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provided that the Japanese original prevails over its English translation in the case of any discrepancy found between documentation.
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1. Consolidated results for the third quarter of FY 2019 (January 1, 2019-September 30, 2019)

(1) Consolidated operating results

Note: Percentages represent changes compared with the same period of the previous fiscal year.

(2) Consolidated results (balance sheet)

Revenues % change | Operating profit | % change Net income % change
First nine months of FY 2019 ¥508,851 million 19.3 ¥160,878 million 64.3 ¥117,395 million 65.6
First nine months of FY 2018 ¥426,440 million 10.0 ¥97,912 million 28.4 ¥70,872 million 22.5
Net income
attributable to |, Total . o
. % change | comprehensive | % change
Chugai income
shareholders
First nine months of FY 2019 ¥117,395 million 66.9 ¥114,588 million 61.7
First nine months of FY 2018 ¥70,340 million 23.0 ¥70,856 million 21.8
Earnings per share Earnings per share
(Basic) (Diluted)
First nine months of FY 2019 ¥214.48 ¥214.17
First nine months of FY 2018 ¥128.60 ¥128.39

Total assets

Total equity

Equity attributable
to Chugai
shareholders

Ratio of equity
attributable to
Chugai shareholders

As of Sep. 30, 2019
As of Dec. 31, 2018

¥1,025,336 million

¥919,548 million

¥813,136 million
¥756,529 million

¥813,136 million
¥755,864 million

79.3%
82.2%




2. Dividends

Annual dividends per share
End of first End of second End of third End of fiscal year Total
quarter quarter quarter
FY ended Dec. 2018 - ¥31.00 - ¥55.00 ¥86.00
FY ending Dec. 2019 - ¥48.00 —

Notes: 1. Whether the most recent dividend forecast has been revised: Yes
2. The dividend forecast for the fiscal year ending December 31, 2019 has not been determined at this time.
Reference: Regarding the revised dividend forecast, please refer to “Notice of Revisions to Dividend Forecast for Fiscal Year
Ending December 31, 2019” announced today October 24, 2019 and “Consolidated Forecasts and Other forward-
looking Statements” on page 7 of the attached document.

3. Consolidated forecasts for FY 2019 (January 1, 2019-December 31, 2019)

Core operating
profit

Core earnings Core dividend

0,
Revenues 6 change per share payout ratio %

% change

First nine months of FY
2019 (Results)

FY ending Dec. 2019
(Revised forecast)

FY ending Dec. 2019
(Original forecast)

¥508,851 million 74.8 ¥171,053 million 78.5 ¥227.06 75.2 -

¥680,000 million 17.3 ¥218,000 million 67.3 ¥302.00 71.2 Undecided

¥592,500 million 2.2 ¥143,000 million 9.7 ¥198.00 12.2 48.5

Notes: 1. Percentages shown for forecasts of revenues, Core operating profit and Core EPS represent changes from the same
period of the previous fiscal year. Percentages for results represent the percentage of revised forecast levels that have
been achieved to date.

2. Whether the most recent forecasts for consolidated figures have been revised: Yes

3. The figures for the consolidated forecasts and actuals are calculated based on Core basis indicators established by
Chugai Pharmaceutical Co., Ltd. (“Chugai”) and used on a consistent basis. Core EPS is diluted earnings per share
attributable to Chugai shareholders on a Core basis.

Reference: Regarding the revised consolidated forecasts please refer to “Notice of Revisions to Financial Forecasts” announced

today October 24, 2019 and “Consolidated Forecasts and Other forward-looking Statements” on page 7 of the
attached document.

4. Others

(1) Changes in the state of material subsidiaries during the period (Changes in the state of specific subsidiaries with change in scope
of consolidation): None
(2) Changes in accounting policies and changes in accounting estimates
(a) Changes in accounting policies required by IFRS: Yes
(b) Changes in accounting policies other than those in (a) above: None
(c) Changes in accounting estimates: None

(3) Number of shares issued (common stock):

() Number of shares issued at the end of 1 ¢ g0 30 2019 559,685,889 | As of Dec. 31, 2018 559,685,889
the period (including treasury stock)

(b) Number of treasury stock at the end of |\ & r g0 30,2019 12,229,655 | As of Dec. 31,2018 12,459,413
the period

(c) Average number of shares issued during | First nine months of FY First nine months of FY
the period (nine months) 2019 547,349,316 2018 546,965,253

Notes:
The quarterly financial statements are not subject to quarterly reviews.

Explanation of the appropriate use of performance forecasts and other related items

(1) Portions of this report that refer to performance forecasts or any other future events are believed to be reasonable under
information available at the time of the forecasts. Actual results may differ from these forecasts due to potential risks and
uncertainties.

(2) The forecast which is published for shareholders and investors is based on the internal management indicator Core basis under
International Financial Reporting Standards (“IFRS”). The difference between IFRS results and Core results will be explained at
each event and presentation.

(3) For the specifics of the forecasts, please refer to “Consolidated Forecasts and Other forward-looking Statements” on page 7 of
the attached document.

(4) Chugai is scheduled to hold a conference call as noted below. The materials used for the call, the verbal recording, the Q&A,
and other related documents will be posted on the Chugai’s website following the conclusion of the conference call.

Teleconference for institutional investors, securities analysts and the media (Japanese only): October 24, 2019, Thursday (Japan
time).

The English translation of the conference materials will be posted on the website on the next business day.
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Chugai Pharmaceutical Co., Ltd. (4519) CONSOLIDATED FINANCIAL STATEMENTS (3" quarter of FY 2019)

1. Qualitative Information
(1) Consolidated operating results in billions of yen

First nine months of First nine months of
FY 2019.12 FY 2018.12 % change
(Jan. 1, 2019-Sep. 30, 2019) (Jan. 1, 2018-Sep. 30, 2018)
Core results
Revenues 508.9 426.4 +19.3
Sales 440.5 388.7 +13.3
El(ézallllltées and other operating 68.4 377 1814
Cost of sales (201.3) (194.3) +3.6
Gross profit 307.5 232.1 +32.5
Marketing and distribution (51.0) (50.4) +1.2
Research and development (72.0) (66.3) +8.6
General and administration (13.5) (12.2) +10.7
Operating profit 1711 103.3 +65.6
Net income 124.5 74.6 +66.9
IFRS results
Revenues 508.9 426.4 +19.3
Operating profit 160.9 97.9 +64.4
Net income 117.4 70.9 +65.6

Consolidated financial highlights (IFRS results)

Revenues for the nine months under review were ¥508.9 billion (an increase of 19.3% year on year), operating
profit for the nine months under review was ¥160.9 billion (an increase of 64.4% year on year), and net income for
the nine months under review was ¥117.4 billion (an increase of 65.6% year on year). These results include non-
Core items, such as amortization of intangible assets of ¥0.9 billion, impairment loss of intangible assets of ¥2.5
billion, special additional allowance and other expenses related to an early retirement incentive program of ¥5.1
billion and restructuring expenses of ¥1.7 billion, which are excluded from the Core results that Chugai adopts to
manage recurring business activities.

Consolidated financial highlights (Core results)
Revenues for the nine months under review were ¥508.9 billion (an increase of 19.3% year on year), due to a great
increase in sales as well as royalties and other operating income.

Of revenues, sales were ¥440.5 billion (an increase of 13.3% year on year), due to an increase in export of
Alecensa to Roche, along with the favorable sales growth of domestic sales of new products as well as mainstay
products in the Oncology area and new products in other areas, etc. Royalties and other operating income
amounted to ¥68.4 billion (an increase of 81.4% year on year), due to a large increase in royalties for Hemlibra
and profit-sharing income.

Cost to sales ratio was 45.7%, a 4.3 percentage point improvement year on year, due to a change in the product
mix, etc. As a result, gross profit amounted to ¥307.5 billion (an increase of 32.5% year on year).

Operating expenses were ¥136.5 billion (an increase of 5.9% year on year). Marketing and distribution expenses
were ¥51.0 billion (an increase of 1.2% year on year). Research and development expenses amounted to ¥72.0
billion (an increase of 8.6% year on year) due to the progress of projects, etc. General and administration expenses
amounted to ¥13.5 billion (an increase of 10.7% year on year) due to an increase in various expenses, etc. As a
result, Core operating profit was ¥171.1 billion (an increase of 65.6% year on year) and Core net income was
¥124.5 billion (an increase of 66.9% year on year).



Chugai Pharmaceutical Co., Ltd. (4519) CONSOLIDATED FINANCIAL STATEMENTS (3" quarter of FY 2019)

Note: Core results

Chugai discloses its results on a Core basis from 2013 in conjunction with its transition to IFRS. Core results are
the results after adjusting non-recurring items recognized by Chugai to IFRS results, and are consistent with the
Core concept disclosed by Roche. Core results are used by Chugai as an internal performance indicator, for
explaining the status of recurring profits both internally and externally, and as the basis for payment-by-results.

For further details regarding the adjustment to IFRS results, please refer to the Supplementary Materials on page 1,
entitled “Reconciliation of IFRS results to Core results.”

Sales breakdown in billions of yen

First nine months of First nine months of
FY 2019.12 FY 2018.12 % change
(Jan. 1,2019-Sep. 30,2019) | (Jan. 1,2018-Sep. 30, 2018)

Sales 440.5 388.7 +13.3
Domestic sales 3244 290.8 +11.6
Oncology 179.7 163.3 +10.0
Bone and joint diseases 80.5 72.4 +11.2
Renal diseases 25.9 26.3 (1.5)
Others 38.4 28.8 +33.3
Overseas sales 116.0 97.9 +18.5

Domestic sales
Domestic sales were ¥324.4 billion (an increase of 11.6% year on year) due to the favorable growth of new
products as well as mainstay products in the Oncology area and new products in the other areas, etc.

Oncology products sales were ¥179.7 billion (an increase of 10.0% year on year). This increase was due to the
favorable sales of mainstay products, Perjeta (a HER2 dimerization inhibitory humanized monoclonal antibody,
anti-cancer agent) and a new product, Tecentriq (an anti PD-L1 humanized monoclonal antibody, anti-cancer
agent), despite a decrease in sales of Rituxan (an anti-CD20 monoclonal antibody, anti-cancer agent), etc. as a
result of the NHI drug price revisions in 2018 and the launch of generic drugs. In September 2019, we launched
Rozlytrek (a tyrosine kinase inhibitor, anti-cancer agent).

Bone and joint diseases products sales were ¥80.5 billion (an increase of 11.2% year on year). This was due to the
steady performance of mainstay products such as Actemra (a humanized anti-human IL-6 receptor monoclonal
antibody) and Edirol (an oral therapeutic agent for osteoporosis).

Renal diseases products sales amounted to ¥25.9 billion (a decrease of 1.5% year on year). Other products sales
were ¥38.4 billion (an increase of 33.3% year on year) due to the favorable market penetration of a new product,
Hemlibra (coagulation factor VIII substitute), despite the impact of the transfer of long-term listed products in the
previous fiscal year.

Overseas sales
Overseas sales amounted to ¥116.0 billion (an increase of 18.5% year on year) mainly due to an increase in export
of Alecensa to Roche.
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R&D activities
R&D expenses on a Core basis for the first nine months under review totaled ¥72.0 billion (an increase of 8.6%
year on year), and the ratio of R&D expenses to revenue resulted in 14.1%.

Progress made in R&D activities during the period from January 1, 2019 to September 30, 2019 was as follows.

Oncology
e  We obtained approval for the ROS1/TRK inhibitor RG6268 (Product name: Rozlytrek) for the indication of

NTRK fusion-positive advanced/recurrent solid tumors in June, 2019 and launched in September. We filed an
application for the expected indication of non-small cell lung cancer (NSCLC) in March, 2019.

e We obtained approval for the engineered anti-PD-L1 monoclonal antibody RG7446 (Product name:
Tecentriq) for the additional indications of extensive-stage small cell lung cancer in August and PD-L1-
positive, hormone receptor-negative and HER2-negative inoperable or metastatic breast cancer in September,
2019, respectively. We also received approval for the additional formulation of Tecentriq 840 mg in
September, 2019. We started Phase III multinational study for Tecentriq for the expected indication of
NSCLC (neoadjuvant) in May, 2019. We decided to discontinue the development for prostate cancer
considering the results of Phase III multinational study (IMbassador250).

e We filed anti-HER2 antibody-tubulin polymerization inhibitor conjugate RG3502 (Product name: Kadcyla)
for adjuvant therapy in patients with HER2-positive early breast cancer in August, 2019

Autoimmune Diseases

e  We started Phase I study for human IL-22 fusion protein RG7880 for the expected indication of inflammatory
bowel disease in July, 2019.

e We decided to discontinue the development of the humanized anti-human IL-6 receptor monoclonal antibody
MRA/RG1569 for systemic sclerosis considering the results of Phase III multinational study (focuSSced).

Neurology
e We filed anti-IL-6 receptor recycling antibody SA237/RG6168 for the expected indication of neuromyelitis

optica spectrum disorder in the US and the EU.

e  We started Phase III multinational study for the antisense oligonucleotide targeting H77 mRNA RG6042 for
the expected indication of Huntington’s disease in March, 2019.

e  We started Phase I study for RG7906 for the expected indication of psychiatric disorders in January, 2019.

e  We started Phase I study for vasopressin 1a receptor antagonist RG7314 for the expected indication of autism
spectrum disorder in May, 2019.

Other diseases

e We obtained approval of the anti-FIXa/FX bispecific antibody ACE910/RG6013 (Product name: Hemlibra)
for routine prophylactic treatment for adults or children with hemophilia A without inhibitors to factor VIII,
administered once weekly, every two weeks, or every four weeks, as well as for additional dosing options of
every two weeks or every four weeks in adults or children with hemophilia A with factor VIII inhibitors in
Europe in March, 2019.

e We started Phase III multinational study for the anti-VEGF/Ang2 bispecific antibody RG7716 for the
expected indication of wet age-related macular degeneration in February, 2019.

e We started Phase I study for anti-FIXa/FX bispecific antibody NXTO007 for the expected indication of
hemophilia A in August, 2019.
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(2) Consolidated financial position
Assets, liabilities and net assets in billions of yen

September 30, 2019 December 31, 2018 % change

Net operating assets (NOA) and Net assets

Net working capital 239.4 235.1 +1.8

Long-term net operating assets 308.7 270.1 +14.3

Net operating assets (NOA) 548.2 505.3 +8.5

Net cash 286.2 249.2 +14.8

Other non-operating assets — net (21.2) 2.1 —

Total net assets 813.1 756.5 +7.5
Consolidated balance sheet (IFRS basis)

Total assets 1,025.3 919.5 +11.5

Total liabilities (212.2) (163.0) +30.2

Total net assets 813.1 756.5 +7.5

From the first quarter of the fiscal year ended 31 December 2019, the Group has implemented IFRS 16 ‘Leases’.
As a result, leased assets, including right-of-use asset, lease receivable and so on totalling ¥ 15.2 billion and lease
liabilities totaling ¥ 14.6 billion have been recorded on the balance sheet, effective 1 January 2019. Please refer to
“Changes in accounting policies” on page 13.

Net operating assets (NOA) at September 30, 2019 were ¥548.2 billion, an increase of ¥42.9 billion since the end
of the previous fiscal year. Of NOA, net working capital was ¥239.4 billion (an increase of ¥4.3 billion since the
end of the previous fiscal year), due mainly to increases in other accounts receivable for royalties of Hemlibra as
well as settlement of other accounts payable for long-term prepaid expenses for outsourcing of manufacturing,
despite factors including an increase in other accounts payable related to the new construction of the Chugai Life
Science Park Yokohama. Long-term net operating assets increased by ¥38.6 billion since the end of the previous
fiscal year to ¥308.7 billion, due mainly to the investment in the Chugai Life Science Park Yokohama and an
increase in right-of-use assets.

As indicated in “Cash flows” on the next page, net cash, including marketable securities and interest-bearing debt,
increased by ¥37.0 billion since the end of the previous fiscal year to ¥286.2 billion. Other non-operating assets —
net decreased by ¥23.3 billion since the end of the previous fiscal year to ¥(21.2) billion, due mainly to an increase
in lease liabilities, etc.

As a consequence, total net assets were ¥813.1 billion (an increase of ¥56.6 billion since the end of the previous
fiscal year).

Note: Net operating assets (NOA) and Net assets

The consolidated balance sheet has been prepared in accordance with International Accounting Standards (IAS)
No. 1, “Presentation of Financial Statements.” On the other hand, Net operating assets (NOA) and Net assets are a
reconfiguration of the consolidated balance sheet as internal indicators and are identical to the indicators disclosed
by Roche. Furthermore, no items from Net operating assets (NOA) and Net assets have been excluded, as the Core
results concept only applies to the income statement.

For further details, please refer to the Supplementary Materials on page 8, entitled “Financial position.”

Note: Net operating assets (NOA)

Net operating assets allow for an assessment of the Group’s operating performance of the business independently
from financing and tax activities. Net operating assets are calculated as net working capital, long-term net
operating assets that includes property, plant and equipment, right-of-use assets, intangible assets etc. minus
provisions.
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Cash flows in billions of yen

First nine months of First nine months of
FY 2019.12 FY 2018.12 % change
(Jan. 1, 2019-Sep. 30, 2019) | (Jan. 1, 2018—Sep. 30, 2018)

Free cash flows

Operating profit - [FRS basis 160.9 97.9 +64.4
Operating profit, net of operating cash adjustments 186.8 116.4 +60.5
Operating free cash flows 131.0 90.7 +44.4
Free cash flows 97.1 60.7 +60.0
Net change in net cash 37.0 25.8 +43.4

Consolidated statement of cash flows (IFRS basis)

Cash flows from operating activities 128.0 86.8 +47.5
Cash flows from investing activities (30.9) (45.2) (31.6)
Cash flows from financing activities (64.7) (34.2) +89.2
Net change in cash and cash equivalents 30.2 6.9 +337.7
Cash and cash equivalents at September 30 177.0 146.0 +21.2

Operating profit, net of operating cash adjustments, amounted to ¥186.8 billion (an increase of 60.5% year on
year), which was calculated by adjusting for depreciation and other items that are included in operating profit but
are not accompanied by cash inflows or outflows and all inflows and outflows related to NOA that are not
accompanied by profit and loss. Operating free cash flows for the nine months under review amounted to a net
inflow of ¥131.0 billion (an increase of 44.4% year on year) due to a significant increase in operating profit,
despite an increase in net working capital, etc. of ¥21.5 billion and expenditures of ¥27.6 billion for the purchase
of property, plant and equipment and intangible assets. Factors accounting for the increase in net working capital,
etc. are as indicated in “Assets, liabilities and net assets” on the previous page. With the application of IFRS 16
“Leases,” operating free cash flows include expenditures of ¥6.6 billion for lease liabilities paid.

Free cash flows were a net cash inflow of ¥97.1 billion (an increase of 60.0% year on year) due mainly to income
taxes paid of ¥34.5 billion and settlement for transfer pricing taxation of ¥2.2 billion paid from operating free cash
flows.

The net change in net cash calculated by subtracting dividends paid of ¥56.2 billion and purchase of non-
controlling interests of ¥2.3 billion, etc. from free cash flows was an increase of ¥37.0 billion.

The net change in cash and cash equivalents, excluding changes in marketable securities and interest-bearing debt,
was a net cash inflow of ¥30.2 billion. The cash and cash equivalents balance at the end of this period amounted to
¥177.0 billion.

Note: Free cash flows (FCF)

The consolidated statement of cash flows has been prepared in accordance with International Accounting Standard
(IAS) No. 7, “Statement of Cash Flows.” FCF is a reconfiguration of the consolidated statement of cash flows as
internal indicators and is identical to the indicators disclosed by Roche. Furthermore, no items from FCF have
been excluded, as the Core results concept only applies to the income statement.

For further details, please refer to the Supplementary Materials on page 9, entitled “Cash flows.”
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(3) Consolidated Forecasts and Other forward-looking Statements

(a) Consolidated forecasts for FY 2019 (January 1, 2019-December 31, 2019)
The full-year consolidated forecasts have been revised from the original forecasts announced on Jan 31, 2019.

R Core operating Core earnings Core dividend

evenues S
profit per share payout ratio %

FY ending Dec. 2019 ¥592.5 billion | ¥143.0 billion ¥198.00 48.5

Original forecast (A)

FY ending Dec. 2019 ¥680.0 billion |  ¥218.0 billion ¥302.00 Undecided

Revised forecast (B)

Change (B-A) +87.5 billion +75.0 billion +¥104.00 -

Change (%) +14.8 +52.4 +52.5 -

FY ended Dec. 2018 ¥579.8 billion | ¥130.3 billion ¥176.42 48.7

(Results)

Revenues have been revised to ¥680.0 billion, an increase of ¥87.5 billion from the original forecast announced on
Jan 31, 2019.

The revised assumptions have been reflected based on the growth of domestic sales of mainstay products as well
as new products in the Oncology area along with sales such as Hemlibra and an increase in export to Roche.
Royalties and other operating income for Hemlibra have also progressed significantly well in view of the original
forecast.

Core operating profit forecast has also been revised to ¥218.0 billion, an increase of ¥75.0 billion from the original
forecast.

In addition to the above-mentioned revision of revenue forecast, the improvement of the cost to sales ratio has
been included due to a change in the product mix from the original assumption, etc.

Core EPS is forecasted to be ¥302.00, an increase of ¥104.00 from the original forecast.
Year-end dividend forecast and the forecast for the Core dividend payout ratio have not been determined at this
time.

The revised full-year consolidated forecasts are based on updated foreign exchange rate assumptions: 1CHF = 112
JPY, 1EUR = 122 JPY, 1USD = 108 JPY, and 1SGD =79 JPY.

(b) Revision of Dividend Forecast
Year-end dividend forecast has been revised to undecided as shown in the table below.

Dividend per share
End of second End of fiscal year Total
quarter

FY ending Dec. 2019
Original forecast (A) ¥48.00 ¥48.00 ¥96.00
FY ending Dec. 2019 _ . .
Revised forecast (B) Undecided Undecided
FY ending Dec. 2019 ¥48.00 - —
FY ended Dec. 2018 ¥31.00 ¥55.00 ¥86.00

Reflecting the significant changes in the profit structures, year-end dividend will be decided after the fiscal year
end based on basic profit distribution principles*.

*Regarding income distribution, taking into account the strategic funding needs and earning prospects, Chugai
aims for a consolidated dividend payout ratio of 50% on average in comparison with Core EPS to provide a stable
allocation of profit to all shareholders.

Note: In “l. Qualitative Information,” amounts less than ¥0.1 billion have been rounded to the nearest ¥0.1 billion. Figures for
changes in amounts and percentages have been calculated using data denominated in ¥0.1 billion units.
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2. Interim Condensed Consolidated Financial Statements and Major Notes

(1) Interim condensed consolidated income statement and interim condensed consolidated statement of
comprehensive income
1) Interim condensed consolidated income statement in millions of yen

First nine months ended September 30

2019 2018
Revenues 508,851 426,440
Sales 440,450 388,696
Royalties and other operating income 68,401 37,744
Cost of sales (202,001) (195,013)
Gross profit 306,850 231,428
Marketing and distribution (54,385) (50,442)
Research and development (76,911) (70,882)
General and administration (14,676) (12,191)
Operating profit 160,878 97,912
Financing costs (96) (86)
Other financial income (expense) 6 (74)
Other expense (2,211) (2,119)
Profit before taxes 158,577 95,632
Income taxes (41,181) (24,760)
Net income 117,395 70,872
Attributable to:
Chugai shareholders 117,395 70,340
Non-controlling interests - 532
Earnings per share
Basic (yen) 214.48 128.60
Diluted (yen) 214.17 128.39
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2) Interim condensed consolidated statement of comprehensive income in millions of yen

First nine months ended September 30

2019 2018
Net income recognized in income statement 117,395 70,872
Other comprehensive income
Remeasurements of defined benefit plans (12) -
Financial assets measured at fair value through OCI (314) 769
Items that will never be reclassified to the income statement (327) 769
Financial assets measured at fair value through OCI 4 1)
Cash flow hedges 411 244
Currency translation of foreign operations (2,896) (1,027)
Items that are or may be reclassified to the income statement (2,480) (785)
Other comprehensive income, net of tax (2,807) 15s)
Total comprehensive income 114,588 70,856
Attributable to:
Chugai shareholders 114,588 70,341
Non-controlling interests - 516
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(2) Interim condensed consolidated balance sheet in millions of yen

September 30, 2019 December 31, 2018

Assets

Non-current assets:

Property, plant and equipment 247,907 222,388
Right-of-use assets 10,416 -
Intangible assets 22,401 22,699
Financial non-current assets 5,982 9,723
Deferred tax assets 38,428 35,568
Other non-current assets 32,163 29,077

Total non-current assets 357,297 319,455

Current assets:

Inventories 168,956 159,360
Accounts receivable 197,506 179,556
Current income tax assets 0 3
Marketable securities 109,134 102,533
Cash and cash equivalents 177,022 146,860
Other current assets 15,421 11,781
Total current assets 668,039 600,093
Total assets 1,025,336 919,548
Liabilities
Non-current liabilities:
Long-term debt - (82)
Deferred tax liabilities (8,907) (9,031)
Defined benefit plan liabilities (14,495) (14,671)
Long-term provisions (2,331) (2,072)
Other non-current liabilities (8,195) (1,946)
Total non-current liabilities (33,929) (27,802)

Current liabilities:

Short-term debt — (133)
Current income tax liabilities (29,285) (19,567)
Short-term provisions - €))
Accounts payable (103,377) (71,706)
Other current liabilities (45,609) (43,810)
Total current liabilities (178,271) (135,218)
Total liabilities (212,200) (163,019)
Total net assets 813,136 756,529
Equity:
Capital and reserves attributable to Chugai shareholders 813,136 755,864
Equity attributable to non-controlling interests — 664
Total equity 813,136 756,529
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(3) Interim condensed consolidated statement of cash flows in millions of yen

First nine months ended September 30

2019 2018

Cash flows from operating activities
Cash generated from operations 190,031 119,780
(Increase) decrease in working capital (21,531) 2,742
Payments made for defined benefit plans (3,540) (2,025)
Utilization of provisions 2) (27)
Other operating cash flows (2,402) (2,350)
Cash flows from operating activities, before income taxes paid 162,556 118,121
Income taxes paid (34,524) (31,289)
Total cash flows from operating activities 128,033 86,833

Cash flows from investing activities
Purchase of property, plant and equipment (21,073) (23,808)
Purchase of intangible assets (6,544) (4,568)
Disposal of property, plant and equipment 94 4
Interest and dividends received 141 113
Purchases of marketable securities (178,769) (193,507)
Sales of marketable securities 172,159 174,412
Purchases of investment securities (988) (709)
Sales of investment securities 4,105 2,863
Total cash flows from investing activities (30,875) (45,199)

Cash flows from financing activities
Purchase of non-controlling interests (2,307) -
Interest paid (23) “4)
Lease liabilities paid (6,618) -
Dividends paid to Chugai shareholders (56,226) (34,900)
Exercise of equity compensation plans 499 897
(Increase) decrease in own equity instruments (16) (12)
Other financing cash flows (16) (146)
Total cash flows from financing activities (64,707) (34,164)
Net effect of currency translation on cash and cash equivalents (2,289) (567)
Increase (decrease) in cash and cash equivalents 30,162 6,902
Cash and cash equivalents at January 1 146,860 139,074
Cash and cash equivalents at September 30 177,022 145,977
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(4) Interim condensed consolidated statement of changes in equity in millions of yen
For the first nine months ended September 30, 2018 (Jan. 1, 2018—Sep. 30, 2018)

Attributable to Chugai shareholders

Non-

Share Capital  Retained  Other S . Total
: . ubtotal controlling .

capital surplus  earnings reserves interests Uity
At January 1, 2018 72,970 64,815 550,974 3,166 691,924 973 692,897
Impact of changes in accounting policies - - 10,606 - 10,606 — 10,606
At January 1, 2018 (revised) 72,970 64,815 561,580 3,166 702,530 973 703,503
Net income — — 70,340 — 70,340 532 70,872
l(:)lgzlmmal assets measured at fair value through _ _ _ 768 768 _ 768
Cash flow hedges — — — 244 244 - 244
Currency translation of foreign operations - - - (1,011)  (1,011) (16) (1,027)
Total comprehensive income — — 70,340 1 70,341 516 70,856
Dividends — —  (35,003) —  (35,003) (817)  (35,820)
Equity compensation plans 26 (117) - - 91 - 91)
Own equity instruments — 1,200 — — 1,200 — 1,200
Transfer from other reserves to retained earnings — — 1,498 (1,498) — — —
At September 30, 2018 72,995 65,898 598,415 1,669 738,977 671 739,648

For the first nine months ended September 30, 2019 (Jan. 1, 2019-Sep. 30, 2019)
Attributable to Chugai shareholders
. . Non-

She}re Capital Reta}ned Other Subtotal controlling Tot.al

capital surplus  earnings reserves interests equity
At January 1, 2019 73,000 66,043 618,091  (1,270) 755,864 664 756,529
Net income — — 117,395 — 117,395 — 117,395
lggalmmal assets measured at fair value through _ _ _ 311) 311) _ 311)
Cash flow hedges — — — 411 411 - 411
Currency translation of foreign operations — — — (2,896) (2,896) — (2,896)
Remeasurements of defined benefit plans - - (12) - (12) — (12)
Total comprehensive income - — 117,383 (2,795) 114,588 — 114,588
Dividends — —  (56,373) —  (56,373) —  (56,373)
Equity compensation plans 14 42 — — 56 - 56
Own equity instruments - 643 - - 643 - 643
Changes in non-controlling interests - - (1,662) 19 (1,643) (664) (2,307)
Transfer from other reserves to retained earnings — — 2,433 (2,433) — — —
At September 30, 2019 73,014 66,728 679,872  (6,478) 813,136 — 813,136
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(5) Notes regarding the going concern assumption
None

(6) Notes regarding the interim condensed consolidated financial statements
General accounting principles and significant accounting policies
a. Basis of preparation of the consolidated financial statements
These financial statements are the interim condensed consolidated financial statements (“Interim Financial
Statements™) of Chugai, a company registered in Japan, and its subsidiaries (“the Group”). The common stock
of Chugai is publicly traded and listed on the Tokyo Stock Exchange under the stock code “TSE: 4519.” The
Interim Financial Statements were approved by the Board of Directors on October 24, 2019.

Roche Holding Ltd. is a public company registered in Switzerland and the parent company of the Roche Group,
which discloses its results in accordance with IFRS. The shareholding percentage of Roche Holding Ltd. in
Chugai is 59.89% (61.23% of the total number of shares issued excluding treasury stock). The Group became
principal members of the Roche Group after entering into a strategic alliance in October 2002.

The Group meets all of the requirements for a “Specified Company under Designated International Financial
Reporting Standards” as stipulated under Article 1-2 of the “Ordinance on Terminology, Forms, and
Preparation Methods of Quarterly Consolidated Financial Statements” (Japanese Cabinet Ordinance No. 64,
2007). Hence, in accordance with Article 93 of the same Ordinance, the Interim Financial Statements have been
prepared in accordance with International Accounting Standard (IAS) No. 34 “Interim Financial Reporting.”

The Interim Financial Statements should be used with the consolidated financial statements for the year ended
December 31, 2018 as they do not include all the information as required for the consolidated financial
statements for the full fiscal year.

The Interim Financial Statements are presented in Japanese yen, which is Chugai’s functional currency and
amounts are rounded to the nearest ¥1 million. They have been prepared using the historical cost convention
except for items that are required to be accounted for at fair value.

b. Key accounting judgments, estimates and assumptions

The preparation of the Interim Financial Statements requires management to make judgments, estimates, and
assumptions that affect the reported amounts of revenues, expenses, assets, liabilities, and contingent amounts.
Actual outcomes could differ from those management estimates. The estimates and underlying assumptions are
reviewed on an on-going basis and are based on historical experience and various other factors. Revisions to
estimates are recognized in the period in which the estimate is revised.

The information for judgment, estimates, and assumptions that have a material impact on the amount
recognized in the Interim Financial Statements of the Group is principally the same for the prior fiscal year.

c. Significant accounting policies
The Group applies the same significant accounting policies that are used for the previous fiscal year to the
Interim Financial Statements, except for those stated in d. Changes in accounting policies below.

d. Changes in accounting policies

In 2019 the Group has adopted IFRS 16 ‘Leases’, including any consequential amendments to other standards,
effective 1 January 2019. The nature and the effects of the changes from implementing IFRS 16 ‘Leases’ most
relevant to the Group’s Interim financial statements are given below.

-13 -



Chugai Pharmaceutical Co., Ltd. (4519) CONSOLIDATED FINANCIAL STATEMENTS (3" quarter of FY 2019)

IFRS16 ‘Leases’

Effective 1 January 2019 the Group has implemented IFRS 16 ‘Leases’. IFRS 16 replaces existing leases
guidance, including IAS 17 ‘Leases’, and sets out the principles for recognition and measurement of leases. The
new standard results in an increased volume of disclosure information in the Annual Financial Statements. The
main effect on the Group is that IFRS 16 introduces a single, on-balance sheet lease accounting model for
lessees. It requires a lessee to recognise assets and liabilities for its leases unless practical expedients are
applied for the recognition exemption. As a result, leased assets, including right-of-use asset, lease receivable
and so on totalling ¥ 15,203 million and lease liabilities totalling ¥ 14,553 million have been recorded on the
balance sheet, effective 1 January 2019.

The application of the new standard results in the interest element of what have previously been reported as
operating lease costs being recorded as interest expenses. Given the leases involved and the current low interest
rate environment, this effect is not material to the Group.

The main impact of the new standard on the statement of cash flows is that cash flows in respect of leases
previously reported as operating leases are reported as part of cash flows from financing activities except for
short-term lease payments, payments for leases of low-value assets and variable lease payments not included in
the measurement of the lease liability from 1 January 2019. Previously these were included within cash flows
from operating activities.

Transition approach.

The Group has applied the cumulative catch-up method for the transition. Therefore the cumulative effect of
adopting IFRS 16 has been recognised as an adjustment to leased assets, including right-of-use asset, lease
receivable and so on totalling ¥ 15,203 million and lease liabilities totalling ¥ 14,553 million at 1 January 2019,
with no restatement of comparative information. There is no impact for the opening balance of retained
earnings at the date of initial application because the Group measures right-of-use asset which is an amount
equal to the lease liability. However we have adjusted the lease liability by the amount of any prepaid or
accrued lease payments relating to that lease recognised on the balance sheet immediately before the date of
initial application. Except for this adjustment, there is no material impact on the Group’s performance or
financial position from the application of this standard.

Some practical expedients permitted by the standard are used, notably to not reassess upon transition whether
an existing contract contains a lease, and the recognition exemptions for short-term leases and leases of low-
value assets.

Presentational changes.

As a result of implementing IFRS 16, the Group has made a number of presentational changes in 2019, notably
to present ‘Right-of-use assets’ as a separate line item in the balance sheet and to include lease liabilities in
other current and non-current liabilities. A new note for ‘Leases’ will be created to include the increased
volume of required disclosure information in the Annual Financial Statements.
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