Non-consolidated Financial Results for the Fiscal Year Ended December 31, 2018

(Japanese GAAP)
February 14, 2(a
Stock listings MotloéESE
URL http://www.umnpharma.com/en/

Company name
Securities code
Representative Tatsuyoshi Hirano Chairman and CEO

Contact person Hiroyuki Hashimoto CFO (TEL)+81-£259840

Scheduled date of ordinary general shareholderstimg March 27, 2019 Scheduled date of Dividend payments —
Scheduled date of filing securities report March3m. 9
Supplementary materials for financial results :Yes

Briefing session of financial results :Ye$or institutional investors and analysts(in Japarwsgy) )

UMN Pharma Inc.
4585

(Rounded down to nearest milioyen

1. Financial Results for Fiscal Year Ended Decemhie818 (From January 1, 2018 to December 31, 2018

(1) Operating results (Percentage indications show changes from correlpgnfigures for the previous period)

Net sales Operating income Ordinary incomg Netnmeo
Million yen % Million yen %/| Million yen %| Million yen %
FY2018 103 (0.4) (606) — (609) — (728) —
FY2017 104 98.0 (498) — (158) — (159) —
. . Net income as | Ordinary income agOperating income ¢
N:kt] allr:g(?rgg sri)(?r I;Ire];;gc_orgi;su{)eedr percentage of net percentage of total percentage of nef
assets assets sales
Yer Yer % % %
FY2018 (55.12 — (199.3) (39.7) (585.6)
FY2017 (12.96 — (56.8) (12.3) (478.7)
(Reference) Equity in net income of affiliates FY2018 —NMillion yen FY2017 — Million yen
(2) Financial position
Net assets as percentag
Total assets Net assets total asse Net assets per share
Million yen Million yen % Yer
As of Dec.31,2018 1,177 382 31.7 24.43
As of Dec.31,2017 1,189 357 18.9 27.93
(Reference) Shareholders’ equitds of December 31, 2018373Million yen As of December 31, 2017 357Million yen
(3) Cash flows
Cash flows from operatiCash flows from investiriCash flows from financiriCash and cash equivale
activities activities activities at end of fiscal year
Million yen Million yen Million yen Million yen
FY2018 (578 (133) (©)] 1,018
FY2017 (561 ()] 1,729 1,734
2. Dividends
Annual dividends per share Total _|Dividends a
dividends Payout ratiq percentage
End of Q1 End of Q2 End of Q3| Year end Total of net assefs
Yer Yer Yer Yer Yer| Million yen % %
FY2017 — 0.00 — 0.00 0.00 — — —
FY2018 — 0.00 — 0. 00 0.00 — — —
FY2019(forecast) — 0. 00 — 0 .00, 0 .00, —

3. Forecasts for the Fiscal Year Ending Decembgef@19 (from January 1, 2019 to December 31, 2019)

(Percentage indications show changes from correlipgiiigures for the previous period)

Net sales Operating income Ordinary incomg Netrimeo Profit per sharg
Million yen % Million yer % Million yen % Million yen % Yen
Full year 100 (3.5 (887 — (891) — (893) — (58.36)

(Note) The above forecast is the plan of salesDR&penses, and administration expenses basedeoniger of achieving
milestone conditions for First Phase of partnershifh Shionogi & Co., Ltd.. On the other hand, if thens#ion to
Second Phase is reached to agree, there is a ifiys#ilat the forecast value including sales andos will fluctuate
significantly depending on economic conditions aimber agreements. The Company will disclose promafter
realization of the agreement of shifting to SecBhdse, and necessity of revision of business feteca



*(Notes)
(1) Application of special accounting treatment preparation of quarterly non-consolidated financial None

statements

(2) Changes in accounting policies, changes inwating estimates, and restatements

1) Changes due to revised accounting standards None
2) Changes due to revised accounting policies dhzar 1) : None
3) Changes in accounting estimates : None
4) Restatements : None

(3) Number of common shares issued

1) Number of shares issued
i . As of December 31,2018 15,296,50s of December 31,201} 12,796,500
(including treasury shares)
2) Number of treasury shares As of December 31,2018 50 As of December 31,201} 50
3) Average number of shares outstanding | as of December 31,2018 13,221,107s of December 31,2017 12,270,011

* These (non-consolidated) financial results artside the scope of audit.

**Explanation regarding the appropriate use of fagts of business results and other points to teglno

The financial forecast is based on judgments atichates that have been prepared on the basis afation available as at
the time of disclosure of this material and assimmgtabout uncertain factors that could affectftrecasts of business results
made as at the time of disclosure of this matefibk actual business results may differ materitithyn the forecasts due to
various factors in the future. For forecast presiaed usage notes for earnings forecasts, plefsetoel. Summary of
Operating Results and Financial Position, (4) FutDutlook”
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1. Summary of Operating Results and Financial Rwsit

(1) Summary of Operating Results

During the current fiscal year, the Japanese ecgrsxperienced a slow recovery tendency in corporate
earnings and employment environment by effect ohemic policy of the government. On the other hand,
in addition to weak individual consumption in a destic market, concerns about the global economic
situation has not been dispelled, such as desatin of a surrounding area and an increase dihégef
caution against the trend of the US trade poliog, apaque situation still continues in the future.

In Japanese pharmaceutical industry, growth of dicak pharmaceutical market has slowed due to
measures to curb medical expenses, so expandimg tive global market by the development of
pharmaceutical products is becoming increasinglyoirtant.

In such an economic environment, the Company hes developing “Next-generation biopharmaceutical
in-house development business”, aiming to creatddri value-added “*next-generation logical vaccine”
capable of higher efficacy and efficient productidm addition, the Company has also been developing
“Contract manufacturing business for biopharmacaigi, aiming at securing stable earnings. As apthe
Company has been focusing on two businesses.

In “Next-generation biopharmaceutical in-house d@wment project”, the Company has been promoting
R&D activities related to fundamental core techggl@and basic research on development candidatssdba
on capital and business alliance signed with Sigpo&oCo., Ltd. (hereinafter referred to as “Shioipgn
October 31, 2017, aiming to select initial basigelepment candidates from fundamental core teclyyolo
related to drug discovery, including vaccine fogy@nting infection in humans from a part of the @any’s
proprietary development pipeline in next generabapharmaceutical development project, and alsmfr
new development candidates targets other than usehaeveloped pipeline, and also aiming to promote
fundamental research. On May 29 and October 253,282 Company was confirmed that  tfieafd 2¢
milestone conditions achieved. In accordance vateiving milestone fees, the Company has achiealed s
plan for this fiscal year. As of the date of distlce, the Company has been promoting R&D activibésied
to development of fundamental core technology tiea@ the % milestone condition.

In terms of the in-house development pipeline,@loenpany has given the following development codes
newly in accordance with rearrangement of the pastnership and has been promoting R&D based on
original technology. In addition, all of the progseas of this disclosure date has been in bagands stage.

UMN-101 : Recombinant seasonal influenza HA vaccine
UMN-102 : Recombinant HIN1 influenza HA vaccine

UMN-103 : Recombinant Rotavirus single vaccine

UMN-104 : Recombinant Norovirussingle vaccine

In addition, the Company has entered into the joedearch agreement with National Institutes of
Biomedical Innovation, Health and Nutrition (heraiter referred to as “NIBIOHN") on June 26, 201®Han
on December 1, 2017, and has been promoting résaactdevelopment activities aiming at creatingxiNe
generation logical vaccine”, which is state-of-#re-biopharmaceuticals including new vaccine, bsirfg
new **adjuvant seeds owned by NIBIOHN and manufaoty technology owned by the Company. The
Company has been conducting an analysis of the memesponses in animals aiming at finding optimal
combinations of the Company’s multiple vaccine ¢daté antigens and multiple adjuvants of NIBIOHN
and has been beginning to acquire knowledge leadirige creation of next-generation logical vaccife
collaborative research has been promoted, the tawe hgreed to extend the joint research perioduhg,J
2019, dated June 22, 2018.

On the other hand, in the contract manufacturingiimss for biopharmaceuticals, as result a of waorki
on orders that are mainly focused on related tanpeship with Shionogi from universities and public
research institutions, the Company has provideddages form institutions that the Company receindte
previous fiscal year.

Concerning the introduction of new development liyge through the achievement of the contracts from
universities and public research institution sq fent only for consignment of manufacturing at tesearch
stage but also for candidates that can be expéutee commercialized, and the Company has beevefcti
working on as one of the introduction routes ofhieg/ly developed pipeline.

As disclosed in “Notice concerning the record of extraordinary losses” dated July 31, 2018, the
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Company has recorded an impairment loss of ¥80i606sand as an extraordinary losses in the second
quarter, based on the “Accounting standards reg@riatnpairment loss of fixed assets”, since the lahd
Akita Plant was recognized to be remarkable dedtimaarket value against book value.

In addition, as disclosed in “Announcement of thetpership contract termination related to Zikadiae
Development with Protein Sciences Corporation av&tipg extraordinary losses”, the Company has agree
to terminate the basic contract with Protein SasnCorporation (Head Office: CT, United Statessiient:
Mirelli W. Fino) and to withdraw the consortium, igh is for development of Zika infection vaccine,
because of considering the situation of businedscapital alliance with Shionogi, and of receneition of
Zika virus, and that our development priority alsad become low. The Company has recorded USD
348,706 (36,272 thousand yen, exchange rate JPY2A04SD) as a burden cost among the consortium, as
an extraordinary losses by loss on liquidation abibess. Against this extraordinary losses, sitee t
Company worked to reduce costs, mainly such aopeed, expendable and outsourcing expenses, and in
addition, as a part of R&D expenses moved to the first quarter of FY2019, the impact of extraoraly
losses has been absorbed.

In addition, since the excess of debt has beeriviex$an the fiscal year ended December 31, 2014, th
grace period warrants concerning delisting was eladcon the Tokyo Stock Exchange Co., Ltd. on March
30, 2018.

As a result of the above, net sales amount of ifwalfyear was ¥103,610 thousand (a decrease @f 0.4
from the same period last year). On the other hdneé to the recording of R&D expenses related to
business alliance with Shionogi, facility improvemexpenses for Yokohama laboratory, and restarting
expenses of Akita plant etc., the operating loss ¥&06,770 thousand (¥498,127 thousand of operkatisg
in the same period of the previous year), and tdeary loss was ¥609,796 thousand (¥158,422 tmaLish
ordinary loss in the same period of the previouaryeand as a result of recorded ¥80,605 thousénd o
impairment loss and ¥36,272 thousand of loss aridafion of business as extraordinary losses libthpet
loss for the fiscal year was ¥728,736 thousand $E® thousand of net loss in the same period @f th
previous year).

In addition, ¥1,124 thousand of foreign exchangagydue to fluctuations in exchange rates was desgbr
as non-operating income.

In addition, since the Company has a single segmieRi&D of medical drugs and related business, the
description of business results by segment is ethitt

*Next-generation logical vaccine: The next-genemalogical vaccine that the Company has been aiffiing

is a development concept of vaccine, integratedméinant protein antigen production technologyueaait
technology and formulation/drug delivery technolpgytilizing various knowledge, know-how and
technology of biopharmaceutical technology platfommich has been developed for over 10 years by the
Company. By next-generation logical vaccine, tleen@any has been aiming at the realization of optima
high effectiveness and high productivity for a &drgnfectious disease. In other words, by utilizing
formation/drug delivery technology, it is possibderealize high effectiveness by inducing optinmaiiunity

for each targeted infectious disease. In additignutilizing adjuvant technology, not only it is gxible to
realize high effectiveness with less antigen amdount also it is possible to secure a supply amthattcan
cover the market with the Company’s current proidmcsystem and also to contribute to cost reductign
introducing efficiently producing recombinant priotantigens.

**Adjuvant: Pharmaceutical additives for the purpasf immunopotentiating to increase effectivenelss o
vaccine.



(2) Summary of financial position
The financial position as of December 31, 2018&ifodows,

Current assets:

Current assets amounted to ¥1,077,324 thousandhwdorresponded to a decrease of ¥759,619
thousand from the end of the previous fiscal y&ais was mainly due to a decrease of ¥715,862
thousand in cash and deposits.

Non-current assets:

Non-current assets amounted to ¥100,048 thousahithveorresponded to an increase of ¥45,748
thousand from the end of the previous fiscal y&ais was mainly due to an increase of ¥80,605
thousand of land.

Current liabilities:

Current liabilities amounted to ¥52,854 thousandhictv corresponded to an increase of ¥6,087
thousand from the end of the previous fiscal y&hars was mainly due to an increase in income taxes
payable of ¥5,125 thousand.

Non-current liabilities:

Non-current liabilities amounted to ¥742,384 thauksavhich corresponded to a decrease of ¥744,655
thousand from the end of the previous fiscal y€his was mainly due to a ¥745,000 thousand decrease
in convertible bond-type bonds with share acquisitights.

Net assets:
Net assets amounted to ¥382,134 thousand, whiglesponded to an increase of ¥24,696 thousand
from the end of the previous fiscal year.

(3) Summary of Cash Flows
The balance of cash and cash equivalents (hereinaferred to as “cash”) at the end of the figeslr
amounted to ¥1,018,410 thousand, which correspotadiecrease ¥ 715,862 thousand from the end of
the previous fiscal year.

Operating cash flows:
Net cash spent on operating activities amounte®&568,483 thousand, including mainly ¥726,674
thousand of loss before income taxes.

Investing cash flows:
Net cash spent on investing activities amounted183,539 thousand, including mainly ¥161,211
thousand of purchase of property, plant and equipme

Financing cash flows:
Net cash spent on financing activities amounte®3®&38 thousand, including mainly ¥3,239 thousand
of payments for issuance of common shares.



(4) Future Outlook

In terms of future economic trends, although thmestic economy is moderately recovering, Consumer
trends, foreign exchange trends, US trade poliegional situation, and economic trends of emerging
countries etc. still remain uncertain, unstablaress conditions will continue.

Based on new business policy disclosed on Febrlérp017, the Company has been developing mainly
next-generation biopharmaceutical in-house devedsyirbusiness and contract manufacturing businesss, a
as disclosed on October 31, 2017 that “Notice opitahand business alliance, issuance of new shares
through third-party allotment and thé' Linsecured convertible bond-type bonds with shaguisition
rights”, the company has alliance with Shionogimiag to development of fundamental core technology
related to drug discovery including vaccine to pr@vhuman infections. The Company are also beeimgim
to select and promote the targets of initial depelent candidates from parts of the Company’s pedgry
pipeline that the Company has already been devedopiext-generation biopharmaceutical in-house
development business, and from other than the Coygpaevelopment pipeline. And the Company also
issued new shares and tieuhsecured convertible bond-type bonds with shegeisition rights allocating
to Shionogi. The business alliance with Shionogiamposed of two phases, First Phase and Secorsg,Pha
and capital and business alliance is related tst Hhase, which is assumed to be about until teoén
December 31, 2019.

In First Phase, both companies will develop fundatadecore technology related to formulation inchgli
vaccine for prevention of human infectious diseaseig the Company’s various findings, know-hong a
technology, which are related to vaccine for préwgninfection. In parallel, the Company will selec
development candidates form a part of the Compapstprietary pipeline that the Company has been
developing in the next-generation biopharmaceuiitddouse development project, or from other tHaa t
Company’s in-house pipeline, and will develop fuméatal research. During First Phase, the Compaty wi
receive milestone fees from Shionogi based on aehient conditions of prescribed results every hadr
for two years. In the fiscal year ended December 288, the Company has achieved tfleahd 2¢
milestone status and has received the fees. Thep@uonwill continue to promote R&D to complete tHe 3
and 4" milestone conditions in the fiscal year 2019.

In addition, First Phase will shift to Second Phasdhe time when both companies judge that certain
results will be obtained in development of fundatakoore technology. Shionogi and the Company will
select development candidates based on fundamess@arch results that has been pursuing in parallel
The two companies will discuss on an exclusivenieeagreement or other form of cooperation aiming t
promote research development, application, and claurby using established technology through
development of fundamental core technology. Whéfteshto Second Phase, it is assumed that the Caynpa
will be in charge of making investigational drugmméacturing, preparing for commercial productiom &s
production, and continuing research on developmearididates determined by both companies as
development subjects. Shionogi will be in charge amnducting non-clinical and clinical trials,
pharmaceutical affairs and sales.

In capital and business alliance agreement, duirgl Phase, in order to bear the obligation taifoon
the work related to this alliance, the Company wilncentrate on research and development activities
related alliance with Shionogi at Yokohama labamatand Akita plant, so the Company will carry out
consignment work etc. in contract manufacturingitess of biopharmaceutical to the extent that ésdoot
interfere with the progress of the capital and hess partnership.

Accordingly, in the fiscal year ended DecemberZ119, as in the previous fiscal year, the Compaifly w
aim to steadily secure sales by achieving tfleaBd 4" milestone conditions, related to alliance with
Shionogi, during First Phase. In addition, by &alj the shift to Second Phase, the Company witl fair
further sales growth. On the other hand, as meadcabove, as for contract manufacturing business of
biopharmaceuticals, the Company has decided tonexphae business to Academia etc., focusing on
consignment work related to future new developmearididates targets, so it is necessary to estimate
conservatively its business scale, so the contnaginess is not being reflected in sales plan.

The Company will continue to promote basic researdiouse development pipelines, such as UMN-101
(Recombinant seasonal influenza HA vaccine, pobgwg UMN-102 (Recombinant HIN1 influenza HA
vaccine), UMN-103 (Recombinant Rotavirus single ciag), UMN-104 (Recombinant Norovirus single
vaccine).



Regarding expenses, although reducing expensesthattough cost control, since the Company has
planned aggressive R&D investment and recruitmewotder to achieve related to First Phase of thenake
with Shionogi, R&D and general and administratixpenses are expected to increase in the fiscal264.

Based on the above activity policy, the Companynpta secure sales, promoting R&D activity
aggressively, and the Company estimated 100 mijlemof net sales, 887 million yen of operatings|®91
million yen of ordinary loss and 893 million yen &t loss The above forecast is the plan of sales, R&D
expenses, and administration expenses based otisprefrachieving milestone conditions for First Snaf
partnership with Shionogi. On the other hand, & ttansition to Second Phase is reached to adrer, is a
possibility that the forecast value including salsd so on will fluctuate significantly depending o
economic conditions and other agreements. The Coynpall disclose promptly after realization of the
agreement of shifting to Second Phase, and negedsitvision of business forecast.

On the financial side, 745,000 thousand yen (2fh060sand shares) , which is a part of tleidsecured
convertible bond-type bonds with share acquisitights to shares allotted to Shionogi, has beeweed
into the Company’s common stock, and the net agdae at the end of the fiscal year ended Decer@bger
2018, is 382 million yen. Taking into consideratmincurrent financial situation, in order to avagcessive
debt at the end of the fiscal year ending Decen®igr2019, it is necessary to convert the uncongerte
balance of stock subscription rights of 715,200u#famd yen (2,400 thousand shares) into the Company’
common stock as will. The essential condition & thhe Company’s common stock price has exceed&d 29
yen of the original conversion price, and that deeelopment of First Phase is progressing steaghlythe
Company will strive to satisfy the conditions fdeady conversion. Also, in the future, since iassumed
that additional fundraising will be required forpiamentation of the affiliated Second Phase, thengamy
will have closer talks with Shionogi regarding nesazy fund procurement for R&D in Second Phaseet t
transition of it.

Although the above forecast figures are based ernnttormation currently acquired by the Company and
certain assumptions that deemed rational, the Coynga@es not promise to realize it. Actual busirressilts
may differ greatly due to various factors.

In next-generation biopharmaceutical in-house dgaknt business, if it is delay in achieving asalime
milestone conditions due to the Company’s proge#sstion of R&D related to alliance with Shionogi,
there is a possibility that it may be differentrfrahe forecast. In the contract manufacturing bessnfor
biopharmaceuticals, although the Company estimatessplan based on contents of orders already
confirmed, if the delivery schedule is changedrdhis a possibility that it may be different frotretforecast.
Furthermore, in terms of costs, according to pregref R&D, there is a possibility that forecastsyrba

changed. The Company will promptly disclose whetogmizing that it is necessary to revise business
forecasts.

2. Accounting Standards

Almost of the Company’s stakeholders are domestareholders, creditors, and business partners etc.

In order to ensure comparability with other donegteers in the same industry, the Company applies
Japanese accounting standards.



3. Non-consolidated Financial Statements and Notes
(1) Non-consolidated Balance Sheets
(Thousands of yen)

As of December 31, 2017 As of December 31, 2018
Assets
Current assets
Cash and deposits 1,734,272 1,018,410
Raw materials — 5,946
Work in process 1,526 —
Advance payments - trade 61,829 13,716
Prepaid expenses 9,163 9,106
Consumption taxes receivable 26,887 23,442
Other 3,265 6,703
Total current assets 1,836,944 1,077,324
Non-current assets
Property, plant and equipment
Land — 80,605
Total property, plant and equipment — 80,605
Investments and other assets
Lease and guarantee deposits 43,967 16,295
Other 10,332 3,146
Total investments and other assets 54,300 19,442
Total non-current assets 54,300 100,048
Total assets 1,891,244 1,177,373
Liabilities
Current liabilities
Accounts payable - other 40,303 37,792
Accrued expenses 1,758 4,042
Income taxes payable 1,408 6,534
Deposits received 3,295 4,485
Total current liabilities 46,766 52,854
Non-current liabilities
Con\{ert_lble _bond-type bonds with share 1,460 200 715,200
acquisition rights
Asset retirement obligations 23,125 23,469
Other 3,714 3,714
Total non-current liabilities 1,487,040 742,384
Total liabilities 1,533,806 795,238
Net assets
Shareholders' equity
Capital stock 306,915 679,415
Capital surplus
Legal capital surplus 306,915 679,415
Total capital surpluses 306,915 679,415
Retained earnings
Other retained earnings
Retained earnings brought forward (256,194) (984,931)
Total retained earnings (256,194) (984,931)
Treasury shares (197) (197)
Total shareholders' equity 357,437 373,701
Share acquisition rights — 8,433
Total net assets 357,437 382,134
Total liabilities and net assets 1,891,244 1,177,373




(2) Non-consolidated Statements of Income

(Thousands of yen)

Fiscal year ended
December 31, 2017

Fiscal year ended
December 31, 2018

Net sales
Cost of sales
Gross profit
Selling, general and administrative expenses
Operating loss
Non-operating income
Interest income
Foreign exchange gains
Subsidy income
Office work fee
Rent income on facilities
Other
Total non-operating income
Non-operating expenses
Interest expenses
Interest on bonds
Share issuance cost
Bond issuance cost
Issuance cost of subscription rights to shares
Total non-operating expenses
Ordinary loss
Extraordinary losses
Impairment loss
Loss on liquidation of business
Total extraordinary losses
Loss before income taxes
Income taxes - current
Total income taxes
Net Loss

104,050 103,610

3,003 1,677

101,046 101,933

599,174 708,704

(498,127) (606,770)
6 5

— 1,124
336,618 —
6,603 2,592
9,073 —
779 28
353,080 3,751
15 —

396 2,938
4,534 3,239
8,428 —

— 599
13,374 6,777

(158,422) (609,796)

— 80,605

— 36,272

— 116,878

(158,422) (726,674)
636 2,062

636 2,062

(159,059) (728,736)




(3) Non-consolidated Statements of Change in Neess
FY2017 (From January 1 to December 31, 2017)

(Thousands of yen)

Shareholders' equity
Capital surplus Retained earnings
Other retained
. earnings
Capital stock Legal capital Other capital Total capital Retained Total retained
surplus surplus surplus X earnings
earnings
brought
forward
Balance at beginning of o
current period 10,117,021 9,786,021 9,786,021 | (19,700,179)| (19,700,179)
Changes of items during
period
Issuance of new share: 89,400 89,400 89,400
Issuance of new share
- exercise of share 67,515 67,515 67,515
acquisition rights
Capital reduction (9,967,021) (9,636,021) 19,603,043 9,967,021
Deficit disposition (19,603,043) [ (19,603,043) 19,603,043 19,603,043
Loss (159,059) (159,059)
Net changes of items
other than
shareholders' equity
Total changes of items (9,810,106) |  (9,479,106) - (9,479,106) 19,443,984 | 19,443,984
during period
g::%’:fe atend of current 306,915 306,915 - 306,915 (256,194) (256,194)
Shareholders' equity Share Total net
Total acquisition
Treasury shareholders' rights assets
shares )
equity
Balance at beginning of
current period (197) 202,666 6,120 208,786
Changes of items during
period
Issuance of new share 178,800 178,800
Issuance of new share:
- exercise of share 135,030 135,030
acquisition rights
Capital reduction — —
Deficit disposition — —
Loss (159,059) (159,059)
Net changes of items
other than (6,120) (6,120)
shareholders' equity
Total changes of items -
during period 154,770 (6,120) 148,650
Balgnce at end of current| (197) 357,437 - 357,437
period




FY2018 (From January 1 to December 31, 2018)

(Thousands of yen

Shareholders' equity
Capital surplus Retained earnings
Other retained
earnings Treasury Total
Capital stock Legal capital Total capital - Total retained shares shareh_olders
Retained : equity
surplus surplus ] earnings
earnings
brought
forward
Balance at beginning of 306,915 306,915 306,915 (256,194) (256,194) (197) 357,437
current period
Changes of items during
period
Issuance of new share
- exercise of share 372,500 372,500 372,500 745,000
acquisition rights
Loss (728,736) (728,736) (728,736)
Net changes of items
other than
shareholders' equity
Total changes of items o
during period 372,500 372,500 372,500 (728,736) (728,736) 16,263
g::;r;fe atend of current 679,415 679,415 679,415 (984,931) (984,931) (197) 373,701
Share
acquisition Toa;asler:t
rights
Balance at beginning of -
current period 357,437
Changes of items during
period
Issuance of new share:
- exercise of share 745,000
acquisition rights
Loss (728,736)
Net changes of items
other than 8,433 8,433
shareholders' equity
Total changes of items 8433 24,696
during period ' '
Balance at end of current 8433 382 134
period ' '

10




(4) Non-consolidated Statements of Cash Flows

(Thousands of yen)

Fiscal year ended
December 31, 2017

Fiscal year ended
December 31, 2018

Cash flows from operating activities

Loss before income taxes (158,422) (726,674)
Impairment loss - 80,605
Issuance cost of subscription rights to shares — 599
Share-based compensation expenses - 8,433
Interest income (6) (5)
Interest expenses 15 -
Interest on bonds 396 2,938
Share issuance cost 4,534 3,239
Bond issuance cost 8,428 —
Subsidy income (336,618) -
Loss on liquidation of business - 36,272
Decrease (increase) in notes and accounts
. 6,130 —
receivable - trade
Other, net (82,854) 19,358
Subtotal (558,396) (575,232)
Interest income received 6 5
Interest expenses paid (411) (2,938)
Income taxes paid (2,921) (318)
Net cash provided by (used in) operating activitie (561,723) (578,483)
Cash flows from investing activities
Purchase of property, plant and equipment - (161,211)
Payments for guarantee deposits (50) (1,320)
Proceeds from collection of guarantee deposits — 28,992
Net cash provided by (used in) investing activitie: (50) (133,539)
Cash flows from financing activities
Repayments of long-term loans payable (25,000) —
Proceeds from issuance of convertible bond-type
. o 1,451,771 —
bonds with subscription rights to shares
Proceeds from issuance of common shares 308,215 —
Payments for issuance of common shares - (3,239)
Payments for issuance of subscription rights to
- (599)
shares
Other, net (5,040) —
Net cash provided by (used in) financing activitie: 1,729,946 (3,838)
Net increase (decrease) in cash and cash equisalen 1,168,173 (715,862)
Cash and cash equivalents at beginning of period 566,098 1,734,272
Cash and cash equivalents at end of period 1,734,272 1,018,410
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