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‘ Change for Growth ‘

Nissha's business domain
evolves and expands Into
new growth fields

Working to diversify our products and target markets through the evolution of our
printing technologies and entering the global market, Nissha has achieved growth
by expanding our business domain. Today Nissha is expanding our business from our _
main field of consumer electronics (IT) into fields where growth is expected in the ﬁ
global market such as printing-related materials, automotive interior parts and med- ¥

ical devices, aiming to develop a balanced business foundation. We are changing our

name from Nissha Printing to Nissha as we strive to make our next leap forward. i Current president
& Junya Suzuki
1998 Entered the
Company
2007 Assumed post
of President

Third president
Hiroshi Furukawa
1992 Assumed
post of President

Second president

00 3 ik ' Shozo Suzuki
& o) T = & 1959 Assumed
/N(eé"ﬁiaw of ¥ ] i post of President

Founder, first president
Naoki Suzuki
1929 Founded the Company

1960's
First phase of diversification

Promoting new product development while im-
proving printing technology
Expanding product lineup to include transfer foil
and electronic components

1929

Founding
Founded in pursuit of high-quality photographic printing
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Fiscal year 2017.12
Net sales plan 186 billions of yen
(Converted to 12 months)
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Second phase of
diversification

The business domain evolves beyond
the bounds of printing
From Nissha Printing to Nissha

2000's

Globalization

Achieving high growth by entering
the global market

The Nissha brand penetrates the
global market

Making a further leap forward
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Change for Growth

The three-year Fifth Medium-term Business Plan was launched in April 2015 in the aim of achieving
growth by reorganizing our business portfolio. As the reorganization strategy progresses, the Nissha Group
is taking on a different appearance in every aspect, from target markets to technology and employees.

BMComposition of Net Sales by Fields

Before the Fifth Medium-term Forecast after the end of the Fifth Medium-term Business Plan

Target m arkets Business Plan Forecast for fiscal year ending December 31,2017 (12 months)
9 . . Fiscal year ended March 31,
Metalized paper, automotive and medical 2015 results

devices become new mainstay fields

There are plenty of
business opportunities,
however, fields with
severe environmental
M&As are an effective means for reorganizing the business chanes
portfolio. While moving forward with our M&A strategy, we
have expanded our business from our main field of consumer
electronics (IT) into fields where stable growth is expected on a Automotive
global basis such as printing-related materials, automotive inte-

rior parts and medical devices.

Fields with

Net sales stable growth is Net sales
¥118.7 billion expected ona ¥186.0 billion
global basis

Almere Genk
Gent Diren
Cambridge Frankfurt
_l l Waltershausen

Totnes Jj T ;issr; (Kunshan) Precision IMD Mold - Gyeonggi—do
Londuy Innsbruck ﬂ
Kunshan _l

Global Headquarters

Montchanin

_l ™ Kyoto

®Tokyo ®Kameoka

Casalgrasso

Shenzhen L Shanghai Osaka  Koka
Guangzhou —@ LT oo Nagoya Tsu
Hanoi—e@ alpel Kobe Kaga
Hong Kong Himeji
T_ Itami
Bangkok Chiba

Nagano
Kuala Lumpur N &

ARM Group
(Acquired in August 2015)
Genk factory

2 i

Schuster Group (Acquired in October 2016)

Technology

Developing five processing
technologies

Nissha’s processing technology has expanded from
printing to coating, laminating, molding and cutting.

Coating

Printing

Coating

Molding Laminating

Molding Laminating
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Governance

Increasing diversity among
executives

Four out of eight members of our board of directors
are independent directors. Diversity is also increasing
among the vice presidents, who are in charge of busi-
ness execution, including the CEOs of the AR Metalliz-

ing Group, which was acquired and made a subsidiary Sawako Nohara Bart Devos Sam Heleba
in August 2015, and the Graphic Controls Group, which

‘ A > Independent Director, Member of the Senior Vice President Senior Vice President
was acquired and made a subsidiary in September Board Chief Executive Officer, AR Metallizing ~ Chief Executive Officer, Graphic Con-
2016, being named vice presidents. NV, trols Holdings, Inc.

57 locations
around the world

Graphic Controls Group Nissha has 16 locations in Japan, including our

(Acquired in September 2016) Kyoto headquarters, and 41 locations in other
Buffalo factory countries.

®Marketing sales & engineering support

Detroi Buffalo ®Production
etroit

; ®Marketing sales & engineering support /

Sandpoint —l Vicksburg f Gananoque Production
Chicago
—l Boston As of end of September, 2017

J Westborough

San Jose Franklin
Colorado Springs
San Luis Potosi J L San Pedro de Macoris

AR Metallizing Group
(Acquired in August 2015)
Flanklin factory

AMissha Company =
PMX Technologies Mélaga Produtos Metalizados Graphic Controls Group S30 Paulo
(Acquired in February 2015) (Acquired in December 2015) (Acquired in September 2016)

San Pedro de Macorfs factory

Working
abroad

54%

Business locations

Rapid increase in number of overseas offices

End of March,
2017

5133
employees

The number of overseas offices within the Group has grown from 24
as of March 31, 2015 to 41 just two years later as a result of acquiring
overseas companies and making them subsidiaries. The percentage of
overseas production is also increasing and is leading to better resis-
tance to exchange rate fluctuations.

Employee composition

Increasing diversity among employees End of March,

2015

3,596
employees

Working abroad

The number of Group employees has also grown as the numberoflo- W 359 M- 34%

cations has increased, and the composition has changed significantly.
The percentage of employees working in other countries has increased,
and they now account for the majority of our employees. Many of our
female employees are also finding new opportunities.
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| Editorial Policy |

“Nissha Report 2017” is put together as an integrated report consisting of both
financial information and non-financial information related to topics like corporate
governance and CSR.

The purpose is to help our stakeholders, including shareholders and investors, gain a
deeper understanding of Nissha.

The earnings forecasts in this report for the fiscal year ending December 31, 2017
and later are based on the information announced in May 2017.

The latest statements, earnings forecasts and other information is available in the
Investors section of our website.
http://www.nissha.com/english/ir/index.html

In this report, for reference comparison with the past, 12-month base (fiscal year
ending March 31, 2018) is posted as a reference forecast.

More detailed CSR information is available in the CSR Report (PDF) published on our
website.
http://www.nissha.com/english/csr/download.html
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Corporate Philosophy

Nissha has integrated its standards of thought, rules of conduct, and corporate
mission—ideals held in high regard—into a Corporate Philosophy that is greatly valued.

Corporate
Mission

Corporate Mission
We are committed to pursuing a mutually trustful Co-existence with society

through our business activities utilizing a unique technology development,
based on Printing as a core.

Brand Statement
Empowering Your Visien

“Empowering Your Vision” expresses the relationship of Co-existence between Nissha and
our stakeholders. Both we and our customers, shareholders, employees, suppliers, and
society have visions, and we mutually affect each other toward realizing it. We maximize our
capabilities driven by our technology, passion, and leadership, and with the energy infused
in us by our stakeholders, together create value for the future.

Passion e '.. 0...' . .Leadership
.‘.. @ °
.... ....

[ .. [

0@
Our Vision eeeeeccses 0.. Capability @ ® ceeeceeeeece YourVision
@

Technology

Shared Values
Growth Based on Customer Satisfaction

We create new value for our customers and transform it into a driver of growth.

Commitment to Results
We set challenging goals for ourselves and deliver results.

Magnify Leadership

We exhibit leadership and resolve difficulties regardless of division or position.

Diverse Capabilities
We respect diversity that enhances our organizational capabilities and drives growth.

Sustainability Through Integrity

We value individual dignity and conduct fair business as a global corporate citizen.
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Message from the CEO

Nissha’s business domain
continues to evolve and expand.
We have embarked on a new

stage of growth.

/ :

President and CEO
Chairman of the Board

Successful growth investments of Medium-term

Business Plan

The three-year Fifth Medium-term Business Plan was launched
in April 2015 in the aim of optimizing our business portfolio
by acquiring new core technologies. In recent years, we have
concentrated our management resources in the consumer elec-
tronics (IT) field and achieved a high level of growth. However,
this field is marked by increasingly sharp fluctuations in product
demand and dropping prices for products and services, so it is
urgent that we develop growth fields that will be on par with it.
By expanding new business fields where stable growth is expect-
ed on a global scale while at the same time continuing to create
business opportunities in the consumer electronics field, we aim
to develop a balanced management foundation and maximize
corporate value in the medium to long term.

As of the fiscal year ended March 31, 2017, which is the second

year of the Fifth Medium-term Business Plan, the better part
of the investment plan to support optimization of our business
portfolio (¥35,000 million yen for M&A and ¥26,000 million
yen for capital investment during the three years of the Medi-
um-term Business Plan) has already been executed. Although
business results in fiscal year ended March 31, 2017 were tem-
porarily sluggish due to slumping demand for existing products
and the recording of advanced expenses and acquisition-related
expenses associated with the execution of these investments, we
expect a rapid recovery in fiscal year ending December 31, 2017
and beyond as the growth investments generate cash flows. The
main growth investments executed up to this point are provided
on the following page.

Nissha Report 2017 | Message from the CEO | 008



Message from the CEO

Entry into the metalized paper field
(Industrial Materials Business)

In August 2015, the Industrial Materials Business acquired met-
alized paper manufacturer AR Metallizing Group and made it a
subsidiary. Metalized paper is one of the general purpose materials
used for printing high-grade labels and packages and is upstream
from the printing business. In addition to newly incorporating the
manufacture and sale of metalized paper in its business portfolio,
the Industrial Materials Business has gained access to food, bever-
age, consumer products and other products in the global market.

Expansion of business foundation in automotive
interior field (Industrial Materials Business)

In October 2016, the Industrial Materials Business acquired
Schuster, which is involved in plastic molded products used in
automotive interiors, and Back Stickers, which is involved in
decorative film, in Europe along with their group companies
and made them subsidiaries. With this, the Industrial Materials
Business has acquired a new production base in the Europe-
an region, which is important to the automotive market, to go
along with existing bases in North America, Mexico and South-
east Asia. It has also gained new decorative technology and the
strong sales channel in Europe of these groups, expanding its
business foundation in the automotive field.

Entry into the medical devices field
(Life Innovation Business)

In September 2016, we acquired US-based Graphic Controls
Group, a medical devices and consumables manufacturer, and
made it a subsidiary.

Entry into the metallized paper field

Expansion of business foundation in automotive interior field

This company produces and sells its own brand of products to
medical institutions and engages in contract production for ma-
jor medical devices manufacturers in North and Central America
and Europe. By acquiring the Graphic Controls Group, we were
able to make a full-scale entry into the medical devices field. We
established our fourth new business, the Life Innovation Busi-
ness, around the Graphic Controls Group.

Landing of new large-scale orders
(Devices Business)

In the Devices Business, we expedited product development in
preparation for large-scale orders and made capital investments
to expand our production capacity. The new Tsu Plant (Mie) was
added to our existing main plants (Himeji Plant in Hyogo and
Kaga Plant in Ishikawa) to establish a three-plant system.

For the most part, reorganization of our business portfolio
utilizing growth investment is going as planned. As such, we ex-
pect to achieve the initial target for net sales in the final year of
the Fifth Medium-term Business Plan.

Moreover, beginning in fiscal year ending December 31, 2017,
we changed the end of the period from March 31 to December
31 to unify our fiscal years throughout the Group on a global
basis. Fiscal year ending December 31, 2017 will be a transition-
al year consisting of the nine-month period from April 1, 2017
to December 31, 2017. Due to large-scale orders in the Devices
Business and contribution of the business results of acquired
companies, net sales in fiscal year ending December 31, 2017
are expected to be the highest ever at ¥140,000 million (con-
verted to 12 months, net sales are expected to be ¥186,000 mil-
lion as shown in the figure on the right).

Entry into the medical devices field
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Well-planned investments enables target achievement of medium-term business plan

(Millions of Yen) M Existing fields [ New fields by M&A

Target of the Fifth

200000 186,000
170,000
150,000
z 119,222 115,802
7 100,000
wv
o
m
&
50,000
0
2016.3 2017.3 2018.3 Forecast (Reference)
12 months
o ORvenuwmne M&A Contribute
'9' A Nissha Comparny ‘
= @ Graphic Controls Contribute
2 ANissha Comgany H
I .
M&A Contribut
5’ SCHUSTER ‘ ontribute
3 AMissha Company
= New order in Devices Contribute

Medium-term
Business Plan
(Including M&A)

(Not including M&A)

[Reference]

We changed the end of fiscal period.
Fiscal year ending December31, 2017
will be a transitional year consisting of
the nine-month period from April 1,
2017 to December 31, 2017.

For the consolidated financial results
for the fiscal year ending December 31,
2017, we expect net sales of ¥140,000
million, operating income of ¥5,500
million.

From Nissha Printing to Nissha

Working to diversify our products and target markets through
the evolution of our printing technologies and entering the glob-
al market, we have achieved growth by expanding our business
domain. As can be seen in key Nissha products such as transfer
foil and touch sensors, the evolution of our printing technology
is marked by a fusion of printing with other elements like lam-
inating, coating, molding, and cutting. Today Nissha is working
to expand our business from our main field of consumer elec-
tronics into fields where growth is expected in the global market
such as printing-related materials, automotive interior parts and
medical devices, stepping into a new stage of growth.

In this way, our Group’s business continues to evolve and ex-
pand beyond the bounds of printing, so we changed our compa-
ny name from Nissha Printing to Nissha as of October 6, 2017.
Nissha is our corporate brand, which has been familiar to our
customers, shareholders, suppliers and local communities for
many years, and today we are known widely around the globe.

On the occasion of our name change, we will aim to achieve
a further leap forward. | would like to take this opportunity to
thank all our stakeholders for your continued support as the
Nissha Group looks ahead to future growth.

l Key Points of Fifth Medium-term Business Plan (FY2016.3-FY2018.3) |

Medium-term Vision

We will acquire and merge new core tech-
nologies into printing technologies and com-
pletely reorganize our business portfolio in

portfolios

Five Basic Strategies

Reorganization of product/market

our products or enter new markets by
incorporating processes upstream or

global growth markets

Numerical Targets (FY2018.3)

Consolidated net sales:
¥150 billion (not including M&A )
¥170 billion (including M&A)

2

Consolidated operating income: ¥12 billion

ROE: 10% or higher
ROIC: 8% or higher

At least 35% of sales ratio from new busi-

ness/product development

By enhancing our product lineup and
entering markets where growth is
expected on a global basis, we will end
our overdependence on specific prod-
ucts and markets.

Withdrawal from unprofitable
fields

With discipline, we will make the deci-
sion to shrink or withdraw from busi-
nesses and products determined based
on analysis of the business market to
be unlikely to turn a profit and redis-
tribute our management resources in
fields more likely to grow.

Promotion of vertical integration in
supply chain
We aim to improve the added value of

downstream of our products.

Incorporation of new core
technologies

We will accelerate new product devel-
opment by combining the technologies
we have cultivated while at the same
time enhancing our core technologies.

Achievement of growth through
M&As

We will actively utilize M&As to swiftly
implement acquisition of new markets,
promotion of vertical integration and
acquisition of new core technologies.
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Message from the CFO (Financial Strategy) ‘

In fiscal year ending December 31, 2017/,
financial results are expected to recover rapidly.
We aim to improve our financial structure
and capital efficiency.

Director, Member of the Board
Senior Executive Vice President
Chief Financial Officer

Hayato Nishihara

In fiscal year ended March 31,
2017, business results were
sluggish, but progress was
made on reorganization and
cost restructuring

In fiscal year ended March 31, 2017,
the results were disappointing, with net
sales of ¥115,802 million (a decrease of
3.3% year on year), an operating loss of
¥3,904 million (compared to operating
income of ¥10,546 million the previous
year), an ordinary loss of ¥4,914 million
(compared to ordinary income of ¥9,238
million the previous year) and a net loss
attributable to parent company owners of
¥7,408 million (compared to net income
attributable to parent company owners
of ¥6,896 million the previous year). The
main factors behind the operating loss
were that product demand (for tablets) in
the Devices Business fell substantially be-
low expectations as well as the recording
of advanced expenses for new large-scale
projects amounting to roughly ¥3,000
million in the Devices Business and tem-
porary expenses related to an acquisition
amounting to roughly ¥1,600 million.

In addition to the above, the yen was
higher in the average exchange rate for
the full year than in the initial forecast,
resulting in foreign exchange losses, and

the recording of a loss on valuation of
investments securities and the impact
of tax-effect accounting resulted in an
ordinary loss and a net loss attributable
to parent company owners, dragging the
results down even further.

An assessment of the fiscal year ended
March 31, 2017 results by business is
provided below.

Industrial Materials Business

Net sales in the Industrial Materials
Business increased 21.0% year on year
to ¥47,971 million thanks to inclusion of
leading global metallized paper manu-
facturer AR Metallizing Group, acquired
in August 2015, in the full-year results.
Operating income is still insufficient, due
in part to the impact of goodwill amor-
tization related to the acquisition, but it
was in the black at ¥620 million. This was
a result of progress made on cost restruc-
turing, including making the Tsu Plant the
production facility for Devices, consoli-
dating the domestic production system at
the Koka Plant and withdrawing from the
unprofitable notebook PC field business.
Going forward we will work to expand our
business in fields of decorative field for
automotive interiors, and metallized pa-
per which are core fields.

Devices Business

As previously mentioned, product de-
mand (for tablets) in the Devices Business
fell substantially below expectations. As
a result, net sales fell 24.4% year on year
to ¥47,835 million. In addition to the
decrease in net sales, advanced expens-
es of roughly ¥3,000 million associated
with orders for new large-scale projects
were recorded, resulting in an operating
loss of ¥157 million. In fiscal year end-
ing December 31, 2017, the new large-
scale projects will transition to the mass
production phase, so both net sales and
income are expected to recover rapidly.

Life Innovation Business
The Life Innovation Business is a new

business that deals with medical devices
and related fields. In September 2016,
we acquired US-based Graphic Controls
Group, a medical equipment manufac-
turer, and made it a subsidiary. It is posi-
tioned as the core of the Life Innovation
Business.

In fiscal year ended March 31, 2017,
four months of results from the Graph-
ic Controls Group were included in the
consolidated results, bringing net sales
to ¥5,391 million. As mentioned above,
there were temporary expenses related
to the acquisition, resulting in an oper-
ating loss of ¥1,311 million. In fiscal year
ending December 31, 2017, the Graphic
Controls Group will contribute to full-year
results, so net sales are expected to in-
crease substantially. Moreover, there will
be no temporary expenses related to the
acquisition, so it will contribute to results
from the standpoint of income as well.

Information and Communication
Business

In the Information and Communica-
tion Business, due in part to sluggish
demand of printed media, net sales fell
14.1% year on year to ¥14,354 million,
resulting in the recording of an operating
loss, albeit a small one, of ¥93 million.
However, as with the Industrial Materi-
als business, progress has already been
made on cost restructuring in the Infor-
mation and Communication business,
so a recovery in net sales is expected to
restore business results.

As outlined above, the results in fiscal
year ended March 31, 2017 were dis-
appointing, but progress was made on
efforts to contribute to the achievement
of the Medium-term Vision to “acquire
and merge new core technologies into
printing technologies and completely re-
organize our business portfolio in global
growth markets” as set forth in the Fifth
Medium-term Business Plan through the
execution of the M&A strategy and cost
restructuring in unprofitable fields.
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In fiscal year ending December 31,
2017, the launch of mass production for
large-scale orders in the Devices Business
and the business results of acquired sub-
sidiaries will contribute to the full-year
financial results. As such, despite the fact
that it is only a nine-month period, net
sales are expected to reach their highest
ever, and financial results are expected to
recover rapidly.

Aiming for Sustainable Growth

As for the most recent financial con-
ditions, our total assets have increased
substantially thanks primarily to the
acquisition of the AR Metallizing Group
in fiscal year 2016 and of the Graphic
Controls Group and the Schuster Group
in fiscal year ended March 31, 2017.

As of the end of March 2017, 41.2% of
the ¥20,000 million euro-denominated
convertible bonds issued in March 2016
to cover the funds for these M&As have
been converted, perhaps in part because
the stock price after issuance has been
trending above the conversion price. This
has led to strengthening of our capital,
but recording of deficits has ended up
canceling out that effect, so the equity
ratio as of March 31, 2017 was 40.7% (a

4.2% decrease year on year).

The primary focus of the financial
strategy within the Fifth Medium-term
Business Plan is to engage in financial
management that balances safety (e.g.,
equity ratio) and capital efficiency (e.g.,
ROE). In the Fifth Medium-term Business
Plan, the target equity ratio for the final
year is at least 50%, so improvement
needs to be made as soon as possible.

In fiscal year ending December 31,
2017, financial results are expected to
recover rapidly. We will work to maximize
the cash flow generated and improve the
financial structure. At the same time, |
hope to utilize the generated cash flow
for the new growth investment funds
for the new Medium-term Business Plan
(Sixth Medium-term Business Plan) that
will begin in January 2018. In light of
these circumstances, we plan to keep
annual dividends for fiscal year ending
December 31, 2017 at 30 yen, the same
as the same period of the previous year.
Thank you for your understanding.

Unification of Fiscal Period on
a Global Basis

Through the aggressive M&A strategy
we have been implementing, the number

of overseas consolidated subsidiaries has
increased, so we are required to promote
more unified management than before
and disclose financial results and other
information in a timely and appropriate
fashion to improve the transparency and
quality of management operations.In
order to respond accordingly, we will be
changing and unifying the fiscal period
of the Group so that it ends on Decem-
ber 31 every year instead of March 31
beginning in fiscal year ending Decem-
ber 31, 2017. This will occur during fiscal
year ending December 31, 2017, so the
year will begin on April 1, 2017 and end
on December 31, 2017 for a total of nine
months.

We have consistently held the belief
that becoming a company with stable,
high profits through the achievement
of the vision set forth in the Fifth Medi-
um-term Business Plan is precisely what
will lead to improved shareholder value.
| believe that this is the only way to con-
tinue with stable dividends to reward our
shareholders for their support and meet
the expectations of our stakeholders.

ey e

P —— —
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Business Description

Nissha Is engaged In the four
ndustrial Materials, Devices,
and Information and Commun|

Industrial Materials

In the Industrial Materials segment, the Nissha Group mainly
offers proprietary technologies that enable to create add-
ed value on the surfaces of various materials. IMD and IML,
which facilitate simultaneous in-mold decoration and design
of plastic products, are extensively adopted in automotive
interior components, home appliances, and smartphones in
global markets. Also, our metallized paper, which unites the
properties of metallic luster and printing friendliness, has the
largest market share in the industry as a packaging material
for beverages and foods on a global basis.

Devices

In the Devices segment, the Nissha Group produces devices
that pursue precision and functionality, including its core
products, the FineTouch touch input device. The FineTouch
is adopted mainly in smartphones, tablets, mobile game
consoles, industrial equipment and automotive components
in global markets. In addition, the Nissha Group offers gas
sensors that can detect gas conditions, along with other
products.
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¥ Composition of Net Sales by
Business (FY2017.3)

Information and Others 0.2%

businesses of -
Life Innovation,

Industrial
Materials

Net Sales

cation.

¥115,802
Million

Devices

Life Innovation

The Life Innovation segment is a newly established business
segment in which Graphic Controls group, a medical devices
and consumables manufacturer headquartered in the USA,
acts as a core company to offer high-quality and value-add-
ed products in medical devices and consumables and other
related fields to contribute to healthy and affluent life. Main
products of this segment are disposable electrodes and sur-
gical instruments for medical institutions. Graphic Controls
group currently manufactures and sells its own brand prod-
ucts to medical institutions and also provides contract manu-
facturing services for major medical device manufacturers in
the North and Central America and Europe.

Information and Communication

In the Information and Communication segment, the Nis-
sha Group offers its customers a wide range of professional
products and services such as publication printing, commer-
cial printing, sales promotion, web solutions, and digital ar-
chiving, thereby assisting a host of marketing strategies and
communication strategies relating to advertising and sales
promotion.
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‘ Business Description #01 ‘ Industrial Materials ‘

Our reorganization strategy is a major

turning point.

The field of decorative for automobiles
materials and metalized paper has grown
into a driver of the business.

Executive Vice President
General Manager of Industrial Materials
Business Unit

Hisayuki Ito

Reorganization of the target
markets and expansion of the
product lineup are the challenges

The Industrial Materials Business features
proprietary technology for giving added value
to the surface of various materials. In-mold
decoration (IMD), which involves adding dec-
oration simultaneously as plastic is formed,
and in-mold labeling (IML) are used widely in
the global market, including automotive inte-
riors, home appliances and smartphones. Our
metallized paper, which unites the properties
of metallic luster and printing friendliness, has
the largest market share in the industry as a
packaging material for beverages and foods on
a global basis.

From the 1990s to the 2000s, the Industri-
al Materials Business achieved rapid growth,

boosted by overwhelming demand in the
consumer electronics field, including mobile
phones and notebook PCs. However, since
the global financial crisis precipitated by the
Lehman Brothers’ bankruptcy in 2008, prod-
uct demand in this field has been increasingly
volatile, and price reductions have become the
norm. Additionally, the business environment
has continued to be harsh for the Industrial
Materials Business, which has been driven
by decorations for cover parts, with mobile
phones transforming into smartphones and
tablets increasing their presence in the field of
notebook PCs.

In response to these changes in the busi-
ness environment, we are currently rolling out
a strategy in the Industrial Materials Business
Unit that emphasizes business stability. The key
elements of our strategy include reducing our
over-dependence on the consumer electronics
industry and expanding into markets like au-
tomotive and home appliance materials where
stable growth is expected, developing a global
supply chain according to the characteristics
of target markets, and incorporating printing
materials and equipment, which are upstream
from printing and decoration, into our business
domain to establish a printing-related materi-
als field that is more generalized than decora-
tive products. The Fifth Medium-term Business
Plan (FY2016.3 - FY2018.3), which started in
April 2015, covers an important period in which
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we will move to quickly and steadily implement
this strategy and finish the reorganization of
our target market and product portfolio.

Fields of automotive decoration
and printing-related materials to
become pillars of the business

In fiscal year ended March 31, 2017, the
fields of automotive decoration and print-
ing-related materials (metalized paper field)
drove the business results. In the field of dec-
orative materials, we will complete our with-
drawal from the notebook PC market, which is
declining in profitability, and are promoting the
rebuilding of our supply chain on a global basis
to achieve growth in the automotive market,
which we have designated as a key market.

In October 2016, we acquired Schuster,
which manufactures and sells plastic molded
products used in automotive interiors, and
Back Stickers, which manufactures and sells
decorative film, in Germany along with their
group companies and made them subsidiaries.
The supply chain for automobiles tends to be
distributed in territories near major markets
around the world, so we have been expanding
our production facilities one at a time in South-
east Asia, the United States, Mexico and other
territories according to such market charac-
teristics. With this latest acquisitions, we have
simultaneously acquired production and sales

facilities in the European region, which is im-
portant to the automotive market.

Meanwhile, the printing-related materi-
als field is a new business field for us, which
was created when we acquired leading global
metalized paper manufacturer AR Metallizing
Group in August 2015 and made it a subsidiary.
Metalized paper is a general purpose material
upstream of and closely related to the printing
business and is used in stable markets such as
food, beverage, consumer products and other
products, so it is expected to continue making
a robust contribution to our business results. In
fiscal year ended March 31, 2017, the results of
the AR Metallizing Group were included in the
consolidated results of the Industrial Materials
Business for the full year, growing into a pillar
of the business on par with the decorative ma-
terials field. Decorative materials for automo-

Trends in Net Sales by Field
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biles and printing-related materials account for
roughly 70% of sales in the Industrial Materials
field, evidencing the progress made on our
strategy of reorganization.

In fiscal year ending December 31, 2017,
we will advance our strategy of reorganization
centered on the fields of decorative materials
for automobiles and printing-related materials
and, in the aim of further improving business
profitability, we will strengthen our quality
management system and promote the devel-
opment of an optimal production system.

The aim of the Industrial Materials Business
is to drive company-wide performance as a
core business on the same level as the Devices
Business, promoting business development
with both the decorative materials field cen-
tered on IMD and IML and the printing-related
materials field centered on metalized paper.

12 months
(Reference)
M Automotive
51 ’700 9 months
38.600 I Notebook PC
6 Mobile Phone

Home Appliance

|| M Others

Forecast Plan
(Reference)

We have changed a method of translating performance of overseas subsidiaries and others from FY2017.3 (spot rate — average
rate). In this graph, the figures of FY2016.3 is the results by the method before change (Not reflected the retroactive application).
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‘ Business Description #02 ‘ Devices ‘

Financial results will recover rapidly in fiscal
year ending December 31, 2017/ thanks to

new large-scale orders.

We are moving hastily ahead with efforts to
enhance our product lineup and expand our
target markets for sustainable growth.

P

Executive Vice President
General Manager of Devices Business
Unit

Daisuke Inoue

Highly competitive
capacitive-type touch sensors

The main product in our Devices Busi-
ness is our precise and functional Fine-
Touch touch sensor. Our product is used
widely in tablets, smartphones, game
consoles, industrial equipment and other
such devices in the global market.

Since the 1980s, we have been work-
ing to develop film-based touch sensors,
applying the printing technology we
have cultivated over the years to form
transparent conductive patterns on
transparent film. We have expanded our
business domain by continuously work-
ing to develop cutting-edge products,

launching resistive-type touch sensors
in the 1990s and capacitive-type touch
sensors in the 2000s.

More recently, in 2012, we successfully
developed capacitive-type touch sensors
using a photolithography process, and
we began supplying competitive touch
sensors corresponding to market trends,
such as ones with advanced optical char-
acteristics and ultrafine patterning while
still featuring thin, light and durable film.
Our production system is built around
three plants to handle the vigorous de-
mand: Our Himeji Plant in Hyogo, our
Kaga Plant in Ishikawa and our Tsu Plant
in Mie, all of which possess world-class
production and quality control capabili-
ties.

Acceleration of new product
development and expansion of
target markets

Our current challenge is an overdepen-
dence on a business domain, that is to say
a product and target market, in a specific
field. Our capacitive-type touch sensors
made using a photolithography process
account for the majority of our net sales,
while the target market is the consumer
electronics market, which is marked by
heavy fluctuations in product demand
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and short product life cycles.

For that reason, the Fifth Medium-term
Business Plan (FY2016.3 - FY2018.3)
launched in April 2015 calls for promot-
ing development of new products to
succeed touch sensors and expansion
of other markets besides the consumer
electronics market, including industrial
equipment, medical treatment, health-
care, housing and automotives.

Promising new products include our
force sensors that detect strength and
weakness of the pressure being applied,
our gas sensors that detect exhaled air
and other gases and our wireless sensor
network products developed in anticipa-
tion of future growth of the loT (Internet
of Things) market.

To expand our target markets, we will
need to secure new sales channels and
continue developing a supply chain tai-
lored to target market characteristics and
customer needs, including promoting the
supply of products in the form of mod-
ules that combine touch sensors, our
main product, with cover glass, displays
and other peripheral components. In fis-
cal year ended March 31, 2017, we saw
specific results in line with our strategy,
including acceptance of orders for game
console and industrial equipment touch
sensors as module products paired with

peripheral components. Consolidated
sales in the field of devices for game con-
soles and industrial equipment grew sub-
stantially compared to fiscal year ended
March 31, 2016.

Business results in fiscal year ending
December 31, 2017 are expected to re-
cover significantly as new large-scale
orders transition to the mass production
phase. Production capacity increased
greatly thanks to capital investments
made in fiscal year ended March 31, 2017,

Trends in Net Sales by Field

(Millions of Yen)
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so we have already finished our prepa-
rations to respond to vigorous demand.
However, we believe that the period in
which our main product is going strong
is precisely the time to quickly and pre-
cisely execute our next growth strategy.
We hope to increase the depth of our
business, accelerating new product
development and expanding the target
markets while being sensitive to ev-
er-changing market needs.

12 months
(Reference)
99,400
B Smartphone,
9 months tablets and others
76,000 M Gaming consoles,
industrial
equipments and
others
47,835
I Gas Sensor
2017.3 20183 201712
Forecast Plan
(Reference)

We have changed a method of translating performance of overseas subsidiaries and others from FY2017.3 (spot rate — average
rate). In this graph, the figures of FY2016.3 is the results by the method before change (Not reflected the retroactive application).
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‘ Business Description #03 ‘ L|fe |nnovati0n ‘

% The photo is an image

nlp]

Full-scale entry into the medical devices
fleld through acquisition.

We are working to expand our business
domain into the medical market using the
Graphic Controls Group as a stepping stone.

Executive Vice President
General Manager of Life Innovation
Business Unit

Daisuke Inoue

New business seeking to
contribute to healthy,
fulfilling lifestyles

The Life Innovation Business is a new
business that aims to contribute to
healthy, fulfilling lifestyles by providing
high-quality, high value-added products
in the medical equipment and related
fields.

In September 2016, we acquired US-
based Graphic Controls Group, a medical
devices and consumables manufacturer,
and made it a subsidiary. With this, we
acquired a product line in the medical
devices field and a global sales channel.
This company produces and sells its
own brand of products and engages in

contract production for major medical
equipment manufacturers in North and
Central America and Europe. The Graphic
Controls Group was founded in 1909 as
a printing company involved in indus-
trial recording paper. Through product
development and market cultivation, it
has since established a market position
within the medical devices field. Today
it continues its business of printing
medical and industrial recording paper,
tickets and other materials. Its start as
a printing company and path of growth
through diversification and reorgani-
zation of its business mirrors our own
history of growth. There are also many
things in common when it comes to our
core technologies. For example, the main
products such as disposable electrodes
and surgical instruments for medical
institutions feature processing technol-
ogies like electrode pattern forming and
precision injection molding.

Full-scale entry into the medical
equipment field

Our Fifth Medium-term Business Plan
(FY2016.3 - FY2018.3) sets forth a Medi-
um-term Vision of reorganizing our busi-
ness portfolio. In addition to breaking free
from our over-dependence on the con-
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sumer electronics field, which is marked
by rapid changes in the business environ-
ment, it aims for expansion into business
fields of a different nature where there
will be long-term stable growth on a glob-
al scale. From this standpoint, we have
made medical devices and consumables
a key field and have engaged in relevant
research and investigative activities.

It is against this backdrop that the
Graphic Controls Group was acquired and
made a subsidiary, and it has become a
core business company in the Life Inno-
vation business. The Graphic Controls

About Graphic Controls

Group contributed to consolidated re-
sults for four months in fiscal year ended
March 31, 2017, and it opened a Kobe
research office within the KOBE Biomed-
ical Innovation Cluster in Japan for the
purpose of studying business opportuni-
ties in the medical devices field. In these
and other ways, we have proceeded with
preparations for full-scale entry into the
medical equipment field. In fiscal year
ending December 31, 2017, the Graphic
Controls Group will contribute to full-
year business results, so the net sales of
the Life Innovation business are expected

1909

December 2016)

REERCN @PIN[MIEN “Net Sales 15,246 millions of yen EBITDA 2,705 millions of yen (EBITDA
Ratio: 13.6%) *¥110/$

Main Bases

USA (Headquarters, sales, production), Canada (Sales), UK, Germany, Austria, France
(Sales, production), Dominican Republic (Production), Belgium, Poland (Sales)

Approximately 1,010 (As of March 2017)

Medical Devices, Business Media

Composition ratio of Sales in the medical devices field

M OEM products : Approx.75% M Own brand pro
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to increase substantially. In April 2017
we obtained a Type 2 Medical Devices
License and put together the quality and
safety control system necessary for de-
veloping our medical devises and cnsum-
ables business in Japan. In the months
and years ahead, we will roll out the
medical devices business of the Graphic
Controls Group in Japan and fuse its tech-
nology with our core technologies to de-
velop new products. We believe that the
Life Innovation business will contribute to
healthy, fulfilling lifestyles as our fourth
business unit.

Net sales
2017.3 : consolidated 4 months
201712 : consolidated 9 months

(Millions of Yen)
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‘ Business Description #04 ‘ Information & Communication ‘

We aim to improve profitability
by expanding the size of

our business.

Nissha Printing Communications, Inc
Representative Director

Shunji Murase

Providing total support for the
communication strategies of
our corporate customers

The Information and Communication
Business supports the marketing strat-
egies and the general communication
strategies of our customers, like adver-
tising and sales promotions. We do this
by offering a wide range of products and
services, including printing for publishing,
printing for business, sales promotions,
web-based solutions and digital archives.

The origins of our business lie in
high-quality photographic printing. At
the time of our founding, we found a new
way in the uncharted field of high-quality
photographic printing and became widely
known as the company to go to for such
printing. Our high quality manufacturing

capabilities we cultivated in producing
painting and photograph collections,
which require advanced color reproduc-
tion, were later expanded into the fields
of commercial printing and sales promo-
tions, and in recent years we have begun
providing broad support for various com-
munication-related challenges faced by
our customers by combining our offerings
with new media like web solutions.
However, the business structure has
not changed significantly as print media,
including publishing and commercial
printing, still accounts for the bulk of our
net sales. The market of the Information
and Communication Business is Japan,
but the market for print media itself,
which is also called paper media, is on
the decline due to limiting and stream-
lining of corporate advertising expenses
and the transition to digital media such
as the Internet and social media. As
such, fierce competition for orders has
resulted in continued declines in prof-
itability. To improve the profitability of
the business, we believe that in addition
to cost restructuring, it is important to
increase sales by expanding our lineup of
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products and services that offer higher
customer satisfaction.

Aiming for higher business
profitability by expanding sales

Under our Fifth Medium-term Busi-
ness Plan (FY2016.3 - FY2018.3), which
was launched in April 2015, we have
promoted more precise management of
profitability at the project level and cost
restructuring through reduction of man-
ufacturing and variable costs.

On July 1, 2015, our Information and
Communication Business was split off
into Nissha Printing Communications.
Since the split-off, our sales depart-
ment has been more closely managing
profitability at the project level, and our
production department has developed
a production system that flexibly adapts
to fluctuations in demand. In these and
other ways, the speed of our business
management continues to improve.
Moreover, in April 2016 we began a pro-
duction tie-up with Kyodo Printing, who
is the major player in the industry. Out-
sourcing of mass production of projects
we have landed to Kyodo Printing has
begun in earnest. The companies will
develop a production system optimized
according to demand, establish a quality

control system and promote further col-
laboration in purchasing activities and
distribution operations.

In fiscal year ending December 31,
2017, we will continue our cost restruc-
turing efforts and aim to improve profit-
ability by expanding the size of our busi-
ness or, in other words, restoring sales.
Our sales department must accurately
identify customer demand.

At the same time, we must enhance

Trends in Net Sales by Field
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our lineup of products and services to
meet that demand. We believe that en-
suring customer satisfaction through
various products and services and cre-
ating profits by increasing sales will
contribute to company-wide business
results. This includes expanding our line
of high-quality products that utilize ad-
vanced printing technology and bringing
solution-oriented services designed to
solve customer challenges to market.
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Technology and new product development

Through the fusion of our business
we aim to provide new value that

Nissha’s business domain
includes all kinds of processing

Nissha was founded as a printing
company, but as we have diversified our
business, we have incorporated new
technologies. Nissha technology today
extends beyond “Printing technologies”
covering ultrafine wire patterning to
“Coating technologies” such as deposi-
tion, “Laminating technologies” such as
pasting and transferring, “Molding tech-
nologies” such as injection molding and
forming, and “Cutting technologies” that
make precise punching possible. While
these core technologies may be recog-
nized as applied printing technologies,
we believe it is more appropriate to group
them under the broader concept of “Pro-
cessing technologies”.

Processing technology is the collective
name we give to technology that creates
some kind of added value by combining
different materials and methods and is
different from assembly, which simply
entails putting parts together. By ex-
panding the materials and methods we
use, we have been transforming from a
printing company into a processing man-
ufacturer. | believe that enriching our pro-
cessing technology will drive our growth.

The appeal of a processing manufac-
turer lies in the creation of unprecedent-
ed new value by changing combinations
of materials and methods. At the same
time, the weakness of a processing man-
ufacturer is that anyone can imitate you
if they just procure the same materials
and methods (equipment). As such,
the key to establishing a competitive
advantage is having the technology for
integration, allowing the combination
of materials and methods and bringing
some kind of originality to it. This is our
definition of fundamental technology.
Our fundamental technology can be bro-
ken down into the categories of “material
design/evaluation” and “mechatronics”.

To create new value, we have estab-
lished the Nissha Technology Vision,
which calls for understanding market
demand and skillfully utilizing and ap-

plying our seven core technologies (five
processing technologies and two fun-
damental technologies) to give shape to
original Nissha products and services.

Creating value to meet market
demand

The Nissha Technology Vision shown
in the figure on the right is a visual rep-
resentation of the overall flow of how we
listen to customer feedback, adapt our
core technologies to already emerging
market demand and provide new value
that only Nissha can. The essence of
technological development is to propose
value from the customer’s perspective
such as manufacturing at dramatically
lower costs or with processing accuracy
that is an order of magnitude higher by
combining the core technologies we pos-
sess. It is not creating demand that does
not exist out in the world by drawing at-
tention to our technology. It is ultimately
the market or customer that determines
value, so it is important that the product
creates value that means something to
the market and our customers.

| believe Nissha has the potential to
continually provide the world with unpar-

Director, Member of the Board
Senior Executive Vice President
Chief Technology Officer
Senior Director of Product and
Business Development Office

Takao Hashimoto

alleled technology if we keep taking up
challenges utilizing the accumulation of
processing technologies and the support-
ing fundamental technologies. As CTO, |
am committed to fully promoting this and
doing so in the timeliest fashion possible.

7 Core Technologies

Processing Technology
o/ Printing : Mass production of a materi-
(o al with the same shape and quality

Coating : Formation of a thin mem-
brane on paper or film

Laminating : Formation of a material
with two or more layers

Molding : Formation of various shapes

Cutting : Precise punching of fragile
materials

Fundamental Technology

Material Design and Evaluation : Design
Wll | and evaluation of materials and compo-
nents optimal for processing technologies

=
ey
oy
A\

Mechatronics : Specialized mechanical
and electrical engineering for actualiz-
ing processing technologies

S,
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Vice President

Chief Strategy Officer
Director of Corporate
Strategy Planning

Wataru Watanabe

Fusion of business and
technology strategies

The three-year Fifth Medium-term
Business Plan was launched in April
2015 and calls for Nissha to “acquire
and merge new core technologies into
printing technologies and completely re-
organize our business portfolio in global
growth markets”. The reorganization
of our business portfolio is designed to

Nissha's 7 Core Technologies

Market Needs

create overall balance by continuing to
grow our business in the rapidly chang-
ing consumer electronics (IT) field while
also expanding into fields where stable
growth is expected. When the business
strategy aims to expand into fields other
than IT, the technology strategy must
acquire the skills and resources neces-
sary to achieve that expansion. Fusing
our business and technology strategies
allows us to create a new product devel-

Material Design and Evaluation

‘Printi&

Cutting Coating

Materials <

N \ﬂ
Molding Laminating

Mechatronics

Products

and technology strategies,
only Nissha can deliver.

opment strategy that outlines what we
will focus on and enables us to narrow
down where we will differentiate our-
selves from our competitors accordingly.
At the root of this is the Nissha Tech-
nology Vision, which is based on market
demand.

Nissha achieved business globalization
riding the wave of growth in the IT field
that emerged in the latter half of the
1990s. Today, we are working on diver-
sification of our business (products and
markets) while shifting the focus of our
growth efforts to other fields. Nissha’s
value proposals and the way we capture
market demand are also changing.

Up until now, the IT field has been our
main theater of operations, and we have
captured demand by focusing on value
proposals based on miniaturization and
thinner design. In other words, in the IT
field, if you can make the product even
0.1 mm smaller or thinner, customers
will rate it highly, and Nissha’s value
proposals targeted that demand.

On the other hand, under the Fifth
Medium-term Business Plan, we have
been expanding into the three fields of
automotive, medical devices and print-
ing-related materials as new key fields
to provide balance with the IT field.
Customers in these three fields tend to

Customers
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Technology and new product development

emphasize durability, reliability, safety
and peace of mind over having smaller,
thinner products. As such, we have to
identify what added value to deliver to
the customer and what specs they are
looking for.

Means of new product
development

If entering a new field with no knowl-
edge of the market and no ability to as-
sess demand or the required technology,
going into it with only your own tech-
nological developments would increase
the uncertainty. For Nissha to attempt
to create new market demand in such

unknown territory is even more difficult.
We believe that incorporating a business
foundation through M&A is effective
for entering a new field. Developing a
business around a single need or tech-
nology is impractical, so we believe that
it is necessary to assimilate clusters of
needs, technical foundations and cus-
tomer bases from the outside and accu-
mulate in-house technology based on
them. Consistency with the Nissha Tech-
nology Vision for the future is necessary
in this case as well.

From the standpoint of business
strategy, we emphasize the method
of capturing a step up through M&A
and then taking the next step on a sol-

Construction of Nissha Innovation Center Kyoto
in Global Headquarters premises aiming to create new value

id foundation rather than making the
uncertain attempt of creating demand
from scratch. If the mission and means
expected for new product development
do not line up, development will be very
random, so you cannot expect sustain-
able growth. It is important to allocate
resources to highly practical means ac-
cording to the mission.

The purpose behind my involvement
in new product development as CSO is
to promote fusion between our business
and technology strategies, and we hope
to obtain the best results through opti-
mal resource allocation from a compa-
ny-wide perspective.

Image of completed facility

Nissha has built a research and technology development base in the premises of its Global Headquarters (Kyoto), pro-
visionally named Nissha Technology Center Kyoto. Full-scale construction work started in January 2017 toward scheduled

completion in February 2018.

Nissha Innovation Center Kyoto will be an urban hub of research and technology development for the approximately 500
researchers and engineers employed at various locations within the Global Headquarters. The environment-friendly, highly
versatile, and sophisticated facility seeks to speed up development of new products and businesses and create new value for

customers.

Nissha Innovation Center Kyoto is set to consolidate the advanced research and technology development assets of the Nis-
sha Group toward realizing the Nissha Technology Vision. Through the fusing of Nissha’s core technologies with new tech-
nologies, Nissha intends to continue its efforts in innovation from the customer’s perspective and create new value in global

markets.
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Executive Board

Directors, Member of the Board

Junya Suzuki, MA

«President and CEO
eChairman of the Board

Tamio Kubota, MBA

eIndependent Director, Member of
the Board

Takao Hashimoto

eDirector, Member of the Board

eSenior Executive Vice President

«Chief Technology Officer

«Senior Director of Product and
Business Development Office

eDirector of Medical Management
Office

Kenji Kojima, MBA
eIndependent Director, Member of
the Board

Audit and Supervisory Board Members

Hayato Nishihara

«Director, Member of the Board

«Senior Executive Vice President

«Chief Financial Officer

«Senior Director of Human Resources,
General Affairs and Legal Affairs

Yoshiharu Tsuji

eDirector, Member of the Board

Sawako Nohara

eIndependent Director, Member of
the Board

Kazuhito Osugi, MBA

eIndependent Director, Member of
the Board

Hitoshi Konishi

*Audit and Supervisory Board
Member

Yasuro Nonaka

*Audit and Supervisory Board
Member

Attorney-at-law

Yusuke Nakano,
Certified Public
Accountant

eIndependent Audit and Supervisory
Board Member

Shigeaki Momo-o,

«Independent Audit and Supervisory
Board Member

027 | Nissha Report 2017 | Executive Board



Vice Presidents and Corporate Officers

Takuji Shibata

«Executive Vice President

«Chief Production Officer

«Senior Director of Total Quality
Management Office
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Hisayuki Ito

«Executive Vice President

«General Manager of Industrial
Materials Business Unit

«Senior Director of Business
Integration Strategies

Hidenori Yamaguchi,
Ph.D.

eSenior Vice President

«Chief Quality Officer

«Senior Director of Industrial
Materials Business Unit, Quality
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Masaya Ueda, Ph.D.

«Senior Vice President

«Senior Director of Industrial
Materials Business Unit, Business
Strategy Planning and Development

Masaru Terashita

«Vice President

«Senior Director of Industrial Materials
Business Unit, Customer Relationship
Management, Business Promotion,
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Yoshitami Aoyama

Senior Vice President

«Chief Information Officer

«Senior Director of Corporate Supply
Chain Management

Yutaka Nishimoto

«Vice President

«Senior Director of Devices Business
Unit, Production and Procurement

«Representative Director, Nitec
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«Vice President

eDirector of Product and Business
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Daisuke Inoue, MBA

«Executive Vice President
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Bart Devos, Ph.D., MBA

«Senior Vice President

«Senior Director of Industrial Materials
Business Unit, AR Metallizing Group

« Chief Executive Officer, AR
Metallizing N.V.

Wataru Watanabe, MBA

*Vice President

«Chief Strategy Officer

« Director of Corporate Strategy Planning

«Senior Director of Investor Relations

Product and Business Development
Office, Strategy and Customer
Relationship Management

«Director of Secretary's Office

Atsushi Sugihara, MBA

*Vice President

«Senior Director of Industrial
Materials Business Unit, Project
Engineering and PSI

Ryomei Omote

«Senior Vice President

«Senior Director of Devices Business
Unit, Development and Engineering

*Product and Business Development
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Sam Heleba, MBA

«Senior Vice President
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Business Unit, Graphic Controls
Group

«Chief Executive Officer, Graphic
Controls Holdings, Inc.
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Hisashi Iso

«Vice President

«Senior Director of Devices Business
Unit, Customer Relationship
Management and Module Products
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Corporate Governance

Nissha works to ensure sustainable
growth and improve corporate value In
the medium to long term by maintaining
and Improving our corporate governance.
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Aiming to Improve Corporate Value

in the Medium to Long Term

Since our founding, we have implemented strategies that
precisely address changes in the management environment un-
der the strong leadership of our management. We believe that
strengthening corporate governance along with this leadership
will promote swift and bold decision-making, allowing us to en-

sure transparency and fairness in management.

Accordingly, we view corporate governance as a top manage-
ment priority and work to ensure sustainable growth and im-
prove corporate value in the medium to long term by maintain-
ing and improving our corporate governance.

Developing an Efficient Governance Structure

We aim to achieve truly effective corporate governance that
contributes to quick and bold management decisions, not stop-
ping at a governance structure that is merely form-based. Our
corporate governance structure has the characteristics outlined
below.

Board of Directors Capable of Lively Discussions

Our board of directors consists of eight directors, including
four independent directors. An outside perspective is incorpo-
rated in management, and the small group engages in lively dis-
cussions. At the same time, they work to ensure balanced man-
agement by allotting time to matters according to importance
as they move through the proceedings.

Before especially important matters such as management
plans and large-scale M&A projects are brought up for reso-
lution, they are deliberated on several times as matters to be
reported in order to discuss them sufficiently. For that reason,
matters to be reported account for 55% of the agenda at meet-
ings of the board of directors (figure based on the fiscal year
ended March 31, 2017). In order for the board of directors to
sufficiently exercise their monitoring function, it has been de-
cided that reports are to be provided on the situation following
execution of large-scale M&As, capital investments, joint ven-
tures and other such projects after a certain amount of time has
passed.

Increasing the Diversity of Executives

We believe that putting together a team of executives that
possess a diverse range of skills is effective for adapting flexibly
to changes in the management environment and improving cor-
porate value in the medium to long term.

As noted above, independent directors make up half of our
board of directors. Our independent directors possess a wide
range of experience and expertise in fields such as corporate
management, governance, business strategy, financial econom-
ics, IT and macroeconomics, and their knowledge is put to use
in the management of the Company. Additionally, there is bal-

ance when it comes to term lengths, with some directors hav-
ing served on the board for many years and some having been
brought on more recently.

The Audit and Supervisory Board is comprised of four mem-
bers: two statutory auditors and two independent auditors. Our
independent Audit and Supervisory Board members are certified
accountants and lawyers, and their advanced expertise is uti-
lized in audits.

Two of our vice presidents in charge of business execution are
foreign nationals. These are just some of the examples of how
we are promoting diversity. (See Figure 1 on the next page.)

Hand in Hand with Our Shareholders and Investors

Our shareholders and investors objectively evaluate our cor-
porate value and provide us with various suggestions for man-
agement. From this standpoint, we do not simply provide the
timely and appropriate information disclosure of a listed compa-
ny but take it upon ourselves to engage in proactive investor and
shareholder relations, including having management engage
in direct dialog with shareholders and investors. In fiscal year
ended March 31, 2017, President and CEO Junya Suzuki held four
quarterly financial briefings for institutional investors, about 60
individual talks with institutional investors in Japan and other
countries and one business briefing for individual shareholders.
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Corporate Governance

(Figure 1) Diversity of Executives Capable of Responding Flexibly to Changes in the Business Environment

Term

Internal/Independent
(Directors)

50.0% 50.0%
(4) 4

37.5%
3)

| BB years
11 years or more

B Internal Directors

B Independent Directors

®QOverseas work experience
®\Work experience at other companies
®Management-related master’s degree holders

(Directors)

R

<

M 610 years

Director Knowledge, Experience, etc.

Percentage of Foreign Nationals
(Vice Presidents)

11.8%
()

[ ] Japanese nationals

[ Foreign nationals

Knowledge of Independent Directors

®Women

50.0% (4) ®General corporate management
75.0% (6) ®Corporate governance

50.0% (4) ®Management/business strategy
12.5% (1) ®General finance and accounting

o|T
®Macroeconomics

Further Strengthening of Gove

rnance Structure Based

on the Meaning of the Corporate Governance Code

In 2015, the Corporate Governance Code was established in
Japan. We established our Basic Policy on Corporate Governance
in October 2015 based on the spirit of this code and are working
to further improve our governance.

Establishment of Nominating and Remuneration
Committee (October 2015)

We established a Nominating and Remuneration Committee
to ensure objectivity and fairness in appointment of directors
and members of the Audit and Supervisory Board and in director
remuneration. The Nominating and Remuneration Committee
deliberates on the matters below referred to it by the board of
directors and reports back to the board.

®Director and Audit and Supervisory Board member selection criteria
®Director and Audit and Supervisory Board member candidate proposals
®Basic policy on director remuneration

®Director remuneration

The committee is comprised of six members, four of which are
independent directors, and the knowledge of these independent
directors is utilized in management.

Launch of Board of Directors Effectiveness
Evaluations (April 2016)

Since April 2016, we have conducted annual analyses and

evaluations of the Board of Directors from the previous year as a
means of evaluating the effectiveness of the board of directors.
Questionnaires are given to the directors and Audit and Super-
visory Board members, and the board of directors discusses
improvement measures based on the results of analyzing the
answers. We work to improve the effectiveness of the board of
directors by implementing a PDCA cycle.

Introduction of Performance-based Stock
Compensation Trust for Directors and Vice
Presidents (September 2016)

We have adopted a performance-based stock compensation
plan for directors (excluding independent directors but including
some directors of our subsidiaries) and corporate officers. The
stock compensation trust system provides stock in the Company
through a trust based on performance, and by having our di-
rectors experience together with our shareholders not only the
benefits of a rise but also the risks of a decline in share prices,
the system aims to increase awareness in directors of the im-
portance of improving business results and enhancing the Nis-
sha corporate value over the medium to long term.
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Developing a Global Governance Structure

We have been implementing an aggressive M&A strategy in
the aim of entering fields where growth is expected on a global
scale in order to achieve growth through the reorganization of
our business portfolio as set forth in the Fifth Medium-term
Business Plan. As a result, the number of overseas facilities
within our Group has increased substantially, and the relative
importance of our overseas businesses has also grown. Develop-
ing a global governance structure is more important than ever.

When the Nissha Group conducts an M&A, we consider it
important that the management of the acquired company con-
tinue to serve in that capacity after the acquisition and put swift
management decisions and risk management into practice ac-

Corporate Governance Structure |

cording to the business environment of each company. At the
same time, we maintain and improve both the group-wide gov-
ernance structure and internal control by such means as having
top management of major subsidiaries serve simultaneously as
our corporate officers. Based on this approach, the CEOs of the
AR Metallizing Group, which was acquired and made a subsidi-
ary in August 2015, and the Graphic Controls Group, which was
acquired and made a subsidiary in September 2016, were named
senior vice presidents in April 2017.

We believe that corporate governance is key to improving
corporate value and will continue working to enhance it ac-
cordingly.

Shareholders’ Meeting

Appointment Appointment Appointment
Dismissal Dismissal Dismissal
Cooperation Audit & Supervisory Board: ) Board of Directors:
4 Audit & Supenvisory Board Members [ Audit ~ BDirectors Report Nomination and
Monitoring (including 2 Independent Audit & (indluding 4 Independent Directors) Remuneration Committee
Supervisory Board Members) Strategy Formulating and
Management Oversight
Audit & Supervi o a . .
‘l‘%olard M“EESLVE';‘;'Y Audit Business Execution Management Meetings |
Office
President and CEO, Monthly Busi Review (MBR
Chairman of the Board onthly Business Review (MBR)
5 |
=) CSR Committee
5 Cooperation X Corporate Ethics Compliance Subcommittee
=, Internal Audit Corporate Officers Business Continuity Management Subcommittee
o Labor and Human Rights Subcommittee
> Environment, Health and Safety Subcommittee
=2 Information Security Subcommittee
= Accountin Trade Administration and Control Subcommittee
g Audit i Quality Subcommittee
Customer Satisfaction Subcommittee
Investment Committee
Disclosure Control Committee

Business Unit / Product and Business Development / Corporate Administration

Corporate Supply Chain Management / Subsidiaries and others

®Adoption of organizational design as com-
pany with audit and supervisory board

We have adopted the “Company with Audit
and Supervisory Board” corporate gover-
nance system under the Companies Act of
Japan. In addition to oversight of important
management decisions made by the Board
of Directors and of the execution of director
duties, having auditors and an Audit and Su-
pervisory Board that are independent from
the board of directors serves to maintain and
improve the effectiveness of the monitoring
and checking functions.

® Adoption of corporate officer system
This system separates the strategy develop-

ment and business oversight functions of the
Board of Directors from the business execu-
tion function of the corporate officers. As the
chief executive officer (CEO), the president is
responsible for overall business execution,
and the vice presidents are in charge of pro-
posing items to execute and executing them
under the command and order of the presi-
dent.

®Development and implementation of inter-
nal control system

We have set forth a Basic Policy on Internal
Control and established a system for ensur-
ing the appropriateness of operations. In
addition to the establishment of a CSR Com-

mittee and a Disclosure Control Committee
chaired by the president and CEO, we have an
Internal Audit Office under the direct control
of the president and CEO that conducts au-
dits and analyses/evaluations of the Group’s
internal control system and provides recom-
mendations for making improvements.

®Implementation of risk management

Risk management is implemented by sub-
committees within the CSR Committee.
Risks to be addressed are defined as “events
with the potential to hinder achievement of
the Nissha Group’s corporate mission.” We
reduce all possible risks and handle those
risks that become manifest.
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Nissha is promoting diversity among our directors and working
to revitalize the board of directors. Our board of directors cur-
rently consists of eight directors, including four independent
directors. Our independent directors satisfy the “Standards for
Independence of Independent Officers” set forth by our Board of
Directors in addition to the requirement of Companies Act. They

Tamio Kubota

Mr. Tamio Kubota attended all of the 17 meetings of the Board of
Directors held during the fiscal year ended March 31, 2017. He has
given valuable advice and opinions from his point of views as a
corporate manager across the whole range of the Company’s man-
agement, making the most of his international knowledge, broad ex-
perience as a manager or an auditor and supervisory board member
in other companies and the excellent insight he has gained through
such experience. He has duly performed his duties, such as the su-
pervision of the execution of operations. We ask for his election so
that he may continuously serve as an Independent Director, Member
of the Board, since we judge that he will continue to give his valuable
counsel from an independent point of view across the whole range
of the Company’s management.

Kenji Kojima

Mr. Kenji Kojima attended all of the 17 meetings of the Board of Di-
rectors held during the fiscal year ended March 31, 2017. He has given
valuable advice and opinions across the whole range of Company’s
management, making the most of his deep knowledge as a research-
er in corporate governance and corporate strategy, and also his rich
experiences in developing businesspersons at the Kobe University
Graduate School of Business Administration MBA program. He has
duly performed his duties, such as the supervision of the execution of
operations. We ask for his election so that he may continuously serve
as an Independent Director, Member of the Board since we judge that
he will continue to give his valuable counsel from an independent
point of view across the whole range of the Company’s management.

have corporate management experience at other companies
and possess a wealth of knowledge as researchers of corporate
governance and management strategy, and expertise in their
respective fields, including business strategy, IT and macroeco-
nomics. The major activities of and reasons for election of the
Indepedent Directors are provided below.

Sawako Nohara

Ms. Sawako Nohara attended 16 of the 17 meetings of the Board
of Directors held during the fiscal year ended March 31, 2017. She
has given valuable advice and opinions from a corporate manager’s
perspective across the whole range of the Company’s management,
making the most of her profound knowledge of the Internet business,
broad experience as a corporate manager, director, and an auditor and
supervisory board member in other companies, and excellent insight
gained through such experience. She has duly performed her duties,
such as the supervision of the execution of operations. We ask for her
election so that she may continuously serve as an Independent Direc-
tor, Member of the Board, since we judge that she will continue to give
her valuable counsel from an independent point of view across the
whole range of the Company’s management.

Kazuhito Osugi

Mr. Kazuhito Osugi attended all of the 13 meetings of the Board of
Directors held during the fiscal year ended March 31, 2017 after his
inauguration in June 2016. He has given valuable advice and opin-
ions across the whole range of the Company’s management, making
the most of the deep insight in the field of finance he has cultivated
in the Bank of Japan over the years. He has duly performed his du-
ties, such as the supervision of the execution of operations. We ask
for his election so that he may continuously serve as an Independent
Director, Member of the Board since we judge that he will contin-
ue to give his valuable counsel from an independent point of view
across the whole range of the Company’s management.
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Message from the Independent Director ‘

Free, robust discussions take place at meetings of the
Board of Directors, covering matters that involve risks.
Nissha’s challenge is to ensure effectiveness of the PM|
(Post Merger Integration) process and pursue synergy.

Independent April 1972 Entered The Dai-Ichi Kangyo Bank, Limited (cur- June 2006
Director, rently, Mizuho Financial Group, Inc.)
Member of the June 1979 Completed MBA, Yale School of Management, June 2007
Board Yale University, USA June 2007
January 2001 General Manager, International Credit Supervi-
H sion Division, The Dai-Ichi-Kangyo Bank, Limited une 2008
Tamio Ku bOta April 2002 Entered TOKYO LEASING CO., LTD. (currently, To- .

kyo Century Corporation)

Representative Director of the Board and Senior
Executive Officer

Senior Executive Officer

Independent Director, Member of the Board, the
Company (present post)

Independent Audit and Suppervisory Board
Member, Takashima and Co., Ltd. (full-time)

Evaluation of Nissha Board of
Directors

With one scandal after another emerging
in companies that heretofore were rated as
leaders in corporate governance, | realize
more keenly than ever that building a hand-
some framework is no good at all without
effective controls in place in the course of
day-today operations.

Since 2015, Nissha has reviewed the
requirements of Japan’s Corporate Gover-
nance Code and rectified a few noncompli-
ant items through discussion at meetings
of the Board of Directors. Here again, the
question is whether or not these items are
operated effectively. In this respect, Nissha’
s meetings of the Board of Directors have
included not only Directors and Indepen-
dent Directors but also the persons pre-
senting specific proposals. This has been
the case since before the introduction of
the Corporate Governance Code, and | feel
that the practice of reporting, coordinating,
and consulting about matters that involve
risks is well established in the corporate
culture. Judging also from the free, robust
discussions that take place at the meetings,
| feel that the Board of Directors is highly
effective.

Matters to Be Addressed in the
Sixth Medium-term Business Plan

The Fifth Medium-term Business Plan,
which started in April 2015, produced poor

financial results in the second year. Certain
factors were beyond the company’s control,
such as volatile exchange rates and shifting
customer demand. Yet the Nissha profit
structure also relies heavily on Devices. This
mainstay business both suffered a plunge
in demand and required prior investment
for orders in the following year, leading to a
drop in year-on year financial performance.
This demonstrates that Nissha’s greatest
concern is redressing its heavy reliance on a
single business segment.

Nissha’s direction in the next medi-
um-term business plan will likely remain
the same at a basic level. In the Fifth Me-
dium-term Business Plan, the company
achieved its goal of expanding into the
metallized paper and medical devices fields
through large M&A deals overseas. This
much is certainly an accomplishment. Its
challenge in the Sixth Medium-term Busi-
ness Plan and beyond is to ensure effective-
ness of the post-merger integration (PMI)
process so that these newly acquired com-
panies may contribute to improvements in
the earning capacity of the Nissha Group.

Challenges in Global Management

Amid little hope for market expansion
and a limit to pursuing growth of existing
businesses, acquisitions of and tie-ups with
the other companies continue to be an im-
portant option. Also, since a large share of
demand for Nissha products comes from
outside Japan, the company needs to im-

prove its resilience against exchange rate
fluctuations through M&A activity abroad
and the promotion of local production for
local consumption.

Thus far, the process of deliberating on
M&A deals has involved surveys and anal-
yses performed by internal divisions and at
the managerial level. The results are then
presented to the Board of Directors for dis-
cussion covering a broad range of topics:
the validity of the acquisition and potential
synergy in the context of the group strategy,
forecasting of future profitability, rigorous
assessment of assets (particularly hidden
debts and the details of subsidiary assets),
competence of the target company’s lead-
ers and retaining of key personnel, local
legal and accounting systems, and local
management and extent of intervention by
Nissha Global Headquarters after closing
the deal. Our ultimate aim has been to avoid
paying an unreasonably higher price than
the intrinsic value of the target company. |
believe this is a sound deliberation process.

M&A transactions with companies abroad
have expanded the Nissha business foun-
dation into Asia, the Americas, and Europe.
Group management after acquisition, now
and then comes up against differences in
areas like regional industry trends, manage-
ment, labor market, language, and culture.
The ideal scenario for Nissha is to respect
the acquired company’s independence while
promoting communication between Global
Headquarters and subsidiary, focusing on
PMI, and maximizing synergy.

Evaluation of Nissha Board of Directors (Five-scale Rating)

Overall evaluation

Taking into account the three items at right,
what is your overall evaluation of the
Nissha Board of Directors?

Does the Board comprise an appro-
priate number of members, and is

diversity ensured?

Does the Board appropriately delib-
erate on formulation of strategies
and oversee execution of business?  frequently enough, and is time used wisely?

“

Are agenda items and information shared
appropriately? Does the Board convene
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Message from the Independent Director ‘

Nissha needs to do two things:
improve the organizational capabilities of the Nissha
Group overall, and build a new regional portfolio and
strategic assets portfolio from a global perspective.

-
N
i
Independent April 1970 Entered Matsushita Electric Industrial Co., Ltd. January 1993  Visiting Researcher, Harvard University, Eco-
Director, (currently Panasonic Corporation) nomics Department, USA
Member of the June 1975 Completed MBA, Kellogg School of Management, May 1999 Professor at Research Institute for Economics &
Board Northwestern University, USA Business Administration, Kobe University
March 1979 Acquired PhD, Kobe University Graduate School June 2008 Independent Director, Member of the Board, the
Ken H I KO' I ma of Business Administration Company (present post)
J ) March 1985 Visiting Researcher, Yale School of Management, April 2012 Specially Appointed Professor at Research Insti-

Yale University, USA

September 1988 Visiting Researcher, Stanford University, Electri-
cal Engineering Department, USA

tute for Economics & Business Administration,
Kobe University (present post)

Evaluation of Nissha Board of
Directors

In order to achieve the reforms in corpo-
rate governance structure and function that
are under way at Japanese companies, an
important role of a Board of Directors is to
appropriately carry out the three oversight
functions given below.

First, check if business execution per-
formed by the management (corporate
officers) serves the interest of stakeholders
effectively for the purpose of creating corpo-
rate value. Second, check that the manage-
ment responsible for business execution is
taking action in compliance with legislation
and its articles of incorporation. And third,
check that the management appropriately
fulfills its accountability by disclosing neces-
sary information that satisfies a certain level
of consistency, continuity, and transparency.

The Nissha Board of Directors carries out
all of these oversight functions to a certain
level, and has steadily made improvements
over the previous year. In future, | believe it
needs to draw on the knowledge and insight
of Independent Directors while further rein-
forcing the capabilities of the management
so as to swiftly share accurate information
and appropriately fulfill its accountability.

Matters to Be Addressed in the
Sixth Medium-term Business Plan

In the Fifth Medium-term Business Plan,

which started in April 2015, Nissha has
worked to deliver on the reorganization of
its business portfolio through a number
of core growth strategies. One of them,
“growth using M&A,” has progressed
according to plan and seen solid results.
The others, centering on internal growth,
however, appear unlikely to be achieved
according to the initial plan. This indicates
a shortfall in the organizational capabilities
necessary for adapting effectively and effi-
ciently to a reorganized business portfolio.

Further improvement in the organiza-
tional capabilities of the Nissha Group over-
all is a key challenge to be carried over into
the Sixth Medium-term Business Plan. The
organizational capabilities required even
more strongly moving forward are accurate
understanding of changes in the business
environment, the drive to promptly re-
spond to those changes, and the tenacity to
achieve targets. In my view, the capabilities
of upper management, particularly depart-
ment directors and higher-level personnel,
do not quite meet the required standards.
It should perform a fundamental review of
the traditional thought and action frame-
work, and take the initiative in a reorgani-
zation based on clear understanding of the
contents and standards required. Middle
management should understand the de-
tails and methods of strategy execution as-
signed to it, share this with employees, and
ensure that personal challenges and targets
are steadily being met.

Challenges in Global Management

Nissha is at a new stage of corporate
growth where it is required to promote re-
forms swiftly and continuously in line with
the changes toward global management.
To this end, the company needs to build
a regional portfolio and a strategic assets
portfolio from a global perspective to ac-
company the reorganization of its business
portfolio. Awareness of this challenge
should be the core of the corporate growth
strategy in formulating and executing the
Sixth Medium-term Business Plan.

To do this, Nissha needs to accurately
grasp the organizational capabilities of
the entities that constitute its global busi-
ness bases, and appropriately evaluate
them from the perspective of global man-
agement. That is, Nissha should further
reinforce and reshuffle its organizational
capabilities, and by doing so, build an effec-
tive and efficient strategic assets portfolio
based on a regional portfolio.

As | point out above, upper management
and middle management should raise
awareness of their roles and capabilities,
take the initiative, and lead the action. This
is a crucial challenge from the standpoint
of global management as well.

Evaluation of Nissha Board of Directors (Five-scale Rating)

Overall evaluation

Taking into account the three items at right,
what is your overall evaluation of the

Nissha Board of Directors?

_ “

priate number of members, and is
diversity ensured?

Does the Board comprise an appro- Does the Board appropriately delib-
erate on formulation of strategies
and oversee execution of business?  frequently enough, and is time used wisely?

Are agenda items and information shared
appropriately? Does the Board convene
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Message from the Independent Director ‘

A bird’s-eye view from the standpoint of the Independent
Director is required at Nissha’s meetings of the Board of
Directors, where lively discussions and deliberations are
held. To promote a reorganization of the business

* portfolio, it’s important to engage specialized personnel

[l et and build a plan for human resources development.
Independent December 1988 Entered Living Science Institute, Inc. June 2012 Independent Audit and Supervisory Board Mem-
Director, July 1995 Entered InfoCom Research, Inc. ber, SompoJapap Insurance Inc.

Member of the July 1998 Head of the E-Commerce Business Development June 2013 Independent Director, Member of the Board,
Board Group, InfoCom Research, Inc. NKSJ Holdings, Inc. (currently, Sompo Holdings,
December 2000 Director, IPSe Marketing, Inc. Inc) (present P?St)

Sawako Nohara December2001 Representative Director, President of IPSe Mar- June 2074 ICndepende(nt Dlretctor, tl;’lember of the Board, the

keting, Inc. (present post) ompany {present pos
June 2014 Independent Director, Member of the Board, Ja-

June 2006

Independent Director, Member of the Board,

NEC Corporation
November 2009 Project Professor, Keio University Graduate
School of Media and Governance (present post)

pan Post Bank Co., Ltd. (present post)

Evaluation of Nissha Board of
Directors

Nissha’s meetings of the Board of Di-
rectors are a place for long, vigorous dis-
cussion, where Directors and Audit and
Supervisory Members as well as Indepen-
dent Directors and Independent Audit and
Supervisory Board Members, in addition to
Corporate Officers as necessary, exchange
candid opinions on a variety of manage-
ment topics. With the establishment of a
Nomination and Remuneration Committee
in October 2015, and the election of four
Independent Directors in June 2016 for a
board comprising an equal number of in-
ternal Directors and Independent Directors,
Nissha continues to work actively toward
strengthening its corporate governance
structure.

Lengthy discussions are often held at
meetings of the Board of Directors, pos-
ing the risk of weakening the independent
standpoint of the Independent Directors
and Independent Supervisory Board Mem-
bers. In an effort to avoid this, | will carry
on drawing on my independent position
and presenting comments enthusiastically
with a bird’s-eye view.

Matters to Be Addressed in the
Sixth Medium-term Business Plan

Nissha has entered the final year of its

Fifth Medium-term Business Plan, covering
the three-year period from April 2015. Ow-
ing to a shift in fiscal period, this year has
only nine months, until December 2017.
Yet the company has succeeded in enter-
ing into the new field of “Life Innovation”
with the acquisition in September 2016 of
the Graphic Controls Group, specializing in
medical devices and consumables, follow-
ing the acquisition in August 2015 of the AR
Metallizing Group, offering the stable, prof-
itable field of metallized paper and pack-
aging materials. With one contracted year
left to go, the major steps are complete for
redressing overreliance on the IT field and
promoting balanced management, and |
believe the significant operational reforms
central to the Fifth Medium-term Business
Plan are progressing smoothly.

An important challenge to be addressed
in the Sixth Medium-term Business Plan is
further reorganization of the business port-
folio. As opportunities rise for conducting
M&A, and technology and product develop-
ment, in industries and business segments
where Nissha currently has little skills or
connections, an ever stronger need will
emerge to engage specialized outside per-
sonnel and foster internal human resourc-
es. To this end, it will be essential to build
a tailored human resources development
plan and career path program.

Challenges in Global Management

In consequences of robust M&A activi-
ties that took place abroad over the course
of the Fifth Medium-term Business Plan,
Nissha became a global corporate group
with overseas sales accounting for more
than 70%. This M&A activity is expected to
continue in future, and | believe it will be
important to establish a governance struc-
ture for overseas subsidiaries, and a risk
management system for the global Nissha
Group overall.

Evaluation of Nissha Board of Directors (Five-scale Rating)

Overall evaluation

Taking into account the three items at right,
what is your overall evaluation of the
Nissha Board of Directors?

Does the Board comprise an appro-
priate number of members, and is

diversity ensured?

Does the Board appropriately delib-
erate on formulation of strategies
and oversee execution of business?  frequently enough, and is time used wisely?

“

Are agenda items and information shared
appropriately? Does the Board convene
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Message from the Independent Director ‘

The equal number of Directors and Independent Directors
creates a healthy, constructive tension at meetings of the
Board of Directors.
Accurate identification of market needs and development
of products through methods like open innovation are a

central management issue.

Director-General, the Bank of Japan Internal Au-
ditors’ Office

Director-General, the Bank of Japan Secretariat
of the Policy Board

Guest professor, Ochanomizu University

September 2011 Auditor, the Bank of Japan

Independent April 1977 Entered the Bank of Japan May 2006
Director, May 1984 University of Michigan, Graduate School of Busi-
Member of the ness Administration (MBA) April 2007
Board November 1986 Economist, BIS (Bank for International Settlements)
June 1999 General Manager, the Bank of Japan Matsumoto April 2009
Kazuhito Osugi Branch
May 2001 Deputy General Manager, the Bank of Japan Osaka October 2015
Branch
May 2003 Senior Director, Industrial Revitalization Corpo- June 2016
ration of Japan
July 2005 Deputy Director- General, Head of Center for Ad-

vanced Financial Technology, the Bank of Japan
Financial System and Bank Examination Depart-
ment

Advisor, Security Transport Business Division,
NIPPON EXPRESS CO.,LTD. (present post)
Independent Director, Member of the Board, the
Company. (present post)

Evaluation of Nissha Board of
Directors

In my view, the Nissha Board of Directors
sufficiently fulfills the role expected of it
from the standpoint of corporate gover-
nance. The equal number of internal Direc-
tors and Independent Directors creates a
healthy, constructive tension at meetings
of Board of Directors. At times a heated dis-
cussion goes on for hours, and quite often
participating Corporate Officers leave with
“homework” to be completed by the next
meeting. These in-depth sessions always
explore agenda items from various angles,
making good use of the independent view
provided by us Independent Directors.

My hope for the future is that the dis-
cussions will be held more efficiently in a
limited amount of time toward further en-
hancing the effectiveness and productivity
of the meetings overall.

Matters to Be Addressed in the
Sixth Medium-term Business Plan

M&A activity is under way toward reor-
ganizing the Nissha business portfolio, and
| recognize that the Fifth Medium-term
Business Plan, which started in April 2015,
has progressed steadily thus far. With the
globalization of Nissha business operations,

risk management covering the entire group
is a top management priority. To this end, |
believe it was a very appropriate decision to
unify the fiscal period to end on December
31 for all group companies.

Acquiring the Graphic Controls Group
as a subsidiary, and thereby launching the
new business segment of Life Innovation,
was a remarkable achievement in the Fifth
Medium-term Business Plan. For Nissha to
expand further, it will be essential to con-
tinue developing products that meet mar-
ket needs. Accurate identification of growth
fields and precise selection of product de-
velopment methods—M&A, open innova-
tion, or in-house development— continue
to be a central management issue.

Challenges in Global Management

The global economy appears to have
moved beyond the long transition period
following the “Lehman shock” and entered
a new growth path.

So far as a company’s investment deci-
sions constitute a bet on expectations of
future earnings, however, there is no elim-
inating the risk of uncertainty. And the key
to global management under uncertainty
is to hone the global outlook of all officers
and employees. It’s essential to maintain

an open mind, view the world with keen
curiosity, remain humble, and absorb the
lessons provided by various events and sit-
uations.

On October 6, 2017, Nissha Printing Co.,
Ltd. was renamed Nissha Co., Ltd. Under
such circumstances, continuous compa-
ny-wide efforts are required to cultivate the
global outlook that, | believe, push forward
Nissha into the global market more than
ever.

Evaluation of Nissha Board of Directors (Five-scale Rating)

Taking into account the three items at right, Are agenda items and information shared

what is your overall evaluation of the appropriately? Does the Board convene
Nissha Board of Directors? frequently enough, and is time used wisely?

Does the Board comprise an appro-
priate number of members, and is
diversity ensured?

Does the Board appropriately delib-
erate on formulation of strategies
and oversee execution of business?
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CSR

We are promoting CSR from a global
perspective In the aim of becoming
a company that grows together with
our stakeholders.
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CSR

CSR is putting our corporate mission

Into practice

Our corporate mission states, “We are committed to pursu-
ing a mutually trustful Co-existence with society through our
business activities utilizing a unique technology development,
based on Printing at the core,” and we believe that achieving
that mission is what CSR means for us. The specific method for
achieving our corporate mission is expressed in our brand state-
ment of “Empowering Your Vision.”

We break CSR down into basic CSR and strategic CSR.

Basic CSR entails reducing CSR risks in areas like labor, human
rights and the environment by developing a system for ensuring
compliance with global codes of conduct like that of the EICC
(Electronic Industry Citizenship Coalition) and customer CSR re-
quirements. Basic CSR efforts are essential to being a company
that customers choose in the global market.

Strategic CSR entails improving corporate value in the me-
dium to long term by identifying materiality and promoting
efforts to address those challenges. By solving social problems
through business activities, strategic CSR efforts strike a bal-
ance between economic growth of the company and the cre-
ation of social value, leading to contribution to the achievement
of a sustainable society.

Initiatives Incorporated Into Our CSR activities

We incorporate principles, frameworks and codes of conduct from
global initiatives for the achievement of a sustainable society into
our CSR activities. We identify materiality, promote activities and
engage in reporting in accordance with these initiatives.

e®United Nations Global Compact

In April 2012, our President and CEO signed the United Nations
Global Compact and declared that we will actively model 10
principles relating to the four areas of human rights, labor, the
environment and prevention of corruption.

©|SO 26000

We refer to 1ISO 26000, the international guidance standard for
CSR, in our efforts and structure our reporting accordingly.

®EICC

We incorporate the EICC (Electronic Industry Citizenship Coali-
tion) Code of Conduct into our activities within the area of basic
CSR. We have management systems in place for labor, safety and
health, environmental conservation and ethics, and we promote
efforts within a scope that includes our supply chain.

OGRI (Global Reporting Initiative)
Our annual CSR Report conforms to the Global Reporting Initia-
tive guidelines for international sustainability reporting.

(The 2017 edition conforms to GRI standard)
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Promotion of CSR based on management systems

As our system for promoting CSR and in conjunction with the
launch of the Fifth Medium-term Business Plan in April 2015, we
organized a new CSR Committee, chaired by the President and
CEO, with eight subcommittees dedicated to areas such as labor
and human rights and environmental, safety and health. Each
subcommittee establishes basic and strategic CSR themes and
implements a PDCA cycle while reporting to the Secretariat on
their progress. The results of their activities are reported to the
President and CEO at the annual management review. (Figure 1)

We have finished developing management systems for the ar-
eas of “corporate ethics and compliance” and “labor and human
rights.” These have been added to the ranks of our management
systems for quality, environment and information security, which
we had already developed and been implementing at a high level.

(Figure 1) CSR Committee Organization

In the aim of ensuring our operations conform to global codes of
conduct like that of the EICC, we have also expanded the scope
of our management systems to include our major suppliers. At
the same time, we are promoting interviews, training and other
efforts for management system development throughout the
Nissha Group, including our major overseas bases.

In the area of strategic CSR, we identified materiality. We eval-
uated various CSR issues from the two standpoints of impact on
the Group and impact on society, and our policy is to prioritize
our efforts according to the issues of highest importance. Iden-
tifying materiality is an opportunity to recognize both issues di-
rectly related to demands of society and those that are indirectly
related. It serves as the basis for actively rolling out strategic
CSR activities. (Figure 2)

Corporate Ethics and

Chair: President and CEO

CSR Management Review

CSR Committee Secretariat

(Figure 2)

Identification of Materiality

We evaluated CSR issues based on their impact on the
Group and their impact on society to identify material-
ity and determine our priorities.

PDCA
Reporting

Compliance Subcommittee

Business Continuity Management
Subcommittee

L Labor and Human Rights
Subcommittee

Environmental, Safety and
Health Subcommittee

— Information Security Subcommittee

Trade Administration and Control
Subcommittee

— Quality Subcommittee

Customer Satisfaction
Improvement Subcommittee

Our CSR Materiality

We identified the 14 items of materiality below. The subcommittees of the CSR Com-
mittee are leading our efforts.

Impact on Nissha Group

Efficient use of energy

Prevention of
global warming

Proper management of
wastewater and waste

Small Large

Reduction of environmental

Ensuring of proper Ensuring of employee

load from transportation labor conditions health and safety
L Issues of high
arge A (R . R
materiality Promotion of human Respect for diversit Elimination of
Impact resources development P Y discrimination
on

Society

Small Elimination of forced Prevention of

labor corruption

Thorough compliance

Proper information
management

Promotion of CSR
procurement
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CSR

Aiming for growth

while interacting with

shareholders

We identify the stakeholders that sup-
port Nissha operations as our customers,
shareholders, employees, suppliers, and
society. Toward realizing our corporate
mission, we incorporate the voice of our
stakeholders into business activities that
contribute to a sustainable society.

Customers: Recoghnizing
demands of society through
our customers

Our products are used widely in the
global market, and most of our custom-
ers are global companies. These cus-
tomers focus on global social problems
as they go about their business activi-
ties, so they require that suppliers such
as ourselves also actively address CSR
issues and have established high-level
codes of conduct.

Developing a system to ensure faithful
compliance with customer requirements
is essential to trade, but at the same
time, it is a precious opportunity to rec-
ognize the CSR issues the global society
expects us to address. We hope to grow
as we learn from our customers.

Shareholders: Utilizing dialog
with capital market in
management

We use ROE (return on equity) and
ROIC (return on invested capital) with
an awareness of cost of capital as a
management indices, and this was intro-
duced as an opportunity for dialog with
our shareholders and investors.

Employees: Growing together
with our employees

The growth of employees is essential
for growth of the company. We aim to be
a company that grows together with our
employees.

In 2013 we launched Nissha Acade-
my for the purpose of training the next
generation of human resources that
will support the company’s sustain-
able growth. It is a corporate university
that offers elective training to young
employees with a strong desire for per-
sonal growth and consists of “Business
School,” “MOT School” and “Monozukuri
School.” In fiscal year ended March 31,
2017, we organized training “Manage-
ment Training for Promoting Women’
s Activity” for all managers as a human
resource development for diversity pro-
motion.

Suppliers: Engaging in CSR
together with our suppliers

Our shareholders and investors objec-
tively evaluate our corporate value and
provide us with useful suggestions for
management. Based on these things,
we engage in investor relations activities
with an emphasis on dialog, going be-
yond the timely and appropriate disclo-
sure of information required of a listed
company.

Results Briefing for Institutional Investors

We must have the cooperation of our
suppliers in order to comply with the
CSR requirements of our customers.
We have been conducting CSR audits of
our major suppliers since 2015. These
audits are based on the EICC (Electronic
Industry Citizenship Coalition) Code of
Conduct and the codes of conduct that
our customers have established based

Environmental Workshops

/ Customer

/ Employee
|
\

Shareholder

\
|
|

Society Supplier

Nissha’s Circle of Trust

on it. The primary focus of the audits
is on the four areas of labor, safety and
health, environmental conservation and
ethics. The suppliers we have audited
sometimes tell us that the audit was an
opportunity for them to recognize issues
related to global standards of CSR. By re-
ducing CSR risks within our supply chain,
we hope that both we and our suppliers
will be companies chosen by society.

Society: Co-existence with
local communities

We receive various resources from the
local community when we engage in our
business activities. In order to promote
Co-existence with our local communi-
ties, we have established four priority ar-
eas for our social contribution activities,
namely environmental conservation,
support for the next generation, support
for and promotion of art and culture, and
humanitarian assistance.

As part of future generations support,
we are continually visit local elementa-
ry schools and conduct environmental
workshops. In March 2017, we received a
letter of appreciation from the Kyoto City
Board of Education in recognition of our
longtime contribution to the program —
10 years since 2007 —during which we
endeavored to raise awareness of envi-
ronmental issues and stimulate interest
in the environmental technologies of
Kyoto-based companies. As of March 31,
2017, the project has been carried out
at 87 schools, and about 4,300 students
have participated.

Corporate University “Nissha Academy”
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11-Year Financial Summary

(Millions of yen)

FY2007.3  FY2008.3  FY2009.3  FY2010.3  FY2011.3  FY20123 FY2013.3  FY20143  FY2015.3  FY2016.3  FY2017.3

Fiscal Year
Net sales 88,735 101,649 127,767 126,965 114,054 80,160 89,427 110922 118775 119,222 115,802

Japan 45,831 46,775 47,691 39,994 37,159 33,060 37,992 29,956 28,889 31,530 30,249

Overseas 42,904 54,874 80,075 86,972 76,895 47,100 51,435 80,966 89,885 87,692 85,552
Cost of sales 63,202 72,828 97,223 101,600 104,864 79,759 83,508 93,898 93,713 90,121 98,885
Selling, general and administrative expenses 10,243 12,051 14,240 14,107 14,136 12,117 12,702 15,089 16,311 18,558 20,820
Operating income 15,289 16,770 16,302 11,257 -4946  -11,716 -6,783 1,935 8,750 10,541 -3,904
Ordinary income 16,313 15,580 15,494 12,061 -5396  -11,320 -4,643 5,182 12,494 9,237 -4914
Profit before income taxes 17,142 17,530 15,542 11,840 -3,788  -22,243 -5,010 5,151 10,761 7,883 -6,130
Total income taxes 7,638 7,254 6,853 4911 -1,312 6,440 427 1,185 -482 985 1,299
Profit attributable to owners of parent 9,503 10,274 8,689 6,934 -2,464  -28,684 -5,438 3,967 11,245 6,898 -7,408
Net cash provided by (used in) operating activities 7,589 11,647 17,043 18,601 -722 3,541 13,864 14,413 21,590 14,815 -2,570
Net cash provided by (used in) investing activities ~ -8,884 207 -20,099  -12,841 -6,672 -4277 -7,206  -16,149 -4141  -21,476  -23,290
Net cash provided by (used in) financing activities -806 -1,617 4,697 -3,471 -378 3,076 -4677 -4634  -11,063 19,633 6,826
Capital expenditures 14,991 12,817 24,165 15,071 11,020 6,724 13,669 12,287 3,207 4,885 12,267
Depreciation 3,197 4812 7,892 9,133 10,338 8,599 9,530 11,219 9,687 7,847 8,351
R&D expenses 740 1,015 1,365 2,601 2,477 2,543 2,699 2,351 2,334 2,519 2,422
AtYear-End
Net assets 73,757 82,245 82,266 88,700 80,396 48,986 44,491 51,676 66,313 70,096 74,606
Total assets 126,762 142,357 148,787 153,077 142942 105250 114964 106,140 115430 156,107 182,670
Cash and cash equivalents 13,489 22,938 22,761 25,473 17,107 19,490 23,692 20,272 29,484 41,688 22,090
Interest-bearing liabilities 13,032 13,283 19,454 18,078 24,278 28,336 23,668 19,209 10,393 18,340 36,851
Closing stock price (Yen) 3,120 4,890 3,130 3,650 1,795 1,083 1,663 1,359 2,195 1,648 2,638
Employees (number) 2,534 3,126 3,631 3,728 4121 3,39 3,409 3,383 3,596 4,034 5133
Financial Indicators
Operating income to net sales (%) 17.2 16.5 12.8 89 -4.3 -14.6 -7.6 1.7 74 8.8 -34
Return on assets (ROA) (%) 13.9 11.6 10.6 8.0 -3.6 -9.1 -4.2 47 11.3 6.8 -2.9
Return on equity (ROE) (%) 14.0 132 10.6 8.1 -2.9 -443 -11.6 83 19.1 10.1 -10.3
Return on invested capital (ROIC) (%) 10.8 10.5 95 6.4 -4.4 -12.2 -79 15 6.6 6.3 -2.9
Equity ratio (%) 58.2 57.8 553 579 56.2 46.5 387 48.7 574 449 40.7
Debt-equity ratio (%) 719 731 80.9 726 77.8 1149 1584 105.4 74.1 1227 145.3
Current ratio (%) 1979 1849 152.8 1353 1343 1035 97.0 107.3 148.8 1725 119.0
Fixed ratio (%) 845 84.6 90.8 914 94.7 116.8 125.2 1124 83.6 102.9 140.5
Per Share Information
Basic earnings per share (Yen) 219.74 237.60 200.97 160.38 -57.25 -66840 -126.72 92.46 262.05 160.75  -169.10
Net assets per share (Yen) 1,705.46 1,901.87 1,90212 2,051.09 1,873.34 1,14145 1,036.74 1,20417 154530 1,633.47 1,594.70
Dividend per share (Yen) 40 45 45 45 45 0 0 5 20 30 30
Diluted earnings per share (Yen) - - - - - - - - - 158.46 =

We have changed a method of translating performance of overseas subsidiaries and others from fiscal year ended March 31, 2017 (spot rate — average rate).

In this page, the figures of before fiscal year ended March 31, 2016 is the results by the method before change (Not reflected the retroactive application).
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‘ Management’s Discussion and Analysis ‘

Actual Results for Fiscal year ended March 31, 2017

Economic Environment and Operating Results

Reflecting on the global economy in the fiscal year ended March 31, 2017, the United States saw ongoing recovery thanks pri-
marily to increased consumer spending and improved employment conditions. In Europe, there remained uncertainty for the future
attributable to Brexit and other factors but the economy gradually recovered. In Asia, the economies of emerging countries such as
China showed partial signs of recovery. As for Japan, the economy held steady on an ongoing moderate recovery trend but uncer-
tainty over overseas economies, foreign exchange fluctuations and other factors have fueled growing opacity for the future.

The Nissha Group is pursuing growth by reorganizing and optimizing its business portfolio in the Fifth Medium-term Busi-
ness Plan starting from April 1, 2015 and has been in a rush to establish a business base that enables a continuous and sta-
ble revenue stream, by overcoming its over-reliance on the ever-fluctuating consumer electronics field from a viewpoint of
balanced management and increasing its overseas production ratio to develop its tolerance to foreign exchange fluctuations.
In the fiscal year ended March 31, 2017, the Nissha Group has made significant progress in expanding its business domain
through corporate acquisition in the fields of automotive interior components and medical devices and consumables, fol-
lowing up on acquisitions in the metallized paper field in the previous year. Despite these efforts, the Nissha Group currently
could not attain the previous estimate primarily due to the impact of foreign exchange fluctuations, sluggish demand for
products in existing fields, and the posting of upfront costs for new orders and temporary expenses related to the acquisition.

As a result, in our consolidated financial results for fiscal year ended March 31, 2017, net sales were on par with those of
the previous year, but a loss was recorded. The average exchange rate for fiscal year ended March 31, 2017 was 107 yen to the
dollar (the previous year it was 120 yen to the dollar).

v Net Sales and Operating Income

(Millions of yen) (%)
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Consolidated Statements of Operations
Net Profit attributable

v Net Sales v Operating Income v Ordinary Income to owners of parent
(Millions of yen) (Millions of yen) (Millions of yen) (Millions of yen)
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We have changed a method of translating performance of overseas subsidiaries and others from fiscal year ended March 31, 2017 (spot rate — average rate).
In this page, the figures of before fiscal year ended March 31, 2016 is the results by the method before change (Not reflected the retroactive application).
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Net sales: Demand fell in our mainstay Devices Business, but net sales were only down 2.9% year on year to ¥115,802 million due
primarily to the full-year contribution (in the previous year only four months of results were included) of the AR Metallizing Group,
acquired by the Industrial Materials Business in August 2015, and the four-month contribution of the Graphic Controls Group, ac-
quired by the Life Innovation Business in September 2016. Overseas net sales accounted for ¥85,552 million of the total, coming in
at 73.9% of consolidated net sales. Overseas net sales are comprised mainly of Industrial Materials Business and Devices Business.

Operating income: We recorded an operating loss of ¥3,904 million (the previous year we recorded operating income
of ¥10,541 million). In addition to the impact of lower demand in the Devices Business and the exchange rate, there were
about ¥3,000 million in advanced costs recorded in association with the new large-scale orders in the Devices Business
and about ¥1,600 million in temporary expenses related to acquisitions.

Ordinary income: We recorded a ordinary loss of ¥4,914 million (the previous year we recorded ordinary income of ¥9,237
million). In regards to non-operating income and expenses, in the previous fiscal year, non-operating income of ¥361 mil-
lion, consisting primarily of dividend income, was recorded, while non-operating expenses amounting to ¥1,665 million,
consisting primarily of exchange loss, were also recorded. In fiscal year ended March 31, 2017, non-operating income of
¥459 million, consisting primarily of dividend income, was recorded, while non-operating expenses amounting to ¥1,470
million, consisting primarily of exchange loss, were also recorded.

Net income attributable to owners of parent: A net loss attributable to owners of parent was recorded in the amount
of ¥7,408 million (the previous year, net income attributable to owners of parent was recorded in the amount of ¥6,898
million). Additionally, net loss per share was ¥169.10 (the previous year, net income per share of ¥160.75 was recorded). In
regards to extraordinary income and expenses, in the previous fiscal year, extraordinary income of ¥270 million, consisting
primarily of government subsidies, was recorded, while extraordinary expenses amounting to ¥1,624 million, consisting pri-
marily of amortization of goodwill, were also recorded. In fiscal year ended March 31, 2017, extraordinary income of ¥289
million, consisting primarily of government subsidies, was recorded, while extraordinary expenses amounting to ¥1,505
million, consisting primarily of loss on valuation of investment securities, were also recorded.

Profit distribution: Based on the basic policy of continuous payments of stable dividends, and distribute profit after com-
prehensively considering our performance in the current fiscal year and expected performance in the future, payout ratio,
and financial health. Based on this policy, the Company paid an annual dividend in fiscal year ended March 31, 2017 of ¥30
per share (same as previous year).

Overview by Business Segment

Industrial Materials

During the year ended March 31, 2017, demand progressed steadily for our mainstay automotive interior components in
general, while demand in the other fields remained lower than the previous estimate.

As a result, segment sales for the year ended March 31, 2017 were ¥47,971 million, an increase of 22.7% as compared to the previ-
ous year. Segment income (operating income) was ¥620 million (segment loss (operating loss) of ¥593 million in the previous year).

Devices

During the year ended March 31, 2017, demand for products for mobile game consoles progressed steadily but demand for
our mainstay products adopted for tablets fell below the previous estimate. On and after the third quarter ended December
31, 2016, development costs toward new orders for the next term increased.

As a result, segment sales for the year ended March 31, 2017 were ¥47,835 million, a decrease of 22.7% as compared to
the previous year. Segment loss (operating loss) was ¥157 million (segment income (operating income) of ¥14,677 million
in the previous year).

Life Innovation

This segment is a new reportable segment established as a result of the inclusion of Graphic Controls group in the scope
of consolidation effective from the year ended March 31, 2017. This segment began contributing to net sales of the Nissha
Group from the third quarter ended December 31, 2016. For income, however, it could not make a profit in the fiscal year
ended March 31, 2017, due to the posting expenses related to the acquisition of Graphic Controls group.

As a result, segment sales for the year ended March 31, 2017 were ¥5,391 million. Segment loss (operating loss) was ¥1,311 million.

Information and Communication

During the year ended March 31, 2017, the commercial printing field, the key product field in this segment, was affected
by a decrease in the volume of printed materials due to the diversification of information media. These movements led the
business into a highly competitive climate.

As a result, segment sales for the year ended March 31, 2017 were ¥14,354 million, a decrease of 14.1% as compared to the previ-
ous year. Segment loss (operating loss) was ¥93 million (segment income (operating income) of ¥81 million in the previous year).

We have changed a method of translating performance of overseas subsidiaries and others from fiscal year ended March 31, 2017 (spot rate — average rate).
In this page, the figures of before fiscal year ended March 31, 2016 is the results by the method before change (Not reflected the retroactive application).
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Assets, Liabilities and Net Assets

Total assets at the end of the fiscal year ended March 31, 2017 increased by ¥26,562 million from the end of the previous
year (the fiscal year ended March 31, 2016) to ¥182,670 million.

v Assets, Liabilities and Net Assets

MCurrent Assets  Property, Plant and Equipment  MlIntangible Assets  “/Investments and Other Assets
Current Liabilities  BINon-current Liabilities " Net Assets

(Millions of yen)
200,000

Net Assets 182,670

180,000 B T
78,179

160,000 Net Assets 156,107

83,959

140,000 —
120,000 — |

100,000 — — ——

80,000 — ——

40000 38,505

20,000 — S ReFEb A I

0

3/31/2016 3/31/2017

Current assets decreased by ¥5,780 million from the end of the previous year to ¥78,179 million. This was mainly be-
cause a ¥17,881 million decrease of cash and deposits outweighed a ¥6,619 million increase of notes and accounts receiv-
able-trade.

Non-current assets increased by ¥32,342 million from the end of the previous year to ¥104,491 million. This was mainly
because goodwill, property, plant, and equipment, trademark right and customer related assets increased by ¥13,030 mil-
lion, ¥7,667 million, ¥3,857 million and ¥3,336 million, respectively, primarily due to new consolidation, and investment
securities increased by ¥4,299 million mainly due to changes in the fair value of available-for-sale securities.

Current liabilities increased by ¥17,042 million from the end of the previous year to ¥65,711 million. This was mainly at-
tributable to a ¥7,808 million increase of short-term loans payable, a ¥2,359 million increase of accounts payable-facilities
included in the “other” item, and a ¥1,678 million increase of accounts payable-other.

Non-current liabilities increased by ¥5,010 million from the end of the previous year to ¥42,352 million. This was mainly
because a ¥9,591 million increase of long-term loans payable and a ¥4,579 million increase of long-term deferred tax lia-
bilities mainly due to new consolidation and changes in the fair value of available-for-sale securities outweighed a ¥8,240
million decrease of bonds payable resulting from the exercise of stock acquisition rights.

Net assets at the end of the fiscal year ended March 31, 2017 increased by ¥4,510 million from the end of the previous
year to ¥74,606 million. Net assets per share were ¥1,594.70, against ¥1,633.47 at the end of the previous fiscal year. This
was mainly because a ¥2,589 million decrease of treasury shares, a ¥1,980 million increase of capital stock, and a ¥3,696
million increase of capital surplus mainly attributable to the conversion of convertible bonds with stock acquisition rights,
and other increases in net assets outweighed a ¥8,704 million decrease of retained earnings mainly resulting from the
posting of loss attributable to owners of parent.

We have changed a method of translating performance of overseas subsidiaries and others from fiscal year ended March 31, 2017 (spot rate — average rate).
In this page, the figures of before fiscal year ended March 31, 2016 is the results by the method before change (Not reflected the retroactive application).
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Cash Flows

The balance of cash and cash equivalents (the “funds”) on a consolidated basis at the end of the fiscal year ended March
31, 2017 was ¥22,090 million, a decrease of ¥19,598 million compared to the end of the previous year.

v Cash Flows
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Net Cash Provided by (Used in) Operating Activities

Funds used in operating activities amounted to ¥2,570 million (funds provided by operating activities of ¥14,815 million
in the previous year). This was mainly because ¥6,130 million of loss before income taxes and a ¥4,727 million increase in
notes and accounts receivable-trade outweighed ¥8,351 million of depreciation.

Net Cash Provided by (Used in) Investing Activities

Funds used in investing activities amounted to ¥23,290 million, an increase of 8.4% as compared to the previous year. This
was mainly attributable to the purchase of investments in subsidiaries and others resulting in change in scope of consolida-
tion of ¥15,366 million and the purchase of property, plant and equipment of ¥7,119 million.

Net Cash Provided by (Used in) Financing Activities
Funds provided by financing activities amounted to ¥6,826 million, a decrease of 65.2% as compared to the previous year.
This was mainly attributable to net increase in short-term loans payable of ¥7,933 million.

Major Management Indices

The Company uses ROE (return on equity) and ROIC (return on invested capital) as management indices for measuring the
results of its Medium-term Business Plan.

ROE

ROE can be broken down into the ratio of net income to net sales, total asset turnover and financial leverage (total as-
sets/equity).

In fiscal year ended March 31, 2017, ROE was down to -10.3% from 10.1% in the previous year due to the ratio of net
income to net sales, an indicator of profitability, falling below zero as a result of recording advanced costs associated with
new orders and temporary expenses related to acquisitions. In fiscal year ended March 31, 2017, total asset turnover, an
indicator of efficiency, declined year on year due primarily to the consolidated period for net sales being limited to four
months while total assets increased as a result of Graphic Controls, which was acquired in September 2016, being included
in consolidated assets.

The financial situation is more effectively leveraged owing primarily to the fact that the newly consolidated Graphic Con-
trols Group was a company with a high degree of financial leverage.

We have changed a method of translating performance of overseas subsidiaries and others from fiscal year ended March 31, 2017 (spot rate — average rate).
In this page, the figures of before fiscal year ended March 31, 2016 is the results by the method before change (Not reflected the retroactive application).
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ROIC

Nissha defines return on invested capital (ROIC) as operating income after taxes (operating income x (1-effective tax rate
of 35%)) divided by invested assets (working capital + property, plant and equipment + intangible assets + cash and de-
posits + investment securities). Raising ROIC requires efforts to maximize the numerator, which is operating income after
income taxes, and to minimize the denominator, which is invested capital. The Company uses the ROIC tree, shown in the
chart on the following page, to enhance both profitability and efficiency aspects. In fiscal year ended March 31, 2017, ROIC
fell below zero due to the negative operating margin.

Profitability can be divided into the operating income margin on the top, cost of sales ratio (excluding depreciation), sell-
ing and administration cost ratio, depreciation cost ratio, etc. In fiscal year ended March 31, 2017, profitability declined,
primarily due to worsening of the cost of sales ratio (excluding depreciation) to 79.8% as a result of advanced costs in the
Devices Business and other factors and an increase in the selling and administration cost ratio driven mainly by personnel
expenses resulting from a decrease net sales of existing businesses.

Efficiency can be divided into the invested capital turnover at the top, the working capital ratio, the fixed assets ratio, etc.

In fiscal year ended March 31, 2017, the turnover of invested capital worsened mainly due to inclusion of the assets of
the Graphic Controls Group, acquired in September 2016, in consolidated assets. Impacting this was the fact that all of the
invested capital of the Graphic Controls Group was included, whereas the consolidated period for net sales was limited to
four months.

We have changed a method of translating performance of overseas subsidiaries and others from fiscal year ended March 31, 2017 (spot rate — average rate).
In this page, the figures of before fiscal year ended March 31, 2016 is the results by the method before change (Not reflected the retroactive application).
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We have changed a method of translating performance of overseas subsidiaries and others from fiscal year ended March 31, 2017 (spot rate — average rate).
In this page, the figures of before fiscal year ended March 31, 2016 is the results by the method before change (Not reflected the retroactive application).
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Capital Expenditures, M&A Investment, Depreciation and Goodwill Amortization

In fiscal year ended March 31, 2017, large-scale capital expenditures were made in the Devices Business, and aggressive
M&A investments were executed to achieve reorganization of the business portfolio as set forth in the Fifth Medium-term
Business Plan as soon as possible.

The capital expenditures were made to convert the Tsu Plant of the Industrial Materials Business into a production facility
for the Devices Business in order to respond to new large-scale orders. The domestic production functions of the Industrial
Materials Business were consolidated at the Koga Plant. Additionally, construction of the Nissha Innovation Center KYOTO is
underway at the Kyoto headquarters. As a result, capital expenditures across the Group totaled ¥12,267 million. By business,
they were ¥1,579 million in Industrial Materials, ¥8,588 million in Devices, ¥86 million in Life Innovation, ¥151 million in In-
formation and Communication and ¥1,867 million in other and corporate (R&D and management).

At the same time, M&A investment totaling ¥16,392 million was made on an overall Group basis, including acquisition of
the Schuster and Back Stickers groups by the Industrial Materials Business and the Graphic Controls Group by the Life Inno-
vation Business.

Depreciation has increased slightly to ¥8,351 million due to consolidation of the AR Metallizing Group, which the Indus-

trial Materials Business acquired in 2015. Goodwill amortization is on the rise due to M&As, reaching ¥1,003 million.
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We have changed a method of translating performance of overseas subsidiaries and others from fiscal year ended March 31, 2017 (spot rate — average rate).
In this page, the figures of before fiscal year ended March 31, 2016 is the results by the method before change (Not reflected the retroactive application).
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Research and Development

Nissha has achieved growth by working on new product development while making advances in printing to enhance the
Group’s lineup of high value-added products and, at the same time, expanding the target markets. R&D activities to con-
tinuously create high value-added products are an important undertaking that contributes to improvement of the Group’s
corporate value.

Our current R&D activities are being carried out in accordance with the medium-term vision to “acquire and merge new
core technologies into printing technologies and completely reorganize our business portfolio in global growth markets” as
set forth in the Fifth Medium-term Business Plan.

Medium-term product development in response to customer needs is handled by development divisions within business
units while R&D and product development from a longer-term perspective is handled by the Corporate Technology and Re-
search Department.

This department develops a vision for product development, designs development processes and creates supply chain
frameworks —it handles the wide range of functions necessary for development.

R&D expenses for the Group as a whole in fiscal year ended March 31, 2017 were ¥2,422 million, consisting of basic and
applied research conducted by the Corporate Technology and Research Department and development divisions within busi-
ness units that cannot be allocated by segment.

v R&D Expenses

(Millions of yen)
3,000 —

2,500 —

2,699

2,543

2351 233 G 242

2,000 —
1,500 —
1,000 —

500 —

2012/3 2013/3  2014/3 2015/3 2016/3 2017/3 (FY)

Forecast for fiscal year ending December, 2017

During fiscal year ending December, 2017, the global economy is expected to remain on a moderate recovery trend, but
we must keep our eyes on future uncertainties associated with policy trends in the United States, Brexit, and other factors.
The Japanese economy is also forecasted to remain on a moderate recovery trend, but we must closely watch overseas
economies and foreign exchange rates.

Fiscal year ending December, 2017 is to be the last year of the Fifth Medium-term Business Plan starting from April 1,
2015. The Nissha Group aims for the objective set in the Medium-term vision: “We will acquire and merge new core tech-
nologies into printing technologies and completely reorganize our business portfolio in global growth markets.” Our growth
fueled by business portfolio reorganization is expected to progress as projected in the Fifth Medium-term Business Plan.
Specifically, the mainstay Devices Business is projected to drive the profit on a company-wide basis, as new large-scale
orders received advance to the mass-production phase. In the Industrial Materials segment, meanwhile, the sales for the
automotive and metallized paper fields are forecasted to steadily increase. In the Life Innovation Business segment, Graphic
Controls group will contribute to profit throughout the term due to its full-year inclusion in the scope of consolidation.

Moreover, the materiality of the overseas consolidated subsidiaries increased, as their number increased in accordance
with the M&A strategy under the Fifth Medium-term Business Plan. Therefore, it has become increasingly important to pur-
sue enhanced management transparency and quality by promoting the concerted management of group companies, while
disclosing financial results and other information in a timely and appropriate manner. To this end, the Company changed its
fiscal year end date from March 31 to December 31 to set a unified fiscal year end date on a global basis. Fiscal year ending
December, 2017, the transitional period, is the nine-month period from April 1, 2017 to December 31, 2017.

For the consolidated financial results for the fiscal year ending December 31, 2017 (the nine-month period from April 1,
2017 to December 31, 2017), we expect net sales of ¥140,000 million, operating income of ¥5,500 million, ordinary income
of ¥5,100 million, and profit attributable to owners of parent of ¥4,500 million. These figures are based on an exchange rate
of TUSS = ¥110 for the fiscal year ending December 31, 2017.
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v FY2017. 12 Forecast

f————12 months (Reference)

9 months

(Millions of yen)

_ 2017.3 2018.3 - Nine months | 2017.12 Yoy
(Apr.-Mar.) (Apr.-Mar.) YoY ended Fiscal Year (Vs. Nine months
Results Forecast 2016.12 (Apr.-Dec.)Plan ended 2016.12)

Net Sales 115,802 186,000 +60.6% 81,839 140,000 +71.1%
Industrial Materials 47,971 51,700 +7.8% 35,845 38,600 +7.7%
Devices 47,835 99,400 +107.8% 33,957 76,000 +123.8%
Life Innovation 5391 17,600 +226.5% 1,277 13,000 +918.0%
Information and Communication 14,354 17,000 +18.4% 10,582 12,200 +15.3%
Other 250 300 +20.0% 176 200 +13.6%

Operating Income (3,904) 9,000 | Move into the black (1,630) 5,500 | Move into the black

Operating Income Ratio -3.4% 48% +8.2pt -2.0% 3.9% +5.9pt

EBITDA 5,451 20,300 +272.4% 4,862 13,800 +183.8%

EBITDA Ratio 4.7% 10.9% +6.2pt 5.9% 9.9% +4.0pt

Ordinary Income (4,914) 8,400 | Move into the black 2,272) 5,100 | Move into the black

Net Profit Attributable to Owners of Parent (7,408) 7,500 | Move into the black (3,355) 4500 | Move into the black

Business Risks and Other Risks

Risks that could impact Nissha Group’s business performances and financial positions as well as the Company’s stock
prices are described below. Future-oriented statements contained in this discussion are assumptions made currently by the
management as of March 31, 2017.

Customer Needs and Market Trends

In the consumer electronics sector, where the Group’s products are widely used, customer needs and market trends
change quickly and technology and product lifecycles are becoming shorter.

In response to these conditions and with ultimately priority on customer satisfaction, the Nissha Group accurately iden-
tifies market trends and works to provide technologies, products and services that meet customer needs. However, if cus-
tomer needs and market trends change significantly it could have an impact on the business results and financial position
of the Group.

The Group’s sales also tend to be weighted heavily to specific customers. Sales to these important customers could de-
cline due to reasons unaffected by the Group’s management, such as lower demand for customer products or changes in
their specifications or operating strategies. In such cases, it could have an impact on the Group’s business results and fi-
nancial position.

Demand Trends in Related Industries

The Group’s mainstay business is Devices, and it accounts for 41.3% of consolidated net sales (as of fiscal year ended
March 31, 2017). This segment primarily develops business for the consumer electronics sector, including tablets, smart-
phones and game consoles, so if major changes take place in demand trends or price trends in these industries, it could
impact the Group’s business results and financial position.

Exchange Rate Fluctuations

The Group’s overseas sales ratio was 73.9% in fiscal year ended March 31, 2017, and transactions are primarily for-
eign-denominated. The Group works to mitigate future foreign exchange risk using forward exchange contracts and other
instruments, but severe changes in exchange rates could impact the Group’s business results and financial position.

Securities Holdings

As of the end of fiscal year ended March 31, 2017, the Group held investment securities totaling ¥14,147 million, over half
of which are equities. These securities holdings have been verified sufficiently for safety by ascertaining the financial posi-
tion, performance trends, credit ratings and other attributes of the issuers, but marked changes in stock prices and other
factors could impact the Group’s business results and financial position.

Receivables and Inventories

The Group’s notes and accounts receivable at the end of the fiscal year ended March 31, 2017, totaled ¥28,284 million
and inventories totaled ¥15,928 million. The Group works to strengthen credit management and inventory control, but if
major changes take place in the value of these assets due to credit loss or other developments, it could impact the Group’s
business results and financial position.
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‘ Consolidated Financial Statements ‘

Consolidated balance sheets

(Million yen)

As of March 31, 2016

As of March 31, 2017

Assets
Current assets
Cash and deposits

Notes and accounts receivable-trade

Securities
Merchandise and finished goods
Work in process
Raw materials and supplies
Deferred tax assets
Consumption taxes receivable
Other
Allowance for doubtful accounts
Total current assets
Non-current assets

Property, plant and equipment
Buildings and structures
Accumulated depreciation
Buildings and structures, net

Machinery, equipment and vehicles

Accumulated depreciation

Machinery, equipment and vehicles, net

Tools, furniture and fixtures
Accumulated depreciation
Tools, furniture and fixtures, net
Land

Leased assets

Accumulated depreciation
Leased assets, net

Construction in progress

Total property, plant and equipment

Intangible assets
Trademark right
Software
Goodwill
Technical assets
Customer related assets
Other
Total intangible assets
Investments and other assets
Investment securities
Deferred tax assets
Other
Allowance for doubtful accounts

Total investments and other assets

Total non-current assets
Total assets

40,085 22,204
21,665 28284
2,033 33
8,027 6,207
3,806 5115
2,721 4,605
2,234 1,620
1,722 2,594
1,878 7,744
(216) (230)
83,959 78,179
45482 52,954
(25,195) (26,254)
20287 26,699
49,633 50,783
(36,600) (38,468)
13,032 12314
7575 9,547
(6,037) (7,076)
1,537 2,470
5,936 6,076
2,337 2,568
(709) (753)
1,627 1,815
762 1,475
43184 50,852
- 3,857

1,256 814
10,824 23,854
2,563 2,226
3427 6,763
255 988
18327 38505
9,848 14147
288 430
978 1,018
(478) (462)
10,636 15,133
72,148 104,491
156,107 182,670
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(Million yen)

As of March 31, 2016

As of March 31, 2017

Liabilities

Current liabilities
Notes and accounts payable-trade
Short-term loans payable
Current portion of long-term loans payable
Lease obligations
Accrued expenses
Income taxes payable
Provision for bonuses

Provision for directors’ bonuses

Provision for management board benefit trust

Other

Total current liabilities
Non-current liabilities

Bonds payable

Long-term loans payable

Lease obligations

Deferred tax liabilities

Net defined benefit liability

Other

Total non-current liabilities

Total liabilities

Net assets

Shareholders’ equity
Capital stock
Capital surplus
Retained earnings
Treasury shares
Total shareholders’ equity

Accumulated other comprehensive income

Valuation difference on available-for-sale securities

Foreign currency translation adjustment

Remeasurements of defined benefit plans

Total accumulated other comprehensive income

Non-controlling interests

Total net assets

Total liabilities and net assets

24,758 24,872
12,485 20,294
563 1,448
170 268
3,585 5,263
1,313 484
1,730 1,578
60 60

- 101

4,001 11,337
48,669 65,711
20,000 11,760
3,487 13,078
1,633 1,760
5,440 10,019
6,378 4,356
402 1,377
37,342 42,352
86,011 108,064
5,684 7,664
7,355 11,052
54,038 45,334
(2,931 (341)
64,148 63,709
4,977 7,779
1,540 2,560
(570) 331
5,947 10,671
- 225
70,096 74,606
156,107 182,670
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Consolidated statements of operations (Million yen)

Fiscal Year ended Fiscal Year ended
March 31, 2016 March 31, 2017
Net sales 119,796 115,802
Cost of sales 90,581 98,885
Gross profit 29,215 16,916
Selling, general and administrative expenses 18,668 20,820
Operating income (loss) 10,546 (3,904)
Non-operating income
Interest income 77 83
Dividend income 135 116
Gain on investments in partnership 22 52
Other 133 207
Total non-operating income 368 459
Non-operating expenses
Interest expenses 220 470
Share of loss of entities accounted for using equity method 200 25
Foreign exchange losses 1,018 656
Other 237 318
Total non-operating expenses 1,677 1,470
Ordinary income (loss) 9,238 (4,914)
Extraordinary income
Gain on sales of non-current assets 93 118
Gain on revision of retirement benefit plan - 30
State subsidy 181 140
Total extraordinary income 274 289
Extraordinary losses
Loss on sales and retirement of non-current assets 158 437
Loss on valuation of investment securities 493 588
Impairment loss 334 249
Amortization of goodwill 638 -
Loss on subsidy repayment - 229
Total extraordinary losses 1,625 1,505
Profit (loss) before income taxes 7,887 (6,130)
Income taxes-current 1,905 1,160
Income taxes-deferred (915) 138
Total income taxes 990 1,299
Profit (loss) 6,896 (7,430)
Loss attributable to non-controlling interests - 1)
Profit (loss) attributable to owners of parent 6,896 (7,408)
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Consolidated statements of comprehensive income (Million yen)

Fiscal Year ended Fiscal Year ended
March 31,2016 March 31, 2017
Profit (loss) 6,896 (7,430)
Other comprehensive income
Valuation difference on available-for-sale securities (404) 2,814
Foreign currency translation adjustment (1,086) 1,002
Remeasurements of defined benefit plans, net of tax (327) 915
Share of other comprehensive income of entities accounted 6) 8
for using equity method
Total other comprehensive income (1,825) 4740
Comprehensive income 5,071 (2,689)
Comprehensive income attributable to
Comprehensive income attributable to owners of parent 5,071 (2,685)
Comprehensive income attributable to non-controlling - 3)

interests
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Consolidated Statements of Changes in Net Assets

Fiscal Year ended March 31, 2016

(Millions of Yen)

Shareholders’ equity

Capital stock

Capital surplus

Retained earn-
ings

Treasury shares

Total shareholder’s
equity

Balance at the
beginning of current
period

5,684

7,355

48,198

(2,930)

58,308

Cumulative effects of
changes in
accounting policies

231

231

Restated balance

5,684

7,355

48,429

(2,930)

58,539

Changes of items during
the period

Issuance of new shares

Dividends of surplus

(1,287)

(1,287)

Net income attribute to
owners of the parent

6,896

6,896

Purchase of treasury
shares

M

M

Disposal of treasury
shares

Change in ownership
interest of parent due to
transaction with non-
controlling interests

Net changes of items
other than
shareholders’ equity

Total changes of items
during the period

5,609

M

5,608

Balance at the end of the
period

5,684

7,355

54,038

(2,931)

64,148

Accumulated other comprehensive income

Valuation
difference on
available-for-
sale securities

Foreign
currency
translation
adjustment

Remeasure-
ments of defined
benefit plans

Total accumulat-
ed other
comprehensive
income

Minority
interests

Total net
assets

Balance at the
beginning of current
period

5,382

2,865

(242)

8,004

66,313

Cumulative effects of
changes in
accounting policies

(231)

(231)

Restated balance

5,382

2,633

(242)

7,773

66,313

Changes of items during
the period

Issuance of new shares

Dividends of surplus

(1,287)

Net income attribute to
owners of the parent

6,896

Purchase of treasury
shares

M

Disposal of treasury
shares

Change in ownership
interest of parent due to
transaction with non-
controlling interests

Net changes of items
other than
shareholders’ equity

(404)

(1,093)

(327)

(1,825)

(1,825)

Total changes of items
during the period

(404)

(1,093)

(327)

(1,825)

3,782

Balance at the end of the
period

4,977

1,540

(570)

5,947

70,096
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Fiscal Year ended March 31, 2017

(Millions of Yen)

Shareholders’ equity
: . Retained earn- Total shareholder’s
Capital stock Capital surplus ings Treasury shares equity
Balance at the
beginning of current 5,684 7,355 54,038 (2,931) 64,148
period
Cumulative effects of
changes in —
accounting policies
Restated balance 5,684 7,355 54,038 (2,9371) 64,148
Changes of items during
the period
Issuance of new shares 1,980 1,980 3,960
Dividends of surplus (1,295) (1,295)
Net income attribute to
owners of the parent (7,408) (7,408)
Purchase of treasury
shares 19Mm (197)
Disposal of treasury
shares 1,689 2,781 4,470
Change in ownership
interest of parent due to 26 26
transaction with non-
controlling interests
Net changes of items
other than
shareholders’ equity
Total changes of items
during the period 1,980 3,696 (8,704) 2,589 (438)
Balance at the end of the 7,664 11,052 45,334 (341) 63,709
period
Accumulated other comprehensive income
Valuation Foreign _ | Total accumulat- Minority Total net
difference on currency mg:trsng?s&irﬁened ed other interests assets
available-for- [ translation benefit plans comprehensive
sale securities | adjustment P income
Balance at the
beginning of current 4,977 1,540 (570) 5,947 70,096
period
Cumulative effects of
changes in —
accounting policies
Restated balance 4,977 1,540 (570) 5,947 70,096
Changes of items during
the period
Issuance of new shares 3,960
Dividends of surplus (1,295)
Net income attribute to
owners of the parent (7,408)
Purchase of treasury
shares (191)
Disposal of treasury
shares 4,470
Change in ownership
interest of parent due to 26
transaction with non-
controlling interests
Net changes of items
other than 2,801 1,019 901 4,723 225 4,948
shareholders’ equity
Total changes of items
during the period 2,801 1,019 901 4,723 225 4,510
Balange at the end of the 7,779 2,560 331 10,671 225 74,606
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Consolidated statements of cash flows

(Million yen)

Fiscal Year ended
March 31, 2016

Fiscal Year ended
March 31, 2017

Cash flows from operating activities

Profit (loss) before income taxes 7,887 (6,130)
Depreciation 7,879 8,351
Impairment loss 334 249
Amortization of goodwill 1,208 1,003
Gain on revision of retirement benefit plan - (30)
Increase (decrease) in provision for bonuses 205 (185)
Increase (decrease) in provision for directors’ bonuses 17 0
Increase (decrease) in provision for management board ) 107
benefit trust

Increase (decrease) in net defined benefit liability 91 (1,684)
Increase (decrease) in allowance for doubtful accounts 11 an
Interest and dividend income (212) (199)
Interest expenses 220 470
Foreign exchange losses (gains) 345 225
Share of (profit) loss of entities accounted for using equity 200 25
method

Loss (gain) on valuation of investment securities 493 588
Loss (gain) on sales and retirement of non-current assets 65 319
Decrease (increase) in notes and accounts receivable-trade 135 4,727)
Decrease (increase) in inventories (3,695) 3,014
Increase (decrease) in notes and accounts payable-trade 2,584 (1,293)
Other, net (1,344 (164)
Subtotal 16,205 (76)
Interest and dividend income received 205 204
Interest expenses paid (245) (477)
Income taxes paid (1,358) (2,447)
Income taxes refund 4 219
Net cash provided by (used in) operating activities 14,811 (2,570)

Cash flows from investing activities

Proceeds from withdrawal of time deposits 280 370
Payments into time deposits (439) (106)
Purchase of property, plant and equipment (4,181) (7,119)
Payments for retirement of property, plant and equipment (57 73)
Proceeds from sales of property, plant and equipment - 301
Payments from sales of property, plant and equipment (236) -
Purchase of intangible assets (319) (431)
Proceeds from sales of intangible assets 9 0
Purchase of securities (35) -
Purchase of investment securities (892) (824)
Purchase of shares of subsidiaries and associates - 22)
;’rl:(rjc:gaﬁs“ea?efsmvestments in other securities of subsidiaries 32) (110)
Payments of loans receivable 4) 3)
Collection of loans receivable 10 10
Fucaseofstares of e andoihers esing i (5672 05369
Other, net 63 84
Net cash provided by (used in) investing activities (21,500) (23,290)
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(Million yen)

Fiscal Year ended
March 31,2016

Fiscal Year ended
March 31, 2017

Cash flows from financing activities
Net increase (decrease) in short-term loans payable
Proceeds from long-term loans payable
Repayments of long-term loans payable
Proceeds from issuance of bonds
Payments for issuance of bonds
Commission fee paid
Repayments of lease obligations
Purchase of treasury stock-net
Cash dividends paid

Proceeds from changes in ownership interests in subsidiaries
that do not result in change in scope of consolidation

Net cash provided by (used in) financing activities

Effect of exchange rate change on cash and cash equivalents

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

1,464 7,933
- 1,485

91) (1,220)
19,986 -
- (23)

91 (42)
(123) (191)
M (1)
(1,284) (1,293)
- 180
19,657 6,826
(764) (563)
12,204 (19,598)
29,484 41,688
41,688 22,090

Nissha Report 2017 | Consolidated Financial Statements | 060



Company Outline

Company Outline

Name
Nissha Co., Ltd.

Global Headquarters
3 Mibu Hanai-cho, Nakagyo-ku, Kyoto 604-8551,
Japan

President and CEO, Chairman of the Board
Junya Suzuki

Founded
October 6, 1929

Established
December 28, 1946

Capital
¥7,664,790 thousand
*As of End of March 2017

Employees
802 (Consolidated number of employees: 5,133)
*As of End of March 2017

Consolidated Subsidiaries
57 *As of End of June 2017

Bases

Japan: 16 (including affiliated companies)
Overseas: 41 (including locally incorporated
companies and equity method affiliates)

End of Fiscal Year
December 31

Website

Corporate Information
www.nissha.com/english/

IR Information
www.nissha.com/english/ir/

Contact Points for Investors

Investor Relations

3 Mibu Hanai-cho, Nakagyo-ku, Kyoto 604-8551,
Japan

T+81 75 811 8111 (Main Switch Board)

Stock Data (As of End of March 2017)

Total number of authorized shares
180,000,000 shares

Total number of outstanding shares
46,822,153 shares

Number of shareholders
6,798

Number of shares per trading unit
100

Stock exchange listings
Tokyo

Large Shareholders

Number of share Percentage of share-

held (thousands)  holding (%)
Japan Trustee Services Bank, Ltd (Trust Account) 2,792 5.96
Suzuki Kosan Co., Ltd. 2,563 5.47
Meiji Yasuda Life Insurance Company 2,341 5.00
Mizuho Bank, Ltd. 2,076 4.43
The Bank of Kyoto, Ltd. 1,442 3.08
The Master Trust Bank of Japan, Ltd. (Trust Account) 1,253 2.67
Nissha Kyoeikai 1,037 2.21
DIC Corporation 905 1.93
0ji Holdings Corporation 894 1.91
MSCO CUSTOMER SECURITIES 885 1.89

Breakdown of Shareholders by Type
(Ration of Shares Owned)

0.2%

Treasury Stock

I Japanese Financial Institutions and Securities Firms

I Foreign Institutions and Individuals
Other Japanese Corporations
Japanese Individuals and Others
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www.nissha.com

Nissha Report 2017 (For the Year Ended March 31, 2017)

Date of Issue
August 2017

Publisher

Junya Suzuki

President and CEO, Chairman of the Board
Nissha Co., Ltd.

Editors
Investor Relations
Nissha Co., Ltd.

Photograph
Nissha F8, Inc.

20170©Nissha Co., Ltd.

All rights reserved.

No part of this report may be reproduced or transmitted in any form or by
any means, electronic or mechanical, including photocopying or recording
or by any information storage and retrieval system, without the written per-
mission of the publisher.

Forward-looking Statements

This Nissha Report contains statements that constitute forward-looking
statements regarding the intent, beliefs or current expectations of Nissha
Co., Ltd. or its management with respect to the results of operations and
financial condition of Nissha and its subsidiaries. Such forward-looking
statements are not guarantees of future performance and involve risks and
uncertainties, and actual results may differ from those in the forward-look-
ing statements as a result of any number of factors. The information
contained in this Nissha Report identifies those factors that could cause
such differences. The forward-looking statements speak only as of the date
hereof. Nissha disclaims any obligation to update or publicly announce any
revisions to these forward-looking statements to reflect future events, con-
ditions or circumstances.

The results and forecast presented on this report are all consolidated basis
except as otherwise noted.

Nissha Printing Co., Ltd. changed its trade name to Nissha Co., Ltd. on Oc-
tober 6, 2017.

Unless otherwise indicated, the content of this issue is based on informa-
tion available as of the end of June, 2017. (The trade name, changed on
October 6, 2017, have updated.)

FineTouch is a Nissha’s touch sensor.

FineTouch and IMD are eather registered trademark or a trademark of Nis-
sha Printing Co., Ltd.
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