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Engaged in business that applies microwave processes to chemical manufacturing
processes

This report is an English translation of part of the report issued on June 28, 2022.
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Note: Non-consolidated basis. Figures for the fiscal year ending March 2023 are the company's forecasts.
It conducted 1-to-100 stock split on April 1, 2022 . Per share indicies are adjusted retroactively.

Application of Microwave Processes to Chemical Manufacturing Processes
Microwave Chemical is a one-stop provider for chemical manufacturers with microwave
process services ranging from research and development to engineering and
manufacturing support.

Microwaves are electromagnetic waves with a wavelength of approximately 1 mm to 1 m.
The electric and magnetic fields are perpendicular to each other. These waves can transfer
energy directly and selectively to specific materials from within, eliminating the need for
energy transfer through a medium and requiring only minimal energy. In addition, by
radiating microwaves at a frequency that resonates only with the target material, energy
can be transmitted uniformly, eliminating waste and unevenness and achieving high yield
and quality.

In 2014, the company completed the world’s first large-scale microwave chemical plant
and began commercial shipment of fatty acid butyl esters, a raw material for newspaper
inks.

Solutions Provided

Since the application of microwave processes to chemical manufacturing is in its dawning
age and most customers are still in the R&D phase, the company offers solutions for
customers in multiple phases, from R&D to commercialization. Therefore, the company is
an R&D company that aims to solve the issues of its customers as well as an engineering
company that designs microwave processes and delivers reactors.

The company provides R&D and engineering/manufacturing support solutions in four
phases. Phase 1 is lab development and proof-of-concept; phase 2 is demonstration
development, phase 3 is actual equipment installation (equipment sales), and phase 4 is
manufacturing support. In the fiscal year ended March 2022, net sales for phase 1
accounted for 36.0%, phase 2 for 37.2%, phase 3 for 3.5% and phase 4 for 23.3%.
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Financial Statements

. Fiscal Year Mar.2020 Mar.2021 Mar.2022
Statement of income

(mn yen) (%) (mnyen) (%) (mnyen) (%)

Net sales 1,052 100.0 458  100.0 860 100.0
Cost of sales 401 38.1 219 48.0 202 23.6
Gross profit 651 61.9 238 52.0 657 76.4
Selling, general and administrative expenses 622 59.2 586 128.1 745 86.6
Operating profit 28 2.7 -348  -76.1 -87  -10.2
Non-operating income 6 - 3 - 2 -
Non-operating expenses 7 - 11 2.4 13 1.6
Ordinary profit 27 2.6 -3655  -77.6 98  -115
Profit before income taxes 35 34 -1,033 -225.7 -107  -125
Net profit 32 31 -1,036 -226.3 -110 -12.8

Fiscal Year Mar.2020 Mar.2021 Mar.2022
Balance sheet

(mn yen) (%) (mn yen) (%) (mn yen) (%)

Current assets 962 34.6 577 33.9 515 32.6
Cash and deposits 812 29.2 382 225 220 13.9
Accounts receivable-trade 55 2.0 68 4.0 159 10.1
Inventories 10 0.4 17 1.0 13 0.9

Non-current assets 1,821 65.4 1,124 66.1 1,066 67.4
Property, plant and equipment 717 25.8 701 41.2 651 411
Intangible assets 12 05 16 0.9 15 1.0
Investments and other assets 1,090 39.2 406 23.9 400 25.3

Total assets 2,784  100.0 1,701 100.0 1,582 100.0

Current liabilities 387 13.9 360 21.2 211 13.4
Accounts payable - trade 2 0.1 8 0.5 4 0.3
Current portion of long-term borrowings 50 1.8 - - 50 3.2

Non-current liabilities 625 225 605 35.6 745 47.1
Long-term borrowings 250 9.0 250 14.7 410 25.9
Lease liabilities 375 135 355 20.9 335 21.2

Net assets 1,772 63.6 735 43.2 625 39.5
Owners' equity 1,772 63.6 735 43.2 625 39.5

ST e @ o Fiscal Year Mar.2020 Mar.2021 Mar.2022

(mn yen) (mn yen) (mn yen)

Cash flows from operating activities 55 -287 -226
Depreciation 41 65 69

Cash flows from investing activities -528 -72 -125

Cash flows from financing activities 537 -69 190
Dividends paid - - -

Net increase in cash and cash equivalents 63 -430 161

Cash and cash equivalents 812 382 220

Note:Non-consolidated basis.
Source: Prepared by Stock Research Center based on the notifiable prospectus.
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About Stock Research Center

Stock Research Center is engaged in the preparation of analyst reports, mainly on companies that are not sufficiently
covered by analysts, based on a neutral perspective, and broadly disclose the reports to the public with an aim to
revitalize the stock market.

Note: Reports prepared by Stock Research Center are created in reference to the Ministry of Economy, Trade and
Industry’s Guidance for Integrated Corporate Disclosure and Company-Investor Dialogues for Collaborative Value
Creation.
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Certification by Analysts

Analysts indicated in the reports certify that the content indicated in the report precisely reflects the personal opinions
of the analysts on all securities and issuer companies discussed in the report. In addition, it is ensured that the opinions
directly or indirectly indicated in the report will have no influence on the analyst’'s compensation in the past, present,
and future upon writing the report.

Disclaimer

- The report is prepared by stock analysts affiliated with the Stock Research Center for the purpose of disclosure to a
wide range of investors as reference information and not to recommend or solicit to buy or to sell any particular
securities or financial instrument.

- The content and indication of the report is based on disclosed information available publicly and is prepared by
adding necessary supplementary information gained through interviews by analysts. The writer of the report is,
without exception, prohibited to use insider information, or to acquire such information. The information included in
the report is believed to be precise and reliable, but its preciseness is not verified objectively. In addition, the report
is not intended to comprehensively include all information required by investors.

- The information included in the report may become outdated due to changes in the financial market, economic
environment, etc. There are risks that the prices of stocks featured directly or indirectly in the report will fall below
the par value due to fluctuations in stock prices, changes in management/financial conditions of the issuers,
fluctuations in exchange rates or interest rates, etc. Past performance does not imply or guarantee future
performance.

- The opinions indicated in the report are subject to change without notice and the Stock Research Center has no
obligation to update the information or opinions included in the report.

- The Stock Research Center does not bear any responsibility for any results, including direct losses, indirect losses,
losses of profit and damages, suffered by investors due to using the report or relying on the report. Final investment
decisions shall be made by investors themselves and the sole responsibility concerning the investment lies with the
investors that viewed the report.

- The copyright of the report belongs to the Stock Research Center and it may not be copied, reproduced, quoted, etc.
in any form without prior consent.




