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I. SUMMARY OF OPERATING RESULTS BY BUSINESS As of March 31, 2019

Review of Operations

@ Instruments revenue

Revenue of instruments for automobiles in Europe, Japan markets decreased while in Asia market
increased. Instruments revenue for the year decreased by 0.1% to ¥206,237 million, from the previous fiscal
year.

@ Components revenue
Revenue decreased by 12.0% to ¥15,454 million from the previous fiscal year, mainly due to a increase in
orders for control panels for PCB assemblies for amusement products and so on.

@ Automobile revenue
Revenue of cars at our dealerships increased by 7.6% to ¥24,563 million from the previous fiscal year
mainly due to a increase in orders for new cars.

@ Other businesses
Revenue of other products and services totaled ¥16,983 million, 3.9% increase from the previous fiscal year,
mainly due to an increase in orders of compound resins and so on.

As a result, the company’s consolidated business operations for this fiscal year, ending March 31, 2019,
resulted in revenue of ¥263,239 million, a increase of 0.0% from the previous fiscal year. At the same time,
operating profit for the year increased by 0.7%, to ¥14,215 million, and profit attributable to owners of the
parent increased by 4.2%, to ¥11,569 million, respectively.

@ Consolidated revenue by business segment

2017 2018 2019 Increase
(Yen in millions) | (Yen in millions) | (Yen in millions) (Decrease)
Instruments for automobiles,
motorcycles, agricultural / 195,990 206,422 206,237 0.1%)
construction machines and
boats
Components 11,398 17,564 15,454 (12.0%)
( Consumer-use products)
Automobiles 21,435 22,826 24,563 7.6%
Other businesses 17,142 16,351 16,983 3.9%
Total 245,967 263,163 263,239 0.0%
Note:

¢ NIPPON SEIKI CO., LTD. changed business segment from “Consumer-use products” to
“Components” from fiscal year ending March 31, 2019. However, in the above table, Components
has been used since 2018 for the purpose of reference.



II. FINANCIAL HIGHLIGHTS As of March 31, 2019

1. Consolidated Financial Highlights

1-1. Revenue Yen in billions
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Note:

% NIPPON SEIKI CO., LTD. changed business segment from “Consumer-use products’ to
“Components” from fiscal year ending March 31, 2019. However, in the above table, Components
has been used since 2018 for the purpose of reference.

1-2. Consolidated Profit attributable to owners of the parent

Yen in billions
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Consolidated revenue for the fiscal year ending March 31, 2019, increased by 0.0% to ¥263,239 million,
operating profit increased by 0.7% to ¥14,215 million, and profit attributable to owners of the parent for the year
increased by 4.2% to ¥11,569 million.

1-3. Consolidated Financial Highlights

2017 2018 2019
Revenue (Yen in millions) 245,967 263,163 263,239
Operating profit (Yen in millions) 15,172 14,109 14,215
gzgtié"ﬁfi‘;gle to owners of parent 10,164 11,105 11,569
Basic profit per share 3% 177.51 193.94 202.03
Total assets (Yen in millions) 293,279 298,132 307,665
Total equity (Yen in millions) 169,969 176,281 186,447
Pauity per ;;lraeﬁ (ézg;b“table o 287305 2,975.34 3,142.61

Note:

2% Basic profit per share is calculated by the weighted average number of shares of common stock

outstanding during the year.



2. Non-Consolidated Financial Highlights As of March 31, 2019

2—1. Non-Consolidated Sales Yen in billions
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Note:

% NIPPON SEIKI CO., LTD. changed business segment from “Consumer-use products” to
“Components” from fiscal year ending March 31, 2019. However, in the above table, Components
has been used since 2018 for the purpose of reference.

2—2. Non-Consolidated Profit for the year Yen in billions
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Non-Consolidated sales for the fiscal year ending March 31, 2019, increased by 1.0% to ¥121,937 million,
ordinary income decreased by 7.9% to ¥6,014 million, and profit for the year decreased by 53.9% to ¥2,101
million.

2—3. Non-Consolidated Financial Highlights

2016 2017 2018 2019
Sales (Yen in millions) 114,703 117,415 120,752 121,937
Ordinary income (Yen in millions) 5,485 10,266 6.530 6.014
Profit for the year (Yen in millions) 4,414 5,392 4,558 2,101
Earnings per share (Yen) % 77.09 94.18 79.60 36.69
Dividend per share (Yen) 35.00 35.00 42.00 45.00
Total assets (Yen in millions) 197,879 205,595 202,863 203,580
Net assets (Yen in millions) 85,788 90,439 94,055 91,284
Common stock (Yen in millions) 14,494 14,494 14,494 14,494
Equity ratio (%) 43.3 43.9 46.3 44.7

Note:

% Earnings per share is calculated by the weighted average number of shares

outstanding during the year.

of common stock



II. FINANCIAL SECTION — Unaudited English translation from original Japanese-language statements

Financial Summary

Accounting standards IFRS (International Financial Reporting Standards)
. April 1, 2016
Fiscal year end (Transition date) March 31,2017 | March 31, 2018 March 31, 2019
Revenue
. — 245,967 263,163 263,239
(Millions of yen)
Profit before tax
. — 15,356 15,854 16,291
(Millions of yen)
Profit attributable to owners of the parent
. — 10,164 11,105 11,569
(Millions of yen)
Comprehensive income attributable to owners of
. — 10,341 7,938 12,144
the parent (Millions of yen)
Equity attributable to owners of the parent
o 156,649 164,500 170,381 179,969
(Millions of yen)
Total assets
o 296,127 293,279 298,132 307,665
(Millions of yen)
Equity per share attributable to owners of the
2,735.44 2,873.05 2,975.34 3,142.61
parent (Yen)
Basic profit per share
- 177.51 193.94 202.03
(Yen)
Diluted profit per share
- 177.27 193.67 201.74
(Yen)
Equity attributable to owners of the parent ratio
52.90 56.09 57.15 58.50
(%)
Return on equity attributable to owners of the
parent — 6.33 6.63 6.60
(%)
Price-to-earnings ratio
) - 13.49 9.96 8.86
(Times)
Net cash provided by operating activities
o - 16,504 22,522 16,815
(Millions of yen)
Net cash used in investing activities
. - (2,476) (13,263) (16,085)
(Millions of yen)
Net cash used in financing activities
. — (16,389) (4,461) (1,314)
(Millions of yen)
Cash and cash equivalents at end of year
- 41,548 38,212 42,637 42,128
(Millions of yen)
Number of employees 13,284 13,912 13,927 14,663
(Note)

1. NIPPON SEIKI CO., LTD. and its subsidiaries in Japan and overseas have adopted International Financial Reporting
Standards ("IFRS") and prepared the consolidated financial statements from the fiscal year ending March 31, 2018.
2. Consumption tax and other taxes are not included in revenue.



1 [Consolidated Financial Statements]

(1) [Consolidated Statement of Financial Position]

Notes March 31,2018 March 31,2019
Assets
Current assets
Cash and cash equivalents 727 42,637 42,128
Trade and other current receivables 8,27 50,542 48,038
Other current financial assets 9,27 62,212 68,113
Inventories 10 40,674 46,475
Other current assets 5,957 6,575
Total current assets 202,024 211,331
Non-current assets
Property, plant and equipment 11,13 61,459 63,228
Goodwill and intangible assets 12,13 5,229 7,010
Trade and other non-current receivables 8,27 16 170
Other non-current financial assets 9,27 25,294 21,965
Deferred tax assets 14 3,078 2,922
Other non-current assets 1,028 1,036
Total non-current assets 96,108 96,334
Total assets 298,132 307,665




Notes March 31,2018 March 31,2019
Liabilities and equity
Liabilities
Current liabilities
Trade and other current payables 15,27 44,583 42,837
Short-term loans 16,27 46,815 48,261
Other current financial liabilities 9,27,28 123 197
Income tax payables 1,904 1,966
Short-term employee benefits 18 4,356 4,706
Provisions 17 3,036 2,874
Other current liabilities 1,128 1,226
Total current liabilities 101,948 102,070
Non-current liabilities
Long-term loans 16,27 13,116 13,111
Other non-current financial liabilities 9,27,28 319 578
Long-term employee benefits 18 3,388 3,402
Provisions 17 68 70
Deferred tax liabilities 14 2,595 1,563
Other non-current lLiabilities 415 421
Total non-current liabilities 19,903 19,147
Total Liabilities 121,851 121,217
Equity
Common stock 14,494 14,494
Capital surplus 6,054 6,068
Retained earnings 153,117 162,106
Treasury stock (6,325) (6,320)
Other components of equity 3,040 3,620
Equity attributable to owners of the parent 170,381 179,969
Non-controlling interests 5,899 6,478
Total equity 176,281 186,447
Total Liabilities and equity 298,132 307,665




(2) [Consolidated Statement of Income]

(Unit: Millions of yen)

Notes Year ended March 31,2018 Year ended March 31,2019

Revenue 21 263,163 263,239
Cost of revenue (217,924) (217,644)
Gross profit 45,239 45,594
Selling, general and administrative expenses 22 (30,380) (31,832
Other income 23 818 1,099
Other expenses 23 (1,567) (646)
Operating profit 14,109 14,215
Finance income 24 2,392 2,654
TFinance costs 24 (649) (579)
Profit before tax 15,854 16,291
Income tax expense 14 (3,801) (3,869)
Profit for the year 12,052 12,421
Profit attributable to:

Owners of the parent 11,105 11,569

Non-controlling interests 947 852

Profit for the year 12,052 12,421
Earnings per share attributable to owners of the
parent:

Basic earnings per share(Yen) 25 193.94 202.03

Diluted earnings per share(Yen) 25 193.67 201.74



(8) [Consolidated Statement of Comprehensive Income]
(Unit: Millions of yen)

Notes Year ended March 31,2018 Year ended March 31,2019
Profit for the year 12,052 12,421
Other comprehensive income
Items that will not be reclassified to profit or loss, net
of tax:
Gains(losses) on financial assets measured at fair o (2.330)
value through other comprehensive income ’
fl{enllga}surements of mnet defined benefit % (34) 30
liabilities(assets)
Total comprehensive income (loss) that will not be
reclassified to profit or loss, net of tax 39 (2,300)
Items that may be reclassified to profit or loss, net of
tax:
Changes in fair value measurements of % 1990 -
available-for-sale financial assets ’
Foreign currency translation adjustments 26 (4,598) 2,874
Total comprehensive income (loss) that may be
reclassified to profit or loss, net of tax (8,307 2874
Other comprehensive income (loss) for the year 26 (3,341) 574
Total comprehensive income for the year 8,710 12,996
Comprehensive income attributable to:
Owners of the parent 7,938 12,144
Non-controlling interests 771 851
Comprehensive income for the year 8,710 12,996




(4) [Consolidated Statement of Changes in Equity]

For the year ended March 31, 2018

(Unit: Millions of yen)

Equity attributable to owners of the parent

Other components of equity
Gains (losses)
financi Remeasures
Notes | Common Capital Retained Treasusy | ol menamed | sttt
stock surplus earnings stock at fair value beneit
through other liabilities
comprehensive (assets)
income
Asof April 1,2017 14,494 6,110 144,068 (6,336) 7,396 -
Comprehensive income
Profit for the year - - 11,105 - - -
Other comprehensive — — — — 1,290 (42
income (loss) ’
Total comprehensive — - 11,105 — 1,290 49)
income (loss) ’ ’
Transactions with owners
Dividends paid 20 — — (2,004) - - -
Share-ba}sed payment 31 _ 18 _ _ _ _
transactions
Purchase of treasury _ _ _ © _ _
stock
Disposal of treasury stock — (20 — 21 — —
Acquisitions of non- . (54) _ _ _ _
controlling interests
Transfer from other
components of equity - - (42) - - 42
to retained earnings
Other - - © - - -
Total transactions with — 65) (2,056) 1 — 42
owners
As of March 31,2018 14,494 6,054 153,117 (6,325) 8,687 -
Equity attributable to owners of the parent
Note Othel.' components of equity Total equity Non-controlling S
otes Foreign attributable to interests cqnty
currency Total owners of the
translation parent
adjustments
As of April 1, 2017 (1,231) 6,164 164,500 5,468 169,969
Comprehensive income
Profit for the year - - 11,105 947 12,052
Other comprehensive (4,415) (3,166) (3,166) (175) (3,341)
income (loss)
Total comprehensive (4,415) (3,166) 7,938 772 8,710
income (loss)
Transactions with owners
Dividends paid 20 — — (2,004) (233) (2,237)
Share-ba}sed payment 31 _ _ 18 _ 18
transactions
Purchase of treasury _ _ _
Purd © ©
Disposal of treasury stock - - 1 - 1
Acquisitions of non- _ _
controlling interests (54) (106) (160)
Transfer from other
components of equity - 42 - - -
to retained earnings
Other - - () - ©
Total transactions with — 42 ©2,057) (340) (2,399)
owners
As of March 31, 2018 (5,646) 3,040 170,381 5,899 176,281




For the year ended March 31, 2019

(Unit: Millions of yen)

Notes

Equity attributable to owners of the parent

Common
stock

Capital
surplus

Retained
earnings

Treasury
stock

Other components of equity

Gains (losses)
on financial
assets measured
at fair value
through other
comprehensive
income

Remeasurements of
net defined
benefit
liabilities
(assets)

Asof April 1, 2018

14,494

6,054

153,117

(6,325)

8,687

Comprehensive income

Profit for the year

Other comprehensive
income (loss)

11,569

(2,330

Total comprehensive
income (loss)

11,569

(2,330

Transactions with owners
Dividends paid
Share-based payment
transactions

Purchase of treasury
stock

Disposal of treasury stock

Acquisitions of non-
controlling interests
Transfer from other
components of equity
to retained earnings

Other

20
31

18

®)

(2,576)

®)

1

@

Total transactions with
owners

13

(2,580)

4

@

As of March 31, 2019

14,494

6,068

162,106

(6,320)

6,364

Notes

Equity attributable to owners of the parent

Other components of equity

Foreign
currency
translation
adjustments

Total

Total equity
attributable to
owners of the
parent

Non-controlling
interests

Total equity

As of April 1, 2018

(5,646)

3,040

170,381

5,899

176,281

Comprehensive income

Profit for the year

Other comprehensive
income (loss)

2,902

574

11,569
574

852
©

12,421
574

Total comprehensive
income (loss)

2,902

574

12,144

851

12,996

Transactions with owners
Dividends paid
Share-based payment
transactions

Purchase of treasury
stock

Disposal of treasury stock
Acquisitions of non-
controlling interests
Transfer from other
components of equity

to retained earnings

Other

20

31

(2,576)
18

(V)

0

1

@274

(2,851)
18

(V)]

0

3

Total transactions with
owners

(2,556)

272)

(2,829)

As of March 31, 2019

(2,744)

3,620

179,969

6,478

186,447

10




(5) [Consolidated Statement of Cash Flows]

(Unit: Millions of yen)

Notes Year ended March 31,2018 Year ended March 31,2019
Cash flows from operating activities:
Profit before tax 15,854 16,291
Depreciation and amortization 9,142 9,101
Impairment loss 53 327
Interest and dividends income (2,392) (2,654)
Interest expense 186 224
(Gain) loss on sale of property,
. 113 29
plant and equipment
(Incr.ease) decrease in trade and other (895) 1,034
Receivables
(Increase) decrease in inventories 3,564 (5,684)
Increase(decrease) in trade and other 257) (1,060)
Payables
Increase (decrease) in provisions (1,146) (162)
Increase (decrease) in retirement 950 0
benefit liabilities
Foreign exchange losses(gains) (374) 431
Other, net 880 (@217
Subtotal 24,979 18,559
Interest and dividends received 2,234 2,672
Interest paid (244) (226)
Income taxes paid (4,002) (3,303)
Other, net (449 (885)
Net cash provided by operating activities 22,522 16,815
Cash flows from investing activities:
(Increase)decrease in time deposits, net (812 (3,397
Purchase of property, plant and (13,017 (13,121)
equipment and intangible assets
Proceeds from sale of property, plant
. . . 359 431
and equipment and intangible assets
Purchase of investment securities (66) (79)
Proceeds from sale of investment
o 0 7
Securities
Increase in loans receivable 5) (€8))
Collection of loans 281 8
Other, net © 78
Net cash used in investing activities (13,263) (16,085)
Cash flows from financing activities:
(Decrease) increase in short-term loans, (7.535) 1,048
Net
Proceeds from long-term loans 10,000 4,000
Repayments of long-term loans (4,400) (4,450)
Repayments of lease obligations 118 (123)
Dividends paid to non-controlling interests (244) (112)
Net decrease (increase) in treasury stock (45) 0
Dividends paid to owners of the parent 20 (2,004) (2,575)
Payments from changes in ownership
interests in subsidiaries that do not result (113) -
in change in scope of consolidation
Net cash used in financing activities (4,461) (1,314)
Foreign currency translation adjustments
: (373) 76
on cash and cash equivalents
Net increase (decrease) in cash and 4,424 (509)
cash equivalents
Cas.h apd cash equivalents at 7 38212 12,637
beginning of year
Cash and cash equivalents at end of year 7 42,637 42,128

11




[Notes to Consolidated Financial Statements]

1. Reporting Entity
Nippon Seiki Co., Ltd. (hereinafter the “Company”) is a company incorporated in Japan. The consolidated financial
statements for the fiscal year ended March 31, 2019 consist of the financial statements of the Company and its consolidated
subsidiaries (hereinafter the “Group”).
The Group’s primary businesses are business of instruments for automobiles, motorcycles, agricultural / construction

machines, boats, business of component and business of automobile sales.

2. Basis of Preparation
(1) Compliance with IFRS

The consolidated financial statements of the Group are prepared in accordance with International Financial Reporting
Standards (hereinafter “IFRS”) promulgated by the International Accounting Standards Board. Since the Company meets
all requirements of a “specified company applying designated International Financial Reporting Standards” stipulated in
Article 1-2 of the “Ordinance on Terminology, Forms, and Preparation Methods of Consolidated Financial Statements”
(Ordinance of the Ministry of Finance No. 28 of 1976), the Company prepares the consolidated financial statements in
accordance with IFRS under the provisions of Article 93 of said Ordinance.

The issue of consolidated financial statements were approved by Morito Sato, President of the Company on June 25, 2019.

(2) Basis of measurement
As stated in Note “3. Significant Accounting Policies,” the consolidated financial statements of the Group have been prepared

on a historical cost basis except for certain assets and liabilities, such as financial instruments measured at fair value.

(3) Functional and presentation currency
The consolidated financial statements of the Group are presented in Japanese yen which is the Company’s functional

currency. The units are in millions of yen and figures less than one million yen are rounded down to the nearest million yen.

(4) Changes in accounting policies
The Group has mainly adopted the following standards in the fiscal year ended March, 2019.

Standard Title QOutline of new and amended standards
IFRS 9 Financial Instruments Change in classification, measurement, and
recognition of financial instruments, etc.
IFRS 15 Revenue from Contracts with Comprehensive framework for revenue recognition
Customers

The changes and effects on the consolidated financial statements are as follows:

(IFRS 9 “Financial Instruments”)
The Group has implemented IFRS 9 “Financial Instruments” revised in July, 2014(hereinafter the “IFRS 9”) in the fiscal
year ended March, 2019. The new standard replaces IAS 39 “Financial Instruments: Recognition and Measurement”.
This standard includes changes in clarification of financial instruments, changes in recognition method of gains and losses
related to subsequent measurement of financial instruments, application of an expected loss model in which a loss allowance
is measured by considering probability of credit losses(impairment losses) using multiple scenarios based on future
expectations in measurement of receivables, simplification of requirements for assessing hedge effectiveness in general
hedge accounting and changes in recognition method of cost of hedging.
Equity instruments, which were previously classified as available-for-sale under IAS 39, are classified as financial assets
measured at fair value through other comprehensive income.
Debt instruments are classified as financial assets measured at amortized cost if both of the following conditions are met;
(@) the financial asset is held within a business model whose objective is to hold financial assets in order to collect
contractual cash flows.
(b) the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

Financial assets that are not measured at amortized cost are classified as financial assets measured at fair value. The group

12



applies transition provisions that permit not to restate prior consolidated statements in changes of the clarification and the
measurement.

Changes in the fair value of equity instruments measured at fair value through other comprehensive income are recognized
in other comprehensive income and the cumulative amount of other comprehensive income is transferred to retained
earnings when the instruments are derecognized.

On April 1, 2018, the Group changed the methodology of assessing impairment of its financial assets from the incurred loss
model stipulated in TAS 39 to the expected credit loss model stipulated in IFRS 9.

A loss allowance for lifetime expected credit losses is recognized for trade receivables that do not contain a significant
financing component, even the credit risk has not increased significantly since initial recognition.

In accordance with the transitional provisions of IFRS 9, the Group has not restated prior consolidated financial statements
but it has reassessed a loss allowance based on the expected credit loss model.

In accordance with the application of this standard, prior consolidated financial statements have not been restated because
the Group adopted the transitional provisions which permit recognition of the cumulative effects at transition date. There is

no material effect on the Group’s consolidated financial statements by the application of this standard.

(IFRS 15 “Revenue from Contracts with Customers”)

The Group has implemented IFRS 15 “Revenue from Contracts with Customers” issued in May, 2014 and “Clarifications to
IFRS 15” issued in April, 2016 (hereinafter the “IFRS 15” collectively) in the fiscal year ended March, 2019. The new
standard replaces IAS 18 “Revenue”, IAS 11 “Construction Contracts” and relevant application guidance.

In accordance with application of IFRS15, the Group recognizes revenue based on the following five-step approach except for
interest and dividends within the scope of IFRS 9 “Financial Instruments” and lease income within the scope of IAS 17

“Leases”, etc.;

Step 1 : Identify the contract(s) with a customer

Step 2 : Identify the performance obligations in the contract

Step 3 : Determine the transaction price

Step 4 : Allocate the transaction price to the performance obligations in the contract

Step 5 : Recognize revenue when (or as) the entity satisfies a performance obligation.

The Group’s primary operations are manufacture and sale of products in business of instruments for automobiles,
motorcycles, agricultural / construction machines, boats, business of component and sale of automobiles in business of
automobile sales.

For sale of products, revenue is recognized when products are transferred to customers because control is passed to
customers at a point in time of transfer and a performance obligation is satisfied. For sale of automobiles, revenue is
recognized when automobiles are transferred to customers. Revenue is measured at the amount of consideration contracted
with customers excluding discounts, rebates, and refunds, etc.

In accordance with the application of this standard, prior consolidated financial statements have not been restated because
the Group adopted the transitional provisions that permit recognition of the cumulative effects at transition date. There is no
material effect on the Group’s consolidated financial statements by the application of this standard.

3. Significant Accounting Policies
The following accounting policies are applied to all fiscal periods stated in the consolidated financial statements.

(1) Basis of consolidation
Subsidiaries are entities that are controlled by the Group. Control means that the Company has exposure or rights to
variable returns from its involvement with any investee and has the ability to affect those returns through its power over the
investee.
The financial statements of subsidiaries are included in the scope of consolidation from the date when control is obtained by
the Group until the date when it is lost.

13



When the accounting policies adopted by subsidiaries differ from those adopted by the Company, the financial statements of
the relevant subsidiaries are adjusted, when necessary. Intra-group balances of receivables and payables, intra-group
transactions, and unrealized gains and losses arising from intra-group transactions are eliminated in preparing consolidated
financial statements.

Non-controlling interests in subsidiaries are recognized separately from the Group’s interests. Comprehensive income for
subsidiaries is allocated to the equity attributable to owners of the parent company and non-controlling interests even if the

non-controlling interests result in a deficit balance.

(2) Business combinations
Business combinations are accounted for using the acquisition method. Consideration of acquisition in a business
combination is measured as the sum of the fair value on the acquisition date of the assets transferred, the liabilities assumed,
and equity instruments issued by the Company in exchange for control over an acquiree. If the consideration of acquisition
exceeds the fair value of identifiable assets and liabilities, the excess is recorded as goodwill. However, if the consideration of
acquisition is lower than the fair value of the identifiable assets and liabilities, the difference is recognized in profit or loss.

Changes in the ownership interests in subsidiaries without a loss of control are accounted for as equity transactions.

(3) Foreign currency translation
1) Foreign currency transactions

Each company of the Group defines its own functional currency as the currency of the primary economic environment in
which it operates, and measures transactions using its functional currency.
When each company prepares its standalone financial statements, transactions in currencies other than the functional
currency are translated using the exchange rate prevailing at the date of the transactions or an exchange rate that
approximates thereto.
Monetary assets and liabilities denominated in foreign currencies at the fiscal year-end are translated at the exchange rate
prevailing at the fiscal year-end.

Exchange differences arising from settlement or translation of accounts are basically recognized in profit or loss.

2) Financial statements of foreign operations
Assets and liabilities of foreign operations are translated into Japanese yen using the exchange rate at the fiscal year-end,
and income and expenses are translated at the average exchange rate for the fiscal year. However, if such an average
exchange rate is not considered as a reasonable approximation of the cumulative effect of the exchange rates at the
transaction dates, the exchange rates at the transaction dates are used. Translation differences arising from the translation
of financial statements of foreign operations are recognized in other comprehensive income. If control of foreign operations

is lost, cumulative translation differences of foreign operations are recognized in profit or loss in the period of disposal.

(4) Financial instruments
1) Financial assets
(@) Initial recognition and measurement
The Group divides all financial assets into three classifications - those measured at fair value through profit or loss, those
measured at fair value through other comprehensive income and those measured at amortized cost. This classification is
designated at initial recognition.
At 1nitial recognition, all financial assets are measured at fair value plus, in the case of a financial asset not at fair value
through profit or loss, transaction costs.
A financial asset are measured at amortized cost if both of the following conditions are met:
(a) the asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows.
(b) the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.
A financial asset is measured at fair value unless it is measured at amortized cost.
An equity instrument that is not held for trading elected to present subsequent changes in the fair value in other
comprehensive income at initial recognition is classified as a financial asset measured at fair value through other

comprehensive income and other financial assets measured at fair value are measured at fair value through profit or loss.

14



(ii) Subsequent measurement
After initial recognition, a financial asset is measured by classification as follows;

(a) A financial asset at amortized cost is measured at amortized cost using the effective interest method.

(b) A financial asset at fair value through profit or loss and at fair value through other comprehensive income are
measured at fair value after initial recognition and value changes are recognized in profit or loss and other
comprehensive income respectively. For financial assets measured at fair value through other comprehensive income,
amounts recognized in other comprehensive income are not subsequently transferred to profit or loss. However,
dividends from a financial asset at fair value through other comprehensive income are recognized in profit or loss
unless the dividend clearly represents a recovery of part of the cost of the investment.

Value changes of the fair value in a financial asset measured at fair value through other comprehensive income that are
recognized in other comprehensive income are presented in other components of equity in consolidated statement of

financial position. Upon derecognition, amounts in other comprehensive income are reclassified to retained earnings.

(iii) Impairment of financial assets
Expected credit losses are recognized through a loss allowance in financial assets measured at amortized cost. At every
reporting date, the group assesses whether the credit risk on that financial instrument has increased significantly since
initial recognition or not.
Aloss allowance at an amount equal to the 12-month expected credit losses is recognized if the credit risk of that financial
instrument has not increased significantly since initial recognition. A loss allowance at an amount equal to full lifetime
expected credit losses is recognized if the credit risk of that financial instrument has increased significantly since initial
recognition.
Aloss allowance at an amount equal to full lifetime expected credit losses is recognized to trade and other receivables that
are not contained a significant financing component.
If the amount of an impairment loss decreased by an event occurred after recognition of the impairment, the impairment

loss recognized in the past is reversed and recognized in profit and loss.

(iv) Derecognition
The Group derecognizes financial assets only when contractual rights to the cash flows from the financial assets are
extinguished, or when the Group transfers substantially all of the risks and economic value incidental to ownership of the

financial assets.

2) Financial liabilities
(@) Initial recognition and measurement
The Group divides financial liabilities into two classifications - those measured at fair value through profit or loss and those
measured at amortized cost. This classification is designated at initial recognition.
All financial liabilities are measured at fair value at initial recognition and transaction costs directly attributable to the
issuance of financial liabilities, other than financial liabilities measured at fair value through profit or loss, are deducted
from the fair value of the financial Liabilities.

(i) Subsequent measurement
After initial recognition, a financial liability is measured by classification as follows;
(a) Financial liabilities at fair value through profit or loss are measured at fair value after initial recognition, and any gain
or loss arising from remeasurement is recognized in profit or loss.
(b) Financial liabilities at amortized cost are measured at amortized cost mainly using the effective interest method after
initial recognition.
A gain or loss from extinguishment of amortization by effective interest method and derecognition of financial liabilities is

recognized in profit or loss.

(ii1) Derecognition
The Group derecognizes financial liabilities only when they are extinguished, i.e. when obligations specified in the contract
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are discharged, cancelled, or expired. When a financial liability is derecognized, the difference between the carrying amount
of the financial liability and the consideration paid or to be paid is recognized in profit or loss.

3) Offsetting financial assets and financial liabilities
Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statement of financial
position, if there is a currently enforceable legal right to offset the recognized amounts and if there is an intention of

settlement on a net basis, or of simultaneous realization of the assets and settlement of the liabilities.

4) Derivative financial instruments
Derivative financial instruments are initially recognized at fair value on the date when the derivative contract is entered
into and are subsequently remeasured at fair value.
Any gains or losses arising from changes in the fair value of derivatives are recognized directly to profit or loss except for
those that qualify for hedge accounting.
The Group uses derivative financial instruments, such as forward currency contracts, options and interest rate swaps, to
hedge foreign currency risk and interest rate risk.
At the inception of the hedge, the Group formally designates and documents the hedging relationship and the Group’s risk
management objective and strategy for undertaking the hedge.

The Group doesn’t have any hedged item that meets requirements of hedge accounting.

(5) Cash and cash equivalents
Cash and cash equivalents consist of cash on hand, demand deposits, and short-term investments that are readily
convertible and subject to an insignificant risk of changes in value and are due within three months from the date of

acquisition.

(6) Inventories
Inventories are measured at the lower of cost or net realizable value. The costs of inventories are determined based on the
weighted average method. Net realizable value is the estimated selling price in the ordinary course of business less

estimated costs of completion and estimated costs necessary to make the sale.

(7) Property, plant and equipment
Property, plant and equipment are measured at cost less any accumulated depreciation and accumulated impairment losses.
The cost of property, plant and equipment includes costs directly attributable to the acquisition, and restoration costs, etc.
Depreciation of each item of property, plant and equipment, other than land and construction in progress, is recorded using
the straight-line method over the estimated useful life of each item.

The main estimated useful lives are as follows:

- Buildings and structures 2 to 60 years
- Machinery, equipment and vehicles 2 to 15 years
- Tools, fixture and fixtures 2 to 25 years

The estimated useful lives, residual value, and depreciation method are reviewed every fiscal year and revised if necessary.

(8) Intangible assets
1) Software
Software for internal use is measured at cost at initial recognition. Internal and external expenses incurred at the
preparation stage are recorded as expenses when they are incurred, and internal and external expenses incurred at the
development stage are recorded in intangible assets.
Expenses incurred after the introduction of the software, such as maintenance expenditure, are recorded as expenses when
they are incurred. Amortization is recorded using the straight-line method over the estimated useful life (mainly 5 years).

The estimated useful lives and amortization method are reviewed every fiscal year and revised if necessary.
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2) Development cost
Expenditures arising from research activities to obtain new scientific or technical knowledge are recorded as expenses
when incurred.
Expenditures arising from development activities are recorded as intangible assets, only when all of the following
conditions are met:
(a) The Group has the technical feasibility of completing the intangible asset so that it will be available for use or sale.
(b) The Group has its intention to use or sell the intangible asset.
(¢) The Group has its ability to use or sell the intangible asset.
(d) Intangible asset will generate probable future economic benefits.
(e) The Group has the availability of adequate technical, financial and other resources to complete the development and to
use or sell the intangible asset.
(® The Group has its ability to measure reliably the expenditure attributable to the intangible asset during its
development.
Amortization is recorded using the straight-line method over the estimated useful life (5 years). The estimated useful lives

and amortization method are reviewed every fiscal year and revised if necessary.

(9) Leases
Leases are classified as finance leases (lessee) when all the risks and rewards of ownership of an asset in an arrangement are
substantially transferred to the Group, and all leases other than finance leases are classified as operating leases (lessee).
Leased assets under finance lease transactions (lessee) are initially recognized at the lower of the fair value of leased
properties or the present value of minimum lease payments, which were determined at the inception of the lease. After the
initial recognition, the leased assets are depreciated over the estimated useful life of the assets or the term of the lease,
whichever is shorter, based on the relevant accounting policies.
Lease payments are allocated to finance costs and payments of lease obligations in accordance with the interest method, and
financial costs are recognized in the consolidated statement of income.
In operating lease transactions (lessee), lease payments are recognized as expenses in the consolidated statement of income
using the straight-line method over the lease term. However, if the time pattern of benefits is more appropriately presented,
the lease payments are recognized as expenses in the period in which they are incurred.
Leases are classified as finance leases (lessor) when all the risks and rewards of ownership of an asset in an arrangement is
substantially transferred to the lessee.
Lease receivables under finance leases (lessor) are initially recognized at the net investment in the lease. After initial
recognition, the lease receivables are recognized in profit or loss in the period in which they are attributable after reflecting a

constant periodic rate of return on the net investment in the lease.

(10) Impairment of non-financial assets
The carrying amount of non-financial assets of the Company, excluding inventories and deferred tax assets, is evaluated
every fiscal year to determine whether there is any indication of impairment. If any such indication e