
Consolidated 10-Year Summary
Kobe Steel, Ltd. and Consolidated Subsidiaries 

Thousands of
U.S. dollars (Note 1)

Years ended March 31 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Change 2020/2019 2020
For the year
　Net sales \ 1,858,574 \ 1,864,691 \ 1,685,529 \ 1,824,699 \ 1,886,895 \ 1,822,806 \ 1,695,864 \ 1,881,158 \ 1,971,870 \ 1,869,836 (5.2) ％ $ 17,181,253
　Cost of sales 1,570,779 1,635,862 1,510,512 1,537,250 1,581,528 1,548,384 1,465,577 1,595,230 1,704,972 1,638,738 (3.9) 15,057,780
　Operating income 124,551 60,555 11,235 114,548 119,460 68,446 9,749 88,914 48,283 9,864 (79.6) 90,636
　Ordinary income (loss) 89,083 33,780 (18,146) 85,044 101,688 28,928 (19,104) 71,149 34,629 (8,080) -                   (74,243)
　Net income (loss) attributable to owners
　of the parent 52,940 (14,248) (26,976) 70,192 86,550 (21,556) (23,045) 63,188 35,940 (68,008) -                   (624,903)

　Cash flows from operating activities 177,795 39,486 45,402 194,294 153,078 97,933 141,716 190,833 67,137 27,040 (59.7) 248,462
　Cash flows from investing activities (96,687) (85,267) (123,513) (62,105) (73,674) (104,619) (137,834) (161,598) (28,603) (218,987) -                   (2,012,192)
　Cash flows from financing activities (98,196) (40,233) 127,644 (138,502) (156,027) 93,883 16,546 (66,599) (9,562) 140,589 -                   1,291,824
　Capital expenditures 91,378 96,085 114,936 101,403 103,522 109,941 160,297 128,654 133,472 239,817 79.7 2,203,590
　Depreciation 114,820 118,038 106,725 82,936 89,882 94,812 96,281 102,032 102,590 105,347 2.7 967,993
　Research and development expenses 29,833 31,437 30,763 28,494 29,920 29,843 30,102 32,015 34,495 35,891 4.0 329,788

At year end: 
　Total assets (Note 3) 2,231,533 2,159,512 2,226,997 2,288,637 2,300,242 2,261,135 2,310,436 2,352,115 2,384,973 2,411,192 1.1 22,155,580
　Net assets 597,368 571,258 569,923 734,679 851,785 745,493 729,405 790,985 803,313 716,369 (10.8) 6,582,460
　Outside debt 769,840 746,471 907,657 748,138 650,992 776,073 789,633 726,014 724,222 784,478 8.3 7,208,290
　Outside debt, including IPP project financing 845,484 810,172 959,180 787,246 677,448 789,494 796,928 738,866 760,365 906,639 19.2 8,330,784

Per share data: 
　Net income (loss) (yen/U.S. dollars) (Note 2) \ 17.63 \ (4.75) \ (8.99) \ 22.63 \ 23.81 \ (59.35) \ (63.54) \ 174.43 \ 99.20 \ (187.55) -                   $ (1.72)
　Net assets (yen/U.S. dollars) (Note 2) 182.81 171.84 170.63 184.11 213.70 1,903.80 1,860.37 2,049.95 2,041.29 1,811.10 (11.3) 16.64
　Cash dividends (yen/U.S. dollars) (Note 2) 3.00 1.00 -               4.00 4.00 2.00 -               30.00 20.00 -                 (100.0) -                            

Points
Ratios:
　Operating income ratio (%) 6.7 3.2 0.7 6.3 6.3 3.8 0.6 4.7 2.4 0.5 (1.9)
　Ordinary income ratio (%) 4.8 1.8 (1.1) 4.7 5.4 1.6 (1.1) 3.8 1.8 (0.4) (2.2)
　ROA (%) (Note 3) 4.0 1.5 (0.8) 3.8 4.4 1.3 (0.8) 3.1 1.5 (0.3) (1.8)
　ROE (%) 9.9 (2.7) (5.3) 11.9 12.0 (2.9) (3.4) 8.9 4.8 (9.7) (14.5)
　Equity ratio (%) 24.6 23.9 23.0 29.2 33.8 30.6 29.2 31.6 31.0 27.2 (3.8)
　Debt/equity ratio (times) 1.4 1.4 1.8 1.1 0.9 1.1 1.2 1.0 1.0 1.2 0.2
　Dividend payout ratio (%) 17.0 -               -               17.7 16.8 -               -               17.2 20.2 -                 (20.2)

Number of shares issued (in thousands) 3,115,061 3,115,061 3,115,061 3,643,642 3,643,642 3,643,642 364,364 364,364 364,364 364,364 -                   
Number of employees 34,772 35,496 36,018 36,019 36,420 36,338 36,951 37,436 39,341 40,831 1,490

Notes:
1. For convenience only, U.S. dollar amounts in this report have been translated from Japanese yen amounts at the rate of ¥108.83 to US$1.00, the rate of exchange prevailing on March 31, 2020.
2. Kobe Steel, Ltd. carried out a share consolidation at a ratio of 10 shares to 1 share effective on October 1, 2016. Therefore, per share data takes into account this share consolidation.
3. The Company applied "Partial Amendments to Accounting Standard for Tax Effect Accounting" (ASBJ Statement No. 28, February 16, 2018) effective April 1, 2018."Total assets " and
   "ROA" figures for 2018 are after retrospective application of the concerned accounting standard.
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Kobe Steel, Ltd. and Consolidated Subsidiaries
Years ended March 31, 2020 and 2019

Thousands Millions of yen

Balance at April 1, 2018 (Restated Balance) 364,364 \ 250,930 \ 102,314 \ 395,543 \ (2,672) \ 17,334 \ (9,914) \ (3,406) \ 10,186 \ (17,726) \ 48,396 \ 790,985

Dividends of surplus (14,565) (14,565)

Net income attributable to owners of the parent 35,940 35,940

Purchase of treasury stock (8) (8)

Disposal of treasury stock (1) 66 65

Changes in stockholders interest due to transaction with non-
controlling interests (95) (95)

Increase (decrease) due to changes in scope of consolidation (1,596) (1,596)

Net changes in items other than stockholders' equity (10,229) (4,117) -                     (7,481) (926) 15,340 (7,413)

Net changes during the year -                     (95) 19,778 58 (10,229) (4,117) -                     (7,481) (926) 15,340 12,328
Balance at April 1, 2019 364,364 \ 250,930 \ 102,219 \ 415,321 \ (2,614) \ 7,105 \ (14,031) \ (3,406) \ 2,705 \ (18,652) \ 63,736 \ 803,313

Dividends of surplus (3,641) (3,641)

Net income attributable to owners of the parent (68,008) (68,008)

Purchase of treasury stock (5) (5)

Disposal of treasury stock (1) 357 356

Changes in stockholders interest due to transaction with non-
controlling interests 131 131

Increase (decrease) due to changes in scope of consolidation 1,990 1,990

Net changes in items other than stockholders' equity (5,621) (1,842) 411 (4,689) (1,778) (4,248) (17,767)

Net changes during the year -                     131 (69,660) 352 (5,621) (1,842) 411 (4,689) (1,778) (4,248) (86,944)

Balance at March 31, 2020 364,364 \ 250,930 \ 102,350 \ 345,661 \ (2,262) \ 1,484 \ (15,873) \ (2,995) \ (1,984) \ (20,430) \ 59,488 \ 716,369

Thousands Thousands of U.S. dollars (Note 1)

Balance at April 1, 2019 364,364 $ 2,305,706 $ 939,253 $ 3,816,235 $ (24,021) $ 65,290 $ (128,925) $ (31,300) $ 24,859 $ (171,388) $ 585,647 $ 7,381,356
Dividends of surplus (33,458) (33,458)

Net income attributable to owners of the parent (624,903) (624,903)

Purchase of treasury stock (42) (42)

Disposal of treasury stock (10) 3,282 3,272

Changes in stockholders interest due to transaction with non-
controlling interests 1,207 1,207

Increase (decrease) due to changes in scope of consolidation 18,285 18,285

Net changes in items other than stockholders' equity (51,643) (16,927) 3,777 (43,090) (16,339) (39,035) (163,257)

Net changes during the year -                     1,207 (640,086) 3,240 (51,643) (16,927) 3,777 (43,090) (16,339) (39,035) (798,896)

Balance at March 31, 2020 364,364 $ 2,305,706 $ 940,460 $ 3,176,149 $ (20,781) $ 13,647 $ (145,852) $ (27,523) $ (18,231) $ (187,727) $ 546,612 $ 6,582,460

See accompanying notes.
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Notes to Consolidated Financial Statements
Kobe Steel, Ltd. and Consolidated Subsidiaries
Years ended March 31, 2020 and 2019

1. Basis of Presenting Consolidated Financial Statements
 The accompanying consolidated financial statements of Kobe
Steel, Ltd. ("the Company") and its consolidated subsidiaries
("the Group") have been prepared in accordance with the
provisions set forth in the Japanese Financial Instruments and
Exchange Act and its related accounting regulations and in conformity
with accounting principles generally accepted in Japan
("Japanese GAAP"), which differ in certain significant respects from 
accounting principles generally accepted in other countries, including
accounting principles generally accepted in the United States,
or U.S. GAAP, and International Financial Reporting Standards, or IFRS.
 The accounts of the Company's overseas subsidiaries are
based on their accounting records maintained in conformity
with generally accepted accounting principles prevailing in the
respective country of domicile, with necessary adjustments to
be in accordance with Japanese GAAP.
 The accompanying consolidated financial statements have
been restructured and translated into English with certain
expanded disclosure from the consolidated financial statements
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. Certain supplementary information included in
the statutory Japanese language consolidated financial statements,
but not required for fair presentation, is not presented in
the accompanying consolidated financial statements.
 The translation of the Japanese yen amounts into U.S. dollar
amounts is included solely for the convenience of readers outside
Japan, using the prevailing exchange rate at March 31, 2020,
which was \108.83 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 future be
converted into U.S. dollars at this or any other rate of exchange.

2. Summary of Significant Accounting Policies
(1) Consolidation
 The consolidated financial statements include the accounts of
the Company and its significant subsidiaries, the management
of which is controlled by the Company. For the year ended
March 31, 2020, the accounts of 175 (177 in 2019) 
subsidiaries have been included in the consolidated financial statements.
Intercompany transactions and accounts have been eliminated.
 Seventy-six (79 in 2019) consolidated subsidiaries are
consolidated using a fiscal period ending December 31, which
differs from that of the Company. Any material transactions or
events occurring during the January 1 to March 31 period are
adjusted for in these consolidated financial statements.
 In the elimination of investments in subsidiaries, the
assets and liabilities of the subsidiaries, including the portion
attributable to non-controlling shareholders, are evaluated using the
fair value at the time the Company acquired the control of the
respective subsidiary.
 Investments in unconsolidated subsidiaries and affiliates
over which the Company has significant influence, except
for insignificant companies, are accounted for by the equity
method. For the year ended March 31, 2020, 38 (40 in 2019) 
affiliates were accounted for by the equity method.
 The difference between the cost of an investment in a subsidiary
and the equity in the net assets of the subsidiary at the
date of acquisition, if considered significant, is amortized over
the estimated number of years when the amortization period
can be determined or over five years when it cannot. Where the
difference is small, it is recognized as expense when incurred.
 When the Company's share of the net losses of an affiliate
exceeds the adjusted cost of the investment, the Company
discontinues applying the equity method and the investment is
reduced to zero. Losses in excess of the amounts due from the
investee are recorded in other payables when the losses are
expected to be shared by the Company.

(2) Securities
 The Group has no trading securities. Equity securities 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 market
values are stated at fair market value. Unrealized gains and losses
on these securities are reported, net of applicable income taxes,
as accumulated other comprehensive income in net assets. 
 Realized gains and losses on the sale of such securities are computed
using moving average cost based on the carrying value.
 Debt securities with no available fair market value are stated at
amortized cost, net of the amount considered not collectible.
Other securities with no available fair market value are stated at
moving average cost.
 If the market value of equity securities issued by unconsolidated
subsidiaries and affiliated companies or available-for-sale securities
declines significantly, the securities are stated at fair market value,
and the difference between the fair market value and the carrying
amount is recognized as a loss in the period of the decline.

 If the fair market value of equity securities issued by unconsolidated
subsidiaries and affiliated companies not on the equity method is not
readily available, the securities are written down to net asset value
with a corresponding charge in the statement of operations in the
event net asset value declines significantly. In these cases, the fair
market value or the net asset value will be the carrying amount of
the securities at the beginning of the next year.

(3) Allowance for Doubtful Accounts
 To provide for potential losses on doubtful accounts, allowance is made at 
an amount based on the actual bad debt ratio in the past for normal 
accounts, and estimated uncollectible amounts based on specific 
collectability assessments for certain individual receivables, such as those 
with a possibility of default. 

(4) Provision for Loss on Construction Contracts
 To provide for future losses on construction contracts, mainly for steel 
castings and forgings as well as titanium products in the Iron & Steel 
Business and in the Machinery Business and Engineering Business, 
provision is made based on the estimated loss on construction contracts 
at the end of the fiscal year. 

(5) Provision for Environmental Measures
 For the cost of PCB waste treatment required by “Act on Special 
Measures Concerning Promotion of Proper Treatment of Polychlorinated 
Biphenyl (PCB) Wastes” and others, provision is made at an estimated 
amount at the end of the fiscal year. 

(6) Provision for Dismantlement Related Expenses
 For expenses expected to arise from dismantlement of equipment, such as 
the blast furnace in relation to construction of the power station at Kobe 
Works, provision is made at an estimated amount at the end of the fiscal 
year. 

(7) Provision for Customer Compensation Expenses
 For expenses related to the response to the misconduct related to the data 
falsification and/or fabrication of inspection results in which products that did
not meet, among others, public standards or customer specifications were
shipped or provided to customers as if they had met these requirements, 
including compensation for product exchanges and investigations carried 
out by customers, etc., provision is made at an estimated amount at the end 
of the fiscal year.

(8) Inventories
 Inventories are valued at the lower of cost or net realizable
value. Cost is determined principally by the average method in
the Iron & Steel, Welding, Aluminum & Copper and Electric Power
segments and by the specific identification method for finished goods
and work in progress in the Machinery, Engineering,
and Construction Machinery segments.

(9) Depreciation
 Depreciation of tangible and intangible assets is provided principally
by the straight-line method.
 The useful life of these assets is determined mainly by schedules in
Japanese tax laws. Intangible assets include software for internal use, 
which is amortized over the estimated useful life of five years.
 Depreciation of leased assets under finance leases that do not transfer
ownership of the lease assets is provided by the straight-line method
with the lease term as the useful life.

(10) Income Taxes
 The Company and its domestic consolidated subsidiaries apply deferred
tax accounting to recognize the tax effects of temporary differences
between the carrying amounts of assets and liabilities for tax and financial
reporting purposes.
 Deferred taxes related to temporary differences between financial accounting
and tax reporting are also recognized by certain foreign consolidated subsidiaries.

(11) Employees' Severance and Retirement Benefits
 The Company and its domestic consolidated subsidiaries provide for
employeesʼ severance and retirement benefits based on the estimated amounts
of projected benefit obligation and the fair value of plan assets. The Group
attributes expected benefits to periods by the benefit formula basis.
 Prior service cost is recognized in expenses using the straight-line method over
mainly 16 years, which is within the average of the estimated remaining service
years of employees. Actuarial gains and losses are recognized in expenses using
the straight-line  method over mainly 18 years for those accrued in 2019, mainly
20 years for those accrued in 2018, 2017 and 2016, mainly 19 years for those
accrued in 2015, mainly 18 years for those accrued in 2014, mainly 17 years
for those accrued in 2013 and 2012, mainly 16 years for those accrued in 2011
and 2010, mainly 15 years for those accrued in 2009 and mainly 14 years for those
accrued in 2008 and 2007, all of which are within the average of the estimated
remaining service years of employees commencing with the following period. 
 Prior service cost and actuarial differences that are yet to be recognized in
profit or loss are recognized within accumulated other comprehensive income
(Remeasurements of defined benefit plans, net of taxes) in net assets after
adjusting for tax effects.

(12) Translation of Foreign Currencies
  Monetary receivables and payables denominated in foreign
currencies are translated into Japanese yen at the spot exchange
rates as of the consolidated balance sheet date, except for those
hedged by foreign currency exchange contracts, with the resulting
gains and losses recognized in income.
 Assets and liabilities of consolidated foreign subsidiaries are
translated into Japanese yen at the spot exchange rates as of the
balance sheet date, and revenues and expenses are translated into 
Japanese yen at average rates for the period, with the resulting gains 
and losses included in “Foreign currency translation adjustments”
under net assets and “Non-controlling interests”. 

(13) Basis for recognition of revenue and expenses
 Revenue and expenses under construction contracts are recognized
by applying the percentage of completion method when the outcome
of the contract up to the end of the fiscal year can be estimated
reliably (with the estimate of percentage of completion based on
the cost-to-cost method), or when it cannot be estimated reliably,
by applying the completed contract method. 

(14) Derivatives
 The Company and its domestic consolidated subsidiaries state
derivative financial instruments at fair value and recognize
changes in the fair value as gain or loss unless the derivative
financial instrument was used for hedging purposes.
 If derivative financial instruments are used as hedges and
meet certain hedging criteria, the Group defers recognition
of gain or loss resulting from changes in the fair value of a
derivative financial instrument until the related loss or gain
on the corresponding hedged item is recognized ("deferred
hedge" method). Deferred gains and losses on these
derivative instruments are reported, net of applicable income
taxes, as a separate component of accumulated other
comprehensive income in net assets.
 If foreign currency exchange contracts are used as hedges
and meet certain hedging criteria, the hedged items are stated
at the forward exchange rates ("assigning" method). Also,
if interest rate swap contracts are used as hedges and meet
certain hedging criteria, the net amount to be paid or received
under the interest rate swap contract is added to or deducted
from the interest on the assets or liabilities for which the swap
contract was executed ("exceptional" method).

(15)Accounting for consumption taxes
 The tax-exclusion method is applied for the consumption tax and
the local consumption tax.

(16) Application of consolidated taxation system
 A consolidated taxation system is applied. 

(17) 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
equivalents.

(18)Treatment of tax effect accounting for the transition from
the consolidated taxation system to the group tax sharing system
 With regards to the transition to the group tax sharing system instituted 
by the Act for Partial Amendment of the Income Tax Act, etc.
 (Act No. 8 of 2020), and the items for which the nonconsolidated taxation
system has been reviewed in line with the transition to the group tax sharing
system, in accordance with Paragraph 3 of Practical Solution on the
Treatment of Tax Effect Accounting  for the Transition from the
Consolidated Taxation System to the Group Tax Sharing System
 (Practical Issues Task Force (PITF) No. 39, March 31, 2020), the Company
and some of its domestic consolidated subsidiaries have applied the provisions
of the pre-amendment tax law to deferred tax assets and liabilities, instead
of the provisions of Paragraph 44 of Implementation Guidance on Tax Effect
Accounting (ASBJ Guidance No. 28, February 16, 2018).

(19) Reclassifications
 Certain prior year amounts have been reclassified to conform to the current year
presentation. These reclassifications had no impact on previously reported results
of operations or retained earnings.

(20) Unapplied Accounting Standards
(Accounting Standard for Revenue Recognition, etc.)
 Accounting Standard for Revenue Recognition (ASBJ Statement No. 29,
March 31, 2020), "Implementation Guidance on Accounting Standard for
Revenue Recognition" (ASBJ Guidance No. 30, March 31, 2020) and
Implementation Guidance on Disclosures about Fair Value of Financial
Instruments(ASBJ Implementation Guidance No. 19, March 31, 2020).

(a) Summary of the Standards
 ASBJ announced these standards following the move of The International
Accounting Standards Board (IASB) and the Financial Accounting Standards
Board (FASB) in the United States, which jointly developed comprehensive
accounting standards for revenue recognition and announced "Revenue from
Contracts with Customers" (IFRS 15 in the IASB and Topic 606 in the FASB)
in May 2014.

 ASBJ developed these standards based on the basic principles of IFRS 15,
because they considered that it enables the comparability of financial statements.
They added some alternative approaches in consideration of domestic business
practice, without damaging the comparability.

(b) Effective Dates
 Effective from April 1, 2021 (scheduled)

(c) Effect of Application of the Standards
 The Company and its consolidated subsidiaries are in the process of measuring
the effect on the consolidated financial statements.

(Accounting Standard for Fair Value Measurement” etc.)
 Accounting Standard for Fair Value Measurement (ASBJ Statement No. 30, July 4,
2019), Accounting Standard for Measurement of Inventories (ASBJ Statement No. 9,
July 4, 2019), Accounting Standard for Financial Instruments (ASBJ Statement
No. 10, July 4, 2019), Implementation Guidance on Accounting Standard for Fair
Value Measurement (ASBJ Implementation Guidance No. 31, July 4, 2019) and
Implementation Guidance on Disclosures about Fair Value of Financial Instruments
(ASBJ Implementation Guidance No. 19, March 31, 2020).

(a) Summary of the Standards
 ASBJ announced these standards following the move of the International Accounting
Standards Board (IASB) and the Financial Accounting Standards Board (FASB) in the
United States, which have provided detailed guidance of almost the same contents
for fair value measurement (IFRS 13 Fair Value Measurement by IFRS and Topic 820
Fair Value Measurement of Accounting Standards Codification by U.S. GAAP).
 ASBJ developed these standards based on basically all the policies of IFRS 13
because they considered that it enables the comparability of financial statements of
companies in Japan and abroad. They added some alternative approaches in
consideration of domestic business practice, without damaging the comparability.

(b) Effective Dates
 Effective from April 1, 2021 (scheduled)

(c) Effect of Application of the Standards
 The Company and its consolidated subsidiaries are currently determining the effect
on the consolidated financial statements.

(Accounting Standard for Disclosure of Accounting Estimates)
 Accounting Standard for Disclosure of Accounting Estimates (ASBJ Statement No. 31,
March 31, 2020).

(a) Summary of the Standards
 ASBJ announced this standard responding to demands for Japanese standards of
"Sources of estimation uncertainty", which is required to disclose (IAS 1
"Presentation of Financial Statements" Paragraph 125 in International Accounting
Standards Board (IASB) ). ASBJ developed this standard referring to IAS 1
Paragraph 125 and determined that each company judge the specific disclosure
contents.

(b) Effective Dates
 Effective from March 31, 2021 (scheduled)



























 

Independent auditor’s report 
 

To the Board of Directors of Kobe Steel, Ltd.: 

Opinion 

We have audited the accompanying consolidated financial statements of Kobe Steel, Ltd. (“the 
Company”) and its consolidated subsidiaries (collectively referred to as “the Group"), which comprise 
the consolidated balance sheets as at March 31, 2020 and 2019, the consolidated statements of 
operations, comprehensive income, changes in net assets and cash flows for the years then ended, and 
notes, comprising a summary of significant accounting policies, other explanatory information. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material 
respects, the consolidated financial position of the Group as at March 31, 2020 and 2019, and its 
consolidated financial performance and cash flows for the years then ended in accordance with 
accounting principles generally accepted in Japan. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the 
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group 
in accordance with the ethical requirements that are relevant to our audit of the consolidated financial 
statements in Japan, and we have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 

Responsibilities of Management and the audit and supervisory committee for the Consolidated 
Financial Statements  

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

In preparing the consolidated financial statements, management is responsible for assessing the Group’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern in 
accordance with accounting principles generally accepted in Japan and using the going concern basis of 
accounting unless management either intends to liquidate the Group or to cease operations, or has no 
realistic alternative but to do so. 

The audit and supervisory committee are responsible for overseeing the directors’ performance of their 
duties including the design, implementation and maintenance of the Group’s financial reporting 
process.   

 

 

 



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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements 
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with auditing standards generally accepted in Japan 
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error 
and are considered material if, individually or in the aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these consolidated financial statements.  

As part of our audit in accordance with auditing standards generally accepted in Japan, we exercise 
professional judgment and maintain professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk 
of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, while the objective of the audit is not to express an 
opinion on the effectiveness of the Group’s internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management.  

 Conclude on the appropriateness of management’s use of the going concern basis of accounting 
and based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s 
report to the related disclosures in the consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditor’s report. However, future events or conditions may cause the Group to 
cease to continue as a going concern.  

 Evaluate whether the presentation and disclosures in the consolidated financial statements are in 
accordance with accounting standards generally accepted in Japan, the overall presentation, 
structure and content of the consolidated financial statements, including the disclosures, and 
whether the consolidated financial statements represent the underlying transactions and events in a 
manner that achieves fair presentation. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Group to express an opinion on the consolidated financial statements. 
We are responsible for the direction, supervision and performance of the group audit. We remain 
solely responsible for our audit opinion.  

We communicate with the audit and supervisory committee regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, including any significant deficiencies 
in internal control that we identify during our audit.  

We also provide the audit and supervisory committee with a statement that we have complied with 
relevant ethical requirements regarding independence, and communicate with them all relationships and 
other matters that may reasonably be thought to bear on our independence, and where applicable, 
related safeguards. 



Convenience Translation 

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year 
ended March 31, 2020 are presented solely for convenience. Our audit also included the translation of 
yen amounts into U.S. dollar amounts and, in our opinion, such translation has been made on the basis 
described in Note 1 to the consolidated financial statements. 

Interest required to be disclosed by the Certified Public Accountants Act of Japan 

We do not have any interest in the Group which is required to be disclosed pursuant to the provisions of 
the Certified Public Accountants Act of Japan. 

Daisuke Harada 
Designated Engagement Partner 
Certified Public Accountant 
 
Hiroyuki Matano 

Designated Engagement Partner 
Certified Public Accountant 
 
Sakurako Ohtsuki 

Designated Engagement Partner 
Certified Public Accountant 

KPMG AZSA LLC 

Osaka Office, Japan 

June 24, 2020 

Notes to the Reader of Independent Auditor’s Report: 

This is a copy of the Independent Auditor’s Report and the original copies are kept separately by the 
Company and KPMG AZSA LLC. 
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