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NOTICE OF THE
127TH ORDINARY
GENERAL
MEETING OF
SHAREHOLDERS

Date: June 23, 2021 (Wednesday) at 10:00 a.m.

Place: Tokyo Head Office of Kanematsu
Corporation,
19th Floor Conference Room,
Seavans North Bldg., 1-2-1 Shibaura,
Minato-ku, Tokyo

Items to Be Resolved:
Item 1: Election of Six (6) Directors

Item 2: Election of One (1) Audit & Supervisory
Board Member

Item 3: Election of One (1) Substitute Audit &
Supervisory Board Member

Deadline for exercising voting rights in
writing or via the Internet, etc.:

No later than 5:15 p.m. on June 22, 2021

(Tuesday)




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.

In fiscal 2020, the global economy continued to face
challenging conditions due to the impact of the
global spread of COVID-19. With no sign of
containment of COVID-19 yet, the pace of recovery
in corporate activities has varied by industry.
Although uncertainties remain, it is expected that a
calm situation will gradually return due to progress
in vaccine development as well as fiscal and

monetary policies of various countries.

Amid this environment, the Kanematsu Group is
following /Zure 135 a six-year medium-term
vision to celebrate the 135th anniversary of its
founding, to pursue expansion of the revenue base
continuously through effective business investments
and acquisition of added value, as well as to
promote new businesses to translate technological
innovations such as IoT and Al into business
opportunities. Despite a delay in our growth plan
caused by COVID-19, we are determined to return
to a growth trajectory in the latter three years of the
term starting from fiscal 2021. In particular, we will
focus more on promoting investments in business
areas on the themes of environment, society and
safety, for achievement of the SDGs, as well as
pursuing DX on a groupwide basis. In this way, the
Kanematsu Group will work to meet the
expectations of our stakeholders, with the aim of
generating value that is 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)
June 7, 2021

NOTICE OF
THE 127TH ORDINARY GENERAL MEETING OF SHAREHOLDERS

Dear Shareholder:

We cordially notify you of the 127th Ordinary General Meeting of Shareholders of Kanematsu Corporation
(hereinafter “the Company”), to be held as indicated below.

To avoid the risk of infection of the novel coronavirus (COVID-19) at this general meeting of shareholders,
you are asked to consider refraining from attending the meeting in person.

Instead of attending the meeting in person, you may exercise your voting rights by one of the following
methods. After reviewing the enclosed reference materials, please exercise your voting rights no later than
5:15 p.m. on Tuesday, June 22, 2021 (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 no later than the above mentioned exercise deadline.

[Exercising voting rights by electromagnetic means (via the Internet, etc.)]
Please indicate “for” or “against” for each agenda item by the above mentioned exercise deadline.



Meeting Details

1. Date: June 23, 2021 (Wednesday) 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

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 127th Fiscal Term
(April 1, 2020 to March 31, 2021)
2. Non-consolidated Financial Statements for the 127th Fiscal Term (April 1, 2020 to March 31, 2021)
Items to Be Resolved:
Item 1: Election of Six (6) Directors
Item 2: Election of One (1) Audit & Supervisory Board Member
Item 3: Election of One (1) Substitute Audit & Supervisory Board Member

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 are included in the documents audited by the
Audit & Supervisory Board Members and the Accounting Auditor during preparation for the Audit report and the Independent
Auditors’ Audit Reports, 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: https://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 six (6) Directors will expire at the conclusion of this General Meeting of Shareholders.
Accordingly, the Company proposes to elect six (6) Directors.

The candidates for Director are as follows.

Candidate No. 1

Kaoru Tanigawa

Number of the Company’s
shares owned

September 24, 1958 30,900 shares

. Date of Birth
Reelection

O Career Summary, Positions and Responsibilities in the Company

(Significant Concurrent Positions)

Apr. 1981
Jul. 2004
Jan. 2008
Jun. 2010

Apr. 2011
Jun. 2013
Jun. 2014

Jun. 2015
Jun. 2017

Joined the Company

General Manager, Somerset Branch, Kanematsu USA Inc.

General Manager, Information & Electronics Department, the Company
Temporary transferred to Kanematsu Communications Ltd.

Director, Kanematsu Communications Ltd.

General Manager, Corporate Planning Department, the Company
Director, the Company

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

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



. . Number of the Company’s
. . Date of Birth
Candidate No. 2 Yoshiya Miyabe Reelection shares owned
January 21, 1959 15,800 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 Positions
Director, Kanematsu Sustech Corporation
O Reasons for Nomination as Candidate for Director

Since joining the Company, Mr. Yoshiya Miyabe has been engaged primarily in the
motor vehicles and 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.

Number of the Company’s

1 . . .. Date of Birth
Candidate No. 3 Masayuki Shimojima | Reelection e shares owned
August 6, 1951 27,700 shares

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

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)

(Incumbent) Chief Officer, Internal Auditing Dept.

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.




. 4 . Number of the Company’s
Date of Birth
Candidate No. % Tetsuro Tsutano Reelection shates owned
April 3, 1969 23,600 shares

O Career Summary, Positions and Responsibilities in the Company
(Significant Concurrent Positions)
Apr. 1992 Joined the Company
Aug. 2007  Manager, Managerial Accounting Section, Accounting Department, the
Company
Apr. 2012 Manager, Finance Section, Finance Department, the Company
Apr. 2013 General Manager, Finance Department, the Company
Jun. 2017  Director, Executive Officer, the Company
Jun. 2018 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.

' ' . Number of the
Candidate No. 5 Yuko Taha ra Reelection O'U»tSIde Independent Date of Birth Company’s shares owned
Director | officer ™5 her 9, 1959 0 shares

O Career Summary, Positions and Responsibilities in the Company

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 CEO, 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)
Jun. 2019  Outside Director, the Company (To the present)
| Apr. 2020  Visiting Professor, Advanced Academic Institution, The Graduate School of
Information & Communication

Apr. 2021  Professor, Faculty of Professional Education, The Graduate School of
Information & Communication (To the present)

O Significant Concurrent Positions

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 and Outline of
Expected Roles
Ms. Yuko Tahara possesses a wealth of experience in corporate management and deep
insight gained through experiences in human resources and organizational consulting
businesses. The Company expects that based on such qualities, she will be continuously
committed to management advisory and appropriate supervision of the execution of
operations. Thus, she is re-nominated as a candidate for Outside Director. If she is
elected, she will be involved in the selection of candidates for officers of the Company
and the determination of officer compensation, etc. from an objective and impartial
standpoint as a member of the Nominating Committee and the Compensation Committee.



Candidate No. 6

(Notes) 1.

. Number of th
. . Outside |Independent Date of Birth Comy aﬁ“ﬂ]s cs,rh.;)res, zwned
Kazuhiro Tanaka Reelection | 1o 7 officer pany
August 31, 1966 0 shares

O Career Summary, Positions and Responsibilities in the Company

Apr. 1990  Joined The Industrial Bank of Japan, Limited

Apr. 1999  Assistant Professor, Graduate School of Business Administration, Kobe
University

Apr. 2003 Assistant Professor, Graduate School of Commerce and Management,
Hitotsubashi University

Apr. 2007 Associate Professor, Graduate School of Commerce and Management,
Hitotsubashi University

Apr. 2010 Professor, Graduate School of Commerce and Management, Hitotsubashi
University

Apr. 2018 Professor, Graduate School of Business Administration, Hitotsubashi
University (To the present)

Jan. 2019 Dean, Graduate School of Business Administration, Hitotsubashi
University (To the present)
Dean, Faculty of Commerce and Management, Hitotsubashi University (To
the present)

Jun. 2020  Outside Director, the Company (To the present)

O Significant Concurrent Positions
Professor, Graduate School of Business Administration, Hitotsubashi University

O Reasons for Nomination as Candidate for Outside Director and Outline of
Expected Roles
Mr. Kazuhiro Tanaka is a university professor specializing in business administration and
has extensive expertise and deep insight regarding corporate management. The Company
expects that based on such qualities, he will be continuously committed to management
advisory and appropriate supervision of the execution of operations. Thus, he is re-
nominated as a candidate for Outside Director. If he is elected, he will be involved in the
selection of candidates for officers of the Company and the determination of officer
compensation, etc. from an objective and impartial standpoint as a member of the
Nominating Committee and the Compensation Committee.

Although Mr. Kazuhiro Tanaka has not been involved in corporate management in ways
other than being an outside corporate officer, the Company judges he will appropriately
fulfill his duties as an Outside Director based on the above reasons.

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

. Ms. Yuko Tahara and Mr. Kazuhiro Tanaka are candidates for Outside Director.
. At the conclusion of this meeting, Ms. Yuko Tahara’s tenure as Outside Director will have been two years. At

the conclusion of this meeting, Mr. Kazuhiro Tanaka’s tenure as Outside Director will have been one year.

. Limited liability agreement with Outside Directors

The Company has entered into agreements with Ms. Yuko Tahara and Mr. Kazuhiro Tanaka 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 their reelection is approved and adopted, the
Company plans to renew these agreements with them. The maximum amount of liability for damages under
these agreements 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 Ms. Yuko Tahara and Mr.

Kazuhiro Tanaka have been appointed as independent officers as provided for by the aforementioned
exchange.

. The Company has entered into a directors and officers liability insurance policy as stipulated in Article 430-3,

paragraph 1 of the Companies Act with an insurance company. The insurance policy includes the Directors of
the Company as the insureds. The insurance covers losses that may arise due to an insured’s assumption of
liability incurred in the course of the performance of duties, or receipt of claims pertaining to the pursuit of
such liability. If each candidate is elected and appointed as Director, each of them will be insured under the
insurance policy. The Company plans to renew the insurance policy with the same contents at the next
renewal.



Item 2: Election of One (1) Audit & Supervisory Board Member

Audit & Supervisory Board Member Mr. Tsukasa Miyachi will resign at the conclusion of this General Meeting
of Shareholders. Accordingly, the Company proposes to elect one (1) Audit & Supervisory Board Member.

The candidate for Audit & Supervisory Board Member is as follows.

Ms. Nobuko Inaba is a candidate whom the Company wishes to be elected as a substitute for the resigning Audit
& Supervisory Board Member Mr. Tsukasa Miyachi.

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

Number of the
. . Date of Birth Company’s shares
New | Qutside Audit 11 jonendent owned
Nobuko Inaba lection | & Supervisory |75 S
clecion 1 goard Member|  OTHICC September 28,
1966 0 shares

O Career Summary and Positions in the Company

Apr. 1989  Joined Nippon Telegraph And Telephone Corporation

Oct. 1993 Joined Century Audit Corporation (present Ernst & Young ShinNihon
LLC)

Jul. 1999 Transferred to Inspection Department, Financial Supervisory Agency
(present Supervision Bureau of Financial Services Agency)

Jul. 2001 Returned to Shin Nihon & Co. (present Ernst & Young ShinNihon LLC)

Oct. 2005  Opened Inaba Certified Accounting Office
Representative, Inaba Certified Accounting Office (To the present)

Jul. 2007 Founded PAS Co., Ltd. (present Hayabusa Consulting Corporation)
Representative Director, PAS Co., Ltd. (present Hayabusa Consulting
Corporation) (To the present)

Nov. 2010  Founded Hayabusa Audit Corporation
Representative Partner, Hayabusa Audit Corporation (To the present)

Jun. 2014 Outside Director, The Towa Bank, Ltd.
Outside Corporate Auditor, Yachiyo Bank, Limited (present Kiraboshi
Bank, Ltd.)

Oct. 2014  Outside Corporate Auditor, Tokyo TY Financial Group, Inc. (present Tokyo
Kiraboshi Financial Group, Inc.) (To the present)

Dec. 2014  Senior Partner, Hayabusa Tax Corporation (To the present)
Jun. 2019 Outside Corporate Auditor, DeNA Co., Ltd. (To the present)

O Significant Concurrent Positions

Representative, Inaba Certified Accounting Office

Representative Director, Hayabusa Consulting Corporation
Representative Partner, Hayabusa Audit Corporation

Senior Partner, Hayabusa Tax Corporation

Outside Corporate Auditor, Tokyo Kiraboshi Financial Group, Inc.
Outside Corporate Auditor, DeNA Co., Ltd.

O Reasons for Nomination as Candidate for Outside Audit & Supervisory Board
Member

Ms. Nobuko Inaba possesses specialist knowledge and experience relating to accounting
and tax affairs, which she accumulated as a certified public accountant and as a certified
public tax accountant. She is newly nominated as a candidate for Outside Audit &
Supervisory Board Member as she is expected to reflect such qualifications on auditing
of the Company.



(Notes) 1. There is no special interest between Ms. Nobuko Inaba and the Company.

2. Ms. Nobuko Inaba is a candidate for Outside Audit & Supervisory Board Member.

3. Kiraboshi Bank, Ltd. (formerly Yachiyo Bank, Limited), a subsidiary of Tokyo Kiraboshi Financial Group,
Inc. (formerly Tokyo TY Financial Group, Inc.), where Ms. Nobuko Inaba serves as an Outside Corporate
Auditor, announced that it punitively dismissed one of its employees for embezzling funds from customers’
deposit accounts as a disciplinary action in July 2018, which is during Ms. Nobuko Inaba’s term of office. Ms.
Nobuko Inaba was not aware of the employee’s conduct until an internal investigation was implemented at the
request of the customer in July 2018. She had been thoroughly raising awareness of compliance including that
of group companies at the Board of Directors, etc., as an Outside Corporate Auditor. Moreover, since the
discovery of such conduct, she made proposals to further strengthen the compliance system and to thoroughly
implement preventive measures on the Group as a whole, and has been monitoring the progress of such
proposals.

4. If this item is approved and adopted, the Company plans to enter into an agreement with Ms. Nobuko Inaba
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.

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

6. The Company has entered into a directors and officers liability insurance policy as stipulated in Article 430-3,
paragraph 1 of the Companies Act with an insurance company. The insurance policy includes the Audit &
Supervisory Board Members of the Company as the insureds. The insurance covers losses that may arise due
to an insured’s assumption of liability incurred in the course of the performance of duties, or receipt of claims
pertaining to the pursuit of such liability. If Ms. Nobuko Inaba is elected and appointed as Audit &
Supervisory Board Member, she will be insured under the insurance policy. The Company plans to renew the
insurance policy with the same contents at the next renewal.
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Item 3: Election of One (1) Substitute Audit & Supervisory Board Member

In order to prepare for the event that the number of Audit & Supervisory Board Members falls below the required
number stipulated by laws and regulations, the Company proposes to elect one (1) substitute Audit &
Supervisory Board Member.

The candidate for substitute Audit & Supervisory Board Member is as follows.

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

Number of the Company’s

Outside Audit & Date of Birth
Ikuko Akama‘[su Supervisory Board Indeg‘endent ate ol bir shares owned
Member otfhicer February 27, 1968 0 shares

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

Jan. 1995 Joined Showa Ota & Co. (present Ernst & Young ShinNihon LLC)
Apr. 1997  Registered as a certified public accountant
Apr. 2008  Registered as a certified fraud examiner

Dec. 2010  Senior Researcher, Management Training and Consulting Division,
Institute of Management, SANNO University (retired in March 2020)

Aug. 2018  Outside Director, TOP’S Inc. (To the present)

Jun. 2019 Outside Audit & Supervisory Board Member, Shinsei Bank, Ltd. (To the
present)

Jul. 2019 Council Member, The Japanese Institute of Certified Public Accountants
(To the present)

Jun. 2020  Outside Director, Cawachi Ltd. (To the present)
Outside Audit & Supervisory Board Member, Toyo Seikan Group
Holdings, Ltd. (To the present)

O Significant Concurrent Positions

Council Member, The Japanese Institute of Certified Public Accountants
Outside Director, Cawachi Ltd.

Outside Audit & Supervisory Board Member, Shinsei Bank, Ltd.

Outside Audit & Supervisory Board Member, Toyo Seikan Group Holdings, Ltd.

O Reasons for Nomination as Candidate for Substitute Outside Audit & Supervisory
Board Member

The Company expects that Ms. Ikuko Akamatsu’s specialist knowledge and experience
relating to accounting, which she accumulated as a certified public accountant and as a
certified fraud examiner, can be of benefit to the auditing of the Company. Thus, she is
nominated as a substitute Outside Audit & Supervisory Board Member. Although Ms.
Ikuko Akamatsu has not been involved in corporate management in ways other than
being an outside corporate officer, the Company judges she will appropriately fulfill her
duties as an Outside Audit & Supervisory Board Member based on the above reasons.
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(Notes) 1.
2.
3.

There is no special interest between Ms. Ikuko Akamatsu and the Company.

Ms. Tkuko Akamatsu is a candidate for substitute Outside Audit & Supervisory Board Member.

If Ms. Tkuko Akamatsu is appointed as Audit & Supervisory Board Member, the Company plans to enter into
an agreement with her 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.

. If Ms. Tkuko Akamatsu is appointed as Audit & Supervisory Board Member, the Company plans to submit

notification to Tokyo Stock Exchange, Inc. that she is appointed as an independent officer as provided for by
the aforementioned exchange.

. The Company has entered into a directors and officers liability insurance policy as stipulated in Article 430-3,

paragraph 1 of the Companies Act with an insurance company. The insurance policy includes the Audit &
Supervisory Board Members of the Company as the insureds. The insurance covers losses that may arise due
to an insured’s assumption of liability incurred in the course of the performance of duties, or receipt of claims
pertaining to the pursuit of such liability. If Ms. Ikuko Akamatsu is elected and appointed as Audit &
Supervisory Board Member, she will be insured under the insurance policy. The Company plans to renew the
insurance policy with the same contents at the next renewal.
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(Attached documents)

BUSINESS REPORT (from April 1, 2020 to March 31, 2021)

1. Items Regarding Status of Group Operations
(1) Overview of Operations

In the fiscal year under review, the global economy faced one of the greatest collapses in history due to
the COVID-19 pandemic. It later staged a rapid recovery, driven by the U.S. and China, thanks to the
mobilization of government policies and measures to control infections, including vaccine development
and rollout.

In the U.S., both the number of infections and the number of fatalities reached the highest in the world
amidst the political and social upheaval coinciding with the changeover of political power. However, the
U.S. economy is recovering rapidly, supported by quantitative easing and historically high government
spending. In Europe, which suffered the most severe economic downturn as a consequence of COVID-
19, economic activity continued to be restricted in many major economies due to the resurgence of
infections or the emergence of variants. In some economies, however, the restrictions have started to pay
off. Meanwhile, China, which succeeded in quickly containing the virus thanks to extremely severe
measures, has been the only major country to maintain positive full-year growth and to return the
economy to pre-pandemic levels, with consumer activity improving following production.

The Japanese economy experienced a major downturn, especially during the first half of the fiscal year,
reflecting the declaration of a state of emergency twice and the curtailment of economic activity as a
result. However, this dramatic slump bottomed out in the summer and, despite the declaration of the
second state of emergency, the drop in consumption was small compared with last spring and the
economic impact of the resurgence of infections is currently confined to a small number of sectors.

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

Revenue increased in the meat products business, reflecting the capturing of demand for home-cooked
food during the COVID-19 pandemic which has been raging since the first quarter. However, revenue
decreased in other areas such as the mobile business, where store footfall decreased as people refrained
from going out and opening hours were shortened due to the declaration of a state of emergency, the
foods business, where sales related to the food service sector decreased, and the energy business, which
was hit by falling crude oil prices. Whilst profit increased in the feedstuff business, reflecting demand
for home-cooked food and an upturn in the market, profit fell in other areas such as the mobile business,
where sales decreased, the meat products business, where sales related to the food service sector fell
sharply, and the oilfield tubing business, which continued to be affected by sluggish drilling demand.

As aresult, revenue for the current fiscal year came to ¥649,142 million, down ¥72,660 million (10.1%)
year on year. Gross profit decreased ¥9,389 million (8.5%) year on year to ¥101,515 million. Operating
profit decreased ¥4,717 million (16.6%) year on year to ¥23,635 million, reflecting a decrease in gross
profit, despite lower selling, general and administrative expenses. Furthermore, profit before tax
decreased ¥3,364 million (12.5%) year on year to ¥23,580 million due to an improvement in net finance
income (costs) and an improvement in the share of profit (loss) of investments accounted for using the
equity method. Profit for the year attributable to owners of the parent decreased ¥1,084 million (7.5%)
year on year to ¥13,315 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 9.7%.

As for the financial position, total assets rose ¥5,824 million from the end of the previous fiscal year to
¥557,495 million. Interest-bearing debt decreased ¥21,237 million from the end of the previous fiscal
year to ¥122,157 million, mainly due to the repayment of borrowings and the redemption of bonds. Net
interest-bearing debt after deducting cash and deposits fell ¥11,287 million from the end of the previous
fiscal year to ¥40,520 million. Interest-bearing debt does not include lease liabilities. In terms of equity,
equity attributable to owners of the parent (shareholders’ equity) rose ¥13,097 million from the end of
the previous fiscal year to ¥143,926 million, mainly reflecting an increase in retained earnings and
increases in other components of equity resulting from yen depreciation and rising share prices. As a
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result, the ratio of equity attributable to owners of the parent (equity ratio) came to 25.8%. The net debt-
equity ratio (net D/E ratio) was 0.3 times. In this way, the Company maintained its financial soundness.

Overview of performance by business segment

Electronics & Devices

Revenue  ¥226,109 million (down 11.2% year on year) 34.8%

The ICT solutions business turned in a generally solid performance, despite slow

growth in server and storage related sales to the manufacturing industry and services

sector. The mobile business remained weak mainly due to decreased store footfall reflecting shorter
business hours. The semiconductor parts and manufacturing equipment business performed solidly in
areas such as shipments to China in transactions involving LCD manufacturing equipment. As a result,
overall segment revenue and profit decreased year on year.

Foods & Grain

7.7
Revenue  ¥244,617 million (down 2.7% year on year) 3 7
The grain business remained strong, partly due to growing demand for home-cooked

food and an upturn in the market. The foods business and the meat products business

gave weak performances due largely to struggling sales related to the food service sector. As a result,
overall segment revenue and profit decreased year on year.

Steel, Materials & Plant

Revenue ¥96,831 million (down 25.4% year on year) ( 14.99

The energy business performed solidly mainly thanks to improvement in the

profitability of domestic transactions involving petroleum products. Meanwhile, the

iron and steel business was lackluster mainly due to the effect of high raw materials

prices and the stagnation of overseas markets, despite improvement in market conditions for transactions
involving iron and steel in Japan after manufacturers adopted a policy of raising prices. The machine
tools and industrial machinery business was also weak due primarily to postponed capital investment
plans, and the oilfield tubing business also performed poorly under the continued impact of weak
drilling demand. As a result, overall segment revenue and profit decreased year on year.

/
11.0%

Motor Vehicles & Aerospace

Revenue  ¥71,086 million (down 4.7% year on year)

In the aerospace business, domestic aircraft-related transactions with government

agencies were solid, although overseas transactions involving aircraft parts were sluggish. The motor
vehicles and parts business recovered slightly from the decline in global demand but was still affected
and remained weak. As a result, overall segment revenue and profit decreased year on year.

'

Revenue  ¥10,497 million (down 8.1% year on year) 1.6%

In the other business segment, revenue and profit decreased year on year.
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(Revenue by business segment)

Business Seement Amount Share of Total Revenue | Year-on-year Change
s (million yen) (%) (%)

Electronics & Devices 226,109 34.8 (11.2)
Foods & Grain 244,617 37.7 2.7)
Steel, Materials & Plant 96,831 14.9 (25.4)
Motor Vehicles & 71,086 11.0 (4.7)
Aerospace
Other 10,497 1.6 8.1)
Total 649,142 100.0 (10.1)

(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 /Z7z#e 135,

In the current fiscal year, the Group mainly procured funds using indirect financing thanks to good
relations with main banks, regional banks, insurance companies and other financial institutions. The
Group also procured funds from capital markets by issuing straight corporate bonds as a means of
raising long-term capital.

As aresult, at the end of the current fiscal year, the balance of net interest-bearing debt stood at ¥40,520
million, a year-on-year decrease of ¥11,287 million from the end of the previous fiscal year.

(4) Status of Significant Business Realignments
Not applicable.
(5) Issues to Be Addressed

The Group has established /77z+2 135, its six-year medium-term vision (from April 2018 through
March 2024), and has been carrying out initiatives of the vision. As the fiscal year ended March 31,
2021 marks the end of the first three years of the vision, the Company has reaffirmed its direction at the
halfway point. The Company has not made any changes to its basic policy of expanding the revenue
base and pursuing the acquisition of added value through business investments in business areas that
contain strengths while aiming for sustainable growth in the fundamental businesses. However, in light
of the progress of business investment and the impact of the spread of COVID-19, among other factors,
the Company has decided to revise its quantitative targets and add the promotion of initiatives for SDGs
and DX to its priority initiatives.
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(1) Quantitative targets

Original Final Year Target
(the fiscal year ending
March 31, 2024)

Revised Final Year Target
(the fiscal year ending
March 31, 2024)

March 31, 2021
Results

Consolidated profit
for the year

¥25.0 billion

¥20.0 billion

¥13.3 billion

ROE

13% - 15%

10% - 12%

9.7%

Total return ratio

25% -30%

30% - 35%

37.6%

(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, the expansion of the revenue base through business

investments, and acquisition of added value

The Company will work toward sustainable growth in fundamental businesses and carry out growth
investment while achieving a balance between capital and risk assets, on the ground of its sound
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.

*  For investments mainly for expansion of the revenue base, the Company established a printer
sales company in Germany, concluded a business transfer agreement for an IC test handler
business, and made equity-method investment in a Vietnamese steel frame and bridge
fabricator.

*  For investments mainly for acquisition of added value, the Company acquired a trading
company for wafer marking systems, and a company that develops and manufactures
tachographs.

In the last three years of the vision, in addition to the initiatives stated above, the Company will also
promote investment in business areas under the themes of environment, society and safety as
activities toward the achievement of SDGs.

(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 invested in a healthcare innovation investment limited
partnership, launched a new project aimed at promoting the formation of a domestic data trading
market that is expected to expand, and launched a business co-creation platform to promote open
innovation.

In the last three years of the vision, in addition to the initiatives stated above, the Company will also
work to promote DX on a groupwide basis.

(ii1) Establishment of management infrastructure for achieving sustainable growth

In the current fiscal year, the Company mainly carried out the following initiatives.

Firstly, as part of developing our human resources for management-level positions, under an
internal training system Kanematsu University, the Company has established a Graduate School
program, equivalent to a master’s program of approximately five years for acquiring advanced
management know-how, as a complement to the existing curriculum that is intended to take

16



approximately ten years and designed to instill basic management knowledge. In this way, the
Company aims to further expand its management human resources.

Secondly, as part of the workstyle reforms, the Company has established a work from home policy
for remote working. To enhance remote work environments, the Company has started to distribute
notebook PCs and smartphones to all employees while promoting internal DX such as digitization
of internal approval processes and migration of various data to cloud environments. The Company
will continue to strive to build a working environment that enables diverse working styles.

Thirdly, for the sustainable growth of both the Company and the society, the Company is promoting
business and management with more consideration for SDGs, led by the Sustainability
Management Committee and the Sustainability Management Section.

Despite implementing the above initiatives, in the current fiscal year, which is the halfway point or
the third year of /27ur2 135, partly due to the impact of COVID-19, the profit for the year
attributable to owners of the parent came to ¥13.3 billion. Furthermore, the ratio of profit
attributable to owners of the parent to equity attributable to owners of the parent or equity capital
(ROE) came to 9.7%.

The year-end dividend will be ¥30 per share as the forecast for the dividend announced at the
beginning of the fiscal year. The annual dividend per share will be ¥60 per share, including an
interim dividend of ¥30 per share already paid. As a result, the payout ratio will be 37.6%,
exceeding 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, it is expected to return to pre-pandemic levels as
economic activity in each country returns to normal with the rollout of vaccination programs,
despite lingering uncertainty caused by COVID-19.

The Japanese economy will see a more gradual return to normal activity than other major
economies, partly due to the slow rollout of vaccines.

In this environment, due to the elimination of the negative factors in the mobile business and the
meat products business that occurred in the current fiscal year and the promotion of investments in
new businesses, etc., the Company forecasts that the profit for the year attributable to owners of the
parent will be ¥15.0 billion in the next fiscal year, returning to the pre-COVID-19 level.

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 33.4% of payout ratio, unchanged from the current fiscal year, in line
with our basic policy of paying stable and sustained shareholder returns, despite the lingering
economic uncertainty.

*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 124th Term | 125thTerm | 126th Term | . 27 Term
gory (FY2018) (FY2019) (FY2020) (yFY202 1)

Revenue million yen 714,790 723,849 721,802 649,142
Profit for the year

attributable to million yen 16,317 16,605 14,399 13,315
owners of the parent

Basic earnings per share  yen 193.79 198.22 172.43 159.44
Total assets million yen 519,889 549,459 551,671 557,495
Total equity million yen 147,050 158,698 166,174 180,492

(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).

2. Basic earnings per share since the 125th term is calculated based on the average number of shares during
the period after the shares of the Company owned by the stock issuance 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 124th term.

(7) Significant Subsidiaries

Capital Equity
Company Name -apita Share Major Areas of Operation
(million yen)| ~
(%)
Kanematsu Electronics Ltd. 9,031 | 58.21 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 and housing
materials business
Kanematsu Trading Corp. 260 | 100.00 Sales of general steel and construction
materials
Kanematsu KGK Corp. 706 | 100.00 Sales of machine tools and industrial
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
409,119

(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, 2021)

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, 2021)
(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. (Chuo-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, 2021)

Business Segment Number of Employees Year-on-Year Change
(persons) (persons)
Electronics & Devices 4,253 50
Foods & Grain 788 38
Steel, Materials & Plant 1,205 (16)
Motor Vehicles & Aerospace 375 32
Other 224 (11)
Corporate (Common) 451 21
Total 7,296 114

(Note) The number of employees is the number of workers.
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(11) Major Lenders (as of March 31, 2021)

Lender

Loan Balance at End of Fiscal Year
(million yen)

MUFG Bank, Ltd. 25,984
Mizuho Bank, Ltd. 15,100
The Norinchukin Bank 11,300
Sumitomo Mitsui Trust Bank, Limited 11,343
Aozora Bank, Ltd. 11,466

(12) Other Significant Matters

No items to report.
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2. Items Regarding Shares of the Company (as of March 31, 2021)
(1) Number of Shares Authorized to Be Issued 200,000,000 shares

(2) Number of Issued Shares 84,500,202 shares
(including 260,758 shares of treasury stock)
(3) Number of Shareholders 20,288
(4) Principal Shareholders (top 10 shareholders)
Number of Shareholding
Shareholder Name Shares Held Ratio
(thousand shares) (%)

Custody Bank of Japan, Ltd. (Trust account) 10,709 12.71
The Master Trust Bank of Japan, Ltd. (Trust account) 6,460 7.66
Tokio Marine & Nichido Fire Insurance Co., Ltd. 2,322 2.75
MSIP CLIENT SECURITIES 2,235 2.65
SSBTC CLIENT OMNIBUS ACCOUNT 1,972 2.34
Custody Bank of Japan, Ltd. (Trust account 9) 1,681 1.99
MUFG Bank, Ltd. 1,417 1.68
GOVERNMENT OF NORWAY 1,369 1.62
The Norinchukin Bank 1,249 1.48
The Bank of New York Mellon Corporation 140042 1,224 1.45

(Note) The shareholding ratio is calculated after the treasury stock (260,758 shares) was deducted. Treasury stock
(260,758 shares) does not include the shares of the Company owned by the stock issuance trust for officers
(702,500 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, 2021)

Responsibilities in the Company

Title Name and Significant Concurrent Positions
Chairman Masayuki Shimojima | Chief Officer, Internal Auditing Dept.
President Kaoru Tanigawa

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

Director Yoshiya Miyabe General Manager, Nagoya Branch

Chief Officer, Technologies and Business Collaboration
Director, Kanematsu Sustech Corporation

Director Tetsuro Tsutano Chief Officer, Finance, Accounting, Business Accounting

President and CEQO, Basic Inc.

Representative Director, Frame & Work Module Promotion
Director Yuko Tahara Association

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

Professor, Graduate School of Business Administration,

Director Kazuhiro Tanaka Hitotsubashi University

Audit & Supervisory Board

Member (Full-time) Tetsuro Murao

Audit & Supervisory Board

Member (Full-time) Motohisa Hirai

Audit & Supervisory Board

Member Tsukasa Miyachi Certified public accountant

Attorney at law

Outside Director (Audit and Supervisory Committee
member), UNITED ARROWS LTD.

II\A/I%?II;Ebﬁ Supervisory Board Yusaku Kurahashi

(Notes) 1. Ms. Yuko Tahara and Mr. Kazuhiro Tanaka are Outside Directors as stipulated in Article 2, item 15 of the
Companies Act.

2. Messrs. Tsukasa Miyachi and Yusaku Kurahashi 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 Tetsuro Murao has the experience of serving for many years in
corporate management at important positions, giving him a suitable level of insight concerning finance
and accounting.

* Audit & Supervisory Board Member Motohisa Hirai has the experience of serving for many years in
corporate management at important positions, 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 Yuko
Tahara, Kazuhiro Tanaka, and Outside Audit & Supervisory Board Members Tsukasa Miyachi and Yusaku
Kurahashi have been appointed as independent officers as provided for by the aforementioned exchange.
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position of Executive Officer.

5. The Company adopts the executive officer system. As of April 1, 2021, the following people hold the

Title

Name

Responsibilities in the Company

* President

Kaoru Tanigawa

* Senior Managing

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

Officer

Executive Officer Yoshiya Miyabe General Manager, Nagoya Branch
Chief Officer, Technologies and Business
Collaboration
Senior Managing o . Chief Officer, Credit Control, Legal and
Exccutive Officer Toshihide Motoshita Compliance
Managmg Eiji Kan Chief Officer, Steel, Materials and Plant Division
Executive Officer
Senior Executive . . Chief Officer, Grain, Oilseeds and Feedstuff
Masayuki Hamasaki Division

Senior Executive
Officer

Masahiro Harada

Chief Officer, Electronics and Devices Division

Senior Executive
Officer

Kazuo Tanaka

Chief Officer, Human Resources and General
Affairs, Traffic and Insurance

* Senior Executive
Officer

Tetsuro Tsutano

Chief Officer, Finance, Accounting, Business
Accounting

Executive Officer

Koichi Koizumi

Deputy Chief Officer, Motor Vehicles and
Acrospace Division

General Manager, Motor Vehicles & Parts Dept.
No.1

Executive Officer

Ryoichi Kidokoro

President, Kanematsu USA Inc.

President, Kanematsu America do Sul Importacao
e Exportacao Ltda.

Executive Officer

Osamu Iwata

Deputy Chief Officer, Steel, Materials and Plant
Division

Executive Officer

Hiroshi Yamashina

President, Kanematsu G.m.b.H
President, Kanematsu Europe PLC

Executive Officer

Yoichiro Muramatsu

Chief Officer, Corporate Planning, IT Planning

Executive Officer

Jun Nakajima

Deputy Chief Officer, Grain, Oilseeds and
Feedstuff Division

General Manager, Grain & Feedstuff Department

Executive Officer

Toru Hashimoto

Chief Officer, Meat Products Division

Executive Officer

Koichi Nishimura

Chief Officer, Foods Division

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

(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 Yuko Tahara and Kazuhiro Tanaka, Audit & Supervisory
Board Members Tetsuro Murao and Motohisa Hirai, and Outside Audit & Supervisory Board Members
Tsukasa Miyachi and Yusaku Kurahashi, 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, Etc.
(1) Policy on Determining the Content of Officer Compensation, Etc.

At the Board of Directors meeting held on February 22, 2021, the Company resolved to adopt a policy
for determining the content of compensation, etc. for individual Directors. Upon making the resolution,
the Board consulted the Compensation Committee in advance regarding the details of the resolution to
be made, and received recommendations. With respect to the compensation, etc. for individual Directors
for the fiscal year under review, the Board of Directors has determined that the compensation, etc. is in
line with the policy after confirming that the method of determining it and the resultant compensation,
etc. are consistent with the policy and that when making decisions, recommendations from the
Compensation Committee have been respected.

The details of the policy for determining the content of compensation, etc. for individual Directors are as
follows.

1. Basic policy

The basic policy for compensation for Directors of the Company is to adopt a compensation system
that is linked to the interests of shareholder, in order to ensure the system functions sufficiently as
an incentive to sustainably enhance corporate value, while also ensuring that, when making
decisions about the compensation of individual Directors, this compensation is at a level appropriate
to their respective responsibilities. Specifically, compensation for executive Directors consists of
basic compensation as fixed compensation, performance-linked compensation, etc. and stock
compensation. Compensation for Outside Directors, who perform supervisory functions, consists
of only basic compensation in light of their duties.

2. Policy on determining the amount of basic compensation for individuals

The basic compensation for Directors of the Company is a monthly fixed compensation, and is
determined in accordance with their positions and responsibilities, after comprehensively taking
into consideration the level of compensation at peers, the business performance of the Company,
and salary levels for employees.

3. Policy on determining the content of performance-linked compensation, etc. and non-monetary
compensation, etc. and the methods for calculating the amount or number of shares of such
compensation

In order to enhance officers’ awareness of enhancing business performance each fiscal year,
performance-linked compensation, etc. is cash compensation that reflects the performance indicator
(profit for the year attributable to owners of the parent). An amount calculated based on the
performance indicator and its value is paid as a bonus at a certain time each year. The performance
indicator to be used is determined when a Medium-Term Business Plan is formulated in a way that
is consistent with the plan, and is revised as appropriate with changes in the environment,
considering any recommendations from the Compensation Committee.

In order to enhance officer’s awareness of contributing to the medium- to long-term enhancement
of business performance and the increase in corporate value of the Company, non-monetary
compensation, etc. is stock compensation that reflects the performance indicator (profit for the year
attributable to owners of the parent). The number of shares to be granted is calculated in accordance
with the level of achievement of performance targets set forth in the Medium-Term Business Plan
and other factors, and is delivered upon retirement. The performance indicator to be used and its
target value are determined when a Medium-Term Business Plan is formulated in a way that is
consistent with the plan, and are revised as appropriate with changes in the environment,
considering any recommendations from the Compensation Committee.

4. Policy on determining the proportion of compensation amounts of monetary compensation,
performance-linked compensation, etc. and non-monetary compensation, etc. in the amount of
compensation, etc. for individual Directors
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The proportion of each type of compensation for executive Directors is considered by the
Compensation Committee, taking into account compensation levels benchmarked against
companies of a similar business scale to the Company or in a related industry or business format.
The Board of Directors determines the details of compensation, etc. for individual Directors within
the scope of the proportion of compensation for each type of compensation indicated in the
recommendation of the Compensation Committee, while also respecting the content of this
recommendation. Furthermore, in terms of general amounts for the proportion of each type of
compensation, the ratio is as follows: basic compensation: performance-linked compensation, etc.:
non-monetary compensation, etc. = 40% - 70%: 15% - 45%: 15% - 30%. (If the level of
achievement of performance targets is 100%.)

Policy on determining the content of compensation, etc. for individual Directors

The Board of Directors determines the amount of basic compensation for individual Directors and
the method to determine performance-linked compensation after consulting the Compensation
Committee regarding a draft proposal and receiving a recommendation, while also respecting the
content of this recommendation. Regarding the method of determining non-monetary
compensation, etc., the Board of Directors determines the number of shares to be allocated to each
individual Director based on a recommendation from the Compensation Committee.
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(i1) Total Amount of Compensation, etc. for the Fiscal Year under Review

Total Amount of Compensation, etc. by Type
(million yen)
Non-Monetary
Catesor Total Amount Monetary Compensation, Etc. | Compensation, Number of
gory (million yen) Etc. Persons
Performance-
Basic Linked Performance-
. . Linked Stock
Compensation | Compensation, .
Compensation
Etc.
Directors (excluding
Outside Directors) 214 164 33 16 4
Outside Directors 19 19 - - 3
Audit & Supervisory
Board Members
(excluding Outside 49 49 - - 2
Audit & Supervisory
Board Members)
Outside Audit &
Supervisory Board 26 26 - - 3
Members
Total 309 259 33 16 12

(Notes) 1. Regarding the amount of monetary compensation, etc., at the 121st Ordinary General Meeting of

Shareholders held on June 24, 2015, the Company obtained approval to set the maximum amount of
compensation per year to ¥300 million for Directors (including ¥30 million for Outside Directors), and to
¥84 million for Audit & Supervisory Board Members.

The Company had seven Directors (including two Outside Directors), and four Audit & Supervisory
Board Members (including three Outside Audit & Supervisory Board Members) at the conclusion of the
General Meeting of Shareholders.

. Separate from the monetary compensation, etc., at the 124th Ordinary General Meeting of Shareholders

held on June 22, 2018, the Company obtained approval for a trust, set up by the Company by contributing
money to it, to acquire shares of the Company, and for a performance-linked stock compensation system
under which shares of the Company are granted to eligible Directors (excluding Outside Directors)
through the trust of an amount equivalent to the number of points that corresponds to the eligible
Director’s position and achievement levels, etc. with respect to performance targets. This system has been
established to operate with a trust period of about six years from August 2018 to August 2024, with a
maximum number of points to be granted to eligible Directors (excluding Outside Directors) of 140,000
points (where 1 point is equal to 1 share of the Company) multiplied by the number of years of the trust
period. The maximum amount of money to be contributed by the Company to acquire Company shares
needed to deliver to Directors has been set at ¥450 million, and the method to acquire shares of the
Company has been designated as either through the stock market (including off-floor trading) or from the
Company by means of the disposal of treasury stock. Directors receive the Company’s shares upon their
retirement, in principle.

The Company had five Directors (excluding Outside Directors) at the conclusion of the General Meeting
of Shareholders.

. The performance indicator related to performance-linked compensation, etc. and non-monetary

compensation, etc. is profit for the year attributable to owners of the parent, which was ¥13,315 million for
the fiscal year under review. The reasons for selecting this indicator is described in “(i) Policy on
Determining the Content of Officer Compensation, Etc. 3. Policy on determining the content of
performance-linked compensation, etc. and non-monetary compensation, etc. and the methods for
calculating the amount or number of shares of such compensation.”
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4. Performance-linked compensation, etc. is calculated by multiplying profit for the year attributable to
owners of the parent, as shown in the Annual Securities Report, by 0.25% (or ¥0 if profit for the year
attributable to owners of the parent is less than ¥5.0 billion) or ¥50 million, whichever is less.

5. The performance-linked stock compensation is subject to an evaluation period, which is the period set for
the Medium-Term Business Plan (from April 1, 2018 to March 31, 2024), and the amount of the
performance-linked stock compensation is equal to the aggregate of the amounts calculated using the
formula provided below for each year of the aforementioned evaluation period (amounts less than one yen
are rounded up). Note that the result of profit for the year attributable to owners of the parent shall be
profit for the year attributable to owners of the parent shown in the Annual Securities Report in the final
fiscal year of the aforementioned evaluation period.

Formula for calculating the amount of performance-linked stock compensation:

Profit for the year attributable to owners of the parent of less than ¥5.0 billion:
¥0

Profit for the year attributable to owners of the parent of ¥5.0 billion or more and less than ¥25.0 billion:
Profit for the year attributable to owners of the parent x 0.18%

Profit for the year attributable to owners of the parent of ¥25.0 billion or more and less than ¥30.0 billion:
Profit for the year attributable to owners of the parent x 0.20%

Profit for the year attributable to owners of the parent of ¥30.0 billion or more:
¥60 million

6. The amount of performance-linked stock compensation (¥16 million) is the amount recorded as costs for
performance-linked stock compensation in the fiscal year under review.

7. The Company had four Directors (excluding Outside Directors), two Outside Directors, two Audit &
Supervisory Board Members (excluding Outside Audit & Supervisory Board Members), and two 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 Outside Director and one
Outside Audit & Supervisory Board Member who retired at the conclusion of the 126th Ordinary General
Meeting of Shareholders held on June 24, 2020.

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

(i) Status of Significant Concurrent Positions of Other Companies, etc. and Relationships Between the
Company and Those Companies, Etc.

Director Yuko Tahara is the President and CEO of Basic Inc., the Representative Director of Frame
& Work Module Promotion Association, and an Outside Director (Audit and Supervisory
Committee Member) of Sanyo Homes Corporation. There are no special trading relationships
between the Company and Basic Inc., the Company and Frame & Work Module Promotion
Association, or the Company and Sanyo Homes Corporation.

Director Kazuhiro Tanaka is a Professor of Graduate School of Business Administration,
Hitotsubashi University. There are no special trading relationships between the Company and
Hitotsubashi University.

Audit & Supervisory Board Member Yusaku Kurahashi is an Outside Director (Audit and
Supervisory Committee member) of UNITED ARROWS LTD. There are no special trading
relationships between the Company and UNITED ARROWS LTD.
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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 and Duties Performed
regarding Roles Expected of Outside
Directors

Director

Yuko Tahara

17/17

She provides advice on management and
appropriately supervises the execution of
operations based on her wealth of
experience in corporate management and
deep insight gained through experiences in
human resources and organizational
consulting businesses.

In addition, as a member of the
Nominating Committee and the
Compensation Committee, she deliberates
on the selection of candidates for officers
of the Company and the determination of
officer compensation, etc. from an
objective and impartial standpoint, and
provides recommendations to the Board of
Directors.

Kazuhiro
Tanaka

14/14

He is a university professor specializing in
business administration and provides
advice on management and appropriately
supervises the execution of operations
based on his extensive expertise and deep
insight regarding corporate management.
In addition, as a member of the
Nominating Committee and the
Compensation Committee, he deliberates
on the selection of candidates for officers
of the Company and the determination of
officer compensation, etc. from an
objective and impartial standpoint, and
provides recommendations to the Board of
Directors.

Audit &
Supervisor
y Board
Member

Tsukasa
Miyachi

16/17

14/14

He properly offers necessary comments
based on his specialist knowledge and
experience as a certified public accountant.

Yusaku
Kurahashi

17/17

14/14

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

(Note) Director Kazuhiro Tanaka was elected at the 126th Ordinary General Meeting of Shareholders
held on June 24, 2020, and because of this, the number shown for meetings of the Board of
Directors held differs from those of other Outside Directors and Outside Audit & Supervisory
Board Members.
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4. Status of Accounting Auditor
(1) Name of Accounting Auditor

PricewaterhouseCoopers Aarata LLC

(2) Amount of Compensation, etc.

Category Al.ld.it Fees Noq-gudit Fee
(million yen) (million yen)
The Company 193 0
Consolidated subsidiaries 199 —
Total 392 0

(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.

2. 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 1 of the Certified Public Accountants Act (non-auditing tasks).

3. 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.

4. 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

The 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 1, 2021)

“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.

(i1) In its Detailed Rules for Document Retention, the Company has established standards for the
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.

(ii1) The Company has established in these Detailed Rules for Document 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

(i) 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.

(i) 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.

(ii)) 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.

(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.

(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
management activities of subsidiaries while conducting internal audits into the control and
management of business risks in subsidiaries.
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(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

(1) 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
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
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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.

(i) 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 fiscal year under review is provided below.

* Status of Compliance and Risk Management

The President and other Executive Officers repeatedly made statements to employees of the
Company and officers and employees of its subsidiaries about the importance of compliance and
the need to establish ethics of individual employees. In addition, continuous efforts were made to
instill and enhance awareness of compliance through such means as case introductions at internal
compliance trainings and thorough execution of immediate report upon recognition of concerns
over violation of compliance.

To realize greater efficiency and effectiveness of operational controls and risk management, the
Company revised its internal rules such as Corporate Rules as appropriate in light of changes in
laws and regulations and in the external environment. Moreover, as measures to address new
issues, the Company has worked on further utilization of telecommuting and flextime, as well as
the reform of business systems using digital technology (DX promotion), in order to develop a
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work environment that enables more flexible work arrangements from the viewpoint of not only
promoting work style reform but also maintaining corporate activities in the event of a pandemic,
etc.

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
Company and its subsidiaries 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.

 Status of Performance of Duties by Directors, etc.

The Board of Directors meetings, which in principle are held monthly, were held in total 17 times.
At these meetings, management policies and other important matters of the Company and 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 26
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 22
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.

The Company has made efforts to disseminate to its employees important issues to be addressed by
the Group and policies for handling them to ensure they are aware of these matters through the
President’s speech made at the beginning of the fiscal year and other occasions, as well as through
the intranet. As specific measures, the Company has established the Sustainability Management
Committee, which examines and reconstructs important issues that the Group must address for
sustainable growth from the perspective of SDGs. At the same time, the Company has decided to
include the relationship with SDGs in factors to consider when deliberating and approving
investment projects, conclusion of important contracts, or acquisition of important assets. In
addition, as measures to speed up decision-making, increase productivity, and further, to contribute
to promoting various ways of working, the Company promoted DX of its business systems,
including digitalizing internal documents, storing documents online, and introducing an electronic
approval system.

As for initiatives to develop human resources, the Company expanded its training system,
including conducting training to promote diversity and inclusion and developing training programs
for mid-level employees and above. In addition, the Company expanded the foundation for diverse
working styles by revising its internal systems (e.g. enhancement of the convenience of the
flextime system as well as childcare and nursing care leave systems, introduction of a
telecommuting system, etc.).

* Status of 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.
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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, key audit matters, and other matters.

(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 /ZZu«rz 135 the Company has revised its target payout ratio (total return
ratio) to 30% - 35%. The Company will continuously aim to pay stable and sustained shareholder
returns.

Pursuant to the provisions in Article 459, paragraph 1 of the Company Act, it is stipulated in the Articles
of Association of the Company that dividends from surplus can be determined by a resolution of the
Board of Directors. Likewise, the record date of the interim dividend and of the year-end dividend
should be September 30 and March 31 of every fiscal year, respectively, as stipulated in the Articles of
Association and dividend shall be paid twice annually by a resolution of the Board of Directors, in
principle.

36



Consolidated Financial Statements

Consolidated statement of financial position (As of March 31, 2021)

(Million yen)
Item Amount Item Amount
ASSETS LIABILITIES
Current assets 420,894 | |Current liabilities 284,909
Cash and cash equivalents 81,045 Trade and other payables 182,980
Trade and other receivables 207,285 Bonds and borrowings 57,723
Inventories 99,711 Lease liabilities 6,999
Other financial assets 6,512 Other financial liabilities 5,442
Other current assets 26,339 Income taxes payable 2,942
Provisions 607
Non-current assets 136,601 Other current liabilities 28,213
Property, plant and equipment 42,246 | [Non-current liabilities 92,093
Goodwill 10,296 Bonds and borrowings 64,434
Intangible assets 24,926 Lease liabilities 10,328
Investments accounted for using the 11,869 Other financial liabilities 1,807
equity method Retirement benefit liabilities 6,517
Trade and other receivables 1,280 Provisions 1,944
Other investments 33,536 Deferred tax liabilities 5,527
Other financial assets 7,079 Other non-current liabilities 1,533
Deferred tax assets 2,318 | |Total liabilities 377,003
Other non-current assets 3,046 EQUITY
Equity
Share capital 27,781
Capital surplus 27,034
Retained earnings 78,070
Treasury stock (1,311)
Other components of equity 12,351
Exchange differences on translation 1,633
of foreign operations
Financial assets measured at fair 10,163
value through other comprehensive
income
Cash flow hedges 554
Total equity attributable to owners 143,926
of the Parent
Non-controlling interests 36,566
Total equity 180,492
Total assets 557,495
Total liabilities and equity 557,495

(Note) Figures are rounded down to the nearest million yen.

37




Consolidated statement of income (From April 1, 2020 to March 31, 2021)

(Million yen)
Item Amount
Revenue 649,142
Cost of sales (547,626)
Gross profit 101,515
Selling, general and administrative expenses (78,893)
Other income (expenses)

Gain (loss) on sale or disposal of property, plant and equipment and (174)

intangible assets, net

Impairment loss on property, plant and equipment and intangible (44)

assets

Other income 1,688

Other expenses 457) 1,013
Operating profit 23,635
Finance income

Interest income 161

Dividend income 1,100

Other finance income 19 1,281
Finance costs

Interest expenses (1,818)

Other finance costs (210) (2,029)
Share of profit (loss) of investments accounted for using the equity 692
method
Profit before tax 23,580
Income tax expense (7,329)
Profit for the year 16,251
Profit for the year attributable to:

Owners of the Parent 13,315

Non-controlling interests 2,935

(Note) Figures are rounded down to the nearest million yen.
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Consolidated statement of changes in equity (From April 1, 2020 to March 31, 2021)

(Million yen)
Equity attributable to owners of the Parent
Other components of equity
Financial asset:
Exchange . Re-
. Capital Retained Treasury | 4i measured at fai "
Share capital surplus earnings stock t;arf;f;f;rsl grfl value through | Cash flow mséflzl:g::;zn
foreign other . hedges benefit
h comprehensive .
operations . pension plans
income
Balance as of March 31, 2020 27,781 26,957 69,540 (1,309) 930 6,816 13 -
Profit 13,315
Other comprehensive income 703 3,308 441 263
Total comprehensive income _ _ 13,315 _ 703 3,308 441 263
for the year
Dividends (5,010)
Dividends paid to non-
controlling interests
Acquisition of treasury stock 1)
Disposition of treasury stock 1 (1]
Equity transactions with non- 30
controlling interests
Share-based payment 45
transactions
Total transactions with owners - 76 (5,010) (€)] - - - -
Reclassification from other
components of equity to 225 38 (263)
retained earnings
Balance as of March 31, 2021 27,781 27,034 78,070 (1,311) 1,633 10,163 554 -
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, 2020 7,860 130,829 35,344 166,174
Profit - 13,315 2,935 16,251
Other comprehensive income 4,716 4,716 212 4,929
Total comprehensive income for 4716 18,031 3,148 21,180
the year
Dividends - (5,010) (5,010)
Dividends paid to non-
controlling interests B B (1,750) (1,750)
Acquisition of treasury stock - ) 1)
Disposition of treasury stock - 1 1
Equity transactions with non-
controlling interests B 30 a7 (146)
Share-bgsed payment B 45 45
transactions
Total transactions with owners - (4,934) (1,927) (6,862)
Reclassification from other
components of equity to (225) - -
retained earnings
Balance as of March 31, 2021 12,351 143,926 36,566 180,492

(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, 2021)

(Million yen)
Item Amount Item Amount
ASSETS LIABILITIES
Current assets 153,910 Current liabilities 108,691
Cash and bank deposits 10,735 Notes payable 129
Notes receivable 1,119 Import bills payable 44,956
Accounts receivable 59,507 Accounts payable 24,047
Short-term investments 1 Short-term borrowings 18,996
Inventories 41,909 Lease obligations 63
Advance payments to suppliers 6,190 Other accounts payable 6,435
Prepaid expenses 781 Accrued expenses 255
Short-term loans receivable 5 Accrued income taxes 114
Short-term loans to affiliates 20,842 Advances received 7,786
Other accounts receivable 4,753 Deposits received 4,536
Derivatives 3,307 Deferred revenue 14
Other 4,788 Derivatives 755
Allowance for doubtful accounts (30) Other provisions 597
Other 2
Non-current liabilities 61,383
Long-term assets 114,277 Bonds 10,000
Tangible fixed assets 2,059 Long-term borrowings 49,493
Buildings 210 Lease obligations 131
Structures 0 Provision for employees’ retirement 95
Machinery and equipment 73 and severance benefits
Vehicles 0 Provision for loss on affiliated 3
Tools and fixtures 155 business
Land 1,434 Provision for stock benefits 161
Lease assets 174 Asset retirement obligations 245
Construction in progress 10 Deferred tax liabilities 1,053
Intangible fixed assets 800 Other 199
Software 268 Total liabilities 170,074
Telephone subscription rights 7 NET ASSETS
Other 525 Shareholders’ equity 93,901
Investments and other assets 111,417 Common stock 27,781
Investments in securities 17,582 Capital surplus 26,887
Shares of affiliates 83,020 Legal capital surplus 26,887
Equity investments 2,053 Other capital surplus 0
Equity investment in affiliates 6,136 Retained earnings 40,533
Long-term loans receivable 1,257 Legal retained earnings 131
Long-term loans to employees 9 Other retained earnings 40,401
Long-term loans to subsidiaries and 1,509 Voluntary reserve 1,836
affiliates Retained earnings brought forward 38,565
Doubtful accounts 228 Treasury stock (1,300)
Long-term prepaid expenses 36 Valuation and translation adjustments 4,243
Other 2,145 Net unrealized gains on securities, net 3,631
Allowance for doubtful accounts (2,562) of tax
Deferred assets 30 Net losses on deferred hedges, net of 611
Bond issuance costs 30 tax
Total net assets 98,144
Total assets 268,219 Total liabilities and net assets 268,219

(Note) Figures are rounded down to the nearest million yen.
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Non-consolidated statement of income (From April 1, 2020 to March 31, 2021)

(Million yen)
Item Amount

Net sales 342,979
Cost of sales 330,059

Gross profit 12,920
Selling, general and administrative expenses 13,520

Operating loss (599)
Non-operating income

Interest income 406

Dividend income 9,201

Foreign exchange gains 141

Other 409 10,159
Non-operating expenses

Interest expenses 1,166

Other 227 1,393

Ordinary income 8,165
Extraordinary gains

Gain on sale of investments in securities 13

Reversal of provision of allowance for doubtful accounts for 40 53

subsidiaries and affiliates and loss on affiliated business
Extraordinary losses

Loss on disposal of fixed assets 4

Impairment loss on investments in securities 64

Loss on refunding due to capital reduction of subsidiaries and 3,312 3,381

affiliates

Income before income taxes 4,837

Income taxes - current (1,225)

Income taxes - deferred 477 (748)

Net income 5,586

(Note) Figures are rounded down to the nearest million yen.
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Non-consolidated statement of changes in equity (From April 1, 2020 to March 31, 2021)

(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 38,033 40,001
of the fiscal year
Changes during the fiscal
year
Dividends (5,054) (5,054)
Net income 5,586 5,586
Acquisition of treasury B
stock
Disposition of treasury B
stock
Net changes of items
other than shareholders’ _
equity during the fiscal
year
Total changes during _ _ _ _ _ _
the fiscal year 531 531
Balance at the end of the | 55 7, 26,887 0| 26887 131 1,836 | 38565 | 40,533
fiscal year

Shareholders’ equity

Valuation and translation adjustments

Treasury stock

Total
shareholders’
equity

Net unrealized

gains on

securities, net of

tax

Net gains (losses)
on deferred
hedges, net of tax

Total valuation
and translation
adjustments

Total net assets

Balance at the beginning
of the fiscal year

(1,298)

93,371

2,790

289

3,079

96,451

Changes during the fiscal

year

Dividends

(5,054)

(5,054)

Net income

5,586

5,586

Acquisition of treasury
stock

M

M

M

Disposition of treasury
stock

Net changes of items
other than shareholders’
equity during the fiscal
year

841

322

1,163

1,163

Total changes during
the fiscal year

(0]

530

841

322

1,163

1,693

Balance at the end of the
fiscal year

(1,300)

93,901

3,631

611

4,243

98,144

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

May 20, 2021

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:
Masaki Nitta (Seal)

Opinion

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, 2020 to March 31, 2021.

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.

Basis for the Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our responsibility under
the auditing standards is stated in “Auditor’s Responsibility for the Audit of the Consolidated Financial
Statements.” We are independent of the Company and its consolidated subsidiaries in accordance with the
provisions related to professional ethics in Japan, and we comply with other ethical responsibilities as auditors. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibility of Management, Audit & Supervisory Board Members, and the Audit & Supervisory Board 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.

In preparing these consolidated financial statements, management is responsible for evaluating the appropriateness
of preparing the consolidated financial statements on a going concern assumption, excluding the cases where
management intends to liquidate or suspend the business or when there are no realistic alternatives other than the
aforementioned, and disclosing matters related to a going concern when disclosure is obligatory based on 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.

Audit & Supervisory Board Members and the Audit & Supervisory Board are responsible for monitoring the
performance of duties by the Directors in designing and operating the financial reporting process.

Auditor’s Responsibility for the Audit of the Consolidated Financial Statements

The auditor’s responsibility is to obtain reasonable assurance on if the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to express an opinion on these consolidated
financial statements from an independent position in the audit report based on the audit conducted by the auditor.
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Misstatement can occur due to fraud or error, and its materiality is determined by reasonably estimating whether it
individually or cumulatively influences the decision-making of the users of the consolidated financial statements.
The auditor conducts the following in accordance with auditing standards generally accepted in Japan and makes
judgements as professional specialist throughout the auditing process, while maintaining professional skepticism.

Identify and assess the risks of material misstatement due to fraud or error. Design and perform audit
procedure that deals with the risks of material misstatement. The selection and application of the audit
procedures depend on the auditor’s judgment. Moreover, obtain sufficient and appropriate audit evidence to
provide a basis for expressing the audit opinion.

The purpose of the audit of the consolidated financial statements 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 audit in order to design audit procedures that are appropriate in the
circumstances.

Evaluate the appropriateness of accounting policies used by management and the application methods thereof,
as well as the reasonableness of accounting estimates made by management and the propriety of relevant
notes.

Conclude whether the preparation of consolidated financial statements by management under the going
concern assumption is appropriate or not and, based on the audit evidence obtained, conclude if there are
material uncertainties regarding events and conditions where significant doubt is cast upon the going concern
assumption. When there are material uncertainties regarding the going concern assumption, the auditor is
required to raise awareness concerning the notes to the consolidated financial statements in the audit report.
When the notes to the consolidated financial statements regarding material uncertainties are concluded to be
inappropriate, it is required that the auditor expresses a qualified opinion with exceptions on the consolidated
financial statements. Although the conclusion by the auditor is based on audit evidence obtained up until the
issue date of the audit report, there are possibilities where the Company may not continue as a going concern
due to future events and conditions.

Evaluate whether the presentation and the relevant notes of the consolidated financial statements are prepared
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, as well as evaluate whether the presentation, structure and content of the consolidated
financial statements, including the relevant notes, and the transactions and accounting events based on the
consolidated financial statements are presented fairly.

Obtain sufficient and appropriate audit evidence concerning the financial information of the Company and its
subsidiaries in order to express an opinion on these consolidated financial statements. The auditor is
responsible for instructing, monitoring, and performing the audit of the consolidated financial statements. The
auditor is solely responsible for the audit opinion.

The auditor reports to Audit & Supervisory Board Members and the Audit & Supervisory Board on the scope and
the performing period of the audit planned, important matters related to the audit including material weakness in
internal control identified during the audit, and other matters required by the auditing standards.

The auditor reports to Audit & Supervisory Board Members and the Audit & Supervisory Board on compliance of
the provisions related to professional ethics in Japan concerning independence, matters which are reasonably
considered to be of influence on the independence of the auditor, and any safeguard measures taken to eliminate or
reduce hindering factors.

Conflicts of Interest

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

May 20, 2021

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:
Masaki Nitta (Seal)

Opinion

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 (hereinafter the “non-consolidated financial statements and others”), of Kanematsu
Corporation (the “Company”) for the 127th fiscal term from April 1, 2020 to March 31, 2021.

In our opinion, the non-consolidated financial statements and others 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 others in conformity with accounting principles generally accepted in Japan.

Basis for the Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our responsibility under
the auditing standards is stated in “Auditor’s Responsibility for the Audit of the Non-consolidated Financial
Statements and Others.” We are independent of the Company in accordance with the provisions related to
professional ethics in Japan, and we comply with other ethical responsibilities as auditors. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibility of Management, Audit & Supervisory Board Members, and the Audit & Supervisory Board for the
Non-consolidated Financial Statements and Others

Management is responsible for the preparation and fair presentation of these non-consolidated financial statements
and others 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 others that are free from material misstatement, whether due to fraud or
error.

In preparing these non-consolidated financial statements and others, management is responsible for evaluating the
appropriateness of preparing the non-consolidated financial statements and others on a going concern assumption,
and disclosing matters related to a going concern when disclosure is obligatory in accordance with accounting
principles generally accepted in Japan.

Audit & Supervisory Board Members and the Audit & Supervisory Board are responsible for monitoring the
performance of duties by the Directors in designing and operating the financial reporting process.

Auditor’s Responsibility for the Audit of the Non-consolidated Financial Statements and Others

The auditor’s responsibility is to obtain reasonable assurance on if the non-consolidated financial statements and
others as a whole are free from material misstatement, whether due to fraud or error, and to express an opinion on
these non-consolidated financial statements and others from an independent position in the audit report based on the
audit conducted by the auditor. Misstatement can occur due to fraud or error, and its materiality is determined by
reasonably estimating whether it individually or cumulatively influences the decision-making of the users of the
non-consolidated financial statements and others.

The auditor conducts the following in accordance with auditing standards generally accepted in Japan and makes
judgements as professional specialist throughout the auditing process, while maintaining professional skepticism.
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e Identify and assess the risks of material misstatement due to fraud or error. Design and perform audit
procedure that deals with the risks of material misstatement. The selection and application of the audit
procedures depend on the auditor’s judgment. Moreover, obtain sufficient and appropriate audit evidence to
provide a basis for expressing the audit opinion.

e The purpose of the audit of the non-consolidated financial statements and others 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 audit in order to design audit procedures that are appropriate in the
circumstances.

e Evaluate the appropriateness of accounting policies used by management and the application methods thereof,
as well as the reasonableness of accounting estimates made by management and the propriety of relevant
notes.

e Conclude whether the preparation of the non-consolidated financial statements and others by management
under the going concern assumption is appropriate or not and, based on the audit evidence obtained, conclude
if there are material uncertainties regarding events and conditions where significant doubt is cast upon the
going concern assumption. When there are material uncertainties regarding the going concern assumption, the
auditor is required to raise awareness concerning the notes to the non-consolidated financial statements and
others in the audit report. When the notes to the non-consolidated financial statements and others regarding
material uncertainties are concluded to be inappropriate, it is required that the auditor expresses a qualified
opinion with exceptions on the non-consolidated financial statements and others. Although the conclusion by
the auditor is based on audit evidence obtained up until the issue date of the audit report, there are possibilities
where the Company may not continue as a going concern due to future events and conditions.

e Evaluate whether the presentation and the relevant notes of the non-consolidated financial statements and
others are prepared in accordance with accounting principles generally accepted in Japan, as well as evaluate
whether the presentation, structure and content of the non-consolidated financial statements and others,
including its relevant notes, and the transactions and accounting events based on the non-consolidated
financial statements and others are presented fairly.

The auditor reports to Audit & Supervisory Board Members and the Audit & Supervisory Board on the scope and
the performing period of the audit planned, important matters related to the audit including material weakness in
internal control identified during the audit, and other matters required by the auditing standards.

The auditor reports to Audit & Supervisory Board Members and the Audit & Supervisory Board on compliance of
the provisions related to professional ethics in Japan concerning independence, matters which are reasonably
considered to be of influence on the independence of the auditor, and any safeguard measures taken to eliminate or
reduce hindering factors.

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 127th fiscal term, from April 1, 2020 to
March 31, 2021. 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 24, 2021

Audit & Supervisory Board
Kanematsu Corporation

Tetsuro Murao (Seal)
Audit & Supervisory Board Member (Full-
time)

Motohisa Hirai (Seal)
Audit & Supervisory Board Member (Full-
time)

Tsukasa Miyachi (Seal)
Outside Audit & Supervisory Board Member

Yusaku Kurahashi  (Seal)
Outside Audit & Supervisory Board Member
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