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Review of Bostik-Nitta 2019 operation
2019 Jan 1st to 2019 Dec 31

When it comes to Bostik-Nitta operation, there was no safety incident in 2019. As safety

is No. 1 priority, we keep our commitment on “Everyone works safe and goes home safe”.

2019 was tough and dynamic year. From the beginning of the year, we announced price
increase due to raw materials cost increases and improved margin by the certain level.
As far as the product rationalization from 2018, Industrial Adhesive BU has heen
making consistent efforts and we cut the complexity by 30%.

For Non-Woven BU, although sales growth was not as expected at the beginning of the
year, continuous efforts on cost reduction and product transition from Changshu plant
to Cuangzhou plant was successfully managed and it drove significant margin
improvement.,

With one of the biggest Japanese hygiene manufacturers, we have started adhesive
supply from Guangzhou plant by aiming at future adhesive supply from new Nara plant.
On the other hands, we had lost some share vs Chinese adhesive manufacturer,
however we gained volume and share from other supplier and continue to grow volume
share in the key account.

For 2020, after Chinese New Year holiday, COVID-19 has widely spread and not only
Japan, but also other countries in the world, it is extremely tough situation and difficult
to foresee future.

However, 2020 is the critical year for JV to complete second “Absorption-type company
spirits”, smooth new plant start up, ERP system installation, and completion of other
key transition projects. We will complete those initiatives and projects with external
customers, vendors, suppliers, and business partners, so that we can make the year

2020 as successful 39th year in the JV history.

Sincerely,

Motoki One
Managing Director of Bostik-Nitta Co., Ltd.
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Explanatory notes

1. Summary of significant accounting policies

)

(2)

3

€Y

6))

(8)

(N

Inventories
Purchased goods  ————  first—in, first out method

Depreciation of fixed assets

Tangible fixed assets
Buildings and Buildings fixtures straight-line method
Other tangible fixed assets —  declining balance method
Intangible fixed assets i straight—line method

Allowance for doubtful accounts

A general allowance is calcurated based on the histrical bad debt ratio, and a specific
allowances is created in respect to the specific recoverability of receivables estimated
to be irrecoverable.

Provision for for bonuses
A provision for accrued bonuses is provided based on forecasted future payments related
to the present terim.

Reserve for retirement benefit for employees

A reserve for retirement benefits is recorded in accordance with the Company’s employment
regulations and represents 100% of the liability for services rendered to the year—end on

a voluntary termination basis.

Reserve for retirement benefit for directors
A reserve for accrued retirement benefits for direcotrs is an estimated amount for payment
based on internal rules.

Computation of consumption tax
The company records transactions using a method that excludes consumption tax.

2. Notes to Balance sheet

m

(2)

Accumulated depreciation
Accumulated depreciation for tangible assets

Balances with affiliated companies at year end
Monetary claims to affiliated companies
Monetary debt to affiliated companies

3. Notes to satement of income

Transactions with affiliated companies for the year
Purchase from affiliated companies

Expense to affiliated companies

Other transactions

96,064,192

115,637,163
1,136,570,020

2,021,5635,154
343,845,888
0

yen

yen
yen

Yen
yen
yen
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Es | & # # H & #
B & ) 3,231,907,705 ([ EH & 1E] 2,027,503,825
2] &® 563831 & Hh & 1,397,850,492
L g m O ® 361,797,782 3R h & 197,164,896
% @& ®BH O % 696048 * $#H # H 48,173,565
% & FH O ® 176,650,099 2 08 B A £ 205,957,142
2 W F W 435,967,590 ® B E N B OF 86,160,700
55 23 & 1675798584 | kR $h B & W *H 52,937,500
4 & 318,927,846 i | Y & 15,991,851
£ B A & 109,320,444 BE 5 5 & & 23,267,679
kv B oo 212,750 [[EE AE] 3,849,369,007
B O B B 152,480,179 E B & A % 3,700,000,000
BB &S S 144,267,288
HREBMBISILE 5,101,719
[EE&E] 646259794188 H o & & 5,876,872,832
(EHEEEE] 1,479,944,899 woB'B & &
i ) 29,500 |[#%FER] 3,817,630,667
B Y ME KR 7910934 | ¥ 73 ® 18,100,000
B oW r & 87604 & K # £ & 2,665,000,000
H Om OE i 2 1,217,540
I BEHEFE & 26,518,936 B A £ F & 2,665,000,000
+ i 471,000,000 M O OH R & 1,134,530,667
2 OB R B E 973,180,295 HOE OE F & 4,525,000
(EREEEE] 797,015,993
) h A 127,643,528 TOMMERFE 1,130,005,667
TOUMEREEERE 636,047,605
vy 72 bz 7 33,324,860 A& B L& 227,000,000
(REZOHOERE] 4,185,634,902 RUMNRFRE 903,005,667
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COMPARATIVE BALANCE SHEETS

BOSTIK-HITTA GO.. LTD.

] £ B |Account Decd1.2018 Dec3l2018 o Difference
= 85 AMOUNTUSS) | & R AMOUNT(USS) | & % AMOUNT(iS8)

=] | Casnon Hand 56,383 519 144593 1318 4 38310 A 197
= B il & Checking Account 361,197,782 3.333.144 283537,131 2,579,658 78,260,851 753486
-] ¥A . | Orgnary Deposit 696,048 8412 3,660,501 88,148 A 8992543 A 81,736
5t K hr:} 2| Fereign currency deposit. 176,650,089 1,627428 16.242.348 141,775 160,407,251 1.479,654
= = = #:| Hote Receivable __ 435,967.500 4016450 348,705,948 3172572 87,261,642 843,878
B ) 2| Account Recaivablo~Trade 1,675,798,584 15,438,674 1,870,728,840 17,020,135 A 194.930.356 A 1,581,461
|# B Goods 318,927,648 2.938,195 400224734 3,723,180 A 90,705,388 A 784,863
&1 1A fi| Prepaid expense 152,480,179 1404,758] 152,243,204 1,385,120 236,885 19,629
53 . % Advance Payment 212,760 1.960 850,987 7,742 A 638232 A 5,782
o 5 & Account Receivable-Others 109,320,444 1.607,139 20,407,958 185,674 “88912,486 821,465
[H i) & ] Defarred incoms tax assets—current 0 0 5,892,885 53,514 A 5,892,865 A 53614
e — $a] Buidnes 590,060 5436 580,600 5368 [ 68
e #_$8] Cumotativa amount of depreciation A 560,500 A 5158 A 560,500 & 5160 i AB4
B | Buidng Fitures T 13319400 122,743 13,319,900 121,188 | 527
2 XTI #| Cumu'stive amount of depreciation A 5,408,988 A 45,831 A 4382906 A 39,967 A 1016060 A 0254
B 18| Mackinery 27,694 808 87,697 798 A3 10
3 3| Gumulstive amount of depreciation ] 0 0 0 [1] 0 o
e R A totor Vehicke 1,547,945 14,169 o] 0 1,537,945 i4,169
RBE NS T8 ( H'H )| Cumuiatve smount of depreciation A 320405 A 2952 0 ] 0 A 320405 A 25952
T B {8 £ | Office Farpment 118.920.667 1,095,584 113381674 1,031,561 5538903 64,023
el # % it #£| Cumwative amount of depreciation A 92401,731 A B851.272] A 83552884 A 760,175 A 8,848,847 A 91,097
+ Hit] vanp 474,000,000 4339,184 471,000,000 4,285,219 of 53975
B % W iE| Tengb'e fxed assets in prograss 973,180,295 8.965.644 542,566,042 4,938,336 430,614,353 4,029,308
) H A Goodndt ______ 139,832,148 1,266,393 139,632,148 1,270391 0 16,002
H B 1§ 3 % 3t BA| Cumulatve smount of depreciation A 11988620 A 110448 A 3,526,065 A 32,081 A 8,462.555 A 78367
+ OB AR K E Cherittangble assets 698500000 6.435.08% 774,300,000 7,044,682 A 75,800,000 £ 609.593
BOE f§ H S i | Comviatve amount of deprecistion A 62452395 A 675357 A 19,947,518 A 181,485 A 42504877 A 303872
V7 k5 x 7| Software - 54,048,037 506,221 54,048,037 499,924 ] 6.297
HOE B H E H ]| Cunustive amount of depraciation A 21,623,177 A 199,208 A 10532,569 A 98748 A10.980.608 A 102462
E # &1 #h & | Long-tarm prepaid expense 4,125547.223 38,007,538] 4275113890 48.895541 A 145,566,867 A 888,009
Z A B BT & Seounty depostt 317,000 2920 317,000 7,884 0 36
& @ B & ¥ E{Deferred income tax non—current 52,770,679 550,651 62,381,853 567,559 A 26112714 A 16,908
HESH Total Assets 5,604,503,495]  80.312,808] 5442692383 85910840 751,811,118 3,401,969
B B % Account Paysblas—Trade 1,367,850,492 12,878,014 1,562,113,381 14,485254 A 194,262,899 A 1,607,240
3 i | Account Payzbles—Others 197,164,806] 1,816,428 566040573 5149811 A 368875677 A 3333,485
£ L kA Bl 5| Income Taxes Payable 86,160,700 783,775 0 o 28,160,700]__ 783.775
F H H B | Ul ton tax 52,937,500 487,699 35,496,100 322,848 17.441,400 184,751
k i = F| Accrued expenses 48,173,565 443810 36,492,629 31,9241 11.690.876 111,886
J& M O A | Losn from Arkema Francs 205,857,142 1.897.427 322,122,485 2.530,712 A 115,165,343 £ 1033985
il ] £| Withholdg Taxes Payeble 15.991,85t 147,329 13542571 123,212 2.449.250 24,117
B K 8 H &|Bonusalowanca_ 23,267,679 214359 14,890,857 135,480 8,376,722 78873
£ H 8 A <&|LoncTeRMLO0AN 3,700.000,000 a4087088|  3is0000000] 28932052 520.000.000| 5,165,036
B B #8445 8 @ Accruad Employses Retirement Benofit 149,369,607 1,376,096 134.874.835 1,222,109 14404,172 148,587
ARt Totaf LiabEties 5.876,872.832|  64,142,002]  5,895,563,601 53,638,602 A 18,640,769 503,420
E FS % Gommen Stock 18,160,600 166,750 18,100,000 164,576 ol 2074
B K ¥ B & cotelreserve 2665000000] 24551916 2,865000000] 25248518 o 405,400
T & 18 %] Legsl Reserve 4,525,000 41,568 4575000 41,169 T 519
W & B a4 & Genersl Reserve 227,000,000 2,091.289 227,000000]  2,065.276 0 ...28014
a8 # k7 #| Reotained Earnings 532503,782 5,821,084 439,552,601 3,809,107] 192,951,181 1,827,977
) ] # ] Net ingomelioss} Tor this tarm 270,501,885 2,482,060 162.951,181 1,755.495 77,550,704 736,565
e Total Shareholders’ Equity 3.817,830,667] _ 35,170.J87] _ 8.547,128,782| 32,272,238 270,501,885 7,698,549
Total Lisbfities [¢] 0
B aAaE & Sharehalders’ Ecurty 5.604503499|  89.312809]  0.447,692,483]  85810.840 761811,116 3,401,869

Hote [} Al USS were based on folowing exchange rate. 2019/12 : ¥108.5455/0S§1. 2018/12 : ¥100.9127/US$1.
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B B ® #
[RLEE]
by i =) 6,907,648,546
{5t L]
5T £ IR i 5,129,681,429
5t i % # i 1,777,967,117
[BREBEU—RERE]
BREERUV—BREEE S 1,350,285,923
E O OE 3N XK £ & 427,681,194
CE AN IERY|
= B i 2 4,090,169
& 8 = = 488,938
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iy A i) % 121,224,590
w2 ON B F R OE OH 8,504,140 129,728,730
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BOSTIK-NITTA GO, LT8O,

COMPARATIVE

INCOME STATEMENT

2019/1.1 ~2019/12.31 20§8/1.1~2018/12.31 DIFFERENGE

& B AROQUITSS | % & Y AMOUNTUSE} | % £ BE AMOUNT(USS) | &
#L% Royalty Bost Royalty 73,152,428 £79,461 75448024 636436 (1,695,595) __(6978) R
FEEmA Net salss of goods (Total} 6,833,806,§17 §2,958.816 5.377,388,759 48.924,180 1,456,507,358 14,034,638
FESE Mt sales tota! 8.507,643.546 §3.638,277 5452.836,783 49610616 1,454,811,763 14,027,661
55 Total cost of sa'es 5.129.681,420 47,258,352 4,298.4611,251 39,109,323 831,070,178 5,149.029
7 - $ 2 Royalty Gross profit_Royalty 73,752,429 679461 1000 75448024 686.438] (00.0 (1.895.595) (6,975) 00
REFBHD Gross profit on sales (TOTAL) 1,704.214,688 15,700,464  249] 1078071808 9814858 201 625437,180 5,885,606 49
8 EFIAE Gross profit total 1,777.967,117 16370,926]  26.7] 1154226632 10501.204] 212 623,741,585 5,878,631 46
ANR Employment cost 526,374,167 4,049,341 299,470,732 2,124.624 226903425 2,124,717
BRRE Office rent and company howsa rent 36,437,714 232,827 19,638,185 178,671 16,499,529 154,256
HBAE Taxes (stamp & business tax) 4,140,993 38,150 1,156,642 10,523 2,984,351 21621
BERNE Velfara expanses 7,701,141 70,848 4,016,938 44,735 2,784,203 26,214
[ Insurance expanse 3,098,206 28,643 3,001,080 27,304 $7.126 1,239
BE Frelght 775471,513 2,542,450 158,652,846 1.443,535 117,308,667 1,098915
BREERKE Utrities (Water, electric & hoating) 7,284,000 87,105 4,096,200 37,268 3,187,800 20,837
®E Travel expanses 71,123518 655,242 B 51,620,055 524,235 13503463 131,007 B
BER Telephone, fax & postage 2,952,408 27,200 2,838,784 24008 313,614 3,192 B
ANEATR Supples expenses 2,824,367 28,020 8,825,248 80,203 (6,000.881) (54,273)
EHALE Stationery 3,539,378 32,607 3343335 30418 195,924 2180
HER Magazinas and books 420210 38N 421,743 3,837 (1,539)| 34
*ER Eaterte'nmant 5,088,871 46,883 3,551,282 32,310 1,537,889 14513
BiER Repairing expenses 309,411 2.851 1,327,922 12,082 (1,018511) (5,231}
HEE _ Research & davelopment expenses 247371816 227.503 12,537,809 114078 12200007 113832
=8 o Membership & semipar fess 1853,71 17,078 209,094 s 9445817 8,807
HiEE Trzning expensss 1,676,165 15442 1,103507) 10043 572,258 53808
LEEER Advertising 2816353 25,948 585579 5419 2220774 20527
AHEAE ) Temporary staff fes 14,769,122 136,064 10,045,853 91,398 4,723,269 44,666 B
TR A Tg— Menagement fes 109,498,253 1,008,777 85,203,077 775,736 24235176 233,042
B Export expenses 3,637,570 33512 2673877 24377 263,693 9,185
IBREER Envirenmental cost 4,148,750 37,300 1,386,810 12,435 2,581,940 24,865
ERERE Affairs consi t expense 3,072,454 28,352 14142000 128,668 (11,064,545} (100,314
sAp BHR  SAP Expenses 5,747,364 52,849 6,205,804 . 58481 (458,440} (3512)
HERIMEEA Resarve for doubtful aceounts 7 0 Q 0,498,266 (86,414) N 9,498,268 86.416
RIEENR | Depreciatic o 22,230,750 204.806 15,539,784 141383 6,590,968 63,423
OhAGNE Amortization for goodadl 8,462,655 77.963 3,526,085 32,081 4938490 45,882
FOREEEEEEENT Amortization for PPA 47898211 438,141 19,947,518 161,485 27810693 256,656
FLEVARTL— Ligense feo B 149,566,667 1,372,817 62318444 566,990 87,247,223 810,927
IR Goastiting fes 8779103 52,454 3,530,900 32,125 3248208 30,328
UGN—F 10 F— Recruting Feo 88431 54,753 19375874 176,284 413432709 (121,531)
REDEBRHE RA&D sxpensa recharde . -38247,000 (352,359)  {38,247,000) 352,359
% T Sundey oxp 29,163.908 268,679 24,008,347 218431 5,155,581 50,248
HE R $eling & administrative sxpenses total 1,350,285.923 12439815| 195 842,264,478 7663031 154 508.021.445 4,776,784 4.1
EETH Oparating profit(foss) 427,681,194 3840,110 62 311,961,054 2,538,262 5.7 115,720,140 1,101,848 0.5
2AFA Interast recehved 4,090,169 37,682 ] . 5882357 51,699 1,592.188) (401m]
BRER Exchange Galn 488,638 4,504 . B41884 5895 {£58.246) (1,381)]
M Gthers 19,219,355 177,083 5,404,531 48,171 13814824 127,882
2R Other i 23,788,462 219,249 03 11,734,772 £06,764 0z 12063.600 112,485 0.1
¥HHB o Anterest pald 51,167,921 471,388 ..23595.068 215590 27,471,853 255806
AMER _ Foraign exchange loss 0 0 0 2 Q a
pedii] Others 81,120 47 0 ) 31,120 747
EEH R Other expenses 51.249.041 472,143 037 23,698,088 215590 04 27.552.973 256,553 0.3
BEHH Ordnary profitlloss) 400.230615 3887.215 5.8 299,959,758 2,729,437 55 100.230,857 957,718 6.3
Jl—hiEEE Gompensation 9 0 o o 0 0
EiRE sk Loss on Dispoesal of Fixed Asssts 9 [’} 4 [ {4) 0
Hiag Extraordnary toss ] "] 100 4 ] 00 4) o] (o
BIFINE Het income(lass) before income taxes 409,230,815 3.687.215 58 265,689,154 2,720.437 55 100,230,861 957,778 03
i1 Reserva for income taxss 121,224,590 1,116,508 18] sr481842 795,139 1.8 33,762,748 321,070 0.2
HRABEHSE Effect on Deferred Tax 8.504,140 78,346 0.1 19,686,731 178,203 04 (11,082,591) (09.857)| (0.2}
LR Hat income(loss) for this term 270,501,885 2,492,050 38 192,951,181 1,755,495 35 71,550,704 136,565 04

Mota 1) Al LSS were basad on foSowing exchange rate.

2018/12 : ¥103.5455/US$1.

2018/12 : ¥109.9127/USH1.
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-3 f& # 3,008,206
i B A = 4,140,993
x i H [} 6,779,105
g g b= 24731,816
HoOom & W = 22,230,750
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B & # 1,676,165
B B £ # = 4,048,750
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BEEs
HAREIRE ERRE
. - HHEEAE
A s ERAEE
wrsme | TREAR | WEHRS | pepe HEERS A
= e |Spussgs
PRRIE 1310 BE 18,100,000 |  2.665.000,000 2665000000 4525000 227,000,000 632,503,782 864028762 | 3547128782 |  3.547,128,782
HE2O®EY - - - - _
HERHIE - 270,501,885 270,501,885 270,501,885 270,501,885
E 'ﬁ%’rﬁ%t’ﬁ?jﬁ_@ﬁﬁiﬁﬁ _ _ - - - 270501.885 270,501,885 270.501,885 270,501,885
SH EI12ZHNA BE 18,100,000  2.665,000,000 2665000000 4525000 227,000,000 900,005667| 1134530687 2.817,630657 |  3,817.630.667
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Bfr- M
I BEEBICLDFrvyda-TJ0O—
Fiol AT MM (B8R &5 400,230,615
BmERNE 63,679,797
1A TL— 149,566,667
DNAARENER 8,462,555
BB Ye g AR 8,376,722
BEGRABI RO 14,494,172
B e & ERAR 13
SHRAERUZIESS (4,090,169)
FIFHR 51,167,921
Fe L{RIEDIBHEE 107,668,714
TR ENE E DR 90,296,888
LA BB OEIEEE (194,262,899)
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ZDih 17,789,340
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EMBEEEEOIFLLEH (822,927,201)
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MEEEICkDdFvyia-70— 403,834,657
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VIR RUVREESEMOERES 539,200,312

- 12 -




Bostik—Nitta Co., Ltd
Statement of Cash Flow

For the Year Ended Dec 31, 2019

1. Cash Flow From Operating Activities

Income Before Taxes ¥400,230,615 3,687,215
Depreciation 63,679,797 586,665
License fee 149,566,667 1,377917
Amortization for goodwill 8,462,555 77,963
Increase (Decrsase} in Provision for bonuses 8,376,722 77172
Increase {Decrease)} in Reserve for retirement benefits 14,494,172 133,531
Loss on disposal of fixed assets 13 o
Interest income (4,090,169} (37.682)
Interest payment 51,167,921 471,396
Increase (Decrease) in Accounts receivable 107,668,714 991,922
Increase (Decrease) in Inventories 90,296,888 831,881
Increase (Decrease) in Accounts payable {194,262,809) (1,789,691)
Increase {Decrease) in Consumption Tax 17,441,400 160,683
Others 17,789,340 163,888
Sub Total 730,821,736 6,732,861

Interest Earned and Dividends Received 4,090,169 37,682
Interest Payment (51,167,921 (471,396}
Income Taxes Payment (35,063,891) (323,034)
Net Cash Provided From Operating Activities 648,680,093 5,976,112
0

2. Cash Flow from Investing Activities 0
Purchase of Tangible Fixed Assets (822,9217,201) {7.581,403)
Purchase of Intangible fixed assets 0 0
Acquisition of business 0 0
Net Gash Used in Investing Activities {822,927,201) {7,581,403)

3. Cash Flow from Financial Activities

Net Increase (Decrease) in Short—term borrowing {118,165,343) {1,070,200)
Proceeds from long—term borrowing 520,000,000 4790618
Dividends Payment 0 0
Net Cash Used in Financing Activities 403,834,657 3,720418
4, Net Increase in Cash 229,687,549 2.115,127
5. Cash and Cash Equivalents, at the Beginning of the year 309,612,763 2,852,378
6. Cash and Cash Equivalents, at the End of the year 539,200,312 4,867,505

Note: All US$ were based on following exchange rate: ¥108.5455/US$

_13_.
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Fl of@m on E

STATEMENT OF APPROPRIATION

BARNS F £

Total Retained earnings at end of Year

Hit

TOTAL

P UES R TR

Retained earnings to be carried forward to next period

LROEEVHRELET,
IN WITNESS WHEREOF

RRATF 49k &4t
BOSTIK-NITTA CO., LTD.

REMHE KHERA President
Ao 45h1% v17-%—Jk Director
B AR AFIP=—"AX%—) Director
ERéHiR WEHER Director
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In Yen In US Dollar
903,005,667 8,319,144
903,005,667 8,319,144
903,005,667 8,319,144

¥ 29F3F24H
March 24 ,2020

Motoki Ohno
Jeffrey Merkt
Stephanie Maillard

Arifumi Hirata
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24-Mar-20

To the beard of directors

of Bostik—Nitta Co., Ltd.

(Rostik-Nitta Kabushiki Kaisha)

I have audited the accompanying balance sheet of Bostik-Nitta Co., Lid. as of

December 31, 2019 and the related income statement in the period ended December 31,2019

I conducted my audit in accordance with generally accepted auditing standards. In my
opinion, the financial statements referred to above present fairly, in all material

respects, in conforming to generally accepted accounting principles.

YANN COMBAZ

Auditor

Bostik—Nitta Co., Ltd.

4-28, 4-chome, Sakuragawa

Naniwa—ku, Osaka, Japan
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