This document has been translated from the Japanese original for reference purpose only. In the event of any discrepancy between
this translated document and the Japanese original, the original shall prevail. The company assumes no responsibility for this
translation or for direct, indirect or any other forms of damages arising from the translation.

(Securities Code 4704)
March 4, 2020
Dear Shareholders

Shinjuku MAYNDS Tower
1-1,Yoyogi 2-chome, Shibuya-ku, Tokyo, Japan
TREND MICRO INCORPORATED

President and Representative Director: Eva Chen

NOTICE OF CONVOCATION OF
THE 31 ORDINARY GENERAL MEETING OF SHAREHOLDERS

Dear Sirs and Madams

Our 31% Ordinary General Meeting of Shareholders will be held as listed below. We hereby notify you of this and request
your attendance at the Meeting.
If you are unable to attend this Meeting, you may vote in writing or by electronic means (using the Internet or
other means) and we would be grateful if you could kindly review the following Reference Material for the
General Meeting of Shareholders and fill out the Voting Form enclosed herein with your decision. Please also
kindly return the said Form to us by no later than 5:30 p.m. on March 25, 2020, (Wednesday) or vote after
perusing the “Voting by Electronic Means” (ex. on the Internet) described hereafter (p.4).
1. Date and time:  10:00 a.m. on March 26, 2020 (Thursday)
2. Place: Ohgi, South Tower 4™ Floor, Keio Praza Hotel Tokyo

2-1, Nishi-Shinjuku 2-chome, Shinjuku-ku, Tokyo, Japan

3. Purpose:
Matters to be reported

1. Contents of the Business Report for the 31st year (January 1, 2019, to December 31, 2019), contents of the
consolidated financial statements and the audit reports by Accounting Auditors and the Corporate Auditors of
the consolidated financial statements

2. Contents of the unconsolidated financial statement for the 31st year (January 1, 2019, to December 31,
2019)

Matters for Resolution
Agenda :  Appropriation of retained earnings



4. Decision concerning Convocation of General Meeting of Shareholders:
The exercise of voting rights by proxy is limited to the case where another shareholder holding voting rights is delegated
as a proxy. Please note that submission of a document evidencing such proxy is required in this case.

° There is concern about the spread of new coronavirus infections. Shareholders who attend the General Meeting
of Shareholders are requested to check the status of infection and their physical condition as of the date of the
General Meeting of Shareholders, and take measures to prevent infection such as wearing masks. We may also
take measures to prevent infection at the meeting of shareholders, so we might need to ask for your cooperation.

° After the close of this General Meeting of Sharcholders, a session for reporting recent management is
scheduled to be held for approximately one hour at the same place. We ask you to kindly attend this session.

° Please be advised that due to unforeseen circumstances, including natural disasters, electric blackouts caused
by electricity circumstances and the spread of hew coronavirus infections, changes may be made to the proceeding
of this Meeting, or the session for reporting recent management may be cancelled.

° Of the documents that should be provided in this Notice of Convocation in accordance with the applicable
laws and regulations and Article 15 of the Articles of Incorporation, the “Notes to the Consolidated Financial
Statements” and “Notes to the Financial Statements” have been disclosed on the website of the Company
(https://www.go-tm.jp/invite) and therefore excluded from this Notice of Convocation.

These “Notes to the Consolidated Financial Statements” and “Notes to the Financial Statements” are included in
the consolidated financial statements and unconsolidated financial statements that are subject to the audit
performed by the Accounting Auditors and the Corporate Auditors in preparing their audit reports.

° In the event that the Reference Material and the Business Report, the unconsolidated financial statement and
the consolidated financial statements are amended, the amendments will be announced to shareholders on the
Company’s website (https://www.go-tm.jp/invite).



If you attend the General Meeting of Shareholders

10:00 a.m. on March 26, 2020 (Thursday)

(Reception is scheduled to start at 9:00am)

Date and time

We ask you to kindly submit the enclosed Voting Form to the reception of the Meeting.
In an effort to conserve resources, on the day of the General Meeting of Shareholders, please bring
with you this copy of Notice of Convocation The 31st Ordinary General Meeting of Shareholders.

If you will not attend the General Meeting of Shareholders

If you vote by mail

I .
— Deadline for the The mail must reach us by 5:30 p.m. on
| Exercise of

Voting Rights March 25, 2020 (Wednesday)

Please fill out the Voting Form enclosed herein with your decision and return the said Form to us no
later than the above-mentioned deadline.

If you vote by the Internet or by other means | For more details, please refer to the next page. |

Deadline for the

Exercise of 5:30 p.m. on March 25, 2020 (Wednesday)
Voting Rights

Please vote on the Internet by accessing the voting website no later than the above-mentioned
deadline.

D Website for exercising voting rights:_https://evote.tr.mufg.jp/

n In the event of any diverse exercise of voting rights, please notify the Company in writing regarding the matter and the

reason thereof not later than three days before the Meeting.



Voting by Electronic Means (ex. On the Internet)

If you vote by electronic means (such as on the Internet), please review the following matters.
If you attend the General Meeting of Shareholders, it is not necessary to vote by mail (on a voting form) or by
electronic means (such as on the Internet).

1. \oting website

(i) You can only vote on the Internet by accessing the voting website (https://evote.tr.mufg.jp/) from a PC,
Smartphone or mobile phone. (The website is unavailable from 2 a.m. to 5 a.m. every day.)
(ii) Voting from PC or Smartphone site may not be available depending on your Internet environment, such as

use of a firewall for Internet access, installation of anti-virus software, use of a proxy server or not to specify
TLS encrypted transmission.

(iii) To ensure security, you may not use products that do not support TLS encrypted transmission or mobile
phone information transmission.

(iv) We will accept votes submitted on the Internet until 5:30p.m. on March 25, 2020 but we would appreciate
your promptness in voting. Please contact the help desk if you have any questions.

2. How to vote on the Internet
(i) The voting method from PC / mobile phone
- Please follow the instructions on the voting website (https://evote.tr.mufg.jp/) to enter “for” or “against” using
the login ID and temporary password stated in the voting form.
- To prevent unauthorised access (impersonation) and tampering of votes by any third party, please note that you
will be required to change the temporary password on the voting website.
- We will inform you of your new login ID and temporary password for each General Meeting of Shareholders.
(i) The voting method from Smartphone
- By reading "QR code for login" stated in the voting form with the Smartphone, it is possible to connect
automatically to the voting website and exercise your voting rights. (No need to enter "Login ID" and "Temporary
Password".)
- From the security point of view, the exercise of voting rights by using the QR code is possible only once. After
the second time, even if you read the QR code, you will need to enter "Login ID" and "Temporary Password".
- There are times when you unable to login with QR code depends on a smartphone model. In case you unable to
login with QR code, please exercise your voting rights from PC or mobile phone method described in 2(i) above.
*QR code is the registered trademarks of DENSO WAVE INCORPORATED.

3. Handling of Voting Multiple Times
Q) If you vote both by mail and on the Internet, the vote on the Internet will be deemed to be valid.
(i) If you vote more than once on the Internet, the last vote will be deemed to be valid. If you vote from both
PC or Smartphone site and mobile phone site, the last vote will be deemed to be valid.

4, Expenses incurred by accessing the voting website
Please note that you will bear expenses such as Internet access fees and telephone charges incurred by accessing the
voting website. Please also note that you will bear expenses for the use of the mobile phone such as packet
communication fees and other charges.

5. Proxy Electronic Voting Platform
Registered Shareholders including standing proxies, such as master trust banks, who have applied to the 1CJ Proxy e-
Voting Platform Service (the Platform Service) offered by a joint venture established by the TSE, are entitled to utilize
the Platform service in addition to the electronic means for exercising voting rights of Shareholders at the Shareholders
Meeting as specified in the preceding articles.

For enquiries concerning the System:
Contact the help desk of Mitsubishi UFJ Trust and Banking Corporation, Corporate
Agency Division
+ Toll-free telephone number: 0120-173-027 (9 a.m. to 9 p.m.)




(Translation)
REFERENCE MATERIAL FOR THE GENERAL MEETING OF SHAREHOLDERS

Agenda and Reference Information

Agenda : Appropriation of retained earnings

While making efforts to strengthen our financial position and secure retained earnings in order to adjust ourselves
to a volatile business environment and maintain our competitiveness, we would continue to pay dividends on a
consolidated net income basis.

As for the basic dividend policy, we would like to pay year-end dividends at a target consolidated payout ratio of
70% based on the amount of the accounting net income attributable to owners of parent (hereinafter “consolidated
net income” for Agenda). However, costs including the amortization of goodwill and other items arisen from the
acquisition of the TippingPoint business during the 28th consolidated accounting period, which is not
accompanied by cash outflow, caused a decrease in “consolidated net income”. In view of this effect on dividends
paid, we would like to aim at the payout ratio of 70% on the basis of “consolidated net income” after adding back
the effect of the above amortization costs (after taking into consideration the deductible amount of amortization of
goodwill and other items for tax purposes).

Based on the above policy, we would like to pay year-end dividends as follows:

Matters concerning year-end dividends
(D) Type of dividend assets: cash
2) Matters concerning allocation of dividends to shareholders and the total amount of dividends:
160 yen per common share of the Company
Total amount:  22,263,575,840 yen
?3) Effective date for dividend of surplus:
March 27, 2020

Negative impact on consolidated net
income caused by costs including
amortization of goodwill arising from
acquisition of Tipping Point business

> 70%

*The assumed consolidated
payout ratio will exceed 70%.

100%




(Translation)
(Attachment)

Business Report

(From January 1, 2019 to December 31, 2019)

1. Business Review of Trend Micro Group

@ Qualitative Information on the Consolidated Business Results

During this term of fiscal year 2019, from January 1 to December 31, the world economy has been going through with various risks;
trade frictions between mainly U.S.-China, the impact of Brexit uncertainty, emerging countries economic slowdown concern, and
rising protests in Asia and geopolitical risks in Middle East, etc.

Though Japan economy has been on a moderate recovery trend continuously except showing weakness in as exports and
manufacturers, etc., it is still going through over concerns risks mentioned above world economic including trade friction, the
uncertainty of foreign economic situation, financial and capital markets fluctuations, geopolitical risks, etc.

In the worldwide Information Technology industry, corporates’ interests in new fields including 10T (Internet of Things) and Al
(Artificial Intelligence), etc. have been leading IT spending. In addition, new 5G networks will start to appear soon. It seems to be
expected increase more demand for cloud computing including server virtualization and related services from both home and abroad in
IT industry market. According to another report, worldwide IT spending will be estimated to reach into $3.9 trillion by the end of
2020.

In the cyber security industry, the General Data Protection Regulation (GDPR) has been in effect at last year. On the other hand,
multitude of cyber terrorism that targets specific national institutions, etc., a spate of identity theft in business classified information,
and targeted attacks including cryptocurrency drain in specific companies, organizations have been still coming across occasionally.
Moreover, there was a domestic issued has revealed that a job-hunting site to provide a wide range of employment information and
services to registered users had sold job-seeker-data without the clients’ consent. After such a recent high-visibility incident, it has
been required showing more rigorous approach to information management to the collection-side or between nations in classified
information. Such a new various threats as like ransomware, targeted to cryptocurrencies, 10T devices and environment, and
unauthorized access in cashless payment, etc. seem to be increasing in more from now on.

Under such environment, our group business conditions are as follows:

With regards to sales in Japan region, consumer business has increased because the sales in mobile channel shop performed well as the
same period in the previous year. In Enterprise business, strategic products line especially cloud related business showed large growth.
As a result, net sales for this period in Japan region amounted to 66,562 million yen (5.5% increase from the same period in the
previous year) increased to.

For North America region, in enterprise business, despite cloud related business showed growth, network security related business for
large enterprise has not been performed well this period due to decrease in large deals compare to the same period in the previous year.
As the result, sales for this period in North America region was 37,351 million yen (10.1% decrease from the same period in previous
year) decreased to.

In Europe region sales, mainly cloud related business showed substantial growth. In addition, traditional products sales were steady-
going. As the result, even if there was a big strong yen impact, net sales in this region were 29,033 million yen (2.3% increases from
the same period in previous year) in limited increase.

In the Asia Pacific region, strategic products line mainly network security related business and cloud related business showed
substantial growth. In addition, traditional products sales were also going well. Middle East area and Taiwan area have led this
region sales. As a result, in spite of strong yen impact, net sales for this period in Asia Pacific region amounted to 27,111 million yen
(18.0% increase from the same period in the previous year) with showing the highest double-digit growth rate in all region.

In the Latin America region sales, strategic products line including both cloud related business and network security related business
showed substantial growth in entire this region. In addition, traditional products sales showed steady going. As the result, in spite of

strong yen impact, net sales in this region were 5,135 million yen (16.6% increases from the same period in previous year) with a
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double-digit growth rate.
As a result, the consolidated net sales for entire year of fiscal year 2019 amounted to 165,195 million yen (3.0% increase from the

same period in previous year.)

Cost of sales and operating expenses totaled 127,509 million yen (2.4% increase from the same period in previous year.) In spite of a
decrease caused by stock price fluctuation in virtual share bonus plan, this increase were mainly increase in people costs due to staff up
and significant increase in outsource fee to consignee for good sales of consumer business at mobile channel shop, etc. As a result,
consolidated operating income for this period was 37,686 million yen (5.2% increase from the same period in previous year) increased
to.

Against the forecast of financial results for the fiscal year ending December 31, 2019, which were announced on February 14, 2019,
North America region’s sales has been dropped significantly more than our lower expectation due to decrease in large deal. On the
other hand, enterprise sales in both Asia Pacific region and Latin America region and consumer business sales in Japan region have
been better than we expected. In spite of those region’s sales could mostly cover to North America region’s sales, year-end sales for
fiscal year 2019 fell short in meeting our original guidance due partly to strong yen impact over our expectation. On the other hand,
cost in decrease than expectation with mainly people costs, operating income has been almost as expected.

The consolidated ordinary income for this period was 39,139 million yen (5.2% increase from the same period in previous year.) Due
to increase tax burden for significant decrease in stock option exercise by directors of US subsidiaries, etc., the net income attributable

to owners of the parent for this period was 27,946 million yen (1.3% decrease from the same period in previous year) as slight decrease.

Operating income based on Pre-GAAP (revenue before adjusting deferred revenue, etc.) serves as the important annual management
indicators for our company. It for this period was 48,329 million yen, an increase of 4,127 million yen (9.3% increase from the same
period in previous year.)

This increase was caused by Pre-GAAP growth in excess of cost of sales and operating expenses growth including people costs

increase mainly due to prior speculative staff up.

2 Capital Expenditure

The total amount of capital expenditure for the current period was 4,034 million yen, which was invested mainly in the
development of new technologies and acquisition of instruments necessary to rationalize the basic operation systems
including servers, PCs and peripheral devices.

3) Financing
There are no special instances.

4 Issues to Deal With

In the cyber security industry which our group belongs to, there have been not only existed security venders as our direct competitors,
but also new vendors joining by recent M&A or acquisition from other industries and new entries, etc. They have been encouraging
market competitions both domestic and overseas. Such a consolidation and new entries are now too fluid to foresee the future
direction of this business and their presence in the computer security market will make the competition in the market more intense. In
addition, under the facing an age of 10T, the cyber security industry has been constantly being required to make appropriate provision
for the safety of both ginormous and significant data and infrastructure, the implementation of Al technology to security, and managed
security services to set and operate various right products in the right place, etc. with perceiving alteration in both environment and
user behavior.

In response to such intense competition and changes in the market, our group is enhancing our wide range of technologies to better
combat the latest web threats, which evolve from day to day, through a number of acquisitions. With those a series of acquisitions and
organically grown technology, our group has taken the lead over other competitors in creating cloud based security solution. Our core
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technology, SPN provides a wide variety of products and services which achieve cloud computing security with correlation analysis for
various threats.

For achieving our vision: A world safe for exchanging digital information, as threat defense experts, our group will advance our
multilayered “XGen™ security” approach, a blend of cross-generational proven threat defense techniques including advanced
technology as Al, web and mail reputation, behavior monitoring, machine learning, etc.

In addition, we will deploy a new concept “X Detection & Response (Trend Micro XDR)” to resolve ever-changing issues with.
Trend Micro XDR is a concept for detection and response across a wide range of plural security layers by crossing (X) organizations.
Based on threat intelligence that we have cultivated, it can provide to extend detection and response to offer broader visibility and
expert security analytics, leading to more detections and an earlier, faster response.

We can achieve to offer higher value-added security solutions with Trend Micro XDR. At the same time, we will aim to achieve
sustainable long-term growth with maintaining a stable financial foundation.

(5) Business Results and Changes in Financial Conditions

Fiscal Year | The 28" Term ended | The 29" Term ended | The 30" Term ended | The 31 Term ended
Item December 2016 December 2017 December 2018 December 2019
Net Sales 131,936 148,811 160,410 165,195
(millions of yen)
Ordinary Income 35,138 37,035 37,190 39,139
(millions of yen)
Net Income
Attributable 24,651 25,691 28,314 27,946
to Owners of Parent
(millions of yen)
Net Income per 179.63 187.01 204.38 200.94
Share (in yen)
Total Assets
(Note) 308,537 331,157 346,161 359,710
(millions of yen)
Net Assets 166,471 177,077 187,083 187,425
(millions of yen)
(Note)

The company has applied the “Partial Amendments to Accounting Standard for Tax Effect Accounting”
(ASBJ Statement No. 28, February 16, 2018) effective from the beginning of the fiscal year ended December
31, 2019. Accordingly, the amount of total assets for the fiscal year ended December 31, 2018, has been
retrospectively adjusted using figures that reflect the application of the aforementioned standard, etc.



(6)

Status of Important Subsidiaries

Company Name Capital Shareholding Ratio Primary Business
Trend Micro Incorporated 212’500.’000 Provision of development and
. New Taiwan 100% .
(Taiwan) other services
dollars
Trend Micro Incorporated 477,250.67 100% Development and sale of security-
(US.A) U.S. dollars ° related products
Trend Micro Australia Pty. Ltd. 150,000 100% Development and sale of security-
(Australia) Australian dollars ° related products
Trend Micro (EMEA) Limited 21,372,061.63 100% Sale of security- related products
(Ireland) euros
(Notes) 1. The consolidated financial statements cover all subsidiaries and affiliated companies except two non-

consolidated subsidiaries, which consist of 39 consolidated subsidiaries including the aforementioned four

important subsidiaries and one equity method affiliate.

2. There are no subsidiaries that fall under specific wholly owned subsidiaries.

()

Primary Business of the Group

Development and sale of security-related software for computers and the Internet

(®)

Head Office:
Branch Offices:

Primary Offices of the Group

Shibuya-ku, Tokyo

Osaka Office (Yodogawa-ku, Osaka)
Fukuoka Office (Hakata-ku, Fukuoka)
Nagoya Office (Naka-ku, Nagoya)

Trend Micro Incorporated (Taiwan)

Trend Micro Incorporated (U.S.A.)

Trend Micro Australia Pty. Ltd. (Australia)
Trend Micro (EMEA) Limited (Ireland)

Overseas Subsidiaries:

9 Employees
Name of Divisions Number of Employees

Sales Division 1,813
Marketing Division 354
Product Support Division 1,418
Research and Development Division 2,242
Administration Division 1,027

Total 6,854




2. Status of Shares of the Company

(&) Total Number of Shares Authorized to be Issued by the Company:
250,000,000 shares
2 Total Number of Outstanding Shares:

139,147,349 shares (excluding treasury stock of 1,365,655 shares)

3) Number of Shareholders: 10,509
(@) Top 10 Shareholders:
Name of Shareholders Number of Shareholding Shareholding Ratio (%)

The Master Trust Bank of Japan, Ltd. (Trust Account) 25,606,500 18.40
Japan Trustee Services Bank, Ltd. (Trust Account) 12,969,700 9.32
Chang, Ming-Jang 5,367,000 3.85
Trueway Company Limited 5,232,500 3.76
Credit Suisse AG 4,464,700 3.20
e e s B L6 G
GIC PRIVATE LIMITED-C 3,369,300 2.42
SMBC Nikko Securities Inc. 3,100,000 2.22
Japan Trustee Services Bank, Ltd. (Trust Account 9) 2,413,500 1.73
The Bank of New York Mellon (International) Limited 2 118.200 152

131800

(Notes) 1. Trueway Company Limited, which listed in the Top 10 Shareholders, does not hold any of the Company's
shares in the shareholder registry. The above number of shares held is the number of shares held under the
name NOMURA SINGAPORE LIMITED CUSTOMER SEGREGATED A/ C FJ-1309.

2. The Shareholding Ratio is calculated excluding treasury stock (1,365,655 shares).




3. Matters Concerning Stock Acquisition Rights etc. of the Company
(&) Status of Stock Acquisition Rights held by Directors at the End of the Current Term

Thirty-third Series

Thirty-fourth Series

Thirty-fifth Series

Date of resolution of the
issue

December 22, 2015

September 14, 2016

December 7, 2017

to stock acquisition rights

Category Director (Note) Director (Note) Director (Note)
Number of holders 4 3 4
Number of shares subject 107,800 86,200 120,000

Type of shares subject to
stock acquisition rights

Common Stock

Common Stock

Common Stock

Issue price per stock
acquisition right

Without consideration

Without consideration

Without consideration

Exercise price per share at
the exercise of rights

4,690 yen

3,545 yen

6,430 yen

Exercise period

January 11, 2021

September 29, 2021

December 22, 2022

Conditions for exercise of
stock acquisition rights

(Note 2)

(Note 2)

(Note 2)

Thirty-sixth Series

Thirty-seventh Series

Date of resolution of the
issue

December 3, 2018

December 3, 2019

to stock acquisition rights

Category Director (Note) Director (Note)
Number of holders 3 3
reqition ighs 900 900
Number of shares subject 90,000 90,000

Type of shares subject to
stock acquisition rights

Common Stock

Common Stock

Issue price per stock
acquisition right

Without consideration

Without consideration

Exercise price per share at
the exercise of rights

6,280 yen

5,790 yen

Exercise period

December 18, 2023

December 18, 2024

Conditions for exercise of
stock acquisition rights

(Note 2)

(Note 3)

(Note) Outside Directors and Corporate Auditors of the Company do not hold stock acquisition rights at the end of

the current term.




(Note 2)

Essential Conditions for Exercise of Stock Acquisition Rights

(a) A holder of stock acquisition rights may exercise his/her stock acquisition rights only if the holder continues to be
in a position as a director, auditor, employee, secondee or adviser of the Company or a subsidiary of the Company
(hereinafter in this item referred to as the “previous position™) until the time when the holder wants to exercise
his/her stock acquisition rights. If a holder of stock acquisition rights loses the previous position, the holder may
exercise his/her stock acquisition rights within 45 days from the date on which the holder loses his/her previous
position. When a holder of stock acquisition rights loses his/her previous position due to physical disability or other
similar cause, the holder may exercise his/her stock acquisition rights within six months from the date on which the
holder loses his/her previous position. If the provisions of this paragraph conflict with any compulsory provisions
applicable in the country of residence of the holder, this paragraph shall not apply to the extent that such conflict
arises.

(b) When a holder of stock acquisition rights dies, his/her heir may exercise the relevant stock acquisition rights
within six months from the date on which the holder died only if the heir completes the procedures for the
inheritance of stock acquisition rights as stipulated by the Company. If the provisions of this paragraph conflict with
any compulsory provisions applicable in the country of residence of the holder, this paragraph shall not apply to the
extent that such conflict arises.

(c) If stock acquisition rights are pledged or any security interest on the stock acquisition rights is established, the
holder of the relevant stock acquisition rights may not exercise the same.

(Note 3)

Essential Conditions for Exercise of Stock Acquisition Rights

(a) A holder of stock acquisition rights may exercise his/her stock acquisition rights only if the holder continues to be
in a position as a director, auditor, employee, secondee or adviser of the Company or a subsidiary of the Company
(hereinafter in this item referred to as the “previous position™) until the time when the holder wants to exercise
his/her stock acquisition rights. If a holder of stock acquisition rights loses the previous position, the holder may
exercise his/her stock acquisition rights within 45 days from the date on which the holder loses his/her previous
position. When a holder of stock acquisition rights loses his/her previous position due to physical disability or other
similar cause, the holder may exercise his/her stock acquisition rights within six months from the date on which the
holder loses his/her previous position. In addition, unless the holder is a director or corporate auditor of the
Company, the Company may, at its sole discretion, determine how long the holder may exercise his/her stock
acquisition rights from the date on which the holder loses his/her previous position. If the provisions of this
paragraph conflict with any compulsory provisions applicable in the country of residence of the holder, this
paragraph shall not apply to the extent that such conflict arises.

(b) When a holder of stock acquisition rights dies, his/her heir may exercise the relevant stock acquisition rights
within six months from the date on which the holder died only if the heir completes the procedures for the
inheritance of stock acquisition rights as stipulated by the Company. If the provisions of this paragraph conflict with
any compulsory provisions applicable in the country of residence of the holder, this paragraph shall not apply to the
extent that such conflict arises.

(c) If stock acquisition rights are pledged or any security interest on the stock acquisition rights is established, the
holder of the relevant stock acquisition rights may not exercise the same.



2 Status of Stock Acquisition Rights Granted in the Current Term for Directors and employees of
subsidiaries of the Company

Thirty-seventh Series

Date of resolution of the issue December 3, 2019

Number of Directors and employees of subsidiaries of the
Company holding stock acquisition rights 10
(excluding Directors and employees of the Company)

Number of stock acquisition rights 2,250

Number of shares subject to stock acquisition rights 225,000

Type of shares subject to stock acquisition rights Common Stock
Issue price per stock acquisition right Without consideration
Exercise price per share at the exercise of rights 5,790 yen

From December 19, 2019

Exercise period to December 18, 2024

Conditions for exercise of stock acquisition rights (Note)

(Note) Please refer to (Note 3) under “(1) Status of Stock Acquisition Rights held by Directors at the End of the
Current Term” in the previous pages.



3) Other Important Matters concerning Stock Acquisition Rights
Status of Stock Acquisition Rights held by Employees of the Company, and Directors and employees of subsidiaries of
the Company at the end of the current term

Thirty-third Series Thirty-fourth Series Thirty-fifth Series
:z::z of resolution of the December 22, 2015 September 14, 2016 December 7, 2017
Directors and employees of | Employees of the Company, | Directors and employees of

Category subsidiaries of the Directors and employees of subsidiaries of the

Company subsidiaries of the Company Company
Number of stock 1,144 9,739 2,250
acquisition rights
Number of shares subject 114,400 973,900 225,000
to stock acquisition rights
Type of shgr_e_s SUb.JeCt to Common Stock Common Stock Common Stock
stock acquisition rights
Issue_ pr!ce p_er stock Without consideration Without consideration Without consideration
acquisition right
Exercise price per share at
the exercise of rights 4,690 yen 3,545 yen 6,430 yen
Exercise period January 11, 2021 September 29, 2021 December 22, 2022
Conditions for exercise of
stock acquisition rights (Note 1) (Note 1) (Note 1)

Thirty-sixth Series Thirty-seventh Series
!Date of resolution of the December 3, 2018 December 3, 2019
issue
Directors and employees of | Directors and employees of

Category subsidiaries of the subsidiaries of the

Company Company
Number of stock 2,250 2,250
acquisition rights
Number of shares subject 225,000 225,000
to stock acquisition rights
Type of shgr_e_s SUb.JeCt to Common Stock Common Stock
stock acquisition rights
Issue_ pr!ce p_er stock Without consideration Without consideration
acquisition right
Exercise price per share at
the exercise of rights 6,280 yen 5,790 yen
Exercise period December 18, 2023 December 18, 2024
Conditions for exercise of (Note 1) (Note 2)

stock acquisition rights
(Notes) 1. Please refer to (Note 2) under “(1) Status of Stock Acquisition Rights held by Directors at the End of the
Current Term” in the previous pages.

2. Please refer to (Note 3) under “(1) Status of Stock Acquisition Rights held by Directors at the End of the
Current Term” in the previous pages.
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4, Matters Concerning Directors and Corporate Auditors of the Company

(&) Directors and Corporate Auditors
(As of December 31, 2019)
Title and Responsibilities . .
Name at the Company and the Group Significant Concurrent Positions
Chang Ming-Jang Chairman and Representative Director
Eva Chen President and Representative

Mahendra Negi Executive Vice President and

Akihiko Omikawa / General Manager Japan, Global

Director / CEO of Trend Micro Group

Representative Director / CFO of Trend
Micro Group

Executive Vice President and Director

Consumer Business / General
Manager, 10T Business Promotion

Wael Mohamed Director

Ikujiro Nonaka Director Professor Emeritus, Hitotsubashi University
Graduate School of International Corporate
Strategy

Tetsuo Koaa Director Outside Director of HITO-Communications

g Holdings Inc. / Outside Director of Asahi

Net, Inc.

Masaru Sempo Full-time Corporate Auditor

Fumio Hasegawa Corporate Auditor

Yasuo Kameoka Corporate Auditor Chief Director and Senior Partner of Taiko
Audit Corporation

Koji Fujita Corporate Auditor

Attorney at Law, Okuno & Partners foreign
law joint enterprise / External Director of
IRISO ELECTRONICS CO.,LTD.

(Notes) 1.

Our officers consist of eleven (11) members, seven (7) Directors and four (4) Corporate Auditors, of

which, one (1) is female and ten (10) are males as of December 31, 2019. The female officer is the

President and Representative Director.
Mr. Ikujiro Nonaka, Director, and Mr. Tetsuo Koga, Director, are an Outside Directors under Article 2,
item 15 of the Companies Act.

All four Corporate Auditors are Outside Auditors under Article 2, item 16 of the Companies Act.

Mr. Masaru Sempo, Corporate Auditor, has many years of experience in accounting and management
matters. Mr. Fumio Hasegawa, Corporate Auditor, has many years of experience in finance and
accounting matters. Mr. Yasuo Kameoka, Corporate Auditor, is a qualified and experienced certified
public accountant. Mr. Koji Fujita, Corporate Auditor, is an attorney with experience in corporate
rehabilitation and corporate legal affairs. All have appropriate knowledge regarding finance and
accounting matters.

The Company has designated all Outside Directors and all Outside Corporate Auditors as independent
director/corporate auditors upon whom the Tokyo Stock Exchange imposes the obligation of designation,
and who are unlikely to cause conflicts of interest with general shareholders, and it has filed such
designation with the said Exchange.




2 Summary of Limited Liability Agreement

As long as Outside Directors and Outside Corporate Auditors perform their duties in good faith and without gross
negligence with respect to the liabilities set forth in Article 423, paragraph 1 of the Companies Act, Outside Directors,
full-time Outside Corporate Auditors and part-time Outside Corporate Auditors shall, in accordance with the limited
liability agreement executed between the Company and them, be liable for up to 16 million yen, 10 million yen and 4.8
million yen, respectively, or the minimum liability amount prescribed by laws and regulations, whichever of these
amounts is the higher.

3) Remuneration, etc. Paid to Directors and Corporate Auditors

Category

Number of
Persons

Amount of Remuneration

Remarks

Two (2) Outside Directors received 16 million

Directors 7 477 (millions of yen) (Note) yen
Corporate - All four (4) Corporate Auditors are Outside
Auditors 4 24 (millions of yen) Corporate Auditors.

(Note) Remuneration of Directors (except Outside Directors) include 111 million yen for stock options, 16million
yen for PBS and 122million yen for TBS. For more information about PBS and TBS, please see the next

page.




(4)

Based on the details approved at the 29th General Shareholders Meeting held on March 27, 2018, the remuneration of
the Company's directors has been granted within the range of 1 billion yen per year (including outside directors within 20
million yen per year) in the configuration shown in the table below.

After consulting the Nomination / Remuneration Advisory Committee regarding the ratio of remuneration of internal
directors , 1.Basic remuneration, 2.Stock options, and 3.CPU award (refer to The bellowing table) are designed to be
approximately one-third in monetary terms at the time of grant.

This is intended to increase the willingness to contribute to medium- to long-term performance improvement by
changing the majority of compensation to a variable system that is linked to stock prices or performance rather than fixed.

The amount of internal directors' remuneration is determined at the Board of Directors Meeting after consulting with the
Nomination and Remuneration Advisory Committee and taking into account performance, remuneration rates in overseas
and Japanese markets, and average salaries of employees.

The amount of internal directors' remuneration is approximately 150 million yen per person as converted to the amount
at the time of grant. It is managed that there is no difference between the internal directors (Eva Chen, Mahendra Negi,
Akihiko Omikawa) and the senior executives.

The reason for this is that everyone runs the company as a team, and everyone enjoys the results and takes responsibility
for the results.

The remuneration policy for Directors

Internal Director Compensation Structure

Type Grant \]{th%k;lse Incentive Limit
1 Basic remuneration Cash - Basic remuneration -
Stock acquisition
right
* A fair valuation Performance linked
2 Stock Option (Black-Scholes Stock price | (long-term), stock /280‘000 shares
- g . year
model) is used for price incentive
remuneration
conversion
Performance-based
CPU awards (PBS)
*Performance- .
Stock price .
3(1) | Cash Phantom Unit based type that can Cash Pre-GAAP Performance linked
Award (CPU Award) be ex_e_rmsed on margin (short term)
* Grants the right to condition that the
receive cash calculated | Performance 75,000 shares
based on the average | {arget(*1) equivalent
market value of the - lyear
Company's common | Time Base CPU
stock over a certain Award (TBS) Performance linked
period of time Time-based type , (long-term), stock
3(2) that can be Cash Stock price . e
. price fluctuation
exercised risk
periodically after
grant
Total Within 1 billion
yen /year

(*1) Performance target: Pre-GAAP margin increases by more than 500 million yen from the same period of the previous
fiscal year. Pre-GAAP margin means operating profit after deducting prescribed operating expenses, product
development expenses, selling and general administrative expenses, depreciation expenses, acquisition and
integration expenses, intangible asset depreciation expenses, and other expenses.



(5) Matters concerning Outside Directors and Outside Corporate Auditors

(i) Relationships between the Company and other companies where Outside Directors or Outside Corporate Auditors
hold a concurrent position
The Company does not have any special relationships with any of the companies where Outside Directors and
Outside Corporate Auditors hold a concurrent position.

(ii) Principal activities of Outside Directors and Outside Corporate Auditors during the current term

Name Attendance and Comments at the Meetings of the Board of Directors
and the Meetings of the Board of Corporate Auditors
Ikujiro Nonaka Attended all 8 meetings of the Board of Directors (100%). He made comments as
(Director) needed based on his expert knowledge on management theory.
Tetsuo Koga Attended all 8 meetings of the Board of Directors (100%) held since he took office as a
(Director) Director. He made comments as needed based on his expert knowledge of real industry.
Masaru Sempo Attended all 8 meetings of the Board of Directors (100%) and all 13 meetings of the
(Full-time Corporate Board of Corporate Auditors (100%). He raised questions or expressed opinions when
Auditor) necessary in order to ensure the validity and appropriateness of decisions made at the
meetings of the Board of Directors and at the meetings of the Board of Corporate
Auditors based on his experience in accounting and management matters over the years.
Fumio Hasegawa Attended 7 of 8 meetings of the Board of Directors (87.5%) and 11 of 13 meetings of
(Corporate Auditor) the Board of Corporate Auditors (84.6%). He raised questions or expressed opinions
when necessary in order to ensure the validity and appropriateness of decisions made at
the meetings of the Board of Directors and at the meetings of the Board of Corporate
Auditors based on his experience in finance and accounting matters over the years.
Yasuo Kameoka Attended all 8 meetings of the Board of Directors (100%) and all 13 meetings of the
(Corporate Auditor) Board of Corporate Auditors (100%). He raised questions or expressed opinions when
necessary in order to ensure the validity and appropriateness of decisions made at the
meetings of the Board of Directors and at the meetings of the Board of Corporate
Auditors mainly based on his expert knowledge as a certified public accountant.
Koji Fujita Attended all 8 meetings of the Board of Directors (100%) and 11 of 13 meetings of the
(Corporate Auditor) Board of Corporate Auditors (84.6%). He raised questions or expressed opinions when
necessary in order to ensure the validity and appropriateness of decisions made at the
meetings of the Board of Directors and at the meetings of the Board of Corporate
Auditors mainly based on his expert knowledge as an attorney.




5. Status of Accounting Auditor

(&) Name of Accounting Auditor of the Company
KPMG AZSALLC
2 Remuneration, etc. Paid to Accounting Auditor
(Millions of yen)
(i)  Amount of fees and charges paid to accounting auditors for the term under review 87
(i)  Total amount of cash and other financial benefits payable by the Company and its 87
subsidiaries

(Notes) 1. As the audit fees under the Companies Act and those under the Financial Instruments and Exchange Act
are not separated for the purpose of the audit contract executed between the Company and the accounting
auditors and are impractical to separate, the amount specified in (i) above is indicated as the total amount
of audit fees payable under both laws.

2. Three of the important subsidiaries of the Company are audited by certified public accountants or audit
corporations other than the Accounting Auditor of the Company (including qualified persons equivalent
thereto in foreign countries).

3) Reasons for Agreement to the Amount of Remuneration, etc. to be Paid to Accounting Auditor

The Board of Corporate Auditors has decided to agree on the amount of remuneration, etc. to be paid to the Accounting
Auditor, after conducting necessary assessment with regard to the content of its audit plans the execution status of the
accounting audits, and the calculation basis of the remuneration amount.

4 Policies Regarding Decisions on the Dismissal or Non-reappointment of Accounting Auditor

In the event that the Accounting Auditor is deemed to fall under any of the items prescribed in Article 340, paragraph 1 of
the Companies Act, the Board of Corporate Auditors shall, pursuant to the unanimous consent of Corporate Auditors,
dismiss the Accounting Auditor.

In addition to the above, in the event that it is deemed difficult for the Accounting Auditor to appropriately carry out its
duties, or in consideration of the execution status of its duties, etc., the Board of Corporate Auditors shall, in accordance
with Article 344, paragraphs 1 and 3 of the Companies Act, propose the dismissal or non-reappointment of the
Accounting Auditor as an agenda item at a general meeting of shareholders for resolution.
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(4)

Systems and Policies of the Company
Basic Policies of the Systems to Ensure the Appropriateness of Operations of the Company’s Directors and
the Outline of said System’s Operation Status

System for the storage and control of information on the execution of our Directors’ duties

Any information on the execution of our Directors’ duties shall be stored and controlled in proper, assured and
highly retrievable conditions depending on storing medium in accordance with the Confidential Information
Control Rules, the Detailed Regulations on Confidential Information Management and Operation, and other
internal regulations. It shall be ensured that our Directors and Corporative Auditors access such information at
any time. A storage period shall be the period set forth in the Document-Handling Rule.

The protection and storage of information under the information system shall be as set forth in the Information
Security Policy (Global Policy).

Our regulations and other system for the control of the risk of loss

The Company shall be aware of the risks that come with our products and services, and with the Company’s
infrastructure arising in the course of the execution of our business. The Company shall, therefore, establish a
system to properly grasp and control such risks by appointing a person in charge for the proper administration of
each occurrence of the risks.

The Company shall establish a risk-management department and a compliance security committee with one of
our Representative Directors as a chairperson to supervise the compliance and risk control system.

Any divulgation, theft, loss, corruption, interpolation and the like of information would cause the Company to
suffer enormous damage and a loss of credibility. Therefore, the Company shall control such risks in accordance
with the provisions of the Information Security Policy (Global Policy), the Confidential Information Control
Regulations, the Risk Management Guideline, the Personal Information Protection Manual and the like.

In the event an unforeseen contingency occurs, the Company shall establish a crisis team (or a SWAT team) with
our Director in charge of the Japan Region as a risk manager to move quickly on the situation, and shall establish
a system to prevent and minimize additional damage, including damage to our clients.

System to ensure the efficient execution of our Directors’ duties
As a basis for a system to ensure the efficient execution of our Directors’ duties, a meeting of the Board of

Directors shall be held at least once every three months, and in a timely manner from time to time if necessary.
Any important matters relating to the Company’s management policies and strategies shall be determined making
reference to the results of an Executive Meeting and a periodical Budget Review Process.

In order to execute the Company’s operations based on the resolutions of our Board of Directors, each person in
charge of respective operations, his or her responsibilities, and the details of execution procedures shall be named
and set forth in an administrative authority rule, a rule on our executives and the like.

System to ensure that the execution of the duties of the Directors and employees of the Company and the
director and employees of our subsidiaries comply with relevant laws and regulations and the Articles of
Incorporation

As the basis of the compliance system of each of our group companies, a Code of Conduct, Regulations on
Insider Trading and the like shall be established. In order to confirm the implementation of the Code of Conduct,
an acknowledgement research shall be carried out to all the directors and employees of our group companies
every year.

In addition to the above, if necessary, each department shall establish a guideline and the like, and give training
for the said purpose.



i)
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The Company shall establish a compliance security committee with a Representative Director as a chairperson
to maintain and improve the internal control system.

Each of our group companies shall appoint an internal control manager responsible for facilitating the internal
control system, and from time to time, other persons for practical activities under the internal control manager.

Any Director of the Company or director of our group companies who has discovered a material illegal act or a
compliance-related important fact in any of our group companies shall immediately advise any of the Corporate
Auditors thereof, and shall also report it at a meeting of the Board of Directors without delay.

In accordance with the Whistle-blowing Report Procedures, which regulate an internal notification and
reporting system regarding any illegal acts and other compliance-related matters, the Human Resources Division
and the Internal Audit Department shall take the initiative as responsible departments. The Internal Auditor shall
summarize the fact(s) so reported by sorting out the existence or non-existence and details thereof to report the
results to the CEO, CFO and Corporate Auditors every quarter. Provided, however, that he or she shall report
every urgent matter to them every time when it occurs.

Any of our Corporate Auditors may offer an opinion and request the Company to establish remediation
measures in cases where he or she considers that there is a problem with the compliance system and/or the
operation of the Whistle-blowing Report Procedures of any of our group companies.

System to ensure the proper operations of the corporate group consisting of the Company and its

subsidiaries

In order to ensure the proper operations of our group companies, the Company shall apply the Code of Conduct
and the Whistle-blowing Report Procedures to all group companies including the Company, and shall require
each of the group companies to grasp any risks related to the execution of the operations, and to establish and
periodically confirm a system to control such risks depending on the scale and nature of the respective operations,
in accordance with an affiliate companies administration rule.
In order to carry out the management control, the Company shall establish a rule on our executives, the affiliate
companies administration rule, a Finance Control and Approval and Signature Authority to control the
management of the subsidiaries through a system in which they shall request our decisions on certain matters or
make reports to us, and through monitoring the management of the subsidiaries at every executive meeting, or in
the course of a periodical Budget Review Process.
Any Director of the Company or director of our subsidiaries who has discovered any illegal act, compliance-
related material matter, or other fact of concern in terms of our risk management, regarding our group companies,
he or she shall immediately report it to our Corporate Auditors and Board of Directors.

In order to ensure reliability for the financial reports of the Company and our group companies, the internal
control system shall be extended to cover the financial reports.

Any director of our subsidiaries who considers the management control and guidance of the Company to be
illegal or have a problem in terms of compliance shall advise our Board of Directors and Corporate Auditors of
that effect.

Upon receiving such report, our Corporate Auditors may offer an opinion to the Board of Directors, and require
the Board of Directors to establish remedial measures.

The Internal Auditor shall from time to time visit any of our subsidiaries to perform monitoring of all the angles
of situations of the subsidiary’s operations.

Our Corporative Auditors shall visit any of our subsidiaries if necessary to investigate the business and financial
conditions of the subsidiary.
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Matters regarding an employee(s) that any of our Corporate Auditors requires the Company to appoint
to assist the Corporate Auditor’s duties, and matters regarding the independence of such employee(s) from
our Directors, and matters regarding the ensuring of the effectiveness of instructions to such employee(s)

In the event that any of our Corporate Auditors requires the Company to appoint an employee(s) (hereafter
referred to as “Auditor’s Staff”) to assist his or her duties, the Company shall arrange proper personnel after
consulting with the Corporate Auditor to determine the required number, qualification and the like.

The Company shall determine the personnel change, evaluation and others of the Auditor’s Staff assigned,
respecting the Corporate Auditor’s opinion, and shall secure independence from our Directors.

If necessary, any of our Corporate Auditors may instruct any of our employees to do an audit of a specific
matter after notifying his or her immediate manager. In this case, the employee who has received the
instructions shall make a report on such business to the Corporative Auditor, regardless of the ordinary reporting
line.

The Directors and employees of the Company and the directors and employees of our subsidiaries shall
cooperate in the effort to improve the audit environment in which the Auditor’s Staff can conduct his or her
business smoothly.

System for the Directors and employees of the Company and the directors and employees of our
subsidiaries, or for the persons who have received reports from them to give their reports to any of the
Corporate Auditors, and a system to ensure that the persons who have given their reports are not
unfavourably treated on grounds that they have given such reports.

Our Directors shall give a report of the following to our Corporate Auditors:

(a) Such matters as resolved at an Executive Meeting;

(b) Such matters as may cause substantial damage to the Company;

(c) Such important matters as may have an effect on our management;

(d) Such important matters as may have an effect on our internal control auditing, organization and practice and
our risk management;

(e) Acts in material violation of laws and regulations or the Articles of Incorporation;

(f) Such matters as a change in, or the introduction of a type of, our accounting policies; and

(g) Other important matters from compliance.

In the event any employee of the Company and our subsidiaries finds any of the material facts referred to in sub-

items (b), (d), (e) and (g) above, he or she may directly advise any of our Corporate Auditors of such fact.

The Company shall secure a proper reporting system to timely advise any of our Corporative Auditors of illegal
acts and other compliance matters by properly applying the Code of Conduct and the Whistle-blowing Report
Procedures to the Company and all our group companies.

The Company shall provide in the Whistle-blowing Report Procedures that the Company shall handle all reports
so received carefully and shall make every effort to keep the identities of those who have given such reports
confidential. In addition, the Company shall specify therein that they shall not be unfavourably treated.

Such matters as the procedures for advance payment for, or reimbursement of the cost arising from the
execution of our Corporative Auditors’ duties, and such matters as the policies to cope with other cost and
obligations arising from such execution of their duties

In cases where any of our Corporative Auditors considers necessary to execute his or her duties, he or she may
seek the opinions of outside specialists such as lawyers, certified public accountants and the like. He or she may
demand to the Company advance payment or reimbursement of the cost necessary for the execution of the
Corporate Auditor’s duties.
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Other systems to ensure our Corporative Auditors’ effective audit
Any of our Representative Directors shall provide opportunities to exchange opinions with our Corporate
Auditors periodically for better communication, and also provide opportunities for our Corporative Auditors to
hear opinions from our employees on their work if necessary to promote our Corporative Auditors’ better
understanding of the content of our business activities.

The Internal Audit Department that has charge of internal audit shall consult, engage in exchanges of views,
share information, and maintain close contact with our Corporative Auditors

Our Directors shall ensure opportunities for our Corporate Auditors to attend not only a meeting of the Board of
Directors, but also other important meetings such as the Compliance Security Committee, Executive Meetings
and the like in order to grasp our important processes for making various decisions as well as the actual state of
the execution of our operations.

Our Corporative Auditors may have access to approval documents (Ringisho) and other important documents
regarding the execution of business, and may request explanations thereof from our Directors and employees if
necessary. The Corporative Auditors may also make their own opinions thereon.

The Company shall make an effort to invite lawyers, certified public accountants, patent attorneys and any other
outside specialists in appointing an outside auditor(s).

While having developed systems mentioned above, the Company carries out the following based on the basic policies

@

(b)

©

(d)

The Company established the Code of Conduct as the basis of our Group’s compliance system and implements
annual Acknowledgement for all directors and employees of our group companies.

As a secretariat to organize compliance and risk management, the Risk Management Office holds Compliance
Security Committee meetings on a quarterly basis. In addition, in order to maintain and enhance the awareness of
compliance, the Company formulates an annual schedule of internal training for directors and employees, and
carries it out accordingly.

Corporate Auditors, the internal auditing department, the internal control department and the Accounting
Auditor periodically discuss and exchange opinions on matters relating to the operation status of the internal
control system and auditing results of the whole Group including the Company and its subsidiaries. The
Company endeavors to enhance the operation status of the internal control system through close cooperation
among the involved parties.

In addition to attending important meetings such as the meeting of the Board of Directors and reviewing
important documents including approval documents (Ringisho), etc., Corporate Auditors deepen their
understanding concerning the Company’s business in order to ensure the efficiency of auditing through quarterly
review meetings with Representative Director, Internal Auditor and Corporate Auditors, periodical exchange of
opinions among Representative Director and Corporate Auditors or reports from Directors and employees, and
gathering of opinions from employees regarding the business for which they are in charge of.

(Note) The amounts stated in this Business Report are rounded downward to the nearest stated unit.



Q) Consolidated Balance Sheet
(As of December 31, 2019)

(Yen in millions)

Account Amount
<Assets>

Current assets 227,347
Cash and bank deposits 124,982
Notes and accounts receivable, trade 45,231
Marketable securities 47,617
Inventories 4,106
Others 5,702
Allowance for bad debt (292)
Non-current assets 132,362
Property and equipment 9,860
Buildings and structures, net 5,358
Office furniture and equipment 4,485
Others 16
Intangibles 36,177
Software 11,174
Goodwill 10,096
Others 14,906
Investments and other non-current assets 86,324
Investment securities 49,569
Investments in subsidiaries and affiliates 421
Deferred tax assets 34,501
Others 1,832
Total assets 359,710

— 24—




(YYen in millions)

Account Amount

<Liabilities>
Current liabilities 119,561
Notes and accounts payable, trade 1,202
Accounts payable, other 4,565
Accrued expenses 6,488
Accrued income and other taxes 8,063
Allowance for bonuses 2,598
Allowance for sales return 803
Short-term deferred revenue 88,791
Others 7,048
Non-current liabilities 52,724
Long-term deferred revenue 42,480
Net defined benefit liability 6,197
Others 4,046
Total liabilities 172,285

<Net assets>
Shareholders’ equity 191,205
Common stock 18,822
Additional paid-in capital 24,715
Retained earnings 153,788
Treasury stock (6,119)
Accumulated other comprehensive income (5,035)
Unrealized gain on available for sale securities 1
Foreign currency translation adjustment (4,560)
Remeasurements of defined benefit plans (476)
Stock acquisition right 1,102
Non-controlling interest 152
Total net assets 187,425
Total liabilities and net assets 359,710




(2) Consolidated Profit and Loss Statement

(From January 1, 2019 to December 31, 2019) (YYen in millions)
Account Amount
Net sales 165,195
Cost of sales 32,299
Gross profit 132,895
Selling, general and administrative expense 95,209
Operating income 37,686
Non-operating income
Interest income 1,705
Gain on sales of marketable securities 60
Equity in gain of affiliated companies 25
Others 449 2,241

Non-operating expenses

Loss on disposal of fixed assets 69

Foreign exchange loss 474

Loss on valuation of investment securities 147

Others 96 788
Ordinary income 39,139
Net income before taxes 39,139
Income taxes current 15,922

Income taxes deferred (4,600) 11,322
Net income before non-controlling interest 27,816
Non-controlling interest in income of consolidated

subsidiaries (129)
Net income attributable to owners of the parent 27,946




Consolidated Statements of Changes in Net Assets

)

(From January 1, 2019 to December 31, 2019)

(Yen in millions)

Shareholders’ equity

Common Additional Retained Treasury Total ,
o . . shareholders
stock paid in capital earnings stock .
equity
Balance at the beginning of 18,533 24,895 148,601 (2,421) 189,608
current period
Movement for this period
Issuance of new stocks 288 288 576
Dividends of surplus (22,759) (22,759)
Net income 27,946 27,946
Sales of treasury stock (73) 1,636 1,563
Purchase of treasury stock (5,335) (5,335)
Change in  ownership
interest of parent due to
transactions  with  non- (395) (395)
controlling interests
Movement for this period
excluding shareholders’
equity
Total movement 288 (179) 5,186 (3,698) 1,597
Balance at the end of 18,822 24715 153,788 (6,119) 191,205
current period
Accumulated other comprehensive income
Unrt_eallzed Foreign Total Stock
gain on Remeasurements| accumulated acquisition
. currency . q
available for : of defined other iaht
translation - . rg
sales . benefit plans | comprehensive
. adjustment .
securities income
Balance at the beginning of
current period (251) (2,727) (644) (3,623) 1,022
Movement for this period
Issuance of new stocks
Dividends of surplus
Net income
Purchase of treasury stock
Sales of treasury stock
Change in  ownership
interest of parent due to
transactions  with  non-
controlling interests
Movement for this period
excluding shareholders’ 252 (1,832) 168 (1,411) 79
equity
Total movement 252 (1,832) 168 (1,411) 79
Balance at the end of
current period 1 (4,560) (476) (5,035) 1,102




Minority

Total net assets

interest
Balance at the_ beginning 76 187,083
of current period
Movement for this period
Issuance of new stocks 576
Dividends of surplus (22,759)
Net income 27,946
Purchase of treasury stock 1,563
Sales of treasury stock (5,335)
Change in  ownership
interest _of parept due to (395)
transactions  with  non-
controlling interests
Movement for this period
excluding shareholders’ 75 (1,256)
equity
Total movement 75 341
Balance at the end of 152 187,425

current period




Balance Sheet
(As of December 31, 2019)

(Yen in millions)

Account Amount Account Amount
<Assets> <Liabilities>

Current assets 88,703 | Current liabilities 60,463
Cash and bank deposits 45,556 Accounts payable, trade 437
i\(lagg;\s/:gli,pt\f:c?:ms 13,183 Accounts payable, other 10,939
Marketable securities 24,695 Accrued expenses 3
Product 164 Accrued income and other taxes 6,963
Raw material 350 Accrued consumption taxes 1,174
Supplies 114 Deposit 219
Prepaid expense 189 Allowance for bonuses 146
Account receivable others 4,117 Allowance for sales return 544
Others 332 Short-term deferred revenue 39,221
Others 812
Non-current assets 84,893 | Non-current liabilities 29,563
] Long-term deferred revenue 23,451

Property and equipment 598
Long-term account payable 2
Buildings 1,037 Allowance for retirement benefits 4,589
Office furniture and equipment 1,404 Others 1,519
Accumulated depreciation (1,842) Total liabilities 90,026

Intangibles 5,289 <Net assets>
Software 3,769 | Shareholders’ equity 82,501
Software in progress 354 | Common stock 18,822
Goodwill 31| Capital surplus 24,952
Others 1,133 Additional paid-in capital 21,544
lz\;?’z;rng;[ztznd other non- 79,004 Other Capital surplus 3,408
Investment securities 28,013 | Retained earnings 44,846
Investments in Legal reserve 20
subsidiaries and affiliates 24,734 Accumulated profit 44,825
Deposit for landlord 581 Eaertslerzje?o?\?vr;rlggs 44,825
Memberships 4 | Treasury stock (6,119)
Deferred tax assets 25,674 Va_l uation and translation (33)
adjustment

Allowance for investment loss 4) ;\Ine(} euqnuri(?ti/l 'Szeec?”%?éz (loss) on debt (33)
Stock acquisition right 1,102
Total net assets 83,570
Total assets 173,596 Total liabilities and net assets 173,596




Profit and Loss Statement

(From January 1, 2019 to December 31, 2019)

(Yen in millions)

Account

Amount

Sales Revenue
Sales
Royalty
Cost of sales
Gross profit
Operating expenses
Operating income
Non-operating income

Interest on loans receivable from subsidiaries
and affiliates

Interest income
Interest on marketable securities
Dividends from subsidiaries and affiliates
Others

Non-operating expense
Foreign exchange loss
Loss on disposal of fixed assets
Others
Ordinary income

Net income before taxes

Income taxes current

Income taxes deferred

Net income

66,556
9 66,566
16,100
50,466
30,603
19,863

10

2

237

10,135
104 10,491

10

6
44 61
30,293
30,293

9,727
(3,460) 6,267
24,025




Statements of Changes in Net Assets

(From January 1, 2019 to December 31, 2019)

(Yen in millions)

Shareholders’ equity
Capital surplus Retained earnings
. Accumulated
Common stock | Additional Other Legal profit
paid-in capital reserve - -
capital surplus Retal_ned earnings
carried forward
Balance at the beginning of 18,533 21,255 3,481 20 43,559
current period
Movement for the period
Issuance of new stocks 288 288
Dividends of surplus (22,759)
Net income 24,025
Sales of treasury stock (73)
Purchase of treasury stock
Movement for the period
excluding shareholders’
equity
Total movement 288 288 (73) - 1,266
Bal_ance at the end of current 18,822 21544 3,408 20 44,825
period
Valuation and
Shareholders’ equity translation
adjustment
J i ac SLtl?s(;rion Total net
Total U_nreallzed qu assets
, gain(loss) on right
Treasury stock | shareholders -
. available-for-
equity e
sales securities
Balance at the beginning of (2,421) 84,429 (126) 1022| 85325
current period
Movement for the period
Issuance of new stocks 576 576
Dividends of surplus (22,759) (22,759)
Net income 24,025 24,025
Sales of treasury stock 1,636 1,563 1,563
Purchase of treasury stock (5,335) (5,335) (5,335)
Movement for the period
excluding shareholders’ 93 79 173
equity
Total movement (3,698) (1,928) 93 79 (1,755)
FIf)srlia:)ndce at the end of current (6,119) 82,501 (33) 1,102 83570




Certified copy of the auditor's report by the Accounting Auditor

Independent Auditor’s Report

February 14, 2020

The Board of Directors
Trend Micro Incorporated

KPMG AZSALLC

Takashi Kondo (Seal)

Designated Limited Liability Partner
Engagement Partner

Certified Public Accountant

Tetsushi Umetani(Seal)

Designated Limited Liability Partner
Engagement Partner

Certified Public Accountant

We have audited the consolidated financial statements, comprising the consolidated balance sheet, the consolidated profit
and loss statement, the consolidated statement of changes in net assets and the related notes of Trend Micro Incorporated
as at December 31, 2019 and for the year from January 1, 2019 to December 31, 2019 in accordance with Article 444-4
of the Companies Act.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

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

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



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

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position and the results of operations of Trend Micro Incorporated and its consolidated subsidiaries for the period, for
which the consolidated financial statements were prepared, in accordance with accounting principles generally accepted
in Japan.

Other Matter
Our firm and engagement partners have no interest in the Company which should be disclosed pursuant to the provisions

of the Certified Public Accountants Law of Japan.

Notes to the Reader of Independent Auditor’s Report:
The Independent Auditor’s Report herein is the English translation of the Independent Auditor’s Report as required by the
Companies Act.




Certified copy of the auditor's report by the Accounting Auditor

Independent Auditor’s Report

February 14, 2020

The Board of Directors
Trend Micro Incorporated

KPMG AZSALLC

Takashi Kondo (Seal)

Designated Limited Liability Partner
Engagement Partner

Certified Public Accountant

Tetsushi Umetani (Seal)

Designated Limited Liability Partner
Engagement Partner

Certified Public Accountant

We have audited the financial statements, comprising the balance sheet, the profit and loss statement, the statement of
changes in net assets and the related notes, and the supplementary schedules of Trend Micro Incorporated as at December
31, 2019 and for the year from January 1, 2019 to December 31, 2019 in accordance with Article 436-2-1 of the
Companies Act.

Management’s Responsibility for the Financial Statements and Others

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

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statements and the supplementary schedules based on our
audit as independent auditor. We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements and the supplementary schedules are free from material misstatement.

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

In our opinion, the financial statements and the supplementary schedules referred to above present fairly, in all material
respects, the financial position and the results of operations of Trend Micro Incorporated for the period, for which the
financial statements and the supplementary schedules were prepared, in accordance with accounting principles generally
accepted in Japan.

Other Matter
Our firm and engagement partners have no interest in the Company which should be disclosed pursuant to the provisions

of the Certified Public Accountants Law of Japan.

Notes to the Reader of Independent Auditor’s Report:
The Independent Auditor’s Report herein is the English translation of the Independent Auditor’s Report as required by the
Companies Act.




Certified copy of the audit report by the Board of Corporate Auditors

AUDIT REPORT

In order to audit the business activities of the Directors undertaken during the 31st fiscal year from January 1, 2019, to
December 31, 2019, we, the Board of Corporate Auditors, prepared this Audit Report based on the Audit Report prepared
by each Corporate Auditor and hereby report as follows:

)

O]

Method of Audit by Corporate Auditors and the Board of Corporate Auditors and Details

In addition to specifying the auditing guidelines and assigned business, etc. and receiving reports on the audit and
its results from each Corporate Auditor, we have received reports from the Directors and the accounting auditor on
their performance of duties and requested explanations when necessary.

In accordance with the auditing guidelines and assigned business, etc. specified by the Board of Corporate
Auditors, each Corporate Auditor has communicated with the Directors, the internal control division and other
employees and made efforts to collect information and improve the auditing environment, then we have audited in
the following way.

(i) Each Corporate Auditor has attended meetings of the Board of Directors and other important meetings and

has been informed by the Directors and other employees in respect of the status of performance of their duties
and requested explanations when necessary. We also have examined important documents in respect of the
authorization of corporate actions, etc., and inspected the operations and the assets at the Head Office and
other principal business offices. As to subsidiaries, in addition to communicating and exchange of information
with the Directors in charge, we have received reports from subsidiaries on their businesses and visited a
subsidiary when necessary to examine its businesses and assets.

(ii) We received reports from the Directors and other employees, requested explanation from them whenever

necessary, and expressed our opinions on the resolution of the Board of Directors concerning the
establishment of a system to ensure that performance by the Directors of their duties described in Business
Report complies with applicable laws and regulations and the Articles of Incorporation or other systems
necessary to ensure validity of operations of Kabushiki Kaisha and group of enterprises consisting of said
Kabushiki Kaisha and its Subsidiaries as provided for in Article 100, paragraphs 1 and 3 of the Ordinance for
Enforcement of the Companies Act and the status of the system (internal control system) established based on
such resolution.

(iii) In addition to monitoring and verifying that the Accounting Auditor maintains its independence and

conducts the audit properly, we have received reports from the Accounting Auditor on the performance of its
duties and requested explanations when necessary. We also have received notice from the Accounting Auditor
concerning that the “system to ensure that duties are properly performed” (matters stipulated in each item of
Article 131 of the Corporate Accounting Ordinance) is established “Quality Management System” in
accordance with the applicable laws and regulations that have been defined in order to properly carry out the
Audit duties in Japan, and any standards announced by Business Accounting Council and requested
explanations when necessary.

Based on the above method, we have examined the business report and its supplementary schedules, the
unconsolidated financial statements (balance sheet, profit and loss statement, statements of changes in net assets and
notes to the unconsolidated financial statements) and their supplementary schedules, and the consolidated financial
statements (consolidated balance sheet, consolidated profit and loss statement, consolidated statements of changes in
net assets and notes to the consolidated financial statements) for the fiscal year under audit.



)

O]

©)

Results of Audit

Audit Result of the Business Report, etc.

(i) We found that the business report and its supplementary schedules fairly reflect the Company’s business
situation in conformity with and pursuant to the applicable laws and the Articles of Incorporation of the
Company.

(i) No misconduct concerning the performance of Directors’ duties or material facts that are in breach of
applicable laws and the Articles of Incorporation of the Company have been detected.

(iii) The content of the resolution of the Board of Directors concerning the internal control system is fair and
proper. There is nothing noteworthy with respect to details of the Business Report and the performance by the
Directors of their duties concerning the internal control system.

Audit Result of the Unconsolidated Financial Statements and its Supplementary Schedules
We found that the method and result of the audit by KPMG AZSA LLC, which was appointed as the Company’s
Accounting Auditor, was executed in an appropriate manner.

Audit Result of the Consolidated Financial Statements
We found that the method and result of the audit by KPMG AZSA LLC, which was appointed as the Company’s
Accounting Auditor, was executed in an appropriate manner.

February 17, 2020

Trend Micro Incorporated
Board of Corporate Auditors

Full-time Corporate Auditor
Masaru Sempo (Seal)

Corporate Auditor
Fumio Hasegawa (Seal)

Corporate Auditor
Yasuo Kameoka (Seal)

Corporate Auditor
Koji Fujita (Seal)

(Note: All four Corporate Auditors are Outside Auditors as defined under Article 2, item 16 and Article 335, paragraph 3
of the Companies Act.)



This document has been translated from the Japanese original for reference purpose only. In the event of any discrepancy between
this translated document and the Japanese original, the original shall prevail. The company assumes no responsibility for this
translation or for direct, indirect or any other forms of damages arising from the translation.

Disclosure through the Internet relating to
NOTICE OF CONVOCATION THE 31ST ORDINARY
GENERAL MEETING OF SHAREHOLDERS”

“Notes to the Consolidated Financial Statements”

“Notes to Financial Statements”

(From January 1, 2019 to December 31, 2019)

TREND MICRO INCORPORATED

The items above are provided to our shareholders by posting our website (https://www.go-tm.jp/invite) in
accordance with laws and regulations, and the Articles of Incorporation of Trend Micro Incorporated.




Notes to the Consolidated Financial Statements

(NOTES ON IMPORTANT POINTS IN THE PREPARATION OF THE CONSOLIDATED FINANCIAL
STATEMENTYS)

1. Matters Concerning the Scope of Consolidation
Q) Number of Consolidated Subsidiaries: Thirty nine (39)

2 Names of Major Subsidiaries

Company Name
Trend Micro Incorporated (Taiwan)
Trend Micro Incorporated (US.A)
Trend Micro Australia Pty.Ltd. (Australia)
Trend Micro (EMEA) Limited (Ireland)

TX One Networks Inc. were newly established and Cloud Conformity Inc.(U.S.A.) and Cloud Conformity
Pty.Ltd.(Australia) were newly aquired and have been included in the scope of consolidation.
Soocii Co., Ltd., which had been a consolidated subsidiary, was excluded from the scope of consolidation

due to the liquidation.

3) Names of Unconsolidated Subsidiaries.
Cloud Conformity Inc (Canada)

Cloud Conformity UK Ltd (United Kingdom)
The reason for scope out of consolidation
These two subsidiaries’” total assets, net sales, net income and retained earnings are not material for the
consolidated financial statements.
Broadweb Corporation (Brunei) and Broadweb Corporation (Republic of Seychelles), which had been an

unconsolidated subsidiary, was excluded due to the liquidation.

2. Matters Concerning Application of Equity Method

D Number of the Affiliate Companies to which the equity method has been applied: 1
2 Names of the affiliate companies to which the equity method has been applied:
General Mobile Corporation (Cayman Islands)

Asialnfo Security Limited (British Virgin Islands) was excluded due to transfer its share.

3) The affiliate company and unconsolidated subsidiaries to which the equity method has not been applied.
Cloud Conformity Inc (Canada)

Cloud Conformity UK Ltd (United Kingdom)
The reason for scope out of equity method

These two subsidiaries’ total net income and retained earnings are not material for the consolidated financial
statements.



3. Matters Concerning the Accounting Standards
(1)  Accounting for evaluation of material assets

(i)  Securities
Available-for-sale with market value:
The securities are stated using the market value method based on the value at the end of the period
(Valuated differences are recognized in equity directly. Cost of selling is determined by the moving
average method.)

Available-for-sale without market value:

Cost basis by moving average method

(i) Inventories:
Cost basis by moving average method

Unprofitable inventories are devaluated

(2)  Depreciation or Amortization method for fixed assets

Property and equipment (excluding lease assets)
Mainly, depreciation is computed using the declining-balance method (except for the facilities attached to
buildings and structure acquired on and after April 1, 2016, which is depreciated by straight-line method)
in the parent company and is computed by the straight-line method in consolidated subsidiaries. Useful life

of the main property and equipment is as follows:
Office furniture and equipment: mainly 2 — 20 years

Intangibles (excluding lease assets)
<Software for sale>
Straight-line method over the estimated useful life (12 months).
<Software for internal use>
Straight-line method over the estimated useful life (mainly 5 years).
<Other intangibles>
Straight-line method over the estimated useful life

Lease assets
Lease assets arising from non-ownership-transfer finance leases
The Company has applied the straight-line method, which assumes that useful life is equal to the lease

period and that estimated residual value is zero.
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(3)  Accounting policies for allowances
Allowance for bad debt

In order to provide a reserve against future losses from default of notes and accounts receivable, bad debt
provision is provided. The amount is determined using the percentage based on actual doubtful account
loss against the total of debts. As for high-risk receivables, expected unrecoverable amount is considered
individually.

Allowance for bonuses
Bonuses for employees are provided at an estimate of the amount.
Allowance for sales return

In order to provide a reserve against future losses from sales return subsequent to the fiscal year end,
allowance for sales return is provided based on past experience of the sales return.

(4)  Accounting methods for retirement benefit obligation
= Attribution method for retirement benefit estimates

In computing its retirement benefit obligation, the expected retirement benefits are attributed to the periods
by standard pension benefit formula basis.

» Treatment for actuarial differences and expenses related to prior service cost
Actuarial differences are amortized on a straight-line basis from the following fiscal year over a period
equaling the average remaining service period of employees (1-23 years) expected to receive pension
benefits as of the consolidated fiscal year-end.

Prior service cost is amortized on a straight-line basis over a period equaling the average remaining service
period of employees (1-23 years) expected to receive pension benefits as of the fiscal year-end.

(5)  Policy for translation of major foreign currency assets and liabilities into Yen

Foreign currency denominated receivables and payables are translated into Japanese yen at period-end rates of
exchange and the resulting foreign currency translation adjustments are taken into account in regards to profits
and losses.

Assets and liabilities of foreign subsidiaries are translated into Japanese yen at period-end spot exchange rates
and all income and expense accounts are translated at the average exchange rate. The resulting translation
adjustments are included in foreign currency translation adjustment and minority interest.

(6) Revenue Recognition Policy

Sales recognition policy for PCS
Post Contract Customer Support Service (PCS) is a software product license agreement that includes end-
user support, such as upgrading products and virus pattern files and providing customer service. The
Company applies the following revenue recognition method for the share of PCS revenue.
PCS revenue is recognized separately from total revenue and is deferred as deferred revenues under current
and non-current liabilities based on the contracted period. Deferred revenue is finally recognized as revenue
evenly over the contracted period.
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(7)  Consumption tax

Consumption tax is stated at the amount net of the related consumption tax.

(8)  Amortization of Goodwill

Goodwill is amortized evenly over the appropriate period, not exceeding 20 years.

(9)  All the amounts shown in yen in this document have been expressed in the unit of one million (1,000,000) yen,
with any amount less than such unit being disregarded.

(Accounting Standard Not Yet Applied)
(“Accounting Standard for Revenue Recognition”etc.)
-“Accounting Standard for Revenue Recognition”(ASBJ Statement No.29, March 30, 2018 (hereinafter,”Statement
No0.29”))
-“Implementation Guidance on Accounting Standard for Revenue Recognition”(ASBJ Guidance No.30, March 30,
2018 (hereinafter,”Statement N0.29))

(1) Overview
The International Accounting Standards Board (IASB ) and the U.S.Financial Accounting Standards
Board(FASB) collaborated on a project to develop a single, comprehensive revenue recognition model and
jointly issued new revenue recognition standards “Revenue from Contracts with Customers” (IFRS 15
published by IASB, Topic606 published by FASB ) in May 2014. IFRS15 is effective for annual reporting
periods beginning on or after 1 January 2018 and Topic606 is effective for annual reporting periods beginning
after December 15, 2017.
Considering the above circumstances, the Accounting Standard Board of Japan (ASBJ) also developed a new
revenue recognition standards and issued Statement No.29 together with Guidance No.30.

ASBJ’s basic policy in developing the new revenue recognition standards is to first incorporate the core
principle of IFRS 15 in the light of improving the international comparability of financial statements and then
add additional alternative treatments to the extent that international comparability would not be significantly
impaired where any business practices operated in Japan need to be considered.

(2) Scheduled date of applying the new guidance
Effective from the beginning of the fiscal year ending December 31, 2022.

(3) The effects by the application of the new guidance, etc.
The Company and its consolidated domestic subsidiaries are currently in the process of determining the effects
of these new standards on the consolidated financial statements.

(“Accounting Standard for Fair Value Measurement” etc.)
-“Accounting Standard for Fair Value Measurement” (ASBJ Statement No.30, July 4, 2019)
-“Implementation Guidance on Accounting Standard for Fair Value Measurement” (ASBJ Guidance No.31, July 4,
2019)

(1) Overview
The International Accounting Standards Board (IASB ) and the U.S.Financial Accounting Standards Board
(FASB) collaborated on a project to develop Fair value measurement and jointly issued new “Accounting
Standard for Fair Value Measurementnew” (IFRS 13 published by IASB, Topic 820 published by FASB) in
May 2011. IFRS13 is effective for annual reporting periods beginning on or after 1 January 2013 and Topic820
is effective for annual reporting periods beginning after December 15, 2011.
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Considering the above circumstances, the Accounting Standard Board of Japan (ASBJ) also developed a new
Fair value measurement standard and issued Statement No.30 together with Guidance No.31.

ASBJ’s basic policy in developing the new Fair Value measurement standards is to first incorporate the core
principle of IFRS 13 in the light of improving the international comparability of financial statements and then
add additional alternative treatments to the extent that international comparability would not be significantly
impaired where any business practices operated in Japan need to be considered.

(2) Scheduled date of applying the new guidance
Effective from the beginning of the fiscal year ending December 31, 2022.

(3) The effects by the application of the new guidance, etc.
The Company and its consolidated domestic subsidiaries are currently in the process of determining the effects
of these new standards on the consolidated financial statements.

(Change in presentation)
(Applying the Partial Amendments to Accounting Standard for Tax Effect Accounting)

In accordance with “Partial Amendments to Accounting Standard for Tax Effect Accounting” (Accounting
Standards Board of Japan (ASBJ) Statement No. 28, issued February 16, 2018), the Company has applied
“Ministerial Ordinance on Partial Amendments to the Ordinance for Enforcement of the Companies Act and the
Ordinance on Company Accounting™ (Ministry of Justice Order No. 5 of March 26, 2018) from the current fiscal
year. Accordingly, deferred tax assets are presented in investments and other assets and deferred tax liabilities are
presented in noncurrent liabilities.

(Additional Information)
(Transfer of Asialnfo Security Limited's shares)

On October 8, 2019, Trend Micro has reached a share transfer agreement with Great Media Security Limited to
transfer all shares of Asia Info Security Limited, which is an equity-method.
Though the shareholders' right is transferred, the settlement of the consideration is done by installment payment:
April 2020, October 2020, and October 2021. The consideration will be Approximately 585 million RMB
(approximately 8.7 billion yen / 1 RMB=15 JPY).
Asia Info Security Limited's share is transferred to Great Media Security Limited. However, Trend Micro has the
right to recover the share rights in case of default. Thus it is interpreted as such Trend Micro keeps the share
investment as it is. The book value will be transferred to investment securities, and the gain on sale will be
recognized in October 2021, after all consideration is received.
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(NOTES TO THE CONSOLIDATED BALANCE SHEET)

Accumulated depreciation of property and equipment: 20,805 million yen

(NOTES TO THE CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS)
1. The Type and Number of Equity Shares Outstanding as of the End of the Consolidated Fiscal Term:
Common stock 140,513,004 shares

The class and number of treasury stock

Class As of Jan 1, 2019 Increase Decrease As of Dec 31, 2019
Common Stock 738,274 shares 1,000,081 shares 372,700 shares 1,365,655 shares
2. Matters Concerning Dividends Paid out of the Surplus during the Consolidated Fiscal Term
The resolution The annual shareholders meeting held on 26 March, 2019
The type of equity shares Ordinary shares
The total amount of dividends paid 22,759 million yen
The amount of dividend paid per share 163.00 yen
The record date 31 December, 2018
The effective date 27 March, 2019
3. The Dividend Whose Record Date falls in the Consolidated Fiscal Term and Whose Effective Date falls in the
Next Consolidated Fiscal Term
The resolution The annual shareholders meeting to be held on 26 March,
2020
The type of the equity shares Ordinary shares
The source of dividend payment Retained earnings
The total amount of dividends paid 22,263 million yen
The amount of dividend paid per share 160.00 yen
The record date 31 December, 2019
The effective date 27 March, 2020
4. The Type and the Number of Shares to be Issued or Transferred upon Exercise of Stock Acquisition Rights
(Excluding Those of Which the Exercise Period Has not Commenced) as of the End of the Consolidated Fiscal
Term
Ordinary shares 269,900 shares

Based on the employees’ termination, the Company adjust the economic value of stock option for computation.

—A4—



(NOTES TO FINANCIAL INSTRUMENTS)

1.

(1)

()

3)
(i)

(i)

Matters concerning financial instruments
Policies for financial instruments

The Company primarily makes it a policy to use its own money to finance the working capital and equipment
funds, in which any surplus funds are invested in financial instruments with higher degrees of safety.

Details of financial instruments and associated risks

Notes and accounts receivable, trade, are exposed to the credit risks associated with extending credit to
customers. Foreign currency denominated trade receivables and payables are exposed to foreign currency
exchange fluctuation risks. Marketable securities and investment securities are debt securities issued by
financial institutions with superior creditworthiness, exposed to market price fluctuation risks as well as foreign
currency exchange fluctuation risks. Payables such as accounts payable, trade, accounts payable, other, accrued
expenses and accrued income and other taxes are mostly due within one year.

Risk management structure for financial instruments
Credit risk management (risks associated with the default etc., of business counter-parties)

Regarding the trade receivables, the Company and each of its subsidiaries are regularly monitoring the
financial position of major business counter-parties, such as clients, by checking the due date and balance for
each business transaction, to ensure earliest possible identification and mitigation of the potential bad debt
associated with the deterioration of their financial position.

Market risk management (including risks associated with foreign currency exchange and interest rate
fluctuation)

To manage risks involving fluctuations in the market price of marketable securities and investment securities,
the Company is regularly monitoring their market prices as well as the financial positions of their issuers
(clients and other business connections).

(iii) Liquidity risk management on fund raising (risk of the Company being unable to repay within the due date)

(4)

To manage and mitigate liquidity risks, a cash management plan is prepared and updated by the
Administration Division when appropriate, while reasonable liquidity on hand is maintained at all time.

Supplementary explanation concerning fair values, etc. of financial instruments

Fair values of financial instruments comprise values based on market prices, and reasonably calculated values
if there is no market price. Such calculated values involve certain variable factors and thus may vary depending
on the different assumptions.
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2. Matters concerning fair values of financial instruments

Consolidated balance sheet amounts, fair values and the differences therein as of December 31, 2019 (fiscal year
end) are as follows. Investments in non-marketable securities are not included in this table.
(Yen in millions)

Consolidated
balance sheet Fair values Differences
amounts
(1) Cash and bank deposits 124,982 124,982
(2) Notes and accounts receivable, trade 45,231 45,231
) N ivesment seuriies_ (1) 90,212 0212
Total assets 260,426 260,426
(1) Notes and accounts payable, trade 1,202 1,202
(2) Accounts payable, other 4,565 4,565
(3) Accrued expenses 6,488 6,488
(4) Accrued income and other taxes 8,063 8,063
Total liabilities 20,319 20,319

(*1) Asialnfo Security Limited's shares 1,645 million yen was not included. Refer to Additional Information.

(Notes 1) Matters concerning the methods for calculating fair value of financial instruments and the transactions of marketable
securities

Assets
(1) Cash and bank deposits, (2) Notes and accounts receivable, trade

These assets are recorded at book values as their fair values are approximately equal to book values due to
their short-term maturities.

(3) Marketable securities and investment securities

Fair values of shares are based on the market prices quoted on stock exchanges, while the price of bonds are
based on the market prices quoted on stock exchanges or obtained from the relevant financial institutions.

Liabilities
(1) Accounts payable and Notes payable, trade, (2) Accounts payable, other, (3) Accrued expenses, (4) Accrued
income and other taxes

These liabilities are recorded at book values as their fair values are approximately equal to book values due
to their short-term maturities.

(Notes 2) Non-listed stocks (5,750 million yen recorded on consolidated balance sheet) are not included in “(3) Marketable
securities and investment securities” since the identification of its market values is deemed to be extremely difficult.

(NOTES ON PER SHARE INFORMATION)

1. The net assets per share:
2. The net income for the term per share:

1,337.94 yen
200.94 yen

(NOTES ON MATERIAL SUBSEQUENT EVENTS)

N/A
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(OTHER NOTEYS)
(Business combination)
(Business combination by acquisition)

1. Outline of the business combination

(1) Name and business of the acquires company

Name : Cloud Conformity, Inc. and others
Business : Cloud Security Posture Management (CSPM)

(2) Major reasons for the business combination

This acquisition builds upon Trend Micro’s continuous innovation in cloud security, adding complementary
capabilities that automatically identify and fix a range of cloud infrastructure configuration issues. It also
optimizes costs and helps ensure compliance with leading industry regulatory standards such as PCI, GDPR,
HIPAA and NIST.

(3) Date of the business combination : October 18, 2019
(4) Legal form of the business combination : Share acquisition by cash
(5) Name after the business combination : Trend Micro Incorporated (U.S.A.)

(6) Reason for deciding on the company from which to acquire its shares :

Trend Micro Incorporated has acquires its shares for cash.

2. Period when the consolidated financial statements include the result of the acquired business
October 18, 2019 to December 31, 2019

3. Cost of acquisition of the acquired business and breakdown of the consideration
Consideration for the acquisition Cash 6,798 million yen
Cost of acquisition 6,798 million yen

4. Content and amount of major acquisition-related expenses
Advisory fee, etc. 55 million yen

5. Goodwill that has occurred, the reasons for the goodwill and the method and period for amortizing goodwill

(1) Amount of goodwill : 4,599 million yen
(2) Reason for goodwill : Expected excess earnings power after the business combination

(3) Method and period for the amortization : Straight-line method over 5 years

6. Amount and breakdown of assets accepted and liabilities assumed on the date of the business combination

Current assets 358 million yen
Fixed assets 3,164 million yen
Total assets 3,522 million yen
Current liabilities 192 million yen
Long-term liabilities 1,130 million yen
Total liabilities 1,323 million yen
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7. Estimated amount of the impact of the business combination on the consolidated statement of income on the
assumption that it has been completed on the commencement date of the consolidated fiscal year and its calculation
method

Net sales 302 million yen
Operating income (1,651) million yen
Ordinary income (1,659) million yen
Net income attributable to owner of the parent (1,558) million yen

(Calculation method of amount of impact)

The difference between net sales and profits and losses calculated on the assumption that the business combination
has been completed on the commencement date of the consolidated fiscal year and net sales and profits and losses
on the consolidated statement of income of the acquired business is regarded as the estimated amount of the impact.
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Notes to Financial Statements

(NOTES ON IMPORTANT POINTS IN THE PREPARATION OF THE FINANCIAL STATEMENTS)

1.

2.

Accounting for evaluation of assets

Securities
(i) Investments in subsidiaries and affiliates -------- Cost basis by moving average method
(ii) Other securities

Available-for-sale with market value:

The securities are stated using the market value method based on the value at the end of the period.
(Valuated differences are recognized in equity directly. Cost of selling is determined by the moving

average method.)
Available-for-sale without a market value:
Cost basis by moving average method

Inventories
Finished goods, Raw materials, Supplies --------- Cost basis by moving average method

Unprofitable inventories are devaluated

Depreciation and amortization method for fixed assets

Property and equipment (excluding leased assets) --------- Declining-balance method
(except for the facilities attached to buildings and structure acquired on and after April 1, 2016, which is

depreciated by straight-line method)
Useful lives of the main property and equipment are as follows:
Buildings: 3 — 24 years
Office furniture and equipment: 320 years
Intangible fixed assets (excluding leased assets)
<Software for sale>
Straight-line method over the estimated useful lives (12 months).
<Software for internal use>
Straight-line method over the estimated useful lives (mainly 5 years).
<Other intangibles >
Straight-line method over the estimated useful lives
Leased assets
Finance lease without transfer of ownership of the leased assets

Straight-line method in which the useful life is assumed to be the lease period and the residual value is zero.
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3.

4.

Accounting policies for allowances

Allowance for loss on investments
in subsidiaries and affiliates

Allowance for sales returns

Allowance for bonuses

Allowance for retirement benefits

Revenue Recognition Palicy

Sales recognition policy for PCS

In order to provide reserves against future loss from investments in
subsidiaries, estimated loss from investments in subsidiaries is provided
based on an examination of the relevant subsidiary’s financial condition
and expected recoverability.

In order to reserve future losses from sales return subsequent to the fiscal
year end, allowance for sales return is provided based on the past
experience in the sales return.

Bonuses for employees are provided at an estimate of the amount.

In order to provide for the employees retirement benefits, the Company
accrues liability for severance payments and pensions at the amount
calculated based on the projected benefit obligations and plan assets as of
the fiscal year end.

The accounting method of recognizing allowance for retirement benefits
and its cost is as follows.

(1) Attribution method for retirement benefit estimates
In calculating the retirement benefits, the expected retirement benefits
are attributed to the periods by standard pension benefit formula basis.
(2) Accounting method of actuarial differences and the expense related
to prior service cost
Actuarial differences are amortized on a straight-line basis in a
following fiscal year within the average remaining service period,
which is one year, for the employees at the time of recognition.
Prior service cost is amortized on a straight-line basis over a period
equaling the average remaining service period of employee, which is
one year.
Accounting method of unrecognized actuarial differences on employee
retirement benefits and prior service cost are different from that of the
consolidated financial statements.

Post Contract Customer Support Service (PCS) is a software product license agreement that includes end-user
support, such as upgrading products and virus pattern files and providing customer service. The company applies
the following revenue recognition method for the share of PCS revenue.
PCS revenue is recognized separately from total revenue and is deferred as deferred revenues under current and
non-current liabilities based on the contracted period. Deferred revenue is finally recognized as revenue evenly

over the contracted period.

Consumption tax

Transactions subject to consumption tax is stated at the net amount of the related consumption tax.

Amortization of Goodwill

Goodwill is amortized evenly over the appropriate period in less than 20 years.

All the amounts shown in yen in this document have been expressed in the unit of one million (1,000,000) yen
with any amount less than such unit being disregarded.



(Change in presentation)
(Applying the Partial Amendments to Accounting Standard for Tax Effect Accounting)

In accordance with “Partial Amendments to Accounting Standard for Tax Effect Accounting” (Accounting
Standards Board of Japan (ASBJ) Statement No. 28, issued February 16, 2018), the Company has applied
“Ministerial Ordinance on Partial Amendments to the Ordinance for Enforcement of the Companies Act and the
Ordinance on Company Accounting” (Ministry of Justice Order No. 5 of March 26, 2018) from the current fiscal
year. Accordingly, deferred tax assets are presented in investments and other assets and deferred tax liabilities are
presented in noncurrent liabilities.

(NOTES TO THE BALANCE SHEET)

The Monetary Claims Against and Obligations Owed to Subsidiaries and Affiliates:
(Yen in millions)

Short-term monetary assets 3,459
Short-term monetary liabilities 7,037

(NOTES TO THE PROFIT AND LOSS)
The Amounts of Transactions with Subsidiaries and Affiliates

The Amounts of Operational Transactions
(Yen in millions)

Sales 10
Outside service fee 18,031
Cost sharing charges 5,155
Purchases 633

The Amounts of Non- Operational Transactions
Interest on loans receivable from

subsidiaries and affiliates 10
Dividends from subsidiaries and affiliates 9,103
(NOTES TO THE STATEMENTS OF CHANGES IN NET ASSETS)
The Number of Treasury Stock as of the End of the Fiscal Term
Common Stock 1,365,655 shares



(NOTES TO THE TAX EFFECT ACCOUNTING)

1. Major items causing deferred tax assets:

Deferred tax assets
(Yen in millions)

Nondeductible deferred revenue 19,189
Nondeductible amortization of intangibles fixed assets 1,206
Nondeductible accrued enterprise tax 367
Nondeductible accrued liability 500
Nondeductible allowance for retirement benefits 1,405
Unrealized gain(loss) on available for sale securities 16
Gain of sales of marketable securities for tax purposes 2,386
Others 747
Deferred tax assets sub total 25,818
Valuation allowance (142)
Total deferred tax assets 25,676

Deferred tax liabilities
(Yen in millions)

Unrealized gain(loss) on available for sale securities @
Total deferred tax liabilities (&)
Net amount of deferred tax asset 25,674
2. Significant component of difference between statutory tax rate and effective tax rate after adjustment for tax
effect accounting

Statutory tax rate 30.6%
(Adjustments)

Nondeductible expense such as entertainment expense 0.8%
Nontaxable income such as dividends income (9.7%
Tax credit (1.6)%
Others 0.6%
Effective tax rate after adjustment for tax effect accounting 20.7%



(NOTES ON RELATED PARTY TRANSACTIONS)

Subsidiaries and Affiliated companies

Item and Balance
Company Ovynershlp Detail of Detail of Trading Account at e_nd of
ratio of - . - amount period
name S the relationship transactions - name .
voting rights (Yenin (Yenin
millions) millions)
Trend Micro 100% _ Payr_nents of Cost 8,001 Accounts
Incorporated (Indirect) Cost sharing agreement | sharing charges payable, 2,304
(US.A) (*1) other
Trend Micro 100% Receipts of Cost Accounts
(Ireland) (Indi(rJect) Cost sharing agreement | sharing charges 8,817 | receivable, 2,005
Limited (*1) other
Trend Micro 100% Receipts of Cost Accounts
Australia (In di:ect) Cost sharing agreement | sharing charges 5,239 | receivable, 1,406
Pty.Ltd. (*1) other
Outsourcing
Trend Micro 100% agreements of research | Payments of Accounts
Incorporated (Dire(::t) and technology Outsourcing 9,512 | payable, 1,466
(Taiwan) development and other | charges (*1) other

support services

(*1) The trading amounts

on Cost sharing and outsourcing service agreements are reasonably determined in

consideration of the fair transaction prices.

(NOTES ON PER SHARE INFORMATION)

1.  The net assets per share:

2. The net income for the term per share:

(NOTES ON MATERIAL SUBSEQUENT EVENTS)

N/A

(OTHER NOTES)

N/A

592.67 yen
172.75yen




