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Topcon aims to become a company that customers need with our advanced
DX solutions.

Our corporate philosophy is Topcon contributes to enrich human life by solving the societal challenges within
healthcare, agriculture and infrastructure.

Since our founding, we have developed our business globally, focusing on surveying instruments and ophthalmic
medical devices, leveraging our strengths in precision optics and optomechatronics technology.

In 1994, we came up with a new concept of “automating the construction process,” which no one had thought of at
that time, and created a new business market and potential demands.

This was a turning point, and we promoted mergers and acquisitions of various overseas technology venture
companies and distribution companies, integrating our unique technology and ideas and transforming into a
solution provider for the “healthcare, agriculture, and construction industries.”

Our customers are professionals with specialized knowledge. With a “Think Globally, Act Locally” mindset, we try
to explore their needs, listen to their opinions, and propose new unique DX solutions they don’t even think of to
contribute to creating a prosperous society globally.

This is the “TOPCON WAY” that we aim for.

Going forward, with a customer-oriented, field-oriented approach and a spirit of challenge, we will continue to
strive for “the company that is needed” by stakeholders and promote ESG (environmental, social, and governance)
management through our business.

A digital transformation with a human touch.
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that captures potential customer needs, it has promoted the use of software technologies acquired
through overseas M&A (mergers and acquisitions) and other activities, as well as digitalization and
automation.Through integration with loT networking technologies where all things are connected to
the network, it has created new DX solutions to transform customers’ approach to work itself, across
fields including construction, agriculture, and eye care.

Topcon’s strength lies in its dual-pronged approach to business growth, driven by leading-edge
hardware products as well as services in our solutions business. In addition to the core optical and
sensing technologies developed since its founding, Topcon integrates applied technologies such as
image processing, machine learning, automation, and remote operation to provide a diverse range
of DX solutions in the areas of healthcare, agriculture and infrastructure.

In this Integrated Report, Topcon hopes to clarify its significance of existence and social mission,
convey its vision for corporate value to achieve a sustainable society and sustainable growth for the
Topcon Group, and communicate Topcon'’s “value creation process” with a sense of plot and in an
accessible way to all stakeholders.

To Our
Stakeholders
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TOPCON selected for the fourth consecutive year as a Digital Transformation
Stock (DX stock), and first time chosen for the DX Grand Prix!

Topcon Corporation (Headquarters: Itabashi, Tokyo; President and CEO: Takashi
Eto) has been selected for the DX Grand Prix 2023 in the Digital Transformation
Stock (DX Stock) designated by the METI (Ministry of Economy, Trade, and

Industry) and the Tokyo Stock Exchange.

DX Stocks are selected for each industry category, targeting companies

listed on the Tokyo Stock Exchange that have established internal systems to 2
promote DX that contributes to improving corporate value. These companies

fundamentally transform their business models based on digital technologies
and aim to achieve new growth and enhance their competitiveness through DXZ5>7U2023
digital transformation. pigitat Transformation
Topcon has been selected for four consecutive years since 2020, and this
year was chosen as a “DX Grand Prix company,” an award for being a leading DX Grand Prix
company in the selected stocks. 2023
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agriculture and infrastruct

Management Policy

Governance Integrated Reporting Council (IIRC),
T f I d-n - d e s We” H Environment
EEROCUSES oh leading-edg Corporate Governance Initiatives 37 gg;g%gcrgtif\?; Sodal
technology to provide new value through . Compliance / Risk Management 41 V?Iuhe i;lga;ion g l '
= - . . = of the Ministry "N |
innovation and manufacturing. plshagemontStuehr 45 . of Economy, Guidance for

- : |Tr2|de and | Collaborative
. - ndustry. Value Creation

. Topcon respects diversity and = I Information Note on performance forecasts and
’ el . y outlook statements
acts as a global company. : Financial Highlights - 47 All plans, strategies, future
o 3 performance forecasts, and outlooks N
X . Discussion and Analysis of Financial Results 49 presented in this report are based on
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. ' compliance and continues to be a
trustworthy partner to all stakeholders.
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Introduction

Societal issues
around
the world

If eye disease is found earlier,

people might not go blind.

If food production is more stable,

people might not suffer from hunger.

If there are safer bridges, families might be

able to attend hospitals and schools.

At least 2.2 billion people have a vision impairment globally.

Over 800 million people are affected by hunger globally.
Globally, almost 1 billion people don't have

safe access to health care or education.

Let's focus on what is happening in the world.

Look around and imagine someone in trouble.
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This is the future
Topcon
IS aiming for
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AN A world where everyone can live %

/ acomfortable life with healthy eyes. Healtheare

\. A world where everyone can benefit from i |
. B

7/ robust and stable food production. Agriculture

Aujiqeuteisng

N\ A world where everyone can live safely in ,G{

// an environment with good infrastructure. msascuciure
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Look at what's going on in the world and

imagine everyone happy.

We can make that happen with our innovation

uoleuwlou|

and technology.

Topcon has that in mind.
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Introduction

Topcon’s digital transformation

That's why Topcon continues to solve societal challenges in healthcare, agriculture,

people around the world live better lives.

Societal challenges

Increase in eye disease resulting
from global population aging

Global shortage of
ophthalmologists

P4
N

Agriculture

Food shortages resulting from
global population growth
Decreases in crop production and

damage caused by global warming
and extreme weather events

dg

{3+

i Infrastructure /=«

’ - R - =
Shortage of skilled engineers resulting
from globally rising infrastructure

demands

Intensifying and frequent disasters
associated with climate change

07 TOPCON REPORT 2023

DX solution

Creating a system for eye disease screening

Remote Diagnosis

Al Diagnosis Referral Network
improvement of medical SN -
efficiency by making fundus
photography available Optical Store < 7 “aa) -
in settings that people i
frequent, such a general
practitioners and optical Drug Store' %
stores, thereby utilizing
cloud-type loT platforms to
enable remote diagnosis by

specialist physicians and Al Screening examination becomes available at the places other than ophthalmology }

diagnosis.

Contribute to the early
detection/early treatment
of eye diseases and

U Practitioner

Preventive (Screening) Diagnosis «Treatment Prognostic (Fo”ow—up)

Automation of farm operations

Unified management of
all data of the agricultural
management cycle
(planning, seeding,
growing and harvesting). ¥
Through performing '
agricultural tasks combining
auto-steering systems

and growth sensors

based on those data,
Topcon will contribute

to the improvement of
productivity and quality of
agriculture.

a4
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Planning Seeding

Growing

Harvesting

Auto steering and unif ication of data management

Automation of the Construction Process

We are identifying work
progress, operation status

of construction machinery
and material control

on a real-time basis by
connecting data from the IT
construction system and 3D
measurement devices to the
office. Unifying management
of the construction workflow
of measurement, design,
construction and inspection
contributes to improving
productivity and resolving
labor shortages.

Survey Design Construction Inspection

tion of construction work flow

Aboriginal

medical staff

performing

examination

" | using a full-auto
| medical device

Mobile
examination
Vision Van

Route of the Vision Van
. crossing the vast land of
Western Australia

Fertilizer distributor mounted with lasertype
sensors and auto-steering system

Lasertype
growth sensor

Visualizing by color-coding
the level of crop growth
on the map

Completed Pedestrian bridge

and infrastructure with our leading-edge digital transfc

Case Study Report of Issue Solving

Australia
Contributing to the prevention of blindness among the Aboriginal
people;supporting remote eye care

The rate of blindness among Australia's Aboriginal people is about three times that of non-
indigenous people. Of these cases, it is said that 90% could have been prevented*.

Topcon, assenting to an NGO that offer remote diagnosis services in Wester Australia to
promote the early detection/early treatment of eye diseases and prevent blindness, provided
fully-automatic medical devices and remote care platforms. By installing Topcon devices on
the NGO's mobile vision van to support remote check-ups and having expert ophthalmologists
perform remote diagnosis by reviewing data via the cloud, Topcon supported real-time remote
eye care in remote indigenous communities. By supporting the remote medical system using
Topcon's systems, we are contributing to the early detection/early treatment of serious eye
diseases such as diabetic retinopathy.

*The Fred Hollows Foundation
https://www.hollows.org/au/what-we-do/indigenous-australia/aboriginal-and-torres-strait-islander-eye-health

Ireland
Contributing to “green” agriculture in harmony with the environment
“Visualize” the level of growth to increase potato production

With the aim of environmentally friendly and sustainable agriculture, a large-scale potato
farm in Ireland was searching for a method of farming that could reduce chemicals such as
pesticides while maintaining productivity. They used Topcon's lasertype growth sensors to
research the correlation of changes in soil caused by the amount of fertilizers and pesticides
and the growth level of potatoes, and succeeded in eliminating excessive use of chemicals.
In addition, their crop vyield increased in areas that were considered to be difficult soil by
enabling the optimization of fertilizer use. They also contributed to the reduction of CO2 by
using Topcon's auto-steering system. With our systems, Topcon will contribute to a "green
agriculture" that enables improved productivity and reduced environmental burden.

Rwanda
Contributing to creating access to healthcare, education and
employment by building bridges for communities that risk isolation

To improve the lives of people in areas where access to healthcare, education and employment
is insufficient due to a lack of bridges, Topcon has provided measurement devices and
software to a U.S.-based NPO with the aim of “eradicating poverty caused by isolation by

3 mg connecting communities with bridges worldwide.” By sharing on-site
measurement data with the engineering team in a remote location,
the construction process can be made more efficient, productivity and
quality can be improved, and bridge construction in emerging countries
can be supported. Topcon will continue to support this project and
contribute to the bridging of communities.

3D measurement equipment
provided by Topcon

90UBUIBAOD) AljigeuleISNg uoieal) enjep s,uoodo| pJeA IO yied s,uoodo| uonoanpou|
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Introduction

Topcon’s Overview

Main Products and Solutions

IT Construction

Auto Steering System for Agricultural Machines

for eye screening

Fully Automatic Screening Equipment

1
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3D Measurement Equipment

Lasertype Crop Sensor

Tele-optometry System

Topcon’s proprietary technlogies which realize to enhance the
automation of construction process

Real-time Construction Management System

Topcon’s proprietary technlogies which realize to enhance the
automation of farm operations

Agriculture Management System
v |

Topcon'’s proprietary technlogies which realize to create a system

Data Management System

At a Glance

Net Sales

215.6 viion

)
Fy2021 ¥1 76-4 billion

Net Sales
(Million yen)
200,000

150,000

100,000

50,000

FY FY  FY FY FY
2018 2019 2020 2021 2022

Net sales in FY2022 reached a record high, driven
by growth businesses such as IT Construction, IT
Agriculture and Screening Business.

Operating Income

19.5 viion
0
FY2021 ¥1 5-9 billion

Operating Income
(Million yen)
20,000

ROE

13.2..
AN
FY2021 14_0%

ROE
(%)

15,000

10,000

5,000

FY FY FY FY FY
2018 2019 2020 2021 2022

Operating income for FY2022 was ¥19.5 hillion,
a record high, as Topcon's combined strength
mitigated the impact of components shortages
and higher component and logistics costs.

12 ;)\ ®
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R FY Y FY
2018 2019 2020 2021 2022

ROE for FY2022 was 13.2%, achieving the range
(13-15%) outlined in the Third Mid-term Business
Plan.

Gross Profit

52.1.

™
FY2021 51.1-

Operating Income Ratio

9.1..
N
FY2021 9_0 %

Net Income Attributable to
Owners of the Parent

11 .8 billion

T
FY2021 1 0-7bi|lion

Net Income Ratio

5.5..
0
FY2021 6_1 %

Capital Expenditure

8.6 billion

0
FY2021 5 .3 billion

Depreciation

1 0.4 billion

0N
FY2021 7.8 billion

Ratio of R&D Expenditure to
Net Sales

0.6..
N
FY2021 9_2 %

Overseas Sales Ratio

81.8..

™
FY2021 80_ 7-.

Number of
Group Employees

5,543
™
FY2021 5,248
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Topcon’s Path Forward

Message from the CEO

Deepening Customer Orientation
for a New Leap Forward
To Sustainable Corporate Growth

Takashi Eto, who was appointed President on April 1, 2023, talks about measures to achieve
sustainable growth, the long-term vision and the Mid-term Business Plan 2025, announced

in May, 2023.

Q Please tell us about your career so far and
your aspirations for the future.

My name is Takashi Eto, and it was my honor to be appointed
the 17th President of Topcon Corporation on April 1, 2023.
Topcon celebrated its 90th anniversary last year, and we will
continue to strive with venture spirits to achieve a new leap
forward as we approach our 100th anniversary. | look forward
to your support in this endeavor.

| have previously worked as a site foreman for a construction
company, where | was engaged in hands-on management.
After joining Topcon in 1990, | gained experience mainly in the
sales and business planning divisions of the positioning
business, where | was involved in developing new businesses.
| also worked on the reorganization of the sales network in the
healthcare business, and until last year, | was engaged in
quality reform in the quality division.

At Topcon, our Corporate Identity is to “contribute to enrich
human life by solving the societal challenges within healthcare,
agriculture and infrastructure,” and we develop businesses
globally in the areas of healthcare, agriculture (farming) and
infrastructure (construction). The almost three decades since |
joined have also been a period of transformation for Topcon, as
it transitioned to a solution proposal-based company. | was
involved in this process of growth from the front line of sales.

Our transformation into a solution provider was triggered by
our M&A activities in the early 1990s, targeting overseas
technological venture companies. Through approximately 40
acquisitions and alliances over the following years, we were
able to integrate the precision optical technologies we had
developed throughout our history with GNSS technology and
hydraulic control technology to establish our machine control
technology, creating the new concept of the automation of
construction process. In the agricultural field, we created new
solutions to achieve the automation of farm operations using
auto-steering technology and optical growth sensors. In the
healthcare field, we expanded from our examination and
diagnostic instrument business targeting ophthalmology and
hospitals to the global development of an eye disease
screening system.

Today, we have grown into a global company, with 82% of
our net sales overseas and Non-Japanese employees

11 TOPCON REPORT 2023

composing 72% of our workforce.

Over the last 30 years, we have grown our sales by
approximately four times. A major driving force behind this
growth has been the creation of DX solutions in the fields of
healthcare, agriculture and infrastructure.

We have uncovered latent needs, which even our customers
cannot imagine, created new markets and grown our
businesses globally in the essential business fields of
healthcare, agriculture and construction, vital for people to live
better lives. From the front line of sales, | have been involved
in the introduction of i-Construction in Japan and have
participated in this initiative and Topcon's challenges.

Since my appointment as President, our Corporate Identity
— to “contribute to enrich human life by solving the societal
challenges within healthcare, agriculture and infrastructure” —
remains unchanged under the Mid-term Business Plan
announced in May this year, but | believe in the importance of
more thoroughly pursuing a customer-centric, field-oriented
approach to achieve the further promotion of DX solutions.

Our customers are professionals with specialized
knowledge. For us to propose new solutions to our customers,
and for them to accept these proposals, it is of the utmost
importance that we understand their situation first-hand.
Different customers face different challenges and demand
different products. By continuing to propose solutions tailored
to the region and the customer in the spirit of “Think Global,
Act Local,” | hope that we can grow into a company that is
indispensable for our stakeholders.

Q How do you view the business
environment?

An issue common to all our business areas of healthcare,
agriculture and infrastructure is the increasing and aging of the
global population (the proportion of people aged 65 and over).
Climate change associated with global warming in recent years
will also significantly affect our business environment.

We have organized the social issues and our initiatives in
each business area as our value creation process. | believe that
Topcon'’s significance of existence lies in creating livable
environments where the world’s population, anticipated to rise
to 9.7 billion by 2050, can coexist, ensuring a safe and secure
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President and Chief Executive Officer
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Topcon’s Path Forward

Message from the CEO

food supply, and minimizing the risk of eye disease, an

Mid-term Business Plan 2025 and Long-term Goal Challenge 2032 5
inevitable consequence of the aging population. . . o)
The reality is that despite the essential nature of the Alm tO aChleve net sales Of Net s;,,|es¥400 billion %
healthcare, agriculture and infrastructure markets, they lag ¥400 billion on the 100 year Anniversary §-
behind other industries in terms of the shift to IT and Of the company in 2032.
automation. It is precisely because IT and automation have not Mid-term Business
yet taken hold that we hope to achieve a digital transformation
in these markets through the introduction of our solutions,
including digitalization, automation, and network technologies, ¥250 5
to boost and accelerate the transformation of these industries. billion 3
The healthcare, agriculture and infrastructure markets where g‘
we operate our businesses are faced with various social ¥215.6 :-?
issues, and there are ever-increasing demands related to billion _ £
digitalization, efficiency improvements, labor saving, and 2X _3:
energy conservation to resolve these issues. The potential to 5
expand our businesses is growing ever larger. s
¥97.3
billion
Q Please tell us about the Mid-term Business 5
Plan 2025 and the Long-term Goal. ?g
>
The Mid-term Business Plan 2025, announced in May this 5
year, is a new three-year plan to succeed the Third Mid-term FY2012 FY2022 FY2025 FY2032 ®
. . . result result plan goal @]
Business Plan covering the period from 2019 to 2022. Under 3
the previous Mid-term Business Plan, we extended the initial §
plan by one year due to the impact of the COVID-19 pandemic.
Overall, the growth strategies we set forth at the inception of leading-edge products and combining hardware and software lateral sales framework of U.S.-Europe-Asia. From the current duction at 16 locations, and sales at 66 locations around the
the plan successfully produced results. We exceeded our fi- to provide unique solutions to our customers. All of our cus- fiscal year, we have restructured the business segments into world. It is crucial that we use IT to create systems to effi-
nancial targets in terms of sales and were more-or-less right tomers, whether in construction, agriculture, ophthalmology, the Positioning Business and the Eye Care Business. We will ciently and effectively utilize these locations. In addition to de-
on target in terms of operating income. hospitals, or optical stores, are engaged in their work in close endeavor to provide more user-friendly disclosures and brief- veloping and expanding DX solutions for our customers, we »
association with their own national and local communities. \We ings for all our stakeholders. are also actively engaged in internal DX. §
Long-term Goal sell products to these customers, support them, and propose We are also engaged in the important theme of boosting Through the implementation of these measures, we hope %
Under the current Mid-term Business Plan 2025, we will not new solutions to them through our network of locations production capacity and improving production efficiency. We to achieve net sales of ¥250 billion and operating income of 2
only accelerate the growth of businesses already on track un- around the world. plan to boost production capacity at our core factories, aiming ¥28 billion in FY2025, the final year of the plan. <
der our previous Mid-term Business Plan but also focus on en- | firmly believe that if we listen closely to the needs of each for further increasing our production capabilities to support (Please refer to “Strategies by Business” on pages 17 to 20
hancing and maintaining profitability. In the Mid-term Business of our customers and provide them with solutions to meet sustainable business growth. Under the Mid-term Business for details of initiatives in each business)
Plan 2025, we also establish the Long-term Goal of achieving their respective needs, this will lead to further growth. This is Plan 2025, we plan to invest around ¥10 billion in initiatives
net sales of ¥400 billion by 2032, the year of Topcon's 100th the “Think Global, Act Local” approach. | regard the deepening such as the construction of an additional factory at Topcon Ya-
anniversary. Our net sales first reached approximately ¥100 bil- of customer orientation as the key point in future corporate magata, our mother factory for eye care and positioning prod- Lastly, please explain your views on
lion in 2012, when we marked 80 years since our foundation. growth. ucts, and the relocation and expansion of our German factory 0 sustainability. o
\We went on to double this figure over the subsequent decade, producing displays for agricultural and construction machinery. %
growing our ngt sales to approgimately ¥200 billiqn i_n 2022. E Reforming the Foundation We recognize thg fact that', in recent. times, it is becoming dif- g
Over the coming decade, we aim to redouble this figure to B DX Acceleration ficult for companies to achieve sustainable growth unless they 2
achieve net sales of ¥400 billion by 2032. In terms of reforming the foundation, we will focus on maxi- are able to contribute to all their stakeholders and especially to
mizing the efficiency of operations in our core Positioning Busi- Next, regarding DX acceleration, we have expanded our busi- society. In this environment, we will make even more exten-
Basic Policy ness. Until now, we divided the business into two segments, nesses by building on our stable business base with the cre- sive use of our global coverage and diversity to practice ESG
Under this Long-term Goal, we have established three pillars Smart Infrastructure Business and Positioning company, and ation of growth businesses pivoting on DX solutions. So far, management based on the TOPCON WAY, the Group's com-
of our basic policy as we strive to be a sustainably growing going forward, however, we will integrate these into one seg- we have generated new DX solutions such as the automation mon values, which transcend nationalities. Through these ef-
100-year venture: “deepening customer orientation,” “reforming ment as the Positioning Business to achieve greater business of construction process, the automation of farm operations, forts, we aim to achieve a sustainable society, contributing to
the foundation,” and “DX acceleration.” efficiency. We will fuse the respective product planning and and creating a system for eye disease screening. We hope to enrich human life by solving the societal challenges within 5
development functions and engage in overall business optimi- continue to create DX solutions with new concepts to further healthcare, agriculture and infrastructure, which are also our g
n Deepening Customer Orientation zation to maximize synergies while making the most of thg grow our businesses. _ N bus.iness areas. We firmly bglieve that the resglution of thesg §
technological strengths developed by each segment. In addi- Development, production, and sales capabilities, as well as social challenges is directly linked to the expansion of our busi- =)

In terms of deepening customer orientation, first of all, we
have so far progressively expanded our businesses by leverag-
ing our core “measurement” technologies to develop unique,
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tion, we aim to strengthen our sales and support capabilities
to make it possible to flexibly provide solutions and support to
meet the needs of customers in each country through our tri-

the capabilities of our staff, are vital to support DX accelera-
tion. We pursue our business activities globally. We are cur
rently engaged in product development at 30 locations, pro-

nesses, and will enable our businesses to grow sustainably
into the future.

TOPCON REPORT 2023 14



Topcon’s Path Forward

Mid-term Business Plan 2025

Challenging to sustainably growing 100 year venture

FY2025 Financial Targets

M Net Sales
@ Operating

Income ¥215.6billion

¥19.5billion
ROE
o FY2022
13.2 Actual
.

Further growth by developing

solutions to meet various customer
needs

Think Globally

Continue to create solutions by Leading-
Edge Hardware based on core technology
of “Measurement” + Software

Act Locally

Develope customized solutions closer to
customers by leveraging our global sales
network and Strengthen collaboration with
local software companies

h

New Solution Proposals
New Market Development

Mid-term Business Plan 2025

FY2022

¥250bilion

ROE

Maximizing the Efficiency of
Positioning Operations

Integrate two segments, the Smart
Infrastructure Business and the Positioning
Company, into a single Positioning
Business to promote efficiency.

b

Strengthening Improving Enhancing
development operational sales
capabilities efficiency capabilities

=

Increase production capacity

of TopconYamagata

Invest the worth of ¥10 billion in boosting
production capacity to support business
expansion and improving production efficiency
through digitalization and automation.

Expand new factories for displays for
construction and agricultural machinery

Increase production capacity

| of Topcon Yamagata

—

¥28billion

¥ 13%~154

CAGR 5%

FY2022

CAGR1 3%

+2.1pt

FY2022
(0.2)~+1.8pt

Continuing to invest focusing on

growing areas (R&D, M&A)

Continuing investment to create new DX
solutions following IT Construction,IT
Agriculture and Screening for accelerating
business growth.

+

Enhancing organization and management

foundation for HR and IT to accelerate
development and deployment of DX

HR

@ Secure DX talent to drive software/
solutions by leveraging global locations

@ Strengthen human resource
development and training

Management Foundation

@ Strengthen management of solutions
and service revenue
@ Strengthen quality management

IT

® Accelerating automation and operational
efficiency through digitalization and data

e Ny N e N
Three pillars of sustainable growth
Deepening Customer Orientation Reforming the Foundation DX Acceleration

to Remain a Company in Need

Basic Policy

DX Acceleration.

Establish an efficient
organization

Continue to createthe next
growth business

To achieve sustainable growth and our financial targets, we have established three basic policy pillars as a key
point of our Mid-term Business Plan 2025: Deepening Customer Orientation, Reforming the Foundation, and
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Financial Strategy

Haruhiko Akiyama

Director, Senior Managing
Executive Officer

General Manager of Accounting
& Finance Div.

General Manager of Custom
Products Business Promotion Div.

Review of the Previous Mid-term Business Plan
Under the Third Mid-term Business Plan (FY2019-2022), de-
spite a massive business impact from the COVID-19 pandem-
ic and geopolitical issues, our strategies aimed at promoting
and accelerating growth business produced results, enabling
us to achieve sales exceeding the plan and operating income
roughly on par with the planned level. WWe were also able to
substantially improve our financial KPIs and strengthen our fi-
nancial base for future investment in growth.

M EPS (yen) @ Equity ratio
45.1% 45.8%

39.0% 41.2%
101.7 112.2
226 I I
89 ]
FY2019 FY2020 FY2021 FY2022

Mid-term Business Plan 2025
Under the Mid-term Business Plan 2025, launched in the cur
rent fiscal year, we have established management targets for
FY2025 including net sales of ¥250 billion and operating in-
come of ¥28 billion. At the same time, we have identified
“improving and maintaining profitability” as a key issue. To
achieve this, we will boost management efficiency by inte-
grating the former Positioning Company and Smart Infrastruc-
ture Business into a single Positioning Business to further
strengthen the business base. In the Eye Care Business,
which suffered a slump in revenue due to the impact of
CQOVID-19 and upfront investments in growth, we aim to im-
prove profitability through a combination of various measures.
Our basic approach to financial measures under the Mid-
term Business Plan 2025 is shown below.

[l Capital Allocation

We operate growth businesses, and it is our policy to priori-
tize the allocation of capital to investment in growth, aiming
to accelerate our numerous growth themes to further
strengthen these businesses. Specifically, we will continue
to invest in research and development. In addition to accel-
erating growth in our core businesses of IT Construction, IT
Agriculture and Screening, we plan to continue to allocate
approximately 9-10% of net sales to R&D expenditures for
the continued creation of new businesses that make maxi-
mum use of new ideas and DX.

In addition, under the Mid-term Business Plan 2025, we
have established a budget of ¥40 billion for growth invest-
ment, centered on M&A to enhance and expand new busi-
ness fields.

Even as we actively invest, however, we are also main-
taining a balance with shareholder returns. \We have estab-
lished a basic policy of continuing dividends with a payout
ratio of at least 35%.

[ R&D expenditures (illion yen) Dividends (yen) @ Dividend payout ratio

270.7% 20.7
16.2
35.4% 37.4%
r36 r 42
FY2019 FY2020 FY2021 FY2022

[l Fund Raising Capacity

We focus on the D / E ratio as an indicator of financial sound-
ness. Over the past four years, the D / E ratio has been gradu-
ally improving and stood at 0.6 times as of the end of the pre-
vious fiscal year. We regard a ratio of 1.0 or less as sufficient,
while maintaining a credit rating of “A-" from R&l, and we be-
lieve we have ample additional borrowing capacity. In addition,
we raised ¥20 billion through the issue of corporate bonds at
the start of the current fiscal year, and have also secured suffi-
cient credit limits (commitment lines) for bank borrowings.

We intend to fund individual M&A activities using funds
from operating cash flow, and we will select the optimal fi-
nancing method each time, including borrowings if neces-
sary. We have also established structures to flexibly respond
to any dramatic changes in the environment, in addition to
securing the funds for growth investment.

[ Interest-bearing liabilities (billion yen) @ D/E ratio (times)

57.4

53.0 53.5

FY2019 FY2020 FY2021 FY2022

H Cost of Capital

We have established ROE of 13-15% as a KPI under the
Mid-term Business Plan 2025. We are working to strength-
en management with an awareness of the cost of capital,
while focusing not only on profitability but also on capital ef-
ficiency and the optimal capital structure. When implement-
ing M&A and business investments, we will make invest-
ment decisions based on investment payback plans
incorporating individual risks and ample consideration to
avoid any damage to capital. We will also focus on engaging
in active dialogue with capital markets through IR activities
to achieve management with an awareness of both the cost
of capital and the share price.

B ROE PBR (times) @ Total assets turnover ratio (times / year)

14.0% 13.2%

0,
3.6% 20 2.0 2.0
1.3 - - -
0.9 0.8 1.0 1.1
FY2019 FY2020 FY2021 FY2022
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Topcon’s Path Forward

Strategies by Business

Until FY2022, Topcon engaged in businesses across three segments: Positioning Company, Smart
Infrastructure Business, and Eye Care Business. (From FY2023, these were reorganized into two segments:

Positioning Business and Eye Care Business)

POSITIONING
COMPANY

Business domains

I Surveying ™ Construction/

@ @ Engineering ™ Agriculture

2 civil Building

Major Sales Areas

29

Oceania

Major Products Sold by the Segment

I Total Station

I 3D Laser Scanner

T Construction System

2 IT Agriculture System

[ GNSS Receiver for Surveying

I Laser Instruments

I 3D Mobile Mapping System

7 Software
(Construction Site Management
System, Surveying & Civil Engineering
System, System for 3D Point Cloud Data
Management and Modeling, etc.)

Major Products Manufactured by the
Segment

Products and software based on
core technology of GNSS receiver

T Construction System

51T Agriculture System

[ GNSS Receiver for Surveying

I Construction Site Management
Software

I Surveying & Civil Engineering Software

SMART
INFRASTRUCTURE
BUSINESS

y

CorrespondingL

Business domains
¥ Surveying ™ Construction/

@ @ Engineering ™ Agriculture

2 civil Building

Major Sales Areas

Japan,
Middle East/§ -Asia

Africa

Major Products Sold by the Segment

¥ Total Station

¥ 3D Laser Scanner

I |T Construction System

5 |T Agriculture System

[ GNSS Receiver for Surveying

I Laser Instruments

¥ 3D Mobile Mapping System

0 Software
(Construction Site Management
System, Surveying & Civil Engineering
System, System for 3D Point Cloud Data
Management and Modeling, etc.)

Major Products Manufactured by the
Segment

Optical products including
surveying instruments and software

¥ Total Station

¥ 3D Laser Scanner

I Laser Instruments

¥ 3D Mobile Mapping System

¥ Surveying & Civil Engineering Software

1 Software for 3D Point Cloud Data
Management/Modeling

EYE CARE
BUSINESS

Corresponding SDGs

Business domains

B Examination/Diagnosis/
Treatment for
ophthalmology

M Screening
(Preventive/Prognostic)
M Phoropter for Optical
Stores
Major Sales Areas

Worldwide

Major Products Manufactured and

Sold by the Segment

M 3D Optical Coherence Tomography
systems (3D OCT)

B Fundus Camera

B Auto Refractometer/
Auto Kerato-refractometer

B Siit Lamp

B Tonometer

B Lens Meter

B Ophthalmic Laser Photocoagulator

B Software
(Image Filing, Data Management,
EMR, etc.)

B Optometry Systems
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POSITIONING

BUSINESS

FY2022 Financial Results

Positioning Company

In Positioning Company, net sales increased by 29.0% year on year to ¥124,731
million, as the Group captured non-housing-related robust demand, even as
the effects of a slowdown in housing investment became apparent in North
America, the main market for this segment, amid the continuing impact of
shipping delays due to the shortage of parts and materials. Operating income
increased by 33.6% year on year to ¥15,427 million, driven mainly by the rise
in sales, although the business continued to be affected by soaring parts,
materials, and logistics costs.

Smart Infrastructure Business

In Smart Infrastructure Business, net sales increased by 8.0% year on year to
¥42,163 million, driven by firm domestic sales and sales growth to countries
in Asia and the Middle East, despite the impact of shipping delays due to the
shortage of parts and materials. Operating income decreased by 13.5% year
on year to ¥5,037 million due to the effect of upfront investments in new
business fields, as well as the continued impact of a decline in production of
surveying instruments associated with the shortage of parts and materials
and elevated parts and materials costs.

Integrated into the Positioning Business in FY2023

Maximizing the Efficiency of Positioning Operations

Positioning Company

Development and manufacturing based on
precision GNSS and machine control

Maximizing business efficiency to enhance global competitive advantage

Positioning Business

Expected effects
* Strengthening development capabilities

Speed up planning and development by optimization
* Improving operational efficiency

Optimizing business functions within the organization
* Enhancing sales capabilities

Providing solutions responding to the local needs by a global trilateral sales framework (US-Euro-Asia)

=]
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[INet Sales M Operating Income %
(Billion yen) M
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124.7 3
96.7 15.4 a
717 74.0 71.4 11.5
8.4
l I l 45 l6.1 I
™ =01 =l = ™ 5
FY FY FY FY FY 3
2018 2019 2020 2021 2022 g_
w
&
C
[INet Sales M Operating Income g
(Billion yen) @
Q
5
42.2
36.7 334 34.0 390

I6'4 I 5.0 l 5.0 58 5.0

[ ] I [ ] I [ ] I [ ] I [ ] I
FY FY FY FY FY g)
2018 2019 2020 2021 2022 @
&
Q
g
Z
Smart Infrastructure Business g
[0}
Development of state-of-the-art optics-based 3
hardware and software §
5
)
3
=
=
=)

TOPCON REPORT 2023 18



Topcon’s Path Forward

Strategies by Business

Mid-term Business Plan 2025 Growth Strategy

Growing Business Sales [ Core Business Sales

(unit: billion yen)

A Y

1

i

1

;

147.7 :
................. :

1

:

| 1

| 1

| 1

| 1

| 1

| 1

| 1

| 1

| 1

| i

FY2022 ' FY2023 FY2025 !
Results \ Plan Plan !

IT Construction

Regarding IT construction machinery, in addition to our
existing business targeting large construction machinery, we
plan to expand and promote business for small and medium-
sized construction machinery, which boasts an extremely
large potential market scale. The digitalization of small
and medium-sized construction machinery is key for the
promotion of digitalization across the construction industry,
and we will focus on both aftermarket sales and OEM supply.

The development of tools capable of digitalizing the
present condition of objects is also a key point in the
promotion of digitalization. We will therefore also focus on
the development of digital tools such as those exemplified
by our 3D measurement device and the LN-150 Layout
Navigator.

In addition, we will concentrate on road paving in our IT
Construction businesses. It is no exaggeration to say that
our history of machine control began with roadworks. The
mechanization of roadworks progressed some time ago.
Since the 1990s, we have provided the road construction
industry with control products using sensors for heavy
machinery such as motorized graders, bulldozers, and
asphalt finishers.

Roads, the arteries of human life, serve as important
infrastructure in each country. There are approximately 64
million kilometers of road worldwide: enough to circle 1,600
times around the Earth.

Asphalt roads require repair and resurfacing every few
years, and our IT road pavement systems target not only
new roadworks but also repair works.

Incorporating IT construction into roadworks leads not
only to the reduction of the fuel costs for running heavy
machinery but also to the merit of optimizing the quantity
of asphalt used. By spreading and promoting Topcon’s digital
IT systems to roadworks sites around the world, we believe
we can also contribute to greater efficiency, labor saving, and
energy conservation in the road construction industry.
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Growing Business  FY2025 vs FY2022 CAGR 8,

IT Construction | Growing Business

© Cultivate huge potential market with solutions for small-to-mid-sized
construction machinery

© Strengthen business in road paving (ICT Road pavement)

IT Agriculture | Growing Business
© Continue to strength of OEM business

Building Construction DX business | Growing Business
© Unique proprietary solution for improving productivity of building construction

Survey/Laser
© Strengthen sales network under global trilateral sales framework
@ Continuing to provide new products and costmized solutions to each regions

IT Agriculture

As in the case of IT construction machinery, we will focus on
accelerating the spread of our Auto Steering System for small
and medium-sized farm machinery, OEM supply, and aftermarket

sales in the T Agriculture business as well.

For OEM supply, major tractor manufacturers are accelerating
IT adoption, with small and medium-sized farm machinery
makers tending to follow their lead. We will leverage the
strength of our vendorneutral products to continue OEM supply
to large, medium, and small-sized tractor manufacturers and
agricultural equipment manufacturers with our extensive lineup
of OEM products, further boosting the number of OEM contract
companies.

Building Construction DX Business

Our Building Construction DX Business was newly established
during the period of the previous Mid-term Business Plan.
We will develop it into a growth business under the Mid-term
Business Plan 2025. The scale of the building construction
market is approximately 2.5 times as large as the civil engineering
and construction market. Digitalization in the virtual domain is
extremely advanced in this market, with tools such as CAD and
BIM. Meanwhile, real-world digitalization on construction sites,
although required, is hardly at an advanced stage.

In addition to the DX solutions we have developed in civil
engineering works, we have already developed our businesses
in proximity to construction sites through the sale of surveying
instruments. We will utilize these strengths to develop solutions
that bridge between real construction sites and the virtual
domain.

Product description webpage for LN-150
== Layout Navigator

5
3
Q.
c
2]
EYE CARE
o}
=~
FY2022 Financial Results 3
o
In the Eye Care Business, net sales increased by 16.6% year on year to MNet Sales M Operating Income o
¥66,899 million mainly thanks to the continuation of a high level of sales (Billion yen) 66.9 g
of flagship screening equipment and digital optometry equipment, mainly 57.4 : i
in Europe and the U.S., as well as sales growth to Asia (excluding China), 47.7 44.8 44.3 -E
despite the prolonged impact of shipping delays due to the shortage of parts )
and materials and zero-COVID policies in China. Operating income increased ”9 32 4.0 &
by 23.9% year on ygar to ¥3,968 million, driven ma||jly by the rise in net ~ ~Y 041 ~ . ~ l
sales and the depreciation of the yen, although the business was affected by Fy By v Fy Fy
upfront investment, in addition to soaring parts, materials, and logistics costs. 2018 2019 2020 2021 2022 g.
(@]
Mid-term Business Plan 2025 Growth Strategy s
. . <
Growing Business [ L
Growing Business Sales [ Core Business Sales FY2025 vs FY2022 CAGR 17 %0 5
{unit: billion yen) . . . i : Q
o Mid-term Business Plan 2025 SEEEEEE . Expansion of Screening Business | Growing Business o
H H ® Expansion of sales of Maestro/fundus cameras g-
| 83.0 | . R :
R, ! Promotion of shared care | Growing Business
66.9 i 70.0 e ! ® Launch of a shared care model in the U.S.
................. I— 35% ! . . q
o i N Dissemination of remote optometry | Growing Business
° Dot i ® Increase in software solutions
1 1
i i } Medical examination and optometry v
1 .
! i equipment &
! ! ® Leveraging the strength of Screening Business, increasing the sales mainly %
! ! for major optical chain stores in the U.S. and Europe =
1 ] =
FY2023 | FY2023 FY2025 ! Strengthening the profitability of Eye Care <
Plan :‘ Plan Plan /: ® Operating profit margin of 10% or more in FY2025
Screening Business B e rmoi Moreover, an increasing number of users have also adopt-
ed the data platform-related software we develop, and to-
We have continued to invest in the Screening Business since gether with screening devices, we believe that this software
2017 In these few years, our screening equipment has been will form the foundation for our future shared care business.
adopted in large quantities by major optical chain stores and Going forward, the sharing of diagnostic data through the o
other facilities in addition to ophthalmology clinics, and the data platform will enable physical examination data to be 2
screening market is undergoing a steady expansion, just as shared beyond ophthalmology, and we believe this will con- ‘3"
we had anticipated. tribute greatly to improving the efficiency of prevention and g
The 3D-OCT Maestro, one of our leading products, is used recuperation management, the organization of databases, 8
not only for the early detection of eye disease but also for and the provision of optimal healthcare to each patient.
applications such as regular follow-up examinations of lesions By promoting shared care with an eye not only on further
associated with the increase in diabetes and other lifestyle expanding sales opportunities for our screening equipment
diseases, and it is expected to see a further expansion in but also on the creation of a new data platform business,
applications. we will continue to make investments, specifically targeting
(For details, please refer to page 28 of the this field.
Sha red Care materials oh the Mid-term Business Plan 2025) . . .
Strengthening Profitability =
We believe that, in the future, a data evaluation market will 2
be formulated that enables the sharing of a diverse range of Under the previous Mid-term Business Plan, we succeeded 3
data, not just on eye disease but also on conditions such as in substantially growing net sales as a result of up-front %,
diabetes, dementia, and heart disease. We will expand our investments. We also undertook structural reforms including S

business domain into the new shared care field using eye
screening data. We already sell many of our unique hardware
products such as the screening device 3D-OCT Maestro to
opticians and major optical chain stores, in addition to oph-
thalmology clinics.

the restructuring of our organization in Europe. Under the
Mid-term Business Plan 2025, we will further accelerate
these efforts, aiming to raise the operating income ratio,
currently in the single digits, to 10% or greater in 2025.
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Topcon’s Value Creation

Value Creation Process

Topcon is committed to leveraging its management resources/strengths to realize its Corporate Identity,
described as: Topcon contributes to enrich human life by solving the societal challenges within healthcare,
agriculture and infrastructure. Topcon will also contribute to the creation of a sustainable society with

a focus on ESG initiatives.

Changes in the External Environ- Inputs Business Outputs Outcomes
ment and Societal Challenges (Management Resources) (Business Activities and Strategies) (Products and Technologies) (Three Values Created)

Increase in eye
disease resulting
from global popula-
tion aging

Global shortage of
ophthalmologists

Food shortages
resulting from
global population
growth

Decreases in crop

production and
damage caused by
global warming
and extreme weath-
er events

Shortage of skilled
engineers resulting
from globally rising
infrastructure de-
mands

Il

S S n_, Intensifying and
frequent disasters
associated with
climate change
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Financial
capital

Sound financial base

Manufactured
capital

16 production bases in 8
countries

Intellectual
capital
30 development bases in
11 countries

Human capital

Securing and training
diverse human resources
to support value creation

Social and
Relationship capital

66 sales bases
in 29 countries

Natural capital

C0z2 and water emissions

Contributing to a reduction in
environmental impact through
our core businesses

Management Vision P03-08

Expand our businesses and solve the societal
challenges within the growing market of
healthcare, agriculture and infrastructure

Business Segments P17-20

Positioning Company

@ Surveying

@ Construction/Building
@ Civil Engineering

@ Agriculture

Eye Care Business

@®Examination/Diagnosis/
Treatment for ophthalmology

® Screening (Preventive/
Prognostic)

@ Phoropter for Optical Stores

Source of Manufacturing P23-26

90 years of history . i Advanced
g Highly globalized
and venture spirit technology

Venture spirit of 90 years since foun&a_
Corporate Identity

Optical shop

Drug Store

Creating a system for eye disease screening

. Automatic
diagnosis

Primary care
physician

Automation of farm operations

o TOPCON

-

o
M S

{5 N

Automation of construction process

Social value

Early detection and treatment

of eye diseases
Healthy and comfortable daily life for more
people

Improved agriculture
£ productivity and quality

Am_mfw” A rich and abundant diet that everyone can
- enjoy

Improved construction work
productivity and solutions to a

skilled worker shortage
Providing the world with a social infrastructure
that enables people to live with peace of mind

Environmental value

@ Reducing environmental impact
through products

@ Mitigation and adaptation of
climate change

Human capital value

@ A workplace culture that allows
employees to maximize their
potential

® A work environment where all
individuals are respected

SUSTAINABLE G
DEVELOPMENT
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Topcon’s Value Creation

Topcon’s Manufacturing Craftsmanship » Advanced Technology

Creating new values through combining technologies El
o
Q.
Since the company's foundation, Topcon's core technologies are optics and sensing technology. Topcon has continually In addition to R&D and product development, we have worked on strengthening intellectual property, production and §
evolved its unique core technologies by aggressively incorporating peripheral and applied technology according to the manufacturing technology, and technology management systems, establishing the solutions that can offer and respond to S
time and needs. Furthermore, we have acquired high-end technology through M&A and Alliances of more than 35 tech future global needs.
ventures. By combining them with our core technology, unigue products and solutions that no one ever imagined have In order to solve societal challenges in “healthcare, agriculture and infrastructure,” we will continue to work on developing
been created. This is how the company has stimulated potential customer demand and opened up the blue ocean market. solutions through digital transformation with a human touch.
5}
. k, . 11 ” 3 ' . 11 = 7 . r . [{H b} o
Technology contributing to the field of healthcare Technology contributing to the field of agrlcultu re Technology contributing to the field of infrastructure ]
- - N - =L
| Creating a system for —/?\ Automation of {f Automation of 5
: = . A - \< f | ] T 4 b T
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Topcon’s Value Creation

Topcon’s Manufacturing Craftsmanship » Highly Globalized

Solving societal challenges in
healthcare, agriculture,

and infrastructure with diverse
colleagues around the world.

The Topcon Group has grown its business by adding
companies worldwide with leading-edge technologies
through M&As and combining them with existing
technologies to create new value.

Currently, we have production, development and sales
bases in 30 countries and regions around the world,
80% of our sales are from overseas markets, and 70%
of our employees are non-Japanese.

We will resolve societal challenges related to healthcare,
agriculture, and infrastructure by leveraging our global
capabilities and collaborating with diverse colleagues
around the globe.

learn more
-
[=] ad []
7] S
=]

Others
oAsia/_ 60/ Japan
ceania o

18-

%
China5% Consolidated
Net Sales

FY2022

53 215,625 (.,

% million yen America

39

Sales outside of
Japan account for
approx.

Employees
as of March 31, 2023

5 !543 North

Europe America

30% 20%

Non-Japanese
employees account
for approx.

72,

of the total
employees
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USA

E

Development and manufacturing
of GNSS and IT Constructionrelated
products

USA

—=

Development of software for
creating 3D models

USA

=

Development of telehealth,
remote examination system
and OCT-related hardware
and software

Development and manufacturing
of systems for IT Agriculture

Finland

= =

Development of ophthalmic data
management systems

Spain

:

Development of 3D Mass
Data Visualization Software

Development

30.....

Development framework to
leverage our strengths

Italy

il

Telematics-related
development

Italy

il

Development and manufacturing
of ophthalmic medical devices
and software

Sales Production

66.....

Covering
the entire world

=1
=
o
e
Japan g
E O
35
Comprehensive development
and manufacturing in all business
domains
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Development of software for IT
Agriculture
=
bases §
Sharing the spirit of manufacturing ok
o =
(MONOZUKURI Spirit)
with the world

*As of March, 2023
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Sustainability

As a corporate group that provides products to global markets, the Topcon Group aims to
contribute to achieving the SDGs while also realizing sustainable growth based on its
Corporate ldentity to “contribute to enrich human life by solving the societal challenges within
healthcare, agriculture and infrastructure.” To achieve this, we have established a management
vision targeting 2030 in each of the environmental (E), social (S), and governance (G) fields,
and by practicing ESG management, we will further boost corporate value.

Sustainability-related Governance Structure

In July 2022, we established the Sustainability Committee, chaired by the President & CEQ. This committee deliberates various
issues relating to sustainability and ESG of the Group. The committee is an advisory body to the Board of Directors. Under the
direction of the Board of Directors and in cooperation with the TOPCON Global CSR Committee and the TOPCON CSR Committee,
it reports and makes recommendations to the Board of Directors at least twice a year.

The Group has established the Rules for Risk and Compliance to control business risk. Material risk events are addressed by the
Risk and Compliance Committee and sustainability risk is managed in a similar way.

I Relationships with stakeholders

The Topcon Group offers products and services that address societal issues, based on its basic policy for CSR. At the same time,
the Group attaches great importance to communications with its diverse stakeholders, and endeavors to make social contributions
through its business activities.

The Group conducts checks and evaluations of the performance of its ESG activities each fiscal year, and draws on the results of
these evaluations to set goals for the activities for each shareholder in the following fiscal year.

Our website is our primary channel for disclosing information in our communications with all stakeholders. In addition, we also
utilize various other means, such as IR, local events, exhibitions, academic conferences, and publications, in order to disclose
information and communicate with stakeholders, in a multifaceted and multilayered manner.

Communication with various stakeholders
O o Su
8 O (R

Exhibitions,
academic conference,
publications,
call centers
Provision of products
Support for and services

@ f l activities and Legal documents,
1 l information Support for

O exchange environmental
O Third-party administration
h ) ” opinions and Compliance with laws
Cooperative and regulations
works NPOs National

and local
governments

and civic
groups

System for managing

O_/\;, IlRfactivit_ies the chemical
nformation bstances
. Shareholders - U
. disclosure, and TS EECR contained products
0.0 dividend L partners Clear statement
\ ) distribution, regarding our green

') governance, etc. procurement policy,
SCM promotion, etc.
Global and

local

communities

Employees

Support for Topcan Global
local events Code of conduct
Environmental Skill development,
protection, plant tours, fair evaluations, - =

and cooperation safety, health, etc.
toward local

revitalization, etc.
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Sustainability

Topcon Group ESG Vision

Topcon Group Environmental Vision 2030

As a corporate group that provides products to global markets, the Topcon Group aims to further enhance its
corporate value by solving the societal challenges within healthcare, agriculture and infrastructure to enrich
human life, and at the same time, tackling the two goals of reducing environmental impact through products and
responding to climate change as below.

El Reducing Environmental Impact through Products
We promote energy and resource conservation by further reducing the environmental impact of our products. We also
work with our customers to offer products, technologies and serv ices that contribute to the prevention of global
warming, the effective use of resources, and the conservation of biodiversity. Furthermore, in our manufacturing-
oriented environment, we endeavor to recycle and effectively use waste products generated from our business
activities, including procurement, development, manufacturing, sales and services.

H Responding to Climate Change
The Topcon Group regards response to climate change as the most important environmental protection task, and is
striving to increase the use of renewable energy power. We seek to reduce greenhouse gas emissions from our
business activities in Japan by 40% by the end of fiscal 2030 compared to the fiscal 2013 level.
In accordance with this policy, we strive to reduce greenhouse gas emissions and increase the use of renewable
energy power at overseas sites.

Based on the TOPCON WAY, the Topcon Group aims to realize the creation of social value by contributing to society.
As society’s values continue to diversify, we will promote efforts to realize a sustainable society through our
business activities.

Creation of Social Value

We contribute to solving social issues by creating new social value through the provision of original products based on
technological innovations, productivity improvements based on DX solutions, and innovative services. Furthermore, we aim
to coexist with local communities to realize affluent lifestyles for people

Creating an organization that can co-create with diverse values
We develop and strengthen human resources that enable our workers to maximize their abilities and realize change by
respecting the values of each individual and fostering an organizational culture that allows for diverse and flexible work styles.

Respect for human rights

We respect diverse values, fundamental human rights, and individual personalities and characters in light of human dignity,
and realize a society free of discrimination through a deep understanding of human rights not only in our own company but
also in our supply chain.

Topcon Group Governance Vision 2030

The TOPCON Group strives to improve the soundness and transparency of its management based on the TOPCON
WAY, which is a basic principle of values, judgments, and actions to be shared by our officers and employees. We
believe this will lead to achieve sustainable growth and medium- to long-term enhancement of corporate values.

Kl Corporate Governance
The highest priority in corporate governance is to increase management transparency, strengthen supervisory functions,
accelerate decision-making, and ensure compliance. \WWe aim to enhance corporate value by promoting the strengthening
and enhancement of our corporate governance system.

A Compliance and Risk Management
In conducting our business activities, we shall act in accordance with the Topcon Global Code of Conduct, which was
established from the perspective of complying with laws, regulations, and internal rules, and acting in accordance with
social ethics and other relevant standards. Furthermore, we strengthen our risk management system to ensure timely
and appropriate response to any risks that may occur in the course of our business activities.
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Materiality

Ever since it was founded in 1932, the Topcon Group has engaged in solving societal challenges in the areas of healthcare, agricul-
ture and infrastructure, which are essential for people’s lives. We have now newly identified six Material Issues (key challenges)
based on the concept of practicing contribution to a sustainable society and environment together with sustainable economic
growth through our business activities.

When identifying these Material Issues, we have not only verified their consistency with our ESG Management Vision but also
with the Sustainable Development Goals (SDGs) established by the United Nations. We have selected eight goals out of the 17
SDGs that are especially related to the Topcon Group’s key challenges (Material Issues).

Each of our Material Issues (key challenges) and eight goals have been identified based on the discussion by the Global CSR
Committee, which consists of members across the organizations in the Topcon Group, and opinions of the Sustainability Commit-
tee, which includes independent outside directors, and have been reported to and decided by the Board of Directors.

We will proceed to set specific KPIs and steadily promote our efforts, aiming to generate corporate value while simultaneously
bringing value to the society and environment that surround us, and build connections to enable our stakeholders to relate to and
participate in these efforts.

Providing Creative Products through
Technological Innovation

Being an il the nfrastrt + Promoting and
Organization that  * Accelerating
Respects Individuality — * -3 DX Solutions
and Creates Together s

1 07ge na

Reducing the Impact /
on the Global Environment

promc arding climate

Coexisting with
the Local Community
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Our IT agriculture solutions contribute not only to stable production, but also to protection of the global environment by
saving fuel, water, fertilizer, and pesticides through the efficient operation of farming machinery.

Environmental Policy for Topcon and its domestic affiliated companies

We uphold the TOPCON WAY, which embodies our Corporate Identity of “contribute to enrich human life by solving
the societal challenges within healthcare, agriculture and infrastructure.” We strive to reduce the environmental
footprint of our business activities based on the Topcon Global Code of Conduct. Furthermore, we contribute to
reductions in the environmental footprint through our products and services, with the aim of realizing a

sustainable society.

El We promote the continued improvement of our
environmental management system, in order to enhance
the environmental performance of our business activities.
To this end, we consider our environmental efforts as one
of our important management tasks, and set
environmental goals and targets involving all employees,
including the top management.

We comply with applicable laws and regulations, acts,
guidelines, agreements, and other accepted
requirements, and apply strict management and control.

El We strive to reduce our environmental footprint,
conserve biodiversity, and prevent environmental
pollution. We have set the following goals to reduce
environmental risks.

(1) We will offer environmentally friendly products and
services, with our product lifecycle in consideration.

(2) We will increase the level of control of chemical
substances and the chemical substances contained
in our products.

I Responding to Climate Change

At the Topcon Group, we regard climate change as a top
global environmental priority and strive to reduce the green-
house gas emissions from our business activities. Starting
from the current fiscal year, we began to measure the
Scope 1, 2 and 3 emissions from our production activities in
Japan. We promote electricity conservation and the shift to
renewable energy and seek to reduce our greenhouse gas
emissions by 40% compared to the FY2013 level by the end
of FY2030.
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(38) We will focus on reducing waste emissions, and
strive to enhance the value of waste as a recyclable
resource.

(4) We will promote efforts to mitigate global warming,
and strive to reduce greenhouse gas emissions.

A We strive to keep our premises and neighborhood
clean and beautiful, and actively participate in local
community activities, in order to exist in harmony with
the local community.

E We raise the awareness of our employees through the
enhancement of environmental education and PR
activities, and improve environmental conservation
activities, with the participation of all employees.

[d We provide systematic and active guidance and
support to subsidiaries and affiliates, in order to raise
the awareness of the Topcon Group as a whole.

Greenhouse gas emissions (t-CO2)

FY2021 FY2022

Scope 1 232 172
Scope 2 7812 4,209
Scope 3* — 223,876

Total 8,044 228,257

[Calculation method and scopel]

FY2022 results at production bases in Japan (Headquarters,

Topcon Yamagata, and Topcon Optonexus)

Scope 1: Calculated using the coefficients indicated in the
Act on Promotion of Global Warming Countermea-
sures

Scope 2: Calculated using the coefficients provided by each
electricity company (market standard)

*Scope 3: Emissions from categories 1, 2, 3, 4, 5, 6, 7 and 8

I Water Resource Initiatives

Topcon Group uses a large amount of water in the lens
manufacturing process, one of our core technologies, and
the metal processing process. Since water generated in
each manufacturing process contains organic and inorganic
substances, we strictly control and properly treat
wastewater to keep it below the standard values for
hazardous substances specified in the Water Pollution
Control Law before discharging it to not adversely affect the
ecosystem and people’s lives. We will continue to monitor
water risks at each of our business sites and strive to
ensure the appropriate use of water resources by promoting
water conservation and reducing water consumption.

We investigated water risk for all manufacturing sites (Total
16) of Topcon Group using Aqueduct*. One site operates in
an area with high risk (Aqueduct Overall Water Risk: High).
However, we do not use any water in the manufacturing
process at the site. There is no site in an extremely high-risk
area (Aqueduct Overall Water Risk: Extremely High).

Aqgueduct: An online tool developed by WRI (World
Resources Institute) to evaluate water risk

Water discharge from production bases in Japan (m?)

FY2021 FY2022

Head quarter 18,867 22,382
Topcon Yamagata 4,452 4,794
Topcon Optonexus 20,341 19,508
Grand Total 43,660 46,684

I Topcon'’s Environmental Footprint Report

|7 Effective Use of Resources

We strive to reduce our total emissions based on a zero-
emission initiative, in order to make effective use of the
Earth's limited resources.

[ Management of Chemical substances (VOC Reduction)
We are working to reduce volatile organic compounds (VOC)
as aprt of the management of chemical substances. We
also switched from solvent paint to water paint to effectively
reduce VOCs. The wear durability of conventional waterbased
paints tends to be lower than those of solvent paints.
However, the developed water-based paints have wear
durability equal to or better than those of solvent paints and
are compativle with both environmental conservation and
product durability.

(kg) FY2021 FY2022
VOC 21,092 23,217
Waste 307907 480,206

[ Legal compliance and reports on complaints in FY2022

In 2022, there were no violations of environment-related laws
and no customer complaints, and no incidents.

I Environmental Management System:
ISO14001-related Initiatives

The Topcon Group has acquired 1ISO14001 certification, which
is an international standard for environmental management
systems, particularly among manufacturing related
companies. The Group passed the transition audit for to
ISO14001:2015 in August 2018, and maintains its certification.

Names of the organizations with the integrated certification

1 TOPCON CORPORATION

TOPCONTECHNOHOUSE CORPORATION

TOPCON POSITIONING ASIA CO., LTD.

TOPCON SOKKIA POSITIONING JAPAN CO.,LTD.

TOPCON MEDICAL JAPAN CO., LTD.

TOPCON ESSILOR JAPAN, CO., LTD.

TOPCON G.S. CORPORATION

TOPCON YAMAGATA CO., LTD. (Head Quarter and factory)

O |0 | N[Ol | bW |N

TOPCON YAMAGATA CO., LTD. (West factory)

—
@

TOPCON YAMAGATA CO., LTD. (Shirakawa factory)

=
=

TOPCON OPTONEXUS CO., LTD.

I Supply Chain Initiatives

[ Green Procurement Activities

As part of the environmental protection activity process,
recognizing our responsibility to maintain the health of the
global environment as an irreplaceable asset for future
generations, we at Topcon Corporation are engaging in
environmental activities in close cooperation with our
suppliers.

As one of our efforts, we are promoting the supply of
products and services with 1 minimal environmental
impacts. For this purpose, the concept of green procurement
is essential.

We aim at procuring the parts, materials, units, products,
secondary materials, etc. (hereinafter delivered items) with
low environmental loads by promoting the business
activities, being aware of the environmental loads and risks.

Green Procurement Guidelines p

https://global.topcon.com/about/procurement/green-03/
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Environmental Initiatives

I Contribution to environmental issues through our businesses

[ Reducing CO2 Emissions through the Automation of Construction and Farming Machinery

Increasing the efficiency of on-site work through automation systems for construction machinery and farming machinery can curb
fuel consumption and reduce CO2 emissions. The spread of automation systems is expected to result in further reductions in CO2
emissions.

IT Construction Global

600,000 t/year

Reduction in CO2
emission from our
products
(Topcon's estimation)

The automation of
construction machinery
reduces operating time by

approx. 30%

IT Agricul
griculture Global

500,000 t/year

Reduction in CO2
emission from our
products
(Topcon's estimation)

The Auto Steering System for
farming machinery
reduces operating time by

approx. 20%

Contribution to Greenhouse Gas Monitoring

Ibuki 2 was launched on October 29, 2018 as a successor to GOSAT lbuki, the
world’s first dedicated greenhouse gas observation satellite.

Aiming to contribute to the targets agreed upon in the 2015 Paris Agreement
(Temperature rises below 2°C, virtually zero emissions of greenhouse gases), Ibuki
2 will use 2 types of sensors, a greenhouse gas sensor type 2 and a cloud/aerosol
sensor type 2, to observe the concentrations of greenhouse gases and PM 2.5 on
the earth.

Our company supplies the optical units mounted on the Cloud and Aerosol Sensor
Type 2, and contributes to observations of clouds and aerosols to correct observed
data of greenhouse gas concentrations, and estimates of PM 2.5 concentration and
black carbon content. Ibuki 2 is expected to contribute to international efforts to
reduce greenhouse gas emissions because it can accurately measure greenhouse
gas emissions in each country.

*The name “Ibuki” was chosen from the public offering and it means a “breath” The name well
represents the activity of Ibuki as it observes the absorption and emission of CO,, which is a
breath of the earth.

I Developing Environmentally Friendly Products

At least 99% of the products we manufacture are environmentally friendly products.* We have
been engaged in developing environmentally friendly products since 2001. In addition to
reducing environmental impact throughout the manufacture and sale of these products, we
endeavor to recycle and effectively use the waste generated at each stage of the process.

*Environmentally friendly products: All products whose life cycle, including product planning, material
research, manufacturing, distribution, use, disposal and recycling are environmentally conscious
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with various stakeholders to create an affluent society.

I Valuing People (Respect for Human Rights)

The Topcon Group has a global, diverse workforce with a
wide variety of backgrounds, origins, experiences, and
cultures. We respect diverse values, fundamental human
rights, and individual personalities and characters in light of
human dignity, and seek to maintain a workplace where
every individual is respected.

We are committed to providing equal opportunity in
employment and business. We will not tolerate unlawful
discrimination in the workplace, and ensure that all
employees, job applicants, customers, and suppliers are
treated equally and respectfully, regardless of race, religion,
sex, nationality, age, physical or mental disability, sexual
orientation, or other attributes. Our commitment to a safe and
secure work environment means that we will not tolerate
workplace violence or threats. Prohibited conduct includes not
only physical violence or abuse, but also abusive, intimidating,
or disorderly conduct and threatening language. Moreover, we
will not allow for using child labor or forced labor.

The Topcon Group considers a direct exchange of views
between labor and management as critical for protecting
the rights of workers. In Japan, we have both the Topcon
Labor Union and the Topcon Group Labor Union Council for
affiliated group manufacturers. Topcon holds regular labor
management gatherings and councils, where we explain
the Company's business conditions to the Topcon Labor
Union, in an effort to enhance communication.

I Diversity

[l Ensuring Diversity

The Topcon Group is a global corporate group with approxi-
mately 80% of its net sales in overseas markets, and develops
businesses in 30 countries and regions worldwide. Likewise,
approximately 70% of our employees are non-Japanese, hail-
ing from the United States, Europe, China, Asia, Oceania, and
elsewhere, and we recruit a richly diverse range of human re-

The Topcon Group, as a global company, respects human rights and diversity through the development of Topconian:s
(our human resources who share the Group's values and contribute to value creation). We will diligently work together

sources with a global perspective.

We also recruit the mid-career personnel needed for our
growth strategies throughout the year, based on the needs
of each division, and progressively appoint them as execu-
tive officers and managers. In this way, the Topcon Group
provides environments and systems where diverse human
resources can play active roles regardless of factors such as
nationality and race. Therefore, we have not set indepen-
dent and measurable targets for the promotion of foreigners
and mid-career recruits to management positions.

[ Initiatives for Achieving a Workplace Culture that
Fosters Individuals
At the Topcon Group, we aim to achieve a workplace culture
that enables all members of our richly diverse workforce to
make the maximum use of their qualities. We therefore place
great importance on creating environments responding to di-
versity where our employees can fully demonstrate their indi-
viduality and abilities and realize their own ideal careers.

[l Promoting the Active Participation of Women in the

Workplace
We aim to create a support system that enables women to
build continuous, long-term careers, by providing an environ-
ment where women can play even more active roles, re-
gardless of their line of work.

In addition, we are creating opportunities for female em-
ployees to work overseas. By granting opportunities to am-
bitious individuals regardless of sex or age, we provide a
setting in which they can develop into human resources
with a global mindset.

We have established a goal of “at least 30% women among
all graduate recruits” as an initiative to promote the active
participation of women in the workplace. Over the last three
years, we have achieved the ratio of female graduate re-
cruits of 30.1%.

[ Providing Flexible Working Arrangements

Topcon supports Work Style Reform to help employees
achieve a balance between work and private life, while
boosting labor productivity. We have established a variety of

Percentage of female workers in management positions, percentage of male workers taking child care leave

Percentage of female | percentage | Difference of wages between men and women (Note 1) | Percentage of male
workers in manage- | of female Part-timeand | Workers taking child
ment positions (Note 1)| employees All workers Regularworkers | 5o i torm workers | care leave (Note 2)

a
Eiﬁfprgr':& TOPCON CORPORATION 7% 19% 77% 76% 76% 35%
TOPCON YAMAGATA CO., LTD. 0% — 80% 80% 100% —
Consolidated] TOPCON OPTONEXUS CO., LTD. 5% — 74% 77% 99% —
subsidiaries | TOPCON SOKKIA POSITIONING JAPAN CO., LTD. 0% — 81% 78% 114% —
TOPCON MEDICAL JAPAN CO., LTD. 0% — 68% 71% 68% —
Consolidated 18% 27%

Notes: 1) Calculated based on the provisions of the “Act on the Promotion of Women'’s Active Engagement in Professional Life” (Act No. 64 of 2015).
2) Calculated the percentage of child care leave taken under Article 71-4, Item (i) of the “Ordinance for Enforcement of the Act on Childcare Leave,
Caregiver Leave, and Other Measures for the Welfare of Workers Caring for Children or Other Family Members” (Ordinance of the Ministry of Labor
No. 25 of 1991), based on the provisions of the “Act on Childcare Leave, Caregiver Leave, and Other Measures for the Welfare of Workers Caring

for Children or Other Family Members” (Act No. 76 of 1991).
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support programs for childbirth and childrearing, as part of
these efforts.

Our Maternity Work Exemption Program allows pregnant
employees or employees who have given birth within the
past year to take leave to allow the time necessary for med-
ical examinations as directed by an obstetric nurse. In addi-
tion, we have established a system to support childbirth, in-
cluding a spouse maternity leave system that allows the
employees to take three days off when their spouses give
birth. After the birth of a child, we offer a Child Care Leave
that can be taken until the end of the first April after the
child reaches the age of 2, in accordance with the time
when the child enters nursery school. In addition, we have
expanded programs that allow employees to flexibly choose
their work style, including Short-time, Short-day, Telework-
ing, and Flextime Work Programs. We also offer a Child
Nursing Leave Program that allows employees raising an el-
ementary school child or younger to take five days off per
year for a single child and 10 days off per year for two or more
such children. These programs help working parents raise
their children and arrange flexible work styles.

The Topcon Group provides employees and other personnel
with fair and equitable opportunities to grow through inde-
pendent learning, and strives to foster a workplace culture
that is conducive to making the most of their qualities,
based on the TOPCON WAY, which embodies the Group's
highest values. The development of Topconians is the
Group's strategic human resource theme to realize its man-
agement vision. A Topconian possesses three qualities: 1)
seeks to develop and maintain a high level of expertise,
while utilizing their expertise to generate profits; 2) acts
with universal values, including thinking globally and re-
specting cultural diversity; and 3) is a team player who
makes the most of collaboration. We hold lectures and train-
ing regularly in order to further the development of such hu-
man resources. We have created an environment where our
workers find a high degree of motivation and make maxi-
mum use of their individual characteristics and abilities.
Specifically, we have adopted an exceptional promotion sys-
tem and a selective education system for the training of po-
tential future senior managers.

In addition, as initiatives to support employees’ self-sup-
porting career building, we have a mentor system and a ca-
reer training program that allows employees to reflect on
their careers at a certain age. The mentor system is operat-
ed with the objectives of relieving young employees’ anxi-
ety about work and career development, fostering a sense
of security by having someone they can feel free to talk to
at any time, and providing support in resolving specific con-
cerns, as well as creating dialogue that leads to an image of
their future careers. Moreover, career training provides op-
portunities to promote self-understanding of career
strengths cultivated over the years and to think comprehen-
sively, including financial planning, toward the fulfillment of
life careers, with an eye toward the 100-year age of life.
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The Topcon Group views ensuring safety and health as es-
sential to enabling its employees to perform at their best
and avoiding workplace accidents. The Group has adopted
the necessary safety measures for buildings and facilities,

and established work standards that prioritize employee
safety and health based on this policy. Recognizing that
safety comes first, employees are required to comply with
laws, regulations, and internal company rules regarding
safety and health.

We have established a crisis response system for unfore-
seen events, to ensure the safety of employees on busi-
ness trips and overseas assignments, as well as that of
their families, regardless of country or region. We are work-
ing to establish and strengthen safety measures with the
primary aim of preventing incidents and accidents.

We will continuously improve the quality of Topcon’s prod-
ucts and services from the customer’s perspective and
build relationships of trust with our customers.

Sign of Trust: 1ISO9001 Certified
Topcon has obtained “ISO9001: 2005 an international stan-
dard for quality management system, for its business field
(Surveying instruments and optical unit products for over-
seas markets) from SGS United Kingdom Ltd., (SGS Japan
Inc. in Japan).

This certificate is proof that Topcon’s quality assurance
system is globally approved.

Through the certification and maintenance of “ISO9001"
Topcon Group aims for “customer first” “quality first” in all
its tasks from development and production to sales and af-
ter services, always thriving for improvement.

Never satisfied with the status quo, we intend to continue
to work on offering even more reliable products and ser
vices, and meet our commitments as a global company.

Sign of Trust: ISO13485 Certified
Topcon has obtained “ISO13485: 2016”, an international reg-
ulatory requirement for medical devices, for the scope of
qualification (design, development, production and distribu-
tion of ophthalmic medical devices) from TUV SUD (Ger
many).

This certificate is proof that Topcon’'s quality assurance
system for is medical devices is globally approved.

Through the certification and maintenance of “IS013485”,
Topcon Group will do its utmost to improve quality in all
stages from development and design, production, sales to
services, providing highly reliable products in order to ad-
vance our customers’ businesses.

Never satisfied with the status quo, we intend to continue
to work on offering even more reliable products and ser
vices, and meet our commitments as a global company.

Quality Assurance p

https://global.topcon.com/about/quality/

Equal and fair procurement activities
We engage in transparent, equal, and fair procurement
activities in new transactions with all clients.

We make decisions on the selection of clients based on
comprehensive and objective evaluations and procedures
covering aspects such as certainty in quality, price, deadline,
stability in technical standards and administration, and a
environmental consideration.

Coexistence and co-prosperity
We constantly maintain and encourage trust-based
relationships and aim to achieve coexistence and
coprosperity with our clients through business transactions.

Rules on the compliance with laws
We engage in business transactions while complying with
laws, social norms, and healthy commercial practices.

Management and protection of information
We never disclose confidential information of our procure-
ment activities with clients to the outside of our company.

CSR Procurement
Topcon establish “Business Partners’ Code of 20 with the
aim of better society and the global environment and real-
ize sustainable development of the company together with
our suppliers. We ask all of our suppliers to implement this
guideline.

Business Partners' Code of Conduct p
https://www.topcon.co.jp/about/governance/code/business/

Green procurement
We procure items from partners that are implementing
conservation activities. We also purchase/use products,
parts, materials, and raw materials which produce low en-
vironmental load in their lifecycles.

Basic Procurement Policy p

https://global.topcon.com/about/procurement/

Protecting work and
educational opportunities by
eye disease screening

We provide our eye care equipment to
support the French NGO Pour les Yeux
du Monde, which aims to maintain eye
health in developing countries. In Cam-
bodia, we have supported eye screen-
ing, glasses prescriptions, and eye ex
aminations. Providing opportunities to
maintain eye health to people across a
wide range of regions and generations
not only helps to maintain the health of
many but also helps to ensure that
adults have the opportunity to work in
good health and children have the op-
portunity to gain an education.

Conserving the environment
by reducing the amount of
pesticides and fertilizers

As part of our joint research with Lin-
coln University in New Zealand, we
have conducted experiments on the
use of laser growth sensors to mea-
sure the growth of crops. We were
able to prove that regulating the use of
fertilizer based on this data enables a
reduction of as much as 30% in the
amount of fertilizer used. Excess fertil-
izer may lead to environmental degra-
dation in rivers and groundwater. The
utilization of laser growth sensors not
only contributes to the stable supply of
food and the elimination of famine but
also reduces the impact of agricultural
chemicals on the environment.

Topcon's construction site management
solutions have been adopted for Norway's
national highway improvement project.

In addition to substantially shortening ex-
isting routes, the new highway project was
required to consider the natural environ-
ment still remaining in many places around
the proposed route. Our solutions ad-
dressed these complex conditions while
also achieving a three-month reduction in
construction time, a 20% reduction in the
construction budget, and a reduction in CO2
emissions through more efficient construc-
tion work. We improved the efficiency of
environmentally friendly construction work
and contributed to regional development.

We are contributing to society through the early detection of eye disease, with our DX solutions implemented in eye

disease screening for healthy people.

Number of screenings for sound people

44 million

13 million
Global FY2019 FY2025
Our estimate™ Our Projection™

by installing the equipment to

other than ophthalmologists

*1 Calculate based on number of screening equipment we sold in FY2018 and FY2019 and the
average number of annual examinations per unit.
*2 Calculate based on number of screening equipment we sold between FY2020 and FY2022 and

number of projected selling between FY2023 and FY2025
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Governance

Corporate Governance Initiatives

Topcon has established the TOPCON Corporate Governance Guidelines, in pursuit of the sustainable growth and m
to long-term enhancement of the corporate value of the Topcon Group (hereinafter, referred to as the “Group”), comprising

the Company and its affiliates.

The Guidelines are based on the TOPCON WAY, which forms a set of fundamental values, evaluation standards, and basic
principles of conduct that are to be shared by directors, executives, and all other employees of the Group to achieve

effective corporate governance.

0 Outline of the corporate governance structure

[l Corporate organization

The Company has adopted the corporate structure of a
Company with a Board of Corporate Auditors under the
Companies Act.

The Board of Directors appoints at least two Independent
Outside Directors to enhance supervisory functions by in-
corporating outside opinions into management.

The Board of Corporate Auditors and the Corporate Audit
Division (internal audit department) mutually discuss audit

plans and policies in advance, and work in mutual coopera-
tion by regularly sharing information throughout the fiscal
year, in order to increase the efficiency and effectiveness of
the work of the Corporate Auditors.

In addition, the Company has established the Nomination
and Compensation Advisory Committee as an advisory body
to the Board of Directors, which is chaired by an Indepen-
dent Outside Director, and the majority of whose members
are Independent Outside Officers.

Topcon'’s Corporate Governance Structure (As of June 28

Appoint
A 4

Appoint/Supervise

2023)

Board of Directors
> Chair: Chairman of the Board of Directors
Directors 10 (Outside 5)

General Meeting of Shareholders

Appoint

Report . .
Accounting Auditor

Propose

Directl

Cooperate

|
v

President

Chief Executiv Officer < Report

Executive Officers Meeting
(Discusses important matters)

Executive Officers 21
(Operational execution)

Cooperate

T

| Submit and report on important matters

Corporate Audit Div.
(Internal audit)

*

* Significant issues are reported to Board of Directors, Board of Auditors and President in timely manner, if such issues are discovered by Corporate Audit Div.

[l Board of Directors

Roles and responsibilities of the Board of Directors

The Board of Directors recognizes its fiduciary responsibility

to the shareholders, towards the sustainable growth and

medium- to long-term enhancement of the corporate value

of the Group. Based on such recognition, the Board of Di-

rectors works to achieve improved management efficiency,

in addition to maintaining management soundness, ensur
ing transparency in management, and fulfills its responsibili-
ties towards all stakeholders of the Group.

e To fulfill the above-stated responsibilities, the Board of Di-
rectors conducts assessments of performance, appropri-
ate development and implementation of the internal con-
trol system and the risk management system, and
supervision of the overall business management of the
Group, from an independent and objective standpoint.
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® The Board of Directors makes decisions on matters provid-
ed for in laws and regulations, and the Articles of Incorpo-
ration, as well as on important matters relating to business
management. The Board of Directors has adopted the Ex-
ecutive Officer System as a business execution system
based on its decision making, and delegates day-to-day
business execution to Executive Officers. Executive Offi-
cers are appointed by a resolution of the Board of Direc-
tors, taking into account their level of knowledge and ex
perience required by the business domains of the Group.

e The Board of Directors has established a system to re-
spond to cases where a Corporate Auditor or the Account-
ing Auditor discovers misconduct and requests appropriate
measures, or identifies any inadequacies or problems.

e The Board of Directors conducts an analysis and assess-
ment of the overall effectiveness of the Board of Directors,
and discloses a summary of the results.

e

Composition of the Board of Directors

e The Board of Directors of the Company comprises ten Di-
rectors (including five Outside Directors).

(Members of the Board)

Satoshi Hirano (Chairman of the Board, Representative Di-
rector, Chairman), Takashi Eto (Representative Director,
President & CEOQ), Haruhiko Akiyama (Director), Takayuki
Yamazaki (Director), Kaoru Kumagai (Director), Akira Sudo
(Outside Director), Naoko Yamazaki (Outside Director),
Yoshiharu Inaba (Outside Director), Naoki Hidaka (Outside
Director), Katsuhiro Teramoto (Outside Director)

e The Company ensures that there is a system in place to
supervise the operation of the Company by appointing at
least two Independent Outside Directors, who express
their opinions from an independent and objective stand-
point at the meetings of the Board of Directors.

e The Board of Directors is composed of Directors with dif-
ferent backgrounds in terms of expertise and experiences,
and maintains an appropriate number of Directors to en-
sure that the Board of Directors can effectively exercise its
decision-making and supervisory functions.

[l Board of Corporate Auditors

Roles and responsibilities of the Board of Corporate Auditors
The Board of Corporate Auditors recognizes its fiduciary re-
sponsibility to the shareholders, towards the sustainable
growth and medium- to long-term enhancement of the cor
porate value of the Group. Based on this recognition, the
Board of Corporate Auditors ensures corporate soundness
and strives for the common interests of the shareholders.

e The Board of Corporate Auditors collaborates with Outside

Directors and the internal audit department.

Composition of the Board of Corporate Auditors

e At least half of the Board of Corporate Auditors shall be In-
dependent Outside Corporate Auditors, in order to ensure
transparency and fairness.

e The Board of Corporate Auditors of the Company consists
of four Corporate Auditors (including two Outside Corpo-
rate Auditors).

(Members of the Board)

Shokyu Nakamura (Chairman, full-time Corporate Auditor),
Nobuyuki Ryu (full-time Corporate Auditor), Keiji Taketani
(Outside Corporate Auditor), Kiyoshi Suzuki (Outside Corpo-
rate Auditor)

e Corporate Auditors with the appropriate experience and
skills have been appointed.

e The Board of Corporate Auditors appoints Corporate Audi-
tors with the knowledge of finance, accounting, and legal
matters necessary to serve on the Board of Corporate Au-
ditors, and in particular, appoints at least one Corporate Au-
ditor with sufficient knowledge of finance and accounting.

[l Nomination and Compensation Advisory Committee

The Company has established the Nomination and Compensa-

tion Advisory Committee, which is independent of the Board

of Directors, for the purpose of ensuring objectivity and trans-
parency in the selection of candidates for Chairman, President
and Director and in the handling of compensation for Directors.

e The Nomination and Compensation Advisory Committee is

chaired by an Independent Outside Director, and the majority
of the committee members are Independent Outside Officers.
(Members of the Committee)
Yoshiharu Inaba (Chairman, Independent Outside Director),
Satoshi Hirano (Representative Director, Chairman),
Takashi Eto (Representative Director, President & CEO),
Akira Sudo (Independent Outside Director), Naoki Hidaka
(Independent Outside Director)

e As specific considerations, the Nomination and Compen-
sation Advisory Committee, upon receiving consultation
from the Board of Directors, makes considerations about
selection of candidates for Directors, policies for determin-

ing compensation for individual Directors, amounts of
compensation for individual Directors, and the number of
shares of restricted stock to be granted to individual Direc-
tors and makes proposals to the Board of Directors.

M Directors and Corporate Auditors

Directors

Directors recognize their fiduciary responsibility to the

shareholders, and execute their duties as Directors towards

the sustainable growth and medium- to long-term enhance-
ment of the corporate value of the Group.

e Directors, as members of the Board of Directors, super-
vise the execution of business operations by Executive Di-
rectors and Executive Officers.

e Directors collect sufficient information to execute their du-
ties, while requesting explanations on various matters, pro-
actively expressing opinions, and holding open and con-
structive discussions at the Board of Directors’ meetings.

e Directors proactively collect information to appropriately ful-
fill their roles and responsibilities, and if necessary, seek the
advice of external experts at the expense of the Company.

e Directors set aside time to appropriately fulfill their roles
and responsibilities in the Company, by limiting outside
executive jobs to a reasonable extent when concurrently
serving as executives at other companies.

e As an incentive for Directors (excluding Outside Directors),
the Company offers compensation linked to business per
formance and restricted stock compensation, towards the
Group's sustainable growth and enhancement of the cor
porate value of the Group over the medium- to long-term.

Corporate Auditors

Corporate Auditors recognize their fiduciary responsibility to
the shareholders and execute their duties as Corporate Au-
ditors, thereby ensuring corporate soundness towards the
sustainable growth and medium- to long-term enhancement
of the corporate value of the Group.

¢ |n accordance with the policies and assigned duties set
forth by the Board of Corporate Auditors, Corporate Audi-
tors conduct audits on the status of the execution of du-
ties by the Directors and Executive Officers of the Compa-
ny, through the following activities: attending important
meetings of the Company, including the Board of Direc-
tors' meetings; receiving reports from Directors on the
status of the execution of their duties; receiving materials
and information on related matters; and, collaborating with
the internal audit department and the Accounting Auditor.
Corporate Auditors audit the decisions made by the Board
of Directors, and the status of development and imple-
mentation of the internal control system.

Corporate Auditors proactively collect the information nec-
essary for audits through such as attending the Company's
important meetings, and give appropriate feedback to Di-
rectors, as needed.

Corporate Auditors proactively collect the information for
appropriately fulfilling their roles and responsibilities, and
if necessary, seek the advice of external experts at the ex-
pense of the Company.

Corporate Auditors set aside time to appropriately fulfill
their roles and responsibilities in the Company, by limiting
outside executive jobs to a reasonable extent when con-
currently serving as executives at other companies.

Independent Outside Directors and Independent Outside
Corporate Auditors

Independent Outside Directors and Independent Outside
Corporate Auditors supervise the execution of business op-
erations, provide advice for the sustainable growth and the
medium- to long-term enhancement of the corporate value
of the Group, and manage conflicts of interest, while ensur
ing that the opinions of stakeholders, including minority
shareholders, are reflected in the Board of Directors.
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e The Company has five Independent Outside Directors and
two Independent Outside Corporate Auditors.

e Independent Outside Directors share information regard-
ing matters related to the business and corporate gover-
nance of the Group, and exchange opinions with each Di-
rector, Executive Officer, and Corporate Auditor.

e The Company appoints Outside Directors and Outside
Corporate Auditors who meet the criteria for indepen-
dence set forth by the Financial Instruments Exchange.

¢ Independent Outside Directors and Independent Outside
Corporate Auditors strive to exchange information and share
perspectives based on an independent and objective stand-
point, by holding regular meetings and other occasions.

Support system for Directors and Corporate Auditors

The Company has established an effective and sufficient sup-

port system for Directors and Corporate Auditors, to assist them

in fulfilling their roles and responsibilities, as described below.

e The Company runs the meetings of the Board of Directors to
enable sufficient discussion at Board meetings, as follows.

1) The Company prepares an annual schedule of the Board
of Directors’ meetings and an annual plan of the matters
for discussion.

2) The Company sets aside time for sufficient discussion
at the Board of Directors’ meetings.

3) The Company distributes materials on matters for discus-
sion of the Board of Directors’ meetings, well in advance.

4) In addition to the above, the Company provides informa-
tion that the Directors need for decision making and in-
formation that the Corporate Auditors need to execute
their duties, as necessary.

e The Company appoints an assistant to help in the duties and
other activities of the Corporate Auditors, as necessary, in or
der to provide the corporate information that the Corporate
Auditors need, and to coordinate in-company collaboration.

e The Company proactively provides information when Out-
side Directors and Outside Corporate Auditors request in-
formation necessary for the execution of their duties.

e The Company secures the budget necessary for the exe-
cution of duties by Directors and Corporate Auditors.

Training policy for Directors and Corporate Auditors

The Company provides information and knowledge on busi-

ness activities necessary for Directors and Corporate Auditors

to fulfill their roles and responsibilities appropriately, as follows.

¢ \When Directors or Corporate Auditors are newly appoint-
ed, the Company provides training on laws and regulations
related to the business of the Group and corporate gover-
nance, and continues to provide such training even after
they have assumed office.

e |n addition to the above, when Outside Directors or Outside
Corporate Auditors are newly appointed, the Company pro-
vides information regarding the Group’s business and overall
organization, as well as necessary information on an ongoing
basis regarding the Group’s business strategies and issues
to be addressed, even after they have assumed office.

[l Outline of liability limitation contract

Pursuant to provisions of Article 427 Paragraph 1 of the Com-
panies Act and the Articles of Incorporation, the Company
has concluded contracts with each Outside Director and each
Outside Corporate Auditor that limit their liability for damages
caused by their negligence in performing their duties to the
amount prescribed by laws and regulations.
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I Evaluations of the Effectiveness of the Board of Directors

Once a year, the Company conducts a questionnaire survey
of each Director and Corporate Auditor regarding the mat-
ters including composition and operation of the Board of Di-
rectors, and based on the results, the Board of Directors an-
alyzes and evaluates the effectiveness of the Board of
Directors as a whole.

In FY2022, the Board of Directors, at its meeting held in
May 2023, assessed that the effectiveness of the Board of
Directors as a whole was secured, due to improvements
made to enable fuller deliberation at the Board of Directors
meetings and continuing improvements in other evaluation
items. On the other hand, there were some opinions and
suggestions aimed at fuller and deeper discussions by the
Board of Directors.

In FY2023, we will continue to endeavor to enhance the
effectiveness of the Board of Directors and strengthen gov-
ernance based on these opinions and suggestions.

I Executive compensation

[l Policy on determining details of individual compensa-
tion for Directors

Compensation for Directors (excluding Outside Directors)
consists of fixed compensation and performance-linked
compensation (short-term performance-linked compensa-
tion and medium-term performance-linked compensation),
and restricted stock compensation. Outside Directors and
Corporate Auditors receive only fixed compensation.

The Company has established the Nomination and Com-
pensation Advisory Committee in order to ensure objectivity
and transparency in relation to the handling of compensa-
tion for Directors. The Committee is chaired by an Indepen-
dent Outside Director, and the majority of its members are
Independent Outside Officers. The Committee makes pro-
posals to the Board of Directors upon receiving consultation
from the Board of Directors. The policy on compensation for
Directors is determined by a resolution of the Board of Di-
rectors based on the discussions and proposals of the Nom-
ination and Compensation Advisory Committee.

The amount of compensation for each individual Director is
determined within the total amount of compensation for Di-
rectors determined by the resolution of a General Meeting of
Shareholders, in accordance with the policy on compensation
for Directors based on the discussions and proposals at the
Nomination and Compensation Advisory Committee. For re-
stricted stock compensation, the specific number of shares is
determined by a resolution of the Board of Directors. For oth-
er compensation, the Board of Directors delegates determi-
nation of the specific amounts to the Representative Director,
President & CEO (Takashi Eto), considering factors such as
that the Representative Director, President & CEQO has a full
view of the Company'’s overall performance, and the proce-
dures required to have discussions with and obtain proposals
from the Nomination and Compensation Advisory Committee
in advance. The Representative Director, President & CEO
determines the specific amounts of other compensation in
accordance with the delegation. In addition, the Board of Di-
rectors has determined that the said compensation is in line
with the policy on compensation for Directors, as the Nomi-
nation and Compensation Advisory Committee has conduct-
ed in advance a multifaceted review of the compensation for
Directors, including the assessment of its consistency with
the policy on compensation for Directors.

The amount of compensation for each Corporate Auditor
is determined by discussions among the Corporate Audi-

tors, and is set within the amount of compensation for Cor

porate Auditors determined by a resolution of the General

Meeting of Shareholders.

(1) Fixed compensation

e Fixed compensation for Directors (excluding Outside Direc-
tors) is determined according to rank, and is paid monthly.

e Fixed compensation for Outside Directors is determined
based on consideration of their roles and other factors,
and is paid monthly.

(2) Performance-linked compensation

e Performance-linked compensation for Directors (excluding
Outside Directors) is calculated based on prescribed bench-
marks for the relevant fiscal year. The indicators used for per
formance-linked compensation for Directors include consoli-
dated profit attributable to owners of parent and ROE, in
order to boost the motivation and morale of Directors toward
higher performance and to ensure the identity of interest be-
tween Directors and the shareholders.

e Short-term performance-linked compensation is calculated
based on the results of the current fiscal year. Medium-term
performance-linked compensation is calculated based on the
cumulative results during the period of the mid-term busi-
ness plan. Each compensation is paid after the end of the pe-
riod to which it applies.

e The results of indicators serving as the basis of perfor
mance-linked compensation for the current fiscal year are as
follows: consolidated profit attributable to owners of parent
of ¥11,806 million and ROE of 13.2%. As for cumulative re-
sults for the Third Mid-Term Business Plan, consolidated prof-
it attributable to owners of parent was ¥24,882 million, and
average ROE was 10.3%.

(3) Restricted stock compensation plan

e The Company grants restricted stocks to Directors (excluding

Outside Directors) with the aim of providing an incentive to
sustainably increase the Company's corporate value and to
promote further shared value with shareholders. The number
of restricted stocks allotted to each Director is decided based
on rank. Such restricted stocks are issued by resolution of
the Board of Directors on the condition that monetary com-
pensation claims equivalent to the amount to be paid to Di-
rectors to whom the restricted stocks are allotted are offset
against the amount to be paid for such restricted stocks.
At the 1 2 9th Ordinary General Meeting of Shareholders
held on June 28, 2022, the Company made a resolution
that it would adopt the restricted stock compensation plan,
in place of the previous stock compensation type stock
option plan. The outline of this restricted stock compensa-
tion plan is as follows:

<Overview of the restricted stock compensation plan>

The total annual amount of monetary compensation claims to be paid
to Directors (excluding Outside Directors; hereinafter referred to as
the “Eligible Directors”), in accordance with the Restricted Stock
Compensation Plan, shall be set at ¥200 million or less (the amount
does not include employee salaries of Directors who concurrently
serve as employees), and the total annual number of shares of the
Company's common shares to be issued or disposed of by the Com-
pany shall be set at 100,000 shares or less (provided, however, that if
the Company performs a split of the Company's common shares (in-
cluding the allotment of the Company’s common shares without con-
tribution) or a consolidation of the Company’s common shares, the
total number of shares shall be adjusted to the reasonable extent ac-
cording to the ratio of the stock split or stock consolidation, on or af-
ter the effective date of the stock split or stock consolidation).

The Eligible Directors shall pay all the monetary compensation
claims to be provided by the Company, in accordance with the Re-
stricted Stock Compensation Plan, in the form of property contributed
in kind, and shall, in return, receive the Company's common shares
that shall be issued or disposed of by the Company. The amount to be
paid in per share shall be determined by the Board of Directors based
on the closing price of the Company's common shares at the Tokyo
Stock Exchange on the business day immediately before each date of
resolution by the Board of Directors (if there is no trading on such
date, the closing price on the closest preceding trading day) within the
extent that the amount will not be particularly advantageous to the Eli-
gible Directors who subscribe such common shares. The specific tim-
ing for provision thereof and the allocation to each Eligible Director
shall be determined by the Board of Directors after deliberation by the
Nomination and Compensation Advisory Committee.

Additionally, the issuance or disposal of the Company's common
shares (hereinafter referred to as the “Shares”) in accordance with the
Restricted Stock Compensation Plan shall be subject to the conclusion
of an agreement on allotment of restricted stocks between the Com-
pany and each Eligible Director that includes (i) the prohibition on the
transfer to a third party, creation of a security interest in, or otherwise
disposing of the Shares allotted during a certain period (hereinafter re-
ferred to as the “Restriction Period”), and (ii) the automatic acquisition
of the Shares by the Company without contribution, if certain events
occur. The Shares are expected to be managed in a dedicated account
opened by the Eligible Directors at a securities company during the Re-
striction Period, to prevent the Shares from being transferred, created
a security interest on, or otherwise disposed of.

(4) Compensation composition ratio

e Compensation for Directors (excluding Outside Directors)
consists of fixed compensation, performance-linked compen-
sation, and restricted stock compensation. The ratio of per
formance-linked compensation and restricted stock compen-
sation to the total amount of compensation is designed to be
a maximum of approximately 60% on average for each rank,
in order to boost the motivation and morale of Directors to-
ward higher performance and to enhance corporate value
and shareholder value over the medium to long term.

Total amount of compensation by category of officers and by type of compensation, and number of officers receiving such compensation

Total amount of each form of compensation (Millions of yen)

Total amount of
compensation
(Millions of yen)

Classification

Fixed eligible officers|
compensation

Number of
Non-monetary eligible officers

Short-term and compensation

medium-term

Directors (excluding Outside Directors) 513 205 249 58 5
Outside Directors 65 65 — — 5
Corporate Auditors o o

(excluding Outside Corporate Auditors) s7 37 2
Outside Corporate Auditors 19 19 — — 3

Notes: 1) Non-monetary compensation is the amount of expenses accrued during the fiscal year for the share acquisition rights granted as stock options and
the amount of expenses recorded as restricted stock compensation during the current fiscal year.
2) One Corporate Auditor, who retired at the conclusion of the 129th Ordinary General Meeting of Shareholders held on June 28, 2022, is included in

the number of Outside Officers.
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Compliance / Risk Management /}t‘

To ensure smooth business operations under appropriate controls, the Boarc) of Directors sets forth basic policies regarding the
development of the internal control system, and supervises the establishment of the Group’s structure and its operational status
in terms of compliance, ensuring appropriate financial reporting, and risk management.

The Company has established the Basic Rules for Risk and Compliance, for a risk management system capable of responding to
any risk that arises within the Group in a timely and appropriate manner, depending on the nature of the risk.

| Basic Views

The most important thing for Topcon Group, a global compa-
ny made up of diverse nationalities and cultures, is that each
and every employee makes decisions and acts fairly, hon-
estly, and appropriately based on common values and deci-
sion-making principles.

Therefore, we established “TOPCON WAY”, which sets
out the highest values of the Group that transcend national
borders and company boundaries, we professed our man-
agement philosophy of contribution to the creation of pros-
perous society by solving social issues related to “health-
care, agriculture and infrastructure”, and we declared that
we put the highest priority on compliance and continue to
be trusted by all stakeholders.

We established the Topcon Global Code of Conduct,
which sets out the principles of conduct expected of Topcon
Group's employees, so that all directors and employees
around the world can fully understand the Topcon Group's
management philosophy, vision and values, and can act
with a high sense of ethics. We are working actively to en-
sure that the Topcon Global Code of Conduct be well
learned by every director and employee.

M Specific Initiatives

Topcon continuously implements various training and aware-
ness activities for directors and employees to increase com-
pliance awareness and to foster a compliance mindset.

For example, for all directors and employees of the Group,
we conduct a comprehensive compliance and governance
training which cover essential topics such as bribery, insider
trading, privacy, competition laws and regulations, and has
achieved high participation rate.

For domestic Group companies, we conduct trainings on
export control, information security, personal information
protection, subcontract law and medical compliance, while
for overseas companies, legal teams in each main office
overseas provide trainings in the respective jurisdictions.

I Anti Corruption

As an initiative to combat corruption as stipulated in Principle 10
of the United Nation Global Compact, the Topcon Group prohib-
its giving out bribes or inappropriate profits in any form that vio-
late laws, regulations or sound business practices. In addition,
we prohibit employees from accepting inappropriate personal
benefits or profits in connection to their work or position.
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[l We Prohibit Improper Payments

The Topcon Group will not offer or give bribes, or any other
improper interests, in violation with laws, regulations, and/
or sound customs of trade.

You must understand that bribes not only to government
officials, but also to employees in private enterprises are
prohibited in certain countries, and You must understand
and comply with all applicable laws and regulations of the
country or region in which You are involved in business.

What Is A Bribe?

In this Code, the term “Bribe” means anything of value of-

fered or given for the purpose of gaining improper commer-

cial interests, or in consideration of such improper interests
and offered or given to the following persons:

e government officials, foreign government officials (includ-
ing employees of state-owned enterprises and internation-
al organizations, also including ex-officials);

e politicians, candidates of politician, political parties and
employees thereof;

e customers (legal or natural persons).

A bribe does not have to be cash. It can include rewards,
entertainment, gifts, donations, gratuities and any other
type of benefits. Even items of minimal value may consti-
tute a wrongful bribe.

When using an intermediary (such as agent) in Our busi-
ness, We must ensure that they will not engage in the corrupt
practices designated above, and also clearly agree in advance
on scope of the services as well as on the amount of compen-
sation, and ensure that these conditions are reasonable.

[l We Do Not Demand or Accept Gifts and Entertainment
as Business Inducements

Employees must not demand or accept any personal bene-

fits in connection with his/her job.

However, receiving gifts and entertainment from custom-
ers, suppliers or contractors is permissible only if it is inex-
pensive in value and customary in nature and is consistent
with applicable laws, regulations and sound customs of
trade and only if it would not affect a particular business de-
cision of the Topcon Group.

Any gifts or entertainment which are excessive or seem
unreasonable must be refused.

[l We Do Not Accept Money Laundering and Participate
to the Financing of Terrorism

The Topcon Group is firmly committed to full compliance with

applicable anti-money laundering and counter terrorism laws

and regulations. We conduct business only with reputable
third parties who engage in legitimate business activities.
This applies as well to our relations with trading partners
such as suppliers, vendors and others sub-contractors.
Employees are prohibited from participating in any activity
aimed at laundering money or financing terrorism, from bene-
fiting from the proceeds of a criminal act or illegal activity, and
from providing assistance to any person or organization con-
trolling funds invested for the benefit of a terrorist organization.

I Strengthening Global Export Control System

Exports to several countries are subject to strict controls
under relevant Japanese and U.S. laws. If our export control
compliance were lax, this could result in situations that
threaten the basis of our existence as a corporation. In the
worst case, the company would be subject to penalties
such as an export ban due to violations of applicable laws
and regulations. For this reason, as a global company, the
Topcon Group is committed to activities related to maintain-
ing and bolstering the global system of export controls.

[l Conducting export control audits

We conduct annual internal audit on all departments in-
volved in export. Then, measures for improvement which
was requested during audit are discussed with departments
audited for one to three months after audit to correct non-
conformities at an early stage. The next year's audit con-
ducts follow-up to check if such measures are carried out on
a continuous basis. It also checks for missing items and in-
advertent errors such as in administration procedures in the
entire process.

[l Providing export control education

At the Topcon Group, we provide export control education an-
nually for all officers and employees in the Group to raise
awareness about compliance. We also provide separate educa-
tion as necessary for employees engaged in export control. In
addition, to improve the expertise of employees engaged in
export control, we recommend that they take a “certification
exam on export control” held by the Center of Information on
Security Trade Control (CISTEC).

We are also working to raise the overall base level of aware-
ness of the Group companies through measures such as the
provision of export control education for local staff each time
we implement audits.

[l Regions requiring special control

Topcon Group designates nine countries/areas including Iran,
Irag, Cuba, Syria, Russia, Belarus, North Korea, the Crimea Re-
gion of Ukraine, and regions of Ukraine controlled by pro-Rus-
sian groups (including the self-proclaimed Donetsk People’s
Republic and the self-proclaimed Luhansk People’s Republic),
which are subject to special regulations under the Foreign Ex
change and Foreign Trade Act of Japan and relevant U.S. laws,
as “regions requiring special control” and applies stringent pro-
cedures for trade screening and administration. (As of January
2023)

I Personal Information

Topcon Corporation (“Topcon”) will continue to seek to re-
spect and protect each customer’s personal data. Topcon
will implement following Personal Data Protection Policy in
its business activities.

[l Basic Policy
Topcon strictly observes the Personal Data and other rele-
vant laws and regulations.

When Topcon obtains personal data from customers, in
case without any individual explanation, Topcon uses per
sonal data with the aim of providing the information of the
products and services of Topcon or of its affiliated company,
etc for the customer and also of showing new or useful in-
formation.

Topcon may provide and confide data to third parties with
a view to analyzing or processing, feeding back, etc for our
customer. The information will be handled appropriately in
all these processes in accordance with the business activi-
ties and scale of Topcon.

Topcon takes rational safety measures against the risk of
personal data in cases like unauthorized access and disclo-
sure to personal data or the loss, destruction, alternation, etc.

Topcon has established management system relating to
personal data protection and strives to continuously improve.

Topcon responds appropriately to questions, complaints
and consultations regarding personal data from customers.

I Internal Audit Department, and Others

The Company has established the Corporate Audit Division

consisting of seven members as an internal audit department.
The Corporate Audit Division validates the appropriate-

ness and effectiveness of the internal management sys-
tems, as described below.

e The Corporate Audit Division aims to contribute to the en-
hancement of the corporate governance and risk manage-
ment of the Group. The Corporate Audit Division is respon-
sible for the internal audit process, and develops a system
under which the Division validates the appropriateness
and effectiveness of the internal management system, in-
cluding compliance, and reports to the Board of Directors,
the Board of Corporate Auditors, and the President & CEO
in a timely manner, if a significant issue arises.

e The Corporate Audit Division collaborates with Corporate
Auditors and the Accounting Auditor.

e With respect to internal reports, the Corporate Audit Divi-
sion contributes to the early discovery of risk information,
and respond to whistleblower complaints in a prompt and
appropriate manner.
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I Whistle Blowing System

Topcon has established a whistleblower hotline (Topcon
Whistleblower System) in accordance with the Whistleblower
Protection Act, which is available to directors and employees
of Topcon and our domestic group company. The contact
points are offered internally and externally (the contact points
are independent of the Topcon Group), and reports can be
made under real names, anonymously or semi-anonymously.

The system also covers reports of bribery, corruption, dis-
crimination, human rights, and harassment.

In addition, to ensure that whistleblowers are NOT treated
unfairly, Topcon has put in place thorough measures such as
“confidentiality and prohibition of retaliatory actions” to pro-
tect whistleblowers. Moreover, the content of the report is
promptly reported to the corporate auditors followed by the
results of the investigation in a timely manner. In terms of
significant risk issues, the responses are reported to the
Board of Directors as well. This system is operated to ensure
that the whistleblower system functions more effectively.

I Business risks

Business risks relating to business conditions, financial
status, and other matters that may potentially have a signifi-
cant impact on investor decisions include the following.

[l Economic conditions relating to product demand

The Topcon Group (hereinafter “the Group”) is primarily en-
gaged in three businesses, namely the Smart Infrastructure
Business, the Positioning Company, and the Eye Care Busi-
ness. Product demand is impacted by trends in the markets
to which the respective business segments belong (con-
struction and civil engineering, agriculture, and ophthalmic/
eyeglass markets), and should any major fluctuation occur in
these markets, it may impact the financial position and busi-
ness results of the Group.

Moreover, given the Group's high ratio of overseas sales
and its extensive marketing areas around the world, which
include the U.S., Europe, Asia, and China, as well as Japan,
the economic conditions in these areas may impact the fi-
nancial position and business results of the Group.

[l Overseas business development

The Group is engaged in a wide range of overseas activities,
including the export of its products and overseas produc-
tion. Hence, the deterioration of political and economic con-
ditions overseas, trade and currency restrictions, reforms of
laws and tax systems, a deterioration of public security,
conflicts and terrorism, wars, and natural disasters may im-
pede the Group's overseas activities, and impact the finan-
cial position and business results of the Group.

M Intensifying competition (price and non-price competition)
The Group faces competition in the form of the supply of
similar products by competitors, in each of its businesses.
To maintain its competitive edge, the Group promotes the
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early market launch of new products, the development of
new technologies, and cost reductions, among other efforts.
However, should delays occur in new product development,
the development of new technologies takes longer than ex
pected, or the price of raw materials soars, it may impair the
Group’s growth potential and profitability, and impact the fi-
nancial position and business results of the Group.

M Fluctuations in interest rates, foreign exchange rates,

and other conditions in the financial markets
The Group maintains a high ratio of overseas sales in its to-
tal consolidated net sales. Since this presents exposure to
exchange-rate fluctuation risk, the Group uses forward ex-
change contracts to maintain an appropriate level of ex-
change hedge within the scope of demand. Despite these
precautions, volatility in exchange rates may impact the
business results and financial position of the Group. The
Group also borrows funds from financial institutions, which
presents exposure to interest-rate fluctuation risk. Changes
in financial market conditions could lead to sharp rises in in-
terest rates. Such fluctuations could increase the Group's
interest payments, which may impact the business results
and financial position of the Group.

M Fund procurement

The Group raises its necessary funds through borrowings
from financial institutions, bond issues, and other means.
Going forward, the Group may encounter situations in which
loans cannot be continued or new loans cannot be taken
out, due to a deterioration of the financial markets, poor
business performance, and other reasons. Moreover, the
Group's fund procurement could become restricted or
fund-raising costs could rise in the event that the Group’s
credit rating by the rating agencies is downgraded. Should
such a situation occur, it may impact the financial position
and business results of the Group.

[l New business strategies

The Group considers initiatives for new businesses to en-
sure future growth, as appropriate. However, new business-
es involve numerous uncertainties, and in the event that
they are not achieved as planned, it may impact the financial
position and business results of the Group.

[l Corporate acquisitions

The Group strives to build a system that can foster optimal
business forms suited for business characteristics, and at
times takes steps such as corporate acquisitions to expand
operations. Nonetheless, such actions can affect the
Group's business results and financial position if sharp
changes in the market and competitive environment cause
the acquired businesses to underperform or management
resources cannot be put to effective use.

M Fixed assets

The Group holds tangible fixed assets and intangible fixed
assets such as goodwill through corporate acquisitions.
Should the value of these assets decrease due to a decline

in profitability, fall in market prices, or other factors, it will
lead to impairment losses or incurring of loss on sales at the
time of disposal, which may impact the financial position
and business results of the Group.

M Procurement of materials and other items

The Group needs to rely on a limited number of suppliers or
those who are difficult to replace when using certain special
materials in its production activities. In addition, various fac-
tors could disrupt the global supply chain, resulting in a
shortage or soaring prices of parts and materials. The Group
will take various measures in procurement, design, and
manufacturing to minimize the impact. However, in the
event that the impact is prolonged before the situation is re-
solved, that may result in soaring prices of parts and materi-
als and delays of production and potentially impact the fi-
nancial position and business results of the Group.

M Quality issues

The Group makes a concerted effort into quality control to
ensure optimal quality, in line with the attributes of each
product. However, it is virtually impossible to eliminate qual-
ity issues completely due to unforeseen circumstances,
which could lead to recalls, litigation, and other actions, and
such a situation may impact the financial position and busi-
ness results of the Group.

M Intellectual property rights

The Group utilizes various intellectual property rights in its
research and development activities, and recognizes these
rights as the Group's proprietary rights or rights under legal
licensing agreements. However, the Group may unwittingly
become the subject of litigation due to infringements of in-
tellectual property rights by third parties. Should a dispute
regarding intellectual property rights occur, it may impact
the financial position and business results of the Group.

[l Laws and regulations

The Group operates businesses overseas, which are subject
to legal regulations in relevant countries and regions. Also,
certain products in the Eye Care Business are subject to the
laws and regulations relating to medical devices of the
countries in which the Group operates. We are working to
constantly obtain information to take appropriate measures.
However, should import and export of the Company's prod-
ucts be restricted due to changes in these laws and regula-
tions, or the Group fails to obtain the approvals and authori-
zations necessary to conduct business in the relevant
countries in a timely manner, it may impact the financial po-
sition and business results of the Group.

M Risks related to climate change issues

In order to curb worsening global warming, the Group has
two initiatives to reduce the environmental impact: “reduc-
ing environmental impact through products,” indicating pro-
motion of energy and resource conservation through the
use of our products, and “responding to climate change” to
save energy and reduce greenhouse gas emissions in our

business activities. In order to contribute to the realization
of a sustainable society, we are committed to corporate so-
cial-responsibility management in the economic aspects of
our business activities as well as in social and environmen-
tal aspects. However, if environment-related laws, regula-
tions, and taxation systems are significantly strengthened
and appropriate measures cannot be taken, that may impact
the financial position and business results of the Group.

[l Natural disaster and accidents

Should any unforeseen disaster such as fires, earthquakes,
terrorism, wars, pandemics, or epidemics occur in the areas
in which the Group conducts its business, the Group will
take such measures as securing the capabilities to raise
funds to meet its capital needs or minimizing the impact of
a pandemic. However, it could result in human casualties
and property damage, as well as suspension of business
activities, and may impact the financial position and busi-
ness results of the Group.

Risks related to the situation in Ukraine

The Group is taking careful measures to minimize the im-
pact of its business activities in the region (Russia and
Ukraine) amid an uncertain outlook by comprehensively
identifying possible risks. However, should the impact on
the global economy increase due to tighter sanctions
against Russia and other factors, that may cause a slow-
down in demand and adversely impact the Group's logistics,
procurement of materials, and production, which, in turn,
may impact the financial position and business results of
the Group.

M Information security

The Group has improved and built information systems for
each of the manufacturing, sales, R&D and other activities
as an infrastructure for business promotion. To prepare for
failures of these systems (equipment malfunctions, power
failures, etc.) and prevent unauthorized access and informa-
tion leaks, the Group is taking such measures as ensuring
the thorough application of security policies, providing edu-
cation to all employees, reinforcing system backups, and
preventing confidential information from leaking out. How-
ever, should an unexpected, large-scale system failure or
cyberattack occur, that may impact the financial position and
business results of the Group.

[l Seasonality
The Group’s performance tends to be weighted toward the
fourth quarter.
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Governance

Management Structure

Directors

Corporate Auditors

Satoshi Hirano
Representative Director,
Chairman

December 12, 1957
No. of years served as
Director: 13 years

Haruhiko Akiyama

Director

Senior Managing Executive

Officer
General Manager,

Accounting & Finance Div.

General Manager,

Custom Products Business

Promotion Div.

February 25, 1963
No. of years served as
Director: 8 years

Kaoru Kumagai

Director

Managing Executive Officer

General Manager,

Research & Development Div.

February 9, 1961
No. of years served as
Director: 2 year

Naoko Yamazaki

Director
(Outside Director)

December 27, 1970
No. of years served as
Outside Director: 5 years

Naoki Hidaka

Director
(Outside Director)

May 16, 1953

Outside Director: 1 year

Takashi Eto

Representative Director,
President & CEO

February 18, 1960
No. of years served as
Director: 8 years

Takayuki Yamazaki

Director

Senior Managing Executive
Officer

Executive Vice President,
Chief Business Integration
Officer, Topcon Positioning
Systems, Inc.

August 10, 1966
No. of years served as
Director: 7 years

Akira Sudo

Director
(Outside Director)

September 11, 1951
No. of years served as
Outside Director: 9 years

Yoshiharu Inaba
Director
(Outside Director)

July 23, 1948
No. of years served as
Outside Director: 3 years

Katsuhiro Teramoto
Director
(Outside Director)

December 13, 1955
No. of years served as

Outside Director: New appointment

Skills Matrix (Expected skills after this Ordinary General Meeting of Shareholders)

Name

Satoshi Hirano

Corporate Management Global Business Technglogy/Manufa
Experience ing/Science
[ J [ J

Shokyu Nakamura

Corporate Auditor

March 26,1961
No. of years served as
Corporate Auditors: 4 years

Nobuyuki Ryu

Corporate Auditor

April 29,1961
No. of years served as
Corporate Auditors: 3 years

Keiji Taketani

Corporate Auditor

July 8,1956
No. of years served as
Corporate Auditors: 7 years

Kiyoshi Suzuki

Corporate Auditor

February 18,1959
No. of years served as
Corporate Auditors: 2 years

usiness Strategy/ Legal/Risk Finance/ ESG/Social
Marketing Management Accounting Contribution
[ J

Takashi Eto

Haruhiko Akiyama

Takayuki Yamazaki

Akira Sudo

1010811(

Kaoru Kumagai

Shokyu Nakamura

Qutside Director

Nobuyuki Ryu

Joupny
a1e10d10)

*Three fields of expertise per each individual where he/she has strengths are marked with @.
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Executive Officers

Raymond O’Connor
Executive Vice President, General
Manager, Positioning Company
(President & CEO, Topcon
Positioning Systems, Inc.)

Yoshikuni Ito

Senior Executive Officer, General
Manager, Corporate Planning &
Digital Business Operation Div.

ol

Takaaki Hirayama
Executive Officer,

General Manager,

Corporate Communication Div.

Cindy Hudson

Executive Officer,

Executive Vice President,
Engineering,

Topcon Positioning Systems, Inc.

Fumio Ohue

Senior Vice President, In charge
of THINC (Topcon healthcare
innovation center)

A

TsuyoshiYoshida
Executive Officer,

General Manager, Smart
Infrastructure Business Div.

Akifumi Baba
Executive Officer,
President, Topcon
Healthcare Solutions, Inc.

Raymond Vallejo
Executive Officer,

Executive Vice President,

Chief Operations Officer,

Topcon Positioning Systems, Inc.

David Alan Mudrick
Senior Executive Officer,
President & CEO, Topcon
America Corporation

HideyukiTakizawa
Executive Officer,
General Manager,

Eye Care Business Div.

Keijiro Asayama
Executive Officer,
General Manager,
Quality Assurance Div.

Murray Lodge

Executive Officer,

Executive Vice President,
General Manager,

Positioning Solution Business Unit,
Topcon Positioning Systems, Inc.

Ivan Di Federico

Senior Executive Officer,
Executive Vice President, Chief
Strategy Officer, Topcon
Positioning Systems, Inc.

Takafumi Kira
Executive Officer,
General Manager,
Production Div.

ol ¢

Arata Kimura
Executive Officer,

Vice General Manager,
Smart Infrastructure Div.

Reiko Watanabe

Senior Executive Officer, General
Manager, General Administration,
Human Resource & Legal Div.

o o

Shigehiro Ogino
Executive Officer,

Vice General Manager,
Eye Care Business Div.
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Information

Financial Highlights

Topcon Corporation and Consolidated Subsidiaries

Unit: million yen

2014/3 2015/3 2016/3 2017/3 2018/3 2019/3 2020/3 2021/3 2022/3
Operating results
Net sales 116,685 128,569 130,735 128,387 145,558 148,688 138,916 137,247 176,421 215,625
Positioning Company 48,959 58,672 61,977 60,602 74,945 77,722 73,989 71,416 96,692 124,731
Smart Infrastructure Business 34,621 33,909 32,989 33,091 36,626 36,744 33,398 33,982 39,040 42,163
Eye Care Business 38,736 41,240 43,834 43,148 46,515 47,713 44,758 44,251 57,352 66,899
Other Businesses 6,625 6,558 4,997 3,708 2,493 1,698 1,319 1,165 1,184 1,335
Elimination (12,258) (11,812) (13,063) (12,163) (15,023) (15,190) (14,549) (13,568) (17,848) (19,505)
Overseas sales 89,187 97,568 102,794 98,937 114,847 115,299 108,878 106,041 142,438 176,353
Operating income 11,730 16,041 8,803 9,551 12,073 13,596 5,381 6,593 15,914 19,537
Positioning Company 4,514 6,652 2,385 5,596 8,018 8,358 4 537 6,064 11,548 15,427
Smart Infrastructure Business 5,201 5,965 3,909 3,939 5,102 6,393 5,027 4,972 5,821 5,037
Eye Care Business 4,003 5,093 4,850 2,598 2,038 2,896 136 122 3,203 3,968
Other Businesses (205) 163 196 10 88 (65) (144) (536) (365) (344)
Elimination (1,782) (1,833) (2,538) (2,593) (8,173) (3,986) (4,175) (4,028) (4,293) (4,551)
Ordinary income 11,300 14,880 7,366 7,622 10,674 11,497 2,895 5,687 14,820 17,829
Profit attributable to owners of the parent 5,963 8,670 4,197 4,395 6,028 6,548 935 2,376 10,699 11,806
Capital expenditures 3,692 5,070 5,203 4,438 5,138 6,234 8,399 4,206 5,279 8,618
Depreciation 3,803 3,732 4,715 4,660 5,408 5,983 6,757 7,416 7,763 10,383
Amortization of goodwill 1,782 1,833 2,546 2,451 2,651 2,145 1,999 1,858 1,912 1,589
R&D expenditures 9,184 10,677 11,329 10,411 12,964 14,014 15,979 14,916 16,180 20,743
Free cash flows 4,599 7,951 (23,121) 13,238 5,488 7,844 1,137 10,213 10,748 (2,930)
Financial position
Shareholders’ equity 53,598 63,460 58,311 59,716 65,173 69,037 63,100 69,351 83,491 95,310
Total assets 135,818 143,181 166,542 158,280 160,747 160,288 161,721 168,210 184,983 207,890
Interest-bearing liabilities 47,733 44,014 70,442 58,640 53,286 48,554 57,372 52,987 43,362 53,485
Unit: yen
Per share data
Earnings per share (EPS) 55.21 80.27 38.97 41.46 56.87 61.76 8.87 22.59 101.71 112.16
Net assets per share (BPS) 496.22 587.52 550.04 563.30 614.78 651.11 600.03 659.31 793.57 905.17
Management indicators
Gross profit ratio (%) 47.7 51.5 50.2 51.1 51.5 52.8 52.3 49.5 511 52.1
Operating income ratio (%) 10.1 12.5 6.7 7.4 8.3 9.1 3.9 4.8 9.0 9.1
Net income ratio (%) 5.1 6.7 3.2 3.4 4.1 4.4 0.7 1.7 6.1 1S
Ratio of R&D expenditures to net sales (%) 7.9 8.3 8.7 8.1 8.9 9.4 11.5 10.9 9.2 9.6
Overseas sales ratio (%) 76.4 75.9 78.6 771 78.9 77.5 78.4 77.3 80.7 81.8
Return on assets (ROA) (%) 4.4 6.1 2.7 2.7 3.8 41 0.6 1.4 6.1 6.0
Return on equity (ROE) (%) 11.7 14.8 6.9 7.4 9.7 9.8 1.4 3.6 14.0 13.2
Price earnings ratio (PER) (times) 30.7 36.7 38.1 48.0 36.5 211 90.4 59.4 15.4 15.9
Price book-value ratio (PBR) (times) 3.4 5.0 2.7 3.5 3.4 2.0 1.3 2.0 2.0 2.0
Equity ratio (%) 39.5 44.3 35.0 37.7 40.5 431 39.0 41.2 451 45.8
Total assets turnover ratio (times/year) 0.88 0.92 0.84 0.79 0.91 0.93 0.86 0.83 1.00 1.10
D/E ratio (%) 89.1 69.3 120.8 98.1 81.8 70.3 90.9 76.4 51.9 56.1
Dividend payout ratio (%) 18.1 19.9 61.6 38.6 35.2 38.9 270.7 44.3 35.4 37.4

Note: Amounts in parentheses represent negative figures/amounts.
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Information

Discussion and Analysis of Financial Results

Market Environment

In FY2022, the outlook for the economic environment
remained uncertain due to factors such as a worldwide
shortage of parts and materials, soaring parts, materials and
logistics costs, the continuation of interest rate hikes to
control inflation and the dramatic movements in foreign
exchange rates that resulted from this, rising financial
unrest, especially in Europe and the U.S., as well as the
prolonged impact of Russia’s military invasion of Ukraine
and zero-COVID policies in China.

In such an economic environment, the Group upheld its
Corporate Identity of “Contributing to enrich human life by
solving the societal challenges within healthcare, agriculture
and infrastructure.” Under the slogan, “A digital transformation
with a human touch,” we have been working to enhance our
corporate value as a global company that provides DX
solutions to various issues related to healthcare, agriculture
and infrastructure in order to achieve a sustainable society.

As mentioned above, we will pursue our vision of expanding
our businesses and solving the societal challenges within the
growing markets of healthcare, agriculture and infrastructure
and advance the development and spread of “DX solutions” to
solve these societal challenges under the “Mid-Term Business
Plan 2025.” (*DX: Digital transformation that leads to new
growth and enhanced competitiveness of corporations by
realizing a business model that makes people’s lives better
through utilizing evolving digital technologies)

Specifically, in the healthcare domain, one of our business
fields, in order to cope with an increase in eye diseases
resulting from global population aging and the shortage of
ophthalmologists, we are promoting a DX solution of
creating a system for eye disease screening by utilizing fully
automatic screening equipment with primary care
physicians, optical stores, and drugstores, to realize early
detection and treatment of diseases and improved medical
efficiency through promotion of shared care.

In the domain of agriculture, in order to respond to
societal challenges such as food shortages due to global
population growth, decreases in crop production and
damage caused by global warming and extreme weather
events, we will strive to promote DX solutions, which can
be called the automation of farm operations, utilizing our IT
farming machinery and optical sensor technology to improve
productivity and quality in agriculture.

In the domain of infrastructure, in order to address the
societal challenges such as a skilled worker shortage due to
increasing global demand for infrastructure and intensifying
and frequent disasters associated with a climate change,
we are working to promote DX solutions, which can be
called the automation of the construction process, utilizing
our IT construction technology and 3D measurement
technology to improve productivity at construction sites and
alleviate the worker shortage.

As part of our commitment to the SDGs, our technologies
to embody DX solutions to societal challenges, such as
automation of construction machinery for IT construction
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and the Auto Steering System for farming machinery for IT
agriculture, are also contributing to the reduction of CO2
emissions. Also, in the domain of healthcare, we are
contributing to early detection and treatment of eye
diseases through the expansion of screening.

Consolidated Results

The Group's consolidated net sales increased by 22.2% year
on year to ¥215,625 million, driven by a steady increase in
sales in IT construction, IT agriculture systems, and other
growth businesses, and boosted by the effects of product
price revisions and the depreciation of the yen. This was
despite the impact of supply constraints and shipping delays
due to the shortage of parts and materials. Mainly due to
this increase in net sales, and despite the continuing effects
of parts and materials shortages and soaring parts, materials
and logistics costs, operating profit was ¥19,537 million, an
increase of 22.8% year on year, and ordinary profit was
¥17.829 million, an increase of 20.3% year on year. As a
result, profit attributable to owners of parent was ¥11,806
million, an increase of 10.3% year on year.

Segment Information

In the Smart Infrastructure Business, net sales increased by
8.0% year on year to ¥42,163 million, driven by firm domestic
sales and sales growth to countries in Asia and the Middle
East, despite the impact of shipping delays due to the
shortage of parts and materials. Operating profit decreased
by 13.5% year on year to ¥5,037 million due to the effect of
upfront investments in new business fields, as well as the
continued impact of a decline in production of surveying
instruments associated with the shortage of parts and
materials and elevated parts and materials costs.

In the Positioning Company, net sales increased by 29.0%
year on year to ¥124,731 million, as the Group captured
non-housing-related robust demand, even as the effects of
a slowdown in housing investment became apparent in
North America, the main market for this segment, amid the
continuing impact of shipping delays due to the shortage of
parts and materials. Operating profit increased by 33.6%
year on year to ¥15,427 million, driven mainly by the rise in
sales, although the business continued to be affected by
soaring parts, materials, and logistics costs.

In the Eye Care Business, net sales increased by 16.6%
year on year to ¥66,899 million mainly thanks to the
continuation of a high level of sales of flagship screening
equipment and digital optometry equipment, mainly in
Europe and the U.S., as well as sales growth to Asia
(excluding China), despite the prolonged impact of shipping
delays due to the shortage of parts and materials and zero-
COVID policies in China. Operating profit increased by
23.9% year on year to ¥3,968 million, driven mainly by the
rise in net sales and the depreciation of the yen, although
the business was affected by upfront investment, in addition
to soaring parts, materials, and logistics costs.

Financial Position

M Assets

As of March 31, 2023, total assets stood at ¥207,890 million,
an increase of ¥22,907 million from the end of the previous
fiscal year.

Current assets

Current assets increased by ¥9,033 million from the end of
the previous fiscal year to ¥123,074 million. This was mainly
due to increases in trade receivables and inventories.
Non-current assets

Non-current assets increased by ¥13,873 million from the
end of the previous fiscal year to ¥84,815 million. This was
mainly due to an increase in property, plant and equipment
resulting from the impact of application of the lease
accounting standards in the U.S,, etc.

M Liabilities

As of March 31, 2023, total liabilities stood at ¥110,850
million, an increase of ¥11,016 million from the end of the
previous fiscal year.

Current liabilities

Current liabilities increased by ¥5,888 million from the end of
the previous fiscal year to ¥67,282 million. This was mainly
due to increases in trade payables and short-term borrowings,
despite redemption of current portion of bonds payable.
Non-current liabilities

Non-current liabilities increased by ¥5,128 million from the
end of the previous fiscal year to ¥43,567 million. This was
mainly due to an increase in lease liabilities resulting from the
impact of application of the lease accounting standards in the
U.S., etc., despite decreases in long-term borrowings, etc.

M Net assets

As of March 31, 2023, total net assets stood at ¥97040

million, an increase of ¥11,890 million from the end of the

previous fiscal year. This was mainly due to increases in

retained earnings and foreign currency translation adjustment.
As a result, equity ratio increased by 0.7% from the end

of the previous fiscal year.

[ Cash flows

As of March 31, 2023, cash and cash equivalents (hereinafter
referred to as “net cash”) stood at ¥14,950 million, a
decrease of ¥4,058 million from the end of the previous fiscal
year. This was due to a decrease in net cash resulting
primarily from an increase in inventories and purchases of
fixed assets, despite an increase in net cash resulting
primarily from an increase in profit before income taxes.
Cash flows from operating activities

During the fiscal year ended March 31, 2023, net cash provided
by operating activities totaled ¥9,828 million, compared to
¥20,527 million provided in the previous fiscal year.

This was mainly due to an increase in net cash resulting
primarily from an increase in profit before income taxes,
despite a decrease in net cash resulting primarily from an
increase in inventories.

Cash flows from investing activities
During the fiscal year ended March 31, 2023, net cash used
in investing activities totaled ¥12,759 million, compared to
¥9,779 million used in the previous fiscal year.

This was mainly due to a decrease in net cash resulting
primarily from purchases of fixed assets.
Cash flows from financing activities
During the fiscal year ended March 31, 2023, net cash used
in financing activities totaled ¥1,937 million, compared to
¥13,606 million used in the previous fiscal year.

This was mainly due to a decrease in net cash resulting
primarily from dividends paid.

[l Capital Expenditures
During the current fiscal year, total capital expenditures for
the Group amounted to ¥8,618 million.

Total capital expenditures by business segment comprised
¥1,526 million for the Smart Infrastructure Business, ¥4,137
million for the Positioning Company, and ¥2,838 million for
the Eye Care Business. Capital expenditures were mainly for
research and development, enhancement of production
systems, improvement of business efficiency, and
investments for the purpose of updating molds and other
items.

[ Dividend policy

The Company places priority on the appropriation of profit in
line with the growth in consolidated business results as a
means of returning profits to shareholders. The Company's
basic dividend policy is to ensure a continuous and stable
payment of dividends.

As a basic policy, the Company makes dividend payments
twice per year in the form of interim and year-end dividends.
The Company's Articles of Incorporation also allow for
dividends to be determined by the resolution of the Board
of Directors rather than by the General Meeting of
Shareholders, and provide the record date for the yearend
dividend as March 31, and for the interim dividend as
September 30 of each year, as well as allowing for the
payment of dividends of surplus by determining a separate
record date.

As for the dividends of surplus for the fiscal year ended
March 31, 2023, under the basic policy of making the
appropriation of profits in line with the growth in
consolidated business results, the Company distributed the
interim dividend of ¥20.00 per share (¥10.00 for the interim
dividend for the previous fiscal year) and the year-end
dividend of ¥22.00 per share (¥26.00 for the yearend dividend
for the previous fiscal year), bringing the total full-year
dividends to ¥42.00 per share (compared to ¥36.00 per share
in the previous fiscal year).

The Company intends to use effectively its internal
reserves for the proactive development of its future
businesses, including research and development as well as
capital expenditures.
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Information

Topcon Group List

As of today

Excluding liquidated or inactive entities

Topcon Europe B.V.

Topcon Europe Medical B.V.

Topcon Europe Positioning B.V.
Topcon Deutschland Medical

Topcon Deutschland Positioning G.m.b.H
Topcon Electronics GmbH & Co. KG
Topcon Positioning France S.A.S.
Topcon France Medical

Topcon (Great Britain) Medical
Topcon Positioning (Great Britain) Ltd.
Topcon Technology Ltd.

Topcon Espana

Topcon Precision Ag Europe S.L.
Topcon Positioning Spain, S.L.U.
Topcon Positioning Canarias, S.L.U.
Topcon Mirage Technologies S.L.
Topcon Danmark
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The Netherlands
The Netherlands
The Netherlands
Germany
Germany
Germany
France
France
The United Kingdom
The United Kingdom
The United Kingdom
Spain
Spain
Spain
Spain
Spain

Danmark

Topcon Scandinavia

Topcon Healthcare Solutions EMEA Oy
Topcon Technology Finland Oy

Topcon Agriculture S.p.A.

Topcon Positioning Italy s.r.l

Tierra S.p.A.

TOPFLOOR S.r.l.

VISIA Imaging S.r.|

Topcon ltaly

Topcon Positioning Portugal, L.D.A

Topcon Positioning Belgium BV BA

Topcon Polska Sp Zo.o.

Topcon Ireland Medical

Topcon Positioning Systems,LLC.

Topcon Positioning Middle East and Africa FZE
Topcon Precision Agriculture Africa (Pty) Ltd.

EMEA (Europe, the Middle East, Africa)

Sweden
Finland
Finland

Italy
Italy
Italy
Italy
Italy
Italy

Portugal

Belgium
Poland
Ireland

Russia
UAE
South Africa

TOPCON CORPORATION

TOPCON YAMAGATA CO., LTD.
TOPCON OPTONEXUS CO., LTD.
TOPCON MEDICAL JAPAN CO., LTD.
TOPCON ESSILOR JAPAN, CO., LTD.
TOPCON POSITIONING ASIA CO., LTD.

TOPCON SOKKIA POSITIONING JAPAN CO., LTD.

TOPCONTECHNOHOUSE CORPORATION
TOPCON G.S. CORPORATION

Tokyo
Yamagata
Fukushima
Tokyo
Tokyo
Tokyo
Tokyo
Tokyo
Tokyo

The Americas

Topcon America Corporation
Topcon Medical Systems, Inc.
Topcon Healthcare Solutions, Inc.
Topcon Positioning Systems, Inc.
ClearEdge3D, Inc.

Topcon Solutions, Inc.

Topcon Advanced Biomedical Imaging Laboratory
Topcon Advanced Product Innovation Center

Tierra America, Inc.
Topcon Canada Inc.
Topcon Agriculture Canada, Inc.

The United States
The United States
The United States
The United States
The United States
The United States
The United States
The United States
The United States
Canada

Canada

APAC (Asia, Oceania)

Topcon Singapore Medical Pte. Ltd.
Topcon Singapore Positioning Pte. Ltd.
Topcon Instruments (Thailand) Co., Ltd.
Topcon Positioning Asia (Thailand) Co.,Ltd
Topcon Instruments (Malaysia) Sdn. Bhd.
Topcon Positioning Asia (Malaysia) Sdn. Bhd.
Sokkia Korea Co., Ltd.

Topcon Korea Medical Co.,Ltd.

Mehra Eyetech Pvt. Ltd.

Topcon Sokkia India Pvt. Ltd.

PT. Weeo Solutions Frontier

Singapore
Singapore
Thailand
Thailand
Malaysia
Malaysia
South Korea
South Korea
India
India

Indonesia

Topcon (Beijing) Medical Technology Co., Ltd.
NORAC Trading (Shanghai) Inc.

Shanghai Topcon-Sokkia Technology & Trading Co., Ltd.

Topcon Optical (Dongguan) Technology Ltd.
Topcon Optical (H.K.) Ltd.

Topcon Healthcare Solutions Australia Pty Ltd.
TPS Australia Holdings Pty Ltd.

Topcon Precision Agriculture Pty Ltd.

Topcon Positioning Systems (Australia) Pty Ltd.

China
China
China
China

Hong Kong

Australia

Australia

Australia

Australia
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Information

Corporate Profile and Stock Information

Number of Authorized Shares 160,000,000

Number of Shares 108,265,842

Issued and Outstanding  (including 2,970,058 shares of treasury stock)

Number of Shareholders 15,793

Stock Exchange Listing Prime Market, Tokyo Stock Exchange

Major Shareholders (s of March 31, 2023)

Number of Shareholding

Shareholder shares held ratio (%)
The Master Trust Bank of Japan, Ltd. 16,978,100 16.12
(Trust Account)
Custody Bank of Japan, Ltd.
(Trust Account) 10,110,500 9.60
Morgan Stanley MUFG Securities Co., Ltd. 4,277604 4.06
The Dai-ichi Life Insurance Company, Limited 4,038,000 3.83
THE BANK OF NEW YORK
MELLON 140051 2,989,800 2.83
TAIYO FUND, L.P 2,011,400 1.91
BNY GCM CLIENT ACCOUNT JPRD AC
ISG(FE-AC) 1,969,731 1.87
THE BANK OF NEW YORK
MELLON 140044 1,922,907 182
THE BANK OF NEW YORK
MELLON 140042 1611263 183
Sumitomo Mitsui Banking Corporation 1,464,492 1.39

*The Company’s holding of treasury stock (2,970 thousand shares of the total number of

issued shares) is not included in the above.

* Shareholding ratio is calculated by deducting the number of treasury stocks from total

shares issued.

Share Prices and Trading Volume

(Yen) .
2,500 Share Prices

Securities Code 7732
Number of Shares Per Unit 100

Transfer Agent for Sumitomo Mitsui Trust Bank, Limited
Common Stock 1-4-1, Marunouchi, Chiyoda-ku, Tokyo

Ordinary General June
Meeting of Shareholders

Breakdown by Type of Shareholders As of March 31, 2023

Japanese Individuals and Others Japanese Financial Institutions
including treasury Stocks
(including treasury ) 34.87%

12.78%

Number of
Shares Issued
and Outstanding

108,265,842
shares

Securities Firms
6.82%

Foreign Institutions Other Japanese
and Individuals Corporations
43.95% 1.54%
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FY2021

FY2022 FY2023

Corporate Profile (as of March 31, 2023)

=1
Corporate Name  TOPCON CORPORATION Paid-in Capital ¥16,780 million §_
@]
Topcon Group Consolidated subsidiaries 65 )
Headquarters 75-1, Hasunuma-cho, Itabashi-ku, Tokyo Equity method affiliates 9
174-8580, Japan
Employees 5,543 (consolidated)
Established September 1, 1932 718 (non-consolidated)
5}
B
o
j-
w
g
External Evaluations https:/avww.topcon.co.jpfinvest/awards/ (—Djn
o <
Inclusion in Index 2
7, "\ FTSE Blossom FTSE Russell
. Japan Sector .
(
# Relative Index FTSE Blossom Japan Sector Relative Index g
. 8
j‘
w
5
C
@
o
g
External evaluation of initiatives g
b =~ Ministry of Economy, Trade and Industr
(jg\) DXZJ>>712023 o Syt . Y Y
U Digital Transformation Okyo stock Exchange
DX Grand Prix 2023 Selected as a DX Stock for four consecutive years 0
C
Also chosen for the DX Grand Prix 2023 &
3
https://global.topcon.com/news/11304/ Q;i
F
]
‘oollh.. AAA
corporate Websites
T e — 2022 !"-‘f RYANBRSVHVYT
s Nikko Investor Relations Co.,Ltd HE
THE ROBOT AWARD All Markets Ranking in Japan 20225
o)
Received an award for excellence in the Selected as an AAA Website Awarded a Silver Prize in the %
Ninth Robot Awards program in All Markets Ranking, Gomez IR Site Overall Ranking 3
organized by the Ministry of Economy, N|kko.IR’s All \_Japanese Listed Companies’ for 2022 é
Trade and Industry and others Website Ranking for FY2022 https://www.gomez.co.jp/ranking/ir/
https://www.topcon.co.jp/news/12655/ (in Japanese) https://www.nikkoir.co.jp/news/uploads/nkir_press_2022.pdf (in Japanese)
(in Japanese)
Selected for the Japanese DesignToday 100 LS-2000 3D laser scanner
https://www.topcon.co.jp/news/12655/ (in Japanese)
Received the Minister of Economy, Trade and Industry Prize at the Sixth Development and spread of Optical Coherence ;2:
Japanese Medical Research and Development Awards Tomography (OCT) contributing to the early 3
. . )
https://www.topcon.co.jp/news/13145/ (in Japanese) detection of eye disease "6"
=
Received an award in the 2023 World Intellectual Property Organization Layout Navigator LN-100
(WIPO) Awards Program
https://www.topcon.co.jp/news/12676/ (in Japanese)
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