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FORVALTNINGSBERATTELSE

Axis Communications AB (Axis) dr ett heldgt dotterbolag till Axls AB (556241-1065), Axis adrass till huvudkontoret &r
Granden 1, 223 69 Lund.,
Bolagets séte dr i Lund.

Verksamhet

Axis Communications AB erbjuder intelligenta skerhetsldsningar som mijliggdr fér en smartare och sakrare varld,
Som marknadsledare inom nétverksvideo driver Axis Communications AB branschutvecklingen genom att kontinuerligt
lansera Innovativa ndtverksprodukler, baserade pa dppna plattformar, som adderar 8kat kundwvirde och distribueras i eft
globalt partnernéitverk. Axis Communications AB har langsikiiga relationer med partners och erbjuder dem kunskap

och banbrytande ndtverksprodukter pa befintliga och nya marknader,

Axls Communications AB:s géllande strategi innebér att méta kundernas behov av sékerhet | helhetslésningar

i en varld dér allt fler enheter Kopplas samman, Malsaitningen ar all erbjuda de mest relevanta produkterna i

ett brett sorliment och tillsammans med partners tillhandahalla produktpaket och janster kring sékerhetsldsningar
gom innehaller mer an enbart nétverksvideo. Efter mer &n 20 ars arbete med internet of things’ star Axds
Communications AB vl rustat att inta en ledands roll &ven i den kommande utvecklingen,

Den ldsningsorienterade affarsmodellen innebér att Axis Communications AB tar it stbrre och bredare
serviceansvar gentemot partner och slutkunder, Samtidigt &r det avgbrande att fortsatt ligga i framkant med
hiigteknologiska, innovativa och konkurrenskeaftiga produkter.

Axis Communications AB:s erbjudande gar alit mer frin produkterbjudande till [Bsningar, dér produkterna
emellertid har en central roll, Axis Communications AB:s sékerhetskameror, encoders, accesskontrollpunkier
och tillbehdr kan integreras med Axis egna videchanteringssystem, savil som med pariners produkter

och tidnster, och dérigenom skapa helhetslgsningar for kunderna. | takt med att marknaden véixer och

mognar fortsétter Axis Communications AB satsningen pé ett stérkt helhetserbjudande ach Skat ansvarstagande.
Visentliga hdndelser under rikenskapsaret

nga vésentliga handelser har férekommit under rékenskapsaret 2024,

Flerarséversikt (mkr}

2024 2023 2022 2021

MNettoomsattning 15 350 14 416 13188 9624

Resultat efter finansiella poster 1073 1375 1652 662

Balansomslutring 9082 7 658 7 961 5133

Saliditet 83% 63% 45% 43%

dedeltal anstéllda 24928 2703 2474 2335
Sida 2

]

7/ of the document,

Doiment 10

BECEALTITIRE 4 5G4 T RSOE DB 124

This file is sealed with a digital signature.
The seal is a guarantze for the authenticity




Axis Communications AB
Ory nr 556253-6143

Miljs

| syfte alt minska verksamhetens och produkternas paverkan pa milién arbetar Axis Communications AB med

en dvergripande miljipolicy vars mélsattning ar att sékerhetstélla ait bolaget tlhandahéller produkter och

lGsningar pa ett effekiivt och miljbvanligt sétt samt att juridiska skyldigheter och miljéregler efterlevs. Under

senare ar har vscykelanalyser genomibns pa flera av produklerna. Analyserna visar att en vasentlig del av

miljpaverkan under produkternas livscykel harrdr fran deras energiférbrukning vid anvandning | slutinstallationera,

Stor vikt laggs darfdr pa alt i utvecklingsprocessen ta fram produkter med god energiprestanda,

Produkterna har vidare utformats pa ett mer kompakt sétt vilket minskar materialalgéng och transportvolymer.

Féretaget upprattar enligt ARL 7 kap 31 a8 inte nagon lagstadgad hallbarbetsrapport, Moderféretaget Axis AB (556241-1065)
med séte | Lund uppréttar hallbarhetsrapport foir koncernen dar firetaget ingér. Den inkluderas som en del | rsredovisningen
for Axis AB.

Forskning & utveckling

Kostnaderna for forskning och utveckling har 6kat med 408 MSEK (202) jam{6rt med féregdende ar och uppgick

tilt 3.034 MSEK (2.628), vilket utgdr 55 % (61%) av de tolala rérelsekostnademna.

Axls Communications AB:s teknolagl bygger pa internt utvecklade ASIC {Application Specific Integrated Circuit)
plattformar vilket utgdr kéman | Axis Communications AB:s produkter. Kretsarna, ARTPEC®, &r optimerade for effektiv
bildhantering och bildkomprimering och aterfinns | de flesta av Axis Communications AB:s produkter. Tilsammans
med Axis Communications AB:s mjukvaruplatiformar bildar dessa en mycket flexibelteknologibas pé vikken
varidsledande produkter, snabbt och kostnadseffekiivi kan utvecklas. Arbetet med kommande generationers
ARTPEC® har fartsatt under 2024,

Utlindsk filial

Bolaget har en filial | Qatar, Axis Communications AB, Doha branch med for nérvarande 3 personer anstéllda.
Filialens huvudsyfte &r att marknadsfora och sélja Axis produkter pa den lokala marknaden,

Personal
Vid &rets siut uppgick medelantal anstalida till 2328 (2703), vilket &r en nettodkning med 225 persaner sedan
31 december 2023, Huvuddelen av Bkningen har skell inom forskning och utveckling.

Under aret har ett antal introduktionsutbildningar genomfirts, Alla nyanstéllda genomgar en
féretagsuibildning lokalt dér de far god inblick i fretagets historia, verksamhet och framtid.

Finansiella risker

Bolagets finansiella risker hanteras via styrelsens faststéllda policies. Bolaget &r framst

exponerat for valuta- och kreditrisker.

Visentliga risker och osdkerhetsfaktorer

Axis Communications AB &r en internationell kancern med verksamhet och kundey éver hela varlden
och darmed exponerat fér manga olika risker. Bolagets riskhantering syftar till att minimera riskerna men

ocksa att sékerhetstélla att majligheterna tas tillvara.pé bésta s, fir att underlétta fortsatt god tillvaxt
och expansion av verksamheten,
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Under 2024 har Axis koncernen dér Axis Communications AB ingar fortsatt formalisera sitt arbetet med
riskhantering. Riskbed&mning utfires drligen i tilldmpliga delar av organisationen.

Axis koncermnen dir Axis Communications AB ingér har sedan fidigare implementerat ett internkontroll-
ramverk baserat pa COS0 (Committes of Sponsoring Organisations of the Treadway Commission)
med vildokumenterade kontroller som testas arligen.

Riskerna for Axis koncernen och dérmed dven f6r Axis Communication AB, delas in i externa, strategiska,
verksamhetsrelaterade och finansiella risker.

Externa risker &r sAdana som uppkommer genom hindelser | firetagets omvarld och som Ar utanfor
foretagels inflytande eller kontrall. Axis Communications AB paverkas av den globala makroekonomiska
verkligheten, dér osgikerhet paverkar indirekt kundernas investeringsvillighet, investeringsforméaga och
finansieringsmdbjligheter. Bland de externa riskerna aterfinns &ven riskerna fir naturkatastrofer ach olyckor
vilka kan leda till diverse stérningar j produkiférstriningskedjan.

Strategiska risker definieras som risker som kan hindra bolaget att nd sina strategiska mal sller

dess arbete mot dessa mél. Axis Communications AB:s strategi el bredda kunderbjudandet med nya
produkter och helhetslésningar medfér kade krav pa anpassning och utveckling, Som ledande aktér &r
fortsatta framgangar beroende av att kundema &r ndjda med produkter, lGsningar och service.

Det finns ven strategiska risker atl medarbetare, leverantBrer eller partners inte agerar pa ett etiskt och i
alla avseende hallbart satt.

Verksamhetsrelaterade risker &r sddana som kan innebéra férluster till f6ljd av icke ndamilsenliga eller miss-
Iyckade interna processer, ménskliga fel eller felakliga system. | all tillverkning forekommer viss miljopaverkan vilket
bland annat kan inkludera energiférbrukning, diverse utsldpp och farligt avfall. Ett vsentligt riskomrade inom verk-
samhetsrelaterade risker for Axis Communications AB &r att bibehalla och vidareulveckla den unika faretagskulturen.

Finansiella risker definieras framst som valuta- cch kreditrisker. R8nterisken bedfms som
begransad.

Arbetet med atf hantera och f6rhélla sig Gl den riskexponering som bolaget utsétts ér fortgér 16pande.
Externa och strateqiska risker hanteras frdmst pa Axis koncernlednings- och styrelseniva medan
verksamhetsrelaterade riskema foretridelzevis hanteras pa Axis koncemnlednings- och regionchefsniva,
Hantering och koordinering av finansiella samt forsakringshara risker sker huvudsakligen pa bolagets
ekonomi- och finansavdelning. Risker pd det juridiska omradet hanteras av specialister | samverkan
med externa jurister och radgivare i samrad med bolaget.

Féirvdntad framtida utveckling

Bedémningen av utvecklingen pa marknaden och tillstrdmningen av nya projekt &r fortsatt svar

da omsténdigheter fortfarande i viss omfatining paverkas av effekter sedan pandemin.

Axis fortsétter arbeta for en Gkad penetration | installationer far mindre system samt pa tillvéixtmarknader,

{ kombination med att lansera ett stort antal innovativa produkter och vidareutveckla partnernatverket
for att fortsatt kunna bibehélla positionen som marknadsledare av nétverksbaserade videoldsningar.

Férslag till vinstdisposition

Till arsstimmans firfogande star:

Balanserade vinstmedel 4 815 059 151
Arets resultat 866 364 822
Totalt: 5 681423 973 kronor

Styrelsen och verkstéllande direktfren féreslar att vinstmedlen disponeras sa
i ny rékning balanseras 5681423973
5681423 973 kronor
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24.01.01 23.01.01
RESULTATRAKNING «24.12.31 -23.12.31
Nettoomsattning Not 4,9 15 349 807 14 415 641
Kostnad for salda varor -5 323 533 -8 501 B84
Bruttoresultat 6026 274 § 914 057
Forséliningskostnader -585 682 -630 718
Administrationskostnadar -1 616 665 -1474 229
Forsknings- och utvecklingskostnader -3034 272 -2 626 130
Gvriga rorelseintakter 406 555 470 065
Owriga rérelsekostnader -331 875 -476 992
Rérelseresultat Mots, 6,7, 8,9 864 035 1276 053
Resultat fran finansiella investeringar
Resultat fran andelar | koncernftretag Mot 10 191 455 91746
Rénteintikier ach liknande resultatposter Mot 11 17 870 7 604
Réntekostnader och liknande resultatposter Not 12 -157 -106
Resultat efter finansiella poster 1073203 1375 297
Bokslutsdispositioner Mot 13 -4 157 202 270
Skatt pa arets resultat Not 14 -202 881 -310 228
ARETS RESULTAT 866 365 1267 339
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BALANSRAKNING
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TILLGANGAR 241231 23,1211
Anldggningstillgdngar

Immaterielfa anldggningstillgangar

Rattigheter Not 15 13 995 40 179
Summa immateriella anléganingstillgangar 13985 40178
Materiella anldggningstiligangar

Inventarier, verktyg och installationer Not 16 341 072 321740
Pagaende nyanldggningar och farskott avseende

materiella anldggningstiligangar Not 17 100 402 61530
Summa materiella anlaggningstillgangar 441 474 383 279
Finansiella anldggningstiligangar

Andelar | dotterforetag Not 18 107 928 101 328
Uppskjulna skattefordringar Not 19 107 682 a5 700
Andra langfristiga fordringar 37 951 33 544
Summa finansiella anlaggningstiligangar 253 571 231572
Summa anlaggningstillgangar 709 040 655 030
Omsiittningstillgadngar

Varulager

Férdiga varor ach handelsvaror 3 529 068 3980 938
Summa varulager 3 529 088 3 980 938
Kortfristiga fardringar

Kundfordringar Mot 20 370 830 366 336
Fordringar hos koncemnfiretag Mot 28 3237 664 1523 697
Aktuell skattefordran 63 658 0
Ovriga fordringar 999 242 776522
Forutbetalda kostnader och upplupna intéikler Mot 21 152720 155 255
Summa fordringar 4823914 2821810
Kassa ach bank Mot 25 0 200 184

Summa omsittningstillgangar

SUMMA TILLGANGAR
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BALANSRAKNING

EGET KAPITAL & SKULDER 24.12,31 23,1231

Eget kapital

Bundel eget kapital

Aktickapital Mot 22 160 160

Reserviond 40 40
200 200

Summa bundet eget kapital

Frift eget kapital
Balanserat resultat
Arets resultat

Summa fritt eget kapital

4 815 0569 3547720
866 365 1267 339
5681424 4 815 059

Summa eget kapital

Avséttningar

5681 624 4815 259

Owriga avsiliningar Not 23 318 841 458 466
Summa avsétiningar 318 841 458 466
Skulder

Kortfristiga skulder

Leverantirskulder Mot 20 1478 760 956 677
Skulder till koncernféiretag Mot 28 98 575 352 241
Aktuell skatteskuld a 73318
Ovriga skulder 412 839 224 546
Upplupna kostnader och férutbetalda intkter Mot 24 1071383 777 455

Summa korifristiga skulder

3081557 2384 237

Summa skuider

SUMMA EGET KAPITAL OCH SKULDER
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FORANDRING EGET KAPITAL

Axis Communications AB
Org nr 556253-6143

Rapport dver férandring eget kapital

Ingaende balans 2023-01-01
Omfbring resultat féregdende ar
Arets resultat

Utgaende balans 2023-12-31

Ingéende balans 2024-01-01
Omftring resultat foregdende ar
Arets resultat

Utgdende balans 2024-12-31

Bundet eget kapital Fritt eget kapital
Balanserat Arets

Aklickapital  Resenvfond resultat resultat
160 40 2 201 519 1346 201
1346 201 -1 346 201
1267 339
160 40 3547720 1 267 339
160 40 3547 720 1267 339
1 267 338 -1 267 339
886 365
160 40 4 815059 866 365
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KASSAFLODESANALYS

Axis Communications AB
Org rr 556253-6143

24.01.01 23.01.01
-24.12.31 -23.12.31

Kassaflide fran den l6pande verksambet

Resultat fére finansnetto

Justering for poster som €] ingar | kassaflddet:
Avskrivningar

Erhéllen rénta

Erlagd rénta

Erhéllen utdelning

Realisationsresultat

Féréndringar i avsatiningar

Betald skatt

Kassaflade fran den lépande verksamheten ore
firdndringar av rérelsekapitalet

Kassaflode fran férdndringar i rérelsekapitalet
CkningMinskning av varulager
Okning/Minskning av fordringar
Okning/Minskning av kortfristiga skulder
Kassafldde fran den l8pande verksamhelen
Kassaflode fran investeringsverksamheten
Férvary av dotterbolag

Inbetalt aktiedgartillskott till dotterbolag
Awytiringar av dolterbolag

Firvérv av materiella anlaggningstiligangar
Férvarv avimmateriella anléggningstillgangar
Farvdry av finansiella anlaggningstillgéngar

Kassafldde fran investeringsverksamheten

Kassaflode fran finansieringsverksamheten
Erhallettamnat koncernbidrag

Kassaflbde fran finansieringsverksamhelen

Arets kassafltide

Likvida medel vid arets bérjan
Férandring likvida medel

Likvida medel vid arets slut

864 035 1276 053

197 250 181110
17 870 7 604
-167 -106

191 465 91 746
8999 11 154
-139 625 112745
-350 649 -259 245

782178 1421 061

451 870 -1 423 877
-1 938 446 1542193
750 638 -1 750 641

53 240 -211 264
=131 =12

-5 469 -

- 100

-217 032 -176 757
-4 407 -3 081
-228 039 -178 750
-25 385 178 085
-25 385 178 085
<200 184 212 929
200 184 413113
=200 184 -212 929
Not 25 0 200184
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Axis Communications AB
Org nr 556253-6143

MOTER

Not 1 Redovisningsprinciper

Arsredovisningen upprittas med tilldmpning av arsredovisningslagen och BokfGringsndmndens
aliménna rad BFMAR 2012:1 Arsredovisning och koncernredovisning (K3).

Koncernredovisning
Axis Communications AB &r elt helagt dotterbolag tilt Axis AB (55624 1-1065) med séte | Lund.

Axis AB Ingér i Canon-koncernen med Canon Inc som det yitersta moderforataget.
Koncernredovisning avidmnas av Canon Inc. Denna finns tillgénglig pa www.canon.com
Ingen koncemredovisning har uppréttats med stdd av Arsredovisningslagen 7 kap. 2 § punkl 1,

Redovisningsvaluta
Arsredovisningen &r upprittad i svenska kronor och beloppen anges i tusentals kronor om inget annat anges.

Poster i utldndsk valuta
Transakfioner | utléindsk valuta omriknas enligt de valutakurser som galler pa transaklicnsdagen. Fordringar
och skulder | utléndsk valuta omraknas till balansdagskurser. Uppkomna kursdifferenser ingdr i rirelseresultatet.

Utlandska filialers tillgéngar och skulder omraknas for monetéra poster till balansdagskurs och fér icke-monetira poster
till anskaffningsvérde.

Intdktsredovisning

\fid férséljning av varor redovisas inkomsten som intékt nér de vsentliga forméner ach risker som &r forknippade med
&gandet av varan har dverfirts fran bolaget till képaren. Firséliningen redovisas efter mervardesskatt, liknande skatter
och rabatter.

Forskning och utveckling

Axis teknologl bygger pa internt utvecklade ASIC-(Application Specific Integrated Circuit} plattformar vilka

utgdr kdrnan i Axis produkter, Matverksapplikationer baserade pa dessa plattformar, sorm t ex

nétverkskamerar, skrivarservrar etc betraktas som anpassningar av kérnprodukten. Axis tillimpar kostnadsforingsmodellen,
vilket innebar all s&val ulgifter for utveckling av nya plattformar som utgifter for anpassning av plattformarna till olika
natverksapplikationer kostnadsférs nér de uppkommer. Utgifter for forskning belastar resultatet det ar de uppkommer.

Koncernbidrag
Savél erhdlina som lAmnade koncernbidrag redovisas som bokslutsdisposition i enlighet med alternativregeln.

Inkomstskatter

Aktuell skatt
Aktuell skatt avser inkomstskatt for innevarande rakenskapsar samt den del av lidigare rékenskapséars inkomstskatt
som &nnu inte redovisats. Aktuell skatt ber8knas utifran per den skattesats som géller per balansdagen.

Uppskjuten skatt

Uppskjuten skatt &r inkomstskatt som avser framtida rakenskapsar till f6ljd av tidigare héndelser,
Redovisning sker enligt balansrikningsmetoden, Enligt denna redovisas uppskjutna skatteskulder ach
uppskjutna skattefordringar pa temporara skillnader som uppstar mellan bokforda respektive skalteméssiga
viirden or tillgéngar och skulder samt for dvriga skatteméssiga avdrag eller underskott.

Uppskjutna skattefordringar nettoredovisas mot uppskjutna skatteskulder endast om de kan betalas med ett
netiobelopp. Uppskjuten skatt berdknas utifréin beslutad skattesats pa balansdagen. Effekter av férandringar
i péllande skaitesatser resultatférs | den period forBndringen lagstadgats. Uppskjutna skattefordringar
reduceras till den del det inte &r sannolikt att den underliggande skattefardran kommer att kunna

realiseras inom Gverskadlig framtid, Uppskjuten skattefordran redovisas som finansiell anlaggningstillgang
och uppskjuten skatteskuld som avséttning.

Immateriella/materiella anldggningstillgangar

Axis immateriella anldggningstillgdngar utgors av férvirvade rattigheter,

Férvérvade réttigheter redovisas till anskaffningsvérde efter avdrag {6r ackumulerade avskrivningar
enligt plan. | anskaffningsvérdet ingar utgifter som direkt kan hanfbras till forvarvet av tillgangen.
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NOTER

Mot 1 Redovisningsprinciper (forts)

WMateriella anlaggningstillgéngar utgiirs av inventarier, verktyg och installationer och redovisas till
anskaffningsvérde efter avdrag for ackumulerade avskrivningar enligt plan,

| anskaffringsvirdet ingdr utgifter som direkt kan hanféras till frvarvet av tillgangen.
Tillkommande utgifter som avser tillgAngar som inte delas upp | kemponenter, [dggs till
anskaffningsvardet om de beddms ge firetaget framtida ekonomiska férdelar,

Utgifter fir IBpande reparationer och underhall redovisas som kostnader.

Inga pantséttningar eller dtagande om framtida investeringar foreligger.

Avskrivningar enligt plan
Avskrivningar enligt plan gérs berdknat pa ursprungliga anskaffningsvérden med hénsyn tagen till eventuelit restvérde
och baseras pa tillgangamas beddmda nytjandeperiod enligt filjande:

Inventarier, verktyg och installationer 35ar
Réttigheter 3ar

Beroende péa den mycket snabba utvecklingstakten for PC-datorer har utgifter fér dessa kostnadsforts,

Nedskrivning av icke-finansiella tillgangar

Mar det finns en indikation pa att en tillgangs vérde minskat, gérs en prévning av nedskrvningsbehoy. Har tillgangen
et atervinningsvirde som &r 13gre &n det redovisade vrdet, skrivs den ner till &tervinningsvirdet. Under aret har
inga nedskrivningar gjorts.

Leasingavtal
Samtliga leasingavtal dér Axis ar leasetagare redovisas som operationell leasing (hyresavial), oavsett om avtalen
ar finansiella eller operationella. Leasingavgiften redovisas som en kostnad linjért Sver leasingperioden.

Finansiella instrument

Axis finansiella instrument utgbrs av Andelar | dotterforetag, Andra finansiella tiligangar, Kundfordringar, Fordringar hos dvriga
kencernfiratag, Ovriga fordringar, Kassa ach bank, Leverantéraskutlder, Skulder till dvriga koncernféretag ach Gvriga skulder.
Samtliga finansiella instrumenit bortsett fran Andelar i dotterforetag redovisas och vérderas i enlighet med kapitel 111 K3,
utifran anskaffningsvérdet. Andelar i dotterfiretag varderas till anskaffningsvirdet vid forvarvstidpunkten, vilket

utdiver inkdpspriset inkluderar évriga utgifter som @r direkt hanférliga fill rérelsefarvarvet samt eventuell tilldggskopeskilling.

Axis tillEmpar nettoredovisning av kundfordringar i fall dér Axis motpart i sin tur har krav pa Axis | form av
upplupna rabatter kopplat till inkdp fran Axis.

Varulager
Varulagret varderas, med tilldmpning av first-in férst-ut-principen, till det 1agsta av anskaffningsvérdet och dess nelto-
forséliningsvarde. Med nettofbrsdljningsvirde avses varornas forsdliningsvérde minskat med firsaljningskostnader.

Avsittningar

Avsattningar redovisas nér bolaget har en innevarande legal eller informell forpliktelse som ett resultat

av tidigare héndelser och dar ett utfidde av resurser &r troligt fér att reglera dtagandst, och dér det &r

mdéiligt att pa ett tillforlitligt satt berakna beloppet. Foretaget nuvérdesberiknar forplikielser som véntas

regleras efter mer &n tolv manader. Den dkning av avsatiningen som beror pa att tid forflyter redovisas som réntekostnad.

Avsétiningar for garantireserver baseras pa historisk information samt aktuella trender som kan tyda pa att framtida
utfall kan kormma att avvika fran de historiska.

Erséttningar till anstilida {pensioner)
Pensioner till anstéllda redovisas enligt Tryggandelagen och K3:s férenklingsregel for planer i de fall en pensionspremie betalas,

Foretaget har dven avgiftsbestamda pensionsforpliktelser vilka uteslutande &r beroende av virdet pa av fSretaget dgda
kapitalférsdkringar. Kapitalforsdkringarna redovisas som finansiell anlaggningstillgang. | enlighet med férenklingsregeln | BFNAR
2012:1 redovisas pensionsforpliktelsen som en avsattning till samma vérde som kapitalférsékringens redovisade varde.

Sida 11

3 This fils is sealed with a digital signature.
il The sealis o guarantes for the authenticity
of the document.

hewipmesrit 10 )
BIORAZTA7 P44 508 PAGF D0diE T 124



2006700

5

4258

.
e

Axis Communications AB
Oirg nr 556253-6143

NOTER

Not 1 Redovisningsprinciper (forts}

Kassaflidesanalys

Kassaflédesanalys uppréttas enligt den indirekta metoden.

Arets féréindring av kassabehaliningen delas upp | rérelseverksamhet, investeringsverksamhet
respektive finansieringsverksamhet, Utgéngspunkten for den indirekta metaden 8r rirelseresultatet
justerat med sadana transaktionier som inte medfért in- eller utbetalningar, Med likvida medel avses
kassa och bankmedel samt kortfristiga placeringar. Samiliga poster ingaende i likvida medel kan
relativi omgaende konverteras till kontanter.

Nyckeltalsdefinition

Soliditet

Eget kapital och obeskattade reserver (med avdrag for uppskjuten skatt) i forhallande till
balansomslutning

Not 2 Uppskattningar och bedémningar

Axis gbr uppskatiningar och beddmningar om framtiden. De uppskattningar fér redovisnings&ndamal som blir fljden

av dessa kommer, definitionsmassigt, séllan att motsvara det verkliga resultatet. Prévning gors av poster med viss os#kerhet,
sasom fordringar och skulder till dotterbolag. | Gvrigt &r de uppskatiningar och antaganden som innebér en betydande risk for
vasentliga justeringar | redovisade virden for tillgangar och skulder under nistkommande ar | huvuddrag behandlade nedan,

Aktier | dolterbolag

For att styrka bokfarda varden i aktier i dolterbolag gér Axis arligen nedskrivningstester.

Baserat pa nedskrivningstester pa balansdagen gérs bed@mningen att det inte forefigger nagra nedskrivningsbehov
av bokfdrda virden pd andelar | koncemfretag.

Garantier

Sedan 2020 har koncernen dndrat till atf erbjuda | allménhet fem ars garanti pa sina natverksprodukter, mot tidigars

tre &rs garantitid. Ledningen gér en uppskattning av erforderlig avs&tining fér framtida garantikrav baserat pa information
om historiska garantikray.

Upplupna rabatter

Axis sdljmodell innehaller ett moment med rabatter som regleras | efterhand. Rabatternas storlek avgéirs bland annat av volym
ach till vilken typ av partner distributéiren séljer produktermna. Ledningen gbr en uppskattning av erforderlig reservering fér
upplupna rabatter baserat pd information om historiska rabattnivéer och frvantat utfall,

Not 3 Hallbarhetsrapport

Féretaget upprattar enligt ARL 7 kap 31 a§ inte nagon lagstadgad halibarhetsrapport. Moderfiretaget Axis AB (556241-1065)
med séte | Lund uppréttar hallbarhetsrapport fr koncernen dér firetaget ingér, Den inkluderas som en del | Arsredavisningen
for Axis AB.

Upplysningar il enskilda poster

Not 4 Nettoomsittningens fardelning pa geografiska marknader

Nettoomséttningen fardelar sig p4 geografiska marknader enligt foljande:

24-12-31 23-12-31
Europa ({inkl. Afrika och Mellandstern) 5160 287 4 851 384
Koncernintem farsaljning 10 189 520 9 564 857
Summa 15 349 807 14 415 941
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Axis Communications AB
g nr 556253-6143

NOTER

Not 5 Personal

Medeltalet anstdllda med férdelning pa kvinnor och mén har varit:

Kvinnor Man Totalt
2024 2023 2024 2023 2024 2023
Sverige (Lund, Linképing & Stockholm) 826 753 2099 1947 3625 5700
Qatar (Doha) 0 0 3 3 3 3
Totalt B26 753 2102 1 950 2928 2703

Styrelsen, 3 tll antalet, och VD utgbrs av mén, i likhet med foregaende &r.

Léner och ersétiningar har uppgatt tll:

Styrelsa & VD Cwriga Totalt
2024 2023 2024 2023 2024 2023
Sverige 10 904 9248 2121112 1622 408 2132016 1631 656
Clatar 1 0 4013 4 415 4013 4 415
Totalt 10 904 9 248 21251256 1 626 823 2136 028 16836 071
(varav
Léner och ersétiningar Soclala kostnader pensionskostnader)
2024 2023 2024 2023 2024 2023
Sverige 2132016 1631656 441 563 856 056 283 303 233 873
Qatar 4013 4 415 0 0 0 0
Tolalt 2136029 1636071 941 563 856 056 283 303 233873

Utbver erséliningen till styrelse & VD enligt ovan har bonus utgatt till dessa med 0 tsek (8.486 tsek).
Kostnaden for styrelsearvode tas fran och med arsstdmman i april 2018 i Axis AB (556241-1085).
Av totala pensionskostnader avsar 2.947 tsek (2.616 tsek) verkstéllande direktir.

Avgangsvederlag

| héndelse av uppsigning géller for verkstillande direktbren sex manaders dmsesidig uppsdgningstid.

Vid uppségning fran bolagets sida utgér et avgangsvederlag motsvarande toly kontanta méanadsléner. Vid uppségning fran
Verkstéllande direklBrens sida skall inget avgangsvederlag utga. Mellan bolaget och de andra ledande befatiningshavarma géller
en 6msesidig uppségningstid om tre till sex manader. Vid uppségning frén bolagets sida ulgar ett avgangsvederlag motsvarande
upp tilt tolv kontanta manadsléner. Vid uppsigning fran en ledande befattningshavares sida utgar inget avgéngsvederlag.

Mot 6 Avskrivningar

24-12-31 23-12-31

Avskrivningar av materiglla och immateriella
anléggningstillgéngar uppgér till: 187 251 181 110
197 251 181 110

| resultatrékningen redovisas avskrivningarna i posterna kostnad salda varar, forséljningskostnader, administrationskostnader
och forsknings- och utvecklingskostnader.
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Adls Communications AB
Org nr 556253-6143

NOTER
Not 7 Revisionsarvoden
24-12-31 23-12-1
Revislonsuppdragst :
Deloitte AB 7 200 8090
Revisionsverksamhet utbver revisionsuppdraget - -
Skatteradgivning - .
7200 8090
Not & Operationella leasingavtal
24-12-31 23-12-31
Framtida minimileaseavgifter avseende
icke-uppségningsbara leasingavial
Férfaller till betalning inom eft ar 205 887 123 918
Forfaller till betalning senare &n ettmen Inom 5 &r 523 318 321715
Férfaller till betalning senare &n 5 ar - -
729 208 445633
Under perioden kostnadsfbrda leasingavgifier 231827 236 145

Avser operationell leasing hanfdrig till fér verksamheten normala avial inom angivna intervall avseende ej uppségningsbara
hyreskontrakt. De flesta leasingavtalen avseende lokaler innehéller villkor som ger rétt att forldnga avialet ifraga under

an férutbestamd tidsperiod, och innehaller inte nAgon dvergang av &ganderétten till fastigheten vid laptidens slut
eller nagra ekonomiska férdelar avseende vérdestegring pa leasad fastighet.

Naot 9 Inkap och farsilining mellan koncernforetag

24-12-31 23-12-31
Andel av arets totala ink8p sor skett frén andra
féretag inom koncermen 6% 7%
Andel av arets totala forséljning som skett {ill andra
féretag inom koncernen B6% 66%
Not 10 Resultat fran andelar | koncernféretag

24-12-31 23-12-31
Erhéllen utdelning fran dotterforstag 191 455 a0 942
Resultat vid avyitringar - 804
Medskrivning av aktier | dotterfdretag - -

191 455 91 746

Not 11 Rénteintéikter och liknande resultatposter

24-12-31 23-12-31
Rénteintékter externa 7141 7 604
Rénteintikter interna 10 729 -
Summa 17 870 7604
Mot 12 Rintekostnader och liknande resultatposter

24-12-31 23-12-31
Réantekostnader =157 -108
Sumima -157 ~106

Sida 14

This file is sealed with a digital signature.
The seal is & guasrantee for the authenticity
of the document,

Uocument 10
BICHALTALIA4 3550 1405 DISARTL 1



NOTER

Axis Communications AB
Org nr 556253-6143

Not 13 Bokslutsdispositioner

Erhallet koncernbidrag

Lémnat koncernbidrag

Férandring avskrivningar dver/understigande plan
Summa

Mot 14 Skatt pa arets resultat

Férandring uppskjuten skatteintikt/kostnad avseende

temporéra skillnader

Justering tidigare drs aktuella skatt
Aktuell skatt

Summa

24-12-31 23-12-31
657 191 962

-26 042 -13 877
21228 24185
-4 157 202 270
24-12-31 23-12-31
10 892 16 825
-17 678 -
=195 997 -327 053
-202 681 -310 228

Axis har ett redovisat resultat fére skatt pa 1.069.046 tsek. Om alla redovisade intikter och kostnader var skattepliktiga
respektive avdragsgilla skulle den aktuella skatten bli 20,6% av 1.069.046 =220.223 Isek
Som framgér av tabellen nedan &r den akiuella skatten 195.997 tsek.

Redovisal resultal fore skatt

Skatt beraknad enligt géllande skattesats 20,6%
Ej avdragsgilla kostnader

Skillnad | utlandska skattesatser

Ej skattepliktiga intdkter

Redovisad aktuell skattekostnad

Not 15 Réttigheter

Ingdende anskaffningsvarde
Arets anskaffringar
Utgéende anskaffningsvarde

Ingaende ackumulerade avskrivaingar enligt plan
Arets avskrivning enligt plan
Utgadende ackumulerade avskrivningar enl plan

Utgaende planenligt restvérde

Sida 15

24-12-31 23-12-31
1068 048 1 577 667
-220 223 -324 979
-14 357 -19 859
=1 107 -1275
39 891 19 060
-195 997 -327 053
24-12-31 23-12-31
111 646 111 646
0 Y]

111 646 111 646
-71 467 -44 916
-26 184 -26 551
-97 651 =71 4867
13 995 40179
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NOTER

Axis Communications AB

Org nr 556253-6143

Not 16 Inventarier, verktyg och installationer

24-12-31 23-12-31
Ingdende anskaffningsvirde 1125870 967 635
Arets anskaffningar 151 169 123737
Ombdassificering 27 000 49 322
Forsdljning/Utrangering -10 978 -14 824
Utgaende anskaffningsvérde 1293 061 1125 870
Ingédende ackumulerade avskrivningar enligt plan -848 188 -597 299
Arets avskrivning enligt plan =171 068 -154 559
Férsalining/Jtrangering 1879 3 670
Utgaende ackumulerade avskrivringar enl plan -1 017 275 -848 188
Underavskrivningar B85 286 44 058
Utgaende planenligt restvérde 341 072 321740
Not 17 Pagaende nyanidggningar och férskott avseende
materiella anldggningstillgangar

24-12-31 23-12-31
Ingéende anskaffningsvérde 61539 57 841
Arets akfivering 65 863 53020
Omklassificering =27 000 -49 322
Utgaende anskaffningsvérde 100 402 61539
Not 18 Andelar i dotterféretag

24-12-31 23-12-31
Ingaende anskaffningsvarde 101 328 101 416
Nyanskaffringar 131 12
Aktiedgartillskott 6 469 -
Avyttringar - 400
Utgaende anskaffningsvérda 107 928 101 328

Antal Andel Eget Arets Bokfort viirde
aktier  Rdster och kapital resultat
kapital 24-12-31 23-12-31
Cognimatics Aktiebolag 1 000 000 100% 0,1 264 1 100 100
org.nr. 556644-0096
Séter Lund, Sverige
Aais Ex AB 100% 200 2 568 2148 100 100
org.nr. 556599-4562
Sate: Lund, Sverige
Axis Communications SA 100% 320 7643 g 482 320 320
Sate: Frankrike
Axis Communications (UK) Lid 30 000 100% 378 11 052 5472 376 376
Séate: Storbritannien
Sida 18
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Axis Communications AB

Org nr 556253-6143
NOTER
Antal Andel Kot Eget Arets Bokfart varde
aktier  Roster och vérde kapitat resultat

kapital 24-12-31 23-12-31
Axls Communications GmbH 1 100% 223 18 087 8633 223 223
Séte: Tyskland
Axis Communications Inc 10 000 100% B0 594 592 355126 45430 45 430
Séte: USA
Axis Communications KK 200 100% 762 13 864 10212 9534 9534
Site: Japan
Axis Communications (S) Pte Ltd 50 000 100% 237 65 411 30 484 877 677
Séte: Singapore
Axis Communications Lida 19 999 100% 208 -1 078 -7 141 3372 3372
Séte: Brasilien
Axernet Communications SA 100 000 100% 550 4 276 1698 550 b550
Séte: Spanien
Axis Communications BV 182 100% 156 5 789 2 996 155 158
Séte: Mederlanderna
Axis Communications SA Pty 100 100% 3 2439 627 3 3
Séte: Sydafrika
Axis Communications Lid 1000 100% 1814 7 255 12512 1614 1614
Site: Hong Kong, Kina
Axis Video Systems India Privat Lid 162 999 100% 301 7 863 1076 301 301
Sate: Indien
Axis Communications Talwan Co,, Ltd 100 000 100% 208 1316 541 208 208
Séte: Talwan
Axds Communications New Zealand Ltd 100 100% 1 1721 276 1 1
Séte: Nya Zeeland
Axis Communications Romania S.R.L 250 100% 1 225 154 12 12
Séte: Rumdnien
Axis Communications Srl 1 100% 92 3101 3005 92 92
Séte: Italisn
Axis Communicacanes Chile Ltd - 99% 79 B 875 365 & 548 74
Séle: Chile
Axis Communications Inc 100 100% i 43 625 -6 047 23574 23574
Sate: Canada
Axis Communications Video 8dn Bhd 100 000 100% 219 1429 207 219 219
Séte: Malaysia
Axis LAC, S A.DECY 49 989 100% 27 18126 2425 10 377 10 377
Sate: Mexico
Axis Komunikasyon Hizmetleri ve 400 100% 42 584 261 42 42
Tic. Lid. $H.
Séte: Turkist
Axis Communications s.r.o - 100% 76 1 824 613 76 76
Séte: Tjeckien
Axis Communications OY 1 GO0 100% 23 2 4726 376 23 23
Sate: Fintand
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NOTER

Axis Communications AB
Org nr 5562583-6143

Axis Communcations de Argentina SA
Sile: Argentina

Axis Communications Poland Sp .z.0.0.
Séte: Polen

Axis Communications Colombia 8.A.8.
Séte: Colombia

Axis Communications FZE
Séte: Fdrenade Arabemiraten

Axis Communications AS
Sate: Norge

Axis Communications d.o.o
Sate: Kroatien

Agis Communications (Thalland) Ltd,
Sate: Thailand

Axernet Communications Kenya Lid.
Sate: Kenya

Axis Communications Belgium BV
Séte: Belgien

Axernet Communications PT
Site: Portugal

Axis Communications Denmark ApS
Séte: Danmark

Axis Communications Saudi Arabia Ltd,
Séte: Saudiarabien

Bokfért varde

Not 19 Uppskjuten skatt

Ingaende saldo

Tillkemmande skattefordringar
Aterférda skattefordringar
Utgaende saldo

Temporéra skillnader:
Uppskiulna skallefordringar

Avsétining for framtida garantikostnader

Ovriga upplupna kostnader

Uppskjuten skatt hénforlig till temporéra skillnader

- Skattesats 20,6%
Summa

Antal Andel Kvol Eget Arets Bokfért virde Bokfért vérde
aklier  Réster och vérde kapital resultat

kapital 24-12-31 23-12-31
45 000 80% 72 267 -22 72 72
500 100% 10 2434 1433 102 102
26 000 000 100% 101 2 B57 325 101 101
1 100% 1840 10512 5959 1 B840 1 840
100 100% 34 1344 351 34 34
10 100% 24 1173 285 24 24
12 800 100% 313 2 738 342 313 313
999 99% 173 622 3 173 173
100 100% 1 551 801 56 -
10 100% 1 167 212 11 -
40 100% 2 203 102 G4 -
a0 100% 1 000 4812 936 1211 1211
107 928 101 328

24-12-31 23-12-31

96 700 79874

107 BY2 96 700

-86 700 -79 B74

107 692 96 700

24-12-31 231231

456 484 425 665

66 291 43 751

522775 469 416

107 892 96 700

107 692 48 700
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Axis Communications AB
Org nr 556253-6143

NOTER

Not 20 Kundfordringar 24-12-31 23-12-31

Kundfardringar 370722 367 139

Reservering fiir virdeminskning i fordringar -82 -803
370 630 366 338

Axis tillampar nettoredovisning av kundfordringar i fall dar Axis motpart i sin tur har krav pa Axis i form
av upplupna rabatter kopplat till inkdp fran Axis. Per den 31 december 2024 r effekten av denna nettoredovisning

en reduktion av kundfordringar med 330.692 tsek (297.747 tzek).

HAwven nettoredovisning av kundfordringar emot leverantdrsskulder tillampas fér kontraktstiliverkare avseende fakturor
utstéiida till underleverantfirer da produkter skickats for, vidareféridling. Per den 31 december 2024 &r effekten av
denna nettoredovisning en reduktion av kundfordringar resp leverantSraskulder med 156.848 tsek (129.272 tsek).

Mot 21 Forutbetalda kostnader och upplupna intikter

24-12-31 23-12-31
Firutbetalda hyreskostnader 25787 30 180
Ovriga forutbetalda kostnader 128 933 125075
Summa 152 720 155 255
Not 22 Eget kapital
Antal aktier
2024 2023 2024 2023
kvotvirde  kvotvirde Antal Antal
A-aktier 100 100 1600 1 800
Not 23 Gvriga avsittningar
241231 23-12-31
Produkigaranti 267 700 414 715
Pensionsatagande 51 141 43 751
318 841 458 466
Axis produktgaranti omfattar fem ar pa samiliga natverksprodukter som koncemen erbjuder.
BerZkningen avseende framtida avsiitning baseras pd llgdnglig information och historiska garantikrav.
24-12-31 #3-12-31
Belopp vid arets ingang 414 715 306 222
Arets féréindring garantiresery -147 015 108 493
Belopp vid arets ulgang 267 700 414 715

Pensionsatagandet avser delar av ledande befattningshavares pension, dér dtagandet i sin helhst
sékrats via kapitalforsékringar.
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Axis Communications AB

Org nr 556253-6143
NOTER
Not 24 Upplupna kostnader och férutbetalda intakter
24-12-31 23-12-31
Férutbetalda intkter 28 257 41723
Upplupna lBnekostnader 521 168 335 923
Upplupna sociala avgifter 311 679 232163
CGriga upplupna kostnader 210 279 167 666
Summa 1071383 777 455
Not 25 Kassa och bank
24-12-31 23-12-31
Banktillgadohavanden 0 200 184
0 200184
Par 2024-12-31 forekommer negativt saldo pa cashpool-konto om -36,4 Mar,
Redovisas som en reducering av fordringar hos koncernforetag.
Ovriga upplysningar
Mot 26 Stéllda sdkerheter och eventualférpliktelser
24-12-31 23-12-31
Tullgaranti * 36 795 34118
Kapitalffirsakring 37 951 33 544
Owrigt 2770 2554
77 515 70214

“Varav 30.795 {28.116) avser tullgaranti utstalld till f6rméan fér Axis Communications Inc.
Not 27 Héndelser efter riikenskapsarets utgang

Inga véasentliga héndelser har intréffat efter rékenskapsarets utgang,

Not 28 Transaktioner med narstdende

Den 31 december 2024 uppgick féretagets kortfristiga fordringar hos koncemfiretag till 3.238 Mkr (1.524). Korlfristiga skulder
till koncernféretag uppgick till 98 Mkr (352). Transaktioner med nérstaende &r prissaita pd marknadsmassiga villkor,

Samtliga koncernféretag redovisas i not 18 Andelar i dotterfiretag. Information om styrelseledaméter och koncernledning samt
ersitining till dessa redovisas | not 5 Personal. Utdver den erséitining till styrelseledaméter och koncernledning som anges | not 5
har inga transaktioner med nérstaende fysiska personer &gt rum. Axis har inte l&mnat ian, stallt garantier eller ingatt
borgensfirbindelse for ndgon av styrelsens ledamdter eller andra ledande befattningshavare.

Axis Communications AB:s finansiella transaktioner med huvudégaren Canan Inc eller dess dotterféretag har under aret uppgétt till
217.984 thr (204.344), Axis foretagen hyr kantorsmaskiner av dotterforetag till Canon Inc.

Vidare har Axis och Canon ett samarbete ghllande tillverkning av Axis produkter | Canons fabriker. Axis 8r ocksé

aterforsaljare av Canons nétverksvideoproduktar | EMEA och Americas,

Axis har sténdigt ett antal pagaende forstudier och samarbetsprojekt med clika féretag. Alla frstudier och samarbetsprofekt &r
vél definierade, sker pad marknadsmassiga villkor, & till tydlig nytia f5r Axis och regleras vid behov av Non Disclosure
Agreements eller andra avtal. Axis har ett antal forstudier och samarbstsprojekt med féretag | Canon-

koncermen.

De viktigaste avtalen reglerar gemensamma utvecklingsprojekt, Fér narvarande pagér forstudier om mdjliga tillverkningssynnergier
som skulle gynna Axis, tillgdng till kunskap och teknologikompenenter frén Canon samt om Axis utnytijande av kunskap

och korslicensavtal inom Canen-koncernen, Om dessa forstudier skulle leda il avial och finansiella transaktioner

mellan Axis och Canon, kommer Sven dessa att ske pad marknadsmissiga och for Axis gynnsamma villkor.
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Mot 29 Resultatdisposition
Farslag till vinstdisposition
Balanserade vinstmedel

Arets resultat
Totalt:

Styrelsen och verkstillande direkiéren freslar alt vinstmedlen disponeras s&

i ny rékning balanseras

Lind

Martin Gren
Ordférande

Var revisionsberiftelse har avgivits den

Deloitte AB

Henrik Ekstrém
Auktoriserad revisor

Ray Mauritsson
Verkstallande direkior
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REVISIONSBERATTELSE

Till bolagsstéamman i Axis Communications AB
organisationsnummer 556253-6143

Rapport om arsredovisningen

Uttalanden
Vi har utfért en revision av &rsredovisningen fr Axls
o, ations Al fér rikenskapsaret 2024-01-01 - 2024-12-31,

Enligt var uppfattning har drsredovisningen upprattats | enlighet
med drsredovisningslagen och ger en i alla vdsentliga svseenden
réattvisande bild av Axis Communications ABs finansiellz stilining
per den 31 december 2034 oth av dess finansiella resultat och
kassaflide for dret enligh Srsredovisningslzgen.
Forvaltningsberdttelsen &r farenlig med &rsredovisningens Svrigs
delar.

Wi tillstyrker dérfér att bolagsstdmrman fastsidlier resultatrékningen
och balansrikningen.

Grund for uttalanden

Wi har utféiet revisionen enligh International Standards on Auditing
{iSA} nch god revisionssed | Sverige. Vart ansvar enligt dessa
standarder beskrivs narmare | avsnittet Revisorns ansvar, Vi ir
oberoende i farhallande il Axis Communications AB enligt god
revisarssed | Sverige neh har | Ovrigt fullglort virt yrkesetiska
ansvar enligl dessa krav.

Wi anser att de revisionsbeds vl har inhdmtat dr tillrickliga och
dndamdlsenliga som grund fér vare uttalanden.

Styrelsens och verkstdllande direktérens ansvar

Det &r styrelsen och verkstéllande direktéren som har ansvaret for
att drsredovisningen upprittas och att den ger en rittvisande bild
enligt drsradovisr lagen, Styrelsen och verkstillande direkttren
ansvarar dven fir der interna kontroll som de bedéimer &r
nisdvimdig f6r att vppedtta en drsredovisning som inte innehéller
nagra visentliga felaktipheter, vare sig dessa beror pa
oepentligheter eller misstag.

Vid upprittandet av drsredovisningen ansvarar styrelsen och
verkstillande direktéren for bed@mningen av bolagets férmiga att
fortsétta verksamheten. De upplyser, ndr s8 dr dllEmpligt, om
farhdllanden som kan paverka formagan att fortsdtia
verksamheten ach att anvinda antagandet om fortsatt drift,
Antagandet am fortsatt deift tlldmpas dock inte om styrelsen och
verkstillande direktéren avser att likvidera bolaget, upphéira med
werksamheten eller inte har ndgot realistiskt alternativ 1l att giira
nagot av detta.

Revisorns ansvar

Véra mdl &r att uppnd en rimlig grad av sdkerhet om huruvida
Arsredovisningen som helhet inte innehaller ndgra visentliga
felaktigheter, vare sig dessa beror pd oegentligheter eller misstag,
orh att [Eming en revisionsherdttelse som innehdller virs
uttalanden. Rimlig sikerhet &r en hdg grad av sikerhet, men dr
irgen garanti fir att en revision som utfors enligt 154 och god
revisionssed i Sverige alltid kommer att upptdcka en visentig

felakiighet om en sidan finns, Felaktigheter kan uppstd pd grund
av oegentligheter eller misstag och anses vara visertliga om de
enskilt eller tillsammans dmligen kan Hrdntas plverka de
skonomiska beslut som anvindare fatter med grund |
arsredovisningen,

Sam del av en revision enligt 154 anvinder W professionallt
omddme ach har en professionellt skeptisk instalining under hela
revisionen, Dessutom:

« jdentifierar och bed@mer vi riskerna fér visentliga
felaktigheter i rsredovisningen, vare sig dessa beror pd
oegentligheter eller misstag, utformar gch utfar
granskningsatgarder bland annat utifrin dessa risker och
inhdmtar revisionsbevis som ar tillréckligs och andamdlsenliga
for att utgdra en grund for véra uttalanden, Risken fér att inte
upptacka en visentlig felaktighet til foljd av cegentligheater dr
hogre &n for en vasentlig felaktighet som beror pé misstag,
eftersom cegentiigheter kan innefatta agerande i maskopi,
forfalskning, avsiktliga uteldr den, felaktig informatior
eller dsidosittande av intern kontroll,

«  skaffar vi oss en férstaelse av den del av bolagets interna
kantroll som har betydelse {Br vir revision i8r atl utforma
granskningstgarder som dr l@mphiga med hinsyn till
omsténdigheterna, men inte for att uitala oss om
effektiviteten | den interna kontrollen,

= utvidedersr vl Brpligheten | de redovismingsprinciper som
anvands och rimligheten 1 styrelsens och verkstillande
direktérens uppskatiningar | redovisningen och tillhdrande
upplysningar,

» drarvi en slutsats om lmpligheten i att styrelsen och
verkstallande direktaren anvander antagandet om fortsatt
drift vid upprattandet av rsredovisningen. Vi drar ocksd en
slutsats, med grund | de inhamtade revisionsbevisen, om
huruvida det finns ndgon viisentlig osikerhetsfaktor som avser
sadana hiindelser eller forhallanden som kan leda till
betydande tvivel om bolagets férmdga att fortsatta
verksamheten. Om i drar slutsatsen att det finns en visentlig
osikerhetsfaktor, miiste vi i revisionsberittelsen fasta
uppmirksamheten pd upplysningarna | arsredovisningen om
den visentliga usikerhetsfaktarn eller, om sddana
upplysningar 8r otillrdckliga, modifiera uttalandet om
arsredovisningen, Vira slutsatser baseras pd de revisionsbevis
som inbdmtas fram till datemet fér revisionsberéttelsen. Dock
an framtida hindelser slier firhillanden gora att ett bolag
inte iangre kan fortsitta verksamheten.

»  utvarderar vi den dvergripande presentationen, strukturen
och innehallet i Arsredovisningen, diribland upplysningarna,
och om drsredovisningen dterger de underliggande
transaktionerna och hindelserna pd ett satt som gar en
réttvisande bild,

Vi maste informera styrelsen am bland annat revisionens
planerade omfattning och inriktning samt tidpunkten fér den. Vi
miste ocksd informera om betydelsefulla iakttagelser under
revisionen, diribland de eventuells betydande brister | deninterna
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kontrollen som vi identifierat.

Rapport om andra krav enligt lagar och
andra forfattningar

Uttalanden

Utéiver var revision av Srsredovisningen har vi Sven utfért en
revision av styrelsens och verkstdllande direktBrens forvaltning fér
Axis Communications AB for rikenskapsdret 2024-01-01 - 2024-12-
31 samt av forslaget tll dispositioner betréffande bolagets vinst
eller forlust.

Vi tillstyrker att bolagssta 1 disponerar vinsten enligt férslaget
i firvaltningsherittelsen och beviljar styrelsens ledaméter och
verkstallande direktéren ansvarsfrihet fir rikenskapsiret.

Grund for uttalanden

Wi har utfiirt revisionen enligt god revisionssed | Sverige, Vart
ansvar enligt denna beskrivs ndrmare | avsnittet Revisorns ansvar.
Vi &r oberoende i farhallande bl Avis Communications AB enfigt
god revisorssed « Sverige och har | Herigt fullgjort wirt yrkesetiska
ansvar enligt dessa keav.

Wi anger att de revisionsbevis vi bar inhiimtat 8r tllvickliga ach
gndamélsenliga som grund for vara uttalanden.

Styrelsens och verkstillande direktbrens ansvar

Loet dr styrelsen som har ansvaret for firslaget till dispositioner
hetriffande bolagets vinst eller forlust. Vid forslag till utdelning
innefattar detta bland annat en beddmning av om utdelningen &r
fisrsvarlig med hiinsyn till de krav som bolagets verksamhetsart,
amfattning och risker stiller pd starleken av bolagets egna kapital,

korsolideringshehovy, likviditet och stillning | Gyrige,

Styrelsen ansvarar fr bolagets organisation och féraltningen ay
bolagets angeldgenheter. Detta Innefattar bland annat att
fortlGpande bedfima bolagets ekonomiska situation och att tillse
att bolagets organisation &r utformad s& att bokfdringen,
medelsforaliningen och bolagets ekonomiska angeligenheter |
Burigt kontrolleras pd ett betryggande sétt. Verkstillande
direktéren ska skiita den I8pande forvaltningen enligh styrelsens
riktlinjer och arsisringar och bland annat vidta de Mgdrder som &r
niidvandiga for att bolagets bokféring ska fullgbras |
Averensstimmelse med lag och fir att medelstirvaliningen ska
skiitas pd ett betryggande sitt.

Revisarns ansvar

Yart md! betrdffande revisionen av fdrvaltningen, och dirmed virt
uttalande om ansvarsfribet, 3r att inhdmta revisionsbevis for att
med en rimlig grad av sakerhet kunns beddma om ndgon
styrelseledamot eller verkstillande direktéren | nigot viisentligt
avseende:

s foretaglt ndgon dtgsrd eller giort sig skyldig 8l ndgon
firsummelse som kan foranleds ersittningsskyldighet mat
bolaget, eller

+ o ndgot annat sétt handlat i strid med aktisholagslapen,
rsredovisningslagen eller bolagsordningen,

Yart mél betrdffande revisionen av forslaget till dispositioner av
balagets vinst eller férlust, och dirmed virt uttalande om detta, 3¢
att med rimlig grad av sBkerhet bedBma om forslaget 3 frenligh
med aktiebolagsiagen.

Rimlig sékerhet ir en hog grod av sdkerhet, men ingen garanti for
att e revision som utfdrs enligh god revisionssed | Sverige alitid
komimer att upptacka tgdrder eller farsummelser som kan
foranleds ersdttningsskyldighet mot bolaget, eller att ett forslag il
dispositioner av bolagets vinst eller fariust inte r forenligt med

Axis Commundcations AR
organisativnsnummer 556253-6143

22

aktiebolagslagen,

Som en del av en revision enligt god revisionssed | Sverige
armdnder i professionellt ordéme och har en professionelit
skeptisk instillning under hela revisionen. Granskningen av
farvaltningen och férelaget till dispositioner av bolagets vinst eller
farlust grundar sig framst pé revisionen av rikenskaperna, Yilks
tillkormmande granskningsitgirder som utfirs baseras pa vir
professionella beddmning med utgangspunkt i risk ach
wasentlighet, Det innebdr att i fokuserar grarskedngen pd sidana
Atgirder, omriden och férhdllanden som dr visentliga fér
verksamheten och dir avsteg och Gvertradelser skulle ha sérskild
betydelse for balagets situation. Wi glir igenom ack privar fattade
beslut, beslutsunderiag, vidtagna dtgdrder och andra forhdllanden
som ar relevanta fér vart uttalande om ansvarsfribet. Som
underlag far vart uttalande o styrelsens farslag i dispasitioner
betrffande balagets vinst eller farlust har i granskat om férslaget
&r forenligt med aktiebolagslagen.
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FINANCIAL HIGHLIGHTS

illions of yen Thousands of U.5. dollars
{except per share amounts) fexcept per share amounts)
2024 2023 Change {%) 2024
MNet sales ¥ 4,509,821 ¥ 4,180,972 +7.9 £ 28,543,171
Operating profit 279,754 375,366 -25.5 1,770,595
Income before income taxes 301,161 350,767 -22.9 1,906,082
Net income attributable to Canon Inc. 160,025 264,513 -39.5 1,012,816
Net income attributable to Canon Inc.
shareholders per share:

—Basic ¥ 165,53 ¥ 264,20 -37.3 s 1.05

—Diluted 165.44 264.08 -37.4 1.05
Total assets ¥ 5,766,246 ¥ 5,416,577 +6.5 $ 36,495,228
Canon Inc. shareholders' equity ¥ 3,380,273 ¥ 3,353,022 +0.8 $ 21,394,133

Motes:

1. Canon's consolidated financial statements are prepared in accordance with U5, generally accepted accounting principles,
2, .S, dallar amounts are translated from yen at the rate of JPY158 = LL5.81, the approximate exchange rate on the Tokyo Foreign Exchange Market as of
December 30, 2024, solely for the convenience of the reader,
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TO OUR SHAREHOLDERS

| ""‘“‘i";__f“{.lnnovatlon

" to bring about a prqsperolus;f
~safe, and fulfilling society

FUJ!O MITARA!

) Chairman & CEO
_ Canon Inc.

Achieved net sales target of the current five-year plan one year ahead of

schedule

The global economy continued to be besieged by challeng-
ing conditions in 2024, including rising energy costs against

a backdrop of heightened geopolitical risks, an economic
slowdown in Europe owing o high interest rates, and a
deceleration in the Chinese economy stemming from a slug-
gish real estate market. Despite this environment, consolidated
et sales for the fiscal year ended December 31, 2024, rose

Net sales and net income attributable to Canon Inc.
{Billions of yen)

approximately 8%, driven by semiconductor lithography
equipment and new businesses such as network cameras. This
means we achieved our net sales target of 4.5 trillion yen that
we set in Phase VI of the Excellent Global Corporation Plan
the five-year management plan that ends in 2025, one year

ghead of schedule.

Canon Inc. dividend per share
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BUSINESS .
I STRATEGY STRATEGY ESG

FInARICIAL Fipl AR AL CORPORATE
CVERVIEW SCCTION NATA

With improved profitability and increased operating cash flow, we raised

dividends by 15 yen

In addition to an increase in sales, we made every effort to
rein in distribution costs, manufacturing costs, and selling
expenses. This drove an increase in the range of 20% at all
profit levels, including operating profit, thus improving our
profitability. With regards to the medical business, business
opportunities have shrunk mainly due to the present deterio-
ration in the business aperating conditions of medical institu-

tions in Japan and the impact of geopolitical issues and other

factors. iImpacted by changes in the external environment, we
recorded an impairment loss of 165.1 billion yen in this busi-
ness, and subsequently, a decrease in profit. The impairment
had no impact on operating cash flow, which increased by
approximately 150 billion yen from the previous year. As for
dividends, to enhance shareholder returns, in 2024, the divi-
dend per share was 155 yen, an increase of 15 yen fram the

previous year,

2025, a year in which efficiency will be thoroughly pursued

2025 is the final year of our 6th five-year management plan, in
which we will thoroughly pursue efficiency to further raise the
profitability of our businesses. It is also a year in which we wili
make great strides toward achieving greater growth over the
next five years starti)ng from 2026, To further develop global
markets, we need to review our business portfolio which rap-

idly advanced over the past 10 years, identifying areas within
our operations that require improvement due to the impact of
the COVID-19 pandemic, and promote efficiency. Therefore,
to further enhance operational efficiency, we will primarily
focus on reforming our production and sales structures and

furthering innovative development.

Reorganization of production sites for further efficiency

Reforming our production structure is an urgent issue. In re-
sponse to the rapid appreciation of the yen in the 1980s, we
shifted production to the Asian region. However, with the
drastic changes in the global economic situation and the trans-
formation of Canon'’s business portfolio itself, it is now time to
reconsider the optimization of our production sites. We need

to consolidate the plants of businesses where demand has
contracted due to changes in the market environment, boost
capacity utilization rates of our production sites, and strengthen
rost competitiveness. We will start consolidating our produc
tion sites, which currently total about 60 around the world, into

countries and regions with political and social stability.

Transformation into a stronger, and more competitive organization

On the sales front, after reviewing the channels of each sales
company last year, we restructured organizations to better
align with the nature of each business, thus transforming sales
groups into stronger and more competitive organizations.
These reforms are mostly complete, but we will stay ahead
of the curve by implementing further reviews, particularly in
Europe, where a prolonged market downturn is expected.

In terms of product development, we will expand concur-
rent development on a company-wide basis in which prod-
uct development teams, product engineering divisions, and
manufacturing sites collaborate and work as one. In addition,

by utilizing digital transformation (DX) and simulation technol-
ogy, we will aim to reduce the development time and cost of
prototyping and further improve development productivity.
As the times change significantly, we will also focus on
strengthening our headquarter functions. To raise the pro-
ductivity of every individual, we will strengthen the system for
achieving the high efficiency and high wages that we have
been striving for, and will rapidly improve the performance
evaluation system to better reflect the abilities of employess—

in other words, to create a meritocracy.

CANON ANMUAL REPORT 2024
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ontinuously solve issues
trough its business 44

Continuing reforms that prioritize a thorough focus on profitability

| became President in 1995 and, as a manager over the past
30 years, | have been thoroughly committed to profitability
and have continued to reform our business operations. When

| joined the Company, most Japanese companies had a sales-
first approach, and as a sales rep, | was also a part of that.
What comnpletely changed my mindset was a remark from a
tax officer when | was transferred to our U.S. subsidiary. The
officer said that “company profits should actually exceed inter-

est rates on deposits.” Those words were both spot-on and

Profits are for all stakeholders
Why do we need profits? The answer is encapsulated in the
word kyosei, On the occasion of Canon’s 51st anniversary
in 1988, we established the corporate philosophy of kyosei
it conveys our dedication to seeing all people, regardless of
culture, customs, language or race, harmoniously living and
working together in happiness into the future. Through our
corporate activities, we are working to address issues that
hinder this harmony, such as economic, resource-related, and
environmental problems.

A company that cannot generate profits cannot maintain or
improve the lives of its employees and their families, nor can it

adequately return value 1o its investors, let alone contribute to

CANCN ANNLUAL REPORT 2024

shacking.

Profit-oriented management was the norm at blue-chip
companies in the U.S., and | was painfully aware of the differ-
ence in thinking compared to Canan at the time. With that
bitter experfence in mind, when | became President, | adopted
a "focus on profitability” policy. Since then, as a manager,
| have consistently focused on profit-oriented management -
while also being conscious of asset efficiency.

society. A company needed by saciety is one that can continu-
ously solve social issues through its business, And without
stable management, it is impossible to generate the innova-
tion that sodety demands.

People around the world simply wish to be happy and
prosperous. Canon is aligned with this desire and plays a role
in solving issues by implementing cutting-edge technology in
society. Accordingly, we must become a stronger company.
Around the world, there are many top-tier blue-chip firms that
are miles ahead of Canon. To grow into a truly global corpora-

tion, we will look 1o further strengthen our earnings structure.
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Over 30 years of sustainability measures
Nowadays, non-financial information, in addition to financial
information such as sales and profit, has also come to be
valued as part of a company's worth. Sustainability measures
have certainly become a major challenge for global corpora-
tions. For Canon, sustainability is a concept that overlaps with
our corporate philosophy of kyosei. That is why, for over 30
years, the entire Group has been working towards enabling
affluent lifestyles while protecting the environment.

We became the first in the industry to start collecting used

FINARCIAL FIEARCIAL CORPORATE
OVERVIEW ALCTIGH DATA

toner cartridges in 1990 in order to realize resource-efficiency,
and now operate five recycling centers worldwide: Japan, the
U.5., Germany, France, and China. We are also working on
phasing out the use of single-use plastics, a movement that is
gaining traction on a global scale. We are also working to stop
using polystyrene foam and switching to molded pulp instead
far use in product packaging materials, and also working to
reduce, reuse, and recycle plastic waste at our business sites,

Environmental measures are a key part of manufacturing

To prevent glabal warming as well, we aim to achieve net-zero
CQy emissions by 2050. We are focusing on reducing CO;
emissions across the entire lifecycle of our products, includ-
ing the supply chain, As a target for 2030, we aim to lower
our own CO; emissions by 42% and reduce emissions from
purchased goods and services as well as the use of sold prod-
ucts by 25% compared to 2022 levels. This target has been
certified by the Science Based Targets initiative (SBTi), which

promotes setting greenhouse gas emission reduction targets

based on sdientific evidence, We also consider environmental
measures to be an integral part of the manufacturing process.
Just as we improve the processes in product development,
manufacturing, and sales to cut costs, recycling water to
reduce environmental impact, for example, also contributes to
cost reduction. While actively utilizing our own technologies in
implementing our environmental measures one by one, at the
same time, we have leveraged such activities to strengthen our

earnings structure,

Nurturing internationally minded individuals who contribute to the global

community
In addition to solving social issues through our business ac-
tivities, Canon is engaged in social contribution activities
worldwide. We provide educational and sociocultural support
programs by leveraging our imaging and printing technologies,
and also contribute to the provision of medical care in develop-
ing countries through the use of our medical technology.

As for human respurces, which is crucial for sustainability,
in order to nurture “strong individuals,” Canon has thor-
oughly exercised fair and equitable placement, evaluation, and
treatment based on “meritocracy,” and fostered a corporate

culture that encourages the “enterprising spirit” of employees,
based on a mindset of "respect for humanity” that values a
sense of mission, responsibility, and ambition. We respect
diversity and actively promote the appointment and utilization
of human resources from an impartial point of view. Through
these initiatives, we hope that Canon employees will become
internationally minded individuals that can interact with, and
understand, people from around the world with different

cultures and values.
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Change is progress, transformation is advancement

Companies are destined to evolve together with society. Just
as lifestyles were transformed by the industrial revolution,
society continues to change through innovation. If we view
saciely as an ecosyslem, a company is merely one living entity
within it. If a company cannot adapt to change, it cannot
survive. For this reason, | have always urged employees to em-
brace change positively with the words “change Is progress,
transformation is advancement.”

Canon is a company that has been constantly changing.
Founded as a camera manufacturer in 1937, we saw the

camera market suddenly become saturated during the pe-
riod of rapid economic growth in the 1960s. In response, the
president at the time, Takeshi Mitarai, spearheaded Canon's
entry into the calculator market in 1964 and further promoted
business diversification with the slogan "Cameras in the Right
Hand, Business Machines in the Left,” which he coined in
1967, Subsequently, Canon introduced Japan's first domesti-
cally produced plain-paper copier and the world's first inkjet
printer, both of which helped its steady growth as a company.

Entire company coming together to overcome the biggest crisis since founding

Howaever, the IT revolution of the 2000s was an enormaous test
for Canon. The rapid uptake of smartphones and coud servic-
s led to a significant decline in net sales in our core business-
es, such as cameras and laser printers, and heavily impacted
sales of consumables like paper and toner, Furthermore, the
2008 financial crisis led to a prolonged downturn in the global
economy. The combined shock of rapid technological ad-
vancement and this crisis led to the biggest challenge Canon
had ever faced since its founding.

With a radical shift in our portfolio urgently needed, | once
again returned to the Company’s founding spirit. Canon is
a corporation that has always valued “people” the most. |
believed in the capabilities of our employees and bet on a
strategy to leverage the strengths of our existing businesses by
integrating themn with IT. We harnessed our camera technol-
ogy to develop network cameras that serve as the eyes for
safety and security in the community, and utilized our multi-
function device and printer technologies to enter the fields of
commercial and industrial printing, thereby planting seeds in
these growth areas.

As technology was evolving at an accelerated pace, we
determined that there was not enough time to develop new
technologies from scratch and turn them into businesses.

CANON ANNUAL REPORT 2024

Therefare, we did not hesitate to pursue a strategy of con-
ducting large-scale M&As. In addition to network cameras
and commercial/industrial printing, we acquired Toshiba
Medical Systems {(now Canon Medical Systems Corpaoration) in
order to strengthen our medical business, where technological
innovation is inevitable. We also acquired the U.S, company
Muolecular Imprints, Inc. and gained nanoimprint lithography
technology, an alternative to traditional lithography methods
for chip fabrication. By integrating the technologies acguired
through M&As with the technologies Canon has accumulated
over many years, we were able {o generate new value and
establish the four pillars of Printing, Medical, Imaging, and
industrial.

it is my policy to leave the management of acquired com-
panies to their respective management teams. This is because
during the acquisition exploration phase, in addition o con-
ducting thorough due diligence, we also assess whether the
managermnent team consists of individuals capable of continu-
ing to lead the company. This is an important factor for our
decision on the acquisition. Moreover, each company has its
own history, culture, and values, and therefore, | believe that
by respecting one another in this way, we can generate maxi-

murn synergies,
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Becoming a company that can contribute to the world through Al

Changing something from the status quo is always coupled
with some risk. Since | became President, we have been
formulating five-year management plans with the title of
Excellent Global Corporation Plan to reassess the trends of
the times every five years and to help guide Canon in the right
direction. Considering the advancements in technology and
changes in the business enviranment, it is difficult to foresee
10 years ahead, but | believe we can anticipate the future over
a five-year span.

The world is in the midst of an Al revolution. Canon’s four

business pillars——Printing, Medical, Imaging, and Industrial—
are all fields that have the potential to grow with the incor-
poration of Al. The medical business in particular has a mis-
sion to meet the well-being needs of extending the healthy
lifespans of people worldwide. In the fields of examinations,
diagnostics, and regenerative medicine, there is still room for
innovation to create new markets, Canon will take the lead in
technological development and contribute to the health and
happiness of people worldwide.

Maintaining profit-oriented management by being deliberate in council and

decisive in action

Reflecting on my 30-year career as a manager, | am reminded
that the pace of change in the times is growing even faster. In
a complex social landscape where various factors intertwine,
we are constantly faced with difficult choices. While we can
never handle everything perfectly, there is no time to look
back either.

| have long relied on the idiomatic phrase "be deliberate
in council, and decisive in action.” It means giving careful
thought before taking action, and then once a decision is
made, moving forward without hesitation. This phrase, which
my father, a physician, cornveyed to me when | started work-
ing, reflects the resolve of doctors to face people’s lives in an
era when, unlike today, they were unable to identify lesions in
advance with X-rays and other imaging technology.

The same applies to what can be done as a manager. Gather
as much information as possible, think through it by repeat-
edly using deductive and inductive reasoning, and once a deci-
sion is made, move forward resolutely without looking back.

The environment surrounding business management will
most likely continue to change rapidly. Nevertheless, Canon
will dauntlessly engage with cutting-edge technology, con-
sistently focus on profits, and take on challenges in the busi-
ness lines that can contribute to the international community.
All Canon employees are committed to supporting society.
Tagether, we will work towards achieving kyosel.

%;%%z:\”

Fujio Mitarai
Chairman & CEO
Canari Ing,
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Excellent Global Corporation Plan

Phase | to Phase V (1996-2020)

Canon launched the Excellent Global Corporation Plan in
1996, and has since strengthened its management base

through each of the plan’s five-year stages, from Phase |

through Fhase V.

During Phase |, we stressed thorough cash flow manage-
ment and significantly boosted productivity through the
introduction of our cell production system, along with other
measures. In Phase |, we stepped up efforts to digitalize our
office multifunction devices and camera offeriﬁgs_ endeav-
ored to strengthen the competitiveness of our products, and
established a strong earings structure. In Phase lll, we rode

the globalization and digitization wave to drive sales and profit

higher. In 2007, we achieved record-high sales of 4,481.3
billion yen and recorded net profit of 488.3 billion yen. During
that period, we also turned our attention to OLED displays
and welcomed Canon Tokki {formerly Tokk() and Netherlands-
based printer manufacturer Canon Production Printing {for-
merly Qcé) into the Canon Group.

During Phase IV, we promoted diversification by way of
expanding our existing businesses into other new businesses,
such as the Cinema EOS Systemn, whilst also accelerating
our M&A strategy in pursuit of new growth. In this man-
ner, we set out a dear direction for shifting our focus for
growth from B2C to B2B. At that time, we turned Milestone
Systems {“Milestone") and Axis Communications (“Axis")
into subsidiaries in order to reinforce and expand our rap-
idly growing network camera business. Additionally, Canon
Nanotechnologies (formerly Molecular Imprints) became a
subsidiary, and we furthered the development of next-genera-
tion semiconductor manufacturing equipment that uses nano-
imprint lithography, a technology that enables miniaturization
and cost reductions for semiconductor devices.

in Phase V, under the basic policy of "embracing the chal-
lenge of new growth through a grand strategic transforma-
tion,” we welcomed Canon Medical Systems Corporation
{"Canon Medical”; formerly Toshiba Medical Systems) into the
Canon Group, and complated the assembly of the four new

businesses—commerdal printing, network cameras, medi-

8 CANCOR ANNUAL REFORT 2024

cal, and industrial equipment—while carrying out structural
refarms on our existing businesses to re-establish their sustain-
able and highly profitable business structures. Thus we com-

pleted the first stage of our business portfolio transformation.

Canon transformed its mindset to focus more
on total (ot partial) optimization and profit-
ability (not sales) and ako engaged in thorough
cash flow management. We introduced various
husiness inhovations, induding the selection
and consolidation of business areas, and reform
activities In such areas as production and,
development. .

Phase |
1996-2000

\)‘"?

Phase |
2001-2005%

Airning to becoms No.b in all major business
areas, Canon focused on strengthening its com-
petitiveness by stepping up efforts to digitalize
its products In line with the changing times.
We embarked on a fundamental reform of
pracurement aclivity under the newly organized
Pracurement Headquarters, and we took steps
te refore inhouse systems, such as our person-
nel system, with the alm of balancing lifetime
 employment with merit-based principles.

7

Phase lIi
2006-2010

Canan maved ahead with new growth strate-
gies, including the enhancement of existing
businesses and expansion of new business
areas, and also implemented reforms for supply
chain managerment and [T systems in order o
achieve real-time management that can readily
adapt to changes. '

v
Phase IV
2011«2&15

Canon shifted away from a management policy
targeting expansion of scale and reinforced

its financial structure. While actively pursuing
M&As, we pushed ahead with the rebuilding

of our business foundation for future growth
with a view to entering industries that will

serve as new growth engines in step with the
changing times. C :

LY

‘Phase V
2016-2020

Carnon endeavored to reconsolidate its long-
stending core husinesses (namely, cameras and
office equipment) and completed the first stage

of the grand strategic transformation of its
husiness portfolic by warking to expand and
strengthen the following four new businesses

that would underpin Canon’s future: commerdial
pinting, network cameras, medical, and indus-
trial equipment. ' i
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Phase VI Basic Policy and Targets

In Phase VI that commenced in 2021, our basic policy is to
promote our portfolio transformation through improved pro-
ductivity and new business creation. For 2025, the final year of
Phase VI, we are targeting record-high net sales of more than
4,500 billion yen, an operating profit ratio of at least 12%,

a net profit ratio of 8% or higher, and in terms of financial

Phase VI Management Objectives and Progress
{Trillian yen)

.5 s 4.510rmore BER

4
S @ 12% orhigher Ta rge.t5
2 ) ke .. 2w Lg N 090 * Net Sales: 4.5 trillion yen or more

« Op. Profit Ratio: 12% or higher

- 3 » Net Income Ratio: 8% or higher
ks « ROE: 10% or higher

0 0

soundness, a shareholder equity ratio of at least 65%.

In 2025, the final year of Phase V1, we are focusing on the
following four key challenges: (1) strengthening and expand-
ing our industry-oriented business groups; (2) promoting
production structure reform; (3) promoting development
innovations; and (4} addressing cybersecurity risks,

2022 2023 2024 2025

W Met sales (eft aus) == Operating profit ratio lright auxs)

Phase VI Basic Policy and Key Strategies

Key Challenge 1

Strengthen and expand our industry-oriented business groups

In April 2021, we bundled together the existing and new
businesses that are technologically compatible with each
other and placed them into the following four groups:
Printing, Medical, Imaging, and Industrial. We intend to

further streamline operations by eliminating redundant func-
tions and combine technologies within the Group fo trigger

*chemical reactions” as we go about developing new prod-

ucts and solutions,

Net sales inth e el
N !Tmmg Return to double-digit profitability Circle size: Operating proft
3 't : . Figures. Cpersting profit ravie
One
trillion yen Sluggish market conditions o, l e
e <EYs 75 2024 3565 Bilayen
L ey (Gfa‘ﬂ\? ige 1) 3%
02 P .
Medical imaging . 2533 Double-digit growth

- e

7

Mote: Wedical figures far 2024 exclude impact of
impaiment loss

10% Inidsstrial

Operating profit ratic
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TO OUR BHAREHOLDERS

Key Challenge 2
Promote production structure reform

In an uncertain and unstable global erwironment, the sup-
ply chain is the lifeline of a manufacturer, and from a stability
and sustainability perspective, we need to review it. We are
seeking to achieve robust production and supply systerns by
reorganizing our domestic and overseas production sites and
consolidating them in countries and regions where we see
palitical and social stability. In addition, we are working to

improve the capacity utilization rates of production sites and
to promote the return of production of high-value-added
products to Japan. We will also concentrate our efforts an
automation and in-house production technologies through
collaboration among design, production technology, and

manufacturing sites, while improving cost competitiveness,

Key Challenge 3
Promote development innovations

Under such circumstances where the world is rapidly chang-
ing and cornpetition is becoming more severe, it is important
to swiltly launch products that are superior in terms of guality
and cost. At the developrment stage, which is the starting point
of such a plan, we will emiploy concurrent developrment, which
requires cooperation with praduction technology and produc
tiar sites for joint work, at a company-wide level, We will also

utilize digital transformation {DX) and simulation technologies

to reduce development tirme and costs for prototypes, etc., with
the aim of further increasing development productivity. To cul-
tivate innovation personnel who support development, we will
develop and strengthen a system to certify talented engineers
as "top sclentists” and "top engineers,” while supporting skill
improvernents through CIST, an in-house institution intended to

develop software engineers.

Key Challenge 4
Address cybersecurity risks

As for information security risks that are an increasing global
threat, while working on countermeasures against information
teakage from within the Group and cyberattacks from outside,
we are also taking other steps such as raising the awareness
of employees at a Group-wide level. In the unlikely event that
an information security incident occurs, we have established a
dedicated tearn, CSIRT*, to deal with it promptly.

CANON ANNUAL REPORT 2024

Furthermore, since we are working to boost the convenience
of our products and services by connecting thern to the cloud
and smartphones via netwarks, as a key initiative, we are also
working on countermeasures against cybersecurity risks, such
as the leakage of personal and confidential information, from
the development stage. ’

term for to deal with

*Computer Secunty Incidant Team
incidents and accidents related to computer security)
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AT A GLANCE

Guided by a core policy of "accelerate our corporate portfolio transformation by improving productivity and creating new business,”
Canon reorganized its business divisions into four industry-oriented business groups to make the best possible use of Canon’s broad
range of businesses and technologies

We will revisit all of our technological capabilities and business areas from the perspective of each group to build a more robust orga-

nization while actively pursuing M&A and other avenues to bolster Canon’s development and production and create new businesses.

| PR I NTI N G ‘ | . | Ne; Sales¥2,522,? billion / 56%§ha¥e of Net Sale(:;‘

From Home Printing to Commercial and Industrial Printing Number of Erﬁpfcyeesﬂ 111,733

Oiftice multifunction devices -

{MFDS)

Business
Total Net Sales

¥4,50

Total Number
170,

'D@gital sheet-fed presses )

Camputed tc’:amcgraphyi(CT) systermns k o ' Diagnustic X-ray systems

M%@E(ﬁﬁ%ﬁm o »f"NetSaes%{Sg%ghlllmﬁ!?E%Shareamewat

Co-creation with Healthcare Professionals Number of Emp!uyees ?3 289
Mot The totals do not amount o 100% because the sales of cach business unt include the sales relating to intersegment Yransactions.
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3 . Net Sales 233, 7 billion / 5% share of Net Sales
iy — Others & Corporate

& Number of Employees 11,966

M AG N G Net Sales 93 7.4 vittion 1 2 1% share of Net sales

From People's Daily Lives to Professional Settings Number of Employees 25'61 2

v
ENAERGIE,
i3 57E5]

(Carera

Mircarless cameras

Netwark cameras

Segments
for 2024

Digital cinema cameras RF lenses

9.8biion

ofEmployees  “-./
340

OLED Display Manufacturing Equiprent l FFD ( lat panel dlsp!ay I:thogréphy equupment
H L q ; EU“ & "E}”’“J 3 A Net Sales = .mh)‘&,ﬁ billion / ¢ "/ Share of Net Sales
e, ,
Contributing to Leading-edge Electronics Industry Murnber of Employees {,740
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PRINTING GROUP

Satisfying diverse printing needs with a broad
‘product lineup, while at the same time expanding
commercial and industrial printing | |

In commercial and industrial printing fields, as we ride the wave of transition from analog

to digital, we will further expand our business. We will also accelerate full-scale digital
transformation in both office and prasumer fields to increase market share.

14 CANON ANNUAL REFORT 2024
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Performance in 2024

Orders for commercial and industrial prmtmg equipment expanded and sales of aﬁice MFDs mcreased

due to steady service revenues

As for commercial and industrial printing, amid a continued

shift to digital, which addresses quick turnaround and wide-va- -

riety short-run printing and also offers advantages in terms of
operability, we have made several improvements to our prod-
ucts, based on customer feedback. At a quadrennial interna-
tional printing equipment trade fair held in Germany at the end
of May 2024, our industry-leading product lineup, including .
new products, was well received, leading to increased orders.
As for office MFDs, with solid demand for highly productive
core printing equipment, and our products which have been
highly evaluated ‘hy customers for their energy saving perfor-

Net Sales

{Billions of yen}

3,000

2,272%

2,346.1

mancé and maintainability, our install base of color models at
customer sites has increased, leading to stable service revenue.

Although sales of inkjet printers were affected by weak market
conditions in Europe and China, we recorded double-digit growth
in the unit sales of refillable ink tank models that benefited from
the launch of new products, As for laser printers, after the comple-
tion of shipment adjustments, sales have steadily recovered from
the second quarter, leading to increased sales for the full year.

As a result, on a consolidated basis, sales for this business
unit increased by 7.5% to 2,522.7 billion yen in comparison to
the previous term,

2,522.7

2024

Toward Further Growth

Pursuing the value of printin a digital séciety and expanding business domains

We will meet diversified printing needs by taking advantage of
the strength of offering a wide variéty of printing equipment
from printers for home use and for office use to commerdial
printers. ' '

As for digital commercial printing, the Company's sales
are growing. This reflects the enhanced image quality and
productivity that have spread throughout the industry as we
incorporate the feedback of printing company customers. ‘
We will develop sales channels through cooperation with
" Heidelberger Druckmaschinen AG, a leading German compa-

ny of offset printing equibment, while expanding our business
domain by making a full-scale entry into the industrial printing
field, specifically targeting labels and packaging, which have
high growth potential, to accelerate growth. '

As for office and home printing, since the market has ma-
tured and is not expected to grow substanﬁally, we will work to
increase market share by raising product competitiveness, and
review our structures of development, production, and sales,
to build a more effective organization for higher profitability.

CANON ANNUAL REPORT 2024




MEDICAL GROUP

Enhancing our presence through the development
of next-generation products centered on
diagnostic imaging equnpment and strengthemng
our global sales capabllltles

We are holstering our sales structure, particulariy in the United States, which is designated

16

as a key region, while accelerating development of Pheton Counting CT with the aim of
achieving the No.1 global market share in CT. We are also working to increase our market
share by boosting the product competitiveness of our MRI and diagriostic ultrasound systems.

CAMNON ANNUAL REPORT 2024



BUSINESS

STRATEGY STRATEGY

FIMANCIAL FiMANCIAL CORPORATE
OYERVIEW SECTION LATA

Performance in 2024

In diagnostic imaging equipment, sales of flagship models increased. Sales increased due to strong results,
mainly in the Unites States, Asia, and the Middle East

As for diagnostic imaging equipment, the market shrank, due
to China’s prolonged anticorruption campaign, economic
slowdown in Europe, and work style reforms at medical
institutions in Japan. However, we increased sales, particularly
in the United States, with our new flagship computed tomog-
raphy (CT) system, the "Aquilion ONE / INSIGHT Edition,”
which we globally released, the “Vantage Galan 3T/ Supreme
Edition,” a magnetic resonance imaging {MRI} system in which
key parts were replaced with ones made by Canon, and the

"Alphenix,” an angiography system. In the United States, a key

market for our growth, positive effects are emerging from the

strengthening of our sales structure and the forging of part-

nerships with medical institutions, We also saw sales growth

in emerging countries, incuding in Asia and the Middle East,
As a result, on a consolidated basis, sales for this business

unit increased by 2.7% to 568.8 billion yen in comparison to

the previous term.

538 568.8

Net Sales
{Billions of yen)
500
5133
200
0 .
2022

2023 2024

Toward Further Growth

Bolstering global sales capabilities and presence by expanding our lineup of mainstay diagnostic

imaging equipment

We aim to establish a solid presence in the field of diagnostic
imaging equipment, which serves as the core of the busi-
ness. In addition to further expanding our product lineup
that is comparable to that of competitors around the world,
strengthening our sales capability and presence overseas is an
urgent issue. In the United States which is a medically ad-
vanced country that has great influence in the global market,
while reinforcing our sales structures by means of increasing
our sales force and other resources, we are collaborating with
advanced medical institutions and strengthening relation-
ships with medical practitioners who serve as key opinion

leaders. In addition, Photon Counting CT, the next generation
CT, is drawing increasing attention as many papers based on

Canon's equipment have been published, We will work to im- -

prove Canon’s presence by realizing the early launch of Photon
Counting CT.

In terms of profitability, we began taking action by estab-
lishing the Medical Business Innovation Committee in February
2024 to identify areas for improvement. We will unify Canon
Inc. and Canon Medical Systems Corporation and improve
efficiency in our development, production, sales, and manage-
ment operations for higher profitability,

CANON ANMNUAL REFORT 2024
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IMAGING GROUP

Canon's mirrorless cameras support photographers with higﬁ-;ﬁrecmo‘n AF, superior image quality, and high refiability

Sales of cameras increased thanks to sustained
growth of core products while network cameras
also performed well |

By further expandmg our pmduct imeup, we aim to secure an overwhelming Nc 1
~ position in the global znterchangeable~lens camera market. We will aise axpand our
natwark camera business by capturing growmg demand. '
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Performance in 2024

Sustained growth in both interchangeable-lens cameras and network cameras

As for interchangeable-lens cameras, in August and Novernber
of last year, we launched new mirrorless cameras, namely the
“EQS RS Mark I," a new mainstream model for professionals
and enthusiasts, and the "EQS R1,” our flagship model, re-
spectively. As a result, we maintained mirrorless camera sales
growth as unit sales exceeded those of the previous term. The
sales of interchangeable lenses also increased due to sales
growth in high-value-added cameras, which led to net sales
growth in the camera categary overall.

The network camera market keeps on growing with a
continued focus on the security field, Sales of network cam-

Net Sales
(Billions of yen)

1000

3%

B&1.6

eras were sluggish in the first quarter due to inventory adjust-
ments. However, after inventory adjustments were completed,
we firmly secured growing demand by leveraging our power-
ful sales channels in Europe and the United States. As a result,
we posted growth in both network camera hardware and
software sales, which led 1o double-digit net sales growth also
in this term.

As aresult, on a consolidated basis, sales for this business

“unitincreased by 8.8% to 937.4 billion yen in comparison to

the previous term.

Toward Further Growth

Accelerating growth by creating attractive products and responding to increasingly diverse needs

As for digital cameras, it is important for us, as a leading com-
pany of cameras, 1o continue to provide attractive products
to users, including yaunger generations, and to stimulate the
market going forward. Canon will offer a lineup that satisfies
both demand for still image photography from professional
photographers and camera enthusiasts, and for diverse video
recording from sodal media users.

Demand for network cameras far surveillance applications
continues to increase to ensure safety and security against
disasters and crimes.

At the same time, the need for in-store marketing and for
production control at manufacturing sites are growing. Canon

will accelerate its growth by responding to diversifying demand.

CANON ANMUAL REPORT 2024
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i- llne semlr.anductar l:thagraphy systems fcr advanced packaging which ccnmbute o) h|gh mtegratrcm of semmndumor devrces

Strong sales of mamstay, semlconductor
Ilthography equipment driven: byfa-.;growmg
demand for semiconductors, .
‘malnly for generatlve Al

As we take steps ‘tD ramp up productlon capacity to fully cképtt,}re the strong demand
for semiconductor lithography equipment, we also aim to e)(pand sales of nanoimprint
semiconductor manufacturing equipment that can redwze production costs and

power consumptmn '
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Performance in 2024

Sales of semiconductor lithography equipment increased due to robust demand, while demand for FPD
lithography equipment started to recover in the second half

As for semiconductors, demand for logic and DRAM for gen-
erative Al has grown significantly, and with the trend toward
domestic production from an economic secutity perspective,
demand for semiconductor lithography equipment has re-
mained strong. We have experienced a significant increase

in the sales of equipment for power semiconductors used in
electric vehicles (EVs), etc. As for our back-end processing
equipment for the advanced packaging of semiconductors
used in generative Al, which is recognized as the industry
standard, our unit sales more than doubled compared 1o the
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previous term.

For FPD (Flat Panel Display) lithography equipment, new
investment for IT panels installed in notebook PCs and tablets
and additional investment for smartphones due to advanced
functions gradually recovered as the earnings of panel manu-
facturers improved, This led to a slight increase in unit sales
compared with the previous term.

As a result, on a consolidated basis, sales for this business
unit increased by 13.3% to 356.5 billion yen in comparison to
the previous term,

s s e i wn

Net Sales
(Billians of yen)
)
3292
[N
E
200
P
0 i
2022

2023 2024

Toward Further Growth

Augmenting production capacity in preparation for increased demand for semiconductor lithography
equipment in line with medium-to-long-term market growth

We anticipate continuing market growth for semiconductors
driven by essential devices used in Al, 10T, electric vehicles
(EVs), and other technological innovations, And due to this,
demand for semiconductor lithography equipment is antici-
pated to also increase. Recognizing the need to significantly
baolster production capacity to respond to strong demand, we
have started construction of a new plant at our production site
in Utsunomiya that is scheduled to become operational
in 2025.

We are aiming to expand sales of "nanoimprint semicon-

ductor manufacturing eguipment” to further enhance sales’
growth potential, Unlike converttional methods that use light
to expose circuit patterns, this system forms circuit patterns by
pressing a patterned mold like a stamp. We are working with
semiconductor manufacturers to evaluate and test various
types of patterning for mass production.

in addition, we are also proceeding with the development of
ArF lithography equipment with the aim of launching it in the
second half of 2025. We will expand the coverage of semicon-
ductor production processes by enhancing our lineup.
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Canon seeks to solve
issues in society through
innovation.

Development of OLED materiarswm o

Canon’s R&D

Canon, founded in 1937 as a camera manufacturer, started to
expand its business domains from the 1960s to office equip-
ment, optical devices, and medical equipment. Today, we
operate in four industry-oriented groups: Printing, Medical,
Imaging, and Industrial.

We have continued to diversify our business operations

by practicing a style of core competency management that

Top Ten companies by number of US patents abtained in 2024

Samsung Electronics E;: ;

> TIMC 1 an abfrawation for Taivan
Senweonductor Marufaciudng Co Ltd,
¥ |8 is an abbraviglion for Internabonal
Bus:nass Machings Comoration,
Saurce:
Humbers of patents besed on figupes
rejeased by IF CLAIMS Patent Services
{a5 of January 15, 7025},
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intertwines our technologies in various ways. Namely, the
care competency technologies to create core products, the
fundamental technologies as the basis for technology ac-
cumulation, and value creation technologies that underpin
our product commercialization technologies. In addition,

the most distinctive feature of Canon’s R&D is that a halistic
environment (one where technologies can be joined in com-
plex ways) has been developed where it is possible to use and
deploy together throughout the company the "technologies
that go into products™ like core technologies/fundamental
technologies, and the "technologies that support products”
such as value creation technologies. Moreover, in order to
respond guickly to social issues, we have sought out the most
optimal R&D structure best suited to the times. Currently, in-
stead of having a single R&D department take on all research
and development areas, we have multiple R&D departments,
each responsible for specific fields. We have evolved this ag-
gregation of R&D functions in line with our business domains
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to engage in new manufacturing processes. Going forward,
we will continue to create new value through technology
and innovation and advance R&D in order to contribute to
solving increasingly complex and diverse social issues.

In 2024, R&D expenses amounted to 337.3 billion yen,
which equates to 7.5% as a percentage of net sales. Our
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focus on R&D has also helped us cement our leading position
in the intellectual property field. Canon was granted 2,329
patent applications in the U.S, in 2024, ranking it ninth in the
world. We also maintained our number one ranking arnong

lapanese companies for the 20th consecutive year.

Efforts to Develop and Expand Latest Technologies

Development of high-performance material for perovskite solar cells

Canon has developed a high-performance material for
perovskite solar cells, which are gaining attention as next-
generation solar cells. Perovskite solar cells are lightweight,
bendable, and can generate electricity even from indoor light-
ing, thereby offering a greater degree of freedom in installa-
tion than silicon solar cells. In addition, they are expected to
reduce capital investment costs because they do not require
large-scale manufacturing equipment. On the other hand, the
crystal structure of the perovskite layer {photoelectric conver-
sion layer) is susceptible to the effects of mainly moisture,
heat, and oxygen in the atmosphere, resulting in low durabil-
ity. Furthermore, stable volume production of perovskite solar
cells with large surface areas has shown to be problematic.

By applying the materials technology cultivated through the

development of photosensitive members, a key component
of multifunction office devices and laser printers, Canon has
developed a high-performance material to protect the photo-

electric conversion layer and improve durability.

ol

Research of high-performance material for perovskite solar cells

Development of compact terahertz device with world's highest cutput*

Canon has developed a compact, high-performance device
capable of transmitting terahertz waves more strongly and
over longer distances. The device delivers the world’s high-
est output and a high level of directivity (the concentration

of energy in a single direction). Terahertz waves consist of
electromagnetic waves that enable high-speed, high-capacity
communication and are expected to be deployed in such fields
as 6G telecommunications. They also have the potential to

be used in security applications because they can penetrate
certain objects without causing exposure to radiation. Canon
became the first Japanese company to receive the Best Paper
Award from a leading international journal published by IEEE

MTT-5, a world-renowned academic institute in the field of

microwaves,

*Among 450GHz sutput sermwonductor devices. As of Decembier 28, 2022 (based on
Canon research),
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PRODUCTION & QUALITY

Canon has established its

own quality management
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[

system to provide high-

quality and excellent
products and services. We
strive to further improve
production-engineering
technology and to develop
human resources with
outstanding technical skills.

Guality testing of a digital commerdial printing machine conducted in 2 radio frequency shielded room that is not affected by radio waves

Quality Control

Canon's basic quality concept is “no claims, no trouble,” We
have developed our own guality management system that we
exhaustively follow to deliver products and services that are
guaranteed to be safe, reliable, and satisfactory. The system
has three defining characteristics, shown in the chart below.
With the quality management system as a base, each business
division at Canon Inc. implements rigorous quality control by
building quality assurance systems optimized for the charac-
teristics of each business and in compliance with the Jaws and
regulations of each country and region.

1. Fulfills all the requirements of 1SO 9001, the international
quality management standard.*'

2. Incorporates the concept of substantial safety*? to place
greater emphasis on safety,

3. Introduces a framework for quality verification in the prod-
uct commercialization process to ensure reliable product
safety standards **

In terms of quality governance, the Quality Assurance

Department within each business division checks the qual-

ity of the Development Division independently from the

Three defining characteristics

1

2

Fulfills all the Incorporates the cancept Introduces a framework
requirements of 150 of substantial safety*? far guality verification
9001, the international to place greater irs the product
quality management ermphasis on safevy, comimerdalization process
standard.®' to ensure reliable product

3

safety standards.**
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Manufacturing Division, while the Quality Control Headquarters, E T g

which is under the direct control of the CEQ, controls the quality Business divisions

assurance activities of each business division.

© Chief executive - . |

GM of Global
Quality
Management
office

In addition, we believe that employees must always have

opportunities to become more aware of quality control and

acquire knowledge in order to maintain and enhance superior

product quality. To this end, we repeatedly communicate our
Cuality informanan repeort

basic quality concept, as well as messages about quality con- Meetings of QA wes of Each
e Busingss, Grovpewide activites
tral. And every year we have all Group employees complete & (1) Comemunication and enforcament
. ) of Group-wide palicies and rules
quality awareness survey so that we can assess their degree of (2} Shanng and discussions. of, and re-
. sponses to, Group-wade situatons
understanding. {3) Sharing of examples of activities

*1 The in-house regulstions governing Canor's quality system are reg d
by the Interretonal Register of Certificated Auditors (IRCA) as an i dard
te 150 9001, *3 Tz wwvolves selting OA standards that must be satisfied for each of the stages in the de-

*2 This means safety not only in terms of what 15 required by laws and statutes, but also of Canon products fram ] anid desggn to production and shipping.
any safety issue that ean reasonabily be expacted to anse dunng customer use even if At each cherkpoint along the development process, the QA framework requires a dedision
rot regulated or mandated by e, on whether the Q4 is satisfied to sraure rigy cantral of product quality.

Systems for Responding to Quality Issues

Should a quality issue arise, Canon has systems in place to then investigates the cause and considers the countermea-

promptly and appropriately investigate the cause, conduct free  sures. Moreover, in the event of a major issue, related business

repairs, and disclose quality information. divisions, the Global Quality Management office, the Legal
In the event of a quality problem, the marketing companies Division, and Public Relations Division are consulted concern-

in each country or region, which serve as the contact point for ing response measures, and after the matter is reported to the

customers, file a report with the quality assurance division of CEO, action is promptly taken.

the respective business division. The quality assurance division

«=B Critical Quality lssues

Canon Inc, F
i B
Inguiry Report countermeasures ";t ‘5, Approval
I3
e
E e E: B Sy s i
_Response fE i§  Global Quality Management office
£ Pty o n e e g

NN o1 A "
[ e i When critical
c g 28 quality issues accur,
; g |7 ] fi “ ; i hold conference
-4 B
=1 o E Share information, 1 ! Confirmation of zg:;::;g‘;’;:ums
iy Informati 2 S clarify ‘33059§ | response measures
- ';;’;;E?u’g" g T Regort < T nemene PR ey v e s g # Legal division
Coce ?f’%f P E Quality assurance divisions of products § & - - " o0 T * Public relations
: 1E 0 Instructions | ¢ . "? division, etc.

i for response ;

&

_ Information disclosure l
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Productivity Improvements Through Automation and In-House Production

Canan aims to achieve further production efficiency by
leveraging technologies cultivated in different businesses
regardless of divisions and by collaboration among design,
production engineering, and manufacturing sites, to refine its
automation and in-house production technologies. In addition’
to key devices and components, we are also actively pursuing
in-house production of production equipment and molding
dies. Following toner cartridges, we have rolled out automat-

ed production lines for cameras and interchangesble lenses to

_ R e S NI et
further enhance productivity, Automated production process for inlerchangeable lenses

Development of Human Resources: Master Craftsmen and Meisters

To further enhance its manufacturing capabilities, Canon is

bt

actively engaged in the development of technicians to support
production. We are also focused on nurturing our most skilled
technicians in specific fields, known as Master Craftsmen, and
those who contribute to the advancement of manufacturing
with their wide-ranging skills and knowledge of mainly as-
sembly and component processing, known as Meisters.

These technicians contribute to the improvernent of Canon's
production-engineering technology and play an active role at

the front line of production by passing on the skills they have

honed over the years to the next generation. young talent

Participation in the National Skills Competition

At Canon, we believe that the development of human re-
sources is fundamental to manufacturing, which is why we
have long been committed fo training the skilled workers and
engineers, In addition, as part of our efforts to train young
skilled workers, we have participated in the National Skills
Competition, a competition for young skilled workers in Japan
{generally under 23 years of age) since the 43rd competition
in 2005, In 2024, eight participants from the Canon Group
competed in four categories, winning a total of four awards

including one gold medal.

TANON ANNUAL REPORT 2024
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ENVIRONMENT

Providing products and
services that further enrich
people’s lives while also
reducing environmental
impact.

i i
Remanufact

Basic Approach

in 2008, Canon formulated an environmental vision called
“Action for Green.” In keeping with this vision, we aim to real-
ize a society that achieves a beneficial balance between lifestyle
enrichment and the environment. To that end, we will look to
supply products and services that further enrich people’s lives
while also reducing environmental impact by employing mea-
sures across the entire product lifecycle. Our focus is on four
key areas: (1) climate change; {2) resource efficiency; (3) chemi-
cal substances; and (4} biodiversity, In particular, we endeavor
to take heed of, and reduce, CO; emissions and other environ-
mental impacts not only in our own business activities such as
development, production, and sales, but also at each stage of a
product’s lifecycle, including those of suppliers and customers.
To further accelerate these activities, we are seeking to gener-
ate a heightened level of awareness armong all employees by
establishing a slogan for all employees.

Climate Change

By working closely with society and implementing initiatives
across the entire product lifecycle, Canon aims to achieve net-
zero GHG emissions by 2050, We have set targets to reduce
our Scope 1 and 2 emissions by 42% and Scope 3 emissions

CANON ANNUAL REFORT 2024

uring of office MFDs

{categories 1 and 11) by 25% compared to 2022 levels by the
year 2030. These targets have been certified by the Science
Based Targets initiative (SBTi).

Also, we have a longstanding goal of achieving an average
annual improvement of 3% in the index of lifecycle CO: emis-
sions per product unit as a yardstick for reducing our enviran-
mental footprint across the entire product lifecycle. As part
of our efforts to achieve this goal, we switched the electricity
used at seven factories across five overseas production sites to
100% renewable energy in 2024, In addition, we are endeay-
oring to reduce energy cansumption by exhaustively analyzing
the requirements of production equipment used for produc-
tion processes at each site and optimizing factors such as
equipment running time, compressed air, production cooling
water, and air conditioning.

As a result of these initiatives, in 2024 we reduced our
Scope 1 and 2 emissions by 12.8% and Scope 3 {categories 1
and 11) emissions by 17.7% compared to 2022 levels. We also
achieved a 44.6% improvermnent (average annual improvement
of 3.76%) in the index of lifecycle CO: emissions per product
unit compared to 2008. Our GHG emissions data are disclosed
every year and verified by an independent third party.

Moreover, in line with the framework recommended by the
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Task Force on Climate-related Finandal Disclosures (TCFD), short-term and long-term financial impacts in our sustainahil-

we disclase the risks and opportunities of dimate change in ity report, on our website, and via other channels,

the value chain, scenario analyses and countermeasures, and

Targets and Achievements

%@rf? S
GHG emissions 42% reguction for Scope 1 & 2,
{compared to 2022) 25% reduction for Scope 3 {category 1 and 11)

Scope 1 & 2 12 8% reductmn
Scope 3 17.7% reduction

Improvement in per-unit
lifecycle €O emissions index 50% improverment
{ ompared 1o 2008)

R

3I%-per-year average improvement in Ilfecy(le COz emissians
improvement index per product

Cverall {Lifecycle)

,5:1. m? o ‘%Exu:ﬁ. i

44 8% improvement

= §§

Average annual 3(76% improvemeant
{2008-2024)

3%-per-year average improvement in raw materials and use
CO: emissions |mpm~ement |r‘|dex per product
2
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Energy consumption per baslc unit : 2 4% improvernent

Products

Average annual 2.22% improvement
(2008-2024}
e s;ﬂ{ﬁkﬁ 7

R

4.6% rmpmvement

Total waste generation per basic unit: 1% improvernent

2.2% improvement

Operational Sites Water usage per basic unit: 1% improvement

0.6% improvement

Emissions of controlled chemical substances per basic unit 1%

0.9% deterioration

impravement
=1 Caleulation hased on average annual improvement rate of the thres most recent years, For energy ¢ ion at ) | sites, however, caloulation as sipulated in Acton
Ratonabzing Energy Use. The basic unit denominator is decded according to the charactenstics of each operational site {production volume, effective floor area, workforce, etc)
*2 For scope of date collection: hitps Halowal.c inability/reportipdiidata-2024-2 pdf
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Contributing to a Circular Economy
Canon has five sites in Japan, Germany, France, the U.S,, and
China to conduct recycling operations. And having established
systems under which we can recycle resources in the regions
where they are consumed, we continue to promote more effi-
cient use of ﬁmited resources and reduce waste. n particular, we
are pursuing a form of recycling that reuses resources, indud-
ing the remanufacturing of office MFDs and the closed-loop
recyeling of toner cartridges. Also, at the Canon Eco Technology
Park in Japan that opened in 2018, we aim to realize state-of-
the-art resource recycling. In the digital printing business, we are
targeting a resource recycling rate of 20% by 2025 and 50% by
2030. This rate represents the weighting of recycled materials
and products as a percentage of total sales volume.

We are also working to reduce, reuse, and recycle plastic
waste at our business sites worldwide, for instance, by switch-
ing from polystyrene foam to molded pulp for use in product
packaging materials in order to reduce single-use plastics.

The recycling of plastic requires the precise sorting of many
different types of plastic according to color, size, and other
characteristics. Canon has developed a technology for the
simultaneous sorting of plastics, including black-colored plas-
tics, which was previously quite difficult. We have achieved
this by combining our proprietary measurement and control

fechnologies with a measurement technigue called Raman

High-precision sorting equipment capable of measuring black plastic
plecas, which are difficult to identify

spectroscopy that uses a laser beam. Furthermore, in June
2024 we started taking orders for the TR Series of plastic
sorting equipment that utilizes this technology. This methad is
expected to further accelerate plastic recycling and encourage
the establishment af a circular economy. In 2024, we launched
the "Refreshed” series of environmentally specialized multi-
function devices, which involve the remanufacturing {collec
tion and refurbishment) of used multifunction devices. The
imageRUNNER ADVANCE C3530F lll-RG and the imageRUN-
NER ADVANCE C5550F HI-RG models offer high performance

and quality equivalent to any new multifunction device while

also achieving the industry’s highest reused parts ratio.

Product-to-Product Recycling Volume {Cumulative)

i

foa.000

B Volume of reused products and components

w3 Wiolume of product-te-product plastic

86,323

[t
:

* Product regpcing mitiatives have been angoing since before 2007, Data s based oo 2008 a3 the baseline year,
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Eliminating Hazardous Substances and Preventing Pollution

Canon thoroughly manages chemical substances in prod-

ucts and those used in manufacturing processes to prevent
pollution of the global environment and adverse effects on
people’s health. Qur basic approach to management involves
prevention measures to ensure that products do not contain
regulated chemical substances that exceed the prescribed
standards and that production sites do not discharge regu-
lated chemical substances that exceed such standards. We also
take steps to confirm that we are in compliance with these

standards, Particularly with regard to chemical substances in
products, we have built a Group-wide environmental assur-
ance system, and we develop products in conformity with the
in-house standards that have been established in line with the
most stringent regulations in the world. We are working to
achieve the improvement target for reduction of the emissions
of controlled chemical substances per basic unit, and in fiscal
2024 we reviewed the conditions for chemical substance use,

among other measures,

Contributing to a Society in Harmony with Nature

Canon is cognizant of the fact that biodiversity is critical to

a sustainable saciety, which is why Canon is committed to
undertaking various initiatives aimed at protecting biodiversity
in keeping with its Group-wide Biodiversity Policy and "Nature
Positive” slogan. In doing so, we aim to contribute 1o a society
in harmony with nature.

As part of these activities, we globally run the Canon Bird
Branch Project. The site of Canon's global headquarters in
Tokyo is home to the thickly wooded Shimomaruko Forest of
approximately 1,000 trees, An environment conducive to wild
bird life is maintained thanks mainly to the installation and
cleaning of nesting boxes for birds. Surveys on the migration
of wild birds to the site are also carried out. In recognition of
this initiative, the Shimomaruko Forest has been certified by
the Ministry of the Environment of Japan as a site of natural
symhbiosis. As part of the project to certify such sites, the
Japanese government recognizes areas where biodiversity is
being protected with the aim of achieving the 30by30 target,
a worldwide initiative to effectively conserve at least 30% of
the earth’s land and oceans as healthy ecosystems by 2030,
These certified areas are then registered in a global database.

As Canon relies on water resources in the manufacturing
of its products, we established a policy on water resources in
2024 to promaote the efficient use of water and prevent pollu-
tion. Canon collects water data by intake source {public water
supply/industrial water/groundwater) and manages its water
resources carefully so as not to exceed intake fimits in each re-
gion, We also set and manage targets for the volume of water

used in production, and constantly endeavor to further reduce
water usage by improving production processes, increasing
efficiency in water use, and raising the quality of our water
management. We are also promating the recycling of water
resources. The Kitsuki Plant of Qita Canon, which faces out to
Beppu Bay in an area blessed with precious natural resources,
has installed a fully closed wastewater system that discharges
only rainwater in consideration of the impact on the local
ecosystem. At other production sites, we {reat wastewater
from infrastructure such as air conditioning and reuse it in the
production process as recycled material for toner and ink car-
tridges. We also collect wastewater from cleaning equipment

and reuse it in the polishing process.

Bird Branch Project activity in the Shimomaruko Forest on the grounds
of Canon's global headquarters

CANON ANNUAL REPURT 2024
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Visitors admiring the works of the Tsuzuri Froject, which provides many people the op-
portunity 1o gel to know Japanese cultural assets

Basic Approach

Canon adopted kyosef as Its corporate philosophy in 1988

with the aim of achieving a society where all people, regard-
less of culture, customs, language, or race, harmoniously living
and working together in happiness into the future. Under this
corporate philosophy, we are implementing various initiatives
for the benefit of people and sodiety, such as respecting human
rights, promoting diversity, upholding occupational health and
safety standards, developing human resources, and lending our
support o sociocultural activities. Through these efforts, Canon
contributes to the attainment of the SDGs and the achievement
of Canon's own sustainable growth and development.

Respecting Human Rights

In accordance with the United Nations® Guiding Principles on
Business and Human Rights, we have formulated the Canon
Group Human Rights Policy. Guided by this policy, we set in mo-
tion a human rights due diligence process to identify significant
hurmarn rights risks in the Canon Group, We also put in place a
grievance mechanism, engage in dialogue with stakeholders,
and promote awareness-raising activities for our employees.

In 2024, we delivered a presentation about our human rights

"initiatives for a webinar hosted by the International Labour

Organization (ILO), the Japan External Trade Organization
{JETRO), and the Global Compact Network Japan (GUNJ),

CAMON ANNUAL REFORT 2024

Promoting Diversity

Canon respects global diversity and actively encourages the

fair hiring and promotion of employees, regardless of gender,
age, or presence of disability. We have established VIVID (Vital
waorkfarce and Value Innovation through Diversity), a company-
wide horizontally integrated organization spearheaded by

an Executive Vice President, so that we can empower female
employees, support the intentions of male employees to partici-
pate in childcare, help employees balance work and nursing care
duties, and encourage the active participation of employees with
disahilities. In particular, to promote the active participation of
wornen and encourage men to participate in childcare, we have
established the ratio of female managers and the ratio of male
employees taking childcare leave as KPls, and we implement
various initiatives in these areas, We are working to build an en-
vironment where women can thrive by organizing a leadership
training course for women that ain;»s to nurture female candi-
dates for managerial positions, holding retum-to-work seminars
for employees returning to work from childcare leave and their
supervisors, and providing manager-led mentoring. The ratio of
ferale managers reached 4.2% in 2024 compared to 1.4% in
2011, which includes the appointment of ane female director
and two female executive officers. We are also making steady
progress in our efforts to encourage male employees to partici-

pate in childcare, as well as nursing care and other initiatives,
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Leadership training course for women that aims to nurture female
candidates for managerial positions

Supplier Evaluation

Before starting business dealings with a new supplier, Canon
conducts an assessment based on the Canon Sustainability
supplier Guidelines and other reference standards of whether
the company fulfills all requisite standards in terms of corpo-
rate ethics, environmental conservation {chemical substance
management, prevention of air pollution and water pollution,
proper disposal of waste, initiatives aimed at conserving energy
and resources, reduction of GHG, and biodiversity conserva-
tion), finance, and production structure, Only those suppliers
who meet these criteria are accepted as suppliers. We aim to
preferentially deal with suppliers evaluated highly in our com-
prehensive assessment that incdudes our annual supplier survey,
as well as each supplier's trade performance. In addition, we
conduct on-site audits of suppliers with low evaluations, pro-
viding guidance and instruction for improvemnent, In particular,
Canon may choose to terminate business with suppliers if they
are not complying with laws and social norms covering areas
such as human rights, labor, and the environment,

Sociocultural Support Activities

To commemorate Canon's 70th anniversary, in 2008, we
established the Canon Institute for Global Studies and the
Canon Foundation. The Canon Institute for Global Studies is
a think tank that researches and analyzes issues from a global
perspective and makes policy proposals with an eye on the
future of Japan and the world, mainly in the fields of macro-
economics, energy, environment, foreign policy, and national
security. In addition, the Canon Foundation provides grants
to assist a broad range of science and technological research
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= Business continuity manage-
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= Corpmate athics covers areas inciuding legal comphance, product safety, management of
confidential isformation, human nghts, lebor, health and safety, and intellectual property
rghts protection,

with the goal of contributing to the advancement of science
and technology.

Furthermaore, since 2007, Canon and Kyoto Culture
Assodiation (NPO) have operated the Tsuzuri Project (of-
ficially named the Cultural Heritage Inheritance Project). By
combining Canon’s advanced imaging technologies—from

input to image processing and output—with traditional Kyato
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craftsmanship, we have produced high-resolution facsimiles
of time-hanored Japanese cultural assets for which viewing

opportunities are rather limited, such as folding screens and

sliding doors known as fusuma. By widely exhibiting these
high-resolution facsimiles, we can provide opportunities for

people to becorne more familiar with cultural assets.

Canon Young People Programme

As one measure to help bring about a sustainable society,
Canon Europe is running the Canon Young People Programme
in 32 countries in Europe, the Middle East, and Africa. The
workshops of the program aim to provide young people with
opportunities to express thermselves through photographs and
videos with the incorporation of creative visual storytelling
and critical thinking based on the concepts of the SDGs. The
program was attended by 1,725 students in 2024.

Miraisha Programme

Also, Canon Central and North Africa is promoting its Miraisha

Programme with the aim of improving the technical skills of
young people in the region and expanding their opportunities
for employment in the photography, video production, and
printing industries. Miraisha is a portmanteau of the Japanese
word for future, mirai, and the Swahili word for life, maisha,
So far, workshops have been held in Kenya, Ghana, Nigeria,
and other African countries in collaboration with local govern-
ment agencies, professional photographers selected as Canon
ambassadors, and Canon-certified Miraisha trainers.

L k. 3 o i o
A participant in the Miraisha Programme in Nigeria

Initiatives Utilizing Elevated Printing Technology
Using its unique elevated printing technology involving the
layering of UV-curable ink, Canon Production Printing is sup-
porting the creation of works that allow people both with and
without visual impairments to appreciate photographs. As
one exarple, using this technology, we reproduced Vermeer's
masterpiace Girf with a Pear! Earring, including the uneven
texture and gloss of the oil painting. The reproduction is now
available as a tactile painting at the Mauritshuis museum in the
Metherlands. In addition, in 2024, Canan Europe held a major
photo exhibition titled World Unseen in the Europe, Middle
East, and Africa (EMEA) region, utilizing elevated printing.
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Touching and feeling a photograph using elevated printing technology at
the photo exhibition World Unseen
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Fundamental Approach

In order to establish a sound corporate governance structure
and continuously raise corporate value, improving manage-
ment transparency and strengthening management supervis-
ing functions is essential,

Governance Structure

Basic Policy

Canon is globally expanding its business in various business
fields, including printing, medical, imaging, and industrial, and
aims to aggressively expand into new business fields in the fu-
ture. In order to make prompt decisions in each business field,
and make important decisions on matters that straddie the
entire Canon Group or several business fields from a company-
wide perspective and at the same time ensure appropriate de-
cision making and the execution of operations, the corporate
governance structure below is judged to be effective.

Board of Directors

While the focus of the organizational structure of the Board of
Directors is on Representative Directors that oversee company-
wide business strategies or execution such as the CEQ, COOQ,
CFQ, CTO, and Representative Directors or Executive Directors
that oversee multiple business fields or headquarters func-
tions, at least two Independent Qutside Directors are appoint-

ed while also assuring that they account for one third or more
of the total number of Directors, in order to ensure sound
management. The Board of Directors, in accordance with laws
and regulations, makes important dedisions and supervises the
execution of duties.

Other decisions and execution are made by the CEQ and
other Representative Directors. And under the direction and
supervision of the Representative Directors, Executive Officers
that are elected through resolution of the Board of Directors,
make decisions, and execute operations of each husiness field
or function.

The Board of Directors consists of ten members, six Directors
from inside Canon Inc., including three Representative Directors,
and four Outside Directors that qualify as Independent Directors
(including one female), and is chaired by the CEQ. Additionally,
there will be 39 Executive Officers, including two females and
one non-lapanese, as of April 1, 2025,

Audit & Supervisory Board

As a body which is in charge of the audit of operations, under
the principles of autonomy, which is independent from the
Board of Directors, Canon has full-time Audit & Supervisory
Board Members that are familiar with Canon's businesses or
its management structure, and Independent Qutside Audit &
Supervisory Board Members that have extensive knowledge
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in specialized areas such as law, finance and accounting, and
internal control. The Audit & Supervisory Board, which is
composed of these individuals, cooperates with the Canon
Accounting Auditors and internal audit division, audits the
status of duty execution and the status of corporate assels, etc.
1o ensure the soundness of management.

There are five Audit & Supervisory Board Members of
which three are Independent Outside Audit & Supervisory
Board Members.

In accordance with auditing policies and plans decided
at Audit & Supervisary Board meetings, the Audit &
Supervisory Board Members attend Board of Directors’
meetings and other important gatherings such as Corporate
Strategy Committee meetings. They are also able to listen to
reports from Directors and employees, review documents
related to important decisions, and conduct audits by inves-
tigating, etc. the status of operations and assets of Canon
Inc. and its subsidiaries. Additionally, the Office of Audit &
Supervisory Board Members is independent from the con-
trol of the Directors, etc., and it has a dedicated staff. The
Audit & Supervisory Board Members can order headquarter
management and other operations to conduct investigations
in cases of necessity. In this way, the Audit & Supervisory
Board plays a role in monitoring management, conduct-
ing strict audits of Directors’ execution of duty, including
the status of development of the internal control system.
Furthermore, the Audit & Supervisory Board Members
cooperate closely with the accounting auditors and Canon
Inc.'s internal auditing arm, and such cooperation services to

improve each monitoring function.

Procedures in the Nomination of Directors

Canon Inc, established the "Nomination and Remuneration
Advisory Committee,” a non-statutory committee, which
consists of the CFQ, four Independent Qutside Directors and
one Independent Qutside Audit & Supervisory Board Member,
At the time, Director and Audit & Supervisory Board Member
candidates are nominated and Executive Officers are ap-
pointed, including the selection of a successor for the chief
executive officer position, the CEO recommends candidates
thereof from among individuals that have been recognized as
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having met the prescribed requirements, and the Committee
checks the fairmess and validity of such recommendation prior
to submission to and deliberation by the Board of Directors.
Additionally, as for Audit & Supervisory Board Member candi-
dates, prior to deliberation of the Board of Directors, consent
of the Audit & Supervisory Board shall be acquired.

Requirements of Director and Audit & Supervisory
Board Member Candidates and Executive Officers

Director and Audit & Supervisory Board Member candidates and
Executive Officers are people that have the ability to fairly and

effectively execute duties and, in principle, are selected from

wé Offncer expenance, and

Independent  “In addition'to meeting the independence
Outside standard that s separately determined by the
Directors Bnard of Durectors have an abundance of

_ experfence and superior insight in areas that
" ‘eannotbe adequately covered by internally

‘Have hé&n highly evaluated in terms of character

' am:f abmty in. managerlat assessment and mana-
© gey al.talent tralmng programs, and alsa have
suffiment knowledge experience and judgment
abil ﬂy, tg shoufder the responsibility of execu~
’cfon in Speclflc fields, and truly understand the
corporate ‘philoophy and code of conduct of
Canon Inc.
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among people that have met the following reguirements, re-
gardless of personal attributes such as gender, nationality, age.

Skills of Board of Directors

Canon Inc. operates businesses globally with very different
market environments. As a whole, the Board of Directors,
which oversees important decision-making and execution,
needs to possess skills in the following seven areas.

* Tha table below indicates up 1o five areas in which we expert each person to particularky

demonstrate their skills, It does not represent the entirety of each person's experience,
knowdedge, or skills,

Corporate Strategy Committee, Sustainability
Committee, Risk Management Committee, and
Disclosure Committee

Canon Inc. established the Corporate Strategy Committee,
consisting of Directors, including Independent Qutside
Directors, Audit & Supervisory Board Members, and some
Executive Officers. Among items to be decided by the CEQ,
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the Committee undertakes prior deliberations on important
matters pertaining to Canon Group strategies.

On April 1, 2024, Canon established the Sustainability
Committee to share information and conduct preliminary
deliberations with the aim of ensuring appropriate and effec
tive judgment by the CEO or Board of Directors regarding the
sustainability-related matters that the Canon Group should
respond to or address,

Based on a resolution passed by the Board of Directors,
Canon Ing, set up the Risk Management Committee, which
formulates policy and action proposals regarding improve-
ment of the Canon Group risk management system. The
Risk Management Committee consists of three entities: the
Financial Risk Management Subcommittes, which is tasked
with improving systems to ensure reliability of financial re-
porting; the Compliance Subcommittee, which is tasked with
promoting corporate ethics and improving legal compliance
systems; and the Business Risk Management Subcommittee,
which is charged with improving systems to manage overall

Skills to be Possessed by the Board of Directors Overall

) o Corporate Global " Business Technologyand  Finance and ‘Risk £5G
Candidates for Directors Management Understanding  Experience Development®  Accounting - Management
Asterisks indicate Skills &s & senior Global swareness Business Enowledge and Skills a3 & financizl Skilkasan Knowdedge and
candidates - level ewerutive of lence ) it RED jence Broounti i, expertin - © experience in ESE
. ; alisted campany obtained skills irs the Compaiy's derived £ g s AsK maragemnsnt,
for Qutside Directors that does business through working i the Comp corecompetence  financielaccounting including
“ globally, and - mverseas, global buginess domain technalngies afficer of alisted * compleance, and
© thelke . marketing, gte -~ : . company, & terified internal cantrol
. pubdc atoountant, Bl wstems

Fujio Mitarai a 4] 8 @ &
Toshizo Tanaka ® & & @
Tashio Homma & @ L] @

Kazuto Ogawa @ ® L] ©

Hiroaki Takeishi @ ® @ @

Minoru Asada D (5] 1 &

Yusuke Kawamira * (£ L &
Masayuki lkegami * D @
Masaki Suzuki * D @ &
akika lto * @ &
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business risks. The Risk Management Commitiee verifies the
risk management system's improvement and implementation
and reports the status to the CEO and the Board of Directors,
In addition, the Disclosure Committee was established to
undertake deliberations pertaining to information disclosure,
including content and timing, to ensure important corporate

information will be disclosed in a timely and accurate manner,

topics such as finance, procurement, asset management, con-
tracts, health and safety, quality, etc. for each division and
subsidiary of the Company, in addition to audits on general
operations and management, and makes recommendations
forimprovements as necessary. The Corporate Audit Center
also conducts audits on topics such as quality, and health and
safety. Audit results are reported not only to the CEO and CFC,

but alsc 1o the Audit & Supervisory Board and its members. In
Corporate Audit Center addition, Canon Inc. has established a system in which reports
Canon Inc, has established the Corporate Audit Center as its are also regularly given to outside directors and those outside

internal auditing division, which conducts audits on various directors can request submission of proposals to the Board of

Directors, as necessary.

Corporate Governance Structure
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Details of Canon Inc’s corporate governance structure are available on Canon Inc.'s website under “an averview of Corporate Governance al Canon Inc.”
I https:figlobal.canonfenfir/strategiesigovernance.htmi
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FINANCIAL OVERVIEW

GENERAL ‘

The following discussion and analysis provides information
that managament believes to be relevant to understanding
Canon's consalidated financial condition and results of opera-
tions. References in this discussion to the “Company” are to
Canon Inc. and, unless otherwise indicated, references to the
financial condition or operating results of "Canon” refer to
Canon Inc. and its consolidated subsidiaries.

OVERVIEW
Canon is ane of the world's leading manufacturers of office
multifunction devices ("MFDs"), laser printers, inkjet print-
ers, medical equipment, cameras and lithography equip-
ment. Canon eamns revenues primarily from the manufacture -
and sale of these products domestically and internationally.
Canon's basic management policy is to contribute to the
prosperity and well-being of the world while endeavoring to
become a truly excellent global corporate group targeting
continued growth and development,

Canon divides its businesses into four segments: the Printing
Business Unit, the Medical Business Unit, the imaging Business
Unit and the Industrial Business Unit.

Economic environment

"Looking back at 2024, the global economy continued to

recover moderately, as inflation in various regions began -

1o settle down and monetary tightening eased. Looking

by region, in the ULS., consumer spending remained solid,
supported by a favorable persanal income environment. in
Europe, although the economic situation varied from one
ragion to another, the economy was supported by consumer
spending as the inflationary pressure eased towards the end
of the year. in China, despite steady exports, the economy
continued to be stagnant as the real estate market remained
sluggish, and the pace of recovery in domestic demand slowed
down. In other emerging countries, consumption remained
firm as inflationary prassure eased. In Japan, although there
were strong signs of stagnation at the beginning of the year,

the economy recovered raderately as consumer spending and

inbound demand picked up.

Market environment

in the markets in which Canon operates, demand remained
firm overall, despite the impact.of economic stagnation in
some regions. On a product basis, overall demand for MFDs
and commercial printing remained solid, despite the contin-
ued sluggish market conditions in Europe and China. While
demand for inkjet printers overall decreaszed, demand for refill-
able ink tank models increased. Despite a decrease in demand
mainly in China for laser printers, sales were solid due in part
to the completion of inventory adjustments at its OEM partner.
For medical equipment, although the U.S. market remained
strong, the Chinese market experienced stagnation, and the
conditions for hospital management became increasingly
challenging in Europe and lapan, resulting in a weak market
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overall. For cameras, demand remained solid, mainly for mir-
roless cameras. As fof semiconductor ithography equipment,
demand remained-at a record-high level, due in part to contin-
ued strong investment in’ generative artificial intelligence (Al).
For FPD {Flat Panel! Display) lithography equnpment investment
by panel manufacturers improved.

The average value of the yan for the year was ¥151.63
against the U.S. dollar, a year-on-year depreciation of approxi-
mately ¥11, and ¥163.99 against the ewro, a year-on-year
depreciation of approximately ¥12,

Summary of operations

In 2024, net sales for the year reached ¥4,509,821 million,
exceeding the historical sales record set in 2007, and adjusted
income before incorme taxes excluding the Medical business
unit's impairment losses on goodwill increased by 19.3%
year-on-year to ¥466,261 million. Looking by region although
sales were affected by'market deterioration in Europe and
China, sales in other .cou'ntries were solid overall. On a product
basis, sales were favorable for products such as semiconduc-
tor lithography equipment, network cameras, and mirrorless
cameras. Gross profit as.a percentage of net sales increased
by 0.4 points to 47.5% due tocost reductions incuding
improvements I fogistics costs and positive effects from the
depreciation of the yen. As a result, gross profit increased by
8.8% year-on-year to ¥Z,143,095 million. Operating expenses
increased by 16.9% yearon-year to ¥1,863,341 million mainly
due to Impairment loss booked on goodwill in the Medical
business unit, and an increase in operating éxpenses of for
eign currencies due 1o the ‘depredatiﬂn of the yen. As a result,
operating profit decreased by 25,5% to ¥279,754 million.
Other income (deductions) increased by ¥6,006 million from
the previous fiscal year-to ¥21,407 million due to the favor-
able impact in currency exchange from receivables of foreign
currencies. As a result, income before income taxes decreased
by 22.9% to.¥301,161 miillion; and net income attributable to
Canon Inc. decredsed by 39.5% to ¥160,025 million.

. Total assets increased by ¥349,669 million to ¥5,766,246
million as of December 31, 2024 compared to the end of the
previous year, mainly from an increase in assets of foreign
currencies due to the deprediation of the yen, and an increase
in accounts recelvable accompanied by an increase in sales.
Total liabilities increased by ¥310,325 million to ¥2,121,195
million: due to the execution of long-term debt and an increase
in accrued expenses. The balance of total equity increased by
¥39,344 million to ¥3,645,051 million, due to an increase in
net income attributable to Canon Inc. shareholders, and an
increase in foreign currency translation adjustments caused

by the depreciation of the yen, partially offset by dividends

~ to Canon Inc. shareholdefs and repurchases of treasury stock

which were carried out two times.

As a result, Canon Inc.’s shareholders' equity as a percent-
age of total assets declined by 3.3 points to 58.6% compared
to the end of the previous year. -
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Key performance indicators

The following are the key performance indicators ("KPIs*) that
Canon uses in managing its business, The changes from year
to year in these KPls are set forth in the table shown below.

Net sales and profit ratio

As Canon pursues the goal to become a truly excellent global
corporation, one indicator upon which Canon’s management
places strong emphasis is revenue. The following are some of
the KPIs related to revenue that management considers to be
important,

Met sales is one such KPl. Canon derives net sales primar-
ily from the sale of praducts and, to a lesset extent, provision
of services associated with its products. Sales vary depending
on such factors as product demand, the number and size of
transactions within the repaorting period, market acceptance
for new products, and changes in sales prices. Other factors
involved are market share and market environment. In addi-
tion, management considers the evaluation of net sales by

product to be important for the purpose of assessing Canon’s -

sales performance in various products, taking into account
recent market trends.

Gross profit to net sales ratio is another KPI for Canon,
Under the basic policy of Phase V| of the Excellent Global
Corporation Plan, Canon has been consistently strengthening
business competitiveness and striving to provide highly profit-
able products with price competitiveness. Furthermore, Canon
promotes cost reduction initiatives across the Canon Group
through in-house production and automation of assembly pro-
cesses which integrate the three functions of design, produc-
tion technolagy and manufacturing. Canon will continue 1o
actively take these measures to improve Canon's gross profit
1o net sales ratio.

Operating profit to net sales ratio, income before income
taxes to net sales ratio, and R&D expense to net sales ratio are
also considered to be KPIs by Canon, From this aspect, Canon
is focusing on two areas for improvernent. Canon is striving
to control and reduce its selling, general and administrative
expenses as its first key point. Secondly, Canon’s R&D policy is
designed to maintain adequate spending in core technology
to sustain Canon’s leading position in its current business areas
and to exploit opportunities in other markets. Canon believes
such investments will create the basis for future success in its
business and operations.

Cash flow management )

Canon also places significant emphasis on cash flow manage-

ment. The following are the KPIs relating to cash flow man-

agement that Canon's management believes to be important.
Inventory turnover measured in days is a KPl as it measures

the efficiency of supply chain management. Inventories have

inherent risks of becoming obsolete, physically damaged

or otherwise decreasing significantly in value, which may

adversely affect Canon’s operating results. To mitigate these
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risks, management believes that it is crucial to continue reduc-
ing inventories by shortening production lead times in order to
promptly collect product related expenses, while maintaining
finished goods at appropriate level in order to avoid losing
potential sales opportunities.

The debt to total assets ratio is also one of the KPIs. For a
manufacturing company like Canon, it generally takes con-
siderable amount of time to bear fruit from the business due
to lead times required for R&D, manufacturing and sales.
Therefore, management believes that it is important to bulid
sufficient financial strength. Canon will continue to maintain
liquidity and manage capital Investrnents within the cash flow
generated from operation, however it is possible that Canon
utilizes debt following a decision to invest on & large scale for
future growth.

The equity ratio, which indicates the proportion of share-
holders’ equity to total assets, is another KPIs. Having ample
shareholders’ equity allows to continue making high-level
investments from a long-term perspective, and enables stable
business operations that are not shaken by short-term per-
formance declines. Ensuring financial stability is particularly
important for Canon which places a strong emphasis on R&D
activities, On the other hand, we will also pay attention to
optimizing our capital structure, such as effectively utilizing
debt for growth investments,

Return on equity

Return on Canon Inc. shareholders’ eguity, calculated as the -
ratio of net income divided by shareholders’ equity, is one of
the KPIs for Canon. Canon seeks to increase profitability by
reviewing its business structure and optimization of expenses,
as well as pursuing asset efficiency as a result of appropriate
control over inventory levels and consolidation of production
sites, In addition, Canon will improve return on Canon Inc,
shareholders’ equity in order to realize investment for growth
while maintaining the financial soundness with an appropriate
capital structure by effectively utilizing debt.
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KEY PERFORMANCE INDICATORS

) 2024 2023 2022 2021 2020

Net sales (Millions of yen) 4,509,821 4.1 80,9?2 4,031,414 3,51 3,357 31 60,243
Gross profit 1o net sales ratio 47.5% 47.1% - 45.3% 46.3% - 43.5%

. R&D expense to net sales rafio ‘ 7.5% 7.9% 7.6% - B8.2% 8.6%
Operating profit to net sales ratio : o 6.2% 9.0% 8.8% 8.0% 3.5%
Income befare income taxes to net sales ratio 6.7% 9.3% 8.7% 8.6% 4.1%
Inventory turnover measured in days ' 65 days 66 days 69 days - 66 days 60 days
Debt to total assets ratio 11.5% 9.6% 8.2% 6.8% 10.9%
"Canon Inc. shareholders’ equtty o total assets ratio 58.6% 61.9% B1.1% 60.5% 55,7%
Return on Canon Inc, shareholders’ equity 4.8% C8.2% 8.1% 7.9% 3.2%

Mote: lnventory turnover measured in days is determined by: inventory divided by net sales for the previous siz months, multiplied by 182.5

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The consolidated finandial statements are prepared in accor-

" dance with U.S. generally accepted accounting principles
“{"U.5. GAAP"} and based on the selection and application of ~

significant accounting policies which require management to
make significant estimates and assumptions. These estimates

and assumptions include future market conditions, net sales ‘ ;
growth rate, gross rmargin and discount rate. Though Canon
-bélieves that the estimates and assumptions are reasanable,

actual future results may differ from these estimates and
assumptions. in-additlon, actual results and outcomes may
differ from management’s estimates and assumptions due

to pandemic, geopolitical risk and economic slowdown risk
in response to inflation. Canon believes that the fallowing
are the more critical jJudgment areas in the application of its
accounting policies that currently affect its finandal condition
and results of operations.
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Revenue recognition
_Canon generates revenue rmalnly through the sale of products
-of the Printing Business Unit, the Medical Business Unit, the

Imaging Business Unit and the Industrial Business Unit, sup-
plies and related services under separate contractual arrange-
ments. Revenue is recognized when, or as, control of prom-
tsed goods or services transfers to customers in an amount -

“that reflects the consideration to which Canon expectsto be

éntitled in exchange for transferring these goods or services,
Revenue from sales of products of the Printing Business

Unit, such as office MFDs, laser printers and-inkjet printers,

and the Imaging Business Unit, such as digital cameras, is pri-
marlly recognized at a point in time upon shipment or delivery, .
depénding upon when the customer obtains control of these
products.

‘Revenue from sales of equipment of the Medical Buslness
Unit and the Industrial Business Unit that are sald with cus-
tormer acceplance provisions related to their functionality,
including certain medical equipment such as Computed
tomography (CT) systems and Magnetic resanance imaging
(MRI) systems, and lithography equipment such as semicon-
ductar and FPD lithography equipment, is recognized at a

-point in time when the equiprment is installed at the customer

site and the agreed-upon specifications are objectnvely satisfied
and confirmed.

Most of Canon’s service revenue is generated fmm main-
tenance service in the producis of the Printing Business Unit

- and the Medical Business Unit which is recognized over time.

For the service contracts of the Printing Business Unit, the
customer typically pays a variable amount based on usage, a
stated fixed fee or a stated base fee plus a variable amount
which frequently includes the provisfon of consumables as well
as break fix activities. The majority partion of service revenue
from the products of the Printing Business Unit is recognized
as billed since the invoiced amount directly correlates with
the value tothe customer of the underlying performance
obligation delivered to date. For the service contracts of the
Medical Business Unit, the customer typically pays a stated
fixed fee for the stand ready maintenance service and revenue
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is recognized ratably over the contract period.

The majority of service arrangements for the products are
executed in combination with related products. Transaction
prices for products and services need to be allocated to each
performance obligation on a relative standalone selling price
basis where judgements are required. Canon estimates the
standalone selling price using a range of prices that would
meet the allocation objective based on all the information
that is reasonably available including market conditions and
other observable inputs. If transaction prices of the product or
service contracts are not within the acceptable range then the
revenue is subject to allocation based on the estimated stand-
alone selling prices. Canon recognizes the incremental costs of
obtaining a contract as an expense when related products of
the Printing Business Unit are sold.

Revenue from sales of certain industrial equipment which
do not have alternative use and for which Canon has enforce-
able right to payment to the customers for the performance
completed to date is recognized over time with progress
towards completion measured using the cost based input
method as the basis to recognize revenue and an estimated
margin. Provisions for estimated losses on uncompleted con-
tracts are made in the period in which such losses become evi-
dent, Changes in job performance, job conditions, estimated
margin and final contract settlements may result in revisions to
projected costs and revenue and are recognized in the period
in which the revisions to estimates are identified and the
amounts can be reasonably estimated. Factors that may affect
future project costs and margins include, production efficien-
cies, availability and costs of labor and materials. These factors
can impact the accuracy of Canon’s estimates and materially
impact future reported revenue and cost of sales.

The transaction prices that Canon is entitled to receive in
exchange for transferring goods or services to the customer
include certain forms of variable consideration, including prod-
uct discounts, customer promations and volume-based rebates
mainly for the products of the Imaging Business Unit, which
are sold predominantly through distributors and retailers.
Canan includes estimated amounts in the transaction price
only to the extent it is probable that a significant reversal of
curnulative revenue recognized will not oecur when the uncer-
tainty associated with the variable consideration is resolved.
Variable consideration is estimated based upon historical
trends and other known factors at the time of sale, and is
subsequently adjusted in each period based on current infor-
rnation. In addition, Canon may provide a right of return on its
products for a short time period after a sale, These rights are
accounted for as variable consideration when determining the
transaction price, and accordingly Canon recognizes revenue
based on the estimated amount to which Canon expects to be
entitled after considering expected returns, .

Taxes collected from customers and remitted to governmen-
tal authorities are excluded from revenues in the consolidated
statements of income.

FINANCIAL
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Allowance for credit losses

Allowance for credit losses for trade and lease receivables is
maintained for all customers based an ASC 326 “Financial
Instruments — Credit Losses,” based on historical experiences
of credit losses and reasonable and supportable forecasts. An
additional reserve for individual accounts is recorded when
Canon becornes aware of a customer’s inability to meet its
financial obligations, such as in the case of bankruptcy filings.
If circurnstances related to customers change, estimates of the
recoverability of receivables would be further adjusted. When
all collection options are exhausted including legal recourse,
the accounts or portions thereof are deemed to be uncollect-
able and charged against the allowance.

Valuation of inventories

Inventories are stated at the lower of cost or net realizable
value. Cost is determined by the average method for domes-
tic inventories and principally the first-in, first-out method

for overseas inveniories. Net realizable value is the estimated
selling price in the ordinary course of business less the esti-
mated costs of completion and the estimated costs necessary
to make a sale. Canon routinely reviews its inventories for
their salability and for indications of obsolescence to deter-
mine if inventories should be written down to market value.
Judgments and estimates must be made and used in con-
nection with establishing such allowances in any accounting
period. In estimating the net realizable value of its inventories,
Canon considers the age of the inventories and the likelihood
of spoilage or changes in market demand for its inventories.

Impairment of long-lived assets

Based on ASC 360 "Property, Plant, and Equipment,” long-
lived assets, such as praperty, plant and equipment, and
acquired intangibles subject to amortization, are reviewed
for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be
recoverable, If the carrying amount of the asset exceeds its
estimated sum of undiscounted future cash flows, an impair-
ment loss is recognized in the amount by which the carry-
ing amount of the asset exceeds the fair value of the asset.
Determining the fair value of the asset involves the use of
estimates and assumptions.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumu-
lated depreciation. Depreciation is calculated principally by the
dedining-balance method, except for certain assets which are
depreciated by the straight-line method over the estimated
useful lives of the assets,
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Lease L. .
As for lessor accounting, Canon provides leasing arrange-
ment to its customers primarily for the sale of office products.
Revenue from the sale of these products under sales-type
leases is recognized at the inception of the lease. Interest
income on sales-type leases and direct-financing leases is

- recognized over the life of each respective lease using the

interest method. Leases not qualifying as sales-type leases or
direct-financing leases are accounted for as operating leases
and related revenus is recognized ratably over the lease term,

. When product leases are bundled with maintenance contracts,

revenue is allocated based upon the estimated standalone

- selling prices of the lease and non-lease components, Lease

components generally include product and financing while
non-lease components generally consist of maintenance
contracts and supplies, Sorme of the contracts include options
to extend or to terminate the lease. Canon takes such options
into account to determine the lease term when it is reason-
ably certain that the customers will exercise these options. The
majotity of Canon’s lease contracts do not contain bargain
purchase optians for their customers. ' ,

As for lessee accounting, Canon has operating and finance
leases for various assets Including office buildings, ware- |
houses, employees' accommodations, and vehicles. Canon
determines if an arrangement is a lease at the iriception
of each contract. Some of the contracts include options to
extend or to terminate the lease. Canon takes such options
into accounts to determine the lease term when it is reason-
ably certain that it will exercise these options. Canon’s lease .
arrangements do not contain material residual value quar-
antees or material restrictive covenants. As a rate implicit in
most of Canon’s leases cannot be determined, Canon uses
incremental borrowing rate based on the information available
at commencement to determine the present values of lease
payments. Canon has lease contracts with lease and non-lease

* components, which are accounted for separately. Canon allo-

cates the consideration in the lease contract to the lease and
non-lease components based upon the estimated standalone
prices. Caosts associated with operating lease assets are recog--

" nized on a straight-line basis over the term of the lease.
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Business combinations

Acquisitions are accounted for using the acquisition method of
accounting. The acquisition method of accounting reguires the
identification and measurement of all acquired tangible and

* intangible assets and assumed liabilities, excluding acquired

contract assets and contract liabilities, at their respective fair
values, as of the acquisition date. The determination of the fair
value of net assets acquired involves significant judgment and
estimates, such as future cash flow projections, appropriate
discount and capitalization rates and other estimates based

- on available market information. Estimates of future cash

flows are based on a number of factors including operating
results, known and anticipated trends, as well as market and
economic conditions. Acquired contract assets and contract
fiabilities are recognized and measured in accordance with
ASC 606 "Revenue from Contracts with Customers,”

Goodwill and other intangible assets

Goodwill and other intangible assets with indefinite useful
lives are not amaortized, but are instead tested for impairment
annually in the fourth quarter of sach year, or more frequently
if indicators of potential impairment exist. All goodwill is

- assigned to the reporting unit or units that benefit from the
_ syriergies arising from each business combination. If the

carrying amount assigned to the reporting unit exceeds the
fair value of the reporting unit, Canon recognizes an impati-
ment loss in an amount egual to that excess, limited to the
total amount of goodwilt allocated to that reporting unit. Fair
value of a reporting unit is determined primarily based on
the discounted cash flow analysis which involves estimates of
projected future cash flows and discount rates. Estimates of

*projected future cash flows are primarlly based on Canon's

forecast of future growth rates. Estimates of discount rates are
determined based on the weighted average cost of capital,
which considers primarlly market and industry data as well as
specific risk factors. Canon has completed its impairment test
in the fourth quarter of 2024 and recognized an impairment
foss for the Medical Reporting Unit for the amount by which
the carrying amount exceeded the reporting unit's fair value.
For further information, please refer to Note 8 and 22 of the
Motes to Consolidated Financlal Statements, The fair values

~ of remaining reporting units exceeded its respective carrying

amount, and thus no other impairment loss was recognized
as a result of 2024 impairment test. A significant amount of
goodwill was allocated to the Medical Reporting Unit, which
was ¥403,131 million in the consolidated balance sheet for
the current fiscal year. Future cash flows for the Medical
Reporting Unit were based on a mid-term management plan
that considered the future market growth of medical equip-
ment and growth in geographies where Canon operates its
medical business. Intangible assets with finite useful lives con-
sist primarily of software, trademarks, patents and developed
technology, license fees and customer relationships, which
are amortized using the straight-line method. The estimated
useful lives of software are primarily from 3 years to 9 years,
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trademarks are 15 years, patents and developed technology

are from 5 years to 21 years, license fees are 7 years, and cus-
tomer relationships are from 11 years to 19 years, respectively.

Income tax uncertainties

Canon considers many factors when evaluating and estimat-
ing income tax uncertainties. These factors include an evalu-
ation of the technical merits of the tax positions as well as
the amounts and probabilities of the outcomes that could
be realized upon settlement. The actual resolutions of those
uncertainties will inevitably differ from those estimates, and
such differences may be material to the financial statements.

Valuation of deferred tax assets

Canon currently has significant deferred tax assets, which

are subject to periodic recoverability assessments. Realization
of Canon’s deferred tax assets is princpally dependent upon
its achievement of projected future taxable income. Canon’s
judgments regarding future profitability may change due to
future market conditions, its ability to continue to successfully
execute its operating activities and other factors. Any changes
in these factors may require possible recognition of significant
valuation allowances to reduce the net carrying value of these

deferred tax asset balances. When Canon determines that cer-

tain deferred tax assets may not be recoverable, the amounts,
which may not be realized, are charged to income tax expense
and will adversely affect netincome.

Employee retirement and severance benefit plans
Canon has significant employee retirement and severance
benefit obligations that are recognized based on actuarial
valuations. Inherent in these valuations are key assumptions,
including discount rates and expected return on plan assets.
Management must consider current market conditions, includ-
ing changes in interest rates, in selecting these assumptions.
Other assumptions include assumed rate of increase in com-
pensation levels, mortality rate. Changes in assumptions inher-
ent in the valuation are reasonably likely to occur from period
to period. Actual results that differ from the assumptions are
accumulated and amortized over future periods and, there-
fore, generally affect future pension expenses. While manage-
ment believes that the assumptions used are appropriate, the
differences may affect employee retirement and severance
benefit costs in the future.

In preparing its financial statements for 2024, Canon esti-
mated a weighted-average discount rate used to determine
benefit obligations of 1.9% for Japanese plans and 3.9% for
foreign plans and a weighted-average expected long-term rate
of return on plan assets of 3.1% for lapanese plans and 6.0%
for foreign plans. In estimating the discount rate, Canon uses
available information about rates of return on high-guality
fixed-income government and corporate bonds currently
available and expected to be available during the period to
the maturity of the pension benefits. Canon establishes the
expected long-term rate of return on plan assets based on

COHTPORATE
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management’s expectations of the long-term return of the
various plan asset categories inwhich it invests. Management
develops expectations with respect to each plan asset category
based on actual historical returns and its current expectations
for future returns,

Decreases in discount rates lead to increases in actuarial
pension benefit obligations which, in turn, could lead to an
increase in service cost and amortization cost through amor-
tization of actuarial gain or loss, a decrease in interest cost,
and vice versa, For 2024, a decrease of 50 basis points in the
discount rate increases the projected benefit obligation by
approximately ¥70,757 million. The net effect of changes in
the discount rate, as well as the net effect of other changes in
actuarial assumptions and experience, is deferred until subse-
quent periods.

Decreases in expected returns on plan assets may increase
net periadic benefit cost by decreasing the expected return
amounts, while differences between expected value and actual
fair value of those assets could affect pension expense in the
following years, and vice versa, For 2024, a decrease of 50
basis points in the expected long-term rate of return on plan
assets would increase appraximately ¥5,900 million in net peri-
odic benefit cost, Canon multiplies management’s expected
long-term rate of return on plan assets by the value of its plan
assets to arrive at the expected return on plan assets that is
included in pension expense. Canon defers recognition of the
difference between this expected return on plan assets and
the actual return on plan assets. The net deferred amount
affecis future pension expense.

Canon recognizes the funded status (i.e., the difference
between the fair value of plan assets and the projected benefit
obligations) of its pension plans in its consolidated balance
sheets, with a corresponding adjustment 1o an accumulated
other comprehensive income {loss), net of tax.

Environmental Liabilities

Liabilities for environmental remediation and other environ-
mental costs are accrued when environmental assessments or
remedial efforts are probable and the costs can be reasonably
estimated, and are included in other noncurrent liabilities in
the consolidated balance sheets. Such liabilities are adjusted
as further information develops or circumstances change.
Costs of future obligations are not discounted to their pres-
ent values.

Recently Issued Accounting Guidance

Please refer to Note 1 of the Notes to Consolidated Financial
Statements.
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 CONSOLIDATED RESULTS OF OPERATIONS

SUMMARY OF OPERATIONS
willions of yen
2024 change 2023

Met sales 4,509,821 +7.9% 4,180,972

Products and Equipment 3,593,598 +8.4% 3,314,627

Setvices 916,223 +5.8% 866,345
Cperating profit ‘279,754 =25.5% 375,366
income before income taxes ‘ 301,161 -22.9% 390,767
Met income attributable to Canon Inc. 160,025 «39.5% 264,513

Hote: See note 1o KEY PERFORMANCE INDICATORS

Sales -
i the current business term, the global economy continued
to recover moderately, as inflation in various reglons began

to settle down and monetary tightening eased. Under these

circumstances, mainly due to an increase of sales in growth
businesses such as semiconductor lithography equipment,
digital commercial printing presses, and network cameras,
Canon's consolidated net sales in 2024 totaled ¥4,509,821
million, an increase of 7.9% from the previous year, exceed-
ing the historical sales record set in 2007. Net sales of prod-
ucts and equipment totaled ¥3,593,598 million, a year-on-
year increase of 8.4%, while net sales of services totaled
¥916,223 million, 2 year-on-year increase of 5.8%.
Overseas operations are significant to Canon's operating

results and generated 78.8% of total net sales in 2024, Such.

sales are denominated in the applicable local currencies and
are subject to fluctuations in the value of the yen relative to
those currencies, Despite efforts to reduce the impact of cur-
rency fluctuations on operating results, including localization
of manufacturing in sore regions along with procuring parts
and materials from overseas suppliers, Canon believes such
fluctuations have had and will continue to have a significant
effect on its results of operations, -

Return on Sales (%]
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The average value of the yen during the year was ¥151 63
against the U.S. dollar, a year-on-year depreciation of approx-

imately ¥11, and ¥163.99 against the euro, a year-on-year

depreciation of approximately ¥12. The effects of foreign

exchange rate fluctuations positively affected net sales by
¥201,712 million in 2024, This favorable impact consisted
of approximately ¥111,973 million of favorable impact for
the U.S. dollar denominated sales and favorable impact of

¥70,753 million for the euro denominated sales, and favor-

able impact of ¥18,986 million for other foreign curren
denominated sales, '

Cost of sales ,

Cost of sales principally reflects the cost of raw materials, parts
and tabor used by Canon in the manufacture of its products.
A portion of the raw materials used by Canon is imported or
includes imported materials. Many of these raw materials are
subject to fluctuations in world market prices accompanied by

Sluctuations in foreign exchange rates that may affect Canon’s

cost of sales. Other components of cost of sales include
depreciation expenses, maintenance expenses, light and fuel

- expenses, and rent expenses. In 2024, cost of sales increased
© - due 1o the depreciation of the yen, despite the progress made

in the improverment of costs cenfering on distribution costs
during the consolidated fiscal year. On the other hand, the

- ratio of cost of sales to net sales for 2024 and 2023 were

52.5% and 52.9%, respectively. Cost of sales as a percentage
of net sales decreased by 0.4 points. ’

Gross profit . A

Canon’s gross profit in 2024 increased by 8.8% to ¥2,143,095
million from 2023, The gross profit to net sales ratio increased
by 0.4 points to 47 5%. The increase in the gross profit was
mainly due to cost reductions including improvements in logis-

- tics costs and positive effects from the depreciation of the yen.:
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Operating expenses

The major companents of operating expenses are payroll,

R&D, advertising expenses and other marketing expenses.
Operating expenses in 2024 increased by 16.9% year on year
o ¥1,863,341 million mainly due to an impairment loss of
¥165,100 million booked on goodwill in the Medical business
unit, and an increase in operating expenses of foreign curren-
cies due 1o the depreciation of the yen and structural reforms
of overseas sales subsidiaries. Operating expenses as a percent-
age of net sales increased by 3.2 points to 41.3%.

Operating profit

Operating profit in 2024 decreased by 25.5% to ¥279,754
million from 2023. The operating profit to net sales ratio
decreased by 2.8 points to 6.2% from 2023.

Other income {deductions)
Cther income (deductions) for 2024 was a gain of ¥21,407
million, an increase of ¥6,006 million from 2023 mainly due to

- the favorable impact in currency exchange from receivables of

foreign currencies.

Income before income taxes

Income before income taxes in 2024 was ¥301,161 million, a
decrease of 22.9% from 2023, and constituted 6.7% of net
sales,

Income taxes

Income taxes in 2024 increased by ¥11,941 million from
2023. The effective tax rate for 2024 was 39.3%, which was
higher than the statutory tax rate in Japan. This resulted from
that goodwill impairment losses are not deductible expenses
for tax purposes,

Net income attributable to Canon Inc,

As a result, net income attributable to Canon Inc. in 2024
decreased by 39.5% to ¥160,025 million, which represents
3.5% of net sales.-

Segment information

Canon operates four segments: the Printing Business Unit,
the Medical Business Unit, the Imaging Business Unit and the
Industrial Business Unit.

+ The Printing Business Unit mainly includes Digital
continuous feed presses / Digital sheet-fed presses /
Large format printers / Office MFDs / Document solutions /
Laser MFPs / Laser printers / Inkjet printers / Image scanners /
Calculators

* The Medical Business Unit mainly includes CT systems /
Diagnoestic ultrasound systems / Diagnostic X-ray systems /
MRI systems / Digital radiography systems / Ophthalmic
equipment / In vitro diagnostic systems and reagents /
Healthcare [T Solutions :

CORPORNE
DINTA

FINANCIAL
OVERVIEW

« The Imaging Business Unit mainly includes
Interchangeable-lens digital cameras / Interchangeable
lenses / Digital compact cameras / Compact phaoto printers /
MR Systems / Network cameras / Video management
software / Video content analytics software / Digital
camcorders / Digital cinema cameras / Broadcast equipment

» The Industrial Business Unit mainly includes
Semiconductor lithography equipment /
FPD lithography equipment /
OLED display manufacturing equipment /
Vacuum thin-film deposition equipment / Die bonders

« Others mainly includes Handy terminals / Documnent scanners

Operating results by segment A

Please refer to the table of sales by segment in Note 23 of the
Notes to Consolidated Financial Statements.

© Within the Printing Business Unit, sales of production print-
ing devices increased compared with the previous year thanks
to strong sales of the imagePRESS V series and other products
mainly in the U.S. in addition to orders received at drupa,

the world's largest printing equipment exhibition. As a result,
sales of production printing eguipment increased year-on-year.
Although sales of office MFDs were affected by the sluggish
market conditions in China and Europe, sales increased from
the previous year, mainly for low and mid-speed color MFD
series such as the imageRUNNER ADVANCE DX C3900 serles.
Sales of inkjet printers were affected by the sluggish market
conditions in China and intensified price competition, particu-
larly for low-end models. Under such situation, however, sales
of refillable ink tank products, for which demand was firm,
continued to grow. Sales of laser printers increased substan-

© tially after inventory adjustments by its OEM partner were

settled. These factors resulted in total sales for the business
unit of ¥2,522,725 million, a year-on-year increase of 7.5%,
while income before income taxes increased by 29.4% year-
on-year to ¥304,146 million.

As for the Medical Business Unit, sales of CT systerns and
MRI systems increased in the U.S. On the other hand, sales in
China were affected by the market downturn, and the finan-
clal conditions of hospitsl management became increasingly
challenging in Japan and Europe. As a result of these factors,
total sales increased by 2.7% year-aon-year to ¥568,808 mil-
lion. In 2024, adjusted income before income taxes, decreased
by 20.4% year on year to ¥25,592 million due to up-front
investment costs, induding development of next-generation
equipment and business structure reform. In addition to the
abiove, income before income taxes was a loss of ¥139,508
million due to the recognition of impairment loss an goadwill.

As for the Imaging Business Unit, although there was a
period of adjustment in the inventory of interchangeable-lens
digital cameras at the beginning of the year, the new EOS R1
and EOS R5 Mark 1l introduced in the second half of the year
sold well, as did the entry models EOS R50 and EQS R100.
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Sales of network cameras also increased for the year as sales
recovered from the second quarter when inventory adjust-

ments were canded out. As a result of these factors, total sales

increased by 8.8% year-on-year to ¥937,391 million, and
income before income taxes increased by 5.4% year-on-year .
to ¥154,308 million. -

- Ag for the Industrial Business Unit, unit sales of semicon-
ductor fithography equipment increased substantially year- -
on-year as Canon steadily captured the high demand for

its lithography equipment for back-end process which was
accepted as the industyy standard in advanced semiconductor

“packaging, amid the strong demand for semiconductors used

for generative Al Unit sales of FPD lithography equipment.
increased from the previous fiscal year thanks to the recovery
of the market conditions. As a result of these factors, total
sales increased by 13.3% year-on-year to ¥356,462 million
and income befare income taxes increased by 19.0% year-on-
year 1o ¥70,403 million.

SALES BY SEGMENT

Millions of yen
2024 change 2023

Printing 2,522,725 +7.5% 2,346,076
Medical 568,808 +2.7% 553,780
Imaging 937,391  :+8.8% 861,625
Industrial 356,462 +13.3% 314,719
Others and Corporate 233,746  +11.9% 208,844
Elirminations {109,311} e {104,072)

Total 4,509,821 +7.9% 4,180,972

Nota; in order to manage the performance of sach reportable segment more gp'pmpriately, Canon has changed its performance management method regérding
intercompany transactions for Others and Corporate fram the beginning of the first guarter of 2024, Operating results for the year ended December 31,

2023 have also been reclassified.

SALES BY GEOGRAPHIC AREA

Williors of yen

Tt Hpz 2024
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2024 change . 2023
Japan 955,456 +6.0% 901,589
Americas 1,429,201 +8.9% 1,312,438
Europe 1,184,389 +6.6% 1,111,211
Asia and Oceania 940,775 +9.9% 855,734
Total . 4,509,821 +7.9% 4,180,972
Note: This summary of net sales by geographic area is determined by the location where the product is shipped 1o the customers,
Sales by Segment (Bilions of yen) sales by Geographic Area (Billions af yen)
5’033{.. ., - B T Py
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Sales by geographic area
Please refer to the table of sales by geographic area in Note 23
of the Notes to Consclidated Financial Statements.

In Japan, net sales increased by 6.0% from the previous year
mainly owing to an increase in sales of IT solutions for offices.

In the Americas, net sales increased by 8,9% from the
previous year mainly owing to an increase in unit sales of laser
printers and network cameras, and depreciation of the yen.

In Europe, net sales increased by 6.6% from the previous
year mainly owing to an increase in sales of laser printers and
depreciation of the yen.

In Asia and Oceania, net sales increased by 9.9% from the
previous year mainly owing to increase in sales of semiconduc-
tor lithography eguipment.

FOREIGN OPERATIONS AND FOREIGN CURRENCY
TRANSACTIONS

Canon’s marketing activities are performed by subsidiaries in
varipus regions in local currencies, while the cost of sales is
generally in yen. Given Canon’s current operating structure,
appreciation of the yen has a negative impact on net sales and
the gross profit to net sales ratio. To reduce the finandial risks
from changes in foreign exchange rates, Canon ufilizes deriva-
tive financial instruments, which consist principally of foreign
currency exchange contracts,

The operating profit on foreign operation sales is usually
lower than that from domestic operations because foreign
operations consist mainly of marketing activities. Marketing
activities are generally less profitable than production activi-
ties, which are mainly conducted by the Company and its
domestic subsidiaries. .

Please refer to the table of segment information in Note 23
of the Notes to Consolidated Financial Statements.

LIQUIDITY AND CAPITAL RESOURCES

Canon's basic policy for finandial strategies is to maintain a

sound financial position through consistent cash flow manage-

ment, and the two basic principles of cash flow management
are as follows: ;

» Canon strives to improve a highly profitable structure by
further improving the profitability of existing businesses and
accelerating the growth of new businesses.

« Canon strives to maintain financial soundness by keeping
total capital investments for medium-term business expan-
sion and growth within the range of depreciation and
amortization expenses in principle. However, Canon plans to
raise external funds as needed depending on the situation of
capital investments and M&A for growth strategies.

FINANCIAL
OVERVIEW
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Raising Funds (Cash-In)

Canon is basically funded by net cash provided by aperating
activities. In procuring funds, Canon considers terms, currencies
and methods in light of financial market conditions, and selects
the most appropriate instrument from a variety of options.

Use of Funds (Cash-Out)

The principal use of cash is determined in accordance with the

following priorities,

* Investment for growth such as capital investment, R&D,
M&A, etc.:
Canon values M&A as a complementary option for develop-
ment of new businesses, The selection of investment targets
is based on the growth potential and size of the market, and
on the market being highly compatible with the Canon’s
business domains and technologies.

* Return to shareholders:
Canon takes into consideration medium-to long-term busi-
ness prospects, planned future investrnents, cash flow and
other factors. Canon returns profits to shareholders stably
and aggressively in the form of a dividend with around 50%
of its target payout ratioc and share buybacks.

= Repayment of borrowings:
Canon has been repaying borrowings steadily to have suf-
ficient financial strength and secures available capacity to
fund the investments for business expansion and growth.

Cash and cash equivalents increased by ¥100,242 million
10 ¥501,565 million in fiscal 2024 compared to the previous
year. Canon’s cash and cash equivalents are primarily denomi-
nated in Japanese yen and in U.S. dollars, with the remainder
denominated in other currencies.

Net cash provided by operating activities increased by
¥155,641 million to ¥606,831 million in fiscal 2024 compared
to the previous year as a result of mainly due to increase in
profit after accounting for impairment losses on non-cash
goodwill and an improverent in working capital caused by an
increase in accounts payable — trade. The major component

Cash flows (Billions of ven)
BOD. - = ovie oo on oo s i s sy £as e
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400 - financing activities

B0 e e e - o= Free cash flow
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of Canon's cash inflow Is cash recelved from customers, and
the major components of Canan’s cash outflow are payments
for parts and materials, seliing, general and admmlstratwe
expenses, and income taxes.

For fiscal 2024, cash inflow from cash received from cus-
tomers increased due to sales improvement, There were rio
significant changes in Canon's collection rates. Cash outflow
increased due to an increase in the payment for parts and
raterials owing to increase of sales, and an increase in sales

related expenses with the normalization of sales activity, Cash

outflow for payments for income taxes mcreased due to an
"increase in taxable income.
Net cash used in investing acth wtses expended ¥297 322
million in fiscal 2024 mainly due to an acquisition of

Primagest,Inc, what focused on BPQ seyvice, as well as contin-

ued capital investments to improve efficiency and productivity
fram the previous year. Purchases of fixed assets increased by
¥6,693 million to ¥237,001 million in fiscal 2024,

Canon defines “free cash flow” as cash flows from oper~

ating activities less cash flows from investing activities, For
fiscal 2024, free cash flow increased by ¥133,691 million
1o ¥309,509 million as compared with ¥175,818 mslhon for

- fiscal 2023.

Mote: “Free cash flow" is a non-GAAP measure. Refer to the “Non-GAAP
Finareial Measures™ section for the explanation and the reconciliation to
the reported GAAP measurs,

" Canoi’s management places importance on cash flow man-"
agement and frequently monitors this indicator. Furthermore, -

. Canon's management believes that this indicator is significant

in understanding Canon's current fiquidity and the alternatives _

of use in financing activities because it takes into consider
ation its operating and investing activities and believes that
such fndicator is beneficial to investors. Canon refers to this
indicator together with relevant U.S5. GAAP financial meastres
shown in its consolidated statements of cash flows and con-
solidated balance sheets for cash availability analysis.

Cash flow from financing activities recorded a cash out-
flow of ¥225,996 million due to a ¥69,267 million increase
in expenditures as a result of active returns to shareholders,
including increased dividends in continuation of the previous
year and repurchases of treasury stock which were carried

_out two times. The Company paid dividends m fiscal 2024 of
¥145.00 per share.
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To the extent Canon relies on external funding for its liquid-
ity and capital requirements, it generally has access to various

'f funding sources, including the issuance of additional share

capital, issuance of corporate bond or loans. While Canon )
has been able to obtain funding from its traditional financing
sources and from the capital markets, and believes it will con-
tinue to be able to do so in the future, there can be no assur-
ance that adverse economic or other conditions will not affect
Canon’s liquidity or long-term funding in the future.

Canon's long-term debt mainly consists of bank borrowings

“arvd finance lease obligations.

n order to facilitate access to global capital markets, Canon
obtains a credit rating from S&P Global Ratings ("S&P“),
In addition, Canon maintains a rating from Rating and
Investment Information, Inc. {"R&I™), a rating agency in Japan,
for access to the Japanese capital market.

As of February 28, 2025, Canon's debt ratings are: S&P: A
{long-term), A-1 (short-term); and R&L: AA (long-term}. Canon
does not have any rating downgrade triggers that would
accelerate the maturity of a material amount of its debt, A

“downgrade in Canon's credit ratings or outleok could, how-

ever, increase the cost of its borrowdngs.
. As part of its angoing business, Canon does not participate
in transactions that create relationships with unconselidated

. entities of finandiat partnerships, such as entities often referred

to as struciured finance or special purpose entities established

‘for the purpose of facilitating off-balance sheet arrangements

or other contractually narcow or limited purposes.

Canon provides guarantees for its employees, affiliates
and other companies. The guarantees for the employees are
principally made for their housing loans. The guarantees for
affiliates and other companies are made for their lease obliga-
tions and bank loans 1o ensure that those companies operate
with less financial risk. ,

Canon would have to perform under a guarantee if the
borrower defaults on a payment within the contract terms.
The contract terms are 1 year to 10 years in case of employ-
ees with housing loans, and 1 year to 5 years in case of affili-
ates and other companies with lease obligations and bank
loans. The maximum amount of undiscounted payments
Canon would have had to make in the event of default is
¥2,014 million at December 31, 2024. The carrying amounts
of the liabilities recognized for Canon’s obligations as a guar-
antor unider those guarantees at December 31, 2024 were
not significant.’
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CONTRACTUAL OBLIGATIONS AND COMMERCIAL COMMITMENTS
The following table summarizes Canon's contractual obligations at December 31, 2024,

tiillions of yen

Payments due by period

Total Less than 1 year 1-3 years 3-Syears  More than 5 years
Contractual obiligations:

Long-term debt: .

Loar from the banks 201,909 210 201,063 636 e

Other debt 4,990 1,614 2,408 865 103
Operating lease obligations 150,707 44,701 56,933 26,366 22,707
Purchase commitments for:

Froperty, plant and equipment 112,760 112,760 — . — —

Parts and raw materials 227,455 227,455 — — —
Other long-term liabilities:

Contribution to defined benefit pension plans 18,681 18,681 — - —

Total 716,502 405,421 260,404 27,867 22,810

Maote: Sep Notes 9, 11, 19 and 20 in the Motes to Consolidated Financial Statements for further details. The table does not include provisions for uncertain tax
positions and related accrued interest and penalties, as the specific timing of future payments related 1o these obligations cannot be projected with reasan-
able certainty. See Note 12, Income Taxes in the Notes to Consolidated Financlal Statements for further detalls,

Canon provides warranties of generally less than one year
against defects in materials and workmanship on most of
its consumer products, Estimated product warranty related -
costs are recorded at the time revenue is recognized and
are included in selling, general and administrative expenses.
Estimates for accrued product warranty costs are primarily
based on historical experience, and are affected by ongoing
product failure rates, specific product class failures outside of
the baseline experience, material usage and service delivery
costs incurred in correcting a product failure, As of December
31, 2024 accrued product warranty costs are included in
accryed expenses and amounted to ¥23,685 million.

Canon's management believes that current financial
resources, cash generated from operations and Canon’s poten-
tial capacity for additional debt and/or equity financing will be
sufficient to fund current and future capital requirements.

Canon’s management policy in recent periods to optimize
inveritory levels is intended to maintain an appropriate balance
among relevant imperatives, including minimizing working
capital requirement, avoiding undue exposure to the risk of
inventory obsolescence, and maintaining the ability to sustain
sales despite the occurrence of unexpected disasters.

Canon' s current strategy for optimizing inventory levels is
to minimize working capital and avoid the risk of inventory
obsolescence while maintaining an appropriate balance to
ensure continued sales activity in the event of an unexpected
natural disaster. Canon’s total inventory turnover measured in
days were 65, 66 days at the end of the fiscal years 2024 and
2023 respectively. Although the value of inventories increased
mainly due to an increase in shipments due to the avoidance
of operation of the Suez Canal, the number of inventories
turned over decreased due to an increase in sales from the
previous year.

Increase in property, plant and equipment on an accrual
basis in 2024 amounted 1o ¥219,202 million compared

with ¥201,140 millien in 2023. For 2025, Canon projects its
increase in property, plant and equipment will be approxi-
mately ¥210,000 million.

Employer contributions to Canon’s worldwide defined ben-
efit pension plans were ¥28,850 million in 2024 and ¥51,647
million in 2023. Employer contributions to Canon’s worldwide
defined contribution pension plans were ¥29,302 million in
2024 and ¥27,667 million in 2023. In addition, employer con-
tributions to the multiemployer pension plan of certain subsid-
iaries were ¥6,353 million in 2024 and ¥5,447 million in 2023.

Working capital in 2024 increased by ¥118,867 million to
¥803,777 million, compared with ¥ 784,910 millicn in 2023.
The increase was primarily due o a decrease in short-term
loans {including the current portion of long-term debt). Canon
believes its working capital will be sufficient for its require-
ments for the foreseeable future, Canon's capital requirements
are primarily dependent on management’s business plans
regarding the levels and timing of purchases of fixed assets
and investments. The working capital ratio (ratio of current
assets to current liabilities) for 2024 was 1.58 compared to
1.55 for 2023,

Return on assets (net income attributable to Canon Inc.

divided by the average of total assets) was 2.9% in 2024,
compared to 5.0% in 2023, =

CANON ANNUAL BEFORT 2024



52

Return on Canon Inc. shareholders’ equity (net income’
atiributable to Canon inc. divided by the average of total
Canon Inc. shareholders' equity) was 4.8% in 2024 com-
pared with 8.2% in 2023, It improved from the previous fiscal

. year due to an increase in net income, although sharehold-

ars’ equity increased due to an increase in retained earnings
resuling from an increase in profit and an increase in foreign
currency translation adjustments resulting from the deprecia-
tion of the yen. ,

in Phase Wi, one of Canon’s management policies is to
thoroughly implement cash flow management, and Canon is
restrengthening its finandial base,

tn 2024, Long-term loans payable increased due to an
increase in working capital. As a result, the debt to total assets
ratios were 11.5% and 9.6% as of December 31, 2024 and
2023. Canon had short-term loans, current operating lease
liabitities, long-term deht, and noncurrent operating lease
liahilities of ¥663,500 million and ¥517,317 million, as of
December 31, 2024 and 2023.

FREE CASH FLOW

Canon Inc. shareholders’ equity to total assets ratios
were 58.6% and 61.99% as of December 31, 2024 and 2023,

‘The ratio as of December 31, 2024 decreased from the previ-

aus fiscal year as a resuft of an increase in expenditures as a
result of active returns to shareholders, including increased
dividends in continuation of the previous year and repurchases
of treasury stock which were canied out two times to Canon,
and an increase in accumulated other comprehensive income

due to the depreciation of the yen. =~

Non-GAAP Financial Measures

Canon has reported its financial results in accordance with
LS, GAAP In addition, Canon has discussed its results using
the combination of two GAAP cash flow measures, Net cash

- - provided by operating activities and Net cash used for invest-

ing activities, which Canon refers o as “Free Cash Flow”
which is a non-GAAP measure Canon believes this measure is
beneficial to an investor’s understanding of its current liquidity
and the alternatives of uses of financing activities because it
takes into consideration its operating and investing activities.
‘A reconciliation of this non-GAAP financial measure and the
most directly comparable measure calculated and presented in

‘accordance with GAAP is set forth on the fo!lqwing table.

Millions of yen

2024 2023
Net cash provided by operating activities 606,831 451,190
* Net cash used in investing activities (297,322)  (275.372)
Free cash flow 309,509 175,818
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RESEARCH AND DEVELOPMENT,

PATENTS AND LICENSES

Since its founding, Canon has been promating diversification
of our business through development of core competency
management, which combines core competency technolo-
gies (“core technologies”}, which create industry-leading
core products, with fundamental technologies that form the
basis of our technology accumulation, and value creation
technologies that form the basis of our product commercial-
ization technologies.

Canon has transformed several of these core technologies
into fundamental technologies through repeated R&D efforts.
For example, the core technology behind camera people
detection has been further developed as a fundamental
technology for detection Alfstatistics analysis and is now being
incorporated into healthcare IT systerns helping to enhance
our business unit

Core competency managerment is put into practice in the
research and development process through the “matrix R&D
structure,” The head office’s research departments and the
product development divisions of the business units of various
products have established a matrix-style system and created a
structure that will make it possible to use company-wide tech-
nologies. The development divisions of our business units are
the main players when it comes to the core technologies that
make our products competitive. Meanwhile, the head office’s
research departments handle research into forthcoming trends
and the development of fundamental technologies. This can
lead to the advance development of core technologies at the
business departments.

Furthermore, the most distinctive feature of Canon's R&D
is that a holistic environment (one where technologies can be
joined in complex ways) has been developed where it is pos-
sible to use and deploy together throughout the Company the
“technologies that go into products” like core technologies/
fundamental technologies and the "technologies that sup-
port products” such as value creation technologies. With this,
by simultaneously leveraging the technologies included in

R&D Expenses (Billions of yen)

wo: - - R EEE e e
i (
wo! - M B B
! H
| .
1 1
mg.% - .- - B . v i
g I
ol a m_

2020 2021 2022 2023 2024

Cle AT

FINANCIAL
OVERVIEW

e fs

products and those that support products in product develop-
ment, Canon will create competitive products.

R&D expenses were ¥337,348 million in 2024 and
¥331,914 million in 2023. The R&D expenses to net sales
ratios were 7.5% in 2024 and 7.9% in 2023,

Canon believes that new products protected by a robust
patent portfolio will not easily allow competitors to surpass
them, and will give the Company an advantage in establishing
standards in the market and industry.

Canon obtained the ninth greatest number of patenis in the
United States in 2024, according to the annual ranking list,
released by IFI CLAIMS?® Patent Services.

MARKET RISK EXPOSURES

Canon is exposed to market risks, including changes in foreign
currency exchange rates, interest rates and prices of market-
able securities and investments, In order to hedge the risk

of changes in foreign currency exchange rates, Canon uses
derivative financial instruments.

Equity price risk
Canon holds marketable securities included in current assets,
which consist generally of highly-liquid and low-risk instru-
ments. Investments included in noncurrent assets are held
as long-term investments. Canon does not hold marketable
securities and investments for trading purposes.

Maturities and fair values of such marketable securities
and investments with original maturities of more than three
months were as follows at December 31, 2024,

Millions of yen

Fair value
Fund trusts and others 4,394
Equity securities 25,455
29,849
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Foreign currency exchange rate and

interest rate risk

Canon operates internationally, expasmg itto the risk of
changes in foreign currency exchange rates. Derjvative finan-
cial instruments are comprised principally of foreign currency
exchange contracts utilized by the Company and certain of its
subsidiaries to reduce the risk. Canon assesses foreign cur-

. rency exchange rate risk by continually monitoring changes

in the exposures and by evaluating hedging opportunities,
Canon does not hold or issue derivative finandial instruments
for trading purposes, Canon is also exposed to credit-related
losses in the event of non-performance by counterparties to
derivative financial instruments, but it is not expected that any
counterparties will fail to meet their obligations. Most of the
counterparties are internationally recognized financial institu-
tions and selected by Canon taking into account their financial
condition, and contracts are diversified across a number of
ma or financial institutions.

Canon’s international operations expose Canon to the risk
of changes in foreign currency exchange rates. Canon uses
foreign exchange contracts to manage certain foreign curency

~exchange exposures principally from the exchange of U.S. dol-

lars and euros into Japanese yen. These contracts are primarily

. used to hedge the foreign currency exposure of forecasted

irtercompany sales and intercompany trade receivables which
are denominated in foreign currencies. In accordance with
Canon’s policy, a specific portion of foreign currency exposure
resulting from forecasted intercompany sales are hedged using
foreign exchange contracts whnch principally mature ‘within
three months.

The following table prowdes mformatmn about Canon's
major derivative financial instruments related to foreign cur-
rency exchange transactions existing as of December 31,
2024 All of the foreign exchange contracts described in the

-following table have a contractual maturity date in 2025.

Kiflions of yen

Uss Euro . Others Total
Forwards to sell foreign currencies: , o
- Contract amounts 67,380 . 99,991 12,995 180,366
Estimated fair value (1,764} {1,610) (86) (3,460)
VFczr’wards 1o buy foreign currencies:
‘Contract amounts 8,363 1,456 9,017 18,836
_Estimated fair value 291 - 66 (s1) 306

CANON ANNUAL REFORT 2024
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Canoen expects that fair value changes and cash flows result-
ing fram reasonable nearterm changes in interest rates will
be immaterial. Accordingly, Canon believes interest rate risk
is insignificant, See also Note 9 of the Notes to Consolidated
Financial Statements,

Changes in the fair value of derivative finandal instruments
designated as cash flow hedges, induding foreign exchange
contracts associated with forecasted intercompany sales,
are reported in accumulated other comprehensive income
{loss). These amounts are subsequently reclassified into earn-
ings in the same period as the hedged items affect earnings.
All amounts recorded in accumulated other comprehensive
income {loss} as of December 31, 2024 are expected to be
recognized in net sales over the next twelve months. Changes
in the fair value of a foreign exchange contract for the period
between the date that the forecasted intercompany sales
occur and its maturity date are recagnized in earnings. -

Canon has entered into certain foreign currency exchange
contracts to manage its foreign currency exposures. These
foreign currency exchange contracts have not been designated
as hedges. Accordingly, the changes in fair values of these
contracts are recorded in earnings immediately.

LOOKING FORWARD

Under the corporate philosophy of kyosei—living and working
together for the coramon good-—Canon's basic management
policy is to contribute to the prosperity and well-being of the
warld while endeavoring to become a truly excelient global
corporation targeting continued growth and development.

Based on this basic management policy, Canon launched
the Excellent Global Corporation Plan in 1996 and, from
Phase | to Phase V, has worked to strengthen its management
base and improve corporate value, To achieve new growth,
Canon made "accelerating corporate portfolio transformation
through our productivity improvernent and new businesses
creation” its basic policy under "Phase VI of the Excellent
Global Corporation Plan,” its five-year management plan
from 2021 to 2025, In 2021, Canon reorganized its product-
oriented busiress divisions into four industry-oriented business
groups that included commercial printing, medical, network
cameras and industrial equipment as new businesses, thereby
establishing a structure for enhancing business competitive-
ness and creating new drivers of growth.

In 2021, Canon reorganized its product-criented business
divisions into four industry-oriented business groups that
included new businesses of commercial printing, medical,
netwark cameras, and industrial equipment, thereby establish-
ing a structure for enhancing business competitiveness and
creating new drivers of growth. Each industry-oriented busi-
ness group will concentrate investments in high-growth areas
and by strengthening and expanding these areas, Canon will
realize overall growth. In the first half of the five-year manage-
ment plan, impact of the COVID-19 pandemic remained, and
Canon was preoccupied with responding to shortages of semi-
conductors and other components, and logistical disruptions.

TLIRPFORATE
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After entering 2023, however, as the situation settled down,
Canon resumed and accelerated its measures for growth, with
office MFDs, cameras and other existing businesses generating
profit, and sales growth coming from new businesses such as
semiconductor lithography equipment, medical equipment,
network cameras, and commercial printing.

- Although Canon expects to continue operating its busi-
ness in a climate of political and ecanomic uncertainty going
forward, Canon will maintain growth momentum and lay the
foundations to achieve even greater growth over the next five
years beginning in 2026 by ensuring all divisions, including
development, procurement, production and sales, work in a
concerted effort to implement the following priority measures.

1. Strengthen and expand industry-oriented
business groups
To promote business portfolic transformation, Canon will
thoroughly strengthen competitiveness and expand indus-
try-oriented business groups.

(1) Printing Group
Canon will meet diversified printing needs by taking advan-
tage of the strength of offering a wide variety of printing
equipment from printers for home use and for office use to
commercial printers.

As for digital commerdial printing, our sales are growing.
This reflects the enhanced image quality and productivity
that have spread throughout the industry as Canon incor-
porates the feedback of customers who are printing com-
panies. Canon will develop sales channels through coop-
eration with Heidelberger Druckmaschinen AG, a leading
Gerrnan company of offset printing equipment, while
expanding our business domain by making a full-scale
entry into the industrial printing field, specifically targeting

- labels and packaging, which have high growth potential,
to accelerate growth, -

As for office and home printing, since the market has
matured and is not expected to grow substantially, Canon
will work to increase market share by raising product com-
petitiveness, and review our structures of development,
production, and sales, to build a more effective organiza-
tion-for higher profitability.

(2) Medical Group
Canon aims to establish a solid presence in the field of
diagnostic imaging equipment, which serves as the core
of the business. In addition to further expanding our
product lineup that is comparable to that of competitors
afound the world, strengthening our sales capability and
presence overseas is an urgent issue, In the United States
which is a medically advanced country that has great
influence in the global market, while reinforcing our sales
structures by means of increasing our sales force and
other resources, Canon is collaborating with advanced.
medical institutions and strengthening relationships with

CANGCN ANMUAL REPORT 2024



medical practitioners who serve as key opinion leaders,

In addition, Photon Counting CT, the next generation CT,
is drawing increasing attention as many papers based

on Canon’s equipment have been published. Canon will -
work to improve Canon's presence by realizing the early
launch of Photan Counting CT.

In terms of profitability, Canon began taking action by
establishing the Medical Business Innovation Committee in
February 2024 to identify areas for improvermnent. Canon will
~ unify Canon Inc. and Canon Medical Systems Corporation

and improve efficiency in our development, production,
sales, and management operations for higher profitability.

(3} tmaging Group

© As for digital cameras, it is important for us, as a leading
company of cameras, to continue to provide attractive
products to users, including younger generations, and

to stimulate the market going forward. Canon will offer

& lineup that satisfies both demand for still image pho-
tography from professional photographers and camera -
enthusiasts, and for diverse video recording from social
media users, Demand for network cameras for surveillance -
applications continues to increase to ensure safety and
security against disasters and crimes. At the same time, the
need for in-store marketing and for production control at
manufacturing sites are growing. Canon will accelerate its
- growth by responding to diversifying demand.

{4) industrial Group
_ Canon anticipates continuing market growth for semicon-

ductors driven by essential devices used in Al, loT, electric
vehicles {EVs), and other technological innovations. And

~ due to this, demand for semiconductor lithography equip-
ment is anticipated to also Increase. Recognizing the need
to significantly bolster production capacity ta respond to
strong demand, Canon has started construction of a new
plant af our production site in Utsunomiya that is sched-

- uled to become operational in 2025.

Canon Is aiming to expand sate of “nanoimprint semi-
conductor manufacturing equipment” to further enhance
sales growth potential. Unlike conventional methods that
use fight to expose circuit patterns, this system forms circuit
patterns by pressing a patterned mold like a stamp. Canon
is working with semiconductor manufacturers to evaluate
and test various types of patierning for mass production.

In addition, Canon is also proceeding with the devel-
opment of ArF lithography equipment with the aim of

“launching it in the second half of 2025. Canon will expand
the coverage of serniconductor production process by
enhancing our lineup.

CANON ANNUAL REFORT 2024

2. Promote production structure reform

In an uncertain and unstable global environment, the sup-
ply chain is the lifeline of a manufacturer, and from a stabil-
ity and sustainability perspective, Canon needs 1o review it.

* Canon is seeking to achieve robust production and supply

systems by reorganizing our domestic and overseas produc-

_ tion sites and consolidating them in countries and regions

where Canon sees political and social stability, In addition,
Canon is working to improve the capadity utilization rates

" of production sites and to promote the return of produc-

tion of high-value-added products to Japan. Canon wifl
also concentrate our efforts on automation and in-house
production technologies through collaboration among

“design, production technology, and manufacturing sites,

while improving cost competitiveness.

- 3. Promote development innovations

Under such circumstances where the world is rapidly
changing and competition is becoming more severe, it is
important to swiftly launch products that are superior in
terms of quality and cost. At the development stage, which
is the starting point of such a plan, Canon will employ
concurrent development, which requires cooperation with
production technology and production sites for joint work,
at a company-wide level, Canon will also utilize digital
transformation (DX} and simulation technologies to reduce
development time and costs for prototypes, etc., with the
aim of further increasing development productivity, To
cultivate innovation personnel who support development,
Canon will develop and strengthen a system to certify
talented engineers as “top scientists” and “top engineers, ”
while supporting skill improvements through CIST, an in-
house institution intended to develop software engineers.

. 4. Address cybersecurity risks

As for information security risks that are an increasing
global threat, while working on countermeasures against

" information leakage from within the Group and cyberat-

tacks from outside, Canon is also taking othér steps such
as raising the awareness of employees at a group wide
fevel. In the unlikely event that an information security

_incident occurs, Canon has established a dedicated team,

CSIRT*, to deal with it promptly.
Furthermc:»re since Canon is working to b@ast the conve-
nience of our products and services by connecting them to

. the doud and smartphones via networks, as a key initia-

tive, Canon is also working on countermeasures against

- eybersecurity risks, such as the leakage of personal and

confidential information, from the development stage.

* Computer Security ncident Response Teara (general term for organiza-
tions 1o deal with indidents and accidents related to computer security)
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Forward looking statements

The foregoing discussion and ather disclosure in this report
contains forward-looking statements that reflect manage-
ment’s current views with respect to certain future events and
financial performance. Actual results may differ materially
fram those projected or implied in the forward-laoking state-
ments. Further, certain forward-looking statements are based
upon assumptions of future events that may not prove to be
accurate, The following important factars could cause actual
results to differ materially from those projected or implied in
any forward-looking statements: foreign currency exchange
rate fluctuations; the uncertainty of Canon’s ability to imple-
ment its plans to localize production and other measures to
reduce the impact of foreign currency exchange rate fluctua-
tions; uncertainty as to economic conditions in Canon’s major
markets; uncertainty of continued demand for Canon’s high-
value-added products; Canon’s ability to continue to develop
products and to market products that incorporate new tech-
nology on a timely basis, are competitively priced, and achieve
market acceptance; the possibility of losses resulting from
foreign currency transactions designed to reduce financial
risks from changes in foreign currency exchange rates; inven-
tory risk due to shifts in market demand; spread of infectious
diseases; uncertainty in the global economic environment,
including supply chain disruptions and rising inflation; and
geopalitical events such as the unfolding situation in Ukraine
and the Middle East, changes in the U.5. trade policy which
could affect businesses in the U.S. market,
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TEN-YEAR FINANCIAL SUMMARY

Ifllions of yen (except per share amounts)

25 - z0te 2017 2018 2019 2020 2021 2022 2023
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. 2028

2ﬂ24 . 20323 2022 200
- Met sales: o '
Dormestic 955,456 901,589 864,808 830,378
Overseas : 3,554,365 3,279,383 3,166,606 2,682,979
Total : ’ , 4,509,821 4,180,972 4,031,414 3,513,357
Percentage of previous year ‘ 107.9% 103.7% - 114.7% 111.2%
Net income attributable to Canen Inc. 160,025 264,513 243,961 - 214,718
Percentage of sales 3.5% 6.3% 6.1% 6.1%
Advertising ( 44,384 52,570 45,986 36,812
Research and developmernt expenses 337,348 331,914 306,730 287,338
Depreciation and amortization 235,465 238,676 226,492 221,246
Capital expenditure 256,267 231,725 183,291 179,000
‘ Long—term debt, excluding current installments 205,075 2,954 2,417 179,750
Canon Inc. shareholders’ equity 3,380,273 3,353,022 3,113,105 2,873,773
. Total assets 5,766,246 5,416,577 5,095,530 4,750,888
. Per share data: ‘
Met income attributable to Canon Inc. -
shareholders per share; ;
Basic - 165.53- 264.20 236.7‘1 205.35
) Diluted 165.44 264.08 236.63 205.29
Dividend per share 155.00 140.00 120.00 100,00
. Stock price: ; ’
. High 5,274 3,912 3,516 2,938
Low o 3,594 2,754 2,538 1,876
Average nurnber of comman shares in thousand's' 966,763 1,001,200 1,030,644 1,045,633 .
Number of employees 170,340 169,151 180,775 184,034
Common Stock Price Range (Tokyo Stock Exchange) (ven)
) 8_{)0{) i m e e A e e meem e Cmm mmten man e g we e Gnn s am a e s me e ey s o
?'m o b i 2 A e G s e e i o nm e e amene e m e e 4 a e s -
11 3 L U S - -
'5,090. e e e e e e e e . e e e e e
I l . l [ l ] I l I ' l .
3,000 4- l l I'|||~-- ll' l
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Thausands of U5, doflars
: {ewcept per dhare amounts
2020 2019 2018 2017 2016 2015 ) 2024
806,305 872,534 869,577 884,828 706,978 714,280 % 6,047,190
2,353,938 2,720,765 3,082,360 3,195,187 2,684,508 3,085,991 22,495,981
3,160,243 3,593,299 3,851,937 4,080,015 3,401,487 3,800,271 28,543,171
87.99% 90.9% 96.9% 119.9% 89.5% 102.0% 107.9%
83,318 124,964 252,441 242,081 150,334 219,943 1,012,816
2.6% 3.5% 6.4% 5.9% 4.4% 58% 3.5%
31,273 46,665 58,729 61,207 58,707 80,907 280,911
272,312 298,503 315,842 333,371 306,537 332,678 2,135,114
227,825 237,327 251,554 261,881 250,096 273,327 1,490,285
161,727 211,228 200,504 181,389 208,379 243,130 1,621,943
4,834 357,340 361,962 493,238 611,289 881 $ 1,297,943
2,575,031 2,685,496 2,820,644 2,863,986 2,776,327 2,959,929 21,394,133
4,625,614 4,771,918 4,902,955 5,201,626 5,142,279 4,431,720 36,495,228
79.37 116.79 233.80 223.03 137.66 201.41 $ 1.05
79.35 116.77 233.78 223.03 137.66 20140 1.05
80.00 160.00 160.00 160.00 150.00 150.00 0.98
3,089 3,338 4,395 4,472 3,656 4,539 33.38
1,627 2,687 2,876 3,218 2,780 3,402 . 22,75
1,049,802 1,068,957 1,0‘79,753 ) 1;085,439 1,082,071 1,092,018
181,897 187,041 195,056 197,776 157,673 189,571

Motes: 1, LS. dollar amounts are translated from yven at the rate of 10531 = IPY158, the approvimate exchange rate on the Tokyo Foreign Exchange Market as
of December 30, 2024,

2, Cangn adopted Accounting Standards Update (*ASU™) No. 2017-07 from the guarter beginning January 1, 2018, The adoption of the new presenta-
tion requirement of the service cost component and the other components of ret benefit cost resulted in reclassification from cost of sales, and selling,
general and administrative expenses, and research and development expenses into other income {deductions) for the years ended December 31 from
2017 to 2015 respectively,

3. Depreciation and amaortization and Capital expenditure are the total of tangible and Intangible assets.
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Financial Section, consisting of consolidated financial

statements, management’s report on internal control over

finandial reporting, and independent auditor's report, is

62
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' Millions of yen
ASSETS . 2024 2023 .
Current assets:

Cash and cash equivalents (Notes 1 and 22) 501,565 401,323

Short-term investments (Notes 2 and 22) 4,775 3,822

Trade recelvables (Note 3} ’ 705,591 655,460

Inventories {Note 4} 841,836 796,881

Current-lease receivables (Note 6} 167,612 150,324

Prepaid expenses and other current assets (Notes 15, 18 and 22} 245,665 231,605

Allowance for credit losses (Notes 2 and 6) {16,961) {15,329)
Total current assets 2,450,083 2,224,086

Noncurrent receivables (Note 20} 29,614 11,734
Investments (Notes 2 and 22) ‘ 113,241 78,505
Property, plant and equipment, net {Note 5} 1,147,380 1,095,879
Operating lease right-of-use assets (Note 19) 136,717 126,125
Intangible assets, net (Notes 7 and 8) 275,391 274,942
Goodwill (Motes 7 and 8) 915,258 1,045,400
Moncurrent iease receivablas {(Note &) 363,749 321,065
Other assets (Notes 11 and 12) 339,569 242,659
Allowance for credit losses (Note 6) (4,756) {3,818)
Total assets 5,766,246 5,416,577
"LIABILITIES AND EQUITY
Current liabifities:

Short-term loans and current portlon of long ~term debt (Notes 9 and 21) 318,330 386,200
Short-term loans related to financial services 40,400 38,900
Other short-term loans and current portmn of long-term debt '+ 277,930 347,300

Trade payables (Note 10} : 350,128 309,930
Accrued income taxes (Note 12) 78,438 55,983
Accrued expenses (Notes 11 and 20) 433,328 373,544
Current operating lease liabilities (Note 19) 41,876 35,559
Other current liabilities (Notes 5, 15,18 and 22} - 324,205 276,960
Total current liabilities o 1.546,306 1,439,176
Long-term debt, exduding current portion of long»term debt (Notes 9 and 21} 205,075 2,954
Accrued pension and severance cost (Note 11} . 166,153 171,779
Nancurrent operating lease liabilities (Note 19) 98,219 92,604
Other noncurrent labilities (Motes 12 and 15) 105,442 104,357

Total liabilities 2,121,195 1,810,870
_Equity: ‘ ‘
Canon Inc, shareholders’ equity:

Cornmaon stock ' 174,762 174,762

{Number of authorized shares) (3,000,000,000)  (3,000,000,000)

{Number of issued shares) {1,333,763,464)  (1,333,763,464)

“Additional paid-in capital (Note 13} 412,287 404,935
Legal reserve 61,893 61,634
Other retained earnings 3,818,668 3,801,212

Total retained earnings (Note 13} 3,880,561 3,862,846

Accumulated other comprehensive income (loss) (Note 14} . 470,897 | 268,758

- Treasury stock, at cost {1,558,234) {1,358,279)
{Number of shares) {389,771,598) (345,964,752}
Total Canon Inc. shareholders’ eqmty 3,380,273 3,353,022
" Noncontrolling interests 264,778 252,685
Total equity 3,645,051 3,605,707
Total liabilities and equity 5,766,246 5,416,577

CONSOLIDATED BALANCE SHEETS

Canon Inc. and Subsidiaries

Devernber 31, 2@24 and 2023
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CONSOLIDATED STATEMENTS OF INCOME

Canon Inc. and Subsidiaries
Years ended Decernber 31, 2024 and 2023

Millions of yen
2024 2023
Net sales (Motes 6, 14, 15 and 18);
Products and Equipment 3,593,598 3,314,627
Services . 916,223 866,345
4,509,821 4,180,972
Cost of sales (Notes 5, 8, 11 and 19):
Products and Equipment 1,933,783 1,798,211
Services 432,943 412,851
2,366,726 2,212,062
Gross profit 2,143,095 1,968,910
Operating expenses (Notes 1, 5, 8, 11, 14, 16, 19 and 20):
Selling, general and administrative expenses 1,360,893 1,261,630
Research and developrnent expenses 337,348 331,914
Impairment losses on goodwill 165,100 —
1,863,341 1,593,544
Operating profit 279,754 375,366
Other income {deductions):
Interest and dividend income 15,602 13,425
interest expense (3.745) (2,267}
Other, nat (Notes 1, 2, 11, 14 and 18) 9,550 4,243
21,407 15401
Income before income taxes 301,161 390,767
Income taxes (Notes 12 and 14) 118,287 106,346
Consolidated net income 182,874 284,421
Less: Net income attributable to noncontrolling interests 22,849 19,908
Net income attributable to Canon Inc. 160,025 264,513
Yen
Net income attributable to Canon Inc. shareholders per share (Note 17):
Basic ) 165.53 264.20
Diluted 165.44 264.08

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

- Canon Inc. and Subsidiaries

Years ended December 31, 2024 and 2023

Iillions of yen

2024 2023
Consolidated net income 182,874 284,421

Other comprehensive income (loss), net of tax (Note 14): '
Foreign currency translation adjustments 145,724 184,836
Net unrealized gains and losses on securities 5 60
Net gains and losses on derivative instruments {2,433} 1,394
Pension liability adjustments 66,990 24,289
210,286 210,579
Comprehensive income {loss) 393,160 495,000
Less: Comprehensive income attributable to noncontrolling interests 30,996 24,352
Comprehensive income {loss) attributable to Canon Inc, 362,164 470,645
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Canon Inc. and Subsidiaries

'CONSOLIDATED STATEMENTS OF EQUITY

Years ended December 31, 2024 and 2023

Balance at December 31, 2024

Tillions of yen
L Avcurmfaled Tedal
Additional Dither Total other Canon Ing, Ton-
Common paid-in Legal retained retalngd  rompeehenstie  Treasury  shareholders’  contraliing Total
stogk capital reserye warnings sarings  incowe sl - stk Rty interests equity
Balance at Decemper 31, 2022 134,762 404838 64509 3664735 3729244 62,623 (1,258,362} 3,013,105  23592% 3349030
Equuty transactions with noncentrolling ‘ .

interests and other 158 {3.534) 3,534 — 158 (57} 61
Dividends to Canon It shareholders : :

{13000 yen per share) - {130,870 (130,890} {130,870} {130,870}
Dividends to noncontrolling interests . {7,495 {7,455}

° Transfers to legal reserve £58 ()] — — —
Camprehensive income: )
Met income © 264,513 264,513 264,513 18,508 28440
Other comprehensive income {loss), ) )
net of tax (lote 14);
Furgign currency transiation adjustments 183,850 143,850 1,186 184,836
Net unrealized gains and losses on
" secuities &0 2] &l
Mt gains and losses on dervative ‘ ‘ )
instrumerts ) 1,352 1,352 42 1,394
Pansion Hability ad}ustmgma 21,073 21073 3246 24,289
Total comprehensive income {Joss) 470,848 24357 495,000
" Hepurchasas and reissuance of treasury stock 61} (23 I £ 1) {99,917y (100,019) {100,019)
Balance at December 37, 2023 174762 | 404,935 61634 3BOLAT 3862846 2687SE {1,358279 3,353,027  2RIBBE 3605707
- Eruity transactions with noncantroliing ’ '

interests and other TAM (762 {762} 6548 {10,839) {4,191}
Dividends to Canon Inc. sharshalders ) :

(145,00 yen per share) Cf141.530)  (141,530) (141,530} {141,530}
Dividends to noncontrolling interests " {8,854} (8,854)
Acquisition of subsidiaries . 780 790
Trarsfers to legal resene 259 {259) - - -
Comprehensive income: S

Net income 160,025 160,028 160,025 22849 182,874
Cither comprehensive mcome {foss), ’
net of tax {Note 14):
Foreign currency “translation adjustrments 144,424 144,424 1,300 145724
. Wet unrealized gains and losses on )
secuiities 5 : 5 5
Wet gains and losses on dervative -
instrurments (2,443} (2,443) 10 {2.433)
Pension labifity adjustrients 60,153 60,153 6837 66,950
Total comprehensive Incoma oss) 362,164 30,996 393,160
Repurchases and refssuance of treasury stock {58} {18}, (18) {199,955} (200,031} {200,031)
174,762 412,287 61,8903 3,814,668 3,820.561 470,897 {1,556.234) 3380273 3,645,051
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Canon Inc. and Subsidiaries
Years ended December 31, 2024 and 2023

illions of yen
2024 2023
Cash flows from operating activities:
Consolidated net income 182,874 284,421
Adjustments to reconcile consolidated net income to net cash
provided by operating activities:
Depreciation and amortization 235,465 238,676
Impairment losses on goodwill 165,100 —_—
Loss an disposal of fixed assets 1,271 4,025
Deferred income taxes {14,571) {10,353}
{Increase) decrease in trade receivables (29,437) 16,625
{Increase) decrease in inventories (6,865) 65,595
Increase in lease receivables (Mote 6) (18,218) {24,838)
Increase {decrease) in trade pavables 29,348 {57,631}
Increase in accrued income taxes 20,464 6,880
Increase {decrease) in accrued expenses ) 27,284 (16,083}
Decrease in accrued pension and severance cost ’ {32,639) (32,208)
Contribution of cash to retirement benefit trust — {18,000}
Other, net 46,753 {5,919}
Net cash provided by operating activities 606,831 451,190
Cash flows from investing activities: .
Purchases of fixed assets (Note 5) (237.,001) {230,308}
Proceeds from sale of fixed assets (Note 5) 7.279 3,670
Purchases of securities (13,812) {11,755)
Proceeds from sale and maturity of securities 4,840 16,582
Acquisitions of businesses, net of cash acquired {Note 7) (32,672) {54,570}
Other, net (25,956) 1,009
Net cash used in investing activities (297,322) (275,372}
Cash flows from financing activities:
Praceeds from issuance of long-term debt (Note 9) 200,000 —_
Repayrments of long-term debt (Note 9) (2,297} - (55,893)
Increase (decrease) in short-term loans related to financial services, net (Note 9) 1,500 {2,300}
{Decrease) increase in other short-term loans, net (Note 9) {70,960) 140,213
Dividends paid {141,530) ' (130,870}
Repurchases and reissuance of treasury stock, net {200,031) {100,019}
Other, net (Note 1) {12,678} (7,860}
Net cash used in financing activities (225,996) {156,729}
Effect of exchange rate changes on cash and cash equivalents 16,729 20,133
Net change in cash and cash equivalents 100,242 39,222
Cash and cash equivalents at beginning of period 401,323 362,101
Cash and cash equivalents at end of period 501,565 401,323
Supplemental disclosure for cash flow information:
Cash paid during the period for:
Interest 3,766 2,191
Income taxes 124,197 107,036
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Canon Inc. and Subsudlanes

1. BASIS OF PRESENTATION AND SIGNIFICANT ACCDUNTING POLICIES

{a) Basis of Presentation
The Company issued convertible debentures in the United

States in May 1969 and established a program in which its

Ametican Depositary Receipts (ADRs) are traded in the U.5.

‘over-the-counter market. Since then, under the U.5. Securities

Act of 1933 and the U.5. Securities Exchange Act of 1934, as
amended, the Company has prepared its annual consolidated
financial statements in accordance with U.S. GAAP and filed

" themn with the U.5. Securities and Exchange Commission on

Form 20-F. The Company’s ADRs were listed on the NYSE

“in September 2000 after being quoted on NASDAQ from

February 1972 to September 2000, In March 2023, the
Comparny was delisted from the NYSE. The Company filed a
Form 15F for the termination of registration of its ADRs and
underlying common shares with the SEC and termination
of ongoing reporting obligations under-the U.S. Securities

. Exchange Act {the "Exchange Act”) on March 7, 2024. The

company’s ongoing reporting obligations under the Exchange
Act was immediately suspended upon filing the Form 15F with
the SEC and were terminated on June 5, 2024, 90 days after
the Form 15F was filed,

Canon s consolidated financial statements are prepared in
accordance with U5, GAAP

The number of consolidated subsidiaries and affiliated cam-
panies that were accounted for by the equity method as of
December 31, 2024 and December 31, 2023 are summarized
as follows: '

December 31,  Decemnber 31,

2024 2023

“Consolidated subsidiaries 334 336
Affiliated companies’ 10 10
Total : 344 346

The main accounting principles, procedures, and presentation

methods adopted by Canon (Canon Inc. and its subsidiaries)
that differ from the Japanese consolidated financial statement
principles and regulations are as follows. For items of significant
monetary importance, Canon also disclose the impact on net

Jincorne before tax based on lapanese standards,

) The retirernent benefits and persion plan are’in accordance with ASC 715

*Compensation-Retirement Benefits,” and are recorded the pension cost -

based on actuarial calculation. The effect of this change was ¥3,202 mil-
lion {decrease i profit} and ¥2,611 millior {increase in profit) for the years
“ended December 31, 2024 snd 2023, respectively.
(i} Share ssuance cost s deducted from additional paid- in capital after tan
effects adiusxment

(i) Derivatives is in accordance wnh ASC BIS “Derivatives and Hedging

Activities,”
(i) Goodwill and other mtangibie assets with indefinite useful lives are in

accordance with ASC 350 “Intangibles - Goodwill and Other” they are not

amortized but are nstead tested for impairment at least anrwally. For the

year ended December 31, 2024, Canon recognized a goodwill impairment

loss of ¥165,100 million in the Medical Business Unit,

Equity securities, in sccordance with ASC 3271 “investments - Equity securi-
_ ties” are measured at fair value in principle, and the changes are recorded

in income before Income Taxes.

]
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i Leases‘ iy accordance with ASC 842 "Leases," operating lease nght -gf-use
assels and Habilitfes are recognized in the balance sheet based on the present
walue of lease payments aver the term of the lease, Lease costs are recog-
nized on a straight-line basis over the tenm of the lease.

{wil) Certain Hems in the consolidated statements of cash flows for the year
ended December 31, 2023, have been reclassified to conform to the pre-
sentation of year ended December 31, 2024,

(b} Description of Business

Canon reports in four reportable segments: the Printing
Business Unit, the Medical Business Unit, the Imaging
Business Unit and the Industrial Busingss Unit, with Others
and Corporate, Products of the Printing Business Unit consist
mainly of digital continuous feed presses, digital sheet-fed
presses, large format printers, office multifunction devices

(MFDs), document solutions, laser multifunction printers

(MIFPs), laser printers, inkjet printers, image scanners and cal-
culators. Products of the Medical Business Unit consist mainly
of computed tomography (CT) Systems, diagnostic ultrasound
systems, diagnastic X-ray systems, magnetic resonance imag-
ing (MRI) systems, digital radiography systems, ophthalmic
equipment, in vitro diagnostic systems and reagents and
healthcare IT solutions. Products of the Imaging Business Unit

* consist mainly of interchangeable-lens digital cameras, inter-

changeable lenses, digital compact cameras, compact photo
printers, MR systems, network cameras, video management |
software; video content analytics software, digital camcorders,
digital cinema cameras and broadcast equipment. Products of
the Industrial Business Unit consist mainly of semiconductor
lithography equipment, FPD (Flat Panel Display) lithography
equipment, OLED display manufacturing equipment, vacuum
thin-film deposition equipment and die bonders, Others
consist mainly of handy terminals and document scanners.
Sales are made principally under the Canon brand name,

-almost entirely through sales subsidiaries. These subsidiaries
are responsible for marketing and distribution, and primarily
‘sell to retall dealars in their geographic areas. Further segment

information is described in Note 23.

Canon sells laser ptinters an an OEM basis to HP Inc.; such
sales constituted 10.5% and 10,1% of consolidated net sales
for the years ended December 31, 2024 and 2023, respectively.

Canon's manufactuting operations are conducted mainly in

Asia incuding Japan, and also in Europe and Americas.

{c} Principles of Consolldatmn

The consolidated financial statements include the accounts of

the Company, its majority owned subsidiaries and those vari-
able interest entities where the Company or its consolidated

. subsidiaries are the primary beneficiaries. All intercompany

balances and transactions have been eliminated,

* (d) Use of Estimates
" The preparation of the consolidated finandlal statements in

conformity with LS. GAAP requires management to make
estimates and assumptions that affect the reported amounts of
assets and liabilities and the disclosure of contingent assets and
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liabilities at the date of the consolidated financial staternents
and the reported amounts of revenues and expenses during
the period, Significant estimates and assumptions are reflected
in valuation and disclosure of accounts including: revenue
recognition, allowance for credit losses, inventories, securities,
long-lived assets, leases, goodwill and other intangible assets
with indefinite useful lives, environmental liabilities, deferred
tax assets, uncertain tax positions, employee retirement and
severance benefit obligations, accrued product warranty costs
and business combinations. Actual results could differ materi-
ally from those estimates. In addition, actual results and out-
comes of the Company may differ from management’s esti-
mates and assumptions due to pandemic, geopolitical risk and
economic slowdown including impacts of rising inflation.

{e) Translation of Foreign Currencies

Assets and liabilities of the Company’s subsidiaries located
outside Japan with functional currencies other than Japanese
yen are translated into Japanese yen at the rates of exchange
in effect at the balance sheet date. Income and expense items
are translated at the average exchange rates prevailing during
the year, Gains and losses resulting from translation of finan-
cial staternents are excluded from earnings and are reported in
other comprehensive income (loss).

Gains and losses resulting from foreign currency transac-
tions and translation of assets and liabilities denominated in
foreign currencies are included in other income (deductions)
in the consalidated statements of income. Foreign currency
exchange gains and losses were net losses of ¥12,196 million
and ¥22,835 million for the years ended December 31, 2024
and 2023, respectively.

{f) Cash Equivalents

All highly liquid investments acquired with original maturities
of three months or less are considered to be cash equivalents.
Certain debt securities with original maturities of less than
three months, classified as available-for-sale debt securities of
¥1,500 million and ¥2,073 million at December 31, 2024 and
2023, respectively, are included in cash and cash equivalents
in the consolidated balance sheets.

(g) Investments

Investments consist primarily of time deposits with ariginal
maturities of mare than three months, debt and equity securi-
ties and investments in affiliated companies.

Canon classifies investments in debt securities as held-to-
miaturity debt securities and available-for-sale securities. Canon
does not hold any trading securities which are bought and
held primarily for the purpose of sale in the near term. Canon
reports investments with maturities of less than one year as
short-term Investments.

Available-forsale debt securities and equity securities with
readily determinable fair value that are not accounted for under
the equity method are recorded at fair value which is deter-
mined based on quoted market prices, projected discounted

FINANCIAL O AT
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cash flows or other valuation technigues as appropriate. The
changes in fair value for equity securities are included in other,
net in the consolidated statements of income. The changes in
fair value for available-for-sale delt securities are included in
net unrealized gains and losses on securities in the consolidated
statements of comprehensive income.

Held-to-maturity debt securities are recorded at amortized
cost. The fair values of held-to-rmaturity debt securities are
mainly measured at the quoted market price.

Available-for-sale debt securities are regularly reviewed for
other-than-terporary declines in the carrying amount based
on griteria that include the length of time and the extent to
which the market value has been less than cost, the financial
condition and near-term prospects of the issuer and Canon's
intent and ability to retain the investment for a period of time
sufficient to allow for any anticipated recovery in market value.
For available-for-sale debt securities for which the declines are
deemed to be other-than-temporary and there is no intent to
sell, the impairment is separated into the amount related to
credit loss, which is recognized in earnings and the amount
related to all other factors is recognized in other comprehen-
sive income {loss), For available-for-sale debt securities for
which the declines are deemed to be other-than-temporary
and there is an intent to sell, the impairment in its entirety is
recognized in earnings. Canon recognizes an impairment loss
to the extent the cost basis of the investment exceeds the fair
value of the investment.

Canon measures non-marketable equily securities without
readily determinable fair value at cost, minus impairment, if
any, plus or minus changes resulting from observable price
changes in orderly transactions for an identical or a similar
investrent of the same issuer.

Realized gains and losses are determined by the average
cost method and reflected in earnings.

Investments in affiliated companies over which Canon has
the ability to exercise significant influence, but does not hold
a controlling financial interest, are accounted for using the
equity method.

{h) Allowance for Credit Losses

Allowance for Credit Losses for trade and lease receivables

is maintained for all customers based on ASC 326 “Financial
Instruments — Credit Losses,” based on historical experiences
of credit losses and reasonable and supportable forecasts. An
additional reserve for individual accounts is recorded when
Canon becomes aware of a customer’s inability to meet its
financial obligations, such as in the case of bankruptcy filings.
If circumstances related to customers change, estimates of the
recoverability of receivables would be further adjusted. When
all collection aptions are exhausted including legal recourse,
the accounts or portions thereof are deemed to be uncollect-
able and charged against the allowance,

{i) Inventories
Inventories are stated at the lower of cost or net realizable
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value. Cost s determined by the average method for domestic
inventories and principally by the first-in, first-out method for
overseas inventories.

(i} Impairment of Long-Lived Assets

Long-lived assets, such as property, plant and equipment,

and acquired intangible assets subject to amortization, are
reviewed for impairment whenever events or changes in
circurnstances indicate that the carrying amount of an asset
may not be recoverable, Recaverahility of assets to be held
and used is measured by a comparison of the carrying amount
of the asset and the estimated undiscounted future cash flows
expected to be generated by the asset. If the carrying amount
of the asset exceeds its estimated sum of undiscounted future
cash flows, an impairment loss is recognized in the amount by
which the carrying amount of the asset exceeds the fair value
of the asset. Assets to be disposed of by sale are reported at
the lower of the carrying amount or fair value less costs to seﬂ,
and are no longer depreciated.

(k) Property, Plant and Equipment, net

Property, plant and equiptment are stated at cost less accumu-

lated depreciation, Depreciation is calculated principally by the

declining-balance method, except for certain assets which are

depreciated by the straight-ine method overthe estimated

useful lives of the assets. ‘
The depreciation period ranges from 3 years to 60 years for

buildings and 1 year to 20 years for machinery and equipment. -

Gains and losses from the sale of praperty, plant and
equipment are included in selling, general and administrative
expenses in the consolidated statements of incame,

{l) Leases

As for lessor accounting, Canon provides leasing arrange-
ments to.its custorners primarily for the sale of office products.
Revenue from. the sale of these products under sales-type
leases is recognized at the inception of the lease. Interest
income on sales-type leases and direct-financing leases is
recognized over the life of each respective lease using the
interest method. Leases not qualifying as sales-type leases or
direct-financing leases are accounted for as operating leases
and related revenue is recognized ratably over the lease term.

When product leases are bundled with maintenance contracts, -

revenue is allocated based upon the estimated standalone
selling prices of the lease and non-lease components, Lease
components generally include product and financing while
non-lease components generally consist of maintenance
cortracts and supplies. Some of the contracts include options
to extend or to terminate the lease. Canon takes such options
into account to determine the lease term when it is reasonably
certain that customers will exercise these options. The majority
of Canon's. lease contracts do not contain bargain purchase
options for their customers. Assets leased to others under
operating leases are stated at cost and depreciated to the esti-
mated residual value of the assets by the stralght-line method
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over a period of generally 2 years to 50 years.

As for lessee-dtcoliniting, Canon has operating and finance
leases for various-assets including office buildings, warehouses,
employees’ accommodations, and vehicles. Canon determines
if an arrangernent is a lease at the inception of each contract.
Sorme of the contracts include options to extend or to ter-
minate the lease. Canorn takes such options into account to
determine the lease term when it is reasonably certain that it
will exercise these options. Canon's lease arrangements do not
contain material residual value guarantees or material restric-
tive covenants, As a ratesimplicit in the most of Canon’s leases
carmot be determined, Canon uses incremental borrowing
rates based on the information available at commencement
to determine the present values of lease payments. Canon has
lease contracts with lease and non-lease components, which
are accounted for separately, Canon allocates the consideration
in the lease contract to the lease and non-lease components
based upon the estimated standalone prices. Costs associated
with operating lease assets are recognized on a straight-line
basis over the term of the lease.

{m) Goodwill and Other Intangible Assets
Goodwill and other intangible assets with indefinite useful
lives are not amortized, but are instead tested for impairment
annually in the fourth. quarter of each year, or more frequently
if indicators of potentialimpairment exist. All goodwill is
assigned to-the reporting unit of units that benefit from the
synergies arising from.each business combination. If the car-
rying amount assigned 1o the reporting unit exceeds the fair
value of the reporting unit, Canoh recognizes an impairment
loss in an amount equal-to that excess, limited to the total
amount of goodwill aljoc‘ia’(ed to that reporting unit,
Intangible assets with finite useful lives consist primarily
of software, trademarks, patents and developed technology,
license fees and custémer relationships, which are amortized
using the straight-line.method, The estimated useful lives of
software are from 3 'yéars to 9 years, trademarks are 15 years,
patents and developed.technology are from 5 years to 21
years, license fees are 7 years, and customer relationships are
from 11 years to 19 years. Certain costs incurred in connec-
tion with developing ar abtaining Internal-use software are
capitalized. These costs consist primarily of payments made to
third parties and the salaries of employees working on such
software development. Costs incurred in connection with
developing internal-use software are capitalized at the appli-
cation development stage. In addition, Canon capitalizes the
cost which was incurred subsequent to the stage of assuring
the technological feasibility-of the software, either developed
or acquired, for mark.etings purpeses.

(n) Environmental Llabllltles
Liabilities for enwronmental remediation and other environ-

“mental costs are accrued whet. environmental assessments or

remedial efforts are probable and the costs can be reasonably
estimated, and are Enduded in other noncurrent liabilities in
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the consolidated balance sheets. Such liabilities are adjusted
as further information develops or circumstances change.
Costs of future obligations are not discounted to their
present values. :

(o) Income Taxes .

Deferred tax assets and liabilities are recognized for the
estimated future tax consequences attributable to differences
between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases and oper-
ating loss and tax credit carryforwards. Deferred tax assets
and liabilities are measured using enacted tax rates expected
to apply to taxable income in the years in which those tem-
porary differences are expected to be recovered or settled.
The effect on deferred tax assets and liabilities of a change in
tax rates is recognized in income in the period that includes
the enactment date. Canon records a valuation allowance

ta reduce the deferred tax assets to the amount that is more
likely than not realizable.

Canon recognizes the financial staterment effects of tax
positions when it is more likely than not, based on the
technical merits, that the tax positions will be sustained
upan examination by the tax authorities. Benefits from tax
positions that meet the more-likely-than-not recognition
threshold are measured at the largest amount of benefit that
is greater than 50% likely of being realized upon settlement.
Interest and penalties accrued related to unrecognized tax
benefits are included in incorre taxes in the consolidated
statemnents of income.

{p) Stock-Based Compensation

Canon measures stock-based compensation cost at the grant
date, based on the fair value of the award, and recognizes the
cast on a straight-line basis over the requisite service period,
which is the vasting period.

{q) Net Income Attributable to Canon Inc.
Shareholders per Share

Basic net income attributable to Canon Inc. shareholders

per share is computed by dividing net income attributable to

Canon Inc. shareholders by the weighted-average number

of common shares outstanding during each year. Diluted net

income attributable to Canon Inc. shareholders per share

includes the effect from potential issuances of common stock

based on the assumptions that all stock options were exercised.

{r) Revenue Recognition

Canon generates revenue mainly through the sale of products
of the Printing Business Unit, the Medical Business Unit, the
Imaging Business Unit and the Industrial Business Unit, sup-
plies and related services under separate contractual arrange-
ments. Revenue is recognized when, or as, control of prom-
ised goods or services transfers to customers in an amournt
that reflects the consideration to which Canon expects to be
entitled in exchange for transferring these goods or services.
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For further information, please refer to Note 15.

(s} Research and Development Costs
Research and development costs are expensed as incurred.

(t) Advertising Costs

Advertising costs are expensed as incurred. Advertising
expenses were ¥44,384 million and ¥52,570 million for the
years ended December 31, 2024 and 2023, respectively, and
are included in selling, general and administrative expenses in
the consolidated statements of income.

(u) Shipping and Handling Costs

shipping and handling costs totaled ¥69,956 million and
¥64,707 million for the years ended December 31, 2024 and
2023, respectively, and are included in selling, general and
administrative expenses in the consolidated statements of
income.

(v) Derivative Financial Instruments

All derivatives are recogrized at fair value and are included in
prepaid expenses and other current assets, or other current
fiabilities in the consolidated balance sheets. ,

Canon uses and designates certain derivatives as a hedge
of a forecasted transaction or the variability of cash flows to
be received or paid related 1o a recognized asset or liability
{"cash flow” hedge). Canon farmally documents all relation-
ships between hedging instruments and hedged items, as well
as its risk-management objective and strategy for undertaking
various hedge transactions. Canon also formally assesses, bath
at the hedge’s inception and on an ongoing basis, whether
the derivatives that are used in hedging transactions are highly
effective in offsetting changes in cash flows of hedged items.
When it is determined that a derivative is not highly effective
as a hedge or that it has ceased to be 2 highly effective hedge,
Canon discontinues hedge accounting prospectively. Changes
in the fair value of & derivative that is designated and qualifies
as a cash flow hedge are recorded in other comprehensive
income (loss), until earnings are affected by the variability in
cash flows of the hedged item, and reclassified in the same
income statement line ftem in which the earnings effect of the
hedged item is reported.

Lanon also uses certain derivative financial instruments
which are not designated as hedges. The changes in fair val-
ues of these derivative financial instruments are immediately
recorded in earnings.

Canon classifies cash flows from derivatives as cash flows
from operating activities in the consolidated statements of -
cash flows.

(w) Guarantees

Canon recognizes, at the inception of a guarantee, a liability
for the fair value of the obligation it has undertaken in
issuing guarantees.

CANON ANMUAL REPORT 2024



10

{x) Recent Accounting Guidance
Recently adopted accounting quidance
In November 2023, ASU No, 2023-07, “Improvernents
to Reportable Segrment Disclosures”-ASC 280 ("Segment
Reporting ), was issued by the Finandial Accounting Standards
Board {*FASB"). The standard requires us to disclose significant
segment expenses by reportable segment if they are regularly
provided to the chief operating dedision maker {CODM) and to
provide a gualitative disclosure describing the composition of -
the other segment items. Also, all existing annual disclosures
about segrnent profit or loss must be provided on an interim
basls iy addition to disclosures of sighificant seament expenses
and other segment iterns as noted above. Canon adopted
the standard from the end of the year beginning January 1,
2024 and retrospectively to all prior periods presented in the
financial statements. The standard’s requiremnent on an interim
basis is effective for interim reporting periods beginning after
December 15, 2024. The adoption of this standard did not
have a material impact on its disclosure.

For further information, please refer to Note 23,
Recently issued accounting guidance not yet adopted
In December 2023, ASU No. 2023-09, “Improvements to
Income Tax Disclosures”-ASC 740 (*Income Taxes”), was
issued by FASB, The standard requires us to disclose certain
categories in the tax rate reconciliation table, the amount of
corporate income tax paid (domestic and foreign), iIncome
from continuing operations before income tax (domestic and
foreigny, and income tax expense from continuing operations

“{domestic and foreign). The standard is effective for annual

reporting periods beginning after December 15, 2024, Canon

2. INVESTMENTS

is currently evaluating the effect that the adoption of the stan-

dard will have on its disclosure information. Canon does not

expect the adoption of the standard will have an effect on its

consolidated results of operation and financial condition.
In November 2024, ASU No., 2024-03, *Disaggregation

of Income Statement Expenses”-ASC 220-40 {"Income

- Staternent - Reporting Comprehensive Income - Expense

Disaggregation Disclosures”}, was issued by FASB. This stan-
dard requires us to disclose in a tabular format in the foot-
hotes to the finantial statements, disaggregated information
about specific categories underlying certain income statement
expense line items that contains any of the following five
costs or expenses: purchases of inventory, employee compen-
sation, depreciation, intangible asset amortization, and deple-
tion. Specified expenses, gains, or losses that- may require
disclosure under existing U.S. GAAP. and that are recorded

in relevant expense captions, would need to be presented in
the same tabular disclosure. The standard also requires us to
disclose a qualitative description of the amounts remaining

-in relevant expense captions that are not separately disag-

gregated quantitatively, n addition, the standard requires us
to disclose the total amount of selling expenses, in annual
reporting periods, its definition of selling expenses, The stan-
dard is effective for annual reporting periods beginning after
December 15, 2026, and interim reporting periods begin-
ning after December 15, 2027. Canon is currently evaluating
the effect that the adoption of the standard will have on its

+ disclosure information. Canon does not expect the adaption
“of the standard will have an effect on its consolidated results
of operation and financial conditian.

Held-to-maturity debt securities included in short-term investments in the accompanying consolidated balance sheet were ¥142
million at December 31, 2024. There were no held-to-maturity debt securities at December 31, 2023,

Millians of yen

Estimated fair value

Careying amournt Difference

142 142 -

Due within one year

The cost, gross unrealized holding gains, gross unrealized halding losses and fair value for available-for-sale debt securities

Included in short-term investments and investments by major security type at December 21, 2024 and 2023 are as follows:

Decemnber 31 Iillions of yen
2024
’ Gross unvealized Gross unrealized .
) - Cost halding gains holdirg losses’ Far value
Current: f '
Corporate bonds - — e —
Noncurrent: ’ ‘
Corporate bonds 16,636 96 53 16,679
16,679

16,636 96 53

CANON ANNUAL REPORT 2024



SV EGY

FINANCIAL

SECTION
December 31 Millions of yen
2023
Gross unrealized Gross unrealized ,
Cost holding gains holding losses Fair value
Current:
Corporate bonds 883 i — 884
Noncurrent:
Corporate bonds 8,242 56 19 8,279
9,125 57 19 9,163

Maturities of available-for-sale debt securities included in short-term investments and investments in the accompanying con-

solidated balance sheets at December 31, 2024 are as follows:

Millions of yen
Fair value
Due within one year —
Due after one year through five years 16,679
Total 16,679
The unrealized and realized gains and losses related to equity securities for the years ended December 31, 2024 and 2023 are
as follows:
December 31 tdillions of yen
2024 2023

Net gains {losses) recognized during the period on equity securities (3,081} 8,323
Less: Net gains (losses) recognized during the period on equity securities sold

during the period {6) 126
Unrealized gains {losses) recognized during the period on equity securities still

held at December 31 (3,075) 8,197

The carrying amount of non-marketable equity securities
without readily determinable fair value totaled ¥11,067 million
and ¥10,282 million at Decernber 31, 2024 and 2023, respec-
tively. The impairment or other adjustments resulting from
observable price changes recorded during the years ended
December 31, 2024 and 2023 were not significant.

Time depasits with original maturities of more than three
months or less than one year are ¥4,633 million and ¥2,938

million at December 31, 2024 and 2023, respectively, and are
included in short-term investments in the accompanying con-
solidated balance sheets. Time deposits with original maturi-
ties of more than one year are ¥26,665 million at December
31, 2024, and are included in investments in the accompany-
ing consolidated balance sheets. There were no time deposits
more than one year as of December 31, 2023.

Investments in affiliated companies accounted for by the equity method for the years ended December 31, 2024 and 2023 are

as fallows: /

December 31

Willicns of yen, except percentage data
2024

Voting rights held 2024 2023
by Canon Inc.
Canon Korea Inc. 50% 15,485 15,424
Others o 13,4% 13,166
— 28,981 28,590

The difference between the carrying amount of investment in
each affiliate and Canon’s share of its net assets is immaterial.

Share of profit of investments accounted for equity method
included in other income {deductions) of consolidated

statement of income, were gains of ¥729 million for the year
ended December 31, 2024, and earnings of losses of ¥485
million for the years ended December 31, 2023.
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3. TRADE RECEIVABLES

Trade receivables at December 31, 2024 and 2023 are as follows:

Decemiber 31 Killiors of yen
‘ 2024 2023
Motes 33,541 33,570
Accounts 672,050 621,890
Trade receivables 705,591 655,460
Aflowance for credit losses {14,856) {13,276
B ) 690,735 642,184

4. INVENTORIES

Inventories at December 31, 2024 and 2023 are as follows:

Depreciation expenses for the byears ended December 31, .

© 2024 and 2023 were ¥175,636 million, and ¥177,624 million,

respectively,
Amounts due for purchases of property, plant and equip~
ment were ¥46,010 million and ¥26,322 million at December

. CANON ANNUAL REPORT 2024

December 31 hillians of yen
2024 : 2023
Finished goods 521,961 468,394
Work in process 250,939 255 249
Raw materials 68,936 72,638
841,836 796,881
5. PROPERTY, PLANT AND EQUIPMENT
Praperty, plant and equipment at Decernber 31, 2024 and 2023 are as follows:
December 31 Millions of yen
, 2024 2023
Land 286,826 . 283,530
Buildings 1,905,387 1,851,645
Machinery and equipment 2,043,569 1,983,807
Construction in progress . 105,917 56,840
Finance lease right-of-use assets 8,008 8,606
Cost o 4,350,707 4,184 528
Less accumulated depreciation (3,203,327} {3,088,6409)
Property, plant and eguipment, net 1,147,380 1,095,879

31,2024 and 2023, respectively, and are included i other

current lisbilities it the accompanying consolidated balance
sheets. Fixed assets presented in the consolidated statements
of cash flows include property, plant and aquipment and

intangible assets,
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6. LESSOR ACCOUNTING
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Lease income is included in products and equipment sales in the accompanying consolidated staternents of income. Income state-

ment information about lease income s as follows:

Years ended December 31 Millions of yen
2024 2023

Lease income ~ sales-type and direct financing leases

Revenue at lpase commencement 159,132 162,464
Interest income on lease receivables 32,680 26,789
Sales-type and direct financing leases income total 191,812 189,253
Lease income ~ operating leases 41,890 40,248
Variable lease income 7,438 5,822
Total lease income 241,140 235,323

Lease Receivables

Lease receivables represent financing leases, which consist of
sales-type leases and direct financing leases. These receivables
typically have terms ranging from 1 year to 20 years. Lease

receivables within one year and more than one year are pre-
sented in current lease receivables and noncurrent lease receiv-
ables in the accompanying consolidated balance sheets, respec-
tively. The components of the lease receivables are as follows:

Decernber 31 thillions of yen
2024 2023

Total minimum lease payments receivable 585,136 511,737
Unguaranteed residual values 14,337 13,613
Executory costs — —
Unearned income (68,112) {53,961}

531,361 471,389
Allowance for credit losses {6,861) (5,871}

524,500 465,518
Current portion {165,245) (148,271}

359,255 317,247

Allowance for Credit Losses

The activities in the allowance for credit losses at December 31, 2024 and 2023 are as follows:

‘ears ended December 31

tdillians of yen

2024 2023
Balance at beginning of year 5.871 5,596
Write-offs (4,456) (2,339)
Provision 4,096 2,075
Translation adjustments and other 1,350 - 539
Balance at end of year 6,861 5,871

Canon has policies in place to ensure that its products
are sold to customers with an appropriate credit history and
continuously monitars its customers’ credit quality based on
infarmation induding length of period in arrears, macroeco-
nomic conditions, initiation of legal proceedings against cus-
tomers and bankruptcy filings. The allowance for credit losses
of lease receivables is evaluated collectively based on historical

experiences of credit losses and reasonable and supportable
forecasts. An additional reserve for individual accounts is
recorded when Canon becomes aware of a customer's inability
1o meet its financial obligations, such as in the case of bank-
ruptcy filings. Lease receivables which are past due or individu-
ally evaluated for impairment at December 31, 2024 and 2023
are not significant.

CANON ANMUAL REPORT 2024
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Equipment leased to customers

The costs of equipment leased to customers under operat-
ing leases included in property, plant and equipment, netat
December 31, 2024 and 2023 were ¥183,343 million and

Maturity Analysis

¥181,022 million, respectively. Accumulated depreciation on
equipment under operating leases at December 31, 2024

_and 2023 were ¥102,887 million and ¥101 515 million,
‘respectwely

The following is a schedule by year of the future mininum lease payments to be received under finance leases and non-cancellable

operating leases at Decemnber 31, 2024,

Year ending December 31;

tlillbons of yen

Financing leases Operating leases

2025 199,099 13,888
2026 155,983 7,617
2027 114,747 5,336
2028 70,931 2,378
2029 30,656 1,044
Thereafter 13,720 646

585,136 30,909

Information about transferring lease receivables
Canon has syndication arrangemernts to sell its entire
interests in lease receivables to the third-party financial

* institutions, The transactions under the arrangements

are accounted for as sales in accordance with ASC 860 .
“Transfers and Servicing.” The transfers of lease receivables
for the year ended December 31, 2024 and 2023 were
¥34,007 million and ¥45,775 million. The amount that . -
remained uncollected was ¥72,969 million and ¥50,453
million at December 31, 2024 and 2023, respectively. Cash

7. ACQUISITIONS

On March 29, 2024, Canon Marketing Japan Inc., a subsid-
fary of the Company, acquired 100% of the issued shares of
Primagest, Inc. for cash consideration of ¥37,000 million so that
Primagest, Inc. and its three subsidiaries (hereinafter referred to
collectively as "Primagest”} became its owned subsidiaries.

The acquisition will enable Canon to further expand BPO
business by enhancing operational efficiency and service

CANOM ANNUAL REPORT 2024

proceeds from the transactions are included in increase in
lease receivables under the cash flow from operating aclivi-
ties in the consolidated statements of cash flows, Canon
continues to provide collection and administrative services
for the financial institutions. The amount associated with
the servicing liability measured at fair value was not signifi-
cant at December 31, 2024 and 2023. Canon also retains
limited recourse obligations which cover credit defaults. The
recourse obligations were not significant at December 31,
2024 and 2023,

guality through the use of Primagest's knowledge and know-
how, and to create new services by combining its technology
and syster development capabilities cultivated through video
solutions and digital document services,”

The acquisition was accounted for using the acquisi-

* tion method of accounting. Acguisition-related costs were
© expensed as incurred and were not material.
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The final allocation of the purchase price to the assets acquired and the liabilities assumed on the acquisition date was as follows:

illions of yen
Current assets 8,617
Intangible assets 17,259
Goodwill 19,715
Others 3,734
Assets acquired 49,325
Liahilities assumed 12,307
Noncontrolling interests {18)
Net assets acquired 37,000

The intangible assets acquired, which are subject to amorti-
zation, are composed of ¥16,219 million of customer refation-
ships and ¥1,040 million of software. The weighted average
useful lives of the custamer relationships, patents and devel-
oped technology, and software are approximately 19 years and
approximately 5 years, respectively. The weighted average use-
ful life of the total intangible assets is approximately 18 years.

Goodwill is composed of future excess profitability expected
fram business development which is not tax deductible. For
management reporting purposes, goodwill is not allocated to
the business unit. The goodwill is allocated to the reporting
unit belonging to the Printing Business Unit for impairment
testing. Net sales and net income of Primagest generated from
the acguisition date which is reflected in the consolidated
statement of income for the year ended December 31, 2024
was not material. The operating results with the assump-
tion of including the financial statements of Primagest in
Canon's consolidated financial staterments for the year ended
December 31, 2023 and the year beginning on January 1,

2024 were not disclosed because the impact was not material.

On July 3, 2023, Canon Medical Systems Corporation, a
subsidiary of the Company, acquired 100% of the issued
shares of Minaris Medical Co., Ltd. and Minaris Medical
America, Inc., {hereinafter referred to collectively as "Minaris
Medical”) from Resonac Corporation for cash consideration of
¥33,418 million.

In the medical business, Canon is working to strengthen
its core business of diagnostic imaging systerns, while also
working to expand into areas such as healthcare IT and in-
vitro diagnostics. This acquisition will allow synergy between
Minaris Medical's diverse solutions in the inwitro diagnostics
busiriess, and Canon's technologies in the fields of automated
biochemical analyzers, diagnostic imaging, and healthcare
IT. By leveraging this synergy, Canon will be able to provide
added value to meet the demands of the market.

The acquisition was accounted for using the acquisi-
tion method of accounting. Acquisition-related costs were
expensed as incurred and were not material,

The final allocation of the purchase price to the assets acquired and the liabilities assumed on the acquisition date was as follows:

willions of yen
Current assets 9,249
Intangible assets 8,394
Goodwill 17,842
Others 5,365
Assets acquired 40,850
Liabilities assumed 7,432
Net assets acquired 33,418

The intangible assets acquired, which are subject to amorti-
zation, are composed of ¥6,416 million of customer relation-
ships, ¥1,949 million of patents and developed technology and
¥26 million of software. The weighted average useful lives of
the customer relatiohships, patents and developed technology,
and software are approximately 21 years, approximately 10
years and 5 years, respectively. The weighted average useful
life of the total intangible assets is approximately 17 years. The

intangible assets acquired, which are not subject to amortiza-
tion, composed by ¥3 million of other intangible assets.
Goodwill is composed of the synergy effects of merging
Minaris Medical and Canon which is not tax deductible, For
management reporting purposes, goodwill is not allocated o
the business unit. The goodwill is allocated to the reporting
unit belonging to the Medical Business Unit for impairment
testing. Net sales and net income of Minaris Medical generated
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from the acquisition date which is reflected in the consolidated
statement of incorme for the year ended December 31, 2023
was not material.

The operating results with the assumption of including the
financial staternents of Minaris Medical in Canon’s consalidated
financial statements the year beginning on January 1, 2023
were not disclosed because the impact was not material,

On October 2, 2023, Canon Marketing Japan Inc., a subsid-
iary of the Company, acquired 93.10% of the issued shares
of Tokyo Nissan Computer System Co., Ltd., {currently, TCS
Co., Ltd,, changed the company name on November 1, 2023,

“TCS") excluding treasury stack through a public tender offer
for cash corisideration of ¥10,249 million in order to expand
its IT solution business. in addition, on Movember 1, 2023, it
acquired 5.90% of the issued shares of the acquired company
through a-squeeze-out so that the acquired company becarne
its wholly owned subsidiary company for a total cash consider-
ation of ¥11,009 million.

The acquisition was accounted for using the acquisition
method of accounting, Acquisition-related costs were expensed
as incurred and were not material, :

The final allocation of the purchase price to the assets acquired and the liabilities assurmed on the acquisition date was as follows:

Millions of yen
Current assets 4,476
Intangible assets 3,841
Goodwill 4,579
Others 707
Assets acguired 13,603
Liabilities assurned 2,594
Net assets acguired 11,009

The intangible assets acquired are composed of ¥3,712
million of custormer relationships and ¥129 million of software,
and are subject to amortization. The weighted average use-
ful lives of the customer relationships and the software are 15
years and 5 years, respectively. The weighted average useful
life of the total intangible assets is approximately 15 vears.

Goodwill is composed of future excess profitahility expected

" from business development which is not tax deductible. For

management reporting purposes, goodwill is not aillocated to

CANON ANNUAL REPORT 2024

the business unit. The goodwill is allocated to the reporting
unit belonging to the Printing Business Unit for impairment
testing. Net sales and-net income of TCS generated from the
acquisition date which is reflected in the consolidated state-
ment of income for the year ended December 31, 2023 was
not material. The operating results with the assumption of
induding the financial statements of TCS in Canon’s consoli-
dated financial statéiments for the year beginning on January 1,
2023 were not disclosed because the Impact was not material,
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8. GOODWILL AND OTHER INTANGIBLE ASSETS

Intangible assets subject to amortization acquired during the
year ended December 31, 2024, including those recorded
from businesses acquired as stated in Note 7, totaled ¥49,951
million, which primarily consist of software of ¥33,501 mil-
lion. The weighted average amartization periods for intangible
assets in total acquired during the year ended December 31,
2024 are approximately 9 years. The weighted average amor-
tization period for software acquired during the year ended
December 31, 2024 is approximately 5 years.

FINANCIAL CORBORATE
SECTION PRATHA

Intangible assets subject to amortization acquired during
the year ended December 31, 2023, including those recorded
from business acquired as stated in Note 7, totaled ¥42,820
million, which primarily consist of software of ¥30,064 mil-
lion. The weighted average amortization periods for intangible
assets in total acquired during the year ended December 31,
2023 are approximately 8 years, The weighted average amor-
tization period for software acquired during the year ended
December 31, 2023 is approximately 5 years.

The cormponents of intangible assets subject to amortization at December 31, 2024 and 2023 were as follows:

December 31 Millions of yen
2024 . 2023

Gross carrying Accumulated Gross carying Accun?ula_ted

amount amortization amount amortization

Software 490,350 376,658 463,275 357,657

Customer relationships 192,672 97,407 174,441 84,223

Patents and developed technology 129,278 88,792 129,418 79,273

Trademarks 53,409 34,326 51,540 30,655
License fees 6,124 4,713 12,474 10,407

Other 16,635 11.194 16,158 12,341

888,468 613,090 847,306 574,556

Aggregate amortization expenses for the years ended
December 31, 2024 and 2023 were ¥61,259 million, ¥61,052
million, respectively. Estimated amortization expense at
December 31, 2024, for intangible assets currently held for
the next five years are ¥58,030 million in 2025, ¥50,742 mil-
fion in 2026, ¥36,529 million in 2027, and ¥30,830 million in

2028, and ¥25,206 million in 2029,

Intangible assets not subject ta amortization ather than
goodwill at December 31, 2024 and 2023 were not significant.
For management reporting purpases, goadwill is not allo-
cated to the reporting unit. Goodwill has been allocated to fts

respective reporting unit for impairment testing.
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The changes in the carrying amount of gaodwisll by segment for the yeérs ended December 31, 2024 and 2023 were as follows:

Year en&ed December 31 ) . Millions of yen
2024
- : Othars and '
Frinting Medical : maging Industrial Carporate Total
Goodwill - gross 176,067 565,687 331,334 11,730 701 1,085,519
Accumulated impairment losses {40,119) - — —_— = a0,119)
- Balance at beginning of year 135,948 565,687 331,334 11,736 701 1,045,400

Goodwill acquired during the year 19,715 s — — — . 19,715
Impairment loss* : . - {165,100) — — ' — {165,100}
Translation adjustments and ather 5307 - 2,544 6,057 1,353 .{18) 15,243
Goodwill - gross - 203,081 568,231 337,391 13,083 683 1,122,469
Accurnulated “zmpairment losses - (42,111) - (165,100) — . — (207,211}
Balance at end of year ' 160,970° 403,131 337,391 13,083 683 915,258
Year ended December 31 ’ ’ nillions of yen

' V ' 2023

. . . Others and
Printing Medical | Irtaging Industriat Corparate Total

Goodwill - gross : 157,561 542,695\ . 296,825 10,975 693 . . 1,008,748
Accumulated impairment fosses | , ‘ {36,123) L= e — e '(36,123)
Balance at beginning of year 121,438 542,685 296,825 10975 693 972,626
Goodwill acquired during the year 4,579 17,842 —_ — — 22,421
Translation adjustments and other 9,931 5150 34,509 © 755 8 50,353
Goodwill - gross 176,067 | -BB5,687 331,334 11,730 701 1,085,519
Accumulated impairment losses (40,119) e - e — {40,119)
Balance at end of year . 135,948 565,687 331,334 11,730 701 1,045,400

* Canon congiders the rmedival refated market to be stable and growing in the long term. However, it is difffcult to achieve the plar set at the time of acquisi-
tian in the short term due to stagnation of (imited businesses led by rising geopolitical risks, prolonged sconamic downturn in China, and deterioration of the
finandlal situation of medical institutions in Japan, Additionally, in February 2024, Canon established the Medical Business Advancement Cammittee, initiating
fundamental structural reforms aimed at improving profitability, based on the synergy between CMSC and Canon, These factors resufted in lower operating
margin than expected, which led to the decline in the estimated fair value of this business which was determined hased on the income approach. As the result
of the annual goodwill impaitment test as of October 1, 2024, it was determined that the estimated fair value of commercdial printing business was less than its
canying value of the reparting unit. Based on the accounting policy described in Note 1, Canan recognized an Impairment loss of ¥165,100 million representing
the excess of the carrying amount over the reparting unit's fair value,
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9. SHORT-TERM LOANS AND LONG-TERM DEBT

Short-term loans related to financial services are external loans
held by Canon’s lease subsidiaries for the purpose of financ-
ing its custorers through loans. Short-term loans related to
financial services consisting of bank loans at December 31,
2024 and 2023 were ¥40,400 million and ¥38,9200 million,
and other short-termn loans consisting of bank loans were

Long-term debt at December 31, 2024 and 2023 are as follows:

FINANCIAL
SECTION

¥276,106 million and ¥346,005 million respectively. The
weighted average interest rate on short-term loans outstand-
ing at December 31, 2024 and 2023 were 0.38% and 0.14%,
respectively. Unused overdraft facilities at Decernber 31, 2024

‘were ¥775,000 million. The overdraft facilities bear interest at

a rate equal to a base rate plus a spread.

December 31 tdillians of yen
2024 2023
Loan from banks; bearing interest rates of 0.80% at December 31, 2024 *' 201,909 _—
Other debt * 4,990 4,249
206,899 4,249
Less current portion (1,824) {1,295}
‘ 205,075 2,854

*1 Loans included ¥200,000 millien in syndicated loans, Of this amount, ¥100,000 million was procured in the fiscal year ended December 2024 and will be
matured in the fiscal year ended December 2026, 100,000 million yen was procured in the fiscal year ended December 2024 and will be matured in the fiscal

year ended December 2027,
*2 Other debt consisted of long-term leans and finance lease obligations.

The aggregate annual maturities of long-term debt outstanding

at December 31, 2024 were as follows:

Year ending December 31: Millions of yen
2025 1,824
2026 101,524
2027 101,947
2028 786
2029 715
Thereafter 103
206,899

Both short-term and long-term bank loans are primarily
made under general agreements which provide that security
and guarantees for present and future indebtedness shall be
given upon request of the bank, and that the bank shall have

the right to offset cash deposits against obligations that have
become due or, in the event of default, against all obligations
due to the bank.
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10. TRADE PAYABLES

Trade payable;.; at December 31, 2024 and 2023 are as follows:

December 31 o . ) “Millions of yen
‘ ' ‘ , ’ 2024 <2023
Notes payables . , : ) 78,485 73,926
Accounts payables : 271,643 ‘ 236,004
S ' 350,128 309,930
Canon has supplier finance programs with particular third- assets pledged as security or any other forms of guarantees
party financial institutions where Canon agrees to pay the under the arrangements. Canon is not a party to any arrange-
financial institutions after 20 to 180 days based on the con- ment between its suppliers and the financial institutions, The
tracts agreed to with the suppliers. The financial institutions arount of liabilities under these programs, which is included
offer earlier payment of the invoices at the sole discretion of in the above trade payables, as of December 31, 2024 and

the supplier for a discounted amount. Canon does not provide 2023 were ¥91,407 million and ¥87,026 million, respectively.

* The activities in the liabilities under supplier finance programs are as follows:

December 31 ] : ) ) i . Millions of yen_
' ' o ' ’ 2024 T 2023
Balance at beginning of period , ' . 871026 . 95389
Increase , ‘ . : 293,949 293,179
-Decrease C {289,575) {301,546)
Others : . : ‘ : : k 7 ' 4
Balance at end of period R ) 91,407 87,026
CANON ANNUAL REPORT 2024
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11. ACCRUED PENSION AND SEVERANCE COST
The Company and certain of its subsidiaries have contribu- service. The Company and certain of its subsidiaries also have
tory and noncontributory defined benefit pension plans defined contribution pension plans covering substantially all

covering substantially all of their employees, Benefits payable of their employees,
under the plans are based on employee earnings and years of

Obligations and funded status
Reconciliations of beginning and ending balances of the projected benefit obligations and the fair value of the plan assets are
as follows:

December 31 i Millions of yen
Japanese plans Foreign plans
2024 2023 2024 2023
Change in benefit obligations:
Projected benefit obligations at beginning of year 765,725 794,749 410,599 343,703
Service cost 22,723 24,703 2,318 2,668
Interest cost 11,700 11,080 15,528 12,172
Plan participants’ contributions — — 932 837
Actuarial {gain) loss (30,495) (18,765} (18,773) 20,137
Benefits paid (46,720) (47,644} {16,311)  (14,856)
Acquisition 330 2,232 —_ —
Plan amendments (3,695} e e (263)
Foreign currency exchange rate changes — — 29,232 46,201
Projected benefit obligations at end of year 719,568 765,725 423,525 410,599
Change in plan assets:
Fair value of plan assets at beginning of year 749,219 683,828 346,125 288,551
Actual return on plan assets 79,465 67,792 (649) 12,312
Employer contributions 13,212 31,889 15,638 19,758
Plan participants’ contributions — — 932 837
Benefits paid (34,789) (36,674} {16,265} (14,776}
Acquisition 244 2,384 o —
Foreign currency exchange rate changes — — . 26,771 39,443
Fair value of plan assets at end of year 807,351 749,219 372,552 346,125
Funded status at end of year 87,783 {16,506} (50,973) (64,474)

Amounts recognized in the consolidated balance sheets at December 31, 2024 and 2023 are as follows:

December 31 hillions of yen
Japanese plans Foraign plans
2024 2023 2024 2023
Other assets 176,556 78,211 32,568 17,943
Accrued expenses (4,637) (3,885} {1,524) (1,470}
Accrued pension and severance cost (84,136) {90,832} (82,017) (80,947}

87,783 (16,506} (50,973) (64.474)
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- Amounts recognized in accumulated ather camprehensw& income (1055) at December 31, 2024 and 2023 before the effect of

income taxes are as follows:

December 31 Millions of yen
Japanese plang Foreign plans
2024 2023 2024 2023
Actuarial loss (32,774) 53,787 105,437 111,234
- Prior service credit {8,253) (7,671} {6,562) (7,921}
{41,027) 46116 98.875 103,313
The accumulated benefit obligation for all defined benefit plans was as follows:
December 31 Tlillians of yen
Japanese plans Foreingn plans
2024 2023 2024 2023
Accumulated benefit obligation 705,204 752,165 407,160 394,104

- The projected benefit abligations and the fair value of plan assets for the pension plans with projected benefit obligations in
excess of plan assets, and the accumulated benefit obligations and the fair value of plan assets for the pension plans with accu-
mulated benefit obligations in excess of plan assels are as follows: .

December 31 Milliors of yen
Tapanese plans: Foreign plans
2024 2023 2024 2023

Plans with projected benefit obligations in excess of plan assets: ;

Projected benefit obligations ‘ 135,025 181,684 389,669 406,779

Fair value of plan assets ) 48,680 92,955 335,785 340,508
Plans with accumulated benefit oh«hgatmns in-excess of plan assets .

Accumulated benefit obligations s 122,511 177,499 64,495 364,970
© Fair value of plan assets 42,157 92,955 24,840 313,862

Components of net periodic benefit cost and other amounts recoghized in other comprehensive income (loss}

31, 2024 and 2023 consisted of the following components:

" Net periadic benefit cost for Canon's employee retirernent and severance defined benefit plans for the years ended December

Years ended Decembar 31 Millions of yen
Japanese plans Forgign plans
2024 2023 - 2024 2023
Service cost 22,723 24,073 2,318 2,668
Interest cost 11,700 11,080 15,528 12,172
Expected return on plan assets {23,261} £21,708) (21,138) {15,008}
Amortization of prior service credit {3,113} {5,991} (1,352) {939)
Amortization of actuarial foss 7 495 8,828 4,309
{Gain) loss on curtaliments and settlements {145) 119 (17} —
: - 7,911 12,529 4,167

3,112

Service cost component of net periodic benefit cost for

Canon’s employee retitement and severance defined benefit

plans is included in cost of sales and operating expenses in

. the consolidated statements of income. The components
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Other changes in plan assets and benefit obligations recognized in other comprehensive income (loss) for the years ended

December 31, 2024 and 2023 are summarized as follows:

Years ended December 31 Millions of yen
Japanese plars Foreign plans
2024 2023° 2024 2023
Current year actuarial (gain) loss (86,699) (64,849} 3,014 22,923
Current vear prior service credit (3,695) — 7 (263)
Arnartization of actuarial loss (7 (4,956} (8,828) (4,309)
Amortization of prior service credit 3,113 5,991 1.352 939
Curtailments and settlements 145 {119} 17 —
- (87,143)  {63,933) (4,438) 19,290
Assumptions
Weighted-average assumptions used to determine benefit obligations are as follows;
December 31 lapanese plans Foreign plans
2024 2023 2024 2023
Discount rate 1.9% 1.5% 3.9% 3.7%
Assumed rate of increase in future compensation levels 23% 2.3% 22% 2.1%
Interest crediting rate for cash balance plans 1.7% 1.7% 1.8% 1.7%
Weighted-average assumptions used to determine net periodic benefit cost are as follows:
Years ented December 31 Japanese plars Foreign plans
2024 2023 2024 2023
Discount rate 1.5% 1.2% 3.7% 4.1%
Assumed rate of increase in future compensation levels 2.3% 2.6% 2.1% 2.5%
Expected long-term rate of return on plan assets 31% 3.2% 6.0% 5.7%
Irterest crediting rate for cash balance plans 1.7% 1.8% 1.7% 1.0%

Canan determines the expected long-term rate of return
based on the expected long-term return of the various asset
categories in which it invests, Canon considers the current

Plan assets
Canon’s investment policies are designed to ensure adequate
plan assets are available to provide future payments of pen-
sion benefits to eligible participants. Taking into account the
expected long-term rate of return on plan assets, Canon
formulates a model portfolio which comprises of the optimal
combination of equity securities and debt securities. Plan
assets are invested in individual equity and debt securities
using the guidelines of the model portfolio in order to produce
a total return that will match the expected return on a mid-
term to long-term basis. Canon evaluates the gap between
expected return and actual return of invested plan assets on
an annual basis to determine if such differences necessitate
a revision in the formulation of the model portfolio. Canon
revises the model portfolic when and to the extent considered
necessary to achieve the expected long-term rate of return on
plan assets, '

Canon’s model portfolio for Japanese plans consists of three
major components: approximately 30% is invested in equity

expectations for future returns and the actual historical returns
of each plan asset category.

securities, approximately 50% is invested in debt securities,
and approximately 20% is invested in other products, such
as investrnents in insurance contracts including life insurance
company general accounts,

Outside Japan, investment policies vary by country, but
Canon's model portfolio for foreign plans consists of three
major components: approximately 10% is invested in équity
securities, approximately 50% is invested in debt securities,
and approximately 40% is invested in other products, such as
investments in real estate assets,

The target allocation percentages of plan assets set by
Canon’s investment policies approximate the actual allocation
percentages of plan assets at December 31, 2024 and 2023.

The equity securities are selected primarily from stocks that
are listed on securities exchanges. Prior to investing, Canon
investigatas the business condition of the investee companies,
and appropriately diversifies investments by type of industry

" and other relevant factors. The debt securities are selected

primarily from government bonds, public debt instruments,
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and Eomorate bonds. Prior to investing, Canon investigates

the quality of the issue, including rating, interest rate, and’

repayment dates, and appropriately diversifies the investments.

Paoled funds are selected using strategies consistent with

- the equity and debt securities described above. As for insur-
" ance contracts, there are several types of insurance contracts

between Canon and the life insurance companies including
life insurance caompany general accounts which guarantee
the payrments of interest based on expecied interest rates

*and return of capital, and insured pension plans which cover

future designated contractual benefit payments to covered
participants. With respect to investments in foreign financial

products, Canon investigates the stability of the underlying

governments and economies, the market characteristics such
as settlement systems and the taxation systems. For each such
investment, Canon selects the appropriate investment country
and currency.

The three levels of input used to measure fa|r yvalue are more fully described in Note 22. The fair values of Canon's pension
plan assets at December 31, 2024 and 2023, by asset category, are as follows: .

December 31 Millians of yen
2024
lapanese plans Feyreign plans
Level 1 Level 2 Level 3 Total Level 1 Level 2 Leval 3 Total

Equity securities: :

Japanese companies {a) 134,756 —_— — 134,756 — — — —

Foreign companies 21,957 —_— — 21,957 8,746 . —— 8,746

Poaled funds () . ' — 203,668 — 203,668 ~— 33934 — 33,934
Debt securities: ' ' < »

Government bonds () 107,134 — - 107,134 - — — -

Municipal bonds ‘ — 1,123 - 1,123 — 5,752 — 5,752

Corporate bonds - o — 21,035 — 21,035 — 8,049 — 8,049

Pooled funds () S - 180,553 — 180,553 — 170,566 . — 170,566
* Mortgage backed securities ‘ T

{and other asset backed securlttes} o= 18,141 - 18,141 — 23,186 C— 23,186
Insurance contracts - 69,425 — 869,425 - 16,036 35,967 52,003
‘Other assets . e 33,004 466 33,470 - 51,491 — 51491
Investment measured at net asset valye ~ — — ¢ 16,089 e e — 18,825

263,847 526,949 . 466 807,351 8,746 309,014 35,967 372,552

{a) The plan's equity securities include comrmon stock of the
Company and certain of its subsidiaries in the amaunts of
- ¥359 million.

{b) These funds invest in listed equity securities consisting of
approximately 20% lapanese companies and 80% fareign

companies for Japanese plans,.and mainly foreign compa-

ries for foreign plans.
{c) This class includes approximately 75% Japanese govern-
ment bands and 25% foreign government bonds for
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December 31 Milions of yen
2023
Japanese plans Fareign plans
Lewel 1 Level 2 Level 3 Total Level 1 Level 2 Lavel 3 Total

Equity securities:

lapanese companies (g} 111,525 e — 111,525 — — — —_

Foreign cormpanies 20,175 e — 20,175 9,957 — — 9,957

Pooled funds (f) — 184,673 — 184,673 - — 30,684 — 30,684
Debt securities:

Government bonds (g} 115,204 e - 115,204 — — — —

Municipal bonds ‘ e 1,319 . 1,318 —_ 4,069 — 4,069

Corporate bonds — 15,740 — 15,740 —_ 7,183 — 7,183

Pooled funds (h) — 161,386 — 161,386 — 162,456 — 162,456

Mortgage backed securities

{and other asset backed securities) — 14,309 — 14,309 — 10,855 — 10,855
Insurance contracts . — 74,214 — 74,214 — 14,732 31,303 46,035
Other assets — 35,840 3,454 39,294 — 51,806 — 51,606
Investment measured at net asset value — — — 11,380 o e — 23,280

246,904 487,481

3,454 749,219 9,957 281,585 31,303 346,125

{e) The plan’s equity securities include common stock of the
Company and certain of its subsidiaries in the amounts of
¥321 million,

{f) These funds invest in listed equity securities consisting of
approximately 20% Japanese companies and 80% foreign
companies for Japanese plans, and mainly foreign compa-
nies for foreign plans. ‘

(g This class includes approximately 75% Jlapanese govern-
ment bonds and 25% foreign government bonds for
Japanese plans.

{(h} These funds invest in approximately 30% Japanese gov-
ernment bonds, 55% foreign government bonds, 5%
Japanese municipal bonds, and 10% corporate bonds for
Japanese plans. These funds invest in approximately 75%
fareign government bonds and 25% corporate bonds for
foreign plans.

Each level into which assets are categorized is based on
inputs used to measure the fair value of the assets, and does
not necessarily indicate the risks or ratings of the assets.

Contributions

Level 1 assets are comprised principally of equity securities
and government honds, which are valued using unadjusted
quoted market prices in active markets with sufficient valume
and frequency of transactions.

Level 2 assets are comprised principally of pooled funds
that invest in equity and debt securities, corporate bonds,
investments in life insurance company general accounts and
other assets. Pooled funds are valued at their net asset values
that are calculated by the sponsor of the fund and have daily
liquidity. Corporate bonds are valued using quoted prices for
identical assets in markets that are not active. Investments in
life insurance company general accounts are valued at conver-
sion value. Other assets are comprised principally of interest
bearing cash and hedge funds.

The fair values of Level 3 assets, consisting of investments in
insured pension plans and hedge funds, were ¥36,433 million
and ¥34,757 million at December 31, 2024 and 2023, respec-
tively. Actual returns on, purchases and sales of these assets
during the years ended December 31, 2024 and 2023 were
not significant.

Canon expects to contribute ¥11,623 million to its Japanese defined benefit pension plans and ¥7,058 million to its foreign
defined benefit pension plans for the year ending December 31, 2025.
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Estimated future benefit payments :
The estimated future benefit payments as of December 31, 2024, are as follows:

Year ending December 31 '

Millions of yen

Japanese plans Fureign plans

2025
2026
2027
2028
2029

48,469 17,769

45,843 18,478

50,823 19,635

49,838 21,065

47,624 22,665 -
216,065

2030 - 2034

Multiemployer pension plans
The amounts of cost recognized for the mult:employer pen-

* sion plans primarily in the Netherlands for the years ended

December 31, 2024 and 2023 were ¥6,353 million and
¥5.447 million, respectively. The multiemployer pension plan

i which the subsidiaries in the Netherlands participated was

109.4% funded as of December 31, 2023. The terms of the
collective bargaining agreements are negotiated on a regu-

~ lar basis between the local labor unions and participating

12. INCOME TAXES

121,534

employers. Canon is not liable for other participating employ-
ers’ obligations under the terms and conditions of the
agreéments

Defmed contribution plans

The amounts of cost recognized for the defmed cantrnbutmn
pension plans of the Company and certain of its subsidiaries
for the years ended December 31, 2024 and 2023 were
¥29,302 million and ¥27,667 million, respectively,

Domestic and forefgn components of income before income taxes and the current and deferred income tax expense attributable

to such income are summar:zed as fallows

Years ended December 31

Millions of yen

2024
) lapanese Faraign Total

income before income taxes 120,709 180,452 301,161
Income taxes:

Current 91,361 41,497 132,858

Deferred (4,597) (9,974) {14,571)

) 86,764 31,523 118,287
Years eided December 31 Millions of yen

2023 )

- Japanese Foreign Tatal
Income before mcome taxes 243,123 147,644 ' 390,767
Income taxes; .

* Cutrent 77,628 39,071 116,699
Deferred (9,056) (1,297) (10,353)
' 68,572 37,774 106,346

_ The Company and its domestic subsidiaries are subject to a number of income taxes, which, in the aggregate, represent a
statutory income tax rate of approximately 31% for the years ended December 31, 2024 and 2023,
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A reconciliation of the Japanese statutory income tax rate and the effective income tax rate as a percentage of income before
income taxes is as follows:

Years ended Decermber 31 2024 2023

lapanese statutory income tax rate 31.0% 31.0%
Increase (reduction} in income taxes resulting from:
Expenses not deductible for tax purposes

Impairment losses on Goodwill 17.0 —

Other ‘ 1.1 0.8
Income of foreign subsidiaries taxed at lower than Japanese statutory tax rate (2.9) (2.3
Tax credit for research and development expenses (5.8) (3.4)
Change in valuation allowance (2.2) 0.4
Deferred tax liabilities on undistributed earnings of foreign subsidiaries 2.2 1.4
Tax credit at foreign subsidiaries (0.4) (0.2}
Effect of enacted changes in tax laws 0.1 (0.0)
Other (0.8} (0.5}

Effective income tax rate 39.3% 27.2%

Net deferred income tax assets and liabilities are included in the accompanying consolidated balance sheets under the follow-
ing captions: '

December 31 : ) Millions of yen
2024 2023
Other assets 101,705 119,086
Other noncurrent liabilities {(37,346) (40,853)
64,359 78,233
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The tax effecté of temparary ,d'rfferénce‘s that give rise to the deferred tax assets and deferred tax liabilities at Decernber 31,
2024 and 2023 are presented below:

December 31

Wiillions of yen
2024 . 2023
Deferred tax assets: . ; ~ A
* Inverntories . - 14,082 14,141
Accrued business tax , . : ' 4,114 3,658
Accrued pension and severance cost . 2,635 32,667
Research and development — costs capitalized for tax purposes . 9,491 8,474
Froperty, plant and equipment : 48,392 42,731
Operating lease liabilities ) : . 25375 23,523
Accrued expenses ' : 28,687 27,457
- Met operating losses carried forward ‘ ‘ ‘ 38,745 38,025
Other : ’ ) : . 60,158 53,393
i ' : : . . 231,679 244,069
Less valuation allowance ' ‘ . (18,272) (21,230
Total deferred tax assets ‘ 213,407 222,839
Deferred tax liabilities: ' -
Undistributed earnings of foreign subsidiaries - . : {19,526) (17,903}
Tax deductible reserve . . {3,292} (3,396)
Financing lease revenue o ‘ ‘ ; (19,670} : {18,384}
Operating lease right-of-use assets ‘ {24,683) {22,749)
intangible assets {37,892} {43,168}
Other : {43,985) . (39,006)
Total deferred tax liabilities ) i o {149,048) (144,606}
1 deferred tax assets :
‘ N(iufter the deductic:i of deferred tax liabilities) 64,359 78233
The net changes in the tolal valuation allowance were . “projections for future taxable income over the periods, man-
a decrease of ¥2,958 million and an increase of ¥3,498 agement believes it is more likely than not that Canon will
“million for the years ended December 31, 2024 and 2023, realize the benefits of these deferred tax assets, net of the

respectively, . valuation allowance, at Decemnber 31, 2024,
Based on the level of historical taxable income and :
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At December 31, 2024, Canon had net operating losses which can be carried forward for income tax purposes to reduce
future taxable income. Periods available 10 reduce future taxable income vary in each tax jurisdiction and generally range from

one year to an indefinite period as follows:

tillions of yen

2025 1,484
2026 to 2029 19,148
2030 to 2034 28,225
2035 to 2044 9,920
Indefinite pericd 126,684
185,461

Income taxes have not been accrued on undistributed earn-
ings of damestic subsidiaries as the tax law provides a means
by which the dividends from a domestic subsidiary can be
recelved tax free,

Canon has not recognized deferred tax liabilities of ¥17,002
million for a portion of undistributed earnings of foreign

subsidiaries of ¥706,458 million as of December 31, 2024
because Canon intends to permanently reinvest such undis-
tributed earnings of foreign subsidiaries. Deferred tax fiabilities
will be recoghized when such undistributed earnings are no
longer permanently reinvested,

A reconciliation of the beginning and ending amount of unrecognized tax benefits at December 31, 2024 and 2023 are as

follows:
Years ended December 31 Millions of yen
2024 2023

Balance at beginning of year 8,796 8,354
Additions for tax positions of the current year 575 —
Reductions for tax positions of the current year 8911) -
Additions for tax positions of prior years 101 342
Reductions for tax positions of prior years — (445)
Settlements with tax authorities — (171}
Qther 389 716
Balance at end of year* 950 8,796

* The unrecognized tax benefits were offset by deferred tax assets in the armount of ¥524 million and ¥1,960 million as of December 31, 2024 and 2023, respec-
tively, and reported under “other noncurrent liabiliies” on the consolidated balance sheets.

The total amounts of unrecognized tax benefits that
would reduce the effective tax rate, if recognized, were
¥950 million and ¥8,796 million at December 31, 2024 and
2023, respectively.

Although Canon believes its estimates and assumptions of
unrecognized tax benefits are reasonable, uncertainty regard-
ing the final determination of tax examination settlements
and any related litigation could affect the effective tax rate in
a future period, Based on each of the items of which Canon
is aware at December 31, 2024, no significant changes to
the unrecognized tax benefits are expected within the next
twelve months.

Canon recognizes interest and penalties accrued related to

unrecognized tax benefits in income taxes. Both interest and
penalties accrued at December 31, 2024 and 2023, and inter-
est and penalties included in income taxes for the years ended
December 31, 2024 and 2023 were not significant.

Canon files income tax returns in Japan and various for-
eign tax jurisdictions. In Japan, Canon is no longer subject to
regular income tax examinations by the tax authority for years
before 2021. Canon is also no longer subject to a transfer
pricing examination by the tax authority for years before 2021.
In other major foreign tax jurisdictions, including the United
States and the Netherlands, Canon is no longer subject to
income tax examinations by tax authorities for years before
2014 with a few exceptions,
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13." LEGAL RESERVE AND RETAINED EARNINGS

The io?p;ﬁration Law of Japan provides that an amount equal |
. 1o 10% of distributions from retained earnings paid by the

Compiany and its Japanese subsidiaries be appropriated as a
legal reserve. No further appropriations are reguired when the
total amount of the additional paid-in capital and the legal -
reserve eguals 25% of their respective stated capital. The
Corporation Law of Japan also provides that additional paid-
in capital and legal reserve are available for appropriations by -

resofution of the shareholders. Certain foreign subsidiaries are |

also requsf’ed to appropriate their earnings to legal reserves
under the laws of their respective countries.

Cash dividends and appropriations to the | legal reserve
charged to retained earnings for the years ended December
31, 2024 and 2023 represent dividends paid out during those

14. OTHER COMPREHENSIVE INCOME (LDSS).

years and the related appropriations to the legal reserve.

- Retained earnings at December 31, 2024 did not reflect

current year-end dividends in the amount of ¥75,519 million
which were approved by the shareholders in March 2025,

The amount available for dividends under the Corporation
Law of Japan is based on the amount recorded i the
Company's non-consolidated financlal staternents in accor-
dance with finandial accounting standards of Japan. Such
amount was ¥1,206,256 million at December 31, 2024.

Retained earnings at December 31, 2024 included Canon's
equity in undistributed earnings of affiliated companies
accounted for by the equity methad in the amount of
¥22,528 million,

Changes in accumulated other tomprehensive income {loss) for the years ended Decermber 31, 2024 and 2023 are as follows:

waillions of yer
Foreigr currency Met unreslized Gains and [nsses Pension
wanslation gains and losses on ot derivative Hability
. ; adjustments securties instruments adjustments Total
Balance at Decernber 31, 2023 374,937 26 ‘ 924 {107,129} 268,758
Other corprehensive income (loss) ' o o
before reclassifications 144,270 63 {4,360) 56,335 196,308
 Amounts reclassified from accumulated )
other comprehensive income (loss) . 154 (58) 1,917 3,818 5,831
. Net change during the period 144,424 . 5 (2.443) 60,153 202,139
Balance at December 31, 2024 519,361 31 {1,519} {46,976} 470,897
. Millions of yen
Forgign currency Met unrealized Gains and losses Pepsion
translation gains and losses on on derivative lighility
adjustments securities instruments adjustments Total
‘Balance at December 31, 2022 191,287 (34) ‘ (428) (128,202) 62,623
Other comprehensive income {loss) o :
before reclassifications , 183,663 102 (756) 19,275, 202,284
Amounts reclassified from accumulated L , } ‘
other comprehensive income (loss) (3 (42) 2,108 1,798 3,851
Net change during the period 183,650 60 1,352 21,073 206,135
374,937 26 . 924 (107,129 - 268,758

Balance at December 31, 2023
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Reclassifications out of accumulated other comprehensive income {loss) for the years ended December 31, 2024 and 2023 are

as follows:

Years ended December 31

Amount reclassified from accumulated

other comprehensive income {lossy*

Millians of yen Affected line items in consolidated
2024 023 statements of income
Foreign currency transtation adjustments 223 (32) Selling, general and administrative expenses
(69) 10 Income taxes
154 (22 Consolidated net income
Net income attributable to noncontralling
e g interests
154 {13) Net income attributable to Canon Inc.
Net unrealized gains and losses on securities (73) {53) Other, net
15 11 Income taxes
{58) 42) Consolidated net income
Net income attributable to noncontrolling
— — interests
{58) (42) Net income attributable to Canon Inc,
Gains and losses on derivative instruments 2,604 2,790 Net sales
{797) {764) Income taxes
1,807 2,026 Consolidated net income
Net income attributable to noncontrelling
110 82 interests
1,917 2,108 Net income atiributable to Canon Inc.
Pension liability adjustments 4,208 2,454 Gther, net
{700) {525} Income taxes
3,508 1,929 Consolidated net income
Net income attributable to noncontrolling
310 {131) interesis
3,818 1,798 Net income attributable to Canen Inc,
Total amount reclassified,
net of tax and noncontrolling interests 5.831 3,851

* The increase {decreasel in amounts indicates a decrease {increase) in profit as presented in the consolidated staternent of income.
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Tax effects allocated to each comp@nent uf other comprehens ive income {loss) and reclassifi catron adjustments, including

amounts attributable to noncontrolling interests, are as fcniIDWS

Years ended Devember 31 Millions of yen
' Before-tax Tax {expense] or Met-of-tax
armnount benefit _amount -
2024: ;
Foreign currency translation adjustments
Amount atising during the year 146,399 {829} 145,570
Reclassification adjustments for gains and losses realized in net income 223 (69) 154
Met change during the year : 146,622 {898) 145,724
Net unrealized gains and losses on securities: )
Amaunt arising during the year . 79 . {18} 63
* Reclassification adjustments for gains and losses reahzed in net mcome {73) " 15 (58)
Net change during the year 6. {1 5
Net gains and losses on derivative instruments:
Amount arising during the year (5,945) 1,705 {4,240)
Reclassification adjustments for gains and loss.es realized in net income 2,604 {797} 1,807
Net change during the year : {3.341) 9208 {2,433)
* Pension liabifity adjustments; )
Amount arising during the year 872373 (23,891) 63,482
Reclassification adjustrments for gains and Iosses realized in net income 4,208 (700} 3,508
Net change during the year ' 91,581 {24,591) . 66,990
QOther comprehensive income (loss) 234,868 (24,582} 210,286
2023 ’
Fareign currency translatlon ad}ustments :
Amount arising during the year ‘ 186,559 {1,701 184,858
Reclassification adjustments for gains and losses realized in net income (32} 10 {22)
- Net change during the year 186,527 {1,691) 184,836
Net unrealized gains and losses on securities: - ' :
Amount arising during the year 129 27y 102
Reclassification adjustments for gains and losses realszed in net income {53} 11 (42)
Net change during the year 76 (16} 60
Net gains and losses on derivative instrurnents: C
Armount arising during the year (848} 216 {632)
Reclassification adjustments for gams and losses reahzed in net income 2,790 (764) 2,026
. Net change during the year 1,942 {548} 1,394
Pension liability adjustments: : ) ‘
Amount arising during the year 42,189 {19,829} - 22,360
" Redlassification adjustments for gains and Iosses reahzed in net lncome 2,454 (525) 1,929
Net change during the year 44,643 (20,354} 24,289
. Other comprehensive income (loss) 233,188 (22,609 210,579
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15. REVENUE

Revenue from sales of products of the Printing Business Unit,
such as office MFDs, laser printers and inkjet printers, and
the Imaging Business Unit, such as digital cameras, is primar-
ily recognized at a point in time upon shipment or delivery,
depending upon when the customer obtains controls of
these products.

Revenue from sales of equipment of the Medical Business
Unit and the Industrial Business Unit that are sold with
customer acceptance provisions related to their functional-
ity, including certain medical equipment such as CT systems
and MRI systems, and lithography equipment such as semi-
conductor and FPD lithography equipment, is recognized at
a point in time when the eguipment is installed at the cus-
tomer site and the agreed-upon spedifications are objectively
satisfied and confirmed.

Most of Canon's service revenue is generated from main-
tenance service in the products of the Printing Business Unit
and the Medical Business Unit which is recognized over time,
For the service contracts of the Printing Business Unit, the
customer typically pays a variable amount based on usage, a
stated fixed fee or a stated base fee plus a variable amount
which frequently include the provision of consumables as
well as break fix activities. The majority portion of service
revenue from the products of the Printing Business Unit is
recognized as billed since the invoiced amount directly corre-
lates with the value to the customer of the underlying perfor-
mance obligation delivered to date. For the service contracts
of the Medical Business Unit, the customer typically pays a
stated fixed fee for the stand ready maintenance service and
revenue is recognized ratably over the contract period.

The majority of service arrangements for the products are
executed in combination with related products. Transaction
prices for printing products and services need to be allocated
ta each performance obligation on a relative standalone
selling price basis where judgements are required. Canon
estimates the standalone selling price using a range of prices
that would meet the allocation objective based on all the
information that is reasonably available including market
conditions and other observable inputs. If transaction prices
of the product or service contracis are not within the accept-
able range then the revenue is subject to allocation based on

FINANCIAL PTG
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the estimated standalone selling prices. Canon recognizes
the incremental costs of obtaining a contract as an expense
when related products of the Printing Business Unit are sold.

Revenue from sales of certain industrial eguipment
which do not have alternative use and for which Canon
has enforceable right to payment to the customers for the
performance completed to date is recognized over time
with progress towards completion measured using the cost
based input method as the basis to recognize revenue and
an estimated margin. Provisions for estimated losses on
uncompleted contracts are made in the period in which
such losses become evident. Changes in job performance,
job conditions, estimated margin and final contract settle-
ments may result in revisions to projected costs and revenue
and are recognized in the period in which the revisions to
estimates are identified and the amounts can be reasonably
estimated. Factors that may affect future project costs and
margins include, production efficiencies, availability and costs
of labor and materials. These factors can impact the accuracy
of Canon’s estimates and materially impact future reported
revenue and cost of sales,

The transaction prices that Canon is entitled to receive in
exchange for transferring goods or services to the customer
include certain forms of variable conslderation, including
product discounts, customer promotions and volume-based
rebates mainly for the products of the Imaging Business
Unit, which are sold predominantly through distributors and
retailers. Canon includes estimated amounts in the transac-
tion price only to the extent it is probable that a significant
reversal of cumulative revenue recognized will not occur
when the uncertainty associated with the variable consider-
ation is resolved. Variable considerations are estimated based
upon historical trends and other known factors at the time
of sale, and are subsequently adjusted in each period based
on current information. In addition, Canon may provide a
right of return on its products for a short time period after a
sale. These rights are accounted for as variable consideration
when determining the transaction price, and accordingly
Canon recognizes revenue based on the estimated amount
to which Canon expects 1o be entitled after considering
expected returns.
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Dnsaggfegated revenue by timing is as follows, Dtsaggregated revenue by business unit, product and geographlc area are

described in Mote 23,

Millions of yen
- ) : Others and
. ) Printing tiedical maging *industrial Corporate Elirninations  Consolidated
2024: ‘
R;”?{:;‘: recognized at a point 4 g4c 419 380,598 928462 283,01 222,415  (109,311) 3,550,676
Revenue recognized over time 677,314 188,210 - 8,929 73,361 11,331 — 959,145
Total 2,522,725. 568,808 .937,391 356,462 233,746  (109,311) 4,509,821
2023: ‘ ‘ : - ' »
R;”ﬁg recognized at a point 4 543504 377079 852580 251,042 197,402 (104,072} 37278135
Revenue recognized over time 642,872 175801 9045 63,677 11,442 — 902,837
Total 2,346,076 553,780 861,625 314,719 208,844  (104,072) 4,180,972

"In order to manage the performance of each reportable seg-
rnent more appropriately, Canan has changed its performance
management method regarding intercampany transactions for
Others and Corporate from the beginning of the first quarter
of 7024, Operating results for the year ended December 31,
2023 have also been reclassified.

Reverue recognized over time includes primarily revenue
from maintenance service in the products of the Printing
Business Unit and the Medical Business Unit and sales of

certain eguipment of the Industrial Business Unit which do not.”

have an alternative use and for which Canon has enforceable
right to payment to the customers for the performance com-
pleted to date, :

Canon recognizes contract assets primarily far unbilled
receivables mainly arising from services contracts for the
praducts of the Printing Business Unit, Contract assets are
reclassified to trade receivables when they.are billed under the
terms of the contract, The difference between the opening
- and closing balances of contract assets primarily results from
the timing difference of Canon’s performance and billing to
customers. Contract assets at December 31, 2024 and 2023
were ¥46,046 million and ¥45,354 million, respectively, and
are included in prepaid expenses and other current assets in
the consolidated balance sheats,

Canon typically bills to the customer when the pen‘or’
mance obligation is satisfied and collects the payment in
relatively short term except for certain maintenance service
of the products of the Printing Business Unit and the Medical
Business Unit and certain industrial equipment for which
Canoh occasionally receives the payment in advance from

CANONR ANNUAL REPORT 2024

custorners. The amount received in excess of revenue recog-
nized is recorded as deferred revenue until the performance
obligation for distinct goods of services are satisfied. Deferred
revenue at December 31, 2024 and 2023 were ¥178,436 mil-
lion and ¥141,578 miilkor, respectively, ¥159,326 million and
¥128,414 million of which is included in other current liabili-
ties, and ¥19,110 million and ¥13,164 million in other non-
current liabilities in the accompanying consolidated balance
sheets, Revenue recoghized for the year ended December 31,
2024, which had been included in the deferred revenue bal-
ance at December 31, 2023, was ¥113,978 million.
Remaining performance obligations for products and equip-

ment at December 31, 2024 primarily arise from the sales of
certain industrial equipment, amounting to ¥136,373 million,
83% of which is expected to be recognized as revenue within
one year and remaining 17% is within two years, Remaining
performance obligations fror the fixed maintenance service
contracts with original expected duration of more than one

- year at December 31, 2024 amounting to ¥235,210 million,
36% of which is expected to be recognized as revenue within
one year and the average remaining period for these fixed
contracts is abaut 3 years. Disclosure of remaining perfor-
mance obligations is not required for the majority of services
since the related revenue is recognized on an as billed basis
applying the right to involce practical expedient or is gener-

- ated from the contracts with ori gma! expected duration of less
than one year,

Taxes collected from customers and remitied to governmen-

tal authorities are excluded from revenues in the Consolldated
staternents of income.
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16. STOCK-BASED COMPENSATION

On April 30, 2024, based on the approval of the board of
directors held on March 28, the Company granted stock
options to its directors and executive officers to acquire
65,900 shares of common stock. Those to whom stock acqui-
sition rights are granted (the "Holder(s}"} shall be entitled

1o exercise all the stock acquisition rights together within 10
days (in case the last day is not a business day, the following
business day) from after the date when they cease to hold any
position as a director or an executive officer of the Company.
These option awards have a 30 year exercisable period. The
grant-date fair value per share of the stock options was
¥3,762. .

On March 25, 2024, based on the approval of the board
of directors held on February 9, the Company granted stock
options {o its executive officers to acquire 20,400 shares of
common stock. Those to whom stock acquisition rights are
granted {the “Holder(s}”) shall be entitled to exercise all the '
stock acquisition rights together within 10 days {in case the
last day is not a business day, the following business day)
from after the date when they cease to hold any position as a
director or an executive officer of the Company. These option
awards have a 30 year exercisable period. The grant-date fair
value per share of the stock options was ¥3,945.

On April 28, 2023, based on the approval of the board
of directors held on March 30, the Company granted stock

FINANCIAL
SECTION

options to its directors and executive officer to acquire 84,000
shares of common stock. Those to whom stock acquisition
rights are granted (the “Holder(s}"} shall be entitled to exercise
all the stock acquisition rights together within 10 days (in case
the last day is not a business day, the following business day)
from after the date when they cease to hold any position as a
director or an executive officer of the Company, These option
awards have a 30 year exercisable period. The grant-date fair
value per share of the stock options was ¥2,799,

On March 27, 2023, based on the approval of the board
of directors held on February 10, the Company granted stock
options 1o its executive officers to acquire 9,300 shares of
common stock. Those to whom stock acquisition rights are
granted {the "Holder(s)"} shall be entitled to exercise all the
stock acquisition rights together within 10 days (in case the
last day is not a business day, the following business day}
from after the date when they cease to hold any position as a
director or an executive officer of the Company. These option
awards have a 30 year exercisable period. The grant-date fair
value per share of the stock options was ¥2,445.

" The compensation cost recognized for these stock options
for the years ended December 31, 2024 and 2023 were ¥328
million and ¥258 million, respectively and is included in selling,
general and administrative expenses in the consolidated state-
ments of income.

The fair value of the option award was estimated on the date of grant using the Black-Scholes option pricing model that incor-

porates the assumptions presented below:

Years ended December 31 2024 2023

*2 *3 *4
Expected term of option {in years) 4.0 4.0 4.0
Expected volatility 27.43% 21.21% 28.25% 2B.26%
Dividend yield 3.09% 3.22% 4.08% 3.64%
Risk-free interest rate 0.31% 0.40% (0.00%) 0.06%

*1 Granted on fMarch 25, 2024
*2 Granted on April 30, 2024
*3 Granted on March 27, 2023
*4 Granted on April 28, 2023
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A summary of c)ptlon activity under the stock option ;Jlans as Of and for the years ended December 31, 2024 and 2023 is

presented below:

Weighted-  Weighted-average
T average rerraining Aggregate
eiergise price contractual term - Intrinsie value
- Shares Yen - Year Millions of yen
Outstanding at January 1, 2023 350,600 i 272 1,001
Granted 93,300 1
" Exercised {25,700} 1 .
Ouistanding at Decernber 31, 2023 418,200 1 26.9 © 1,513
Granted 86,300 1
 Exercised {19,400} 1
Qutstanding at Decerber 31, 2024 485,100 1 26.4 2,503
Exercisable at December 31, 2024 485,100 1 26.4 2,503

The total fair values of shares vested were ¥328 million and

" ¥258 million for the vears ended December 31, 2024 and -

2023, respectively. Cash received from the exercise of stock

options for the years ended December 31, 2024 and 2023
were not srgmfrcam

17. NET INCOME ATTRIBUTABLE TO CANON INC, SHAREHOLDERS PER SHARE

A reconciliation of the numerators and denommamrs of basic and diluted net income attributable to Canon Inc sharehofders per

share computations at December 31, 2024 and 2023 are as follows:

‘ears ended December 31 Millions of yen

2024 ' 2023
Basic net income attributable to Canon Inc. 160,025 264,513
Diluted net income attributable to Canon Inc.. 160,018 264,508

Mumber of shares

' ’ Weighted average common shares outstanding 966,762,583  1,001,199,905
Effect ofﬁiiuttve securities: )
Stock options , 471,580 © 404,097
Diluted commeon shares outstanding 967,234,173 1,001,604,002
. Yen
Net income attributable to Canon Inc. shareholders per share: .
Basic | - 165.53 264,20
Diluted 165.44 - - 264.08

CANON ANNUAL REPORT 2024



CTEATEGS

18. DERIVATIVES AND HEDGING ACTIVITIES

Risk management policy

Canon operates internationally, exposing it to the risk of
changes in foreign currency exchange rates. Derivative finan-
cial instruments are comprised principally of foreign exchange
contracts utilized by the Company and certain of its subsid-
jaries to reduce the risk. Canon assesses foreign currency
exchange rate risk by continually monitoring changes in the
exposures and by evaluating hedging oppartunities. Canon
does not hold or issue derivative financial instruments for
speculative purpases. Canon is also exposed to credit-related
losses in the event of non-performance by counterparties to
derivative financial instruments, but it is not expected that any
counterparties will fail to meet their obligations. Most of the
counterparties are internationally recognized financial institu-
tions and selected by Canon taking into account their financial
condition, and contracts are diversified across a number of
major financial institutions.

Foreign currency exchange rate risk management
Canon's international operations expose Canon to the risk

of changes in foreign currency exchange rates. Canon uses
foreign exchange contracts to manage certain foreign cur-
rency exchange exposures principally from the exchange of
U.S. dollars and euros into yen. These contracts are primarily
used to hedge the foreign currency exposure of forecasted
intercompany sales and intercompany trade recelvables that
are denominated in foreign currencies. In accordance with
Canon’s policy, a specific portion of foreign currency exposure

FINANCIAL
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resulting from forecasted intercompany sales is hedged using
foreign exchange contracts which principally mature within
three months.

Cash flow hedge

Changes in the fair value of derivative financial instruments
designated as cash flow hedges, including foreign exchange
contracts associated with forecasted intercompany sales,

are reported in accumulated other comprehensive income
(loss). These amounts are subsequently reclassified into earn-
ings in the same period as the hedged items affect earnings,
Al amounts recorded in accumulated other comprehensive
income (loss) as of December 31, 2024 are expected to be
recognized in net sales over the next iwelve months. Changes
in the fair value of a foreign exchange contract for the period
between the date that the forecasted intercompany sales
occur and its maturity date are recognized in earnings.

Derivatives not designated as hedges

Canon has entered into certain foreign exchange contracts
to primarily offset the earnings impact related to fluctuations
in foreign currency exchange rates associated with certain
assets denominated in foreign currencies. Although these
foreign exchange contracts have not been designated as
hedges as required in order to apply hedge accounting, the
contracts are effective from an econormic perspective. The
changes in the fair value of these contracts are recorded in
earnings immediately.

Contract amounts of foreign exchange contracts at December 31, 2024 and 2023 are set forth below:

Decerber 31 Millions of yen

2024 2023
To sell foreign currencies 180,366 194,053
To buy foreign currencies 18,836 24,116

Fair value of derivative instruments in the consolidated balance sheets
The following tables present Canon's derivative instruments measured at gross fair value as reflected in the consolidated balance

sheets at December 31, 2024 and 2023.
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Derivatives designated as hedging instruments

Foreign exchange contracts

December 31 Millions of yen
Fair value
Account 2024 . 2023
Assets: ) . _
Foreign exchange contracts Prepaid expenses and other current assets 184 - 2,205
Ligbilities:
Foreign exchange contracts Other current liabilities 1,690 13
Derivatives not designated as hedging instrum.entsv
December 37 tdillions of yer
Fair value
Acrount 2024 ) 2023
Assets:
~ Foreigh exchange contracts -  Prepaid expenses and other current assets 42 . 1,695
Liabifities: ‘ _ ‘
Other current fiabilities 1,690 915

Effect of derivative instruments in the consahdated statements of income

The following tables present the effect of Canon's derivative instruments in the consolidated statements of i income for the years

ended December 31, 2024 and 2023.

‘Derivatives in cash flow hedging relationships

Decernber 31

Willioris of yen

( Gain {loss) recognized

Galn {lossy reclassified from

(12,934)

i OC1 accumulated OCH into income

Armount Aceaunt Amount
2024: Foreign exchange contracts {5,945} Met sales {2,604)
2023 Foreign exchange contracts o V - {848 Met sales {2,790}
Derivatives not designated as hedging instruments
Pecember 31 Ilillions of yen )

Gain floss) recogized in income on darivative .
2024 2023
o Acepunt Anount Beenont Bmount

Foreign exchange confracts Other, net. ~ Other, net (13,996}
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- 19. LESSEE ACCOUNTING

FINANCIAL CORBQRATY
SECTION DR

Lease costs are included in cost of sales or selling general and administrative expense in accompanying consolidated statements

of income. Income statement information about lease costs is as follows:

Years ended December 31 tlillions of yen

2024 2023
Operating lease cost 55,461 48,207
Short-term lease cost 15,156 - 16,237
Other lease cost 296 280
Total 70,913 64,724
Operating lease cash flow
Cash flow information about lease is as follows.
Years ended December 31 tdillions of yen

2024 2023
Cash paid for amount included in the measurement of lease liabilities
Operating cash flows from operating leases 50,232 44,068
Noncash activity - Rights of use assets obtained in exchange for lease liabilities
Operating leases 53,692 45,510

Maturity Analysis .
The following is a schedule by year of the future minimum lease payments under operating leases at December 31, 2024,
Years ending December 31 Millians of yen
2025 44,701
2026 34,076
2027 22,857
2028 15,368
2029 10,998
Thereafter 22,707
Total future minimum lease payments 150,707
Less Imputed Interest (10,612}
140,095
Remaining lease term and discount rate
The following is remaining lease term and discount rate under operating leases.
Decernber 31 2024 2023
Weighted-average remaining lease term 55 months 53 months
Weighted-average discount rate 3.0% 2.7%
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-20. COMMITMENTS AND CONTINGENT LIABILITIES -

Commitments :

At December 31, 2024, commitments outstanding for
the purchase of property, plant and equipment approxi-
mated ¥112,760 million, and commitments outstanding
for the purchase of parts and raw raterials approximated
¥227,455 million.

Guarantees
Canon occuples sales offices and other facmtses unc:ler lease -
arrangements accounted for as operating leases. Deposlts
mainly for restoration made under such arrangements aggre-
gated ¥12,328 million and ¥10,516 million at December 31,
2024 and 2023, respectively, and are included in noncurrent
receivables in the accompanying consolidated balance sheets.
Canon provides guarantees for its employees, affiliates

and other companies. The guarantees for the employees are

principally made for their housing loans. The guarantees for
affiliates and other companies are made for their lease obliga-
tions and bank loans to facilitate financing.

Canon would have to perform under a guarantes if the
borrower defaults on a payment within the contract terms.
The contract terms are 1 year to 10 years in case of employ-
ees with housing loans, and 1 year to 5 years in case of affili-
ates and other companies with lease obligations and bank
loans, The maximum amount of undiscounted payments
Canon would have had to make in the event of default is
¥2,014 million at Decernber 31, 2024. The carrying amounts
of the liabilities recognized for Canon’s obligations as & guar-
antor under those guarantees at December 31, 2024 were
not significant. : ‘

Canon also offers assurance-type warranties under which it generally guarantees the performance of products delivered and

- services rendered for a certain period or term. Estimated product warranty costs are recorded at the time revenue is recognized

and are included in selling, general and administrative expenses in the accompanying consolidated statements of income,
Estimates for accrued product warranty costs are based on historical experience. Accrued product warranty costs are included in
accrued expenses in the accompanying cansmhdated balance sheets and the changes for the years ended December 31, 2024

and 2023 are summanzed as follows:

December 31 tdillions of yen

2024 2023
Balance at beginning of the year 23,290 20,887
Additions 20,039 18,859
Utifization (16,867} - {16,001)
Other - (2,777} (1,455}
Balance at end of the year 23,290

23,685

N Legal proceedings

Canon is Involved in varous claims and legal actions arising -

" in the ordinary course of business. Canon has recorded provi-

sions for lizhilities when it is probable that liabilities have been
incurred and the amount of loss can be reasonably esti-
mated. Canon reviews these provisions at least quarterly and
adjusts these provisions to reflect the impact of the negotia-
tions, settlements, rulings, advice of legal counsel and other
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" infarmation and events pertaining to a particular case. Based

on its experience, atthough litigation is inherently unpredict-
able; Canon believes that any damage amounts daimed in
outstanding matters are not a meaningful indicator of Canon’s
potential liability. In the opinion of management, any reason-
ably possible range of losses from outstanding matters would
not have a material adverse effect on Canon's consolidated
financial position, results of operations, and cash flows.
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21. DISCLOSURES ABOQUT THE FAIR VALUE OF FINANCIAL INSTRUMENTS AND CONCENTRATIONS OF

CREDIT RISK

Fair value of financial instruments

The estimated fair values of Canon's financial instruments at December 31, 2024 and 2023 are set forth below. The following
summary excludes cash and cash equivalents, time deposits, trade receivables, noncurrent receivables, short-term loans, trade
payables and accrued expenses, and the fair values of these instruments approximate their carrying amounts. The summary also
excludes investments and derivative instruments which are disclosed in Note 2 and Mote 22, and Note 18, respectively.

December 31 Millions of yen
2024 2023
Carrying Estimated Carrying Estimated
armount fair value armount fair value
Long-term debt, including current portion of long-term debt (202,031) (201,944) (161} {161}

The following methods and assurnptions are used to esti-
mate the fair value in the above table.

Long-term debt

Canon’s long-term debt instruments are classified as Level 2
instruments and valued based on the present value of future
cash flows associated with each instrument discounted using
current market borrowing rates for similar debt instruments
of comparable maturity. The levels are more fully described in
Note 22,

22. FAIR VALUE MEASUREMENTS

Limitations of fair value estimates

Fair value estimates are made at a specific point in time, based
on relevant market information and information about the
financial instruments. These estimates are subjective in nature
and involve uncertainties and matters of significant judgment
and therefore cannot be determined with predision. Changes
in assumptions could significantly affect the estimates.

Concentrations of credit risk
No single customer accounted for more than 10 percent of con-
solidated trade receivables as of December 31, 2024 or 2023,

Fair value is the price that would be received to sell an asset or paid to transfer a liability {an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants at the measurement date. A
three-leve] fair value hierarchy that prioritizes the inputs used to measure fair value is as follows:

Level 1 — Inputs are quoted prices in active markets for identi-

cal assets or liahilities.

Level 2 — Inputs are quoted prices for similar assets or liabili-
ties in active markets, quoted prices for identical or
similar assets or liabilities in markets that are not
active, inputs other than quoted prices that are
observable, and inputs that are derived principally

from or corroborated by observable market data by
correlation or ather means.

Level 3 ~ Inputs are derived from valuation techniques in
which one or more significant inputs or value drivers
are unobservable, which reflect the reporting entity’s
own assumptions about the assumptions that mar
ket participants would use in establishing a price.
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Assets and liabilities measured at fair value on a recurring basis - ‘
The following tables present Canon's assets and liabilities that are measured at fair value on a recurring basis consistent with the
fair value hierarchy at December 31, 2024 and 2023, V ,

Decamber 31 Millii:;né of yen
: 2024
Level 1 ~ Lewelz - ‘ Level 3 Total
Asséts: 1 . .
Cash and cash equivalents - 1,500 - — 1,500

Short-term investment:
Available-for-sale;
Corporate bonds — — o —

Investments:

Available-for-sale: , ,

Corporate bonds -~ 16,679 © — 16,679
Fund trusts and others : 3,944 450 - 4,394
Equity securities 25,455 I : — 25,455

Prepaid expenses and other current assets: A

Derivatives — 226 . — 226
Total assets 29,399 18,855 - o 48,254
Liabilities; - ‘

Qther current liabilities:

Derivatives — 3,380 — 3,380
Total liabilities — 3,380 — 3,380
December 31 : ’ Millioﬁs of yen

’ , " 2023
Level 1 : Level 2~ Level 3 Total
Assets: .
Cash and cash equivalents — 2,073 e 2,073
Short-term investment:

Available-for-sale: , .

Corporate bonds - 884 . o 884

Investenents: '

Available-for-sale; L )

Corporate bonds — 8,279 — 8,279
Fund trusts and others - 351 - 457 - — 808
Equity securities 27,283 - — 27,283

Prepaid expenses and other current assets; ’ ‘

Derivatives — 3,900 — 3,900
Tatal assets . ) 27,634 - 15,593 e 43,227
Liabilities:

Other current liabilities: .
~ Derivatives e 928 . e 928
Total liabilities — o8 928
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Level 1 investments are comprised principally of Japanese
equity securities, which are valued using an unadjusted quoted
market price in active markets with sufficient volume and
frequency of transactions.

Level 2 assets and liabilities are comprised principally of cash
and cash equivalents, corporate bonds included in investments

FINANCIAL CORPORATE
SECTION FaATA,

or short-term investrents, and derivatives. Cash and cash
equivalents, corporate bonds included in investments or
short-term investments are valued using guoted prices for
identical assets in markets that are not active or quotes
obtained from counterparties or third parties,

Assets and liabilities measured at fair value on a nonrecurring basis
Assets and liabilities measured at fair value on a nonrecurring basis during the year ended December 31, 2024 as follows. There
were no significant assets or liabilities to be measured at fair value on a nonrecurring basis during the year ended December 31,

2023.
December 31 Millions of yen
. 2024
Impairment Loss Level 1 Level 2 Level 3 Total
Assets:
goodwill (165,100} — 403,131 403,131

Goodwill is classified as Level 3 and is valued based on an
income approach using unobservable inputs, Our company
conducted an annual goodwill impairment test as of October
1, 2024, which resulted in the fair value of the reporting
unit containing the abave assets being less than its carrying
amount, Qur company recognizes the difference between fair
value and carrying amount as an impairment loss on goodwill.

23. SEGMENT INFORMATION

Canon reports in four repartable segments; the Printing
Business Unit, the Medical Business Unit, the Imaging
Business Unit and the Industrial Business Unit with Others and
Corporate, which are based on the organizational structure
and information reviewed by Canon's management to evalu-
ate results and allocate resources.

In order to manage the performance of each reportable seg-
ment more appropriately, Canon has changed its performance
management method regarding intercompany transactions for
Others and Corporate from the beginning of the first quarter
of 2024, Operating results for the year ended December 31

2023 have also been reclassified.

Canon has modified the presentation of segment informa-
tion in accordance with the requirements set forth in ASU
2023-07, Segment Reporting — Improvermnents to Reportable
Segment Disclosures from the fourth quarter of 2024.
Operating results for the year ended December 31, 2023 have
also been reclassified.

The fair value of the reporting unit is measured using the dis-
counted cash flow method using a weighted average cost of
capital of 65.0% and future cash flows. Future cash flows are
calculated based on managernent's estimates of sales, gross
profit, operating expenses and growth in perpetuity, taking
into account industry trends and market conditions.

The primary products induded in each segment are as follows:

Printing Business Unit:

Digital continuous feed presses / Digital sheet-fed presses /
Large format printers / Office MFDs / Document solutions /
Laser MFPs / Laser printers / Inkjet pr inters / Image scanners /
Calculators

Medical Business Unit:

CT systems / Diagnostic ultrasound systems /

Diagnostic X-ray systems / MRI systems /

Digital radiography systems / Ophthalmic equipment /

In vitro diagnostic systems and reagents / Healthcare [T Solutions

Imaging Business Unit:

Interchangeable-lens digital cameras / Interchangeable lenses /
Digital compact cameras / Compact photo printers /

MR Systems / Network cameras / Video management software /
Video content analytics software / Digital camcorders /

Digital cinema cameras / Broadcast equipment
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Industrial Business Unit:

Semiconductor lithography equipment /

FPD lithography equipment /

OLED Display Manufacturing Equipment /
Vacuum thin-film depasition eguipment / Die bonders

Others:

Handy terminals / Document scanners

The accounting policies of the segments are substantially
the same as those described in the significant accounting poli-
cies in Note 1. Canor evaluates results and allocates resources
for each segment based on income before income taxes.

information about operating results and assets for each segment as of and for the years ended December 31, 2024 and 2023

i as follows:
Miffions of yen
Cthers and : )
Printing Medical lmaging Irclustrial Corporate Eliminations  Consolidated
2024: ) '

Net sales: _ . . . .
External customers 2,515,543 568,260 937,028 | 345,863 143,127 . — 4,509,821
intersegment 7,182 . 548 . 363 . 10,599 90,619  (109,311) —

Total 2,522,725 568,808 937,391 356,462 733,746  (109,311) 4,509,821

Cost of sales 1,356,530 308,642 425,663 201,125 186,273  (111,507) 2,366,726

Gross profit 1,166,195 . 260,166 . 511,728 155,337 47,473 2,196 2,143,095

Rﬁif}ifé‘; niggt expenses 100,361 52639 101,200 30,559 52,589 - 337,348

S:glrg?r.\isgter:g\r/i{ j;‘;iemes 775,950 . 347,964 259,224 55875 86,058 922 1,525,993

Operating profit 289,884 - (140,437) 151,304 68,903 (91,174) 1274 279,754

* Other income (deductions) 14,262 ‘929 3,004 1,500 1,712 T 21,407

Income before income taxes 304,146 {(139,508) 154,308 . 70,403 {89,462) 1,274 301,161

Total assets . 1,354,948 421453 425515 238,625 3,329,047 (3.342) 5,766,246

Depreciation and amortization - 63,356 13,132 19,984 11,590 127,403 ~. . 235,465

Capital expenditures 70,075 16,663 38,922 13,109 117,498 — 256,267

2023:

Net sales: L : , ‘ .

External customers 2,339,718 - 552,296 861,456 303,807 123,695 - 4,180,972
intersegment ' 6,358 1,484 169. 10,912 85,149  (104,072) —
Total 2,346,076 = 553,780 861,625 314,719 208,844 (104,072} 4,180,972

Cost of sales 1,288,172 307,881 384453 177,652 153,947 (100,043} 2,212,062

Gross profit 1,057,904 245899 477,172 - 137,067 54,897 . - (4,029) 1,968,910

e atoiraont expenses 97,925 47182 . 93834 27872 65101 | — 331914

_Sgg;?aigiggif j:genses 731670 167,088 237,75 50597 76,141 (1,605) 1,261,630

Operating profit 228,309 31,649 145579 58,508 (86,345) (2,424) 375,366

Other income {deductions) 5,752 490 854 568 6,932 {195} 15,401

Income before income taxes 235,061 32,139 146,433 59 166 (79,413}  (2,619) 390,767

Total assets 1,247,666 361,251 406,380 244,275 3,180,186 {23,191) 5,416,577

Depreciation and amortization C 69,712 . 14,041 22,062 12,831 119,930 -— 238876

“Capital expenditures 12,004 10,432 115,102 — 231,725

65,175

28,922
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The CEO as chief operating decision maker (CODM) uses Net
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from the purchase price allocation of Toshiba Medical

sales, Gross profit to net sales ratio, Operating expense to net Systems Corporation {currently, Canon Medical Systems
sales ratio and Operating profit to net sales and Income before  Corporation) are also included in corporate expenses.
income taxes to net sales ratio 1o assess segment performance Segment assets are based on those directly associated with
and make decisions about resource allocation. each segment. Corporate assets primarily consist of cash and
Intersegment sales are recorded at the same prices used in cash equivalents, investments, deferred tax assets, goodwill,
transactions with third parties, Expenses not directly associ- identified intangible assets from acquisitions and corporate
ated with specific segments are allocated based on the most properties. Capital expenditures represent the additions to
reasonable measures applicable. Corporate expenses include  property, plant and equipment and intangible assets mea-
certain corporate research and development expenses. sured on an accrual basis.
Amartization costs of identified intangible assets resulting Other operating expense includes personnel expenses.

Information about sales by product and service to external customers for each segment for the years ended December 31,
2024 and 2023 is as follows:

Years ended December 31 Millions of yen
2024 2023
Printing
Production 440,718 401,237
Office multifunction devices 645,617 620,843
Office athers 406,912 362,618
Office 1,052,529 983,461
Laser printers 676,582 606,639
Inkiet printers and Others 345,714 348,381
Prosumer 1,022,296 955,020
Total 2,515,543 2,339,718
Medical
Diagnostic equipment 568,260 552,296
Imaging .
Cameras 579,593 544,366
Netwaork cameras and Others 357,435 317,090
Total 937,028 861,456
Industrial
Onptical equipment 253,216 212,505
Industrial equipment 92,647 91,302
Total 345,863 303,807
QOthers and Corporate 143,127 123,695
Consolidated 4,509,821 4,180,972
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Information by major geographic area as of and for the years ended December 31, 2024 aﬁd 2023 is as follows:

Millions of yen
2024 2023
Net sales:
Japan : ; 955,456 901,589
Americas _ 1,429,201 1,312,438
Europe- ‘ 1,184,389 1,111,211
Asia and Oceania ‘ 940,775 855,734
Total 4,509,821 4,180,972
Long-lived assets: :
Japan 998,506 966,960
Americas . 191,000 174,877
Europe ( . 223,922 217,244
Asia and Ocearua -146,059 137,865
Total 1,559,487 1,496,946
Net sales are attributed to:areas based on the location ¥1,311,397 million and ¥1,232,452 million for the years
where the products are shipped and the services are per- ended December 31, 2024 and 2023, respectively,
formed to the customers. Other than in Japan and the United Long-lived assets represent property, plant and equipment,
States, Canon does not conduct business in any individual intangible assets, and operating lease nght—of use assets for
country in which its sales in that country exceed 10% of each geographic area.

consolidated net sales, Net sales in the United States were

24, SUBSEQUENT EVENT
Canon evaluated the subsequent events up to March 28, 2025, the filing date O’f; Annual Securities Report.

Borrowing Funds
Canon borrawed funds as follows under its existing overdraft facilities with Mizuho Bank, Ltd, and SMBC Bank, Ltd.

(1) Use of funds: Operating funds

(2) Borrowing date and amount: lanuary 6, 2025  ¥200,000 million
February 19, 2025  ¥50,000 million
February 26, 2025 ¥20,000 million
March 12, 2025 ¥30,000 million
March 19, 2025 ¥70,000 million

(3) Lender: Mizuho Bank, Ltd. and SMBC Bank, Ltd

{4) Interest rate: : Base rate plus a spread
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Repurchase of own share

1, Content of resolution for the repurchase of own share

On January 30, 2025, the Board of Directors of Canon approved a plan to repurchase its own shares under the Article 158, as
applied pursuant to Paragraph 3, Article 165, of the Companies Act of Japan, as follows.

(1) Reason for repurchase:
Canon decided to acquire its own shares with the aim of further improving its corporate value through active growth invest-
ment and enhancing shareholder returns by improving capital efficiency. As a part of this approach for shareholder returns,
Canon passed a resolution to acquire its own shares,

(2) Type of shares and Total number of shares to be repurchased: Up to 26 million shares of common stock

{3) Total cost of repurchase; ’ Up to ¥100,000 million
(4) Period of repurchase: From February 3, 2025 to lanuary 30, 2026
(5) Method of acquisition: ’ Market purchases on the Tokyo Stock Exchange

1) Purchases through the Tokyo Stock Exchange Trading
Network Off-Auction Own Share Repurchase Trading
System (ToSTNeT-3)

2} Market purchases based on a discretionary trading
contract regarding acquisition of own shares

2, Completion of repurchase of own share
The acquisition of own shares has completed the acquisition in accordance with a Board of Directors resolution passed by Canon
Inc. on January 30, 2025.

(1) Type of shares and total number of shares acquired: Shares of common stock” 19,685,200 shares
(2) Total cost of acquisition: ¥99,999,605,100
(3) Period of acquisition: From February 3, 2025 to March 7, 2025

3, Content of resnlu’uon for the repurchase of own share
On March 13, 2025, the Board of Directors of Canon approved a plan to repurchase its own shares under the Article 156, as
applied pursuant to Paragraph 3, Article 165, of the Companies Act of Japan, as follows.

(1) Reason for repurchase:
Canon decided to acquire its own shares with the aim of further improving its corporate value through active growth invest-
mient and enhancing shareholder returns by improving capital efficiency. As a part of this approach for shareholder returns,
Canon passed a resolution to acquire its own shares,

(2} Type of shares and total number of shares to be repurchased: Up to 26 milfion shares of common stock

(3) Total cost of repurchase: . Up to ¥100,000 million
{4) Period of repurchase: From March 14, 2025 to January 30, 2026
(5) Method of acquisition: Market purchases on the Tokyo Stock Exchange

1) Purchases through the Tokyo Stock Exchange Trading
' Network Off-Auction Own Share Repurchase Trading
 System (ToSTNeT-3)
2) Market purchases based on a discretionary trading
contract regarding acquisition of own shares
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CONSOLIDATED SUPPLEMENTARY SCHEDULE

SUPPLEMENTARY SCHEDULE

Schedule of Bonds

Not applicable.

Schedule of Borrowings

 This mfermataan is presented in the note 9 to the consol:dated financial statements

Schedule of Asset Retirement Obhgatmns '

* As the amount of asset retirement obligations as of the end of the previous consolidated fiscal year and the end of the cur-

rent consolidated f!St':al vear are a hundredth or less of the sum of liabilities and net assets each of the said period, it has been
omitted,

Schedule of valuation allowance

Years ended December 31 : : Millicns of yen
o Balance at beginning. Add[mnfcharged Deduction bad debts Translation Balance 8t end
af period to income wiritten pff adjustrrents and other of period
2024: ' ‘
Adlowance for. credst fosses , . » . ;

Trade receivables 13,276 2,051 (1,457) . 986 14,856

Lease receivables 5871 . 4,096 . {4,456) 1,350 - 6,861
CANON AMNUAL REPORT 2024



MANAGEMENT’S REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING

1. Matters relating to the basic framework for internal control over financial reporting

Fujio Mitarai, Chairman & CEQ, and Toshizo Tanaka, Executive Vice President & CFO are responsible for designing and operat-
ing effective internal control over financial reporting of Canon (the “Company”) and have designed and operated internal
control over financial reporting in accordance with the basic framework for internal control set forth in "On the Setting of
the Standards and Practice Standards for Management Assessment and Audit concerning Internal Control Over Financial
Reporting (Council Opinions)” released by the Business Accounting Council.

The internal control is designed to achieve its objectives to the extent reasonable through the effective function and combina-
tion of its basic elements, Therefore, there is a possibility that misstatements may not be completely prevented or detected by
internal control over financial reporting.

2. Matters relating to the scope of assessment, the basis date of assessment and the assessment procedures

The assessment of internal control over financial reporting was conducted as of the end of the fiscal year, December 31, 2024,
in accordance with assessment standards for internal control over financial reporting generally accepted in Japan.

In conducting this assessment, the Company’'s management evaluated internal controls which may have a material effect on
our entire financial reporting on a consalidation basis (“entity-level controls”} and based on the results of this assessment,
management selected business processes to be tested. Management analyzed these selected business processes, identified
key controls that may have a material impact on the reliability of the Company's financial reporting, and assessed the design
and operation of these key controls. These procedures have allowed us to evaluate the effectiveness of the internal contraols
of the Company.

Management determined the required scope of assessment of internal control over finandial reporting for the Company,

as well as its consolidated subsidiaries and equity-method affilisted companies, from the perspective of the materiality that
rnay affect the reliability of their financial reporting. The materiality that may affect the reliability of the financial reporting

is determined by taking into account the materiality of quantitative and qualitative impacts on financial reporting. In light of
the results of assessment of entity-level controls conducted for the Company and its consolidated subsidiaries, management
regsonably determined the scope of assessment of internal controls over business processes. Consolidated subsidiaries and
equity-method affiliated companies determined to have an insignificant quantitative and qualitative influence on the reliability
of financial reporting are not included in the scope of assessment of entity-level controls,

Regarding the scope of assessment of internal control over business processes, management added up the net sales (after
the elimination of transactions between consolidated companies) of each subsidiary in the previous year from the highest and
selected the companies with net sales that account for approximately two-thirds of the total amount on a consolidated basis
as “significant Jocations and/or business units.” At selected significant locations and/or business units targeted for assess-
ment, our scope of assessment included business processes leading to sales, accounts receivable and inventories as signifi-
cant accounts that may have a material impact on the business objectives of the Company. Further, in addition to selected
significant locations and/or business units, management also included in the scope of assessment, as business processes
having greater materiality, business processes relating to (i) greater likelihood of material misstatements and/for (i} significant
accounts involving estimates and the management’s judgment and/or {iii) a business or operation dealing with high-risk trans-
actions, taking into account their impact on the financial reporting.

3. Matters relating to the results of the assessment

As a result of the assessment described above, as of the end of this fiscal year, management concluded that the Company’s

‘internal control over financial reporting was effective. .

4. Additional notes

No material items to report

5. Special notes

No material items to report
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(TRANSLATION) INDEPENDENT AUDITOR’S REPORT

March 28, 2025

o the Board of Dihectoré of
Canon Inc.

Deloitte Touche Tohmatsu LLC
Tokyo office

K ‘ ‘ Designated Engagement Partner,
Certified Public Accountant:

Masayuki Yamada

Designated Engagernent Partner,
Certified Public Accountant:

Susumu Nakamura

Designated Engagement Partner,
Certified Public Accountant:

Hideaki Takagi

Designated Engagement Partner,
Certified Public Accountant:

Masayoshi Nakai

<Audit of Consolidated Financial Statements>

* Opinion

" Pursuant ta the first patagraph of Article 193-2 of the Financial Instruments and Exchange Act, we have audited the consolidated

finandial statements of Canon Inc. and its consolidated subsidiaries {the *Group*) included in the Financial Section, namely,
the consolidated balance sheet as of December 31, 2024, and the. consolidated statement of income, consolidated statement
of comprehensive income, consolidated statement of equity and consolidated statement of cash flows for the fiscal year from
lanuary 1, 2024 to December 31, 2024, and the related notes, and consolidated supplermentary schedules,

In our opinion, the accompanying consolidated fmancrai staternents present fairly, in all material respects, the cansal;dated

_financial position of the Group as of December 31, 2024, and its consolidated results of its operations and its cansolidated

cash flows for the year then ended in accordance with accounting principles generally accepted in the United States of America
pursuant to the provisions of the third paragraph of the Supplementary Provisions of the Cabinet Office Ordinance for Partial

-Amendment of the Ordinance for Terminology, Forms and Preparatmn Methods of Conscxhdated Financial Statements (No.11 of

the Cabinet Office Qrdinance n 2002)

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Qur responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Finandial Statements section of
our repart. We are independent of the Group in accordance with the provisions of the Code of Professional Ethics in Japan, and’
we have fulfilled our other ethical responsibilities as auditors. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.. '
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Key Audit Matter
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A key audit matter is a matter that, in our professional judgment, was of most significance in our audit of the consolidated
financial statements of the current periad. The matter was addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on the matter.

Goodwill—Medical Reporting Unit—Refer to Notes 1 and 8 to the Consolidated Financial Statements

Key Audit Matter Description

How the Key Audit Matter Was Addressed in the Audit

The Group's total goodwill was ¥915,258 million (15.9% of
Total assets) as of December 31, 2024, of which ¥403,131
million (44.0% of Goodwill} was allocated to the Medical
Reporting Unit,

The Group tests goodwill for impairment annually in the
fourth quarter of each year, or more frequently if indicators
of potential impairment exist. The fair value of the Medical
Reporting Unit is determined primarily based on a discounted
cash flow analysis, which involves estimates of projected
future cash flows and discount rates. The estimates of
projected future cash flows are based on a mid-term
management plan and a long-term growth rate for the
subsequent periods {"the long-term growth rate”) that
considered the future market growth of medical equipment
and growth in geographies where the Group operates

its medical business. The estimate of the discount rate is
determined based on the weighted average cost of capital,
which considers primarily market and industry data as well as
specific risk factors.

As of the measurement date, the fair value of the Medical
Reporting Unit fell short of its carrying amount, and
therefore the Group recognized ¥165,100 million of goodwill
impairment loss in the current fiscal year,

We determined the valuation of goodwill allocated to

the Medical Reparting Unit as a key audit matter given

it represents 44.0% of the total goodwill and there are
significant judgements made by management on estimates
and assumptions related to the projected future cash flows
and the discount rate to measure the fair value of the
Medical Reporting Unit on which performing audit
procedures required a high degree of auditor judgment and
an increased extent of effort, including the need to involve
our fair value specialists.

Cur audit procedures related to the projected future cash
flows, the discount rate and the long-term growth rate used
by management to measure the fair value of the Medical
Reporting Unit included the following, among others:

{1) Bvaluation of internal controls
s We tested the effectiveness of controls over
management’s goodwill impairment evaluation, including
those over management’s estimates and assumptions
used in the projected future cash flows, the discount rate
and the long-term growth rate.

(2) Evaluation of the reasonableness of management’s
projected future cash flows

= We evaluated management’s ability to accurately project
future cash flows by comparing actual results to
management’s historical projections.

* We made inquiries of management to understand
significant assumptions used in the projected future
cash flows.

* We evaluated the reasonableness of management’s
projected future cash flows by comparing the projections
to actual results, documents reported to management,
and other related documents for respective revenue, cost
of sales and other elernents, which together comprise
management’s projected future cash flows.

» We evaluated the reasonableness of management's
significant assumptions regarding the revenue growth
rate used in the projected future cash flows, which could
have a significant impact on the fair value of the Medical
Reporting Unit, by comparing the revenue growth rate to
the expected market growth rates for each type of
medical equipment and each region in which the Group
operates its medical business as included in independent
third-party industry reports.
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{3)Evaluation of the reasonableness of the-valuation
methadology, the discount rate, and the long-term
-growth rate
* With the assistance of our fair value specialists,

" we evaluated the reasonableness of the valuation
rmethodology, the discount rate and the long-tefm
growth rate by: ‘

- exxamining whether the valuation methodology
used, including the determination of the discount
rate and the long-term growth rate, was consistent
with existing valuation practices that are both
generally accepted in practice and acceptable in the.
circumstance, o

-+ —testing the underlying data used in the determination

of the discount rate and the long-term growth rate,
and the mathematical accuracy of the calculation; and

-~ develaping a range of independent estimates and
comparing those to the discount rate and the long-
term growth rate selected by management,

- Other Information

Ménagement is responsible for the other information. Audit & Supervisory Board members and the Audit & Supervisory Board
are responsible for overseeing the Directors’ execution of duties relating to the design and operating effectiveness of the controls
over the other information. The other information comprises the information included i the Annual Securities Report, but does -
not include the consolidated financial statements and our auditor’s report thereon, '

Qur opinion on the consolidated finandial statements does not.cover the other information and we do not express any form of
assurance conclusion thereon, o

in connection with our audit of the consolidated financial staterments, our responsibifity is to read the other information énd,
in doing so, consider whether the other inf&rmat‘imn is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated,

If, based on the work we have performed, we conclude that there is a material misstaternent of this other information, we are
required to report that fact. We have nothing to report in this regard. :

Responsnbllitaes of Management and Audit & Supervlsory Board Members and the Audit & Supervisory Board 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 the United Staies of America, and for such internal cantrol as management
determines is necessary to enable the preparation of consolidated financial statements that are free from matena! misstatement,
whether due to fraud or error,

in preparing the censolidated financial staternents, management is responsible for assessing the Group's ability to continue as
a going concern, disclosing, as applicable, ratters related {o going concern in accordance with accounting principles generatly
accepted in the United States of America.

Audit & Supervisory Board members and the Audit & Supervisory Board are responsible for overseeing the Directors’ execution of
duties relating to the design and operating effectiveness of the controls over the Group's financial reporting process.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reascnable assurance about whether the consolidated financial statements as a whole are free from

material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Misstatements

can arise from fraud or error and are considered material i, individually or in the aggregate, they could reasonably be expected
influence the economic decisions of users taken on the basis of these consolidated financial staternents.

As part of an audit in accordance with auditing standards generally accepted in Japan, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

» |dentify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks. The procedures selected depend on the auditor’s judgment. In
addition, we obtain audit evidence that is sufficient and appropriate 1o provide a basis for our opinion.

* Obtain, when performing risk assessment procedures, an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

= Fyvaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Group's ability to continue as a going concern. if we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the consolidated financial statements of, i such disclosures are
inadequate, to modify our opinion, Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Group to cease to continue as a going conicern.

* Evaluate whether the overall presentation and disclosures of the consolidated financial staterments are in accordance with
accounting principles generally accepted in the United States of America, as well as the overall presentation, structure and
content of the consolidated financial statements, including the disclosures, and whether the consclidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation,

» Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Group to express an opinion on the consolidated financial statements, We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with Audit & Supervisory Board members and the Audit & Supervisory Board regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide Audit & Supervisory Board members and the Audit & Supervisory Board with a statement that we have
complied with relevant ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

From the matters communicated with Audit & Supervisory Board members and the Audit & Supervisory Board, we determine
those matters that were of most significance in the audit of the consclidated financial statements of the current period and

are therefore the key audit matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter ar when, in extremely rare drcumstances, we determine that a matter should not be communicated
in our report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.
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<pudit of Internal Control>

~ Opinion

Pursuant to the second paragraph of Article 193-2 of ?h'e Finandial Instrumments and Exchange Act, we have audited
manageméni‘s report on internal control over financial reporting of Canon Inc. as of December 31, 2024,

in our opinion, management’s report on internal control over financial reporting referred to ahove, which represents that the
internal control over finandial reporting of Canon Inc. as of December 31, 2024, is effectively maintained, presents fairly, in
all material respects, the results of the assessment of internal control over financial reporting in accordance with assessment

standards for internal control over financial reporting generally accepted in Japan.

Basis for Opinion

We conducted our internal control audit in accordance with auditing standards for internal control over finanicial reporting
generally accepted in Japan. Our responsibilities under those standards are further desaribed in the Auditor's Responsibilities

for the Internal Control Audit section of our report, We are independent of the Group in accordance with the provisions of the
Code of Professional Ethics in Japan, and we have fulfilled our other ethical responsibilities as audttars We believe that the audit
evidence we have obtained is sufficient and appmpr:ate to provnde a basis for our opinion.

Responmbllmes of Management and Audit & Supervisory Board Members and the Audit & Supervisory Board for
Report on Internal Control

Management is responsible for designing and operating effective internal control over financial reporting and for the preparatic:n
and fair presentation of its report on Internal control in accordance with assessment standards for internal control over financial
reporting generally accepted in Japan. Audit & Supervisory Board members and the Audit & Supervisory Board are responsible for
overseeing and verifying the design and operating effectiveness of internal control over financial reporting. There is a possibility
that misstatements may not be completely prevented or detected by internal control over financial reporting.

Auditor” s Respnnsnbllmes far the lnternal Contml Audit

Our Gb;ectwes are o obtain reasonable assurance about whether managementE report on internal controf over fmancnal
reporting is free from material misstatement and to issue an auditor's report that includes our opinian.

As part of an audit in accordance with auditing standards for intémal control over financial reporting generally accepted in
Japan, we exercise professional judgment and maintain professional skepticism thraughout the audit. We also: -

« Perform audit procedures to obtain audit evidence regarding the results of the assessment of internal control over financial
reparting in management’s report on internal control. The procedures selected depend on the audttors judgment mcludmg the
significance of effects on reliability of financial reporting. - :

* Examine represemat ons on the scope, procedures and results of the assessment of internal control over financial reporting -
made by managerment, as well as evaluating the overall presentation of management’s report on internal control,

« Obtain sufficient appropriate audit evidence regarding the results of the assessment of internal control over financial reporting.
We are responsible for the direction, supervision and performance of the internal control audit. We remain solely responsable
for our audit opinio :

CANON ANMUAL BEPORT 2024
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We communicate with Audit & Supervisory Board members and the Audit & Supervisory Board regarding, among other matters,
the planned scope and timing of the internal control audit, result of the internal control audit, including any identified material
weakness which should be disclosed and the result of remediation.

We also provide Audit & Supervisory Board members and the Audit & Supervisory Board with a statemnent that we have
complied with relevant ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

<Fee-Related Information>

Fees for audit and other services for the year ended December 31, 2024, which were charged by us and our network firms to
Canon Inc. and its subsidiaries are disclosed in {3) Status of audit in Corporate Governance, included in Information on
Reporting Company of the Annual Securities Report.

Interest Required to Be Disclosed by the Certified Public Accountants Act of lapan

Qur firm and its designated engagement partners do not have any interest in the Group which is required to be disclosed
pursuant to the provisions of the Certified Public Accountants Act of Japan.

Motes to the Readers of Independent Auditor's Report

This is an English translation of the independent auditor’s report as required by the Financial Instruments and Exchange Act
of Japan for the conveniences of the reader, The other information in the Annual Securities Report referred to in the “Other
Information™ section of this English translation is not translated.
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TRANSFER AND
REGISTRAR'S OFFICE

Canon Inc.

30-2, Shimomaruko 3-chome, Ohta-ku, Tokyo 146-8501, Japan -

Manager of the Register of Shareholders

Mizuho Trust & Banking Co., Ltd.
1-3-3, Marunouchi, Chiyoda-ku, Tokyo 100-8241, Japan

Depositary and Agent with Respect to American
Depositary Receipts for Common Shares

JPMorgan Chase Bank, N.A,
383 Madison Avenue, Floor 11, Mew York, NY 10179, USA

SHAREHOLDER
INFORMATION

Stock Exchané‘e Listings:
Tokyo, Nagoya, Fukuoka and Sapporo Stock exchanges

Ordinary General Meeting of Shareholders:
March of each year

Further Information:

For publications or fhformation, please contact the
Public Affairs Headquarters, Canon Inc., Tokyo,

or access Canon's Website at global.canon/en

MAJOR CONSOLIDATED SUBSIDIARIES

(As of December 31, 2024)

Manufacturing

Canon Predision Inc,

Canon Tokki Corporation

Fukushima Canon Inc. A

Canon Medical Systerns Corporation
Canon Electron Tubes & Devices Co., Lid.
Canon Components, Inc.

Canon Semiconductor Equipment Inc,
Canon Chemicals inc.

Canon Electronics Inc.

Canon Finetech Nisca Inc.

Minaris Medical Co., Lid.

Canon ANELVA Corporation

Nagahama Canon Inc.

Canon Machinery Inc.

Oita Canon Materials Inc,

Dita Canon Inc.

Nagasaki Canon Inc.

Iiyazaki Canon Inc.

Canon Virginia, Inc.

Quality Electrodynamics, LLC

Canan Bretagne S.AS.

Canon Production Printing Netherlands BV,
Canon Production Printing Germany GmbH & Co.KG
Axis Communications AB

Canon Dalian Business Machines, Inc,
Canon {Suzhou) Inc. )
Canon Zhongshan Business Machines Co., Lid.
Canon Inc., Talwan

Canon Vietnam Co., Lid.

Canon Hi-Tech {Thailand) Ltd.

Canon Prachinburi {Thailand) Lid.

Canon Business Machines (Philippines), Inc.
Canon Opte {Malaysia) Sdn. Bhd.

Canon Machinery {Malaysia) Sdn. Bhd.
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Research & Development
Canon Research Centre France SAS.

Marketing & Other
Canon Marketing Japan Inc.

* Canon System and Support Inc,

Canon IT Solutions Inc.
Primagest,Inc. :

Canon Medical Finance Co., Ltd,
Canon WLS.A., Inc.

Canon Canada Inc:

Canon Financial Services, Inc.
Canon Medical Systems USA, inc.
Axis AB

Canon Europa NV,

- Canon Europe Lid.

Canon Ru LLC

~Canon (UK) Ltd.

Canon Deutschland GmbH

Canon (Schweiz) AG

Canob Nederland N.V. .

Canon France S.AAS,

Canon Middle East FZ-LLC

Canon ftalia S.p:A,

Canon Medical Systems Furope BV,
Milestone Systems A/S

Canon {China) Co,, Ltd,

Canon Hongkong Co., Lid.

Canon Semiconductor Equipment Taiwan, Inc.
Canon Singapore Pte. Lid.

Canon India Pvt. Ltd.

Canon Australia Pty Ltd.
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