales,
much higher than the averages of 2.7% *? for the chemical and
petroleum industry and 4.0% *? for the electrical equipment and
precision machinery industry. The Company intends to increase
development efficiency, even while R&D costs are on the rise for
the development of high value-added materials and production
technologies, and increase in the supply of samples for
cutting-edge semiconductor fields (see pages 42-43 “Message
from the Director in Charge of Research and Development”).

*1 Due to a change in fiscal yearend, the fiscal year ended December 31, 2017 was
an irregular nine-month period in Japan, and 12 months overseas.

*2 Average of totals for FY2014/3 through FY2016/3. Source: Nikkei Smart Work
Survey on April 20, 2018

Exchange rate

¥111

(Yen/U.S. dollars, As of March 31)

120
13
103 112 112 1M

2010 2011 2012 2013 2014 2015 2016 2017/3 2017 2018/12

As the global economy enters a major turning point, the
Company intends to advance global cash management, includ-
ing adjusting the balance of cash positions among overseas
sites, as a part of balance sheet management. We are thus
enhancing financial risk controls for fluctuations in exchange
rates and market liquidity.
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Trends of Key Data and Analysis

10-Year Non-Financial Highlights

Domestic energy consumption*

14,527kL crude oil equivalent 85 Base unit index

M Domestic energy consumption
(kL crude oil equivalent)

100
°

== Base unit index
(Comparison with 2009)

)
~8__ w8 8

16216 15315 15,139 14094 15205 14,93 1017 14380 14838 14527
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By 2019, TOK targets a reduction of 10 points in energy con-
sumption compared with the base unit indexed to 2009. Thanks
to smooth progress on various fronts, the Company achieved

a reduction of 15 points in 2018, compared with the base

unit indexed to 2009. The Company will carry on with efforts

to reduce its environmental impact by improving production
processes, increasing work efficiency, and reviewing equipment
and their operational methods.

* Due to a change in fiscal year-end, totals for 2009, the reference year for medium-
term targets, and 2013 onward are from January to December. Totals for 2010 to
2012 are from April to March.

Number of patents

290

378 %0
332
285 71 2% 288 290

u7 283

2010 2011 2012 2013 2014 2015 2016 20173 2017 2018/12

Our number of patent registrations in the cutting-edge semi-
conductor fields has been increasing at a slower rate alongside
greater complexity in development, but patent registrations
have been rising steadily for new businesses and new materi-
als. Going forward, we will design our strategic patent portfolio
for new and promising technologies to enable the stable pursuit
of business development as well as to build barriers to entry.

* Due to a change in fiscal yearend, results for the fiscal year ended December 31,
2017 are for nine months only.
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Volume of industrial waste*’

3,980

M Volume of industrial waste (t)

83 Base unit index

== Base unit index

7220 7,207 10 10

6,664
6,197

5200 5,560
479 220 5010 5,020
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TOK has achieved zero emissions*? for five consecutive years,
as the volume of its industrial waste headed to landfill disposal
via intermediate treatment has remained below 1% of the
total. TOK targets a reduction of 5 points in total industrial
waste by 2020 compared with the base unit indexed to 2015.
The Company continues various activities to refine and reuse
process effluents, as well as internally process and recover
effluents while turning them into items of value.

*1 Total sum of general industrial waste and specially controlled industrial waste.
Due to a change in fiscal yearend, totals for 2013 onward are from January
through December.

*2 Definition of zero emissions: Landfill disposal volume (direct or after intermediate
treatment) of less than 1% of industrial waste discharged by business activities.

Number of employees/Number of foreign employees/
Graduate turnover within 3 years of joining the Company

1,673 378 12.5%

M Number of employees M Number of foreign employees = Graduate turnover within 3 years
(consolidated) (consolidated) of joining the Company (%)

1611 1,673

1,579 1,596

143 1ag 1487 1505 1540 1564

312 323 38

2010 2011 2012 2013 2014 2015 2016 2017/3 2017 2018/12

At TOK, the number of foreign employees has been increasing
as a result of an increase in the number of overseas devel-
opment/production sites and emphasis on merit-based hiring
of new graduates regardless of their nationality. Based on

the spirit of a frank and open-minded business culture, one

of our management principles, and the basic philosophy that
human resources are a company asset, we have expanded
our personnel systems and training programs. As a result,

the ratio of new graduate hires who quit within three years of
joining the Company has stayed at zero percent for a majority
of years. In February 2019, TOK was recognized in the Certified
Health & Productivity Management Outstanding Organizations
Recognition Program (White 500) for a second consecutive year.



Number of female employees*

148

59 8
132121 15 g3 1w 12 1% 135

2010 2011 2012 2013 2014 2015 2016 20173 2017 2018/12

The ratio of female new graduate hires has held steady at
about 40%, and the number of female employees has been
increasing as a result of better supportive measures to retain
and promote women. In recognition of our initiatives, such as
offering flexible work styles and support with career formation
plans, TOK was again selected as a constituent stock in 2019
for the MSCI Japan Empowering WWomen Index. Going forward,
TOK will concentrate on initiatives to increase the ratio of
women in management positions.

* Non-consolidated basis (employees exclude those seconded from TOK to other

companies and contract workers, and include people seconded from other
companies to TOK)

Ratio of outside officers in the Board of Directors

41.7%

(%)

L Y Y A Y

364 364
300 300 300

Severity rate of workplace accidents

0.01

0.0100

0.0004

0.0000 0.0000 0.0000 0.0000 0.0000

2010 2011 2012 2013 2014 2015 2016 20173 2017 2018/12

In the fiscal year ended December 31, 2018, the severity rate of

workplace accidents increased due to two injuries resulting in
lost workdays. We will continue to make concerted, company-
wide efforts to prevent workplace accidents and achieve our
goals of “zero accidents” as well as “zero accident risks,”
through ongoing training and drills for our employees via the
Safety and Health Committee, the establishment of Safety and

Health Liaison Unit, and updates to manuals for how to respond

during emergencies.

Ratio of outside auditors among corporate auditors

75.0%

(%)

750 750 750 750 750 750 750

66.7 667 66.7 o~

2010 2011 2012 2013 2014 2015 2016 2017/3 2017 2018/12

TOK increased the number of outside auditors by one to three
in 2013, and increased the number of outside directors by one
to two in 2015. The ratio of outside officers on the Board of
Directors is now 41.7%.

2010 2011 2012 2013 2014 2015 2016 2017/3 2017 2018/12

The ratio of outside auditors on the Board of Auditors has
been 75.0% ever since the number of outside auditors was
increased by one to three in 2013.
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Trends of Key Data and Analysis

Changes in Medium-term Plans and 10-Year Key Data

Measures to cope
with new business
environment:

M Cost reduction

M Establishment of
low-cost structure

Direction:

B Enhance marketing capabilities on a global basis
M Further speed up technology development

M Launch new business promptly

M Accelerate global strategy and
expand worldwide market share

Fiscal years ended March 31 and fiscal years ended December 31 2010/3 2011/3 2012/3 2013/3
Results of operation:

NET SAIES ....ii i 70,645 80,016 80,037 72,919
Material BUSINESS .....ooiiiiiiiii e 65,091 71,482 66,645 67,697
Equipment BUSINESS .......coiviiiiiiiiiic 5,632 8,622 13,500 5,302

OPEIAtING INCOME <..vvovoeee e 364 6,123 6,102 | 7872

Income before INCoOMe taxes..........coovvveviiieeeiiieceieeee 114 6,427 6,577 8,031

Profit attributable to owners of the parent ................ccceen. 254 3,649 3,818 5,443

Free Cash flOW ... e 6,504 12,435 (6,641) 12,363

Investment in plant and equipment.............cccoeeviiiiiieeee, 1,320 1,699 3,162 5,332

Depreciation and amortization ............ccocovvveeieeieiiiiiieeeeees 5,418 4,393 4,038 3,758

R&D COSES...viiiiiiiiiiie e 6,949 6,360 6,157 6,211

Per share data (Yen/U.S. dollars):

Basic profit......cccccevveiviiiiiiiic 5.66 81.08 84.86 121.69

Cash dividends applicable to the year 30.00 33.00 38.00 44.00

NET @SSETS...uiiiiiiiiii e 2,678.30 2,597.72 2,641.28 2,796.37

At the year-end:

TOtal @SSEIS. .ot 138,122 147,085 138,767 145,664

Total long-term liabilities ........cc.ooveiiiiiiie 2,350 2,105 2,613 2,811

Interest-bearing debt .........ccocooiiiiiiiie 57 0 610 488

Net assets 117,658 118,567 119,590 127,838

Key performance indicators (%):

OpPerating Margin . ..c...cooiiii i 0.5 7.7 7.6 10.8

ROE e 0.2 3.1 3.3 4.5

Ratio of R&D costs to net sales.........ccooovvvvviiiiiiiiiiiiee 9.8 7.9 7.7 8.5

EQUItY Tatio....eeeeeiic i 84.0 79.5 85.1 85.9

Debt-to-equity (TIMES) ....viiiiiiiiiiii e 0.00 0.00 0.01 0.00

Payout ratio... 530.0 40.7 44.8 36.2

DOE ..o 1.2 1.3 1.5 1.6

Industry trend
Worldwide semiconductor market
(Millions of U.S. dollars)*", (Year)..........cccccocevevvereeeeeenn. 298,315 299,521 291,562 305,584
Worldwide photoresists sales
(Thousands of U.S. dollars)*?............cccoveeveoiiieeceeeen 1,129,893 1,220,078 1,279,706 1,152,306
Exchange rate (%/8)* ... e 93 83 82 94

*1 Source: World Semiconductor Trade Statistics  *2 Source: SEMI (Total sales of ArF and KrF excimer laser and g- and i-Line photoresists)

*3 Forecast-based amount for 2019 *4 As of the end of each fiscal year
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TOK Medium-Term Plan 2015

Objectives:
W Surpass record-high earnings

M Enhance business foundations
that support sustainable growth

TOK Medium-Term Plan 2018

Long-term management vision for fiscal 2020:

Aim to be a globally trusted corporate group by inspiring customers
with high value-added products

Strategies:
Strategies: M Reform business portfolios
M Build close relationships with regional users M Evolve strategy of building close relationships with customers

M Reform business portfolios
M Develop global personnel

M Develop global personnel
W Strengthen management foundation

Shifted our focus to new business growth Material Business:
— Achieved record-high operating income Segment net sales achieved
in the fiscal year ended March 31, 2015 arecord high
Thousands of
Millions of yen U.S. dollars
2014/3 2015/3 2016/3 2017/3 2017/12 2018/12 2018/12
75,269 88,086 89,969 88,764 92,411 105,277 948,443
72,866 84,611 87,280 86,558 90,5632 102,626 924,566
2,484 3,681 2,748 2,252 1,921 2,697 24,298
10,025 13,253 | 12,438 9,954 9,194 10,505 94,645
11,666 14,301 11,777 9,220 9,492 9,814 88,414
7,549 8,818 7,716 6,343 6,007 6,875 61,945
(2,610) 3,380 7,517 (926) 4,169 6,298 56,739
14,577 7,276 5,919 9,378 6,731 5,636 50,775
2,672 4,276 5,631 6,118 6,035 7,063 63,638
6,389 6,903 7,015 8,207 6,921 8,526 76,814
168.54 196.61 177.30 146.18 138.31 164.92 1.48
52.00 60.00 64.00 64.00 64.00 96.00 0.86
3,044.24 3,285.81 3,298.00 3,384.14 3,490.97 3,459.37 31.17
155,859 174,863 167,300 174,492 178,681 184,683 1,663,812
1,518 3,569 2,899 2,024 3,421 12,250 110,366
366 814 534 135 — 10,000 90,090
139,962 151,999 147,270 152,931 163,617 150,857 1,359,078
13.3 15.0 13.8 11.2 9.9 10.0 1 Equity ratio:
58 6.2 53 4.4 4.1 4.7 The equity ratio has stayed at
around 85% for a long time, but
8.5 7.8 7.8 9.2 75 8.1 the Company is continuing to
87.5 84.3 85.1 84.6 82.2 78.0 | pursue the optimal balance,
0.00 0.00 0.00 0.00 0.00 0.07 which may be decreasing as a
: ’ : ! ) ) result of stronger balance sheet
30.9 30.5 36.1 43.8 46.3 58.2 management. (See pages 52-55
1.8 1.9 1.9 1.9 1.9 2.8 “Message from the CFO.")
335,843 335,168 338,931 412,221 468,778 412,086*°
1,288,713 1,230,022 1,358,009 1,504,224 1,631,851
103 120 112 112 113 111
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Trends of Key Data and Analysis

FY2018/12 Market Trends, Results of Operations,
Financial Position, and FY2019/12 Performance Outlook

Change in Fiscal Year-End

TOK changed its fiscal year-end from March 31 to December
31. The fiscal yearend was also changed to December for

its subsidiaries with a fiscal yearend in March. To facilitate
yearon-year comparisons, the results of the previous fiscal
year have been adjusted to align with the current fiscal year.

Business Environment

In the fiscal year ended December 31, 2018, the global economy
continued to improve, but the outlook has grown increasingly
uncertain due to the rise of protectionist economic policies
accompanied by trade friction. The Japanese economy main-
tained a moderate recovery trend overall, with a turnaround in
consumer spending amid ongoing improvement in employment
and income conditions backed by strong corporate earnings.

On foreign exchange markets, the yen continued to
appreciate from January through March, owing in part to
rougher trade friction between the U.S. and China, but then the
yen depreciated from April as the dollar strengthened on hikes
in the U.S. policy interest rate. On average for the year, the yen
was about ¥2 stronger compared with the same period in the
previous year.

Net Sales and Operating Income
In the fiscal year ended December 31, 2018, consolidated net
sales increased ¥4,854 million, or 4.8%, from the same period
in the previous year to ¥105,277 million. Net sales in the first
half increased ¥2,684 million, or 5.6%, to ¥50,748 million. Net
sales in the second half increased ¥2,170 million, or 4.1%, to
¥54,529 million.

In the electronics industry, the main source of demand for
the Company’s products, demand decreased for PCs and tablet
devices, but sales of smartphones remained at a high level,

M Exchange Rate in 2018 (Yen/U.S. dollars, Monthly average)

181 2 3 4 5 6 7 8 9 0 n 12

Source: Mitsubishi URJ Research and Consulting Co., Ltd.
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and growth of the data server market drove expansion in the
semiconductor market for favorable conditions overall.

Cost of sales increased ¥5,217 million, or 7.8%, from the
same period in the previous year to ¥71,896 million, reflecting
increases in depreciation and amortization and costs for con-
sumables. The cost of sales ratio climbed 1.9 percentage points
t0 68.3%. As a result, gross profit decreased ¥362 million, or
1.1%, to ¥33,380 million.

Selling, general and administrative (SG&A) expenses
decreased ¥989 million, or 4.1%, from the same period in the
previous year to ¥22,875 million, mainly due to decreases in
provision of allowance for doubtful accounts, depreciation and
amortization and patent royalties.

Operating income increased by ¥627 million, or 6.4%, from
the same period in the previous year to ¥10,505 million, mainly
due to a decrease in SG&A expenses.

Performance by Segment*

Material Business Segment

Sales in the Material Business increased by ¥4,376 million, or
4.5%, from the same period in the previous year to ¥102,626
million. Operating income increased ¥207 million, or 1.4%, to
¥15,075 million, reflecting growth in sales of high value-added
products, despite rising raw material prices including higher
crude oil prices.

M Electronic Functional Materials Division

In the electronic functional materials division, sales increased
¥1,845 million, or 3.2%, from the same period in the previous
year to ¥58,793 million.

Sales of semiconductor photoresists expanded with brisk
sales of excimer laser photoresists as major customers ramped
up mass production of cutting-edge memory, in addition to
sustained growth in the 3D memory market. Furthermore,
in high-density integration materials, sales of photoresists

* Intersegment sales or transfers have not been eliminated.

M Net Sales by Segment Year-on-Year Comparison (Millions of yen)

[Equipment Business] +¥400 million
Customers expanded facilities

[Material Business] +¥4,300 million
Full-scale mass production of 102,626
cutting-edge memory ramped up
atmajor customers

98,250

201712 2018/12
(Adjusted)

Material Business M Equipment Business



for semiconductor packaging grew on the back of higher
production volumes at major customers thanks to the robust
semiconductor market. Photoresists for displays, however, saw
sales decline as domestic demand shrank on deterioration in
conditions in the small- and medium-sized display market.

W High-Purity Chemicals Division
Sales in the high-purity chemicals division increased ¥2,567
million, or 6.2%, to ¥43,733 million.

Sales increased for photoresists-related chemicals used
to manufacture semiconductors, with new products being
adopted for next-generation semiconductor manufacturing pro-
cesses in North America, in addition to robust sales of products
used in cutting-edge semiconductor manufacturing processes
in Asia. However, sales of photoresists-related chemicals
used to manufacture displays decreased as sales weakened
in contracting markets for small- and medium-sized displays in
Japan and Asia.

Equipment Business Segment

W Process Equipment Division

Zero Newton is our wafer handling system used in the
through-silicon-via process, which is vital for creating high-
functional, high-performance semiconductors. Zero Newton
struggled to grow because customers continued to refrain
from increasing investments in production capacity amid weak
growth momentum in the 3D packaging market, even though
the system has steadily built up a track record in the market.
Meanwhile, sales and orders both increased for semiconductor
manufacturing equipment, benefitting from expansion of
facilities at customers.

As a result, sales in the Equipment Business increased ¥459
million, or 20.5%, from the same period in the previous year to
¥2,697 million. Operating loss decreased by ¥189 million from
the same period in the previous year to a loss of ¥883 million.

M Breakdown of Change in Material Business Segment
Operating Income

Impact of exchange rate
changes and discounted
selling prices

_¥1-700 million Expenses increase
WP -¥1,900 million

pact of sales increase

¥3,800 million

201712
(Adjusted)

2018/12

 ree— 01/t
+¥200 wirtion e

Orders in the period under review reached ¥3,507 million.
Of this, orders in the first half totaled ¥1,976 million and in the
second half ¥1,530 million. The yearend order backlog was
¥2,472 million.

Financial Condition
Total assets as of December 31, 2018 increased by ¥6,001
million from the previous fiscal year-end to ¥184,683 million.

Total current assets increased ¥13,870 million from the
previous fiscal yearend to ¥101,589 million. This mainly reflects
increases of ¥1,351 million in inventories and ¥11,911 million in
cash and deposits partly offset by a decrease of ¥15 million in
trade notes and accounts.

Non-current assets decreased ¥7,868 million from the
previous fiscal yearend to ¥83,093 million. This mainly reflects
a decrease of ¥3,345 million in property, plant and equipment
as a result of depreciation, and decreases of ¥4,733 million in
investment securities and ¥286 million in net defined benefit
asset under investments and other assets.

Total liabilities as of December 31, 2018 increased ¥8,661
million from the previous fiscal year-end to ¥33,825 million. This
primarily reflects an increase of ¥10,000 million in long-term
loans payable, despite decreases of ¥1,037 million in deferred
tax liabilities and ¥1,187 million in other payable.

Total equity as of December 31, 2018 decreased ¥2,659 mil-
lion from the previous fiscal yearend to ¥150,857 million. The
decrease mainly reflects cash dividends paid of ¥2,846 million,
purchase of treasury stock of ¥2,194 million and a decrease in
accumulated other comprehensive income of ¥4,662 million,
despite recording profit attributable to owners of the parent of
¥6,875 million.

As a result, the equity ratio stood at 78.0% at the end of the
fiscal year.

M Total Assets Year-on-Year Comparison (Millions of yen)

[Non-Current Assets]
—¥7,800 million
Decreases in investment securities
and depreciation and amortization

[Current Assets]
+¥13,800 million
Increases in inventories 101,589
87,719 and cash and deposits
201712 2018/12

Current Assets M Non-Current Assets
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Trends of Key Data and Analysis

Cash Flows

Net cash provided by operating activities during the fiscal year
under review came to ¥14,311 million, an increase of ¥4,149
million from the end of the previous fiscal year. The increase
reflected a decrease in trade notes and accounts receivable of
¥1,866 million, and an increase in depreciation and amortization
of ¥1,028 million.

Net cash used in investing activities was ¥8,013 million, an
increase of ¥2,020 million from the previous fiscal year. The
increase reflected increases of ¥1,764 million in deposit for
time deposits—net and ¥607 million in purchases of property,
plant and equipment.

Net cash provided by financing activities was ¥4,333 million.
This mainly reflected an increase of ¥10,000 million in proceeds
of long-term loans payable compared with the previous fiscal
year, and a decrease of ¥5,610 million in purchases of treasury
stock.

As a result, cash and cash equivalents on December 31,
2018 increased ¥9,889 million to ¥39,851 million from ¥29,961
million at the previous fiscal yearend.

M Cash Flows Comparison (Millions of yen)

[Net Cash Provided by Operating Activities]
+¥4,100 million
Decrease in trade notes and
accounts receivable, etc. .

[Net Cash Used in Investing Activities] | 14311
+¥2,000 million
Purchases of property,
plant and equipment, etc.

10,162

5,99 [Net Cash Provided by
Financing Activities]
+¥4,300 million -8,013
Increase in proceeds of
long-term loans payable, etc.

2017/12 2018/12

Cash Flows from Operating Activities
Cash Flows from Investing Activities ™ Cash Flows from Financing Activities

Risk Information

FY2019/12 Performance Outlook*
Net sales in the fiscal year ending December 31, 2019 are fore-
cast to increase 6.0% year on year to ¥111,600 million on the
expectation that growth in the Material Business will resume in
the second half after hitting bottom in the first half.

Although net sales growth is expected, operating income
is forecast to decrease 0.1% to ¥10,500 million, owing to
higher costs in the Material Business, while assuming a ¥105/$
exchange rate. TOK forecasts profit attributable to owners of
the parent to expand 4.7 % to ¥7,200 million, as there will no
longer be the impact of the special factor related to tax effect
accounting.

* Figures announced on February 14, 2019.

M Investment in Plant and Equipment/
Depreciation and Amortization/R&D Costs
(Five-Year Summary) (Millions of yen)

9,378 8,888

1216 7013 o0 5¥ga1 7,063
6903 59195631 6,118
4,276

15/3 16/3 173 1712 18/12
(Adjusted)

Investment in Plant and Equipment  Depreciation and Amortization == R&D Costs

M Earnings Forecasts*
(Millions of yen)

FY2019/12 Forecast

FY2018/12
Change %
Net sales 105,277 | 111,600 | +6,322 +6.0
Operating income 10,505 | 10,500 -5 -0.1
Profit attributable to 6,875 7.200 +324 47
owners of the parent

* Figures announced on February 14, 2019.

The TOK Group conducts business activities in every region of the world in a diverse range of fields. When carrying out these business
activities, it encounters a variety of risk factors that may have a detrimental impact on its financial conditions and management
performance. The risks described below are solely those that the Group judged to be most significant as of December 31, 2018 and do

not constitute all of its risk factors.

1. Industrial and economic change-related risk

The Group conducts its business within the electronics industry
and a characteristic of this industry’s market is its major cyclical
changes in demand. In particular, materials and devices for
semiconductors and displays are extremely affected by such
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demand trends. Also, due to the rapid speed of technological
innovation in this industry and the complexity and diversity of
user needs, market conditions often change, as do prices in
response to these changes. These factors may have an impact
on the Group's business results.



2. Exchange rate fluctuation-related risk

The Group is focusing its energies into developing its
businesses in the markets of North America, Europe, and Asia,
which are expected to expand in the future, and has production
and sales bases in these regions. Some of the Group's
overseas transactions are yen-denominated, while for others it
carries out risk hedging through forward exchange contracts.
However, if exchange rate fluctuations are greater than forecast,
this may have an impact on the Group’s business results.

3. Research and development-related risk

In order for the Group to maintain its competitiveness in the elec-
tronics industry, where technological innovation occurs at a rapid
pace, it carries out R&D to provide products that precisely reflect
user needs. However, realizing technological innovation and antic-
ipating changes to user needs are not easy tasks and regardless
of how much management resources it invests into R&D, due to
unforeseeable reasons it may not produce the hoped-for results.
This may have an impact on the Group's business results.

4. Intellectual property-related risk

In carrying out its business activities, the Group has acquired
a diverse portfolio of intellectual property, to which it grants
licenses to third parties. Also, when it deems it necessary

or useful to do so, it acquires licenses from third parties in
order to use their intellectual property. If the Group is unable
to safeguard and maintain its own intellectual property rights
or acquire third party rights as anticipated, it may become a
party in a dispute or lawsuit relating to these rights. The costs
incurred due to these events may have an impact on the
Group's business results.

5. Raw material procurement-related risk

The Group uses various raw materials in its production activities
and it aims to stably procure these materials by maintaining a
network of multiple suppliers. However, its production activities
may be affected by a delay or suspension in the supply of raw
materials due to problems at the manufacturers of these mate-
rials. This may have an impact on the Group’s business results.
In addition, an increase in the price of raw materials may have
an impact on its business results.

6. Product liability-related risk

Within the process in which the Group supplies its products
to customers who then use them, problems may occur that
originate in a product defect. The Group has insurance to cover
product liability compensation payments, but insurance may
not be able to cover the entire amount that has to be paid.
Therefore, if such a problem occurs it may have an impact on
the Group'’s business results.

7. Natural disaster and accident-related risk

The Group has established manufacturing plants both within
Japan and overseas. In the event of a natural disaster, such as
an earthquake, or an unforeseen accident, such as a fire or an

explosion, it may have to suspend its production activities and
delay product shipments. The Group may also have to pay repair
or replacement costs at the damaged plant. These events may
have an impact on the Group's business results.

8. Environment-related risk

The Group uses various types of chemical substance within

its production activities and has strict rules to ensure they are
handled safely. However, in the event of an accident involving
the leakage of chemical substances, the Group's reputation
within society may be affected, it may have to pay costs as
compensation or in order to carry out counter measures, and it
may have to suspend production activities. These factors may
have an impact on the Group's business results.

In addition, the Group always observes the various
environment-related laws and regulations in each country
where it conducts its business activities. However, in the future
these laws and regulations may be made stricter, the Group
may be forced to pay additional costs or limit its business
activities. These factors may have an impact on the Group's
business results.

9. Legal risk

When conducting its business activities throughout the world,
the Group must acquire approval for business and investment
activities and observe each government'’s regulations relating to
restrictions on imports and exports. In addition, it must observe
laws and regulations relating to trade, monopolies, international
taxation, the environment, and recycling. If there are major
revisions to any of these laws and regulations, or if the Group
fails to precisely understand their requirements, or if for any
reason it is unable to observe them, then this may have an
impact on the Group's business results.

10. Overseas business activity-related risk

The Group carries out production and sales activities in North
America and Asia and sales activities in Europe. However, in its
overseas business activities it constantly faces the following
types of risk; unexpected revisions to laws and regulations; a
weakening of the industrial base; difficulties in securing the
required personnel; and the possibility of terrorist attacks,
conflicts, and natural disasters. If any of these risks occur, it
may obstruct the Group's overseas business activities and have
an impact on its business results.

11. Information leakage risk

The Group possesses confidential business information and
also information relating to various other companies and
individuals. It implements thorough measures to ensure the
security of all the information it handles, but if due to some

uo199s ele(

unforeseeable event information leaks outside of the Group,

this may damage its reputation within society and it may have
to pay liability payments for the damage caused to a company
or individual whose information was leaked. These factors may

have an impact on the Group's business results.
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Consolidated Financial Statements

Consolidated Balance Sheets

TOKYO OHKA KOGYO CO., LTD. and Consolidated Subsidiaries
December 31, 2018 and 2017

Millions of yen

Thousands of
U.S. dollars

ASSETS 2018 2017 2018
CURRENT ASSETS:
Cash and dePOSITS. .....ccciiiiiiieiee e ¥ 37,851 ¥ 27,961 $ 341,006
TIME AEPOSITS o 18,241 16,219 164,341
Receivables:
Trade Notes and ACCOUNTS.......ccoiiiiiece e 22,539 22,554 203,060
S UM B .o 2,000 2,000 18,018
(@4 =T USRS 493 422 4,449
Allowance for doubtful aCCOUNTS ........ooiiiiiiiiiiiii e (48) (157) (438)
INVENTOTIES ..t 17,245 15,893 155,364
Deferred 1aX ASSETS ... .ccoiiiie e 1,687 1,574 15,204
Prepaid expenses and other current assetS.......cccvvvvvvvvveiiiiiiiiieieiieiiee, 1,577 1,249 14,213
Total CUIMENT @SSBTS ... .o 101,589 87,719 915,219
PROPERTY, PLANT AND EQUIPMENT:
BN e 8,996 9,120 81,052
BUildings and StrUCTUIES.......covviiiiieiiie e 63,330 62,902 570,545
Machinery and equUIPMENT ........ooiiiiiiiiii e 57,203 56,406 515,344
Furniture and fiXTUreS .......oooiiii e 20,712 20,684 186,602
CoNSTrUCTION IN PrOGIrESS ....veee e 3,393 4,077 30,568
TOTAl oo 153,636 153,192 1,384,114
Accumulated depreCiation..........cuuei i (105,277) (101,488) (948,449)
Net property, plant and equipMEeNnt ............ccoovvviieieiiiiieeeeec e 48,358 51,703 435,665
INVESTMENTS AND OTHER ASSETS:
INVESTMENT SECUITIES. ... 12,910 16,486 116,312
Investments in and advanced to an unconsolidated subsidiary and
asSSOCIiated COMPANIES.......uvviiiieee it 7 1,164 67
Investment in capital..........ccccoiiiiiii i 220 — 1,981
Net defined benefit @Sset .. ... 2,065 2,352 18,611
Long-term time dePOSItS......coooiiiiiiiiei e 18,000 18,000 162,162
Deferred taX aSSetS . ...cooiiiiie e 438 145 3,954
ONEI ASSEIS .o 1,091 1,108 9,837
Total investments and 0ther assSets .......ccccoviiiiiiiiiiiiiiiiec e 34,734 39,258 312,927
TOTAL e ¥ 184,683 ¥ 178,681 $1,663,812
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Millions of yen

Thousands of
U.S. dollars

LIABILITIES AND EQUITY 2018 2017 2018
CURRENT LIABILITIES:
Payables:
Trade NOteS anNd ACCOUNTS.......uuiiie e ¥ 11,381 ¥ 10,444 $ 102,538
Construction and Other ... ..o 3,834 4,966 34,541
Income taxes Payable ... 1,130 962 10,184
ACCIUEA EXPENSES ...ttt 3,983 3,652 35,888
Advances from CUSTOMETS .....vvviiieiiiiiiieeeee e 88 236 796
Deferred tax abilities. ........ooiiiiii e 198 329 1,791
Other current labilitieS ........eeiiiiiiii e 957 1,151 8,626
Total current iabilities. ......oooiiiee e 21,574 21,742 194,367
LONG-TERM LIABILITIES:
Long-term 10ans Payable ...........oooiiiiiiiii 10,000 — 90,090
Deferred tax abilities...........vee e 1,625 2,533 14,646
Net defined benefit liability ...........ooooiiiiiiiii e 306 262 2,757
Other long-term liabilities ........coooviiiiii i 318 625 2,872
Total long-term liabilities...........cooooviiiiiiee e, 12,250 3,421 110,366
EQUITY:
Common stock—authorized, 197,000,000 shares in 2018
authorized, 197000,000 shares in 2017
issued, 45,100,000 shares in 2018
issued, 45,100,000 shares in 2017 ...........cccoeen.. 14,640 14,640 131,895
Capital SUMDIUS. ... vt 15,207 15,207 137,008
Retained arNinNgsS .....coovvvviiiiiec e 120,885 116,904 1,089,054
Treasury stock—at cost, 3,436,262 shares in 2018 and
3,021,037 shares in 2017 ....c..oooooveeeviiieee (13,816) (11,732) (124,470)
Accumulated other comprehensive income:
Unrealized gain on available-for-sale securities............ccccccccooevvinecnn. 4,315 6,893 38,875
Foreign currency translation adjustments ................coooeeieiiiiiiiiiiin, 3,137 4,646 28,268
Remeasurements of defined benefit plans ...............cccoooooiii. (239) 335 (2,159)
TOTAL oo 144,130 146,896 1,298,471
Stock acquisition TGS ......eiii 310 247 2,797
NON-CONrOIING INTErESTS ...oiiiiiiiiiceee e 6,416 6,373 57,808
TOtAl EQUITY . ..ee e 150,857 153,517 1,359,078
TOTAL e ¥184,683 ¥178,681 $1,663,812
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Consolidated Financial Statements

Consolidated Statements of Income

TOKYO OHKA KOGYO CO., LTD. and Consolidated Subsidiaries
Years Ended December 31, 2018 and 2017

Thousands of

Millions of yen U.S. dollars
2018 2017 2018
NET SALES ... e ¥105,277 ¥92,411 $948,443
COST OF SALES . ... 71,896 63,805 647,714
GrOSS PrOFit e 33,380 28,606 300,729
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES ...........ccooeeiin. 22,875 19,411 206,083
OPErating INCOME ....coiiiiiiie e 10,505 9,194 94,645
OTHER INCOME (EXPENSES):
Interest and dividend INCOME........ooooiiiiiiee e 392 309 3587
Foreign exchange (10SS) gain—net ..........ccooooiiiiiiiiiceceeee e (580) 726 (5,226)
Gain (loss) on valuation of derivatives ... 306 (789) 2,757
Loss on impairment of long-lived asSets........cccccvvvvviiiiiiiiiiii, (860) (242) (7,750)
(@1 ol s T P RO P PR 50 294 457
Other (expenses) INCOME—NET...........ccoeeioiiiieeiee e (691) 298 (6,230)
INCOME BEFORE INCOME TAXES AND NON-CONTROLLING INTERESTS.... 9,814 9,492 88,414
INCOME TAXES:
CUITEBNT L 2,141 2,140 19,291
DEfOITEOA . (187) 348 (1,692)
TOtal INCOME TAXES ....veee e 1,953 2,489 17,598
NET INCOME BEFORE NON-CONTROLLING INTERESTS..............c........ 7,860 7,003 70,815
NON-CONTROLLING INTERESTS IN NET INCOME ..............cooovveii. 984 996 8,870
PROFIT ATTRIBUTABLETO OWNERS OFTHE PARENT ........................... ¥ 6,875 ¥ 6,007 $ 61,945
Yen U.S. dollars
PER SHARE OF COMMON STOCK: 2018 2017 2018
Basic profit .................................................................................................... ¥164.92 ¥138.31 $1.48
DIUTEd PrOfit. v 164.44 137.91 1.48
Cash dividends applicable to the year ... 96.00 64.00 0.86

Consolidated Statements of Comprehensive Income

TOKYO OHKA KOGYO CO., LTD. and Consolidated Subsidiaries
Years Ended December 31, 2018 and 2017

Thousands of

Millions of yen U.S. dollars
2018 2017 2018
NET INCOME BEFORE NON-CONTROLLING INTERESTS............c.......... ¥ 7,860 ¥ 7,003 $70,815
OTHER COMPREHENSIVE INCOME:
Unrealized (loss) gain on available-for-sale securities.................ccocccc...... (2,578) 2,199 (23,229)
Foreign currency translation adjustments ............ccoocvvveiieiiiiiie e (1,751) 1,457 (15,781)
Remeasurements of defined benefit plans...........cccccccoiiiiiiiiiiiin (575) 475 (5,184)
Share of other comprehensive income in an associate ........................... (113) (19) (1,018)
Total other comprehensive iNCOME..........cooovviiiiiiiiiiiieciieee (5,018) 4,112 (45,214)
COMPREHENSIVE INCOME ...........coooiiiiiiiiiiieeei e ¥ 2,841 ¥11,115 $ 25,601
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO:
Owners of the parent...........cooooiiii e ¥2,213 ¥ 9,794 $ 19,939
NON-CONrOllNG INTErESTS ...oiiiiiiiiceec e 628 1,321 5,661
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Consolidated Statements of Changes in Equity

TOKYO OHKA KOGYO CO., LTD. and Consolidated Subsidiaries
Years Ended December 31, 2018 and 2017

Thousands Millions of yen
Accumulated other
comprehensive income (loss)
Unrealized
Number of (loss) Remea-
shares of gain on Foreign  surements
common available-  currency  of defined Subscription Non-
stock Common Capital Retained  Treasury forsale translation benefit rightsto  controlling Total
outstanding stock surplus earnings stock securities adjustments plans Total shares interests equity
BALANCE, APRIL 1, 2017 43,603 ¥14,640  ¥15207 ¥113,708 ¥ (4,086) ¥4,694 ¥ 3,633 ¥(139)  ¥147,559 ¥221 ¥5,150  ¥152,931
Profit attributable to
owners of the parent — — — 6,007 — — — — 6,007 — — 6,007
Cash dividends paid:
Final for prior year,
¥32.0 per share — — — (1,396) — — — — (1,396) — — (1,396)
Interim for current
year, ¥32.0 per share — - — (1,397) — — — — (1,397) — — (1,397)
Purchase of
treasury stock (1,593) — — — (7,809) — — — (7,809) — — (7,809)
Disposal of
treasury stock 69 — — (18) 163 — — — 144 (26) — 118
Net change in the year — — — — — 2,199 1,112 475 3,787 52 1,222 5,062
BALANCE,
DECEMBER 31, 2017 42,078 14,640 15,207 116,904 (11,732) 6,893 4,646 335 146,896 247 6,373 153,517
Profit attributable to
owners of the parent - - - 6,875 - - - - 6,875 - - 6,875
Cash dividends paid:
Final for prior year,
¥32.0 per share - - = (1,346) - = = - (1,346) = = (1,346)
Interim for current
year, ¥36.0 per share — — — (1,499) — — — - (1,499) — — (1,499)
Purchase of
treasury stock (442) - - - (2,194) - - - (2,194) - - (2,194)
Disposal of
treasury stock 27 - — (49) 110 - - - 61 (17) - 43
Net change in the year — - — — — (2,578) (1,508) (575) (4,662) 80 43 (4,538)
BALANCE,
DECEMBER 31, 2018 41,663 ¥14,640  ¥15207 ¥120,885 ¥(13,816) ¥4,315 ¥3,137 ¥(239) ¥144,130 ¥310 ¥6,416  ¥150,857
Thousands of U.S. dollars
Accumulated other
comprehensive income (loss)
Unrealized
(loss) Remea-
gain on Foreign  surements
available-  currency  of defined Subscription Non-
Common Capital Retained  Treasury forsale translation benefit rightsto  controlling Total
stock surplus earnings stock securities adjustments plans Total shares interests equity
BALANCE, DECEMBER 31, 2017 $131,895  $137,008 $1,053,192 §(105,694) $62,106  $41,859 $3,025 $1,323,391 $2,231 $57,415 $1,383,038
Profit attributable to owners of
the parent - — 61,945 — - - - 61,945 — - 61,945
Cash dividends paid:
Final for prior year, $0.28 per share — — (12,130) — — — - (12,130) — — (12,130)
Interim for current year,
$0.32 per share - - (13,510) - - - - (13,510) - - (13,510)
Purchase of treasury stock - — — (19,772) — — - (19,772) — — (19,772)
Disposal of treasury stock - - (441) 996 - - - 554 (158) - 396
Net change in the year — — — — (23,229) (13,591) (5,184)  (42,006) 725 392 (40,888)
BALANCE, DECEMBER 31, 2018 $131,895  $137,008 $1,089,0564 $(124,470) $38,875 $ 28,268 $(2,159) $1,298,471 $2,797 $57,808 $1,359,078
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Consolidated Financial Statements

Consolidated Statements of Cash Flows

TOKYO OHKA KOGYO CO., LTD. and Consolidated Subsidiaries
Years Ended December 31, 2018 and 2017

Millions of yen

Thousands of

U.S. dollars

2018 2017 2018
OPERATING ACTIVITIES:
Income before income taxes and non-controlling interests.................... ¥ 9814 ¥ 9,492 $ 88,414
Adjustments for:
INCOME tAXES PAIA ...oiiiiiiiiiiii e (2,221) (2,286) (20,013)
Depreciation and amortization ................eeveiiiiiiiiiiii e 7,063 6,035 63,638
Provision for doubtful accounts .........ccoooiiiiiiii (244) (130) (2,201)
Foreign exchange 10Ss (gain)—Net.........ccccceiiiiiiiii 983 (1,131) 8,856
Loss on impairment of long-lived assets ..........ccooeiiiiiiiiiiiii 860 242 7,750
(Gain) loss on valuation of derivatives...............ccocoiiiiiiieece (306) 789 (2,757)
Increase in net defined benefit asset...........ooooooiiiiiiici (455) (151) (4,100)
Decrease in net defined benefit liability ..o (37) (18) (342)
Increase in trade notes and accounts receivable....................ccccoo. (420) (2,286) (3,788)
INCrease iN INVENTOMIES . ........ e, (1,770) (1,929) (15,953)
Increase in trade notes and accounts payable............cc.cccooviviiiiii, 1,092 755 9,844
(Increase) decrease in consumption taxes refund receivable.............. (268) 295 (2,419)
OthEI—NET ..ot 223 485 2,009
Net cash provided by operating activities ...........cccooveiiiiiiin. 14,311 10,162 128,936
INVESTING ACTIVITIES:
Deposit for time depositsS—Net.........coooiiiiiiiieeeeeeeeeee e (2,150) (386) (19,372)
Purchases of property, plant and equipment ..............ccc.coooviiiiicciie (6,491) (5,884) (58,485)
Purchases of intangible assets.........oooviiiiiii e (234) (155) (2,111)
Payments into long-term time depositS.........cccoiviiiiiiiicceeee e (14,000) (3,000) (126,126)
Withdrawal of long-term time depositS............ccooovvviiiieiiiiii e 14,000 3,000 126,126
Purchases of investment SECUrities ..........ooeeeiii i (210) — (1,893)
Proceeds from sales of investment securities...............cccoeeveeeeeiiiinc. 1,081 0 9,739
OBt (8) 432 (74)
Net cash used in investing activities ..............ccccoveiieeeiiceee e (8,013) (5,993) (72,197)
FINANCING ACTIVITIES:
Proceeds of long-term loans payable ...........cccccccooiiiiiii 10,000 — 90,090
Repayments of long-term loans payable............cccooviiiiiiiiii — (138) —
DIVIAENdS PaI......eeiiiiiii e (2,841) (2,785) (25,602)
Dividends paid for non-controlling interests..........cccccvvvvveeieieiiiiiiiiee, (584) (98) (5,269)
Purchases of treasury StOCK.........cc.oooiiiiiii e (2,212) (7,823) (19,934)
(@1 aT=T e O T=Y PO (27) 173 (246)
Net cash provided by (used in) financing activities ......................... 4,333 (10,673) 39,036
FOREIGN CURRENCY TRANSLATION ADJUSTMENTS
ON CASH AND CASH EQUIVALENTS ..o (741) 557 (6,677)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS........ 9,889 (5,945) 89,098
CASH AND CASH EQUIVALENTS, BEGINNING OFYEAR...........cc...cooo.... 29,961 35,907 269,925
CASH AND CASH EQUIVALENTS, END OFYEAR. ..o, ¥ 39,851 ¥ 29,961 $ 359,024
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Shareholder Value

L 10-year Trends of Shareholde; Composition

Changes in number and composition (shareholding ratio) of shareholders

M Number of Shareholders === Japanese Financial Institutions === Foreign Corporations and Individuals === Japanese Individuals and Others (%)
we Other Japanese Corporations === Financial Instruments Firms
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(Note) Treasury stock is included in “Japanese Individuals and Others.”
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L Major Shareholders L Stock Information

(As of December 31, 2018)

Number of |~ Ratio of _— First Section of
N, hares held [shareholdi Stock listin

‘ e s(T:;ﬁ:angsl)j e o Tokyo Stock Exchange, Inc.
JapanTrustee Services Bank, Ltd. (Trust Account) 3,101 7.44 Category of industry Chemicals
The MasterTrust Bank of Japan, Ltd. (Trust Account) 2,759 6.62 Securities code 4186
Meiji Yasuda Life Insurance Company 1,826 4.38 Share unit number 100
MLPFS CUSTODY ACCOUNT 1,469 3.53 . . .
MUFG Bank, Ltd. 1,207 2.90 Accounting period January 1 to December 31
Hitachi Chemical Company, Ltd. 1,069 2.57 Dividend record date December 31
The Bank of Yokohama, Ltd. 1,026 2.46 (Year-end)
Tokyo Ohka Foundation forThe Promotion of Dividend record date June 30
Science and Technology 984 2.36 (Interim)
M!tsub!sh! UFJTrusF and Banking Corporation 953 2.29 Total number pf 197,000,000 shares (As of December 31, 2018)
Mitsubishi URJ Capital Co., Ltd. 860 2.06 shares authorized
Notes: 1. The Company owns 3,436 thousand shares of treasury stock which are Number of shares issued 45,100,000 shares (As of December 31, 2018)

excluded from the above major shareholders. —

2.The ratio of shareholding is calculated based on the number of shares *The Company changed its fiscal yearend from March 31 to December 31
(41,663,738 shares) obtained by subtracting the number of shares of treasury effective from fiscal 2017.

stock from the total number of shares issued.

Relative comparison with April 2009 being 1 (monthly, closing price basis)

Changes in
the medium- TOK Medium-Term Plan 2018
term plan, etc.

Purchase of treasury stock
===TOPIX  ===TOK Achieved record-high profits (¥10 billion)
4.00 (FY2015/3) (until February 2018)
Purchase of treasury stock

L 10-year Trends of TOK'’s TSRV

3.50 Operations started (1.75 million shares)
inTOK Advanced Materials Co., Ltd.
3.00 in South Korea

(November 2013)

2.50 S
&)
QO
2.00 -
[0}
1.50 2
(o]
3
1.00
0.50
0

2009/4  2010/3 2011/3 2012/3 2013/3 2014/3 2015/3 2016/3 2017/3 2017/12  2018/12
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Global Network

bTOKYO OHKA KOGYO CO., LTD.
El Headquarters

\/

2 Shanghai Representative Office

3 Singapore Office

bTOKYO OHKA KOGYO AMERICA, INC.

Established: April 1989

\/

Business: Manufacture and sales of photoresists, and development,
manufacture and sales of photoresists-related chemicals

4 Headquarters/Oregon Plant
5 Sales Office (California)

bTOKTAIWAN CO., LTD.

Established: January 1998

\/

Business: Manufacture and sales of photoresists, and development,
manufacture and sales of photoresists-related chemicals

6 Headquarters (Hsinchu City)
Miaoli Plant (Miaoli City)
Tongluo Plant (Miaoli County)

bCHANG CHUNTOK (CHANGSHU) CO., LTD.

Established: October 2004

\/

Business: Manufacture and sales of photoresists-related chemicals

7 Headquarters/Changshu Plant (China)

bTokyo Ohka Kogyo Europe B.V.

Established: December 2005

\/

Business: Sales of photoresists and related chemicals

8 Headquarters (The Netherlands)

bTOK Advanced Materials Co., Ltd.

Established: August 2012

\/

Business: Development, manufacture, and sales of photoresists and related chemicals

9 Headquarters/Incheon Plant (South Korea)
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Third-Party Verification Report

0 Integrated Report 2018
Third-Party Verification Report

Responsible Care’
C..\_‘i l_'.\_,r\fM TN l.IT TO SUSTAIMARLITY July 131 2019

To: MNoriaki Taneichi
President & Chief Exacutive Officer
TOKYD OHKA KOGYO CO., LTD.

B Purpose of Verification
The purpose of this verification is to express the opinions of chemical industry experts with respect to the
following matters, covering “Integrated Report 2018 prepared by “TOKYO OHKA KOGYO CO., LTD.”
{hereinafter the "Report” and the “Company” respectively). The scope of verification excludes financial
information.

1) Rationality of the methods for calculating and compiling performance indicators (numerical figures)
and the accuracy of these numerical figures

2) Accuracy of non-numerical information in the Report

3) Responsible Care® and CSR activities

4) Distinctive characteristics of the Report

B Verification Procedure

+ At the Sagami Operation Center (hereinafter the "Sagami"), we inspected the rationality of the methods
used for compiling the numerical data reported from each site (office, plant) and checked the accuracy of
non-numerical information. The inspection at the Sagami was performed by asking questions about the
Report to people responsible for relevant operations and people responsible for preparing the Report, as
well as receiving materials and explanations

+ Atthe Aso Plant (hereinafter the "Aso”), we inspected the rationality of the methods used to calculate the
figures reported to the Sagami, as well as the accuracy of non-numerical information. The inspection at
the Aso was pedormed by asking questions to people responsible for relevant operations and people
responsible for preparing the Report, receiving materials and explanations, and cross-checking them
against evidences,

« We applied the sampling method for investigating numerical figures and stated information.

B Opinions

1) Rationality of the methods for caleulating and compiling performance indicators (numerical figures) and

the accuracy of these numerical figures

+ Both the Sagami and the Aso use improved, reasonable methods to calculate and compile numerical
figures, and for the scope of our investigation the performance figures were checked by multiple people
and were calculated and tabulated correctly.

+ We expect progress in the automation of some of the data transcription that still remains.

2) Accuracy of nen-numerical information in the Report

« We confirmed that the data included in the Report are accurate. We pointed out a few issues regarding
appropriateness of expressions and readability in the draft stage, but all of these issues are edited in the
current Report.

3) Responsible Care and CSR activities

« We commend initiatives for material issues as a guideline for continuing contribution to society.

« We commend thal results have been achieved in the reduction of industrial waste, preservation of air,
water and soil environment and preservation of biodiversity while appropriately addressing laws and
regulations.

« Risk assessments are conducted at all sites, including Group subsidiaries. We commend that a list of
company-wide risk items and the risk status of each plant and affiliate is kept and that the list is timely
updated and revised,

» We commend recycling of organic solvent waste created during the manufacturing process at the Aso,
strengthening of plastic trash separation and iis effective use as a resource in raw materials and the
strengthening of risk assessments of highly corrosive chemical substances.

4) Distinctive characteristics of the Report

» This Report combines financial and non<financial information, which had previously been disclosed
separately, to make a single disclosure that is easier for readers to read and understand.

* The message from the president states concisely that the Company will continue to create value and
provide solulions to the issues faced by customers and society while new innovations are being

developed throughout the world. % / [ )i W

Shigeki Nagamatsu
Chief Director, Responsible Care Verification Center
Japan Chemical Industry Association
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Corporate Information/External Evaluation

Corporate Information (as of becember 31, 2018)

TOKYO OHKA KOGYO CO., LTD.
October 25, 1940

Corporate Name
Established

Headquarters
Kanagawa 211-0012, JAPAN

Number of Employees 1,673 (Consolidated)

150 Nakamaruko, Nakahara-ku, Kawasaki-shi,

Paid-In Capital ¥14,640,448,000
Website https://www.tok.co.jp/eng
Stock Listing Tokyo
Investor Relations Public Relations Division v |
Contact 150 Nakamaruko, Nakahara-ku, Kawasaki-shi, ~aum -
Headquarters

Kanagawa 211-0012, JAPAN
TEL. +81-44-435-3000
FAX. +81-44-435-3020

External Evaluation

Selected or recognized
for ESG-related indices, etc.

Evaluations and commendations
for various activities e

B SNAM Sustainability Index
(A constituent stock in 2019)

&

Member of SNAM
Sustainability Index

2019

W 2018 Certified Health & Productivity
Management Outstanding Organizations
Recognition Program
(White 500) (2019, 2018) e
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B MSCI Japan Empowering Women Index
(2019, 2017)

MSC| Japan Empowering
Women Index (WIN)

MSCI ©:

B MSCI Japan ESG Select Leaders Index
(2019)

MSCI Japan ESG
Select Leaders Index

MSCI &

(Note) THE INCLUSION OF TOKYO OHKA KOGYO CO., LTD. IN ANY MSCI
INDEX, AND THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE
MARKS OR INDEX NAMES HEREIN, DO NOT CONSTITUTE A
SPONSORSHIE ENDORSEMENT OR PROMOTION OF TOKYO
OHKA KOGYO CO., LTD. BY MSCI OR ANY OF ITS AFFILIATES.
THE MSCI INDEXES ARE THE EXCLUSIVE PROPERTY OF
MSCI. MSCI AND THE MSCI INDEX NAMES AND LOGOS ARE
TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS AFFILIATES.

I S&P/JPX Carbon Efficient Index
(As of March 18, 2019)

M Intel Corporation
Preferred Quality Supplier (PQS) Award
(2018, 2016)

H Texas Instruments Inc.
Supplier Excellence Award (2018)

A3 TEXAS INSTRUMENTS.

B Taiwan Semiconductor Manufacturing Company Limited
2017 Excellent Performance in Lithography Material (2017)
IMQR Award (2016)

M Nikkei Annual Report Awards
Award for Excellence
(2018, 2016)

i Chaliengs for
ehe Future

TN,

W Nikkei Science Advertising Awards
Grand Prize (2016)
First Prize (2015)

M Global Niche Top Companies Selection 100
(Ministry of Economy, Trade and Industry)
(2014)
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