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Consolidated Balance Sheets

As at March 31, 2024 and 2023

o Thousands of
Millions of yen  U.S. dollars (Note 1)

l:z- 2023 2024

Assets
Current assets:

Cash and cash equivalents (Notes 3 and 7) ¥ 76,462 ¥ 84,121 $ 504,999
Receivables:

Trade notes, accounts receivable and contract assets (Notes 3 and 18):

Unconsolidated subsidiaries and affiliates 16,484 13,941 108,869
Other 429,340 435,038 2,835,611
Electronically recorded monetary claims (Note 3):
Unconsolidated subsidiaries and affiliates 261 15 1,723
Other 95,353 55,554 629,766
Loans:
Unconsolidated subsidiaries and affiliates 8,693 7,014 57,413
Other 58 11,500 383
Allowance for doubtful receivables (1,694) (1,295) (11,188)
Inventories (Note 6) 249,490 253,964 1,647,777
Other current assets 42,718 68,885 282,134
Total current assets 917,168 928,741 6,057,512

Investments and noncurrent receivables:

Investment securities (Notes 3, 4 and 7) 80,739 79,964 533,247
Investments in unconsolidated subsidiaries and affiliates (Note 3) 25,323 19,643 167,247

Long-term loans receivable (Note 3):
Unconsolidated subsidiaries and affiliates 1,792 1,015 11,835
Other 18,239 12,798 120,460
Other investments and noncurrent receivables 20,238 19,012 133,663
Allowance for doubtful accounts (2,436) (2,613) (16,088)
Total investments and noncurrent receivables 143,897 129,820 950,379

Property and equipment (Note 7):

Land (Note 12) 37,401 36,786 247,018
Buildings and structures 60,574 57,917 400,066
Other 62,147 58,315 410,455
Accumulated depreciation (71,178) (65,902) (470,101)

Total property and equipment 88,945 87,117 587,444

Other assets:

Deferred tax assets (Note 8) 3,128 1,261 20,659
Retirement benefit asset 3,840 — 25,361
Intangibles assets (Note 7) 10,006 10,807 66,085
Total other assets 16,976 12,069 112,119
Total ¥ 1,166,986 ¥ 1,157,747 $ 7.707.456

See accompanying Notes to Consolidated Financial Statements.



o Thousands of
Millions of yen  U.S. dollars (Note 1)

l:z- 2023 2024

Liabilities and Net Assets

Current liabilities:

Short-term loans payable (Notes 3 and 9) ¥ 45,358 ¥ 61,194 $ 299,570
Commercial paper (Notes 3 and 9) = 30.000 —
Long-term debt due within one year (Notes 3, 7 and 9) 26,721 31,932 176,481
Trade notes and accounts payable (Note 3):

Unconsolidated subsidiaries and affiliates 8,465 17,988 55,907

Other 295,382 260,834 1,950,875
Electronically recorded obligations (Note 3):

Unconsolidated subsidiaries and affiliates 38 38 250

Other 46,841 36,662 309,365
Accrued bonuses to employees 3,730 4,355 24,635
Provision for product warranties 95 56 627
Income taxes payable 2,602 14,822 17,185
Other current liabilities (Note 18) 57,318 101,103 378,561

Total current liabilities 486,555 558,990 3,213,493

Noncurrent liabilities:

Long-term debt due after one year (Notes 3, 7 and 9) 289,957 254,843 1,915,045
Retirement benefit liability (Note 10) 1,353 4,285 8,936
Deferred tax liabilities (Note 8) 16,781 10,888 110,831
Other noncurrent liabilities 15,573 19,932 102,853

Total noncurrent liabilities 323,665 289,949 2,137,672

Contingent liabilities (Note 11)

Net assets (Note 12)
Shareholders' equity:
Common stock:
Authorized: 114,000,000 shares in 2024 and 114,000,000 shares in 2023

Issued: 42,332,640 shares in 2024 and 42,332,640 shares in 2023 45,651 45,651 301,505
Capital surplus 1,301 26 8,592
Retained earnings 260,959 228,920 1,723,525
Treasury stock, at cost:1,664,411 shares in 2024 and 1,695,653 shares in 2023 (3,662) (3,730) (24,185)

Total shareholders' equity 304,249 270,866 2,009,437

Accumulated other comprehensive income:

Valuation difference on available-for-sale securities, net of taxes 27,511 23,972 181,698
Deferred gains or losses on hedges, net of taxes 630 673 4,160
Land revaluation difference, net of taxes (Note 12) 1,966 1,975 12,984
Foreign currency translation adjustments 14,427 8,360 95,284
Remeasurements of defined benefit plans (Note 10) 2,426 (2,720) 16,022
Total accumulated other comprehensive income 46,962 32,260 310,164
Non-controlling interests 5558 5,680 36,675
Total net assets 356,765 308,807 2,356,284

Total ¥ 1,166,986 ¥ 1,157,747 $ 7,707,456




Consolidated Statements of Income and Comprehensive Income

For the years ended March 31, 2024 and 2023

o Thousands of
Millions of yen  U.S. dollars (Note 1)

2023 2024

Net sales (Note 18)

¥ 2,431,980 ¥ 2,668,228 $16,062,215

Cost of sales (Note 6) 2,312,135 2,539,686 15,270,688
Gross profit 119,845 128,541 791,526
Selling, general and administrative expenses 70,122 64,435 463,126
Operating income 49,722 64,105 328,393
Other income (expenses):
Interest and dividend income 8,249 11,144 54,481
Interest expenses (8,754) (9,969) (57.816)
Share of profit of entities accounted for using the equity method 3,532 4,194 23,327
Foreign exchange gain (loss) (555) (681) (3,665)
Gain on sales of property and equipment (Note 13) 1,204 14,417 7,951
Gain on bargain purchase = 722 =
Gain on sales of investment securities 5,416 655 35,770
Gain on sales of investment securities of unconsolidated subsidiaries 76 — 501
Arbitration-related income = 268 =
Loss on valuation of investment securities (1,085) — (7,165)
Value added taxes for prior periods (Note 14) = (4,375) =
Other, net (3,918) (4,520) (25,876)
Income before income taxes 53,888 75,961 355,907
Income taxes (Note 8):
Current 14,136 24,364 93,362
Deferred 387 (1,145) 2,555
Total income taxes 14,524 23,218 95,924
Net income ¥ 39,364 ¥ 52,742 $ 259,982

Net income attributable to:
Owners of the parent

¥ 38,417 ¥ 51,505 $ 253,728

Non-controlling interests 946 1,237 6,247

Other comprehensive income (Note 15):
Valuation difference on available-for-sale securities, net of taxes 3,380 7,246 22,323
Deferred gains or losses on hedges, net of taxes (43) 1,674 (283)
Foreign currency translation adjustment 5,508 8,077 36,378
Remeasurements of defined benefit plans, net of taxes 5,143 625 33,967
Share of other comprehensive income of entities accounted for using the equity method 845 970 5,580
Total other comprehensive income 14,834 18,594 97.972

Comprehensive income

¥ 54,198 ¥ 71,336 $ 357,955

Comprehensive income attributable to:
Owners of the parent

¥ 53,127 ¥ 69,878 $ 350,881

Non-controlling interests 1,070 1,457 7,066
U.S. dollars
Yen (Note 1)
l:z- 2023 2024
Net income per share ¥ 94490 ¥ 1,267.44 $ 6.24
Cash dividends per share 185.00 130.00 1.22

See accompanying Notes to Consolidated Financial Statements.



Consolidated Statements of Changes in Net Assets

For the years ended March 31, 2024 and 2023

Thousands Millions of yen
Number of Valuation difference  Deferred gains Land Foreign Remeasurements
shares of on available-for- or losses revaluation currency of defined Non-
common Common Capital Retained Treasury sale securities, on hedges, difference, translation benefit plans,  controlling
stock stock surplus earnings stock net of taxes net of taxes net of taxes  adjustments net of taxes interests Total
Balance at April 1, 2022 42332 ¥ 45651 ¥ 26 ¥ 180,119 ¥ (3729 ¥ 16725 ¥  (1,000) ¥ 3,191 ¥ (531) ¥ (3,334) ¥ 3,379 ¥ 240497
Cash dividends paid — — - (4,063) — - - - - — - (4,063)
Change in scope of _ o o _ _ _ _ o _ o
consolidation 246 246
Change in scope of _ _ _ _ _ _ _ _ _ _
equity method (103) (103)
Reversal of revaluation _ o o o o o o o o _
reserve for land 1216 1,216
Net income attributable to _ _ _ _ _ _ _ _ _ _
owners of the parent 51,505 51,505
Purchases of treasury stock — — — — Q)] — — — — — — 1
Purchase of shares of _ _ o o _ o o _ _ o _ _
consolidated subsidiaries
Other changes - - - - - - — - - - - -
Net changes of items other o o o o o
than shareholders equity 7,247 1,674 (1,216) 8,891 613 2,300 19,510
Balance at March 31,2023 42,332 45,651 26 228920 (3.730) 23972 673 1,975 8,360 (2,720) 5,680 308,807
Balance at April 1, 2023 42,332 45,651 26 228,920 (3,730) 23,972 673 (8975 8,360 (2,720) 5,680 308,807
Cash dividends paid — — — (6,707) — - - - - — — (6,707)
Change in scope of _ _ _ _ _ _ _ _ _ _
consolidation 22 e
Change in scope of . . o . o o o . _ _
equity method 58 58
Reversal of revaluation _ _ _ 8 _ _ _ _ _ _ _ 8
reserve for land
Net income attributable to _ _ _ _ _ _ _ _ _ _
owners of the parent 7 L7
Purchases of treasury stock — — — — (1 — — — — — — (1
Disposal of treasury stock = = 78 = 69 = = = = = = 147
Purchase of shares of
consolidated subsidiaries - - 1.19 - - - - - - - - 1,196
NEsehegEs Ol EmE Gile — - - - — 353 (“3) ® 6067 5147 (126) 14575

than shareholders' equity

Balance at March 31,2024 42332 ¥ 45,651 ¥ 1,301 ¥ 260959 ¥ (3,662) ¥ 27511 ¥ 630 ¥ 1,966 ¥ 14427 ¥ 2426 ¥ 5553 ¥ 356,765

Thousands Thousands of U.S. dollars (Note 1)
Number of Valuation difference - Deferred gains Land Foreign  Remeasurements
shares of on available-for- or losses revaluation currency of defined Non-
common Common Capital Retained Treasury sale securities, on hedges, difference, translation benefit plans,  controlling
stock stock surplus earnings stock net of taxes netoftaxes  netof taxes adjustments  netof taxes interests Total
Balance at April 1, 2023 42,332 $ 301,505 $ 171 $1511,921 $§ (24,635 $ 158,325 $ 4444 $ 13,044 $ 55214 $§ (17,964) $ 37,514 $2,039,541
Cash dividends paid = = = (44,296) = = = = = = = (44,296)
Change in scope of _ _ _ _ _ _ _ _ _ _
consolidation 1.730 1730
Change in scope of _ _ _ _ _ _ 7 o _ o
equity method 383 383
Reversal of revaluation _ _ _ _ _ _ _ _ _ _
reserve for land 52 52
Net income attributable to
owners of the parent - B = - - B - - B - 253728
Purchases of treasury stock = = = = (6) = = = = = = (6)
Disposal of treasury stock = = 515 = 455 = = = = = = 970
Purchase of shares of _ _ _ _ _ _ _ o _ _
consolidated subsidiaries 7% T
SO el - - - - - 2337 (283) (52) 40070 33993 832 96,261

than shareholders' equity

Balance at March 31,2024 42332 $ 301,505 § 8592 §$1723525 $ (24,185) $ 181,698 $§ 4,160 $ 12984 $ 95284 § 16,022 $ 36675 $2,356,284

See accompanying Notes to Consolidated Financial Statements.



Consolidated Statements of Cash Flows

For the years ended March 31, 2024 and 2023

o Thousands of
Millions of yen  U.S. dollars (Note 1)

l:z- 2023 2024
Cash flows from operating activities:

Income before income taxes ¥ 53,888 ¥ 75,961 $ 355,907

Adjustments to reconcile income (loss) before income taxes
to net cash provided by (used in) operating activities:

Depreciation 9,358 7.368 61,805
Amortization of goodwill 78 193 515
Increase (decrease) in allowance for doubtful accounts 60 805 396
Interest and dividend income (8.249) (11,144) (54.,481)
Interest expenses 8,754 9,969 57.816
Share of loss (profit) of entities accounted for using equity method (3,532) (4,194) (23,327)
Gain on sales of property and equipment (1,204) (14,417) (7,951)
Gain on bargain purchase = (722) =
Gain on sales of investment securities (5.416) (655) (35,770)
Gain on sales of investment securities of unconsolidated subsidiaries (76) — (501)
Loss on valuation of investment securities 1,085 — 7.165
Arbitration related income — (268) —
Value added taxes for prior periods = 4,375 =
Decrease (increase) in trade receivables and cotract assets (29,736) 88,701 (196,393)
Decrease (increase) in inventories 11,516 6.714 76,058
Decrease (increase) in accounts receivable-other 21,655 198,852 143,022
Decrease (increase) in advance payments-trade 3,480 8,903 22,983
Increase (decrease) in trade notes and accounts payable 29,442 (116,530) 194,452
Increase (decrease) in accounts payable-other (32,165) 33,282 (212,436)
Increase (decrease) in deposits received (14,045) (22,774) (92,761)
Increase (decrease) in advances received (7.452) 1,730 (49,217)
Increase (decrease) in retirement benefit asset and liability 619 706 4,088
Other, net 7.741 42,550 51,126
Subtotal 45,803 309,407 302,509
Cash flows during the year for:
Interest and dividends received 7.417 10,773 48,986
Interest paid (8,227) (9.790) (54,335)
Income taxes (paid) refund (26,806) (26,431) (177.,042)
Arbitration related income = 268 =
Net cash provided by (used in) operating activities 18,187 284,226 120,117
Cash flows from investing activities:
Payments into time deposits (13) (49) (85)
Proceeds from withdrawal of time deposits 16 401 105
Purchase of property and equipment (9,629) (12,858) (63,595)
Proceeds from sales of property and equipment 1,888 17.566 12,469
Purchase of investment securities (1,940) (3.413) (12,812)
Proceeds from sales and redemption of investment securities 8,997 1,331 59,421
Purchase of shares of subsidiaries resulting in change in _ (7.400) _
scope of consolidation (Note 16) ’
Net decrease (increase) in short-term loans receivable (775) 2,318 (5,118)
Payments of long-term loans receivable (2,649) (3,.529) (17.495)
Collection of long-term loans receivable 7,603 125 50,214
Other, net (2,482) (1.031) (16,392)
Net cash provided by (used in) investing activities 1,014 (6,539) 6,697
Cash flows from financing activities:
Net increase (decrease) in short-term loans payable (18,498) (357.803) (122,171)
Net increase (decrease) in commercial paper (30,000) (10,000) (198,137)
Proceeds from long-term debt and issuance of bonds 111,909 70,541 739,112
Repayments of long-term debt and redemption of bonds (82,131) (49,186) (542,441)
Dividends paid (6,696) (4,067) (44,224)
Dividends paid to non-controlling interests (93) (309) (614)
Payments from changes in ownership interests in subsidiaries that (46) o (303)
do not result in change in scope of consolidation
Other, net (763) (1.010) (5,039)
Net cash provided by (used in) financing activities (26,319) (351,835) (173,826)
Effect of exchange rate changes on cash and cash equivalents (827) (7,279) (5,461)
Net increase (decrease) in cash and cash equivalents (7,944) (81,427) (52,466)
Cash and cash equivalents at beginning of year 84,121 165,083 555,584
Increase in cash and cash equivalents from newly consolidated subsidiaries 286 464 1.888
Cash and cash equivalents at end of year ¥ 76,462 ¥ 84,121 $ 504,999

See accompanying Notes to Consolidated Financial Statements.



Notes to Consolidated Financial Statements

1. Basis of presenting consolidated financial statements

The accompanying consolidated financial statements of Hanwa
Co., Ltd. (the “Company” ) and its consolidated subsidiaries
have been prepared in accordance with the provisions set
forth in the Financial Instruments and Exchange Act of Japan
and its related accounting regulations and in conformity with
accounting principles generally accepted in Japan ( “Japanese
GAAP” ), which are different in certain respects as to applica-
tion and disclosure requirements of International Financial Re-
porting Standards.

The accounts of overseas subsidiaries are based on their
accounting records maintained in conformity with Japanese
GAAP. The accompanying consolidated financial statements
have been restructured and translated into English with some
expanded descriptions from the consolidated financial state-
ments of the Company prepared in accordance with Japanese
GAAP and filed with the appropriate Local Finance Bureau of
the Ministry of Finance as required by the Financial Instruments
and Exchange Act of Japan. Some supplementary information

2. Significant accounting policies

Consolidation

The consolidated financial statements include the accounts
of the Company and its 60(58 in 2023) significant subsidiaries
(the “Companies” ). The accounts of certain consolidated sub-
sidiaries have been included on the basis of fiscal periods that
ended three months or less prior to March 31, and significant
transactions after these year-ends were appropriately adjusted
in consolidation. Intercompany transactions and accounts have
been eliminated. All material unrealized profits included in as-
sets resulting from intercompany transactions are eliminated.

Equity method

As of March 31, 2024, the Company had 36 unconsolidated
subsidiaries and 34 affiliates. The equity method has been
applied to the investments in 15 of the unconsolidated sub-
sidiaries and 16 of the affiliates. Investments in the remaining
unconsolidated subsidiaries and affiliates are not accounted for
by the equity method as the application of the equity method
would not have a material effect on net income (loss) and re-
tained earnings or on the consolidated financial statement as a
whole. Where the fiscal year-ends of the entities accounted for
by the equity method are different from that of the Company,
the Company mainly used their financial statements as of their
fiscal year-ends and for the years then ended for applying the
equity method.

included in the statutory Japanese language consolidated fi-
nancial statements, but not required for fair presentation, is not
presented in the accompanying consolidated financial state-
ments.

The translation of the Japanese yen amounts into U.S. dol-
lar amounts is included solely for the convenience of readers
outside Japan, using the prevailing exchange rate at March
31, 2024, which was ¥151.41 to U.S. $1.00. The translations
should not be construed as representations that the Japanese
yen amounts have been, could have been or could in the fu-
ture be converted into U.S. dollars at this or any other rate of
exchange.

As permitted, amounts of less than one million yen are
omitted in the presentation for 2023 and 2024. As a result, the
totals shown in the accompanying consolidated financial state-
ments, both in yen and in U.S. dollars, do not necessarily agree
with the sum of the individual amounts.

Cash and cash equivalents

In preparing the consolidated statements of cash flows, cash
on hand, readily available deposits and short-term highly liquid
investments with maturities not exceeding three months at the
time of purchase are considered to be cash and cash equiva-
lents.

Allowance for doubtful accounts

The allowance for doubtful accounts is provided to cover possi-
ble losses on collection. With respect to normal trade accounts
receivable, it is mainly stated at an amount based on the actual
rate of historical bad debts, and for certain doubtful accounts,
the uncollectible amount is individually estimated.

Securities

The Companies classify securities as (a) securities held for trad-
ing purposes (hereinafter “trading securities” ), (b) debt securi-
ties intended to be held to maturity (hereinafter “held-to-matu-
rity debt securities” ), () equity securities issued by subsidiaries
and affiliated companies, and (d) all other securities that are
not classified in any of the above categories (hereinafter “avail-
able-for-sale securities”).

The Companies do not hold trading securities. Held-to-ma-
turity debt securities are stated at amortized cost. Equity secu-
rities issued by subsidiaries and affiliated companies which are
not consolidated or accounted for using the equity method are



stated at moving average cost. Available-for-sale securities with
available fair values are stated at fair value. Valuation differenc-
es on available-for-sale securities are reported, net of applica-
ble income taxes, as a separate component of accumulated
other comprehensive income. Realized gains on the sales of
such securities are computed using moving average cost. Other
available-for-sale securities are stated at moving average cost.

Inventories

Inventories are stated at the lower of cost (based principally on
a moving average basis or a specific identification basis) or net
realizable value.

Property and equipment (except under lease)

Property and equipment are carried at cost. Recognized loss
on impairment of property and equipment has been deducted
from acquisition costs. Depreciation is provided principally on
the straight-line method over the estimated useful life of the
asset. Major renewals and improvements are capitalized. Main-
tenance, repairs and minor renewals are expensed as incurred.

Software costs

The Companies include software in “Intangible assets” and
depreciate it using the straight-line method over the estimated
useful life, generally 5 years for computer software for internal
use.

Bonuses

The Companies follow the Japanese practice of paying bonus-
es to employees. At the balance sheet date, accrued bonuses
to employees are estimated and accounted for on an accrual
basis.

Provision for product warranties
Provision for product warranties is recorded to cover the pay-
ment of product warranty costs with the potential to occur
within a certain period of time based on the ratio of the war-
ranty costs to sales in the past.

For certain consolidated subsidiaries, the provision is rec-
ognized based on the amount individually estimated.

Income taxes

Income taxes comprise corporate tax, prefectural and munici-
pal inhabitant taxes and enterprise tax. The Companies recog-
nize the tax effects of loss carryforwards and the temporary dif-
ferences between the carrying amounts of assets and liabilities
for tax and financial reporting. The asset and liability approach
is used to recognize deferred tax assets and liabilities for the

expected future tax consequences of the temporary differenc-
es.

Retirement benefits
To prepare for disbursement of employees’ retirement benefits
under the defined benefit plan, the Company and some of its
consolidated subsidiaries state a defined benefit liability (asset),
which is the amount of defined benefit obligations less plan as-
sets based on the expected benefit obligation at the end of the
fiscal year.

1. Attribution of estimated retirement benefits
To calculate benefit liabilities, the estimated amount of re-
tirement benefits is attributed to the consolidated fiscal year
under review based on the benefit formula.

2. Treatment of actuarial differences and past service costs
Past service costs are posted in expenses based on the
straight-line method for a fixed period of years within the
average remaining service years of employees when costs
accrue from their service.

Actuarial differences are posted in expenses mainly after
the consolidated fiscal year following their accrual based on
the straight-line method for a fixed period of years within the
average remaining service years of employees.

3. Treatment of unrecognized actuarial differences and unrec-
ognized past service costs
Unrecognized actuarial differences and unrecognized past
service costs are accrued as remeasurements of defined
benefit plans, net of tax, in accumulated other comprehen-
Sive income.

4. Adoption of simplified method by small companies
In calculating net defined benefit liability and retirement ben-
efit expenses, certain subsidiaries adopt a simplified method
that regards the benefits payable assuming the voluntary re-
tirement of all employees at the fiscal year-end as retirement
benefit obligations.

Translation of foreign currencies
Receivables and payables denominated in foreign currencies
are translated into Japanese yen at year-end rates.

Balance sheets of foreign consolidated subsidiaries are
translated into Japanese yen at year-end rates, except for
shareholders’ equity accounts, which are translated at historical
rates. Income statements of foreign consolidated subsidiaries
are translated at average rates, except for transactions with the
Company, which are translated at rates used by the Company.

The Companies report foreign currency translation adjust-
ments in accumulated other comprehensive income.



Accounting policy for recognition of significant revenues
and expenses

The Companies derive revenues from the sale of various com-
modities such as steel, primary metals, recycled metals, foods,
energy and living materials, lumber and machinery. The Com-
panies also earn revenues from the sale of products that have
undergone processing services such as steel processing and
recycled metal processing.

For such sales, revenue is recognized at the time of deliv-
ery to the customer or acceptance upon inspection. However,
for such domestic sales where the period between the time of
shipment and the time of transfer of control is a normal period,
revenue is recognized at the time of shipment.

In addition, certain transactions in the steel business, such
as construction work, are accounted for under construction
contracts.

For such construction contracts, the Companies determine
their obligations as the performance obligations satisfied over
time; therefore the Companies recognize revenue based on
the degree of completion related to the satisfaction of perfor-
mance obligations.

The stage of progress is measured by the output method
based on the progress confirmation documents exchanged
with the customer, or by the input method based on the con-
struction cost incurred by the end of the reporting period as a
percentage of the total expected construction cost.

Transaction prices are in accordance with contracts with
customers and there are no contracts that include significant
variable consideration.

In addition, the promised consideration is paid generally
within 6 months from the time the performance obligation is
satisfied, and the amount of consideration does not include a
significant financial component.

With respect to the identification of performance obliga-
tions, in determining whether the Companies are transacting
as a party or as an agent, the Companies consider whether it
has primary responsibility for providing goods or services to
customers, whether it bears inventory risk, and whether it has
discretion in setting sales prices.

When the Companies conduct transactions as an agent,
revenues are presented as the net amount by deducting cost
of sales from the total amount of consideration received from
the customer.

Finance leases

Finance leases that do not transfer ownership of the leased
property to the lessee at the end of the lease period are de-
preciated using the straight-line method over the period of the

lease with a residual value assumed to be zero.

Derivatives and hedge accounting

The Companies state derivative financial instruments at fair
value and recognize changes in the fair value as gain or loss
unless the derivative financial instruments are used for hedging
pUrposes.

If derivative financial instruments are used as hedges and
meet certain hedging criteria, the Companies defer the recog-
nition of gain or loss resulting from the changes in the fair value
of the derivative financial instruments until the related gain or
loss on the hedged items is recognized. For certain overseas
consolidated subsidiaries, fair value hedge accounting is ap-
plied.

Also, if interest rate swap agreements are used as hedges
and meet certain hedging criteria, the net amount to be paid
or received under the interest rate swap agreements is added
to or deducted from the interest on the assets or liabilities for
which the swap agreement was executed.

The following summarizes hedging derivative financial in-
struments used by the Companies and items hedged:

Hedging instruments:

Interest rate swap agreements

Commodity forward contracts

Cross-currency swap agreements

Foreign exchange swap contracts

Foreign currency forward contract transactions
Hedged items:

Interest expenses on borrowings

Inventories and commitments

Foreign subsidiaries” equity

Forecasted transactions, assets and liabilities denom-

inated in foreign currencies

The Companies evaluate hedge effectiveness by compar-
ing the cumulative changes in cash flows or changes in the fair
value of the hedged items and the corresponding changes in
the hedging derivative instruments.

Goodwill
Goodwill is amortized by the straight-line method over 5 years.

Reclassifications
Certain prior year amounts have been reclassified to conform
to the current year presentation.

Amounts per share
Computations of net income per share of common stock are
based on the weighted average number of shares outstanding



during each period. Diluted net income per share is not dis-
closed because potentially dilutive securities are not issued.
Cash dividends per share in the consolidated statements of
income and comprehensive income are dividends applicable
to the respective years, including dividends to be paid after the
end of the consolidated fiscal year.

Accounting standards and guidance not yet applied

+ Accounting Standard for Current Income Taxes (ASBJ State-
ment No.27, October 28, 2022, ASBJ)

+ Accounting Standard for Presentation of Comprehensive In-
come (ASBJ Statement No.25, October 28, 2022, ASBJ)

- Guidance on Accounting Standard for Tax Effect Accounting
(ASBJ Guidance No.28, October 28, 2022, ASBJ)

3. Financial instruments

At March 31, 2024 and 2023, information on financial instru-
ments was as follows.

(A) Qualitative information on financial instruments
Policy for financial instruments
The Companies’ main business is the sales of various products
ranging from mainly steel, primary metal, metal recycling, food,
energy and living materials, lumber to machinery. The Com-
panies also engage in other business activities such as steel
material processing, recycling metal processing and amuse-
ment park management and operations. While the Companies
depend primarily on bank borrowings to procure funds nec-
essary for these operational transactions as well as investing
and financing activities, the Companies seek to diversify their
financing instruments in order to ensure stable and flexible
liquidity, with funding of these activities by issuing bonds and
commercial paper in the capital markets in some cases. Tem-
porary surplus funds are managed in low-risk financial assets.

It is the Companies’ policy to use derivatives only for the
purpose of reducing market risks associated with assets and
liabilities.

Components of financial instruments and risks
Trade notes, accounts receivable and contract assets, and
electronically recorded monetary claims are exposed to credit
risk of customers. Some of them are denominated in foreign
currencies, which have foreign exchange rate fluctuation risk as
well.

Securities mainly consist of stocks and are exposed to
price fluctuation risk. Some of them are denominated in foreign

1. Overview
These accounting standards and implementation guid-
ance prescribe the classifications of income taxes in the
case where other comprehensive income is taxed, and the
treatment of tax effects related to the sale of shares, etc. of
subsidiaries in the case where the group taxation regime is
applied.

2. Effective date
The standards and guidance will be effective from the begin-
ning of the fiscal year ending March 31, 2025.

3. Effects of the application of the standards
The effects of the application of Accounting Standard for
Current Income Taxes, etc. on the consolidated financial
statements are currently under evaluation.

currencies, which have foreign exchange rate fluctuation risk.

Long-term loans receivable are mainly for the suppliers of
the Companies and are exposed to credit risk. Some of them
have interest rate risk and foreign exchange rate fluctuation
risk.

Foreign currency denominated trade notes and accounts
payable are exposed to foreign exchange rate fluctuation risk.

Short-term loans payable, commercial paper, bonds pay-
able and long-term loans payable are used for raising working
capital and investment funds, although they have liquidity risk
related to changes in financial market environments. Some of
them have interest rate risk and foreign exchange rate fluctua-
tion risk.

Foreign exchange forward contracts and currency swap
agreements are used to hedge foreign exchange rate fluctua-
tion risk associated with certain assets and liabilities and fore-
cast transactions denominated in foreign currencies. Interest
rate swap agreements are used for hedging fluctuations in
forward interest rates. Commodity forward contracts and com-
modity swap agreements aim to hedge market risks associat-
ed with certain inventories and commitments. Cross-currency
swap agreements and foreign exchange swap contracts are
used to hedge foreign exchange rate fluctuation risk associated
with foreign subsidiaries’ equity.

Refer to No. 2, “Significant accounting policies - Derivatives
and hedge accounting” for an explanation of the Companies’
hedging instruments, hedged items and evaluation of hedge
effectiveness.



Risk management system for financial instruments

With regard to credit risk to which trade notes, accounts re-
ceivable and contract assets, electronically recorded monetary
claims and long-term loans receivable are exposed, the Com-
panies set a credit limit amount for each business partner and
manage the outstanding balance in accordance with the “Credit
administrative provisions” while monitoring the credit status on
a regular basis. Furthermore, the Companies are committed to
reducing foreign exchange rate fluctuation risk to which trade
notes, accounts receivable and contract assets, long-term loans
and trade notes and accounts payable are exposed by means
of derivatives trading.

Because price fluctuation risks associated with securities
mainly affect stocks of the Companies’ business partners, the
Companies report the regularly assessed market values and
their financial status to the Board of Directors. In regard to for-
eign exchange rate fluctuation risk, the Companies are commit-
ted to reducing it by means of derivatives trading.

In regard to business investments, in compliance with the
“Rules for the Review and Approval of New Businesses, Loans
and Investments,” the Companies decide whether or not to in-
vest after following the prescribed procedures. The Companies
continuously monitor the financial status and trading conditions
of the issuing company and review its policies for the holding of
stocks.

To deal with liquidity risk associated with procuring funds
for short-term loans payable, commercial paper, and long-term
debt, the Companies create a fund procurement plan based
on the outlook of the Companies’ financial requirements. Tak-
ing financial market trends into consideration as well, the Com-
panies work to diversify fund procurement in order to ensure
liquidity. In addition, with regard to interest rate risk and foreign
exchange rate fluctuation risk, the Companies seek to reduce
such risks through derivatives trading and other means.

The Companies practice and manage the trading of deriv-
atives related to currencies and products in compliance with
the “Business Department Operating Rules,” and the bylaws
and each department receives the approval of a supervising
director to engage in such trading. In addition, the trading au-
thority and trading limit are clearly stated in the “Regulations
for Administrative Authority” , the “Regulations for commodity
derivatives” and the bylaws of these regulations.

With respect to derivatives trading related to interest rates
associated with loans, the Companies receive approval from a
supervising director in charge of the administration department
before engaging in such trading.

In order to reduce credit risk to which derivatives trading
partners are exposed, the Companies trade only with highly

rated financial institutions.

Furthermore, with regard to the contract balances of de-
rivatives trading related to products, the trading department
reports it to the supervising director of each department. The
Hedging Administration Office checks the balance confirma-
tions from the contractors and reports them to the supervising
director of each department.

Supplementary explanation for items concerning fair values
of financial instruments
As variable factors are incorporated into the estimation of the
fair value of financial instruments, values may vary depending
on the assumptions used.

The contract amount related to derivative transactions in
Note 5, “Derivatives” does not express the market risk related
to the derivative transactions themselves.



(B) Fair value information of financial instruments

Book values, fair values and differences between carrying amounts and fair value of relevant items as of March 31, 2024 and 2023 are

as follows:

“Cash and cash equivalents” , “Trade notes, accounts receivable and contract assets” , “Electronically recorded monetary claims” ,
“Short-term loans payable” , “Commercial paper” , “Long-term debt due within one year” , “Trade notes and accounts payable” and
“Electronically recorded obligations” are not included in the table below. This is because their book values are a reasonable approxi-
mation of fair value, as items included in the caption are either cash or deposits expected to be settled shortly.

March 31, 2024

Millions of yen

Thousands of U.S. dollars

Book value Fair value Difference Book value Fair value Difference

(1) Securities

a) Held-to-maturity debt securities ¥ 714 ¥ 714 ¥ — $ 4715 $ 4715 % =

b) Equity securities issued by affiliated companies 3,832 2,127 (1,705) 25,308 14,047 (11,260)

) Available-for-sale securities (Equity securities) 55,201 55,201 = 364,579 364,579 =

d) Available-for-sale securities (Corporate bonds) 19 19 = 125 125 =
(2) Long-term loans receivable 20,031 132,296

Allowance for doubtful accounts (166) (1,096)

Net 19,864 19,868 3 131,193 131,219 19

Total assets ¥ 79633 ¥ 77931 ¥ (1,701) $ 525942 $ 514,701 $ (11,234)
Long-term debt due after one year ¥ 289957 ¥ 288,085 ¥ 1,871 $ 1,915,045 $ 1,902,681 $ 12,357

Total liabilities ¥ 289957 ¥ 288,085 ¥ 1,871 $ 1915045 $ 1,902,681 $ 12,357
Derivatives:

Hedge accounting not applied ¥  (14467) ¥ (14,467) ¥ — $ (95548 $ (95.548) $ =

Hedge accounting applied (409) (409) — (2,701) (2,701) —

Total derivatives ¥ (14,877) ¥ (14,877) ¥ — $ (98256) $ (98,256) $ =

1. Allowance for doubtful accounts recognized in long-term loans receivable was offset.

2. Derivative assets and liabilities were on a net basis.

3. Equity securities without market prices and investment in partnerships are not included in “(1) Securities”.

The book value of those financial instruments as of March 31, 2024 are as follows:

Thousands of

Millions of yen  U.S. dollars
2024 | 2024
Book value Book value
(1) Unlisted stocks ¥ 45451 $ 300,184
(2) Investment in limited partnerships 841 5,554

Total ¥ 46,293 $ 305,745




March 31, 2023

Millions of yen

Book value Fair value Difference

(1) Securities

a) Held-to-maturity debt securities ¥ 2904 ¥ 2904 ¥ —

b) Equity securities issued by affiliated companies 4516 1,743 (2,773)

) Available-for-sale securities (Equity securities) 53,398 53,398 —

d) Available-for-sale securities (Corporate bonds) 20 20 —
(2) Long-term loans receivable 13,813

Allowance for doubtful accounts (537)

Net 13,276 12,764 (511)

Total assets ¥ 74115 ¥ 70,830 ¥ (3,285)
Long-term debt due after one year ¥ 254843 ¥ 253463 ¥ 1,379

Total liabilities ¥ 254843 ¥ 253463 ¥ 1,379
Derivatives:

Hedge accounting not applied ¥ (10,350) ¥  (10,350) ¥ —

Hedge accounting applied 183 182 )

Total derivatives ¥ (10,167) ¥ (10,167) ¥ (0)

1. Allowance for doubtful accounts recognized in long-term loans receivable was offset.
2. Derivative assets and liabilities were on a net basis.
3. Equity securities without market prices and investment in partnerships are not included in “(1) Securities”.

The book value of those financial instruments as of March 31, 2023 are as follows:

Millions of yen

2023

Book value
(1) Unlisted stocks ¥ 37848
(2) Investment in limited partnerships 919
Total ¥ 38768

The maturities of receivables and securities with maturities outstanding at March 31, 2024 were as follows:

Year ended March 31

Millions of yen

from 2026 from 2030
2025 to 2029 to 2034 Thereafter
Cash and cash equivalents ¥ 76462 ¥ — ¥ — —
Trade notes, accounts receivable and contract assets 445,825 — — —
Electronically recorded monetary claims 95,61