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CORPORATE PRINCIPLE

“Let us sow and nurture the seeds of global prosperity”

“Sow a seed now,” and take action to benefit people around the globe, bade our founder, Fusajiro Kanematsu,
setting a standard of public duty that we at Kanematsu continue to uphold through a commitment to ethical

business principles and corporate responsibility.

The beliefs and philosophies that inspired Fusajiro Kanematsu in the late nineteenth century Meiji period, a
time when Japan was striving to build a national economy, were encapsulated in the document Our Beliefs:

Kanematsu’s Guiding Principles in 1967, on the occasion of our merger with The Gosho Company.

Our Beliefs: Kanematsu’s Guiding Principles

1. Reflecting the pioneering spirit of our predecessors, we believe that fairness and justice should guide our

business dealings and the wise use of creative imagination and ingenuity will bring prosperity.

2. Our purpose as a Company is not only to build a sound and flourishing business, but to fulfill our

responsibilities as a corporate citizen, contributing to society and the security and well-being of all.

3. As members of a corporation, we act not as individuals but as representatives of that organization and as
such we are bound by Company rules and attendant loyalties and must work together with a spirit of

cooperation while cultivating mutual understanding and respect for fellow members.



To Our Shareholders

I would like to express my sincere gratitude to you, our

shareholders, for your continued support.

Kanematsu marks the 130th anniversary this year since
its foundation. During this long history, we overcame a
number of difficulties and adopted changes with the
times. Currently we are pushing forward with

future 135 our medium-term vision to celebrate the
135th anniversary of its founding with the aim of
achieving further growth path. In addition to pursuing
expansion of the revenue base continuously through
effective business investments and acquisition of added
value, the Company has also worked to promote new
businesses to translate technological innovation such as

IoT and Al into its business opportunities.

The environment surrounding our business keeps
changing. The Kanematsu Group intends to broaden its
horizons toward international society and embrace
challenges on social issues to create new markets and
values, which is believed to be leading to sustainable
development of global environment and society, and the
growth of the Kanematsu Group. Working to meet the
expectations of all our stakeholders, we will further
strengthen our efforts in our aim to generate values that

are unique to the Kanematsu Group.

I would like to take the opportunity to ask our
shareholders for your continued understanding and

support.

Kaoru Tanigawa
President



(Stock Exchange No.: 8020)
May 31, 2019

NOTICE OF
THE 125TH ORDINARY GENERAL MEETING OF SHAREHOLDERS

Dear Shareholder:

You are cordially invited to attend the 125th Ordinary General Meeting of Shareholders of Kanematsu
Corporation (hereinafter “the Company”) to be held as indicated below.

If you are unable to attend the meeting in person, you may exercise in one of the following methods. After
reviewing the enclosed reference materials, please exercise your voting rights by no later than 5:10 p.m. on
Thursday, June 20, 2019 (JST).

Sincerely,

Kaoru Tanigawa, President
Kanematsu Corporation
119 Ito-machi, Chuo-ku, Kobe

[Exercising voting rights in writing]
Please indicate “for” or “against” for each agenda item listed in the enclosed Ballot Form, and return it
to the Company by no later than the above mentioned exercise deadline.

[Exercising voting rights by electromagnetic means (via the Internet, etc.)]
Please access the website designated by the Company (https://www.web54.net) provided for
exercising your voting rights and follow the instructions on the screen to indicate “for” or “against” for
each agenda item by the above mentioned exercise deadline.



Meeting Details

1. Date: June 21, 2019 (Friday) at 10:00 a.m.

2. Place: Tokyo Head Office of Kanematsu Corporation, 19th Floor Conference Room,
Seavans North Bldg., 1-2-1 Shibaura, Minato-ku, Tokyo
*  Please note that the floor for the Meeting differs from that of the previous Meeting.

3. Meeting Agenda

Items to Be Reported:
1. Business Report, Consolidated Financial Statements and Audit Reports of Consolidated Financial
Statements by the Accounting Auditor and the Audit & Supervisory Board, for the 125th Fiscal Term
(April 1, 2018 to March 31, 2019)
2. Non-Consolidated Financial Statements for the 125th Fiscal Term (April 1, 2018 to March 31, 2019)
Items to Be Resolved:
Item 1: Election of Six (6) Directors
Item 2: Election of Three (3) Audit & Supervisory Board Members

Of the documents to be included with this notice, pursuant to laws and regulations and provisions of the Articles of Association of the
Company, the Notes to the Consolidated Financial Statements and Notes to the Non-Consolidated Financial Statements are disclosed
on our website rather than being included in the documents accompanying this notice.

The documents accompanying this notice and the documents posted on the website below include an audit report and an accounting
audit report that were audited by the Audit & Supervisory Board Members and the Accounting Auditor during preparation,

respectively.
If there are any amendments to the reference materials, Business Report, the Non-Consolidated Financial Statements or Consolidated

Financial Statements, the revised version will be posted on our website.

Company’s website: http://www.kanematsu.co.jp



Reference Materials for the General Meeting of Shareholders

Item 1: Election of Six (6) Directors

The terms of office for all eight (8) Directors will expire at the conclusion of this General Meeting of
Shareholders. In this regard, the Company proposes to elect six (6) Directors, lowering the number of Directors
by two (2) to enhance the efficiency of the management system.

The candidates for Director are as follows:

Candidate . . . Date of Birth Number of the Company’s
1 Masayuki Shimojima | Reelection shares owned
No. August 6, 1951 25,100 shares

O Career Summary, Positions and Responsibilities in the Company
(Significant Concurrent Positions)
Y Apr. 1974 Joined the Company
Jul. 1995 Vice-President, Kanematsu USA Inc.
Jul. 2000 General Manager, IT Administration Office, the Company
Jun. 2002 President, Kanematsu USA Inc.
Jun. 2006 Director, the Company
Jun. 2009  Managing Director, the Company
Apr. 2010  President & CEO, the Company
Jun. 2017 Chairman, the Company (To the present)

O Reasons for nomination as candidate for Director

While serving as President & CEO from 2010, Mr. Masayuki Shimojima was responsible for
making decisions on important matters in the management and supervision of the execution of
operations, with a wealth of experience, track record, and knowledge as a manager. Since
being appointed as Chairman in 2017, he has contributed to supervising the management of
the Kanematsu Group, and is thus re-nominated as a candidate for Director.




Candidate Date of Birth Number of the Company’s

2 Kaoru Tal’llgawa Reelection shares owned
No. September 24, 1958 | 19,900 shares

O Career Summary, Positions and Responsibilities in the Company
(Significant Concurrent Positions)
Apr. 1981  Joined the Company
Jul. 2004 General Manager, Somerset Branch, Kanematsu USA Inc.
‘?";J;“."f(,—::.w ) Jan. 2008 General Manager, Information & Electronics Department, the Company
wae Jun. 2010 Temporary transferred to Kanematsu Communications Ltd.
Director, Kanematsu Communications Ltd.

Apr. 2011 General Manager, Corporate Planning Department, the Company
Jun. 2013 Director, the Company

Jun. 2014  Retired from office of Director of the Company according to revision for
improvement of executive officer system

Managing Executive Officer, the Company
Jun. 2015 Director, Senior Managing Executive Officer, the Company
Jun. 2017  President, the Company (To the present)

-

O Reasons for nomination as candidate for Director
Mr. Kaoru Tanigawa was appointed as a Director in 2013, responsible for the Electronics and
Devices Division and Corporate Planning. He has contributed to business expansion and
development of management strategies, with a wealth of experience and broad knowledge.
Since being appointed as President in 2017, he has demonstrated leadership in promoting the
Group’s management, and is thus re-nominated as a candidate for Director.

Candidate . . Date of Birth Number of the Company’s

No. 3 YOShlya Mlyabe Reelection shares owned

January 21, 1959 11,200 shares

O Career Summary, Positions and Responsibilities in the Company

Apr. 1983 Joined the Company

Apr. 1999  Manager, Section 1, Industrial Electronics Department, the Company
Jun. 2001  Worked at Chicago Branch, Kanematsu USA Inc.

Feb. 2006  General Manager, Industrial Electronics Department, the Company
Jun. 2012 Director, the Company

Jun. 2014 Retired from office of Director of the Company according to revision for
improvement of executive officer system

Managing Executive Officer, the Company
Jun. 2018 Director, Senior Managing Executive Officer, the Company (To the present)

(incumbent) Chief Officer, Motor Vehicles and Aerospace Division,
General Manager, Osaka Branch, General Manager, Nagoya Branch
Chief Officer, Technologies and Business Collaboration

O Significant concurrent position

Outside Executive Director, Kaneyo Co., Ltd.

O Reasons for nomination as candidate for Director

Since joining the Company, Mr. Yoshiya Miyabe has been engaged primarily in the motor
vehicles & parts and industrial electronics businesses. He was appointed as a Director in
2012 and has contributed to strengthening revenue base such as through development of
overseas supply chains. Due to his wealth of experience and broad knowledge, he is re-
nominated as a candidate for Director.



Candidate
No. 4 Tetsuro Tsutano

Number of the Company’s

Date of Birth shares owned

Reelection

April 3, 1969 8,700 shares

O Career Summary, Positions and Responsibilities in the Company
(Significant Concurrent Positions)

Apr. 1992
Aug. 2007

Apr. 2012
Apr. 2013
Jun. 2017
Jun. 2018

Joined the Company

Manager, Managerial Accounting Section, Accounting Department, the
Company

Manager, Finance Section, Finance Department, the Company

General Manager, Finance Department, the Company

Director, Executive Officer, the Company

Director, Senior Executive Officer, the Company (To the present)

(incumbent) Chief Officer, Finance, Accounting, Business Accounting

O Reasons for nomination as candidate for Director
Since joining the Company, Mr. Tetsuro Tsutano has been engaged in finance and accounting.

He has contributed to strengthening the Company’s sound financial condition. Due to his
wealth of experience and broad knowledge, he is re-nominated as a candidate for Director.

Candidate o
No. 5 Seiichi Katayama

. . Number of the Company’s
Outside |Independent Date of Birth shares owned

Reelection .
Director | officer April 18, 1943 0 shares

O Career Summary, Positions and Responsibilities in the Company

Apr. 1971
Sep. 1980
Apr. 1987
Dec. 1993

Apr. 2000

Apr. 2007

Apr. 2013
Apr. 2014
Jun. 2015
Apr. 2017

Assistant, Kobe University of Commerce
Visiting Professor at The Evergreen State College
Professor, Kobe University of Commerce

Professor, Research Institute for Economics and Business Administration, Kobe
University

Director, Research Institute for Economics and Business Administration, Kobe
University

Professor Emeritus, Kobe University (To the present)

Professor, Faculty of Business and Commerce, Aichi Gakuin University
Professor, Faculty of Economics, Aichi Gakuin University

Visiting Professor, Faculty of Economics, Aichi Gakuin University
Outside Director, the Company (To the present)

Specially Appointed Researcher, Aichi Gakuin University (To the present)

O Significant concurrent position
Professor Emeritus, Kobe University

O Reasons for nomination as candidate for Outside Director

Although Mr. Seiichi Katayama has not been directly involved in corporate management in
ways other than being an outside corporate officer, he is a university professor specializing in
economics and has been committed to management advisory and appropriate supervision of
the execution of operations as an Outside Director of the Company, based on his extensive
expertise and deep insight regarding corporate management. Thus, he is re-nominated as a
candidate for Outside Director.



Candidate

No. 6

(Notes) 1.
2.
3.

. . Number of the Company’s
Yuko Tahara New Outside |Independent Date of Birth <hares owned

election | Director officer October 9, 1959 0 shares
O Career Summary, Positions and Responsibilities in the Company
(Significant Concurrent Positions)

Apr. 1991  Joined MANPOWER JAPAN Co., Ltd.

Aug. 1993 Joined RIC Co., Ltd
General Manager, House Electrification Promotion Office, RIC Co., Ltd

Jul. 1998 President and CEQ, Basic Inc. (To the present)

Jun. 2012 Representative Director, Frame & Work Module Promotion Association (To the
present)

Jun. 2018  Outside Director (Audit and Supervisory Committee Member),
Sanyo Homes Corporation (To the present)

O Significant concurrent position

President and CEQO, Basic Inc.

Representative Director, Frame & Work Module Promotion Association

Outside Director (Audit and Supervisory Committee Member), Sanyo Homes Corporation

O Reasons for nomination as candidate for Outside Director

Ms. Yuko Tahara possesses a wealth of experience in corporate management and deep insight
gained through experiences in human resources and organizational consulting businesses. She
is thus newly nominated as a candidate for Outside Director and expected to be committed to

management advisory and appropriate supervision of the execution of operations.

There is no special interest between any of the candidates and the Company.

Mr. Seiichi Katayama and Ms. Yuko Tahara are candidates for Outside Director.

At the conclusion of this meeting, Mr. Seiichi Katayama’s tenure as Outside Director will have been four
years.

. Limited liability agreement with Outside Directors

(1) The Company has entered into an agreement with Mr. Seiichi Katayama with regard to limitation of
liability for damages stipulated in Article 423, paragraph | of the Companies Act, pursuant to the
provisions of Article 427, paragraph 1 of the said act. If his reelection is approved and adopted, the
Company plans to renew the agreement with him. The maximum amount of liability for damages under
this agreement is the minimum liability amount provided for in Article 425, paragraph 1 of the
Companies Act.

(2) If this proposal is approved and adopted, the Company plans to enter into an agreement with Ms. Yuko
Tahara with regard to limitation of liability for damages stipulated in Article 423, paragraph | of the
Companies Act, pursuant to the provisions of Article 427, paragraph 1 of the said act. The maximum
amount of liability for damages under this agreement is the minimum liability amount provided for in
Article 425, paragraph 1 of the Companies Act.

. The Company has submitted notification to Tokyo Stock Exchange, Inc. that Mr. Seiichi Katayama has been

appointed as an independent officer as provided for by the aforementioned exchange. The Company plans to
submit notification to Tokyo Stock Exchange, Inc. that Ms. Yuko Tahara is appointed as an independent
officer as provided for by the aforementioned exchange.



Item 2: Election of Three (3) Audit & Supervisory Board Members

The terms of office for Audit & Supervisory Board Members, Messrs. Fumihiko Nashimoto, Yonosuke Yamada
and Tsukasa Miyachi will expire at the conclusion of this General Meeting of Shareholders. Accordingly, the
Company proposes to elect three (3) Audit & Supervisory Board Members.

The candidates for Audit & Supervisory Board Member are as follows:

Prior to our proposal of this item, we have already obtained the consent of the Audit & Supervisory Board.

Candidate Date of Birth Number of the Company’s

No. 1

New shares owned

Tetsuro Murao

election April 3, 1952 8,600 shares

O Career Summary and Positions in the Company

Apr. 1976 Joined the Company

Jun. 2009  Director, the Company

Jun. 2011 Managing Director, the Company

Jun. 2014  Director, Senior Managing Executive Officer, the Company

Jun. 2015 President, Shintoa Corp.

Jun. 2018 Outside Director (Audit and Supervisory Committee Member), Kanematsu
Sustech Corporation (To the present)

O Significant concurrent position

Outside Director, Kanematsu Sustech Corporation

O Reasons for nomination as candidate for Audit & Supervisory Board Member

Mr. Tetsuro Murao has held positions as a Director of the Company and other important
positions for a long period of time. Because he is expected to reflect his wealth of experience
and insight over corporate management in general to auditing of the Company, he is newly
nominated as a candidate for Audit & Supervisory Board Member.




Candidate . . Outside Audit Date of Birth Number of the Company’s
2 Tsukasa MlyaChl Reelection | & Supervisory IndefPfendent ale ot B shares owned
No. Board Member| ~ OMCer April 3, 1946 0 shares

O Career Summary and Positions in the Company

Apr. 1970  Joined Chuo Audit Corporation

Aug. 1985  Partner, Chuo Audit Corporation

Aug. 1989  Representative Partner, Chuo Shinko Audit Corporation

Jun. 1997 Executive Board Member, Osaka Office Manager, Chuo Audit Corporation

May 2000  Retired from office of Executive Board Member, ChuoAoyama Audit
Corporation

Jun. 2004  Retired from office of Osaka Office Manager, ChuoAoyama Audit Corporation
Jul. 2007 Retired from MISUZU Audit Corporation

Aug. 2007  Opened Miyachi public accounting firm (To the present)

Jun. 2015 Outside Audit & Supervisory Board Member, the Company (To the present)

O Significant concurrent position

Certified public accountant

O Reasons for nomination as candidate for Outside Audit & Supervisory Board Member
The Company requests that Mr. Tsukasa Miyachi be reelected as Outside Audit &
Supervisory Board Member because his specialist knowledge and experience relating to
accounting, which he has accumulated as a certified accountant, have been reflected in the
auditing of the Company.

Candidate Outside Audit . Number of the Company’s
: New . Independent Date of Birth
3 Yusaku Kurahashi dlosin | & Supervisory [ MERET shares owned
No. Board Member October 29, 1980 0 shares

O Career Summary and Positions in the Company

Dec. 2007  Registered as an attorney at law
Dec. 2007  Joined NAKAMURA, TSUNODA & MATSUMOTO
Jan. 2015 Partner, NAKAMURA, TSUNODA & MATSUMOTO (To the present)

O Significant concurrent position

Attorney at law

O Reasons for nomination as candidate for Outside Audit & Supervisory Board Member
Although Mr. Yusaku Kurahashi has not been directly involved in corporate management,
he is newly nominated as a candidate for Outside Audit & Supervisory Board Member as
we expect him to leverage his specialist knowledge and experiences as attorney-at-law for
audit on the Company.

(Notes) 1. There is no special interest between any of the candidates and the Company.
2. Messrs. Tsukasa Miyachi and Yusaku Kurahashi are candidates for Outside Audit & Supervisory Board
Member.
3. At the conclusion of this meeting, Mr. Tsukasa Miyachi’s tenure as Outside Audit & Supervisory Board
Member will have been four years.
4. Limited liability agreement with Audit & Supervisory Board Members
(1) The Company has entered into an agreement with Mr. Tsukasa Miyachi with regard to limitation of
liability for damages stipulated in Article 423, paragraph 1 of the Companies Act, pursuant to the
provisions of Article 427, paragraph 1 of the said act. If his reelection is approved and adopted, the
Company plans to renew the agreement with him.
The maximum amount of liability for damages under this agreement is the minimum liability amount
provided for in Article 425, paragraph 1 of the Companies Act.
(2) [Ifthis proposal is approved and adopted, the Company plans to enter into agreements with Messrs.
Tetsuro Murao and Yusaku Kurahashi with regard to limitation of liability for damages stipulated in
Article 423, paragraph 1 of the Companies Act, pursuant to the provisions of Article 427, paragraph 1 of
the said act.
The maximum amount of liability for damages under this agreement is the minimum liability amount
provided for in Article 425, paragraph 1 of the Companies Act.
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5. The Company has submitted notification to Tokyo Stock Exchange, Inc. that Mr. Tsukasa Miyachi has been
appointed as an independent officer as provided for by the aforementioned exchange.
The Company also plans to submit notification to Tokyo Stock Exchange, Inc. that Mr. Yusaku Kurahashi is
appointed as an independent officer as provided for by the aforementioned exchange.
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(Attached documents)

BUSINESS REPORT (from April 1, 2018 to March 31, 2019)
1. Items Regarding Status of Group Operations

(1) Overview of Operations

In the fiscal year under review, the global economy continued to grow moderately, despite concerns
about irregularities in the financial market and the escalation of trade friction.

The U.S. economy was in a sustainable expansionary phase, anticipating the longest period of economic
expansion in the post-war era, driven by firm consumer spending, improvements in employment and
income conditions and the effect of tax cuts derived from tax reforms, while it faced irregularities in the
financial market evolved from the monetary policy of the FRB. However, in the European economy,
Brexit, a slowdown in Germany’s economy and Italy’s financial instability gave cause for concern.
Emerging Asian countries also experienced a modest downturn mainly due to interest rate rises and
growth in the Chinese economy decelerated due to the intensified trade friction.

The Japanese economy continued to grow moderately due to the expansion of capital investment and
employment and firm corporate earnings, while it was also affected by the global economy.

In this environment, the results of the Group in the fiscal year under review are as shown below.

Both revenue and profit decreased in the energy business, which was affected by falling crude oil prices,
and in the motor vehicles and parts business, where transactions in the Middle East declined due to the
U.S. economic sanctions. Both revenue and profit fell in the semiconductor parts and manufacturing
equipment business, which was affected by the U.S.-China trade friction. However, the overall results
were driven by the businesses that recorded increases in both revenue and profit in business domains
such as the ICT solutions business, which profited from strong IT investment demand, the mobile
business, where synergies from the integration of mobile phone sales agent subsidiaries continued, the
feedstuff business, which benefited from stable mixed feed, and the acrospace business, where aircraft
parts transactions with government ministries and agencies and overseas were strong.

As a result, revenue for the current fiscal year came to ¥723,849 million, up ¥9,059 million (1.3%) year
on year. Gross profit rose ¥3,643 million (3.4%) year on year to ¥110,014 million. Operating profit rose
¥4,189 million (16.0%) year on year to ¥30,349 million, reflecting an increase in gross profit, etc.
Furthermore, profit before tax rose ¥3,134 million (12.0%) year on year to ¥29,177 million, as a result of
an improvement in finance income, offsetting the deterioration of the share of profit (loss) of investment
accounted for using the equity method from the previous fiscal year, and profit for the year attributable
to owners of the parent rose ¥288 million (1.8%) year on year to ¥16,605 million. As a result, the ratio of
profit attributable to owners of the parent to equity attributable to owners of the parent or equity capital
(ROE) stood at 13.8%.

In regard to maintaining financial soundness, in addition to increasing total assets by increasing current
assets, the Company also increased equity attributable to owners of the parent (shareholders’ equity) by
such methods as accumulating retained earnings. As a result, the ratio of equity attributable to owners of
the parent (equity ratio) came to 22.8%. The net debt-equity ratio (net D/E ratio) was 0.4 times. In this
way, the Company maintained its financial soundness.
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Overview of performance by business segment

Electronics & Devices

Revenue  ¥265,530 million (up 0.8% year on year)

The ICT solutions business continued to perform solidly due to IT investment demand

in the server and storage markets mainly from the manufacturing and service

industries and government ministries and agencies. The mobile business remained 36.7%
strong, reflecting the continued manifestation of synergies from the integration of

mobile phone sales agent subsidiaries. In the industrial electronics business, the

results were enhanced chiefly by large orders, which were recorded in the fourth

quarter, at a card printer business that the Company made into a wholly-owned subsidiary in December
last year. The semiconductor parts and manufacturing equipment business struggled due to a decline in
demand. As a result, overall segment revenue and profit increased year on year.

Revenue ¥244,859 million (up 5.9% year on year)

In the feedstuff business, feedstuff prices in Japan were stable, and livestock feed and

aquafeed performed strongly. The food business was robust supported by the raw

material market where transactions involving agricultural processed products 33.8%
stabilized, and by growing demand for our products due to rising health awareness.

The meat products business remained firm, despite some fluctuation in prices. As a

result, overall segment revenue and profit increased year on year.

Steel, Materials & Plant

Revenue ¥139,436 million (down 8.9% year on year)

The energy business faced a hard time due to a temporary fall in oil prices. In the iron

and steel business, some exports were adversely affected by trade issues, but domestic

transactions were steady on the back of firm domestic demand. The oilfield tubing 19.3%
business in North America remained strong on the back of strong demand for drilling.

The machine tools and industrial machinery business remained strong thanks to firm

demand, especially in Japan. In the chemicals business, transactions of

pharmaceuticals also remained strong. As a result, overall segment revenue decreased, and profit
increased year on year.
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Motor Vehicles & Aerospace

Revenue  ¥62,063 million (up 14.0% year on year)
-~

In the aerospace business, the aircraft parts business, the main business, was steady

while the inclusion of the rocket launching business extended the business scope. In

the motor vehicles and parts business, transactions in the Middle East declined, but 8.6%
the parts business, the main business, remained firm on the back of the expansion of

the Asian market. In reaction to advanced technologies in the age of CASE and MaaS,

a base for investment was established in Silicon Valley in North America. As a result,

overall segment revenue and profit increased year on year.

Revenue ¥11,960 million (down 5.8% year on year)

In the other business, while an impairment of fixed assets associated with the transfer 1.6%
of the golf business was recorded in the previous year, there is no such particular

factor in the current fiscal year. As a result, overall segment revenue decreased, and

profit increased year on year.

(Revenue by business segment)

Business Segment Amount Share of Total Revenue | Year-on-year Change
u g (million yen) (%) (%)

Electronics & Devices 265,530 36.7 0.8
Foods & Grain 244,859 33.8 5.9
Steel, Materials & Plant 139,436 19.3 (8.9)
Motor Vehicles & 62.063 36 14.0
Aerospace
Other 11,960 1.6 (5.8)
Total 723,849 100.0 1.3

(Note) Inter-segment transactions have been eliminated.

(2) Capital Investment

No items to report.

(3) Financing Activities

In its financing activities, the Group follows a basic policy of low-cost and stable financing which is
essential to achieve “sustainable growth” targeted in the medium-term vision for the six years /Z7ure 135,

In the current fiscal year, the Group procured funds using indirect financing while ensuring a sufficient
level of cash and cash equivalents and maintaining a suitable debt-equity balance. The Group also
redeemed ¥5 billion in straight corporate bonds that had matured.

As aresult, at the end of the current fiscal year, the balance of net interest-bearing debt stood at ¥49,969
million, a year-on-year decrease of ¥9,076 million from the end of the previous fiscal year.
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(4) Status of Significant Business Realignments

Not applicable.

(5) Issues to Be Addressed.

Medium-term vision /ZZzre 135

The Group has established and has been following /z/Zz7e 135, its six-year medium-term vision (for
April 2018 through March 2024), since the previous fiscal year.

(1) Quantitative targets

In /uture 135, the Company will continue to extend the strong businesses of the Kanematsu Group and
achieve sustainable growth in business areas with a stable revenue base. It aims to achieve consolidated
profit for the year of ¥25 billion by pursuing the expansion of the revenue base and the enhancement of
added value through effective business investments.

The Company will focus on capital efficiency based on the stability of the revenue and financial
structures, setting the payout ratio (total return ratio) at 25-30%.

Final Year Target (the fiscal year March 31, 2019
ending March 31, 2024) Results
Consolidated profit for the year ¥25.0 billion ¥16.6 billion
ROE 13% - 15% 13.8%
Total return ratio 25% - 30% 30.3%

(Note) Consolidated profit for the year is profit for the year attributable to owners of the parent.

(2) Priority initiatives and progress at the end of current fiscal year

(i) Sustainable growth in fundamental businesses and the expansion of the revenue base through
business investments.

The Company will achieve sustainable growth in fundamental businesses and carry out business

investments while achieving a balance between capital and risk assets, based on its stable financial

structure. The Company promoted business investments in areas of strength in the two strategies

focused on the “revenue base expansion” and the “value added,” and carried out mainly the

following business investments in the current fiscal year.

¢ The Company made G-Printec, Inc., which has the printer design and development functions, a
wholly owned subsidiary to respond to diversified customer needs and to bring synergy to the
card printer business, which is one of the key businesses of the Electronics & Devices
segment.

*  Inthe Steel, Materials & Plant segment, the Company entered into a capital alliance with a
Korean steel plate processing manufacturer in order to increase synergy in the Group’s steel
business.

(i1) Response to technological innovation

The Company will make “innovation investment” in areas peripheral to the current business areas
for future growth, and promote and expand new businesses structured around advanced
technologies such as loT and Al

In the current fiscal year, the Company established a base for investment in Silicon Valley in North
America and participated in a fund that invests mainly in the cybersecurity area for the cultivation
and development of advanced technologies, and for cooperation and collaboration with start-ups in
preparation for the coming age of CASE and Maas.
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(ii1) Establishment of management infrastructure for achieving sustainable growth

The Company will build a global framework including expansion of business companies in key
overseas locations. The Company will continue to facilitate the development of human resources to
train the next generation of corporate leaders while striving to improve employee satisfaction (ES)
such as promotion of workstyle reforms.

In developing the next generation of corporate leaders, the Company implemented a managers
training program from the previous fiscal year in which the participants develop the ability to
manage business and organizations from a management perspective, to facilitate the development of
human resources that are prepared for global frameworks, including expansion of business
companies in key overseas locations.

For the promotion of workstyle reforms and the improvement of employee satisfaction (ES), the
Company improved and expanded the “Bronze Week” system, a system for the planned allocation
of annual paid leave, as it did in the previous fiscal year, as part of the promotion of workstyle
reforms.

As a result, the profit for the year attributable to owners of the parent came to ¥16,605 million in
the first year of /zZz72 135, up ¥288 million (1.8%) year on year toward the target of ¥25 billion
set out in /«7zr¢ 135, Furthermore, the ratio of profit attributable to owners of the parent to equity
attributable to owners of the parent or equity capital (ROE) achieved 13.8%, maintaining the level
of 13% - 15%.

Since the profit for the year outperformed the forecast at the beginning of the year, and the
operating profit also rose 16% year on year demonstrating the solid revenue structure, the Company
increased the amount of dividend by ¥10 from the initially announced forecast of year-end
dividend, and annual dividends per share will be ¥60, which resulted in a payout ratio of 30.3%,
which is approximately the upper value of the target of total return ratio.

(3) Forecast for the next fiscal year

As for the global economy in the next fiscal year, the employment condition and personal spending are
expected to be firm in the United States. Meanwhile, there is concern about fewer effects of tax cuts and
changes in financial markets. In Europe, Brexit and the political conditions in some countries will
remain causes for concern. China’s economy will continue to be affected by trade frictions, and Asia and
emerging countries has been hit by the economic slowdown in China. Accordingly, the global economic
outlook is likely to remain uncertain.

In Japan, demand for capital investment is expected to be firm, and the employment condition will likely
remain favorable. However, there is concern about the effects of trends in the global economy and the
consumption tax hike planned for October 2019.

In this environment, the Company will carry out the expansion of its business scale and the enhancement
of added value through effective business investments to continue to extend the strong businesses and to
achieve sustainable growth in business areas with a stable revenue base. Based on these efforts, the
Company forecasts that the profit for the year attributable to owners of the parent will be ¥17 billion in
the next fiscal year.

As for the forecast for the dividend in the next fiscal year, the Company plans to pay ¥60 of annual
dividends per share aiming at 29.6% of payout ratio, which is approximately the upper value of the
target of total return ratio.

*Note on earnings forecasts

Earnings forecasts and other forward-looking statements contained in this material are projections based on
information available to the Company on the date of the announcement of this material and reasonable
assumptions. Accordingly, please note that the actual results may differ significantly from the forward-looking
statements in this material due to various factors.
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(6) Trend in Assets and Profit/Loss

Catesor 122nd Term | 123rd Term | 124th Term (Fiscallzf:rhurgee‘;‘r‘e‘view)
gory (FY2016) (FY2017) (FY2018) (yFY2019)

Revenue million yen 668,374 675,579 714,790 723,849
Profit for the year

attributable to million yen 8,959 8,049 16,317 16,605
owners of the parent

Basic earnings per share  yen 106.46 95.64 193.79 198.22
Total assets million yen 443,592 479,717 519,889 549,459
Total equity million yen 120,706 129,863 147,050 158,698

(Notes) 1. Pursuant to Article 120, paragraph 1 of the Regulation on Corporate Accounting, the Company has been
preparing its consolidated financial statements in accordance with the International Financial Reporting
Standards (IFRSs), commencing with those for the 123rd term. For ease of reference, the figures shown
here for the 122nd term are also stated in accordance with the International Financial Reporting Standards
(IFRSs).

2.Basic earnings per share of the 125th term is calculated based on the average number of issued shares
during the period after the shares of the Company owned by the stock delivery trust for officers are
deducted.

3. The Company conducted a consolidation of shares of its common stock at a rate of one share for every five
shares on October 1, 2017. Basic earnings per share is calculated based on the assumption that the
consolidation of shares was conducted at the beginning of the 122nd term.

(7) Significant Subsidiaries

. Equity
Capital Share

Company Name (million yen)

Major Areas of Operation

(%)
Kanematsu Electronics Ltd. 9.031| 5821 Development, sales and maintenance of IT
system products and software
Sales of mobile communication related and
Kanematsu Communications Ltd. 1,425 | 100.00 | network related equipment and services

therefor

Sales of security equipment; geotech (ground
Kanematsu Sustech Corporation 3,325| 52.83 | improvement works); wood machining;
petroleum products business

Kanematsu Trading Co 260 | 100.00 Sales of general steel and construction
g Lorp. "7 | materials
Kanematsu KGK Co 706| 97.84 Sales of machine tools and industrial
P """ | machinery
Kanematsu Petroleum Corp. 1,000 | 100.00 Sales of petroleum products and liquid

petroleum gas

. Beverage-vending machine operations;
Shintoa Corp. 500 | 100.00 | aircraft engines; export/import and sales of
livestock feed raw materials, etc.

(thousand
Kanematsu USA Inc. USD) | 100.00 | Export/import and sales of merchandise

100,000

(thousand

Kanematsu (Hong Kong) Ltd. HKD) | 100.00 | Export/import and sales of merchandise

1,085,263

(Note) The figure stated for equity share is the total of equity share owned by the Company and equity share owned
by subsidiaries of the Company.
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(8) Major Areas of Operation (as of March 31, 2019)

The Group provides a broad array of products and services in diverse fields such as electronics and
devices, foods and grain, steel, materials and plant, and motor vehicles and aerospace through the
organic integration of domestic and international business networks, expertise acquired in each business
area, and the functions of a trading company, including commodities trading, information gathering,
market exploration, business development and organization, risk management, and logistics.

(9) Major Business Locations (as of March 31, 2019)
(1) The Company’s Major Offices

Japan: Kobe Head Office (Chuo-ku, Kobe)
Tokyo Head Office (Minato-ku, Tokyo)
Osaka Branch (Chuo-ku, Osaka)

Overseas: Manila Branch
(i1) Major Subsidiaries’ Offices

Japan: Kanematsu Electronics Ltd. (Chuo-ku, Tokyo)
Kanematsu Communications Ltd. (Shibuya-ku, Tokyo)
Kanematsu Sustech Corporation (Chuo-ku, Tokyo)
Kanematsu Trading Corp. (Chuo-ku, Tokyo)
Kanematsu KGK Corp. (Nerima-ku, Tokyo)
Kanematsu Petroleum Corp. (Chiyoda-ku, Tokyo)
Shintoa Corp. (Chiyoda-ku, Tokyo)

Overseas: Kanematsu USA Inc. (U.S.A.)
Kanematsu (Hong Kong) Ltd. (Hong Kong)

(10) Employees (as of March 31, 2019)

Business Segment Numbe(ll“3 :rfs (E)l;lsl)ployees Year—o(l;)-éestz; S?hange
Electronics & Devices 4,158 177
Foods & Grain 778 26
Steel, Materials & Plant 1,090 36
Motor Vehicles & Aerospace 259 9
Other 222 6
Corporate (Common) 408 )
Total 6,915 249

(Note) The number of employees is the number of workers.
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(11) Major Lenders (as of March 31, 2019)

Lender

Loan Balance at End of Fiscal Year
(million yen)

MUFG Bank, Ltd. 28,299
Mizuho Bank, Ltd. 17,360
The Norinchukin Bank 12,070
Sumitomo Mitsui Trust Bank, Limited 12,259
Aozora Bank, Ltd. 13,900

(12) Other Significant Matters

No items to report.
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2. Items Regarding Shares of the Company (as of March 31, 2019)
(1) Number of Shares Authorized to Be Issued 200,000,000 shares

(2) Number of Issued Shares 84,500,202 shares
(including 256,636 shares of treasury stock)
(3) Number of Shareholders 18,694
(4) Principal Shareholders (top 10 shareholders)
Number of Shareholding
Shareholder Name Shares Held Ratio
(thousand shares) (%)
Japan Trustee Services Bank, Ltd. (Trust account) 11,674 13.85
The Master Trust Bank of Japan, Ltd. (Trust account) 5,560 6.60
SSBTC CLIENT OMNIBUS ACCOUNT 2,521 2.99
Tokio Marine & Nichido Fire Insurance Co., Ltd. 2,322 2.75
GOVERNMENT OF NORWAY 2,290 2.71
Japan Trustee Services Bank, Ltd. (Trust account 9) 1,861 2.20
Japan Trustee Services Bank, Ltd. (Trust account 5) 1,550 1.84
MUFG Bank, Ltd. 1,417 1.68
JP MORGAN CHASE BANK 385151 1,333 1.58
The Norinchukin Bank 1,249 1.48

(Note) The shareholding ratio is calculated after the treasury stock (256,636 shares) was deducted. Treasury stock
(256,636 shares) does not include the shares of the Company owned by the stock delivery trust for officers
(711,500 shares).
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3. Items Regarding Directors/Audit & Supervisory Board Members of the Company
(1) Directors and Audit & Supervisory Board Members (as of March 31, 2019)

. Responsibilities in the Company
Title Name and Significant Concurrent Positions
Chairman Masayuki Shimojima
President Kaoru Tanigawa
Chief Officer, S rting A
Executive Vice President Masao Hasegawa ¢ 1o6T, SUpporting Area

Chief Officer, Internal Auditing Department

Chief Officer, Motor Vehicles & Aerospace Division
General Manager, Osaka Branch

Director Yoshiya Miyabe General Manager, Nagoya Branch

Chief Officer, Technologies and Business Collaboration
Outside Executive Director, Kaneyo Co., Ltd.

Chief Officer, Finance, Accounting, Business Accounting

Director Tetsuro Tsutano General Manager, Accounting Department
Director Yutaka Hirai

Director Seiichi Katayama Professor Emeritus, Kobe University
Director Tsutomu Yajima

Audit & Supervisory Board o .
Member (Full-time) Fumihiko Nashimoto

Q%%%ﬁ %Fgﬁxlr;%r)y Board Sohei Ogawa Outside Auditor, Kaneyo Co., Ltd.

Attorney at law
Audit & Supervisory Board Outside Corporate Auditor, Mitsubishi Logistics Corporation|

Member Yonosuke Yamada Outside Director & Audit and Supervisory Committee
Member, Sanyo Trading Co., Ltd.

Supervisory Director, Activia Properties Inc.

Audit & Supervisory Board Tsukasa Miyachi Certified public accountant
Member

(Notes) 1. Messrs. Yutaka Hirai, Seiichi Katayama and Tsutomu Yajima are outside directors as stipulated in Article
2, item 15 of the Companies Act.

2. Messrs. Sohei Ogawa, Yonosuke Yamada, and Tsukasa Miyachi are outside audit & supervisory board
members as stipulated in Article 2, item 16 of the Companies Act.

3. The Audit & Supervisory Board Members’ financial and accounting insight is as follows:

* Audit & Supervisory Board Member Fumihiko Nashimoto has the experience of serving for many
years in corporate management as the representative of a subsidiary in Japan, giving him a suitable
level of insight concerning finance and accounting.

* Audit & Supervisory Board Member Sohei Ogawa has the experience of serving for many years in a
financial institution, giving him a suitable level of insight concerning finance and accounting.

* Audit & Supervisory Board Member Tsukasa Miyachi is qualified as a certified public accountant,
giving him a suitable level of insight concerning finance and accounting.

4. The Company has submitted notification to Tokyo Stock Exchange, Inc. that Outside Directors Yutaka
Hirai, Seiichi Katayama, Tsutomu Yajima and Outside Audit & Supervisory Board Members Yonosuke
Yamada and Tsukasa Miyachi have been appointed as independent officers as provided for by the
aforementioned exchange.
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5. The Company adopts the executive officer system. As of April 1, 2019, the following people hold the
position of Executive Officer.

Title Name Responsibilities in the Company
* President Kaoru Tanigawa
* Executive Vice M 0 Chief Officer, Supporting Area
President asao Hasegawa Chief Officer, Internal Auditing Department
Chief Officer, Motor Vehicles and Aerospace
Division
* Senior Managing Yoshiva Mivab General Manager, Osaka Branch
Executive Officer oshiya Miyabe General Manager, Nagoya Branch
Chief Officer, Technologies and Business
Collaboration
Manag%ng Tetsuya Kaneko Chief Officer, IT Planning, Traffic and Insurance
Executive Officer
Managing . Chief Officer, Credit Control, Legal and
Executive Officer Kazuo Shibata Compliance
Senior Executive Eiji Kan Chief Officer, Steel, Materials and Plant Division
Officer
Senior Executive M G H K Chief Officer, Grain, Oilseeds & Feedstuff
Officer asayuki Hamasaki Division
Senior Executive Hiroyasu Hirasawa Chief Officer, Foods Division
Officer
Senior Executive Masahiro Harada Chief Officer, Electronics and Devices Division
Officer
Senior Executive K Tanak Chief Officer, Human Resources & General
Officer azuo lanaka Affairs, Corporate Planning
* Senior Executive Tet Tsut Chief Officer, Finance, Accounting, Business
Officer cisuro 1sutano Accounting
Executive Officer Koichi Koizumi Eggglstg agélllgfi\gsfifé;er, Motor Vehicles &
Executive Officer Ryoichi Kidokoro President, Kanematsu USA Inc.
. Deputy Chief Officer, Steel, Materials & Plant
Executive Officer Osamu [wata Division

(Notes) 1. The Executive Officers marked by an asterisk (*) concurrently hold the position of Director.

2. Senior Executive Officer Hiroyasu Hirasawa retired on April 22, 2019. On the same day,
responsibilities in the Company of Senior Executive Officer Masayuki Hamasaki changed to
Chief Officer, Grain, Oilseeds & Feedstuff Division and Chief Officer, Foods Division.

(2) Summary of Details of Limited Liability Agreement

Pursuant to the provisions of Article 427, paragraph 1 of the Companies Act, the Company has
concluded an agreement with Outside Directors Yutaka Hirai, Seiichi Katayama and Tsutomu Yajima,
full-time Audit & Supervisory Board Member Fumihiko Nashimoto, and Outside Audit & Supervisory
Board Members Sohei Ogawa, Yonosuke Yamada and Tsukasa Miyachi, respectively, to make the
limitation of liability for damages as stipulated in Article 423, paragraph 1 of the Companies Act, up to
the maximum amount, which is the amount stipulated in Article 425, paragraph 1 of the said act.
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(3) Directors’ and Audit & Supervisory Board Members’ Compensation

Total Amount
Category Number of Persons o
(million yen)
Directors (excluding Outside Directors) 6 271
Outside Directors 3 27
Audit & Supervisory Board Members
(excluding Outside Audit & Supervisory 1 27
Board Members)
Outside Audit & Supervisory Board
3 45

Members
Total 13 372

(Notes) 1. The amount of compensation that can be awarded by resolution of the General Meeting of Shareholders is

¥300 million or less a year for Directors (of which ¥30 million is to Outside Directors), and ¥84 million or
less a year for Audit & Supervisory Board Members.
(Resolution at the 121st Ordinary General Meeting of Shareholders held on June 24, 2015)

2. The Company had five Directors (excluding Outside Directors), three Outside Directors, one Audit &

Supervisory Board Member (excluding Outside Audit & Supervisory Board Members), and three Outside
Audit & Supervisory Board Members at the end of the fiscal year under review. The reason for the
difference with the Number of Persons shown above is the inclusion of one Director who retired at the
conclusion of the 124th Ordinary General Meeting of Shareholders held on June 22, 2018.

(4) Items Regarding Outside Directors/Audit & Supervisory Board Members

(1) Status of Significant Concurrent Positions of Other Companies, etc. and Relationships between the

Company and Those Companies, etc.

Audit & Supervisory Board Member Sohei Ogawa also serves as an Outside Auditor of Kaneyo
Co., Ltd. There is no special trading relationship between the Company and Kaneyo Co., Ltd.

Audit & Supervisory Board Member Yonosuke Yamada is an Outside Corporate Auditor of
Mitsubishi Logistics Corporation, an Outside Director & Audit and Supervisory Committee
Member of Sanyo Trading Co., Ltd., and a Supervisory Director of Activia Properties Inc. There
are no special trading relationships between the Company and Mitsubishi Logistics Corporation,
the Company and Sanyo Trading Co., Ltd., or the Company and Activia Properties Inc.
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(i1) Key Activities in the Fiscal Year under Review

Category

Name

Attendance at
Meetings of
the Board of

Directors

Attendance at
Meetings of
the Audit &
Supervisory

Board

Remarks

Director

Yutaka Hirai

23/23

He properly offers necessary
comments based on his long years
of business experience and
extensive knowledge.

Seiichi
Katayama

23/23

He is a university professor
specializing in economics and
properly offers necessary
comments based on his extensive
expertise and deep insight
regarding corporate management.

Tsutomu
Yajima

23/23

He properly offers necessary
comments based on his abundant
experience in corporate
management and extensive
knowledge.

Audit &
Supervisory
Board
Member

Sohei Ogawa

23/23

15/15

He properly offers necessary
comments based on his abundant
experience in internal
management practices and
extensive knowledge that he
acquired at financial institutions.

Yonosuke
Yamada

22/23

15/15

He properly offers necessary
comments based on his specialist
knowledge and experience as an
attorney at law.

Tsukasa
Miyachi

23/23

15/15

He properly offers necessary
comments based on his specialist
knowledge and experience as a
certified public accountant.
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4. Status of Accounting Auditor

(1) Name of Accounting Auditor

PricewaterhouseCoopers Aarata LLC

(2) Amount of Compensation, etc.

Category A.u(.lit fees Nor}-gudit fee
(million yen) (million yen)
The Company 151 0
Consolidated subsidiaries 194 6
Total 345 6
(Notes) 1. The audit contract between the Company and the Accounting Auditor does not clearly distinguish

between compensation paid for the audit conducted in accordance with the Companies Act and
compensation paid for the audit conducted in accordance with the Financial Instruments and Exchange
Act. Accordingly, the amount of Audit fees includes the compensation, etc. paid for the audit conducted
in accordance with the Financial Instruments and Exchange Act.

The amount of Non-audit fee includes the compensation, etc. paid for agreed processing services
associated with the tax declarations, etc. of overseas offices as part of tasks other than work set forth in
Article 2, paragraph | of the Certified Public Accountants Act (non-auditing tasks).

. After having performed the necessary verification as to the appropriateness of matters such as the

content of the Accounting Auditor’s audit plan, the status of performance of their duties, and the basis
for the calculation of the estimated compensation for the Accounting Auditor, the Audit & Supervisory
Board has consented to the amount of compensation, etc. to be paid to the Accounting Auditor.

Among significant subsidiaries of the Company, Kanematsu USA Inc., and Kanematsu (Hong Kong)
Ltd. are audited (within the meaning of being audited as required by the Companies Act [including laws
and regulations in other countries equivalent to the said law]) by audit firms (including entities
possessing the qualifications in other countries equivalent to these qualifications) other than
PricewaterhouseCoopers Aarata LLC.

(3) Policy Regarding Dismissal or Non-reappointment of Accounting Auditor

If it is deemed that the Accounting Auditor falls within any of the items of Article 340, paragraph 1 of
the Companies Act and that no improvement in the situation is expected, the Audit & Supervisory Board
shall dismiss the Accounting Auditor based on the consent of all the Audit & Supervisory Board
Members. Besides the foregoing, if the Accounting Auditor is deemed unable to adequately perform
their duties, the Audit & Supervisory Board shall decide the details of a proposal on the dismissal or
non-reappointment of the Accounting Auditor, and the Board of Directors will submit the proposal to the
General Meeting of Shareholders on the basis of that decision.
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5. Corporate Structure and Policies
(1) Systems for Ensuring Appropriate Business Operations and Operation Status of the System
(1) Systems for Ensuring Appropriate Business Operations

Details of the systems for ensuring appropriate business operations resolved by the Board of
Directors of the Company are as follows. (Final revision made on April 27, 2015)

“Basic Policy on the Establishment of Internal Control Systems”

The Company’s “Basic Policy on the Establishment of Internal Control Systems” is set forth in
accordance with Article 362, paragraph 4, item 6 of the Companies Act, and Article 100, paragraphs 1
and 3 of the Regulation for Enforcement of the Companies Act as follows.

As part of the Company’s “Corporate Principle,” the Company has set forth “Our Beliefs” as mainstay
bases of management.

<QOur Beliefs>

(i) Reflecting the pioneering spirit of our predecessors, we believe that fairness and justice should
guide our business dealings and the wise use of creative imagination and ingenuity will bring
prosperity.

(i) Our purpose as a Company is not only to build a sound and flourishing business, but to fulfill our
responsibilities as a corporate citizen, contributing to society and the security and well-being of
all.

(iii) As members of a corporation, we act not as individuals but as representatives of that organization
and as such we are bound by Company rules and attendant loyalties and must work together with a
spirit of cooperation while cultivating mutual understanding and respect for fellow members.

In addition, the Company has set forth “Kanematsu’s Code of Conduct” as guidelines for daily
operations.

The respective items set forth in the Companies Act and the Regulation for Enforcement of the
Companies Act are as follows.

(1) Systems for Ensuring Execution of Duties by Directors and Employees of the Company in
Compliance with Laws and Regulations, and the Articles of Association

(i) In light of the importance of corporate legal compliance, the Company has set up an Internal
Control and Compliance Committee to strengthen its compliance system.

(i) The Company has created a Compliance Handbook filled with countermeasures for specific case
examples that can be read on the Company’s intranet in order to ensure full compliance awareness
from the Directors down to all employees.

(iii)) The Company has introduced a hotline system for directly reporting to or consulting with the
Internal Control and Compliance Committee or an outside lawyer, and it has created the Hotline
Operation Rules.

(iv) The Company works to enhance education and training to ensure not only compliance with laws
and regulations but also constant attention to sensible behavioral ethics.
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(v) The Company clearly states in its Compliance Handbook that it cuts off all ties with antisocial
forces, and it ensures that this position is widely known.

(2) Systems for Retention and Managing Information Concerning the Execution of Duties by
Directors of the Company

(i) The Board of Directors Rules stipulates that the minutes of the Board of Directors meetings must
be held for a period of 10 years at the Company’s Head Office.

(i) In its Detailed Rules for Document Custody and Retention, the Company has established standards
for the custody, retention, and disposal of accounting records, balance sheets, agreements and
contracts concerning the basic rights and obligations of the Company, certificates related to
properties, and other similar documents, and retains documents according to these rules.

(iii) The Company has established in these Detailed Rules for Document Custody and Retention, a
system that enables any documents deemed necessary for the execution of Directors’ duties to be
read appropriately.

(3) Regulations and Other Systems for Management of the Risk of Loss of the Company

(1) With respect to business risks that may affect the Company’s operations, such as market risk,
credit risk, investment risk, or country risk, the Company has designated departments responsible
for each type of risk based on the Rules on Delegation of Authority, established internal
regulations and detailed enforcement regulations, and prepared Operational Guidelines. It has also
taken measures to ensure everyone has received necessary information through training, etc.

(ii)) The Company sets up cross-departmental committees as necessary to control risks.

(iii) To comprehensively assess risks facing the Company, promote operational effectiveness and
efficiency, and ensure the reliability of financial reporting, the Company has established the
Internal Control and Compliance Committee as a groupwide organization.

(iv) The Company has established an internal approval request system based on the Rules on
Delegation of Authority to minimize business risks. The Project Deliberation Committee considers
important investments and loans by comprehensively examining relevant risks.

(v) To address the risk of crises related to the occurrence of major events, such as natural disasters, the
Company has put in place a system, including specific rules and guidelines of action, to ensure the
appropriate management of the Group at such extraordinary times.

(4) Systems for Ensuring that Directors of the Company Appropriately and Efficiently Execute
Duties

(i) The Company has established the Board of Directors Rules and in principle it holds regular Board
of Directors meetings once per month and extraordinary Board of Directors meetings as necessary.
While deciding matters stipulated by laws and regulations, or the Articles of Association,
management policy and other important matters, the Board of Directors, which is composed by
Directors including Outside Directors, also supervises the execution of duties by the Directors.
Audit & Supervisory Board Members also attend the Board of Directors meetings and state their
opinions.

(i) The Company has adopted an executive officer system to improve the flexibility of business
execution by speeding up management decision making and by further clarifying roles and
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responsibilities through the separation of supervisory and executive functions. The Executive
Officers, who are appointed by the Board of Directors, are in charge of the execution of company
business.

(iii) The Company has set up a Management Committee composed of Executive Officers, including the
Chairman and the President, in order to realize speedier decision making and flexible
management. The Committee establishes basic policies for the Company’s general business
execution in accordance with policies determined by the Board of Directors and provides
instruction and guidance on the execution of business. The Management Committee is also
attended by the Outside Directors and Outside Audit & Supervisory Board Members.

(iv) The Company has established the Rules on Delegation of Authority, which sets forth the
relationships between the allocated duties of Directors, Executive Officers and employees and the
authority delegated to them, and criteria so that the corporate business activities can be carried out
fairly under an organized structure.

(v) So as to enhance debate and speed up decision making on important projects, the Company has
established the Project Deliberation Committee to consider and discuss matters from a
Companywide perspective and submit recommendations to the designated decision makers before
the matters are decided by the decision makers set forth in the Rules on Delegation of Authority.
The Project Deliberation Committee is also attended by the Audit & Supervisory Board Members.

(vi) The Company establishes Companywide targets by preparing a Medium-Term Business Plan for
the Company’s business operations that takes into account the future business environment, and, in
addition, formulating an annual business plan every fiscal year. Each division formulates and
executes concrete strategies for achieving these targets.

(vii) To ensure that proper accounting records are kept and to monitor appropriate business execution,
the Company has established Auditing Rules, in accordance with which the Internal Auditing
Department conducts internal audits of all divisions and subsidiaries.

(5) Systems for Ensuring Appropriate Business Operations by the Company and its Subsidiaries
(hereinafter, the “Group”)

(i) While respecting the autonomy of subsidiaries’ management, the Company has set up a system
whereby subsidiaries, in principle, obtain in advance the Company’s approval based on joint
discussion for the establishment of basic policies and important management matters in
accordance with the Details of Delegation of Authority for Business Operations of Subsidiaries
and Affiliates, provided for in the Rules on Delegation of Authority. The Company has also set up
a system for affiliates whereby in principle, intra-company approval of the affiliate is obtained
beforehand for important management matters that are subject to final decision by shareholders’
vote at a General Meeting of Shareholders.

(i) The senior management of the Company and its major subsidiaries and affiliates meet several
times a year and at other times as necessary to share information on management matters. These
meetings are aimed at ensuring mutual understanding and a shared awareness of corporate
governance issues.

(iii) For the purpose of coordinating the Company’s activities to control and manage risks with those of
its subsidiaries, the Company provides guidance and suggests adjustments for the risk
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management activities of subsidiaries while conducting internal audits into the control and
management of business risks in subsidiaries.

(iv) The Company provides its subsidiaries with guidance on how to establish their own crisis
management systems, and it makes the necessary adjustments to ensure the Group can stage a
coordinated response if a crisis risk occurs.

(v) The Company formulates a Medium-Term Business Plan and an annual business plan every fiscal
year for the business operations of the Group, and it provides guidance to subsidiaries for
formulating and executing concrete measures to achieve these plans.

(vi) The Company has established a Compliance Handbook that covers the business operations of the
Group and makes every effort to ensure the officers and employees of the Group become
familiarized with the content. In addition, the Company has established a system whereby the
Company’s Internal Control and Compliance Committee controls and promotes compliance across
the entire Group.

(6) Matters Concerning the Employees Who Are to Assist Audit & Supervisory Board Members
of the Company

(i) The Company ensures that a system is in place to assist in an Audit & Supervisory Board
Member’s performance of duties if an Audit & Supervisory Board Member requests the placement
of an employee to assist in such duties.

(7) Matters Concerning the Independence of the Employees Who Are to Assist Audit &
Supervisory Board Members of the Company from the Directors, and the Effectiveness of
Instructions from Audit & Supervisory Board Members to Said Employees

(i) The Company takes care to ensure that the employees who are to assist in the Audit & Supervisory
Board Members’ performance of duties are independent from the Directors and that Audit &
Supervisory Board Members are able to effectively instruct the said employees.

(8) Systems for Reporting to Audit & Supervisory Board Members of the Company

(i) Directors and employees must promptly report to an Audit & Supervisory Board Member with
respect to any discovery of an incident where a Director is in violation of laws and regulations, or
an incident that threatens to cause significant damage to the Company.

(i1) The Directors who are in charge of the Internal Control and Compliance Committee must report to
the Audit & Supervisory Board Members at least once a month concerning the circumstances of
operations relating to compliance in the Group, on a case-by-case basis, about material matters.

(iii) Directors and employees, if so requested by Audit & Supervisory Board Members, shall promptly
report matters relating to business executions.

(iv) In addition to attending the Board of Directors meetings, Audit & Supervisory Board Members
shall attend the Management Committee meetings, Project Deliberation Committee meetings,
Internal Control and Compliance Committee meetings, as well as any other important conference
or committee meeting, and receive reports on important management matters within the Group to
effectively conduct Audit & Supervisory Board Members’ audits. Also, in cases when not
attending such meetings, the Audit & Supervisory Board Members shall be given explanation on
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the agenda items of the meeting, and allowed the opportunity to read the meeting materials, such
as internal circulars for managerial decision and reports, and the minutes of the meeting.

(v) Audit & Supervisory Board Members shall regularly hold Group Company Audit & Supervisory
Board Member Liaison Meetings at which Group-company Audit & Supervisory Board Members
attend, and facilitate information sharing among Group-company Audit & Supervisory Board
Members.

(vi) It is prohibited throughout the Group to dismiss or otherwise disadvantageously treat a person
making a report to the Audit & Supervisory Board Members because of the act of making the
report.

(9) Other Systems for Ensuring Efficient Audits by Audit & Supervisory Board Members of the
Company

(1) Audit & Supervisory Board Members are provided preliminary explanations with respect to
annual plans for internal audits to be implemented by the internal auditing departments, and they
may state their opinions when deemed necessary. Moreover, Audit & Supervisory Board Members
may be appropriately provided reports regarding the status of internal audit implementation within
the Group, and may state their opinions concerning the performance of additional audits, measures
to improve business operations and other such statements, when deemed necessary.

(i1) Audit & Supervisory Board Members shall ensure the Accounting Auditor’s independence from
the Directors and be provided preliminary reports on the Accounting Auditor’s audit plan. In
addition, the Audit & Supervisory Board Members’ consent is one of the required steps to approve
the Accounting Auditor’s compensation and the non-auditing tasks requested of the Accounting
Auditor.

(ii1) Audit & Supervisory Board Members and the Audit & Supervisory Board shall meet regularly
with the Representative Directors, and in addition to making sure of their understanding of the
Representative Directors’ management policy, they shall exchange opinions in regard to not only
the issues to be addressed by the Company and the risks faced by the Company, but also the status
of the environment that has been set up for the Audit & Supervisory Board Member’s audits and
the important issues concerning audits to deepen a mutual awareness and relationship of trust with
the Representative Directors.

(iv) If an Audit & Supervisory Board Member requests upfront payment or reimbursement for the
payment of expenses needed for executing his/her duties, the Company shall pay such expenses
promptly.

(i1) Summary of Operation Status of the Systems for Ensuring Appropriate Business Operations

In accordance with the above-mentioned basic policy, the Company has set internal control
systems in place. A summary of the operation status for the current fiscal year is provided below.

* Status of Compliance and Risk Management

The President repeatedly made statements to officers and employees of the Group about ensuring
the proper establishment of ethics of individual employees and the importance of compliance as
given premises to promote operational effectiveness and efficiency. In addition, efforts were made
to ensure compliance through such means as implementing internal compliance training on each
stratum of management, posting key points regarding compliance on the intranet, and
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implementing self-inspections by checking the compliance with internal company rules and
making necessary corrections.

Continued efforts were made for revising internal company rules, to realize greater efficiency and
effectiveness of operational controls and risk management. The Company revised the Rules on
Delegation of Authority and Details of Delegation of Authority, Corporate Rules on Information
Security Management, and Corporate Rules on Business Continuity Plan (BCP), etc. The Company
also reviewed the Rules on Administration of Credit Lines/Trade by Country from time to time.

The Internal Control and Compliance Committee was held in total twice to discuss such matters as
the establishment, operation, evaluation, and improvement of internal control systems in the Group
with the viewpoint of conducting a comprehensive evaluation of the risks.

In addition, the issues and information relating to the overall internal control, compliance and risk
management of the Group were shared by way of holding the Affiliate Presidents Meeting, where
the senior management of the Company and its major subsidiaries and affiliates gather, twice, and
holding the Group Functions Liaison Meeting, where the officers and general managers in charge
of the administrative divisions of these companies gather, once.

« Status of Performance of Duties by Directors, etc.

The Board of Directors meetings, which in principle are held monthly, were held in total 23 times.
At these meetings, management policies and other important matters of the Group, such as the
management principle, medium- to long-term strategy, and corporate governance were decided.

Management Committee meetings, which in principle are held twice monthly, were held in total 27
times to discuss matters relating to the leadership and guidance of business execution in
accordance with the management policy established by the Board of Directors. In addition, Project
Deliberation Committee meetings, which in principle are held twice monthly, were held in total 25
times to submit recommendations to the designated decision makers on important projects based
on the preliminary deliberation.

The Company has a controlling division set up to manage matters relating to management of
subsidiaries. This division received submissions from subsidiaries to approve important matters in
advance and requested subsidiaries to provide reports regarding such matters.

+ Securing the Effectiveness of Audits by Audit & Supervisory Board Members

In conducting audits of the execution of duties by Directors, the Audit & Supervisory Board
Members received reports from the Representative Directors, other Directors and Executive
Officers, General Managers, and other employees as appropriate concerning the execution of
business operations and the status of risk management, and attended all Board of Directors
meetings and Management Committee meetings, in addition to important meetings and
committees. In addition, the Audit & Supervisory Board Members received reports from the
Representative Directors of major Group companies, concerning the execution of business
operations and other information, and shared information as appropriate with the Group
companies’ Audit & Supervisory Board Members through holding Group Company Audit &
Supervisory Board Member Meetings and through individual meetings.

The Internal Auditing Department, which is a department for internal audits, conducted regular
meetings with the Audit & Supervisory Board Members to explain matters pertaining to the annual
plan, the status of audit implementation, and the results of internal audits, etc., including those for
subsidiary audits for the purpose of coordinating the internal audits and Audit & Supervisory
Board Members’ audits.

In addition, the Audit & Supervisory Board Members met regularly with the Accounting Auditor to
confirm the Accounting Auditor’s independence from the Directors, and to evaluate the system and
operation quality of the Accounting Auditor by exchanging opinions on the accounting audit’s plan
and status of implementation, matters that have an effect on the Company’s business performance
and financial position, and other matters.
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(2) Policy Concerning Decisions on Dividends from Surplus, etc.

The Company regards providing returns to shareholders as a critical management issue. The Company’s
basic policy in this regard is to provide distribution of profit that is reflective of business results, while
maintaining a balance between returns to shareholders and an appropriate level of internal reserves for
growth investment in the future.

In the medium-term vision %7z 135, the Company aims for a payout ratio (total return ratio) of 25%
to 30%. In the fiscal year under review, we paid an interim dividend of ¥25 per share. Given that we
shall pay a year-end dividend of ¥35 per share, the annual dividend will be ¥60 per share, and the payout
ratio will be 30.3%.

Since strong performance is expected to continue, the Company plans to pay annual dividends per share
of ¥60 (interim dividend of ¥30 and year-end dividend of ¥30) for the next fiscal year, and the payout
ratio is expected to be 29.6%.

(Note) Monetary figures and numbers of shares in this business report are rounded down to the units shown.
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Consolidated Financial Statements

Consolidated statement of financial position (As of March 31, 2019)

(Million yen)
Item Amount Item Amount
ASSETS LIABILITIES
Current assets 444,443 Current liabilities 312,443
Cash and cash equivalents 88,941 Trade and other payables 196,054
Trade and other receivables 227.300 Bonds and borrowings 74316
Inventories 96,232 Other financial liabilities 6,093
Other financial assets 3,546 Income taxes payable 3,469
Other current assets 28,420 Provisions 189
Other current liabilities 32,321
Non-current assets 105,016 Non-current liabilities 78,317
Property, plant and equipment 22,090 Bonds and borrowings 65,188
Goodwill 8,810 Other financial liabilities 2,636
Intangible assets 23,051 Retirement benefit liabilities 6,555
Investments accounted for using the 6,867 Provisions 1,368
equity method Deferred tax liabilities 1,362
Trade and other receivables 1,449 Other non-current liabilities 1,205
Other investments 32,416 | | Total liabilities 390,760
Other financial assets 4216 EQUITY
Deferred tax assets 2,609 Equity
Other non-current assets 3,504 Share capital 27,781
Capital surplus 26,882
Retained earnings 60,748
Treasury stock (1,318)
Other components of equity 11,153
Exchange differences on translation 1,865
of foreign operations
Financial assets measured at fair 9,580
value through other comprehensive
income
Cash flow hedges (293)
Total equity attributable to owners 125,246
of the Parent
Non-controlling interests 33,451
Total equity 158,698
Total assets 549,459
Total liabilities and equity 549,459

(Note) Figures are rounded down to the nearest million yen.
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Consolidated statement of income (From April 1, 2018 to March 31, 2019)

(Million yen)
Item Amount
Revenue 723,849
Cost of sales (613,834)
Gross profit 110,014
Selling, general and administrative expenses (80,393)
Other income (expenses)

Gain (loss) on sale or disposal of property, plant and equipment and (238)

intangible assets, net

Impairment loss on property, plant and equipment and intangible (111)

assets

Other income 2,669

Other expenses (1,592) 727
Operating profit 30,349
Finance income

Interest income 371

Dividend income 1,189 1,561
Finance costs

Interest expenses (2,662)

Other finance costs (434) (3,096)
Share of profit (loss) of investments accounted for using the equity 363
method
Profit before tax 29,177
Income tax expense (8,728)
Profit for the year 20,449
Profit for the year attributable to:

Owners of the Parent 16,605

Non-controlling interests 3,844

(Note) Figures are rounded down to the nearest million yen.
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Consolidated statement of changes in equity (From April 1, 2018 to March 31, 2019)

(Million yen)
Equity attributable to owners of the Parent
Other components of equity
Financial asset:
Exchange . Re-
. Capital Retained Treasury | gir: measured at fai ¢
Share capital surplus earnings stock t;arf;f;f;rsl grfl value through | Cash flow mséflzl:g::;zn
forcign com (;gilecrnsivc hedes benefit
operations P pension plans
income
Balance as of March 31, 2018 27,781 26,810 48,559 (193) 1,275 12,684 (905) -
Cumulative effects of changes 1)
in accounting policies
Restated balance 27,781 26,810 48,498 (193) 1,275 12,684 (905) -
Profit 16,605
Other comprehensive income 589 (2,940) 612 137
Total comprehensive income _ _ 16,605 _ 589 (2,940) 612 137
for the year
Dividends (4,655)
Dividends paid to non-
controlling shareholders
Acquisition of treasury stock (1,128)
Disposition of treasury stock 8 4
Equity transactions with non- 0)
controlling interests
Share-based payment 64
transactions
Total transactions with owners - 72 (4,655) (1,124) - - - -
Reclassification from other
components of equity to 300 (163) a137)
retained earnings
Balance as of March 31, 2019 27,781 26,882 60,748 (1,318) 1,865 9,580 (293) -

Equity attributable to owners of the
Parent
Other components . Non-controllin:
of equity Total equity . & Total equity
attributable to Interests
Total other owners of the
components of Parent
equity
Balance as of March 31, 2018 13,055 116,012 31,037 147,050
Cumulatlvr:: effectAs pf changes - 1) ©1)
in accounting policies
Restated balance 13,055 115,951 31,037 146,989
Profit - 16,605 3,844 20,449
Other comprehensive income (1,601) (1,601) 260 (1,341)
Total comprehensive income for (1,601) 15,003 4,104 19,108
the year
Dividends - (4,655) (4,655)
Dividends paid to non- - - (1,689) (1,689)
controlling shareholders
Acquisition of treasury stock - (1,128) (1,128)
Disposition of treasury stock - 12 12
Equity transactions with non- - 0) (0) (1)
controlling interests
Share-based payment - 64 64
transactions
Total transactions with owners - (5,708) (1,690) (7,398)
Reclassification from other
components of equity to (300) - -
retained earnings
Balance as of March 31, 2019 11,153 125,246 33,451 158,698

(Note) Figures are rounded down to the nearest million yen.
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Non-Consolidated Financial Statements

Non-consolidated balance sheet (As of March 31, 2019)

(Million yen)
Item Amount Item Amount
ASSETS LIABILITIES
Current assets 170,058 Current liabilities 123,514
Cash and bank deposits 22,045 Notes payable 272
Notes receivable 2,546 Import bills payable 42,126
Accounts receivable 63,964 Accounts payable 27,332
Short-term investments 1 Short-term borrowings 32,021
Inventories 35,985 Lease obligations 151
Advance payments to suppliers 10,261 Other accounts payable 6,489
Prepaid expenses 601 Accrued expenses 908
Short-term loans receivable 3 Accrued income taxes 61
Short-term loans to affiliates 24,839 Advances received 9,450
Other accounts receivable 4914 Deposits received 3,844
Derivatives 540 Deferred revenue 12
Other 4,377 Derivatives 778
Allowance for doubtful accounts (22) Other 62
Long-term assets 109,623 Non-current liabilities 62,312
Tangible fixed assets 2,815 Bonds 15,000
Buildings 403 Long-term borrowings 46,372
Structures 2 Lease obligations 216
Machinery and equipment 103 Provision for employees’ retirement 180
Vehicles 8 and severance benefits
Tools and fixtures 155 Provision for loss on affiliated 59
Land 1,813 business
Lease assets 327 Provision for stock benefits 64
Intangible fixed assets 247 Asset retirement obligations 200
Software 189 Other 219
Telephone subscription rights 7 Total liabilities 185,826
Other 51 NET ASSETS
Investments and other assets 106,561 Shareholders’ equity 89,882
Investments in securities 15,969 Common stock 27,781
Shares of affiliates 83,581 Capital surplus 26,887
Equity investments 1,512 Legal capital surplus 26,887
Equity investment in affiliates 3,703 Other capital surplus 0
Long-term loans receivable 1,257 Retained earnings 36,521
Long-term loans to employees 15 Legal retained earnings 131
Long-term loans to subsidiaries and 1,267 Other retained earnings 36,389
affiliates Voluntary reserve 1,836
Doubtful accounts 210 Retained earnings brought forward 34,553
Long-term prepaid expenses 55 Treasury stock (1,307)
Deferred tax assets 46 Valuation and translation adjustments 4,043
Other 953 Net unrealized gains on securities, net 3,973
Allowance for doubtful accounts (2,011) of tax
Deferred assets 69 Net losses on deferred hedges, net of tax 69
Bond issuance costs 69 Total net assets 93,925
Total assets 279,751 Total liabilities and net assets 279,751

(Note) Figures are rounded down to the nearest million yen.
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Non-consolidated statement of income (From April 1, 2018 to March 31, 2019)

(Million yen)
Item Amount

Net sales 408,393
Cost of sales 394,264

Gross profit 14,129
Selling, general and administrative expenses 13,432

Operating income 697
Non-operating income

Interest income 671

Dividend income 9,227

Foreign exchange gains 1,162

Other 791 11,852
Non-operating expenses

Interest expenses 2,015

Other 831 2,846

Ordinary income 9,703
Extraordinary gains

Gain on sale of tangible fixed assets 13

Gain on sale of investments in securities 96 109
Extraordinary losses

Loss on disposal of fixed assets 2

Impairment loss on investments in securities 24

Loss on refunding due to capital reduction of subsidiaries and 2,563

affiliates

Loss on liquidation of subsidiaries and affiliates 3

Provision of allowance for doubtful accounts for subsidiaries and 199 2,794

affiliates and loss on affiliated business

Income before income taxes 7,019

Income taxes - current (2,557)

Income taxes - deferred 2,387 (170)

Net income 7,189

(Note) Figures are rounded down to the nearest million yen.
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Non-consolidated statement of changes in equity (From April 1, 2018 to March 31, 2019)

(Million yen)

Shareholders’ equity

Capital surplus

Retained

earnings

Other retained earnings
Common :
stock  |Legal capital|Other capital | Total capital régiglfel J Retained refzitr?i J
surplus surplus surplus . Voluntary | earnings .
earnings reserve brought earnings
forward
Balance at the beginning | 7 56, 26,887 0 26,887 131 1,836 32,039 34,007
of the fiscal year
Changes during the fiscal
year
Dividends (4,675) (4,675)
Net income 7,189 7,189
Acquisition of treasury B
stock
Disposition of treasury
0 0 -
stock
Net changes of items
other than shareholders’ _
equity during the fiscal
year
Total changes during _ _ _ _
the fiscal year 0 0 2,514 2,514
Balance at the end of the | 55 7, 26,887 0| 26887 131 1,836 | 34553 | 36521
fiscal year

Shareholders’ equity Valuation and translation adjustments
Total Net z?rf:alrllzed Net gains (losses)| Total valuation | Total net assets
Treasury stock shareholders’ £gains o on deferred and translation
. securities, net of .
equity tax hedges, net of tax| adjustments

Balance at the beginning
of the fiscal year (178) 88,496 5,185 (423) 4,761 93,258
Changes during the fiscal
year

Dividends (4,675) - (4,675)

Net income 7,189 - 7,189

Acquisition of treasury

stock (1,128) (1,128) - (1,128)

Disposition of treasury 0 0 B 0

stock

Net changes of items

other than shareholders’

equity during the fiscal B (1,211) 493 (718) (718)

year

Total changes during

the fiscal year (1,128) 1,385 (1,211) 493 (718) 667
Balance at the end of the (1,307) 89,882 3.973 69 4,043 93,925
fiscal year

(Note) Figures are rounded down to the nearest million yen.
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Independent Auditors’ Audit Report

May 17,2019

To the Board of Directors of
Kanematsu Corporation

PricewaterhouseCoopers Aarata LLC

Designated Limited Liability Partner,
Certified Public Accountant:
Kensuke Koda (Seal)

Designated Limited Liability Partner,
Certified Public Accountant:
Takayoshi Yano (Seal)

Pursuant to Article 444, paragraph 4 of the Companies Act, we have audited the consolidated financial statements,
namely, the consolidated statement of financial position, the consolidated statement of income, the consolidated
statement of changes in equity and the notes to the consolidated financial statements, of Kanematsu Corporation
(the “Company”) for the fiscal year from April 1, 2018 to March 31, 2019.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
pursuant to the provisions of the latter part of Article 120, paragraph 1 of the Regulation on Corporate Accounting,
which permits companies to omit some disclosure items required under International Financial Reporting Standards
in preparing consolidated financial statements, and for designing and operating such internal control as
management determines is necessary to enable the preparation and fair presentation of the consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. The purpose of an audit is not to express an opinion on the effectiveness of the entity’s internal control, but in
making these risk assessments, the auditor considers internal controls relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the
circumstances. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements referred to above, which were prepared with some disclosure
items required under International Financial Reporting Standards omitted pursuant to the provisions of the latter
part of Article 120, paragraph 1 of the Regulation on Corporate Accounting, present fairly, in all material respects,
the financial position and results of operations of the Company and its consolidated subsidiaries for the period
covered by these consolidated financial statements.

Conflicts of Interest

We have no interest in the Company which should be disclosed in compliance with the Certified Public
Accountants Act.
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Independent Auditors’ Audit Report

May 17,2019

To the Board of Directors of
Kanematsu Corporation

PricewaterhouseCoopers Aarata LLC

Designated Limited Liability Partner,
Certified Public Accountant:
Kensuke Koda (Seal)

Designated Limited Liability Partner,
Certified Public Accountant:
Takayoshi Yano (Seal)

Pursuant to Article 436, paragraph 2, item 1 of the Companies Act, we have audited the non-consolidated financial
statements, namely, the non-consolidated balance sheet, the non-consolidated statement of income, the non-
consolidated statement of changes in equity, the notes to the non-consolidated financial statements, and the
supplementary schedules, of Kanematsu Corporation (the “Company”) for the 125th fiscal term from April 1, 2018
to March 31, 2019.

Management’s Responsibility for the Non-Consolidated Financial Statements and Others

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the non-
consolidated financial statements and the supplementary schedules. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the non-consolidated financial
statements and the supplementary schedules, whether due to fraud or error. The purpose of an audit is not to express
an opinion on the effectiveness of the entity’s internal control, but in making these risk assessments, the auditor
considers internal controls relevant to the entity’s preparation and fair presentation of the non-consolidated
financial statements and the supplementary schedules in order to design audit procedures that are appropriate in the
circumstances. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the
non-consolidated financial statements and the supplementary schedules.

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

Opinion

In our opinion, the non-consolidated financial statements and the supplementary schedules referred to above
present fairly, in all material respects, the financial position and results of operations of the Company for the period
covered by these non-consolidated financial statements and the supplementary schedules in conformity with
accounting principles generally accepted in Japan.

Conflicts of Interest

We have no interest in the Company which should be disclosed in compliance with the Certified Public
Accountants Act.
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Audit Report

The Audit & Supervisory Board, hereby reports as follows regarding the performance of duties by the
Directors of Kanematsu Corporation (the “Company”’) during its 125th fiscal term, from April 1, 2018 to
March 31, 2019. This Audit Report was prepared based on reports prepared by each Audit & Supervisory
Board Member, and as a result of subsequent deliberations.

1.

2.

Method of the audits by the individual Audit & Supervisory Board Members and the Audit & Supervisory
Board; content of audits

(1

2)

In addition to receiving reports on the progress in and results of audits by the individual Audit &
Supervisory Board Members, based on the Audit & Supervisory Board’s policies and audit plans for
the current fiscal term, the Audit & Supervisory Board also received reports from the Directors and
the Accounting Auditor regarding the performance of its duties, and requested explanations from it
as necessary.

In accordance with the auditing standards set forth by the Audit & Supervisory Board, and in

compliance with the policies and audit plans for the current fiscal term, each of the Audit &

Supervisory Board Members worked to communicate with the Directors, the Internal Auditing

Department, and other employees in collecting information and establishing an appropriate audit

environment, and audits were implemented as follows:

(1) Audit & Supervisory Board Members participated in meetings of the Board of Directors and
other key meetings, received reports from the Directors and other employees regarding the
performance of their duties, and when necessary, requested explanations of those reports. Audit
& Supervisory Board Members also reviewed key decision documents, and conducted surveys
of the operations and assets of both the head office and major local offices. Regarding
subsidiaries, Audit & Supervisory Board Members worked to communicate with those
subsidiaries’ Directors, Audit & Supervisory Board Members and other parties and received
business reports from subsidiaries as necessary.

(i1)) As for the details of the resolution of the Board of Directors related to the establishment of the
systems as indicated in the Business Report to ensure that the execution of the duties of
Directors conform to laws and regulations and the Articles of Association, and the systems
necessary to ensure appropriate operations of corporations and their subsidiaries as stipulated in
Article 100, paragraphs 1 and 3 of the Regulation for Enforcement of the Companies Act, and
the condition of the systems put in place in accordance with the aforesaid resolution (internal
control system), we received periodical reporting from the Directors and other employees,
sought explanations as necessary, and provided our recommendations.

(ii1)) While also monitoring and reviewing the audit of the Accounting Auditor to ensure it
maintained an independent position and conducted its audits fairly, Audit & Supervisory Board
Members received reports from them regarding the performance of its duties, and when
necessary, asked for further explanation regarding those reports. Audit & Supervisory Board
Members also received notice from the Accounting Auditor in accordance with “the system for
ensuring appropriate execution of its duties” (as enumerated in each item of Article 131 of the
Regulation on Corporate Accounting) in compliance with the “Quality Control Standards
Relating to Auditing” (adopted by the Business Accounting Deliberations Council on October
28, 2005), and, where necessary, Audit & Supervisory Board Members requested further
explanation regarding that notice.

Based on the above methods, Audit & Supervisory Board Members proceeded to review the
Business Report and supplementary schedules, the Non-Consolidated Financial Statements (consist
of the non-consolidated balance sheet, the non-consolidated statement of income, the non-
consolidated statement of changes in equity, and the notes to the non-consolidated financial
statements) with supplementary schedules, and the Consolidated Financial Statements (consist of the
consolidated statement of financial position, the consolidated statement of income, the consolidated
statement of changes in equity, and the notes to the consolidated financial statements) for the fiscal
year under review.

Audit Results
(1) Results of Audit of Business Report, etc.

(1) The Audit & Supervisory Board confirms that the Business Report and supplementary schedules
conformed to laws and regulations, and the Articles of Association, and that they accurately
present the situation of the Company.
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(i) With respect to the performance of duties by Directors, the Audit & Supervisory Board found
no improper acts or important violation of laws and regulations or the Articles of Association.

(iii) The Audit & Supervisory Board confirms that decisions by the Board of Directors regarding the
Company’s internal control systems to be fair and adequate, and found no areas that require
mention regarding the description of the internal control systems in the Business Report and the
performance of duties by Directors.

(2) Results of Audit of Non-Consolidated Financial Statements and Supplementary Schedules
The Audit & Supervisory Board confirms that the methods used and results achieved by the
Accounting Auditor, PricewaterhouseCoopers Aarata LLC, to be fair and adequate.

(3) Results of Audit of Consolidated Financial Statements
The Audit & Supervisory Board confirms that the methods used and results achieved by the
Accounting Auditor, PricewaterhouseCoopers Aarata LLC, to be fair and adequate.

May 20, 2019

Audit & Supervisory Board
Kanematsu Corporation

Fumihiko Nashimoto(Seal)
Audit & Supervisory Board Member (Full-
time)

Sohei Ogawa (Seal)
Outside Audit & Supervisory Board Member
(Full-time)

Yonosuke Yamada (Seal)
Outside Audit & Supervisory Board Member

Tsukasa Miyachi  (Seal)
Outside Audit & Supervisory Board Member
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