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Consolidated Balance Sheets

Terumo Corporation and subsidiaries
March 31, 2014 and 2013

Millions of yen

Assets 2014 2013
Current Assets:

Cash and deposits (NOtES 2 @Nd 18) «+--+xxrrrrrermsmmeriii i ¥ 95619 ¥ 78,201
Notes and accounts receivable—trade (NOte 18) «----orrerermmemmmiiiii 101,520 95,008
Less: alloWaNCe fOr dOUDIUI BCCOUNLS <+« ««««xrxrrrrrenenmenenreneneenenrenesnenenaenesaenesneneenenaenenaens (1,394) (1,220)
Notes and accounts receivable—trade, NEt -+« ««x e et 100,126 93,788
INVENEONIES (NOTE 3) «rrvreereresn e 93,966 85,180
Deferred tax assets (NOTE 8)  ««+rrrrerrrerrrmri i 12,341 11,258
Other current assets (NOTE 24)  ««xxsrrrrrrmserreiii e 8,934 18,528
IO 102 0 18 0= A ooy = ko 310,986 286,955

Property, Plant and Equipment:

Y o IR TP 21,758 21,827
Buildings and StruCtUres (NOE 13)  «++++««sreerrrrreaasaaiiiiiiiiiii e 148,177 136,828
Machinery, equipment and vehicles (NOte 13) «--xxrrrmrmmrrrmaaaniiiiiiiiii e 209,614 197,713
Lease asSets (NOE 183) «:rxeecerrrrttmiuiiiiiiii it 1,590 1,611
CONSErUCEON iN Progress (NOE 13) ««««xr--rssrasmrmmmmmiiriaaaaa i 27,975 17,794
Other equipment and fUrNItUrE(NOE 13) +--+++++xxrrrrrrrrraaaaariiii e 40,355 38,504
449,469 414,277

Less: acCumulated QEPrECIAtION «--++++++«xxrrrrrrrrraaaiiiiie i (291,714) (269,452)
Net property, plant and @OUIPIMENT:«««««««««--xxsssssmmmmmmiiiiiaaa i 157,755 144,825

Investments and Other Assets:
Investment securities, including investment securities of

unconsolidated subsidiaries and affiliates (Notes 4 and 18) «-«-cocovveverereiiiiii, 37,955 30,305
GOOAWIIl (NOLE 13) e eeeenm ettt 154,161 149,322
Customer relationships (NOTE 13) -« rrrererrrrmrmm i 93,969 90,707
Deferred tax assets (NOTE 8) ««+rrrrrrrrerrrmii i 5,323 5,154
Retirement benefit aSset (NOLE 7) «--«xxerrrrmmnmmeii 2,573 —
Other assets (NOtES 7 @Nd 13) «««exrrrrrrrmsemmmrii e 70,092 63,764

Total INVESIMENTS ANG OLNEI ASSELS -+« xxrrrrrrrrrtrtati it a s 364,073 339,252
IO L2 LI N oo = £ ¥ 832814 ¥ 771,032

See accompanying notes to consolidated financial statements.
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Millions of yen

Liabilities and Net Assets 2014 2013
Current Liabilities:
Short-term debt (NOteS 5 and 18) ««-----rveurrrrrrmmneeeiii ¥ 260 ¥ 18,046
Current portion of long-term debt (NOtes 5 and 18) «+--«+xsererermremmmmiiiieiiii e 4,652 3,762
Current portion of bonds payable (NOtes 6 and 18) ««--«««srrreermrsermmiiiiii 40,000 —
Notes and accounts payable—trade (NOtes 18 and 24) «------seeerermsemmmiineniiiin, 38,148 37,515
LeaSE OBIIGALIONS - ----xxxrrreeers e 226 277
Income taxes payable (NOTE 8) «---r-rruerrrmmmie i 18,402 2,609
ACCIUEH EXPEINSES -+ -++vvsn s sreeesss e e et 30,934 25,802
Asset retirement obligations (NOtE 20) ««+++«xrrersrrrramtmriaiiiiia i —_ 420
Other current liabilities (Notes 8, 18, 19 and 24) ---evvvrrrrmrmiiie 28,315 27,413
Total CUITENTt HADIlITIES «« v« v rrvrrrrrrrrnrre et ae e as 160,937 115,844
Noncurrent Liabilities:
Bonds payable (NOES 6 and 18) «+--«xxserrrmrmnimmeiiii i 40,000 80,000
Long-term debt (NOteS 5 @and 18) «--«sxserrrmrmnsmmeeiii e 76,770 78,712
Lease 0b|igations .................................................................................................... 299 439
Provision for retirement BeNefits (NOLE 7) «-+«xreersrrreeririeniiiieaiii e —_ 1,248
Retirement benefit aDIlIIeS (NOE 7) +«++rersrrreertrreaiiiiea it 3,125 —
ProVvision for direCtors’ retir@MENt DENEFIS «««««««x«xrrerrenrrmrnmmmeeneenetneerrreraeneenrnerneaenenaens 67 199
Asset retirement obligations (NOtE 20) +-+-xssssrrrrermneeee e 220 156
Deferred tax liabilities (Note 8) .................................................................................. 47,796 49,659
Other NONCUITENE IADIIITIQS -+« « -+« «x v e xnrrrmerrmnernerne ettt et e et e e e e e e e e enerneennes 7,355 6,866
Total NONCUITENt lAaDIItIES <« -« - - v rrrm e e 175,632 217,279
TOtal A TIES -+ v v v v v et i s e et e e a e e 336,569 333,123
Contingencies (Note 21)
Net Assets (Note 15):
Capital stock
Authorized 840,000,000 shares in 2014 and 2013:
issued 189,880,260 shares in 2014 and 2013  -ccccerrrririiii it ittt 38,716 38,716
CAPIEAL SUIPIUS -+ -+ e 52,104 52,104
Retained earnings ................................................................................................... 353,601 329,189
Less: treasury Stock, at COSt (NOLE 14) ««rrersrrreerrtrrmriiiiiaiii it (24) (9)
Total shareholders’ equity ................................................................................... 444,397 420,000
Valuation difference on available-for-sale Securities «« -«  oerrrmiii 11,270 7,458
Deferred gains OF I0SSES 0N NEAGES «++++++++++rrreersrrrraiiiiaaiiii e 2) —
Foreign currency translation adjustments «««««««--reeeummmermi 43,377 10,099
Accumulated adjustments for retirement benefit (Note 7) «---vovveereriiiiii (2,817) —
Total accumulated other ComprenenSIVe INCOME ««««++-xrrverrrrrrrie 51,828 17,557
SOCK SUDSCIPHON FIGRLS -+« - v reessttteaastit ettt 20 —
IMINOFILY TNEEIESES -+ - v v v e ee e — 352
TOLAl NET ASSETS « v v rrrremrrarrma e et aa et as s s e st s e s s s s s e s s e r et 496,245 437,909
Total LiabilitieS and NEt ASSELS - «rrrrrrrrrrrmeatiatitiaiiiaeaiasaatasatiraetitasaatariatirtaetriarinnns ¥ 832,814 ¥ 771,032

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Income

Terumo Corporation and subsidiaries
Years ended March 31, 2014 and 2013

Millions of yen

2014 2013
NET SaAl@S « v v vttt ¥ 467,360 ¥ 402,294
Cost of Sales (Note 24) ............................................................................................. 225,348 196,606
Gross profit ......................................................................................................... 242,012 205,688
Selling, General and Administrative Expenses (Notes 9, 10 and 24) «---oeveveveviiiiinn. 176,723 152,472
OPEIALING INCOIMIE -+ -+ eeeees e 65,289 53,216
Other Income (Expenses):
INtErest AN CIVIAENTS IMCOME: -+« ««xxrxenrnenenenan et eet e et e et eae et e e eae e en e e ea e e enenaenns 799 592
ROYAILY INCOIME ==+ eeeeem e 117 124
FOreign eXCaNQgE QaINS:---+-««««rrrrermsere ettt 3,250 1,258
Equity in €arnings of affillates ««««--+«««rreermmmimiiii 133 177
Gain on sales of property, plant and equipment (NOte 11) -----veoerermmmnnmiiii 743 78
Gain on transfer Of DUSINESSES -+« +rxrnrrrrarrnrattiraaiiaaa ittt rta et ttaetatasaatasaetrastataetaaraens 667 892
LY U= 8= 8 LN 000 o7 = N 6,000 _
SUDSIAY IMCOME: -+t — 876
INEEIEST @XPEINSE: - v v s e reeess et (1,543) (1,304)
LOSS ON diSPOSAl OF INVENTOHES «-++++++xvrreersmmerreaaiitiii et (837) (678)
Loss on disposal of property, plant and equipment (NOte 12) -:--vevevmmeiiiiiii, (995) (543)
IMPAIrMENt 10SS (NOLE 13) «+rvvvrrrrerenne et (15,351) —
DiIrECIOrS' [EIIEIMENT DENMEFILS «« -« cx e rreenenemenenanaenan e eet e et eaeteae s eae e eneaeae e eneeeneeneaaenns (33) —
LOSS ON liQUICAtioN Of DUSINESSES - ++++-xxx--ssrmrrreaaaiiiiiiia e (740) —
LOSS 0N INfOrMAtion SYStEM FAIUIE -+ «-««--++vrerrreaiiiiiii e (1,186) —
Loss on valuation of golf club MemBErShips:«««««««««xxrrreeriimmiiaaiiii e — (3)
ENVIFONMENTAL ©XPENMSES -+ ++++xxx-+ssrrrreaaastttitt ettt et — (391)
Other, NEE (NOLE 24) - reeernn et (3,405) (2,009)
(12,381) (931)
Income before income taxes and MINOFtY INTEIESES -««««+-xrrerrrrrrrmiiei 52,908 52,285
Income Taxes (Note 8):
Current ................................................................................................... 26,637 7,179
Y=Y =Y 4= o I (7,856) (1,961)
18,781 5,218
INncome before MINOFItY INEEIESES: -+ ---«xxxxrrrrrree e 34,127 47,067
Minority INTErESES 1N [N C O v e et ettt ettt a e s e s st s e e s e s atasaaeaanaanns 31 53
N =S8 o8 4 1= ¥ 34,096 ¥ 47,014
Yen
Net Income per Common Stock:
o Loy (oL E LR R R E L Er R LT ¥ 89.78 ¥ 123.80
(DI IU (= o IR R R R Rt L ¥ 89.78 J—

Terumo Corporation executed a two-for-one stock split on its common shares effective April 1, 2014.

Net Income per Common Stock has been adjusted retrospectively to reflect the effect of the stock split.

Cash Dividends per COMMON StOCK «-rrrrrrrrrr e s 58.00 44.00

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Comprehensive Income

Terumo Corporation and subsidiaries
Years ended March 31, 2014 and 2013

Millions of yen

2014 2013
Income before Minority MGG T ¥ 34,127 ¥ 47,067
Other Comprehensive Income:
Valuation difference on available-for-sale Securities -« -« xovveerrrni 3,811 7,510
Deferred gains O I0SSES 0N NEAGES «+++++++++xrreersrrreaiiiiiaaiiii e 2) 2)
Foreign currency translation adjustments «««««««--reeeumemmmmii 33,234 39,157
Share of other comprehensive income of associates accounted -« ---x-xovvererriiii,
fOF USING EOUItY METAOT -+« xvreestrte ettt (3) 3
Total other comprehensive iNCOMe (NOE 25) -+ --rrvrrrserrrrumeeieii e 37,040 46,668
COMPrENENSIVE INCOME =+ rrreerr ettt ¥ 71,167 ¥ 93,735

Attributable to:

Millions of yen

Shareholders of Terumo Corporanon .......................................................................... ¥ 71,180 ¥ 93,648
Mmonty INEO O SES v v v vt et i e e e (13) 87
See accompanying notes to consolidated financial statements.
Consolidated Statements of Changes in Net Assets
Terumo Corporation and subsidiaries
Years ended March 31, 2014 and 2013
Thousands Millions of yen
Shareholders’ equity Accumulated other comprehensive income
Valuation
difference
Number of on Foreign
shares of available- Deferred gains currency Accumulated Stock
capital Capital Retained Treasury for-sale  orlosses on translation adjustments for subscription Minority
stock stock Capital surplus __earnings stock securities hedges adjustments __retirement benefit rights interests Total

Balance at March 31, 2012 189,879 ¥ 38,716 ¥ 52,104 ¥ 290,529 ¥ (4) ¥ (52) ¥2 ¥ (29,023) — — ¥ 265 ¥ 352,537

Dividends from surplus (8,354) (8,354)

Net income 47,014 47,014

Purchase of treasury stock Q) 5) (5)

Net changes of items other

than shareholders’ equity 7,510 2) 39,122 87 46,717

Balance at March 31, 2013 189,878 38,716 52,104 329,189 9) 7,458 — 10,099 — — 352 437,909

Dividends from surplus (9,684) (9,684)

Net income 34,096 34,096

Purchase of treasury stock 3) (15) (15)

Net changes of items other

than shareholders’ equity 3,812 2) 33,278 (2,817) 20 (352) 33,939

Balance at March 31, 2014 189,875 ¥ 38,716 ¥ 52,104 ¥ 353,601 ¥ (24) ¥ 11,270 ¥ (2) ¥ 43,377 ¥ (2,817) ¥ 20 — ¥ 496,245

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

Terumo Corporation and subsidiaries
Years ended March 31, 2014 and 2013

Millions of yen

2014 2013

Net Cash Provided by (Used in) Operating Activities
Income before income taxes and MINOKItY INEEFESTS -+« «xxxrrrnrrre e ¥ 52,908 ¥ 52,285

Depreciation and amortization 30,322 24,603
Impairment loss 15,351 —
AMOrtiZation OF GOOAWIIL -+« cc v re e 9,559 7,952
Equity in earnings of affiliates (133) a77)
Increase (decrease) in provision for retirement benefits - - (1,248) (535)
Decrease (increase) in retirement DENEfit @SSELS «« « - rrr et (1,900) —
Increase (decrease) in retirement benefit Habilities «« -« v v 1,506 —
Increase (decrease) in provision for directors’ retirement benefits - (132) 3)
Increase (decrease) in allowance for doUBtfUl ACCOUNTS -+« +xvvrrreennrei 73 (96)
Increase (decrease) in provision for direCtOrs’ DONUSES « -+« vvvrrernrrii 1 (18)
Interest and dividends income - (799) (592)
LB EST B XPEINIS - v e 1,543 1,304
FOr@ign @XCRANGE GAINS ++« v rrre ettt (3,211) (2,977)
Gain on transfer of businesses :--- (667) (892)
SO IEMENT INCOME « v et e e (6,000) —
Gain on sales of property, plant and EQUIPIMENT <« «« x et (743) (78)
Loss on disposal of property, plant and equipment 995 543
Payment of cash contributions to retirement DENEfit trUSE -+« v v (3,600) —
Directors' retirement DENEItS -« v ve e 88 —
Loss on liquidation of businesses 740 —
Loss on information SYStEM failUrE «« - reve e 1,186 —
Loss on valuation of golf club memberships — 3
Subsidy income — (876)
Environmental expenses — 391

Decrease (increase) in notes and acCOUNLS reCEeIVADIE—trad@ «« « v rrrrrrre et (507) 986

Decrease (increase) in inventories (3,619) (10,590)
Increase (decrease) in notes and accounts payable—trade (1,096) 3,925
OB, B vt 4,850 (79)
SUDEOLAL -+ 95,412 75,079
Interest and dividends INCOME FECEIVEM ++« -+ verrerenit e 1,020 842
INTEIEST EXPENSES PAIT ++ v v v rr ettt (1,522) (1,330)
INCOME TAXES PAIT -+ v v v e (2,876) (24,322)
SEIEMENT FECEIVEM -+ vxrr e 6,000 —
Payments for directors’ retirement DENEFILS <« v (33) —
Payments for information SYStem failUre <« -« «cvereenr (943) —
Payments for @NVIFONMENTAl @XPENSES ««««+rrr ettt (798) —
SUDSIAY FECERIVE -+ vttt e e — 1
Net cash provided DY OPerating @CtiVITIES -« -+« re ettt ettt e 96,260 50,270
Net Cash Provided by (Used in) Investing Activities
Payments iNt0 tiMeE AEPOSIES ««x«xrrr et (767) (561)
Proceeds from withdrawal Of tiMe AEPOSILS =« «« v rrrr et 1,183 2,803
Purchase of property, plant @nd @QUIPMIENE -« cre e (39,933) (25,715)
Proceeds from sales of property, plant and @QUIPMIENT «« -« e e e 953 322
Purchase of INtANGIDIE @SS ELS -+« +rrr et (4,961) (6,759)
Payments for settlement of asset retirement OblIgatioNs -+« «x v v (420) (420)
Purchase of INVESTMENT SECUIITIES +««+rrrrrr et (1,824) (1,074)
Payments for acqUISItioN Of DUSINESSES «++-+xrerurrrn e (1,828) —
Purchase of investments in subsidiaries resulting in change in scope of coNSolidation -« ««+«+ v (374) (956)
Purchase of StOCK Of SUDSIAIAITES «+««rrre e (1,519) —
Proceeds from transfer Of DUSINESSES -+« «x v re et 1,815 1,373
OB, B vt (5,070) (307)
Net cash used iN INVESTING ACTIVITIES -+« rr vttt ettt sttt sttt sttt n e (52,745) (31,294)
Net Cash Provided by (Used in) Financing Activities
Proceeds from short-term debt ---- 253 1,264
Repayments Of SHOM-TermM et -« v (49) (1,279)
Repayments of 10Ng-term debt: -« v v (4,007) —
Net increase (decrease) in short-term debt ---- (18,000) (42,000)
Proceeds from 10Nng-term debt <« v e — 28,613
Repayments of finance 1€aSe ODIIGatioNS « -+« «« v e e et (284) (579)
Purchase of treasury stock -:-- (15) 5)
CaSh dIVIOENAS P < vt e (9,684) (8,354)
Net cash used in fINANCING ACHIVILIES -+« rr vttt sttt (31,786) (22,340)
Effect of Exchange Rate Changes on Cash and Cash EQUIVAIENES «« -« re ettt 5,603 4,736
Net Increase in Cash and Cash EQUIVAIENES <t vttt 17,332 1,372
Cash and Cash Equivalents at Beginning Of the Y ar -« sttt 75,166 73,794
Cash and Cash Equivalents at ENd Of the YEar (NOLE 2)  +«:rrrertrmnnt ettt ¥ 92,498 ¥ 75,166

See accompanying notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Terumo Corporation and subsidiaries

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Presenting Consolidated Financial Statements
Terumo Corporation (the “Company”) and domestic subsidiaries
maintain their official accounting records in Japanese yen and in
accordance with the provisions set forth in the Japanese Financial
Instruments and Exchange Law and its related accounting
regulations, and in conformity with accounting principles generally
accepted in Japan (“Japanese GAAP”), which are different in
certain respects as to application and disclosure requirements of
International Financial Reporting Standards. The accounts of
consolidated overseas subsidiaries are prepared in accordance
with either International Financial Reporting Standards or U.S.
generally accepted accounting principles, with adjustments for the
specified five items as applicable.

The accompanying consolidated financial statements have been
reformatted and translated into English (with some expanded
descriptions) from the consolidated financial statements of the
Company prepared in accordance with Japanese GAAP and filed
with the appropriate Local Finance Bureau of the Ministry of
Finance as required by the Japanese Financial Instruments and
Exchange Law. Some supplementary information included in the
statutory Japanese language consolidated financial statements is
not presented in the accompanying consolidated financial

Sstatements.

(b) Principles of Consolidation
The consolidated financial statements include the accounts of the
Company and subsidiaries, except for an immaterial subsidiary. All
significant intercompany balances, transactions and unrealized
profits have been eliminated in consolidation. Investments in
affiliated companies with 20% to 50% ownership and the
immaterial subsidiary not consolidated are stated at their
underlying net equity value.

Assets and liabilities of subsidiaries are valued at their full fair
value, including a portion, if any, attributable to minority
shareholders, at the time the Company acquires control of the

respective subsidiary.

(c) Foreign Currency Translation

All  short-term and long-term receivables and payables
denominated in foreign currencies are translated into Japanese
yen at the exchange rates as of the balance sheet date.

The balance sheet accounts of the consolidated foreign
subsidiaries are translated into Japanese yen at exchange rates as
of the balance sheet date except for shareholders’ equity, which is
translated at historical rates. Differences arising from such
translation

translations are shown as “Foreign currency

TERUMO CORPORATION
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adjustments” in a separate component of net assets.
Revenue and expense accounts of the consolidated foreign
subsidiaries are translated into Japanese yen at annual average

exchange rates.

(d) Cash and Cash Equivalents

The Company considers cash and deposits, which can be
withdrawn on demand without diminution of principal and with
original maturities of three months or less, to be cash and cash

equivalents.

(e) Investments

The accounting standards for financial instruments require the
Company to classify its securities into one of the following four
categories: trading, held-to-maturity, available-for-sale securities or
securities of unconsolidated subsidiaries and affiliates. Based on
the classification, all securities are classified as either available-for-
sale securities or securities of unconsolidated subsidiaries or
affiliates and included in investment securities.

To comply with the accounting standards for financial
instruments, available-for-sale securities with a market value are
carried at market value. The difference, net of tax, between the
acquisition cost and the carrying value of available-for-sale
securities, including unrealized gains and losses, is recognized in
“Valuation difference on available-for-sale securities” in a separate
component of net assets. Available-for-sale securities without a
market value are principally carried at cost. The cost of available-
for sale securities sold is principally computed based on the moving

average method.

(f) Inventories
Inventories are stated at cost, principally using the average method.
Inventories are written down to their net realizable value when

there is evidence of deterioration in value.

(9) Property, Plant and Equipment

Property, plant and equipment are stated at cost. Routine
maintenance and repairs and minor replacement costs are charged
to expenses as incurred. Depreciation is computed by the straight-

line depreciation method based on the following estimated useful

lives.
Buildings and structures: 3-60 years
Machinery, equipment and vehicles : 4-15 years

(h) Allowance for Doubtful Accounts
Allowance for doubtful accounts is provided to cover probable
losses on notes and accounts receivable due to customer defaults

at an estimated amount based on past collection experience for
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current receivables, and individual account by account analysis for

specific overdue receivables.

(i) Goodwill

Goodwill, which represents the excess cost over the fair value of
the net assets acquired at acquisition dates of investments in
subsidiaries, is principally amortized over 10—20 years which is the

expected period to be benefited.

() Intangible assets
Intangible assets are amortized on a straight-line basis.
Customer relationships is mainly amortized over 20 years which

is the estimated useful life.

(k) Income Taxes

Income taxes are accounted for under the asset and liability
method. Deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and
liabilities and their respective tax bases and operating loss and tax
credit carry-forwards. Deferred tax assets and liabilities are
measured using enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are
expected to be recovered or settled. The effect on deferred tax
assets and liabilities of a change in tax rates is recognized in

income in the period that includes the enactment date.

() Retirement Benefits

The Company and certain subsidiaries have contributory and
noncontributory defined benefit plans for employees that provide
for pension or lump-sum benefit payments. In calculating
retirement benefit obligations, the Company and subsidiaries
allocate the projected retirement benefits to the period through the
expected retirement period based on the straight-line attribution.

Prior service cost is amortized by the straight-line method over
a period within the average remaining service years for employees
(mainly 10 years) at the time of recognition. Actuarial gain and loss
is amortized by the straight-line method over a period within the
average remaining service years for employees (mainly 10 years)
at the time of recognition, beginning from the fiscal year following
the respective fiscal year of recognition.

The Company decided to abolish the directors’ retirement benefit
program on April 20, 2006. The payment of retirement benefits
estimated on the abolished program according to the length of
service of eligible directors and corporate auditors through June 29,
2006 was approved at the Annual General Meeting of
Shareholders for the year ended March 2006 which was held on
June 29, 2006. The payments will be made at the time of each

eligible person’s retirement.

(m) Leases

Finance leases, except for certain immaterial leases, are
capitalized and depreciated over lease terms, as applicable.

However, the Company and domestic subsidiaries account for

TERUMO CORPORATION
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finance leases commencing prior to April 1, 2008 which do not
transfer the ownership of leased assets to the lessee as operating

leases with disclosure of certain “as if capitalized” information.

(n) Derivatives and Hedge Accounting

The Company, in general, adopts the deferral method of hedge
accounting. Interest rate swaps that meet certain criteria are
accounted for, under the special method provided by the
accounting standards, as if the interest rates under the interest rate
swaps were originally applied to underlying borrowings.

Derivative financial instruments held by the Company and
subsidiaries are forward exchange contracts and interest rate swap
contracts. Forward exchange contracts are utilized to hedge risks
arising from changes in foreign exchange risk of monetary assets
and liability and forecast transactions denominated in foreign
currencies. Interest-rate swaps are utilized to manage interest-rate
risk of long-term debt.

Derivatives are stated at fair value.

The Company has developed a hedging policy to control various
aspects of derivative transactions, including authorization levels
and transaction volumes. Based on this policy, the Company
hedges, within certain scopes, risks arising from changes in foreign
currency exchange rates and interest rate. The Company reviews
the effectiveness of all hedging policies to take account of the
cumulative cash flows and any changes in the market.

The Company evaluates hedge effectiveness by comparing the
cumulative changes in cash flows from hedged items and
corresponding changes in hedging derivative instruments every
half year. With respect to interest rate swaps under the special

method, the evaluation of hedge effectiveness is omitted.

(o) Appropriation of Retained Earnings

Under the Japanese Corporate Law, the appropriation of retained
earnings with respect to a given financial period is made by
resolution of the shareholders at a general meeting held
subsequent to the end of such financial period. The accounts for

that period do not, therefore, reflect such appropriation.

(p) Consumption Taxes
Transactions subject to consumption taxes are recorded at

amounts exclusive of consumption taxes.

(q) Net Income and Cash Dividends per Common Stock
Basic net income per common stock is computed by dividing net
income available to common shareholders by the weighted-
average number of common shares outstanding during the year.

Diluted net income per common stock is computed similarly to
the basic net income per common stock except that the average of
common shares outstanding is increased by the number of
additional common shares that would have been outstanding had
the potentially dilutive common shares been issued.

Cash dividends per share are presented on an accrual basis and

include dividends to be approved after the balance sheet date, but
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applicable to the year then ended.

(r) Research and Development Expenses
Research and development expenses are charged to income when

incurred.

(s) Reclassification
Certain prior year amounts have been reclassified to conform to

the current year presentation.

(t) Solution on Unification of Accounting Policies Applied
to Foreign Subsidiaries for Consolidated Financial
Statements

ASBJ PITF No. 18 requires that accounting policies and

procedures applied by a parent company and subsidiaries to

similar transactions and events under similar circumstances should,
in principle, be unified for the preparation of the consolidated
financial statements. PITF No. 18, however, as a tentative measure,
allows a parent company to prepare consolidated financial
statements

statements using foreign subsidiaries’ financial

prepared in accordance with either International Financial
Reporting Standards or U.S. generally accepted accounting
principles. In this case, adjustments for the following five items are
required in the consolidation process so that their impact on net
income is accounted for in accordance with Japanese GAAP
unless the impact is not material.
(a) Goodwill not subject to amortization
(b) Actuarial gains and losses of defined-benefit retirement plans
recognized outside profit or loss
(c) Capitalized expenditures for research and development
activities
(d) Fair value measurement of investment properties, and
revaluation of property, plant and equipment and intangible
assets

(e) Accounting for net income attributable to minority interests

(u) Accounting Periods of Consolidated Subsidiaries

The year end consolidated balance sheet date is March 31. Among
the consolidated subsidiaries,Terumo Medical Products
(Hangzhou) Co., Ltd., Changchun Terumo Medical Products Co.,
Ltd., Terumo Medical (Shanghai) Co., Ltd. and TERUMO (China)
Holdings Co., Ltd. have a year end balance sheet date of
December 31, which is different from the year end consolidated
balance sheet date. Financial statements of these subsidiaries for
consolidation purpose were prepared as of the consolidated

balance sheet date.

(v) Accounting Standard for Retirement Benefits
Effective from the year ended March 31, 2014, the Company and

its consolidated domestic subsidiaries have applied the Accounting

TERUMO CORPORATION
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Standard for Retirement Benefits (ASBJ Statement No. 26, May 17,
2012 (hereinafter, the “Statement No. 26”)) and Guidance on
Accounting Standard for Retirement Benefits (ASBJ Guidance No.
25, May 17, 2012 (hereinafter, the “Guidance No. 25”)) except the
article 35 of the Statement No. 26 and the article 67 of the
Guidance No. 25, and actuarial gains and losses and past service
costs that are yet to be recognized have been recognized and the
difference between retirement benefit obligations and plan assets
has been recognized as retirement benefit liabilities or assets, as
appropriate.

In accordance with the article 37 of the Statement No. 26, the
effect of the change in accounting policies arising from initial
application has been recognized in accumulated adjustments for
retirement benefit in accumulated other comprehensive income.

As a result, “Retirement benefit assets” of ¥2,573 million and
"Retirement benefit liabilities" of ¥3,124 million have been
recognized on the consolidated balance sheet at March 31, 2014,
and accumulated other comprehensive income has decreased by

¥2,816 million. Net assets per share have decreased by ¥7.42.

(w) New Accounting Pronouncements
— Accounting Standard for Retirement Benefits (ASBJ Statement
No. 26, May 17, 2012)
— Guidance on Accounting Standard for Retirement Benefits
(ASBJ Guidance No. 25, May 17, 2012)

(Please also refer to the ASBJ homepage , which has a summary

in English of the accounting standard.)

()Summary

Under the amended rule, actuarial gains and losses and past
service costs that are yet to be recognized in earnings would be
recognized within the net assets section, after adjusting for tax
effects, and the deficit or surplus would be recognized as a liability
or asset without any adjustments. In determining the method of
attributing expected benefit to periods, the Standard now allows
entities to choose the benefit formula basis or straight-line basis.

The method of determining a discount rate has also been amended.

(2)Effective dates
Amendments relating to determination of retirement benefit
obligations and current service costs are effective from the

beginning of annual periods ending on or after March 31, 2015.

(3) Effect of application of the standard

The adoption of this accounting standards on the Company's
consolidated financial statements for the fiscal year ending March
31, 2015 is expected to increase both "Operating income" and
"Income before income taxes and minority interests" in the

consolidated statement of income by ¥633 million.
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2. CASH FLOW INFORMATION

The reconciliation of cash and deposits shown in the consolidated balance sheets and cash and cash equivalents shown in the consolidated
statements of cash flows as of March 31, 2014 and 2013 are as follows:

Millions of yen

2014 2013
Cash and deposits ............................................................................................................................................ ¥ 95,619 ¥ 78,201
Time deposits with maturities exceeding 3 MONtNS ..o (3,121) (3,035)
Cash and cash equIValENTS - oo ¥ 02,498 ¥ 75,166

In the year ended March 31, 2014, the Company's subsidiary acquired 100% of the outstanding shares of Terumo BCT Tibbi Cihazlar
Dagitimve Hizmetleri A.S.. The acquisition was accounted for under the purchase method.

A breakdown of assets and liabilities of the newly consolidated subsidiary at the date of initial consolidation was as follows:
Terumo BCT Tibbi Cihazlar Dagitimve Hizmetleri A.S.

Millions of yen

2014
(OA N1 =) 0] M 3T =) Ko T T PP PPPN ¥ 635
N\ [o] 1ol B R =) 1= (o3 =) AT T T PP PP 303
70 0 Y0 L7, 1| 56
L OU T =Y 0 1= Y o Y11= X (593)
N0 Y a oA B8 0= a1 0 =Y o Y1 1T =SS (13)
Foreign currency translation adjUuStMeEnt ... (2)
Acquisition (070 1o P 386
Cash and cash equivalents of the subSidiary. ... (12)
Net cash payments for acquisition of the subsidiary ... ¥ 374

In the year ended March 31, 2014, the Company transferred the next generation implantable left ventricular assist system business. A
breakdown of assets and liabilities of this business at the time of transfer was as follows:

Millions of yen

2014
N\ [o] 1ol B R =) 1 - (s3] KT T TP PP ¥ 961
L OU T =Y 0 1= Y o Y11= X 84
G aAIN ON TN S T Of DUSINE S SO S -+« v veerentttettt et ettt ettt et et e e e et et et e e et e e e e eanee et e e et n e et e e et n et et e e et e e et n et e ee et e e an e eetneeaneeanaeeeneeannns 237
Net cash proceeds from transfer of DUSINESSES - oo ¥ 1,282

In the year ended March 31, 2014, the Company acquired the Estech CABG business. A breakdown of assets and liabilities of this business
at the time of acquisition was as follows:

Millions of yen

2014
(OA N1 =) 0] M 3T =) Ko T T PP PPPN ¥ 15
N\ [o] 1ol B R =) 1= (o3 =) AT T T PP PP 1,400
70 0 Y0 L7, 1| 463
Foreign currency translation adjusStmMent . ... (50)
Net cash payments for acquisition Of DUSINESSES - - v ¥ 1,828
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In the year ended March 31, 2013, the Company's subsidiary acquired 100% of the outstanding shares of Medservice Sp.z.0.0. The
acquisitions was accounted for under the purchase method.

A breakdown of assets and liabilities of the newly consolidated subsidiary at the date of initial consolidation, was as follows:

Medservice Sp.z.0.0.

Millions of yen

2013
(OA N1 (=) 0] M 3T =) Ko T T PRSPPI ¥ 697
N\ [o] 1ol B R =) 1= (o3 =) AT T T PP 130
€70 Y0 Y0 L7, 1| 768
(@L< 0 1= Y o Y| 1T =X (615)
N0 Y aTod 018 0= a1 0 =Y o Y1 1T =SS (24)
Acquisition (076 =) IRTE TP T TP STPP TSP PP PPPPTRUPPPN 956
Cash and cash equivalents of the subSidiary ... 0
Net cash payments for acquisition of the subsidiary ... ¥ 956

In the year ended March 31, 2013, the Company transferred its domiciliary oxygen system business and domiciliary infusion pump business.
A breakdown of assets and liabilities of the those businesses at the time of transfer was as follows:

Millions of yen

2013
(OA N1 =) 0] M 3T =) Eo T T PP PP PPRPN ¥ 1,992
N\ [o] 8 Tol B =) 1= (o3 =) AT T T PP PP 170
(@L< 0 1= Y o Y| T =X (1,010)
N0 Y aTod 018 0= a1 0 =Y o Y1 1T =SS (170)
G aAIN ON TN S T Of DUSIN O S SO S -+« v v etentttetit et et e et e et ettt et e et e e e e et e et et et ee et eeata ettt e et n et et e e et e e et e et e ee et e e an e e et eeaneeanaeeaneeannns 892
(000 RS [0 (=T 110 ] R EST (=0 = L7/ = o PR 1,874
Cash and cash equivalents of the transferred DUSINESSES -+ i, (501)
Net cash proceeds from transfer of DUSINESSES - oo ¥ 1,373

3. INVENTORIES

Inventories at March 31, 2014 and 2013 are summarized as follows:

Millions of yen

2014 2013
Merchandise and finished goods - o ¥ 60,035 ¥ 54,346
Work in PIOCESS vttt 10,262 9,265
Raw materials and SUPPLIES - oo 23,669 21,569

¥ 93,966 ¥ 85,180
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4. INVESTMENT SECURITIES

Investment securities at March 31, 2014 and 2013 include available-for-sale securities.

The original cost, carrying amount (market value) and gross unrealized holding gain (loss) for marketable available-for-sale securities are

summarized as follows:

Millions of yen

Gross unrealized

Gross unrealized

Gross amount

Original cost holding gain holding loss (market value)
2014:
Available-for-sale securities:
EqQuity SECUNtieS: - oo ¥ 19,191 ¥ 14,648 ¥ (1,210) ¥ 32,629
Others: o oo — — — —
¥ 19,191 ¥ 14,648 ¥ (1,210) ¥ 32,629
Millions of yen
Gross unrealized Gross unrealized Gross amount
Original cost holding gain holding loss (market value)
2013:
Available-for-sale securities:
EqQuity SeCUNties: - oo ¥ 19,188 ¥ 8,240 ¥ (710) ¥ 26,718
Others: o oo — — — —
¥ 19,188 ¥ 8,240 ¥ (710) ¥ 26,718

The balances of investment securities of unconsolidated subsidiaries and the affiliates at March 31, 2014 and 2013 were ¥3,419 million and

¥3,390 million, respectively.

TERUMO CORPORATION 11

ANNUAL REPORT 2014



5. SHORT-TERM DEBT AND LONG-TERM DEBT

Short-term debt at March 31, 2014 was unsecured bank
borrowings in the amount of ¥260 million. The weighted-average
interest rates applicable to the bank borrowings was 13.0% at
March 31, 2014.

As is customary in Japan, short-term debt is made under general

agreements which provide that security and guarantees for present
and future indebtedness will be given upon request of the banks,
and that the banks have the right to offset cash deposits against
obligations that have become due or, in the event of default, against

all obligations due to the banks.

In order to facilitate efficient working capital management, the Company maintains committed lines of credit with four banks. The amount of
unused credit available for immediate borrowing under these lines as of March 31, 2014 and 2013 are as follows:

Millions of yen

2014 2013
Total amount of COMMILEEA [INES -+ - e ¥ 15,000 ¥ 15,000
AN a0 1810 ]l oY) ¢ {0}V /=Yo I ru PP PTPUUPPPTRPPRY — —
Amount available for DOrrowiNg oo ¥ 15,000 ¥ 15,000

Long-term debt at March 31, 2014 and 2013 is summarized as follows:

Millions of yen

2014 2013
Unsecured loans, principally from banks:
Due 2015, weighted-average interest rate of 1.87%0. ..o ¥ 4,652 ¥ 3,762
Due 2016 to 2019, weighted-average interest rate of 1.14%0..-..cooovoiiiiii ¥ 76,770 ¥ 78,712
Total |ong-term (0[] o) S TTT T TP PP PPPPT ¥ 81,422 ¥ 82,474

The aggregate of annual maturities of long-term debt at March 31, 2014 are as follows:

Millions of yen

D0 ettt ¥ 4,652
DL e 4,642
D07 et et 17,719
D08 et ettt 7,204
D2 O 0 S I Y 10 B = (== 1 (= 47,205

¥ 81,422

6. BONDS PAYABLE

The Company has issued the following bonds:

Millions of yen

Issuance date Interest rate Security Maturity date 2014 2013
3rd series unsecured straight bonds March 2, 2012 0.352% Unsecured March 2, 2015 ¥ 40,000 ¥ 40,000
4th series unsecured straight bonds March 2, 2012 0.504% Unsecured March 2, 2017 ¥ 40,000 ¥ 40,000

The aggregate of annual maturities of bonds payable at March 31, 2014 are as follows:

Millions of yen

D0 ettt ¥ 40,000
DL e et =
D07 et et e, ¥ 40,000
D08 et ettt =
D2 O 0 S I Y 10 B =Y (=7 1 (= (P —

¥ 80,000

TERUMO CORPORATION
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7. RETIREMENT BENEFITS

The Company and certain subsidiaries have defined benefit corporate pension plans.
In addition, certain foreign subsidiaries have also established defined contribution plans.
The Company has established a retirement benefit trust.

DEFINED BENEFIT PLANS

Movement in retirement benefit obligations are as follows:

Millions of yen

2014
Balance at April TR 1 P ¥ 85,362
Y=Y Y/ (072N ol 0 1<) FEE TP STPPTRUPPPTRRPPN 3,571
101 02) =X o) 0 1) P TP PTUP 1,433
Actuarial gain ................................................................................................................................................................................. (2,491)
Benefits paid .................................................................................................................................................................................. (1,868)
Foreign translation adjustment .................................................................................................................................................. 1,729
()] 1 =Y (241)
2 =1 o 3= L 1Y, = 1 1 TG 3 T PP ¥ 87,495

Millions of yen

2014
Balance at April TR 1 P ¥ 71,479
Expected return on plan BT o= Ko 2,456
Actuarial gain ................................................................................................................................................................................. 5,712
Contributions paid by the @mMPIOYEr ..o 7,679
Benefits paid .................................................................................................................................................................................. (1,840)
Foreign translation adjustment .................................................................................................................................................. 1,360
()] 1 =Y 97
2 = Lo 3= L 1Y, = 11 1 TG 3 T PP ¥ 86,943

A reconciliation from the retirement benefit obligations and the plan assets to liabilities (assets) for retirement benefits is as follows:

Millions of yen

2014

Funded retirement benefit 0bligations ..o ¥ 86,790
[ oY g Iz EIoT =) (TP OOT PP (86,943)

(153)
Unfunded retirement benefit 0bligatioNS. - oo 705
Total Net liability (asset) for retirement benefits at March 31, 2014 ... ¥ 552
(N o AT o (0 T =X 0= 0 A=) L0 0 =) 1= i L Ko PN ¥ 3,125
YN Y ol (0 A (= =Y 0812 AR 7= L= i (2,573)
Total net liability for retirement benefits at March 31, 2014 ..o ¥ 552
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Retirement benefit costs consisted of the following:

Millions of yen

2014
Y=Y Y/ (072N ol 0 1<) FEE T PP PPTRUPPPTRRPPN ¥ 3,571
101 02) =X o) 0 1) P TP 1,433
Expected return on plan BT o= Ko (2,456)
LY (ol (0 = Vg F- VI (0 XoIou 1 0 010 L4 L1 [0 ) o T PN 2,332
[ o Y= AV [0 = I 0 Lo KR 1 0 010 ] A= 11 ()] RPN (1,555)
Total retirement benefit costs for the year ended March 31, 2014 ¥ 3,325

The pre-tax amount recognized in Accumulated adjustments for retirement benefit consisted of the following:

Millions of yen

2014
Past service costs that are yet to be reCognized. ..« oo ¥ 1,125
Net actuarial losses that are yet to be recognized - ... (5,453)
Total balance at IMArCh S, 2004 o e ettt ¥ (4,328)

A breakdown of plan assets by category is as follows:

2014
Equity LY=o 0 1 16 =X P 50%
370 10 S 43
Cash and cash equivalents ........................................................................................................................................................ 1
()] 1 =Y 6
B 1 ) 7= 1 PP 100%

19% of the total plan assets were held by a retirement benefit trust established to cover the corporate pension plan benefits.
Current and target asset allocations, historical and expected returns on various categories of plan assets have been considered in
determining the long-term expected rate of return.

The principal actuarial assumptions at March 31, 2014 (expressed as weighted averages) are as follows:

2014
D TESY 070 10 1 0 A 7= 1 1= P 1.2%
Long-term expected (202N 0 A (=) 1 ] 8 TN 3.0

DEFINED CONTRIBUTION PLANS

Certain foreign subsidiaries have defined contribution plans, which provide retirement benefits for their employees who meet certain eligibility
requirements. Contributions made to those plans for the year ended March 31, 2014 were ¥901 million.
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The plan’s funded status and amounts recognized in the accompanying consolidated balance sheets at March 31, 2013 are as follows:

Millions of yen

2013

Employee retirement benefits:

Projected benefit obiigation ..................................................................................................................................................... ¥ (85,362)

| Py I ooy =) KoRr= LA = V| S 2= 1 L = PSR 62,614

Retirement benefit trust at fair VAU o 8,865
Projected benefit obligation in excess of plan assets. ... (13,883)
Unrecognized P Lo LU= = 1 [ PSP 16,116
Unrecognized prior LYo [0 = I o0 1o IS (2,680)
Prepaid pension Cost in Other @SSEtS - - 801
Provision for retiremMent DENEFILS -« oo ¥ (1,248)

Retirement benefit expenses for the year ended March 31, 2013 consisted of the following:

Millions of yen

2013
Service cost for benefits earned, net of employee ContributioNS ..o ¥ 2818
Interest cost on retirement benefit Obligation - ... 1,721
Expected return on pian BT o= Ko PPt (1,781)
Amortization of unrecognized actuarial I0SS -« o 2,420
Amortization of uNrecognized Prior SEIVICE COST: - v (1,554)
Retirement benefit EXPIEIISES ettt ¥ 3,624

Several consolidated overseas subsidiaries have defined contribution plans, which provide retirement benefits for their employees who

meet certain eligibility requirements. Expenses under the plans for the year ended March 31, 2013 was ¥1,619 million.

Service cost does not include the amounts contributed by employees with respect to welfare pension funds plans.

2013

Method of the benefit attribution

D EoY 030 10 1 0 M 7= 1 1= TP
Expected rate of return on plan assets. ...
Amortization period of unrecognized prior SErviCe COSt. .o
Amortization period of unrecognized actuarial gain or 10SS -+,

TERUMO CORPORATION ANNUAL REPORT 2014
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8. INCOME TAXES

Income taxes comprise corporation tax, prefectural and municipal inhabitants taxes and enterprise tax, which in the aggregate resulted in a
statutory tax rate of 38.0% in the year ended March 31, 2014 and 2013.

A reconciliation between the Japanese statutory effective income tax rate and the effective income tax rate calculated as a percentage of
income before income taxes and minority interests for the years ended March 31, 2014 and 2013 is as follows:

Millions of yen

2014 2013
Japanese statutory effective iNCOme tax rate ... 38.0% 38.0%
Increase (reduction) in income taxes resulting from:
Expenses not deductible for taX pUrPOSES. - oo 0.9 1.1
Dividends INCOmMeE, NON-tAXADIE -+ e (0.2) (34.7)
Income of foreign subsidiaries taxed at lower rate than Japanese normal tax rate...................... (3.2 (3.7)
Amortization of gOOAWIl - .o 6.8 5.7
| DR = D G o (=0 | PP (7_4) (0_8)
Y 2 LU T L0 T 1|07 T = P 1.5 0.2
Changes (TR = 5 G = 1 (= 1o TN 0.9 —
Deferred tax effect on unrealized profit ... (3.4) 3.7
()] 1 = 1.6 05
Effective income tax rate after adoption of tax-effect acCoUNtiNg v 35.5% 10.0%

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities at March
31, 2014 and 2013 are presented below:

Millions of yen

2014 2013
(Do {2 (120 TR T 0 = ooy =] Ko PPN
Provision for retirement DENEFILS - oo ¥ — ¥ 6,428
Retirement benefit Habilities - oo 7,639 —
Research and development @XPenSes - v 858 2,260
Unrealized profit in inventories and property, plant and equipment ... 4,219 1,141
Accrued EXPIBINISES vttt 6,368 4,762
|mpairment [0 PP 5,455 302
Loss on valuation of INVESIMENT SECUILIES -+ v+ verreiiiiiii 2,970 2,970
T LYY 0 10 ] =X P 1,793 1,005
Net operating l0SS CarryfOrWardS - oo 1,742 3,380
(@1 1= ST TR OO OSSO O OO O OSSP T O PSSO UR PR STRTRTOTIOS 2,697 3,794
Total gross deferred tax aSSetS v 33,741 26,042
Less: valuation allOWaNCE -« o e (6,279) (4,792)
NEt dEfEITEA AKX ASSEES -+ vttt 27,462 21,250
(DL =Y (020 IR = 0 G [ F= 1 01 = PPN
Gain on contribution of securities to retirement benefit trust. ... (1,911) (1,912)
|ntangib|e BT oY= Ko N (50,620) (48,956)
Valuation difference on available-for-sale SeCUrtieS o (2,168) (71)
(@1 11=] ST TR OO OSSO OO OO T OSSO T TSSO TO O PO SO TURTEUUP R STRTRTOTIOS (2,989) (3,594)
Total gross deferred tax liabilities ..o (57,688) (54,533)
Net deferred tax abiliieS o ¥ (30,226) ¥ (33,283)

Deferred tax liabilities-current included in “Other current liabilities” were ¥94 million and ¥35 million as of March 31, 2014 and 2013.

(Adjustment of deferred tax assets and liabilities for the enacted changes in tax laws and rates)

On March 31, 2014, amendments to the Japanese tax regulations were enacted into law under which the special corporate tax for
reconstruction was abolished one year earlier than originally enacted. As a result of these amendments, the statutory income tax rate for the
Company and domestic subsidiaries will be reduced to 35.6% for years beginning on or after April 1, 2014. Due to this change in the statutory
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income tax rate, net deferred tax assets decreased by ¥498 million as of March 31, 2014 and deferred tax expense recognized for the year

ended March 31, 2014 increased by ¥498 million.

9. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Significant components of selling, general and administrative expenses for the years ended March 31, 2014 and 2013 are as follows:

Millions of yen

2014 2013
Promotion and advertiSiNg @XPENSES - v ¥ 14,238 ¥ 12,495
Salaries and AllOWANCES -+ -t vt 63,829 53,206
Freight and packing @XPeNSES - - o 10,547 10,177
Research and development EXPeNSES - - v 30,130 27,129
Depreciation and amoOrtiZation - ..o 22,748 18,258

10. RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses charged to income for the years ended March 31, 2014 and 2013 were ¥30,130 million and ¥27,129

million, respectively.

11. GAIN ON SALES OF PROPERTY, PLANT AND EQUIPMENT

A breakdown of gain on sales of property, plant and equipment assets is as follows:

Millions of yen

2014 2013
Buildings P70 BESY 1 (0 [0 (0 1 1= 1 T TR T PP P P TTPPPT ¥ 511 ¥ —
Machinery, equipment and VENICIES -« oo 13 35
LB ettt Lttt 212 43
()] 1 7= P 7 0

¥ 743 ¥ 78

12. LOSS ON DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT

A breakdown of loss on disposal of property, plant and equipment assets is as follows:

Millions of yen

2014 2013
BUIIINGS @Nd SEIUCTUIES oo ¥ 126 ¥ 222
Machinery, equipment and VENICIES - 496 221
O ettt 373 100

¥ 995 ¥ 543

13. IMPAIRMENT LOSS

The Company and subsidiaries group their fixed assets by the
smallest identifiable operating unit for which its performance is
continuously monitored, within the Cardiac & Vascular Business
segment, General Hospital Business segment, or Blood
Management Business segment. Idle assets and assets to be
disposed of due to termination of some operations or businesses
are grouped on an individual asset-by-asset basis.

In addition, assets belonging to Headquarters and R&D center,
company housing and dormitories are included in common assets

due to the fact that they do not generate identifiable cash flows.
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The Company and subsidiaries assess fixed assets for
recoverability on the basis of the above asset groups. In the year
ended March 31, 2014, since the profitability or utility which was
originally expected of certain asset groups deteriorated, their
carrying amounts were reduced to the respective recoverable
amounts. As a result, the Company and subsidiaries recognized a
total of ¥15,351 million in impairment loss on the following groups

of assets:
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Use

Location

Classification

2014: Cardiac & Vascular Business

Machinery, equipment and vehicles,

Michigan, U.S.A. etc

Manufacturing facilities etc

Buildings and structures etc

General Hospital Business

Machinery, equipment and vehicles

Shizuoka Prefecture, Japan etc

Manufacturing facilities etc

etc

Blood Management Business

Colorado, U.S.A. etc

Manufacturing facilities etc

Machinery, equipment and vehicles,
Other assets of Investments and
Other Assets

Common system of Headquarters

Other assets of Investments and
Other Assets

Tokyo Prefecture,Japan

*A breakdown of impairment loss for each asset group by fixed asset type is as follows: (millions of yen)

+ Cardiac & Vascular Business / Manufacturing facilities etc

¥7,595 (Machinery, equipment and vehicles ¥3,136, Other assets (Investments and Other Assets) ¥1,893, Buildings and structures ¥875,

Construction in progress ¥702, Goodwill ¥518, Other ¥471)
+ General Hospital Business / Manufacturing facilities etc

¥3,454 (Machinery, equipment and vehicles ¥3,299, Other ¥155)

+ Blood Management Business / Manufacturing facilities etc

¥1,966 (Machinery, equipment and vehicles ¥991, Other assets (Investments and Other Assets) ¥785, Other ¥190)

« Common system of Headquarters
¥2,336 (Other assets (Investments and Other Assets) ¥2,336)

With respect to the asset groups within Cardiac & Vascular
Business segment, the recoverable amounts of buildings and land
were measured at net selling prices based on a third party's
appraisal, and the recoverable amounts of all other assets were
deemed to be zero.

With respect to the asset groups within General Hospital
Business, the recoverable amounts were measured using the
value-in-use based on estimated future cash flows discounted at a
rate of 13.1%.

14. TREASURY STOCK

At March 31, 2014 and 2013, the Company holds 6 thousand and
3 thousand shares of the treasury stock for an aggregate cost of
¥24 million and ¥9 million, respectively.

The annual shareholders’ meeting held on June 29, 2004
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With respect to the asset groups within Blood Management
Business segment, the recoverable amounts were measured using
either the value-in-use based on estimated future cash flows
discounted at a rate of 13.1%, or the net selling price.

With respect to the Common system of Headquarters, since its
expected economic benefit became uncertain, an impairment loss

was recognized as above.

approved that, in accordance with Japanese Commercial Code
Article 211-3, the Company changed the Article of Incorporation so
that the Company may acquire its common stock to be held in

treasury based on decision by the Board of Directors.
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15. NET ASSETS

Under the Japanese Corporate Law (“the Law”) and regulations,
the entire amount paid for new shares is required to be designated
as capital stock. However, a company may, by a resolution of the
Board of Directors, designate an amount not exceeding one-half of
the price of the new shares as additional paid-in capital, which is
included in capital surplus. In cases where a dividend distribution
of surplus is made, the smaller of an amount equal to 10% of the
dividend or the excess, if any, of 25% of capital stock over the total
of additional paid-in capital and legal earnings reserve must be set
aside as additional paid-in capital or legal earnings reserve. Legal
earnings reserve is included in retained earnings in the
accompanying consolidated balance sheets. Under the Law, legal
earnings reserve and additional paid-in capital could be used to

eliminate or reduce a deficit by a resolution of the shareholders’

require a resolution of the shareholders’ meeting. Additional paid-
in capital and legal earnings reserve may not be distributed as
dividends.

Under the Law, however, on condition that the total amount of
legal earnings reserve and additional paid-in capital remained
equal to or exceeded 25% of common stock, they were available
for distribution by resolution of the shareholders’ meeting.

Under the Law, all additional paid-in capital and all legal earnings
reserve may be transferred to other capital surplus and retained
earnings which are potentially available for dividends.

The maximum amount that the Company can distribute as
dividends is calculated based on the nonconsolidated financial
statements of the Company in accordance with the Law and

regulations.

meeting or could be capitalized by a resolution of the Board of

Directors. Under the Law, both of these appropriations generally

Dividends applicable to the years ended March 31, 2014 and 2013 are as follows:

YEAR ENDED MARCH 31, 2014

Dividends paid Millions of yen Yen
Class of Total amount  Dividends per
Resolution shares of dividends share Record date  Effective date
Annual shareholders’ meeting held on Common March 31, June 27,
June 26, 2013 stock ¥ 4,177 ¥ 22.00 2013 2013
Board of Directors meeting held on Common September 30, December 9,
November 6, 2013 stock 5,506 29.00 2013 2013
Dividends resolved during the current period that will be effective after the period-end
Millions of yen Yen
Class of Total amount Funds of Dividends per
Resolution shares of dividends dividends share Record date  Effective date
Annual shareholders’ meeting held on Common Retained March 31, June 25,
June 24, 2014 stock ¥ 5,506 earnings ¥ 29.00 2014 2014
YEAR ENDED MARCH 31, 2013
Dividends paid Millions of yen Yen
Class of Total amount  Dividends per
Resolution shares of dividends share Record date  Effective date
Annual shareholders’ meeting held on Common March 31, June 29,
June 28, 2012 stock ¥ 4,177 ¥ 22.00 2012 2012
Board of Directors meeting held on Common September 30, December 7,
October 30, 2012 stock 4,177 22.00 2012 2012
Dividends resolved during the current period that will be effective after the period-end
Millions of yen Yen
Class of Total amount Funds of Dividends per
Resolution shares of dividends dividends share Record date  Effective date
Annual shareholders’ meeting held on Common Retained March 31, June 27,
June 26, 2013 stock ¥ 4,177 earnings ¥ 22.00 2013 2013
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16. STOCK OPTION

The stock options outstanding as of March 31, 2014 are as follows:

Number of )
) ) Date of Exercise ) )
Stock Option Persons Granted Options ) Exercise Period
Grant Price
Granted
(Shares) (Yen)
) 7 directors From Aug 23, 2013
2013 Stock Option 23,771 Aug 22, 2013 ¥ 1
6 employees to Aug 22, 2043
The stock option activity is as follows:
For the year ended March 31, 2014 2013 Stock Option
(Shares)
Non-vested
March 31, 2013 - OUEISTANING -+ veeovveeeriee e —
[T 0] (=)o FET T PP 23,771
[OF- 101071 1= o [T T T PP —
Y 2] (=)o T PP —
March 31, 2014 - OUESTANING -+ veeoveeermee e 23,771
(Yen)
Exercise price ...................................................................................................................................................... ¥ 1
Average StOCK PriCE Al @XEICISE -«  r rret it —
Fair Value price at grant date: . ..o ¥ 4,180

THE ASSUMPTIONS USED TO MEASURE FAIR VALUE OF 2013 STOCK OPTION

NV AlUALION METNOM: - - ettt ettt e e e

Volatility of SLOCK PriCE: - vvvovieiii

Estimated remaining outstanding period:

Estimated dividend (YEN): .o oo

RISK-TrEe INtEIESE FatE: -+ vt s

TERUMO CORPORATION 20
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34.81%

13.4 years

¥ 44 per share

1.08%
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17. LEASES

The Company and its subsidiaries lease, primarily system server 2008 that did not transfer the ownership of leased property to the
and network equipment under various lease arrangements. As lessee are continued to be accounted for as if they were operating
described in “Summary of Significant Accounting Policies, (m) leases.

Leases,” financing lease arrangements entered into prior to April 1,

Proforma amounts of such financing leases accounted for as operating leases at March 31, 2014 and 2013 are as follows:

Millions of yen

2014 2013
ACGUISTEION COSES -1 vt Y — ¥ 79
Less: accumulated depreCiation - .o — 74
¥ — ¥ 5

N2 0 o]0 )0 /@Y 1 U [= I T PP P PP PPPTN
Acquisition costs include the interest component since the amount of future minimum lease payments as compared to the year-end balance

of property, plant and equipment is not significant.

Future minimum payments required under such finance leases at March 31, 2014 and 2013 are as follows:

Millions of yen

2014 2013
Within one YA vt ¥ — ¥ §
Over one YA e — —
¥ — ¥ 5
The lease expenses for such finance leases for the years ended million, respectively, for the years ended March 31, 2014 and 2013.
March 31, 2014 and 2013 amounted to ¥4 million and ¥48 million, Future lease payments include the interest component since the
respectively. amount of future minimum lease payments as compared to the
The depreciation amount calculated by straight-line method over year-ended balance of property, plant and equipment is not
the lease terms without residual value were ¥4 million and ¥48 significant.

The minimum rental commitments under noncancellable operating leases at March 31, 2014 and 2013 are as follows:

Millions of yen

2014 2013
Within one YA vttt ¥ 363 ¥ 290
655 730

Over one YA e

¥ 1,018 ¥ 1,020
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18. FINANCIAL INSTRUMENTS

1. Qualitative information on financial instruments

(A) POLICIES FOR USING FINANCIAL INSTRUMENTS

The Company and subsidiaries secure funds through bank
borrowings and issuance of bonds, by managing direct and indirect
finance effectively in response to changing business environment,
necessary to operate the business of manufacturing and marketing
principally medical equipment and healthcare products according
to their capital investment plans. Excess cash is temporarily
invested in a portfolio that emphasizes the safety of principal. The
Company and subsidiaries enter into derivative transactions for the
purpose of hedging their exposures to foreign exchange
fluctuations and interest rate fluctuations, and not for speculative

purposes.

(B) DESCRIPTION OF FINANCIAL INSTRUMENTS USED
AND THEIR EXPOSURES TO RISKS

Trade receivables, including notes and accounts receivable, are
exposed to customer credit risk, and trade receivables in foreign
currencies are also affected by foreign exchange rate fluctuations.
The Company and subsidiaries utilize forward exchange contracts
and foreign-currency denominated payables to hedge their
exposures to foreign exchange fluctuations related to foreign-
currency denominated trade receivables. Investment securities
mainly consist of the shares of business partners held for business
and capital alliances, and are exposed to the risk of stock price
fluctuations. Long-term debt and bonds payable were issued to
finance a part of acquisition funds of CaridianBCT Holding Corp. in
the previous period and capital expenditures in property, plant, and
equipment. Long-term debt with variable interest rates is exposed
to the risk of interest rate fluctuations, and interest rate swaps are
used for certain long-term debt in order to hedge its risk. A part of
long-term debt is denominated in foreign currencies, and is
therefore exposed to a foreign currency rate fluctuation risk.

On the other hand, most trade payables, including notes and
accounts payable, have a short maturity of one year or less.
Though a portion of trade payables arising from imports of raw
materials are denominated in foreign currencies, the amount of
such foreign-currency denominated trade payables is within the
balance of accounts receivable denominated in the same foreign
currencies.

The Company enters into forward exchange contracts to hedge
against the risk of fluctuations in foreign currency exchange rates
associated with certain trade receivables and payables in foreign
currencies and forecast transactions in foreign currencies, and
interest rate swaps to hedge against the risk of fluctuations in
interest rates associated with debt with variable interest. For more
information on the use of hedge accounting, such as hedging
instruments, hedged items and the hedge policy, including the

evaluation of hedge effectiveness, please refer to “Summary of

TERUMO CORPORATION
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Significant Accounting Policies,” (n) Derivatives and Hedge

Accounting.

(C) POLICIES AND PROCEDURES FOR MANAGING THE
RISKS

i. Management of Credit Risk
The Company regularly monitors customer accounts under its
receivable management process, by managing the balances and
due dates of each customer, identifying early signs of potential
collection issues due to customers’ deteriorated financial condition,
and reviewing the adequacy of collaterals in order to prevent
default losses. Each of the Company’s consolidated subsidiaries
has a similar receivable management process in place.

The Company limits counterparties to its derivative transactions
to financial institutions with a highly creditworthy, and, accordingly,

is exposed to no or little counterparty credit risk.

ii. Management of Market Risk

The Company and its certain subsidiaries utilize forward exchange
contracts for the purpose of hedging their exposures to exchange
rate fluctuations, arising from trade receivables and payables in
foreign currencies and forecast transactions in foreign currencies,
which are analyzed on a monthly basis by currency. The Company
utilizes interest rate swaps for the purpose of hedging its exposures
to interest rate fluctuations arising from long-term debt with variable
interest.

For investment securities, the Company regularly monitors their
fair value and the issuers’ financial condition. Securities other than
those held to maturity are continuously reviewed for their retention
by considering its relationship with business partners.

The Company enters into derivative transactions under the
corporate derivative management policy, which prescribes the
authority and limitations on derivative transactions. In accordance
with the policy, the Treasury Department executes and records
derivative transactions and reconciles balances with the
counterparties. The results of forward exchange transaction are
reported monthly to the director in charge of the Treasury
Department and the Board of Directors. The same management

process is being implemented by subsidiaries of the Company.

iii. Management of Funding and Liquidity Risk
The Treasury Department administers liquidity risk management
by forecasting and updating the Company’s cash flow plan

according to reports from each Department in the Company.

(D) SUPPLEMENTAL INFORMATION ON FAIR VALUES

The fair value of financial instruments is estimated based on
quoted market prices as well as amounts calculated using a
reasonable valuation technique when there is no available market

price.
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Accordingly, the fair values are subject to change if certain 19 “Foreign Exchange Risk Management” itself does not reflect the
assumptions are used in the calculation change. impact of market risks the Company is exposed to.

The notional amount of derivative transactions disclosed in Note

2. Fair value of financial instruments
The book carrying amount of the financial instruments included in the consolidated balance sheets and their fair value at March 31, 2014 and
2013 are as follows:

Millions of yen

Carrying
Amount Fair value Difference
2014:
Assets:
Cash and AEPOSIES: - - e ¥ 95,619 ¥ 95,619 ¥ —
Notes and accounts receivable—trade - 101,520 101,520 —
TNV X 1 =) MY = 0x L LT =X
Available-for-sale SECUIIES -« v 32,629 32,629 —
TOTB - ettt ¥ 229,768 ¥ 229,768 —
Liabilities:
Notes and accounts payable—trade ... ¥ 38,148 ¥ 38,148 —
LS 0 10] £ =Y 0 0 10 (=] o] T TP TP PP EPPPPIN 260 260 —
Notes and accounts payable—facilities included in other current liabilities ... 8,426 8,426 —
BONAS PayabI@(™) v v 80,000 80,364 364
LoNg-term debt(™) .o 81,422 81,610 188
TOEB - ettt ¥ 208,256 ¥ 208,808 ¥ 552
Derivatives:(?)
TOTB - et e et ¥ (117) ¥ (117) Y —
Millions of yen
Carrying
Amount Fair value Difference
2013:
Assets:
Cash and AEPOSIES: - v ¥ 78,201 ¥ 78,201 Y —
Notes and accounts receivable—trade ... 95,008 95,008 —
TNV X 1 T2Y MR T = 0x B LT =X
Available-for-sale SECUILIES -+ v 26,718 26,718 —
TOUBU - eve oot ¥ 199,927 ¥ 199,927 ¥ —
Liabilities:
Notes and accounts payable—trade ... ¥ 37,515 ¥ 37,515 Y —
Short-term debt o 18,046 18,046 —
Notes and accounts payable—facilities included in other current liabilities. ... 6,625 6,625 —
BONAS PAy@bIE(™) v 80,000 80,512 512
LONG-term debt(™) oo 82,474 83,066 592
TOTAU - e ettt ¥ 224660 ¥ 225764 ¥ 1,104
Derivatives:("?)
TOUB e ev ettt ¥ (914) ¥ (914) ¥ —

(*1) Bonds payable and long-term debt include current portion.

(*2) The amount represents a net amount of assets (liabilities).
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Assets: Bonds payable
Cash and deposits, Notes and accounts receivable-trade The fair value is estimated based on quoted market prices.

The carrying amount approximates fair value because of short
_ _ Long-term debt
maturity of these instruments. ) ) o
N The fair value is based on the present value of the total of principal
Investment securities ) . ) S
and interest (*®) discounted at an interest rate to be applied if similar
The fair value is estimated based on quoted market prices.
new debt were issued.

Please refer to Note 4 Investment Securities.
(*3) Long-term debt associated with interest rate swaps that qualify for the special

Liabilities: method, are measured by discounting the total amount of principles and interests,
Notes and accounts payable—trade at the interest rate of swaps.

Short-term debt, Notes and accounts payable—facilities o
Derivatives:
The carrying amount approximates fair value because of short
) ) Please refer to Note 19 Foreign Exchange Risk Management.
maturity of these instruments.

The following securities are not included within Investment securities in the above table, since the fair values of these securities are highly
difficult to estimate.

Millions of yen

2014 2013
UNIISTEO STOCKS -+« -« e+ e v e e me e eeme ettt ettt et ettt et et e et ettt ettt e et ea et e ae e et e e et eeeteeeaeneeaan ¥ 1,907 ¥ 197
Investment securities of unconsolidated subsidiaries and affiliates:«««---c««voeevmriiinniii 3,419 3,390
The amount of maturities within one year from the year-end is The amount of maturities within one year from the year-end is
¥95,619 million of Cash and deposit and ¥101,520 million of Notes ¥78,201 million of Cash and deposit and ¥95,008 million of Notes
and accounts receivable—trade as of March 31, 2014. and accounts receivable—trade as of March 31, 2013.
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19. FOREIGN EXCHANGE RISK MANAGEMENT

At March 31, 2014 and 2013, outstanding foreign currency exchange contracts are used for the translation of hedged trade receivables and
payables. The Company is required to disclose certain information with respect to derivatives. Contract amounts and fair value of forward
exchange contracts at March 31, 2014 and 2013 are set forth below.

Derivatives not designated as hedges: Millions of yen
Foreign currency forward contracts 2014 2013
Sell

(@00 a1 1= Tex - 112010 151 ] AT TTE T T PP UPTUP PPN ¥ 7,365 ¥ 6,081

T Y 7= 1 1< (1 14) (900)

Unrealized gain (IOSS) e (114) (900)
Buy

(@00 a1 17 Tex 2712010151 ] AT TTE T T PP UPTPTUPRPTN ¥ 176 ¥ 768

T Y 7= 1 1< P 1 (14)

Unrealized gain (|oss) ................................................................................................................................ 1 (14)
Net amount of unrealized gain (loss) by sell and buy ..o ¥ (113) ¥ (914)
Derivatives designated as qualified hedging instrument: Millions of yen
Foreign currency forward contracts 2014 2013
Sell

(@00) 11 =11 B= 1 0 1015 1 o | AE TR T PPN ¥ 0613 ¥ —

Al VAU oo e e (4) —
Buy

(@00 a1 1= Tex - 112010 151 ] AT TTE T PP UP TP UPRPTN ¥ — ¥ —

T Y 7= 1 1= — —
Total amount Of faIr VAIUE -+ oo ¥ (4) Y —
Derivatives designated as qualified hedging instrument: Millions of yen
Interest rate swaps 2014 2013

N2 N0 a = 1 F= 1 a0 ] U 10 ) PP ¥ 20,000 ¥ 20,000

Il VAL ettt (1) (1)

(*1)Interest rate swap contracts are accounted for as part of long-term debt. Therefore, the estimated fair value of the contracts is included in the fair value of the underlying long-

term debt.

TERUMO CORPORATION 25 ANNUAL REPORT 2014



20. ASSET RETIREMENT OBLIGATIONS

For asset retirement obligations, the amount recorded in the consolidated balance sheet are as follows:

(A) NATURE OF ASSET RETIREMENT OBLIGATIONS

The Company recognizes asset retirement obligations for the costs of building demolition work and soil clean up under a real estate sales
agreement for the headquarters' land.

(B) CALCULATION METHOD OF THE ASSET RETIREMENT OBLIGATIONS

The period to retirement was estimated either 1 year or 10 years from the acquisition, and the obligations are discounted at a rate of 1.36%
(for other than those with one-year life) to calculate the amount of asset retirement obligations.

(C) CHANGE IN ASSET RETIREMENT OBLIGATIONS

Since the respective amounts for the year ended March 31, 2014 are immaterial, information on the changes in asset retirement obligation
has been omitted.

millions of yen

2013
Balance at beginning of the VBN - v ¥ 093
Changes in estimate obligations ........................................................................................................................................... —
Accretion due to the passage Of tIMe oo 3
Decrease due to settlement of asset retirement obligations ... (420)
Balance at end of the YBAL oot ¥ 576

21. CONTINGENCIES

The Company and subsidiaries had no significant contingent liabilities at March 31, 2014 and 2013.

22. SUBSEQUENT EVENT

The Company executed a stock split effective April 1, 2014, according to the resolution of the Board of Directors’ meeting on February 4, 2014.

Details of the stock split are as follows:

1. Purpose of stock split

The stock split was implemented with the aim of increasing the liquidity of the Company’s stock and expanding its investor base by reducing
the price per share-trading unit.

2. Method of the stock split

Each share of common stock held by shareholders recorded on the shareholders registry as of March 31, 2014, was split into 2 shares on
April 1, 2014.

3. Increase in the number of shares due to the stock split

Common stock 189,880,260 shares
Per share data has been adjusted retrospectively to reflect the effect of the two-for-one stock split effective April 1, 2012.
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23. SEGMENT INFORMATION

The Company reportable segments are components of the
Company for which separate financial information is available, and
whose operating results are reviewed regularly by the Board of
Directors in order to determine allocation of resources and assess
segment performance.

The Company is organized into business units, called the
internal companies, which are classified according to product
groups. Each internal company headquarters plans
comprehensive business strategies for its products in Japan and
overseas, and conducts its own business activities.

Accordingly, the Company has three reportable segments on the

(Note) Changes in the composition of segments

basis of its internal companies; General Hospital Business, Cardiac
& Vascular Business, and Blood Management Business. Effective
from the year ended March 31, 2013, the Company integrated the
Consumer Healthcare Business segment into the General Hospital
Business segment.

The accounting policies applied to the reportable segments are
generally the same as those described in the summary of
significant accounting policies except for inventories which are
valued at the amount before adjustment to their net realizable value.
The Company adopted operating income (loss) as the measure of

segment income (loss).

Sales and expenses related to the domiciliary oxygen system business and the domiciliary infusion pump business which were transferred in

the previous fiscal year, and the next generation implantable left ventricular assist system business which was entered into a strategic alliance

in this fiscal year are allocated to “Adjustments.” The segment information for the year ended March 31, 2013 has been reclassified

retrospectively giving effect to these changes.

As a result of the changes, compared to the reported amounts based on the previous classification, the segment income for the year ended

March 31, 2013 has increased; General Hospital Business by ¥366 million, Cardiac & Vascular Business by ¥3,641 million, and Blood

Management Business by ¥39 million. On the other hand, the income under “Adjustment” has decreased by ¥4,046 million accordingly.

TERUMO CORPORATION
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(A) REPORTABLE SEGMENTS

Reportable segment information for the years ended March 31, 2014 and 2013 are as follows:

Millions of yen

2014 2013
Sales:
General HoSpital BUSINESS - v ¥ 164,090 ¥ 155,010
CardiaC & VasSCUIAr BUSINESS « - et ettt 210,558 169,678
Blood Management BUSINESS - - e 92,744 74,746
467,392 399,434
Adjustment (32) 2,860
¥ 467,360 ¥ 402,294
Segment income (loss):
General HoSpital BUSINESS - c v ¥ 20,798 ¥ 23,647
CardiaC & VaSCUIAr BUSINESS « - vt ereeiieiieiii s 41,950 27,282
Blood Management BUSINESS - - e 4,281 2,044
67,029 52,973
Adjustment (1,740) 243
¥ 65,289 ¥ 53,216
Segment assets:
General HoSpital BUSINESS - c v ¥ 171,317 ¥ 168,316
CardiaC & VaSCUIAr BUSINESS « -« et ereeiieiiiii s 237,447 219,297
Blood Management BUSINESS -+ v 327,087 308,322
735,851 695,935
Adjustment 96,963 75,097
¥ 832,814 ¥ 771,032
Depreciation and amortization:
General HoSpital BUSINESS - c v ¥ 8,661 ¥ 7,766
CardiaC & VaSCUIAr BUSINESS -+« vvo vttt 8,988 5,891
Blood Management BUSINESS - - e 11,812 10,477
29,461 24,134
Adjustment 861 469
¥ 30,322 ¥ 24,603
Amortization of goodwill:
General HoSpital BUSINESS - v ¥ - ¥ -
CardiaC & VaSCUIAr BUSINESS « -« vttt 1,979 1,767
Blood Management BUSINESS -+ - e 7,580 6,185
9,559 7,952
AJUSTMIENT - - -
¥ 9,559 ¥ 7,952
Capital expenditures:
General HoSpital BUSINESS -+ v ¥ 13,038 ¥ 12,795
CardiaC & VaSCUIAr BUSINESS « - et ereeiieaiieiii s 22,022 12,868
Blood Management BUSINESS - - e 10,562 6,564
45,622 32,227
AJUSTMIENT - 1,002 936
¥ 46,624 ¥ 33,163
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The adjustment to segment income (loss) consists of ¥ (129)
million for Inventories and ¥ (1,611) million for other for the year
ended March 31, 2014.

The adjustment to segment income (loss) consists of ¥584

million for Inventories and ¥ (341) million for other for the year

(RELEVANCE INFORMATION)

(a) INFORMATION OF EACH GOODS AND SERVICES:

ended March 31, 2013.

The adjustment to segment assets mainly included Cash and
deposits, Investment securities, Deferred tax assets and assets of
the administrative departments.

Information of goods and services is omitted because the information is same as that of reporting industry segments.

(b) INFORMATION ON GEOGRAPHIC AREA

Millions of yen

2014 2013
Sales to customers recognized by sales destination:
Japan ¥ 189,042 ¥ 185,914
Europe 96,893 75,394
North and South America 110,973 87,941
Asia and Others 70,452 53,045
¥ 467,360 ¥ 402,294
Property, plant and equipment:
Japan ¥ 105,401 ¥ 99,276
Europe 10,712 9,240
North and South America 17,722 19,126
Asia and Others 23,920 17,183
¥ 157,755 ¥ 144,825

The sales to customers in North and South America consist of
¥91,771 million for the United States of America and ¥ 19,202
million for other countries and areas for the year ended March 31,
2014.

Since there is no single country or area that accounts for 10% or
more of total property, plant and equipment, information by country
or area on property, plant and equipment has been omitted.

The sales to customers in North and South America consist of

(c) INFORMATION ON MAJOR EXTERNAL CUSTOMERS

¥73,066 million for the United States of America and ¥14,875
million for other countries and areas for the year ended March 31,
2013.

The property, plant and equipment of North and South America
consists of ¥18,116 million for the United States of America and
¥1,010 million for other countries and areas for the year ended
March 31, 2013.

There were no sales to a single external customer exceeding 10% of consolidated net sales for the year ended March 31, 2014.

(d)INFORMATION ON IMPAIRMENT LOSS BY REPORTABLE SEGMENTS

Millions of yen

2014 2013
Impairment loss:

General Hospital Business ¥ 3,454 ¥ -
Cardiac & Vascular Business 7,595 -
Blood Management Business 1,966 -
13,015 -

Adjustment 2,336 -
¥ 15,351 ¥ -
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(e)INFORMATION ON GOODWILL BY REPORTABLE SEGMENTS

Millions of yen

Balance at end of the year 2014 2013
General HoSpital BUSINESS - v ¥ - ¥ -
CardiaC & VaSCUIAr BUSINESS -+« vvo vttt 21,663 22,397
Blood Management BUSINESS -+ e 132,498 126,925

154,161 149,322
Adjustment - -

¥ 154,161 ¥ 149,322

24. BALANCES AND TRANSACTIONS WITH UNCONSOLIDATED SUBSIDIARIES
AND AFFILIATED COMPANIES

Since the respective amounts as of and for the year ended March 31, 2014 are immaterial, information on balances and transactions with

unconsolidated subsidiaries and affiliated companies has been omitted.
Balances as of March 31, 2013 and transactions for the years ended March 31,2013 with unconsolidated subsidiaries and affiliated

companies are summarized as follows:

Millions of yen

2013

Other current assets:

Terumo Business SUPPOt COMPOTALION -« oo ¥ 5

Terumo Human Create Corporation .....................................................................................................................................

T EIUIMO B OIN K K . oottt ettt ettt et et et e e et et 40
Accounts payable and other current liabilities:

Terumo Business SUPPOt COMPOTALION - oo ¥ 30

Terumo Human Create COrPOIation: o 128

BT Lol =3 N I 2 PP 183

Olympus Terumo BiomaterialS COrP. e 6

Millions of yen

2013

Income from other services:

BT Lol =3 N I 2 PP ¥ 21
Purchase:

TEIUMO BSIN KK, o totettitttit ootttk ettt ¥ 1,071

Olympus Terumo BiomaterialS COrP. o 23
Insurance and other expenses:

Terumo Business SUPPOIrt COMPOTALION -« o ¥ 1,137

Terumo Human Create COrPOIation o 1,414
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25. OTHER COMPREHENSIVE INCOME

Amounts reclassified to net income in the current year that were recognized in other comprehensive income in the current or previous years
and tax effects for each component of other comprehensive income are as follows:

Millions of yen

2014 2013
Valuation difference on available-for-sale securities:
Increase (decrease) during the year ... ¥ 5,908 ¥ 8,743
Reclassification adjuStmeNnts - ..o — —
SUD-LOtAl, DEFOIE AKX -+ e 5,908 8,743
Tax (eXPense) Or Denefit. ... (2,097) (1,233)
SUD-TOAl, NET Of TAX - - vr e et 3,811 7,510
Deferred gains or losses on hedges:
Increase (decrease) during the year ... (75) (349)
Reclassification adjuStments - ..o 72 346
SUD-TOtal, DEFOIE TAX - e vree et (3) (3)
Tax (eXpense) Or Denefit ... 1 1
SUD-TOLAl, NET OFf TAX -+ ve e e (2) (2)
Foreign currency translation adjustments:
Increase (decrease) during the year ... 33,234 39,157
Reclassification adjuStmeENnts ... — —
SUD-LOtAl, DEFOIE TaX -+ et 33,234 39,157
Tax (expense) [0 ] a0 7= 1= i1 SN — —
SUD-LOtAl, NET OF TAK- -+ e 33,234 39,157
Share of other comprehensive income of associates accounted for using equity method:
Increase (decrease) during the year ... (3) 3
Reclassification adjuStmeNnts ... — —
SUD-TOtAl, DEFOIE TAX -« e (3) 3
Tax (expense) [0 T o 0 7<) 1= 11 TSN — —
SUD-TOLAl, NET Of TAX -+ vr e et (3) 3
Total other comprenensive INCOME . oo, ¥ 37,040 ¥ 46,668
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To the Board of Directors of Terumo Corporation:

Independent Auditor’s Report

We have audited the accompanying consolidated financial statements of Terumo Corporation and its
consolidated subsidiaries, which comprise the consolidated balance sheets as at March 31, 2014 and 2013, and
the consolidated statements of income, statements of comprehensive income, statements of changes in net
assets and statements of cash flows for the years then ended, and a summary of significant accounting policies
and other explanatory information expressed in Japanese yen.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with accounting principles generally accepted in Japan, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on our judgement, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, we consider internal control relevant to the entity’s preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, while the objective of the financial statement audit is not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Terumo Corporation and its consolidated subsidiaries as at March 31, 2014 and 2013, and their
financial performance and cash flows for the years then ended in accordance with accounting principles
generally accepted in Japan.

Kpmg AZSA LLC

June 25, 2014
Tokyo, Japan

KPMG AZSA LLC, a limited liability audit corporation incorporated under
the Japanese Certified Public Accountants Law and a member firm of the
KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.
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