(Please note that the following is an English ti@ien of the original Japanese version,
prepared only for the convenience of non-Japanpeaking shareholders. In the case of any
discrepancy between the translation and the Japamiggnal, the latter shall prevail.)

(Stock Exchange No.: 5406)
May 31, 2017

NOTICE OF
164TH ORDINARY GENERAL MEETING OF SHAREHOLDERS

Dear Shareholders,

Kobe Steel, Ltd. (“the Company”) would hereby likeinform you that the 164th Ordinary
General Meeting of Shareholders will be held ato¥ed, and would be grateful if you could
attend the meetind.hose who will not be able to attend the meeting otihe day are kindly
requested to consider appended “Reference Documenfer the General Meeting of
Shareholders” and exercise your voting rights by oa of the following methods no later
than 5:30 p.m., Tuesday, June 20, 2017 (JST (Jap&tandard Time)).

[Voting by mail]

Please indicate on the voting form enclosed herewityour approval or disapproval of the
matters to be resolved, and return it to us.

[Voting via the Internet]

Please read the “Matters related to the exercise abting rights” on page 3 and input your
approval or disapproval of the matters to be resolgd in accordance with the instructions
on the website.

Yours faithfully,

Hiroya Kawasaki

Chairman, President, CEO and Representative Director

Kobe Steel, Ltd.

2-4, Wakinohama-Kaigandori 2-chome, Chuo-ku, Kdthggo



1. Date and Time: 10:00 a.m., Wednesday, June 2101 (JST (Japan Standard
Time))

2. Venue: Kobe International Exhibition Hall No. 2 (first o)
11-1, Minatojima-nakamachi 6-chome, Chuo-ku, Kdthgogo

3. Meeting Agenda:

Mattersto bereported: 1. The business report, consolidated financial statésneand
non-consolidated financial statements for the l@dikiness
term (from April 1, 2016 to March 31, 2017)

2. The results of audit to consolidated financial estaénts by

Accounting Auditors and the Audit & Supervisory Quittee
for the 164th business term

Mattersto be

resolved:
ltem 1: Election of eleven (11) Directors (excluglibirectors who are
Audit & Supervisory Committee Members)
Item 2: Election of one (1) Director who is a sutos¢ Audit & Supervisory

Committee Member
4. Information regarding parts of consolidated finaacial statements and non-
consolidated financial statements provided via thénternet
Based on laws and regulations and the provisionriidle 14 of the Company’s Articles of

Incorporation, matters that should be displayedassolidated statements of changes in net
assets, notes to consolidated financial statemeatsconsolidated statements of changes in
net assets, and notes to non-consolidated finastatéments are posted on the Company’s
website (http://www.kobelco.co.jp). The consolidhtstatements of changes in net assets,

notes to consolidated financial statements, norsa@atated statements of changes in net
assets, and the notes to non-consolidated finastaééments were audited as part of the
consolidated financial statements and the non-diaded financial statements by

Accounting Auditors and the Audit & Supervisory Cmittee in the course of the preparation
of their audit reports.



5. Matters related to the exercise of voting rights

(1) Procedures for the exercise of voting rights ovéhe Internet

(a) Please access the voting exercise website/(miyw.evote.jp) using a computer, smartphone or a
cellular phone connected to the Internet. Thenpraliag to the instructions on the website, please
enter the login ID and temporary password suppiethe voting form (you may use the password
you have registered), and exercise your votingtsigh

(b) You may exercise your voting rights from Wedies May 31, 2017 to 5:30 p.m., Tuesday, June
20, 2017 (JST (Japan Standard Time)). Please hateame suspend handling of the exercise of
voting rights from 2:00 a.m. to 5:00 a.m. of eaely.d

(c) You may exercise your voting rights by mean®ittier mail using the voting form or the voting
exercise website. Please make sure not to exsmisesoting rights via both means.
In the event that your voting rights are exercigeedboth mail and the Internet, the vote exercised
by the Internet will be regarded as valid.

(d) In the event that multiple votes are exercigeer the Internet, the last vote made will be rdgdr
as valid.

(e) Any fees in accessing the Internet (ISP conmedees, telephone charges, etc.) will be borne by
shareholders.

(2) Electronic voting platform [for institutional i nvestors]
In exercising voting rights at the General MeetifgShareholders of the Company, institutional
investors may use the electronic voting platforreraped by ICJ Inc., a joint venture established by
Tokyo Stock Exchange, Inc. and others.

(3) Notification method for the revision of the desription of Reference Documents for the General
Meeting of Shareholders and other attached documest
In the event that the Company revises the desoniptif Reference Documents for the General
Meeting of Shareholders, business report, and t¢idased and non-consolidated financial statements,
the matters to be revised will be posted on the @om's website_(http://www.kobelco.co.jp).

(4) Exercise of voting rights by proxy
You may entrust another shareholder with votingptsgo attend the meeting to act as a proxy. If you
do so, please submit your proxy statement togetithrthe voting form.

<Inquiries about the voting exercise website for th Ordinary General Meeting of Shareholders>
(i) Please contact the following office about hmnoperate your computer:
Corporate Agency Division, Mitsubishi UFJ Trust @ahking Corporation
Tel.: 0120-173-027 (This toll-free number is avaiabnly within Japan.)
(9:00 a.m. - 9:00 p.m.)

(ii) As for inquiries other than those coveredhe ftem (i) above, please contact the followingcetf
Osaka Corporate Agency Division, Mitsubishi UFJsErand Banking Corporation
Tel.: 0120-094-777 (This toll-free number is avaiabnly within Japan.)
(9:00 a.m. - 5:00 p.m., excluding Saturdays, Sus@ayl Japanese national holidays)

NOTE:

You are requested to submit the enclosed voting fat the reception desk in case that you attendrtbeting in
person. You may entrust another shareholder hakimgoting rights to attend the meeting to act psoay. If you do
so, please submit your proxy statement togethér thé voting form.

From this year, souvenirs will not be preparedstuareholders that attend the meeting. We apprettiate
understanding of all shareholders.




Reference Documents for the General Meeting of Shanolders

1. Total Number of Voting Rights Held by All Sharelolders: 3,609,868

2. Agenda Items and Reference Documents:

Iltem 1. Election of eleven (11) Directors (excludip Directors who are Audit &
Supervisory Committee Members)

The terms of office of the eleven (11) incumbentebiors (excluding Directors who are Audit

& Supervisory Committee Members; hereinafter, thme shall apply in this Item) will expire

at the conclusion of the 164th Ordinary General twigeof Shareholders. Accordingly, it is

proposed that eleven (11) Directors be elected.

The candidates for Directors are as follows.

There are no special interests between the caredidaid the Company.

The Audit & Supervisory Committee has stated tihatrdé are no issues to be noted for this

proposal upon prior examination.

vo.1 | Hiroya Kawasald Resppomen [{2TLe e o
(Date of birth: August 4, 1954) Internal Director 28,500 sharels
Career summary (positions) Duties and significamictirrent positions
April 1980: Joined the Company
April 2007: Officer
April 2010: Senior Officer
April 2012: Executive Officer
June 2012: Senior Managing Director
April 2013: President, CEO and Director
April 2016: Chairman, President, CEO and Director
(incumbent)
Hiroya Kawasaki has abundant experience and knaeléd the field of iron & steel busingss
Seelgc?t?:gstfr?é and in operations in the Head Office, and we hawecleded that he is well qualified to be a
candidate |Director of the Company in light of the Companysnflamental policy with regard to
appointment of candidates for Directors (pleasepsge 12).




o2 | Yoshinori Onoe Reapponimeny | Number of shares of e
(Date of birth: November 30, 1955) Internal Director 17,000 shares
Career summary (positions) Duties and significamictirrent positions
April 1980: Joined the Company Head of the Iront&eb Business
April 2008: Officer
April 2010: Senior Officer
April 2012: Executive Officer
April 2014: Executive Vice President and Officer
June 2014: Executive Vice President and Director
April 2016: Executive Vice President and Director
(incumbent)

Yoshinori Onoe has abundant experience and knowledthe field of iron & steel business, and
;?:St?r?gstfr?é we have concluded that he is well qualified to bBigector of the Company in light of the
Company’s fundamental policy with regard to appwoient of candidates for Directors (please

candidate
see page 12).
o.3 |Akira Kaneko R |
(Date of birth: November 3, 1954) Internal Director 13,300 shares
Career summary (positions) Duties and significamictirrent positions
April 1979: Joined the Company Head of the Alumin&ir@opper Business
April 2009: Officer
April 2011: Senior Officer
April 2014: Executive Officer
June 2014: Senior Managing Director
April 2015: Executive Vice President and Director
April 2016: Executive Vice President and Director
(incumbent)

Akira Kaneko has abundant experience and knowl@dgige field of aluminum business and in
;T:;?:gstfﬁé operations in the Head Office, and we have conclutlat he is well qualified to be a Director| of
candidate |the Company in light of the Company’s fundamentaliqy with regard to appointment pf
candidates for Directors (please see page 12).




. Number of shares of the
No 4 |Naoto Umehara Reappointment/ Company owned:
(Date of birth: April 6, 1955) Internal Director 14.600 sharels
Career summary (positions) Duties and significamictirrent positions
April 1979: Joined the Company Oversees the Audpd@tment, Secretariat &
April 2009: Officer Publicity Department, General Administration
. ) . ) Department, Legal Department, Human
April 2011: Senior Officer Resources Department, Corporate Planning
April 2014: Executive Officer Departmeniexcluding the Automotive Materials
June 2014: Senior Managing Director Planning Section),Accountili]g Dep?rtment,
. ) . ) . . Finance Department, Marketing Planning
April 2015: Executive Vice President and Director Department, Civil Engineering & Construction
April 2016: Executive Vice President and Director | Technology Department, Rugby Administration
(incumbent) Office, Electric Power Business, domestic brarjc
offices and sales offices (including Takasago
Works), and overseas locations (under the head
office). Oversees companywide compliance.

Reasons for
selecting the

Naoto Umehara has abundant experience and knowledbe field of iron & steel business an

d

in operations in the Head Office, and we have aatedl that he is well qualified to be a Diregtor

of the Company in light of the Company’s fundamémtalicy with regard to appointment pf

candidate
candidates for Directors (please see page 12).
No 5 | Mitsugu Yamaguchi Reappointment/ nggjg;’fosv';ﬁgzs ofthe
(Date of birth: January 8, 1958) Internal Director 9,000 shareb
Career summary (positions) Duties and significamicarrent positions
April 1981: Joined the Company Head of the Machjirigusiness
April 2011: Officer
April 2013: Senior Officer
April 2015: Executive Officer
June 2016: Director, Senior Managing Executive ceff
April 2017: Executive Vice President and Director
(incumbent)

Reasons for
selecting the

Mitsugu Yamaguchi has abundant experience and leugel in the field of machinery business

and in operations in the Head Office, and we hawecluded that he is well qualified to be

Director of the Company in light of the Companyanflamental policy with regard to

Reasons for
selecting the
candidate

Shohei Manabe has abundant experience and knowiledige field of engineering business, 3
we have concluded that he is well qualified to bBigector of the Company in light of t
Company’s fundamental policy with regard to appoient of candidates for Directors (ple

see page 12).

a

candidate
appointment of candidates for Directors (pleasepsee 12).
0.6 | Shohei Manabe Reappoinimerty | Nurmber of sares of i
(Date of birth: September 16, 1955) Internal Director 12,700 sharels
Career summary (positions) Duties and significamictirrent positions
April 1978: Joined the Company Head of the EngiimgeBusiness
April 2009: Officer
April 2011: Senior Officer
April 2015: Executive Officer
June 2015: Senior Managing Director
April 2016: Director, Senior Managing Executive iO&r
(incumbent)

nd

se



Fusaki Koshiishi

. Number of shares of th
Reappointment/

No. 7 . B Company owned:
(Date of birth: August 29, 1959) Internal Director 9,800 share
Career summary (positions) Duties and significamictirrent positions
April 1984: Joined the Company Head of the Weldduginess
April 2012: Officer
April 2014: Senior Officer
June 2015: Managing Director
April 2016: Director, Senior Managing Executive iO&r

(incumbent)

Reasons for
selecting the
candidate

Fusaki Koshiishi has abundant experience and kriagelen the field of welding business, 3

Company’s fundamental policy with regard to appoient of candidates for Directors (ple

see page 12).

[¢)

we have concluded that he is well qualified to bBigector of the Company in light of tTle

se

No. 8

Toshiya Miyake
(Date of birth: October 17, 1959)

Number of shares of th
Company owned:
9,400 share

Reappointment/
Internal Director

D

Career summary (positions) Duties and significamtctirrent positions

April 1984:
January 2012:

Joined the Company

Senior General Manager, Assistaieto
Officer in charge of Corporate Planning

Department
April 2013: Officer
April 2015: Senior Officer
June 2016: Director, Managing Executive Officer
April 2017: Director, Senior Managing Executive O

(incumbent)

Oversees companyveidenical development.

Oversees the Environmental Control & Disastgr

Prevention Department, MONODZUKURI
(Production System Innovation) Planning &
Promotion Department and IT Planning
Department. Oversees companywide systems
General Manager of the Technical Developme
Group.

=3

0

Reasons for
selecting the
candidate

Toshiya Miyake has abundant experience and knowl@dthe field of technology development,
and we have concluded that he is well qualifietb¢ca Director of the Company in light of the
Company’s fundamental policy with regard to appoient of candidates for Directors (ple

see page 12).

Kazuhide Naraki

Reappointment/

Number of shares of th

President, CEO and Director of Kobelco
Construction Machinery Co., Ltd.
(incumbent)

No. 9 - - Company owned:
(Date of birth: November 11, 1953) Internal Director 24.400 sharels
Career summary (positions) Duties and significamictirrent positions
April 1977: Joined the Company President, CEO aimddibr of Kobelco
April 2008: Officer Construction Machinery Co., Ltd.
April 2010: Senior Officer
April 2012: Executive Officer
June 2012: Senior Managing Director
April 2014: Executive Vice President and Director
April 2016: Director of the Company (incumbent)

Reasons for
selecting the
candidate

see page 12).

Kazuhide Naraki has abundant experience and kngeledthe field of machinery business,
we have concluded that he is well qualified to bBigector of the Company in light of t
Company’s fundamental policy with regard to appoient of candidates for Directors (ple

nd
e
se




Reappointment/ | Number of shares of th
Outside Director/ | Company owned:

[¢)

No. 10 | Takao Kitabata
' (Date of birth: January 10, 1950)

Independent Director 3,700 shares
Career summary (positions) Duties and significamictirrent positions
April 1972: Joined the Ministry of Internationalakte Chairman of SANDA GAKUEN Junior High
and Industry School— Senior High School
June 2004: Director-General, Economic and IndustrigOutside Director of Marubeni Corporation
Policy Bureau, the Ministry of Economy, |Outside Director of SEIREN CO., LTD.
Trade and Industry (METI) Outside Director of Zeon Corporation
July 2006: Vice-Minister of Economy, Trade and
Industry
July 2008: Retired from METI
June 2010: Director of the Company (incumbent)
Outside Corporate Auditor of Marubeni
Corporation
June 2013: Chairman of SANDA GAKUEN Junior High

School— Senior High School (incumbent)
Outside Director of Marubeni Corporation
(incumbent)

April 2014: Principal of SANDA GAKUEN Junior High
School— Senior High School
June 2014: Outside Director of SEIREN CO., LTD.

(incumbent)

Outside Director of Zeon Corporation
(incumbent)

Although Takao Kitabata has not participated in thenagement of a company in a position
other than Outside Director or Outside Audit & Swigory Board Member, he has abundant

Reasons for experience and deep insight as an administratifigiadf and we have concluded that he is well

selecting the N ) ) o |
candidate |qualified to be an Outside Director of the Companiight of the Company’s fundamental policy

with regard to appointment of candidates for Divestand Standards for Independent Diregtors
(please see pages 12 through 13).

Attendance at Board of Directors meetings durisgdi 2016: | Term of office as Outside Director of the
16/18 meetings held (89%«Company: 7 years

® Takao Kitabata is a candidate for Outside Directoder the Regulations for Implementation of the @ames
Act, Article 2, paragraph 3, item 7.

® The Company registered Takao Kitabata as an IndigmrDirector at the financial instruments excharife
Takao Kitabata is elected as Outside Director at 164th Ordinary General Meeting of Shareholderms, t
Company is scheduled to register Takao Kitabatéhags an Independent Director at the financialrumsents
exchange.

® The Company and SANDA GAKUEN Junior High ScheelSenior High School, for which Takao Kitabata
currently serves as the Chairman, do not have bssitransactions. In addition, the Company doesmade
donations to the said school corporation. Therefoeameets the Company’s Standards for Indeperiiesttors.

® The Company has entered into an agreement withoT&kmbata that the limit of his liability for dargas
stipulated in Article 423, paragraph 1 of the Conipa Act shall be the minimum liability amount stigted in
laws and regulations. If he is elected as Direetothe 164th Ordinary General Meeting of Sharehsldihe
Company is scheduled to renew the terms of theeaggat limiting liability with him.



Hiroyuki Bamba

New appointment/ | Number of shares of th

[¢)

D

No. 11 ) Outside Director/ | Company owned:
(Date of birth: January 27, 1954) Independent Director 0 shares
Career summary (positions) Duties and significamictirrent positions
April 1976: Joined Sumitomo Rubber Industries, Ltd.| Outside Director of Sekisui Plastics Co., Ltd.
March 2000: Director of Sumitomo Rubber Industries,
Ltd.
March 2003: Executive Officer of Sumitomo Rubber
Industries, Ltd.
July 2003: President and Director of SRI Sportsitgoh
(currently Dunlop Sports Co. Ltd.)
March 2011: Chairman and Director of SRI Sports
Limited
March 2015: Counselor to Dunlop Sports Co. Ltd.
(incumbent)
June 2015: Outside Director of Sekisui Plastics Ciol.

(incumbent)

Reasons for
selecting the
candidate

Hiroyuki Bamba has abundant experience and deeghingy company management, and

have concluded that he is well qualified to be ans@e Director of the Company in light of t

Company’s fundamental policy with regard to appwoient of candidates for Directors and

Standards for Independent Directors (please seesgEjthrough 13).

® Hiroyuki Bamba is a candidate for Outside Direatader the Regulations for Implementation of the @ames
Act, Article 2, paragraph 3, item 7.

® |f Hiroyuki Bamba is elected as Director at the th6@rdinary General Meeting of Shareholders, then@any is
scheduled to register Hiroyuki Bamba as an IndegenDirector at the financial instruments exchange.

® Although the Company and Sumitomo Rubber Industtli¢d. have business transactions, three or moagsye
have passed since Hiroyuki Bamba'’s retirement asxanutive person of Sumitomo Rubber Industried,, land
additionally the amount of these transactions sotaks than 2% of the Company's consolidated nleissa
Therefore it would not be classified as a “majosihass partner” and he meets the Company’s Stasmdard
Independent Directors.

® |f Hiroyuki Bamba is elected as Director at the th6@rdinary General Meeting of Shareholders, then@any is
scheduled to enter into an agreement with himtthedimit of his liability for damages stipulated Article 423,
paragraph 1 of the Companies Act shall be the mimrfiability amount stipulated in laws and reguas.



Item 2: Election of one (1) Director who is a subgute Audit & Supervisory Committee

Member
To prepare for the case where the number of Dirssttho are Audit & Supervisory Committee

Members falls below the number required by laws r@gailations, it is proposed that one (1)
Director who is a substitute Audit & Supervisorymittee Member be elected.

As for submitting this Item, the consent of the Aufl Supervisory Committee has been
obtained.

The candidate for Director who is a substitute AddiSupervisory Committee Member is as
follows. There are no special interests betweertdnelidate and the Company.

—10 -



[¢)

Takao Kitabata Outside Director/ Number of shargs of th
. : Company owned:
(Date of birth: January 10, 1950) Independent Director 3.700 share
Career summary (positions) Duties and significamictirrent positions
April 1972: Joined the Ministry of Internationalaide Chairman of SANDA GAKUEN Junior High
and Industry School— Senior High School
June 2004: Director-General, Economic and IndustrigQutside Director of Marubeni Corporation

July 2006:

July 2008:
June 2010:

June 2013:

April 2014:

June 2014:

Policy Bureau, the Ministry of Economy, |Outside Director of SEIREN CO., LTD.
Trade and Industry (METI) Outside Director of Zeon Corporation

Vice-Minister of Economy, Trade and
Industry

Retired from METI

Director of the Company (incumbent)

Outside Corporate Auditor of Marubeni
Corporation

Chairman of SANDA GAKUEN Junior High
School— Senior High School (incumbent)
Outside Director of Marubeni Corporation
(incumbent)

Principal of SANDA GAKUEN Junior High
School— Senior High School

Outside Director of SEIREN CO., LTD.

(incumbent)

Outside Director of Zeon Corporation
(incumbent)

Reasons for
selecting the
candidate

Although Takao Kitabata has not participated in thenagement of a company in a posi
other than Outside Director or Outside Audit & Swigory Board Member, he has abund
experience and deep insight as an administratifigialf and we have concluded that he is v
qualified to be an Outside Director who is a subi Audit & Supervisory Committee Memb
of the Company in light of the Company’s fundamémtalicy with regard to appointment

candidates for Directors who are Audit & Superws@ommittee Members and Standards
Independent Directors (please see pages 12 thitRjgh

Additionally, while Takao Kitabata is a candidatr Director (excluding Directors who &
Audit & Supervisory Committee Members) as proposeddem 1, he is knowledgeable about
Company'’s business as an Outside Director of thagamy and it has been judged that he wi
quickly be able to meet the duties required of aiA& Supervisory Committee Member in {
case that the number of Directors who are Auditup&visory Committee Members falls bel
the number required by laws and regulations andtlnas been made a candidate for Dire
who is a substitute Audit & Supervisory Committeeriber.

ion
ant
vell
er
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for
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the
buld
he
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Attendance at Board of Directors meetings durisgdi 2016: | Term of office as Outside Director of the

16/18 meetings held (89%ompany: 7 year

® Takao Kitabata is a candidate for Outside Direetho is a substitute Audit & Supervisory Committeeriber.

® The Company and SANDA GAKUEN Junior High ScheelSenior High School, for which Takao Kitabata
currently serves as the Chairman, do not have bssitransactions. In addition, the Company doesmade
donations to the said school corporation. Therefogameets the Company’s Standards for Indeperiiesttors.
® The Company has entered into an agreement withoT#&limbata that the limit of his liability for damas
stipulated in Article 423, paragraph 1 of the Conipa Act shall be the minimum liability amount sfigted in
laws and regulations. If he is elected as Direetothe 164th Ordinary General Meeting of Sharehs|dthe
Company is scheduled to renew the terms of theeaggat limiting liability with him. In addition, ithis Item is
approved and Takao Kitabata is elected as Direstwr is an Audit & Supervisory Committee Member, the
Company is scheduled to renew the terms of thesagzat limiting liability with him.

- 11 -



<Reference: the Company’s fundamental policy with @gard to appointment of candidates
for Directors and Standards for Independent Directos>

Members of the Board of Directors discussed andoga appointments of each candidate
proposed in Item 1 and Item 2, based on whethenobrhe or she meets the requirements
described in the Company’s fundamental policy wiébard to appointment of candidates for
Directors and Standards for Independent Directors.

The President, CEO and Director of the Company amplthe appointment to and receives
opinions from the Meeting of Independent Directoefore these discussions.

The Company’s fundamental policy with regard to apmintment of candidates for Directors
(excluding Directors who are Audit & Supervisory Canmittee Members)

The Company appoints candidates for Directors (ebwoty Directors who are Audit & Supervisory
Committee Members) based on a policy that persialde to the positiorshould have the following
qualities in order to carry out their roles enteasby shareholders.

A) To be able to take care of the Company’s stakiie and fulfill the Company’s social responstlil
as well as make an effort to well understand anpléement the Company’s corporate vision and
management vision to improve the Company’s corgoratue;

B) Based on his or her own career, to be capahbieleh deep insight regarding the Company’s business
and his or her duties, and make flexible and badfpedgments to fully display the synergistic effec
between the Company’s various businesses, suclisiseses in materials, machinery and electric
power supply, in the case of determining importaanhagement issues including the distribution of
management resources;

C) To be able to make prompt and decisive decisimder circumstances of hectic change; and

D) To be able to actively make proposals or suggestto other Directors as a member of the Board of
Directors.

E) The Company wants Outside Directors to be ableatik up appropriate risk-taking and support the
Company’s medium- to long-term growth by reflectimgtside persons’ fair and neutral opinions|on
resolutions at the meetings of the Board of Dinect@he Company requires Outside Directorg to
meet the following requirements in addition to rieginents A) to D) above:

a. To have extensive experience and deep insighetable to make objective, fair and neutral
judgment in light of his or her career;

b. Especially, to have global insight necessary ttoe implementation of the Company
management vision or business plan or insight diigathe Company’s business areas; and

c. To meet the Standards for Independent Direstipalated by the Company.

S

The Company’s fundamental policy with regard to apmintment of candidates for Directors who
are Audit & Supervisory Committee Members

The Company appoints candidates for Directors wie Aardit & Supervisory Committee Members
based on the policy that persons suitable to tisitipp should have the following qualities in order
carry out their roles entrusted by shareholders.

A) To well understand the characteristics of thenPany’s wide-ranging businesses and be able td audi
and supervise the Company'’s business based ontiesdand functions stipulated in the Companies
Act;

B) To be able to consider appropriateness of manageto improve corporate value, in addition|to
auditing the legality of management, and activelgken statements at meetings of the Board of

- 12 -



Directors;

C) In consideration of the fact that they are AliSupervisory Committee Members, they are able to

appropriately exercise their authority as Directors
D) At least one Audit & Supervisory Board Memberttwiconsiderable knowledge of finance 8
accounting must be elected; and

E) The Company invites Outside Directors who are A&dbupervisory Committee Members from the
legal, financial and industrial circles in orderdimow the functions of auditing and supervisingrfrp

various angles, wants them to be able to back ppoapate risk-taking and support the Compan
medium- to long-term growth, and requires them &etithe following requirements in addition
requirements A) through C) above;
a. To have extensive experience and deep insighttable to make objective, fair and neu
judgment in light of his or her career; and
b. To meet the standards for Independent Direstipalated by the Company.

The Company’s Standards for Independent Directors

The Company’s Outside Directors (including those wdre also Audit & Supervisory Committee

Members) are recognized as Independent Directolengsas any of the following requirements are hot

applicable. Requirement “L” only applies to Outsibérectors who are also Audit & Supervisory

Committee Members.

A) A person who currently executes or has execlesinesses of the Group, which includes

the

Company and its subsidiaries (meaning executivecttirs, executive officers, officers and other

employees, hereinafter the same shall apply).

B) A person who has a close relative (spouse,ivelatithin the second degree of kinship, hereinafie
same shall apply) who currently executes or haswggd businesses of the Group within the past
years.

C) A person who is currently or has been over thet ghree years a principal shareholder of
Company (a shareholder who, directly or indireatlyrrently owns or has owned 10% or more of
voting rights of the Company) or who currently extes or has executed businesses of the prin
shareholders’ company within the past three years.

D) A major business partner of the Company (whenhilghest payment among payments by this pal
to the Company accounts for more than 2% of the g2omy's annual consolidated net sales in
past three fiscal years) or a person who executsisdsses thereof or has executed over the past
years businesses thereof.

E) A person who executes businesses thereof whoge mssiness partner is the Company (when
highest payment among payments by the Companyet@éhson accounts for more than 2% of
person’s annual consolidated net sales in lasetfiseal years) or a person who executes busing
thereof or has executed over past three yearsdsnssn thereof.

F) Persons who are or have been over the pastylers financial institutions, other large creditor

five

the
all
Cipal

ther
the
thr

the
the
’SSes

those executives indispensable for the Companyanfiing and that the Company depends on tq the

degree there is no substitute.
G) A consultant, accountant or legal professionAbvhas received a large sum of money or o
financial gain in the past three years (the lamfetO million yen or 100 thousand U.S. dollars
more in a year if the person is an individual, ibthe person is a party such as a company o
association, the amount equal to or more than 2%eparty’s annual consolidated net sales) f
the Company as an individual, excluding remunenafiar Director of the Company. (If a par

ther
or

I an
om

Ly

including but not limited to a company or an asatien receives such financial gain, a person who
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belongs to those companies, excluding the persdimidually performing his or her duties without

receiving any remuneration from those companies.)

H) Certified public accountants who are Accountigditors of the Company or those belong to the

audit corporation which is an Accounting Auditortbé Company.

1) A representative person or the equivalent thecdathe company who receives a donation or [aid

(which exceeds the larger of 10 million yen, 106u$and U.S. dollars or 30% of the total average

annual cost of the company in a year) from the Guomgp

J) A person who executes businesses of the congawigich mutually dispatches outside
directors/corporate auditors. (The person who ewsctite business of the Group is an outside

director/corporate auditor and the person who esctne business of such a company is the outside

director of the Company.)

K) A person who has a close relative who falls uraley of the categories C) through J) above. ([The
person who executes a business of the Companynitedi to directors and executive officers and,

regarding the person who belongs to a professiadaisory firm such as a law firm, limited to|a

member or a partner of the firm.)

L) A person who has a close relative with the pessba falls under either of the following categor&@s

through c).

a) A person who is currently or has been over thst pne year a non-executive director gf a

subsidiary of the Company.

b) A person who is currently or has been over thet mne year an accounting advisor of a

subsidiary of the Company. (If the accounting aolvis a company, it is limited to those with a

certified public accountant or a certified publx taccountant.)
c) A person who over the past one year has been-&xecutive director of the Company.
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Attached Documents

Business Report
(From April 1, 2016 to March 31, 2017)

1. Status of the Corporate Group
(1) Progress and Results of Operations and Issugs Addressed
(a) Progress and Results of Operations
Japan’s economy in fiscal year 2016 (April 1, 20#&rch 31, 2017) is slowly recovering
with improvement in the employment situation angnsi of recovery in corporate capital
investment and personal spending. Overseas, theedJidtates and Europe continued to
recover. Meanwhile, in China and parts of South&akt sluggish growth rates persisted.

In this economic environment at the Kobe Steel Brdlue sales volume of steel products
decreased compared with the previous fiscal yedthoAgh domestic demand in the
automotive sector remained firm, exports declinBde sales volume of aluminum rolled
products increased compared with the previouslfigear, as demand remained firm for can
stock for beverage cans and for the automotiveosethe sales volume of copper rolled
products increased compared with the previous Ifigear, due to increased demand for
automotive terminalsUnit sales of hydraulic excavators decreased coadpavith the
previous fiscal year, due to lower demand in Japahto undertaking marketing activities in
China with stricter sales termis addition, the sales prices of steel, aluminurd aapper
products decreased, affected by the high yen aclthden raw material prices.

As a result, consolidated sales in fiscal year 20di§ely affected by lower sales prices,
went down 126.9 billion yen, compared with the jwes fiscal year, to 1,695.8 billion yen.
Operating income decreased 58.6 billion yen, coegavith the previous fiscal year, to 9.7
billion yen mainly due to the posting of a tempgraxpense for the refurbishment of a blast
furnace in the Iron & Steel business and the aalthli posting of an allowance for retained
receivables in the Construction Machinery segme@fsna business. Ordinary income*
decreased 48.0 billion yen, compared with the previfiscal year, to ordinary loss of 19.1
billion yen. Extraordinary gains and losses inceglad7.6 billion yen, compared with the
previous fiscal year, to extraordinary gains of Billion yen. No extraordinary losses were
posted, compared with the previous fiscal year,ctvhiecorded extraordinary losses. In
addition, the Company recorded a reversal of prowigor loans for the China wheel loader
business in the fiscal year 2016. Net loss attaiblgt to owners of the parent in fiscal year
2016 worsened by 1.4 billion yen, compared withvjunes fiscal year, to 23.0 billion yen.

While it is extremely regrettable, the Company Hasided to suspend the dividend for
fiscal year 2016 in light of the significant nes$oattributable to owners of the parent and the
need to make strategic investments in growth ahdrdactors.

We express our deep and sincere apologies to alioshareholders for the significant
inconvenience. In order to realize a return toigsah fiscal year 2017, we are dedicating all
of our energies to improving profitability, and iy ask for the understanding of all of our
shareholders.

The business progress and results for each busseggsent of the Kobe Steel Group
were as follows.

Iron & Steel Business

The sales volume of steel products decreased cechpsith the previous fiscal year.
Although domestic sales volume to the automotiv@osewnas firm, export volume declined.
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Sales prices went down, compared with the previsesl year, due to the high yen and fall
in primary raw material prices until the first hafffiscal year 2016.

Sales of steel castings and forgings decreasedyamaah with the previous fiscal year, as
demand decreased in the overseas shipbuildingrs&ales of titanium products decreased
compared with the previous fiscal year, mainly dodower sales volume to desalination
plants, chemical plants and for other applications.

As a result, consolidated segment sales in fisedr Y2016 decreased 6.8 percent,
compared with the previous fiscal year, to 62016obi yen. Ordinary loss* worsened by 14.5
billion yen, compared with the previous fiscal yeaarordinary loss of 29.5 billion yen, due to
the fall in sales prices and the posting of a tergoexpense for the refurbishment of the
blast furnace.

Welding Business

The sales volume of welding materials decreasetdpaoed with the previous fiscal year,
due to construction delays and remaining sluggeiahd in the energy sector in Japan and
as sluggish demand also persisted in the oversepudding and energy sectors. On the
other hand, sales of welding systems increased amdpwith the previous fiscal year, owing
to steady investments in automation for constracsiector in Japan.

As a result, consolidated segment sales in fisear 2016 declined 10.8 percent,
compared with the previous fiscal year, to 82.8drilyen. Ordinary income* decreased 1.2
billion yen, compared with the previous fiscal year6.8 billion yen.

Aluminum & Copper Business

The sales volume of aluminum rolled products inseglacompared with the previous
fiscal year, as demand remained firm for can stoclbeverage cans and for the automotive
sector.

The sales volume of copper rolled products incréasenpared with the previous fiscal
year, as demand rose for copper strips used imumtiee terminals. The sales volume of
copper tubes also increased compared with thequreViscal year, as demand remained firm
for air conditioners.

However, mainly due to lower sales prices from tiigh yen and lower ingot prices,
consolidated segment sales in fiscal year 2016edsed 6.4 percent, compared with previous
fiscal year, to 323.3 billion yen. Ordinary incomeaécreased 3.1 billion yen, compared with
the previous fiscal year, to 12.0 billion yen, doea worsening in inventory valuation from
the fall in lower ingot prices.

Machinery Business

Mainly due to sluggish demand in energy-relatedtaseg stagnation of the Chinese
economy, consolidated orders in fiscal year 201&edsed 8.7 percent, compared with the
previous fiscal year, to 128.2 billion yen. The solidated backlog of orders at the end of
fiscal year 2016 came to 127.8 billion yen.

Consolidated segment sales in fiscal year 2016reets.2 percent, compared with the
previous fiscal year, to 150.7 billion yen, maidiye to a decrease from energy-related sectors.
Ordinary income* decreased 0.8 billion yen, comgangth the previous fiscal year, to 5.8
billion yen.

Engineering Business

Consolidated orders in fiscal year 2016 increaséd® Percent, compared with the
previous fiscal year, to 174.2 billion yen, owing drders for several large projects in the
waste treatment-related business. The consolidsteklog of orders at the end of fiscal year
2016 stood at 179.9 billion yen.

Sales declined mainly in the nuclear power-reldtesiness and waste treatment-related
business. As a result, consolidated segment saléiscal year 2016 decreased 8.0 percent,
compared with the previous fiscal year, to 121lflobi yen. Ordinary income* decreased 1.8

—16 -



billion yen, compared with the previous fiscal ydar2.8 billion yen, due to a change in the
type of orders.

Construction Machinery

Unit sales of hydraulic excavators decreased, comipaith the previous fiscal year,
mainly due to lower demand mainly from the rentaibess in Japan and to undertaking
marketing activities in China with stricter salesms.

Unit sales of crawler cranes also declined compuaiéidthe previous fiscal year, mainly
in Southeast Asia, mainly due to a decrease inggrefated projects brought about by
sluggish crude oil prices.

As a result, consolidated segment sales in fisear Y2016 decreased 7.7 percent,
compared with the previous fiscal year, to 310ldobi yen. Ordinary loss* worsened by 19.4
billion yen, compared with the previous fiscal yetr ordinary loss* of 31.3 billion yen,
mainly due to profit deterioration from the fewarmber of units sold and the high yen and
the additional posting of an allowance for retaineckivables in the China business.

Electric Power Businesses

The amount of electricity sold was at the samelleeenpared with the previous fiscal
year. However, due to the high yen and a dropenpifice of coal for power generation until
the first half of fiscal year 2016, the unit prio€ electricity decreased compared with the
previous fiscal year.

As a result, consolidated segment sales in fisedr Y2016 decreased 8.0 percent,
compared with the previous fiscal year, to 70.@drilyen. Ordinary income* decreased 4.3
billion yen, compared with the previous fiscal year13.0 billion yen, mainly due to a lag in
reflecting fuel cost fluctuation in the unit prioéelectricity.

Other Businesses

At Shinko Real Estate Co., Ltd., both the residdnproperty sales business and the
leasing business remained firm. At Kobelco Resed#stitute, Inc., orders decreased in the
testing and research business for the automotiterse

Due to these conditions, consolidated segment safescal year 2016 were similar to the
previous fiscal year at 74.8 billion yen. Ordinargome* increased 0.2 billion yen, compared
with the previous fiscal year, to 7.6 billion yen.

Definition of Ordinary Income (Loss)*
Ordinary income under accounting principles gemgeadcepted in Japan (Japanese GAAP) is a category

of income (loss) that comes after operating inc¢expense) and non-operating income (expense),gfatéy

extraordinary income and loss. It is also calledttax recurring profit” or simply “pretax profit.”

- 17 -



(b) Issues to Be Addressed

Looking at the business environment surrounding<iblee Steel Group, Japan’s economy
is anticipated to recover gradually, owing to imgment in the employment situation and
signs of recovery in corporate capital investmertt personal spending. In countries overseas,
growth rates in China and India are forecast tovslut in the United States and Europe,
economic recovery trends are anticipated to coatomutrack.

On the other hand, growing protectionist trends;herge rate fluctuations and other
factors are concerns that impact the economy, andrtainty continues to persist.

In such an environment, the Group recognizes 8wateis it should tackle this period are
reforming of the profit structure of the iron & stdusiness and the construction machinery
business, both of which was the reason for bookiggificant losses for two consecutive
periods, and the steady promotion of growth stiagefpr the future based on the three core
business areas of the materials businesses, magchinsinesses, and the electric power
business, which are presently underway.

First, with regard to the iron & steel business tBompany is pressing ahead with
measures to strengthen profitability outlined ie tfiscal Year 2016-2020 Group Medium-
Term Business Plan, and is specifically dedicatitigof its energies to completing the
consolidation in fiscal year 2017 of upstream opyena for steel production. Furthermore, in
the construction machinery business, the Compaliymeik to improve profitability as early
as possible by restructuring the sales and theuptimh structure.

With regard to the growth strategy based on theetltore business areas of the materials
businesses, machinery businesses, and the elpotver business, the Company is presently
undertaking initiatives for weight savings in trpogation, and has been steadily promoting
initiatives to expand business in the energy aricstructure field and the electric power
business. To promote the growth strategy, the Compalans to adopt specific cash
generation measures targeting 100.0 billion yesaaly as possible in order to maintain a D/E
ratio of 1 time or less to maintain financial daie. Through these initiatives, the Company
aims to establish a solid business enterprise andrgte growth.

An overview and the present status of the Fiscalr 2916-2020 Group Medium-Term
Business Plan are as follows.

Fiscal Year 2016-2020 Group Medium-Term Business &h

In April 2016, Kobe Steel Group formulated the Bis¥ear 2016-2020 Group Medium-
Term Management Plan and has started initiatives feew medium-term management plan,
KOBELCO VISION “G+" (pronounced “G plus”) that will establish a solidisiness
enterprise. The new plan aims to further strengtthenthree core business areas of the
materials businesses, machinery businesses, amietiec power business.

Kobe Steel Group plans to focus its managemenuress in growing fields anticipated
to expand over the medium to long term such ashveigvings in transportation as well as
energy and infrastructure. Kobe Steel Group planadrease the original added value of the
Kobe Steel Group. By achieving a strong competi¢isige, Kobe Steel Group aims to expand
and grow its businesses and contribute to society.
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Fiscal Year 2016-2020 Group Medium-Term Managerféamt Basic Policies
1) Growth strategies for the threeMaterials Businesses Initiatives for weight saviimgs
core business areas transportation

Improving profitability in the iron &
steel business

Machinery Businesses Initiatives in the energy and
infrastructure fields

Strengthening profitability in the
construction machinery business

Electric Power Business Initiatives for stable fisof
2) Strengthening the Business | i)  Strengthening corporate governance
Base i) Securing and developing human resources

iii) Strengthening technology development capdbgitaind
manufacturing capabilities
3) Financial Strategy Maintaining financial disai@ and undertaking cash generation
measures
Numerical Targets for Fiscal Year 2020
€ ROA (ordinary profit/total assets): 5% or more
€ DJ/E Ratio (interest-bearing debt/equity): 1 timdess

1) Growth Strategy for the Three Core Business Area
[Materials Businesses]
< Initiatives for Weight Savings in Transportation>
€ Initiatives in the automotive field where there isa shift to multi-materials* to
realize weight savings
« Promoting the strengthening of competitiveness igh{strength steel sheet and
aluminum products (sheet, extrusions and forgings)
» Leverage its broad solutions proposals as a comietyossesses various materials and

joining technologies to expand the Company’s sbatbe global automotive market
* The selective use of various materials by autdweomanufacturers to produce lighter automobiles
taking advantage of the respective outstandinggstigs of steel sheet, aluminum products, carbon
fiber reinforced plastics and other materials.

€ Initiatives in the aircraft field where the number of aircraft in service is expected to

grow
« Strengthening the upstream operations (meltingjrcpand forging) of the Company’s
titanium, aluminum, magnesium and other materiaifesses for entry and expansion
into downstream operations (machining, surfacenreat and painting)
» Building a simple supply chain with an integratgdtem for upstream and downstream

operations in the Asian region where there arefficgnt numbers of suppliers

<Results of initiatives>

* The Company newly established the TransportatioteN&s Business Planning Section*
in the Corporate Planning Department to facilitaigatives across the company for the
automobile and aircraft sectors (April 2016)

» By starting operation of a joint venture to sergeagproduction site for cold-rolled high-
strength steel sheets for automobiles in Chinai(&16), completed the establishment
of a global supply system for high-strength stéeles, covering Japan, the United States,
Europe and China

¢ Established a production site for aluminum extrasidor automobiles in the United
States (May 2016) and decided to increase produ&iuipment for forged aluminum
products for automobiles in the United States (IX301L7)

» Decided to increase production equipment for autor@caluminum panel material at
Moka Plant (April 2017)

e Agreed to establish a joint venture to produce aum sheet products in Korea with the
Korean subsidiary of Novelis Inc., a company in theted States and the world leader|in
aluminum rolled products, as a production sitestemi-finished products for use in Jagan

and China (May 2017)
* Along with the establishment of the Automotivel@@®mn Center in April 2017, this section was
developed and reorganized as the Automotive Mdselmnning Section

—19 -



<Improving Profitability in the Iron & Steel Busine ss >
+ Completed consolidation of upstream operationsn{frblast furnace to continuous
caster) for steel production to Kakogawa WorkscHis/ear 2017)
» Realize cost reductions by a higher operating ttateugh the consolidation of upstream
operations (+15.0 billion yen per year)
* Increasing profits by implementing additional ptoifinprovement measures (+30.0
billion yen per year) together with growth in tmartsportation field

< Results of initiatives>

« At Kakogawa Works, completed preparations in tewhghe facilities at Kakogaw
Works to consolidate upstream operations by conmglethe relining project for No.
Blast Furnace and facility expansion for continugaster (currently obtaining renew
approval from customers)

DO

[Machinery Businesses]
< Initiatives in the Energy and Infrastructure Fields>
» Opening one of the world’s largest test facilities nonstandard compressors to expand
the compressor business and entering the markédrfpe-sized centrifugal compressors
which are used in various types of factories
« Expanding standard compressor business throughalglddvelopment, strengthening
product competitiveness and strengthening manuiagtunfrastructure (improvement
of production efficiency and reducing lead time)
» Establishing a position in Asia by implementingtbfidregoing measures
« Constructing a comprehensive test center for hyaltogstations, carrying out
demonstration tests on hydrogen stations using waiple energy to establish
differentiated technologies, strengthening comipetitess in the domestic and overseas
markets, and expanding sales of units for hydragations

< Results of initiatives>
e The Company opened one of the world’s largest fesilities for nonstandard
compressors (April 2017)
* The Company started marketing the HyAC mini-A, ghRpressure hydrogen compressor
unit for hydrogen stations in the United States(bary 2017)
« The Company acquired Quintus Technologies AB (Swgdee world leader in presses,
which gives rise to the expansion of the industnatchinery business (April 2017)

< Strengthening Profitability in the Construction Machinery Business>
» Rebuilding the Chinese excavator business (revigwatal production capacity in
response to demand and strengthening profitability)
« Implementing mainly to expand sales in Europe, Wimited States, and India, where
demand is anticipated to improve and other measures
» Establishing a strong business base through thgriation of operating companies

<Results of initiatives>
* The merger of Kobelco Construction Machinery Cdd.land Kobelco Cranes Co., Ltd.
(April 2016)
« Started operations of assembly plants for hydraeticavators and established a supply
system in the United States, where the Companyteesghinto (April 2016)
* The Company lead the reorganization of the systetind Chinese excavator business
— Agreed to dissolve a joint venture with its Chimgsrtner (February 2017)
— Started selecting and consolidating dealers, #va restructuring of the sales
management system
— Started restructuring the production system wiliengdu (inland area) as the supp
base for China and Hangzhou (coastal area) axfuetehase

y
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[Electric Power Business]
< Initiatives for Stable Profits>
« Establishing a stable profit base for the futuredmytinuing the stable operation of

already constructed Kobe Power Plant and proceedglitigtwo new power generation
projects in Moka and Kobe

Already Supply all the electricity . _ .

constructed Kobe 1,400,000 kW generated to The Kansai Electric In stable operation

Power Company, Incorporated

To be Supply all the electricity

Moka 1,248,000 kW Start-up in 2019

constructed generated to Tokyo Gas Co., Ltd.
To be Supply all the electricity
Kobe 1,300,000 kW generated to The Kansai Electric Start-up in 2022
constructed
Power Company, Incorporated
3,950,000 kW
Total
(approx.)

<Results of initiatives>

« With regard to the already constructed Kobe PowantPrenewed the supply contrgct
with The Kansai Electric Power Company, Incorpatefter post-expiration of the present
contract (December 2016)

« Moka project: started construction work in June &04nd is proceeding according |to
plan

* Kobe project: presently performing the environmeassessment

2) Strengthening the Business Base
i) Strengthening Corporate Governance
» Strengthen corporate governance mainly by reviewlmgstructure of the Board of
Directors

< Results of initiatives>

» The Company transitioned to a company with an A&d8upervisory Committee from g
company with an Audit & Supervisory Board (June @01

¢ Launched an assessment system for the effectivesfebe Board of Directors (Apri|
2016)

» Revised and strengthened the training system fecwgives (April 2016)

i) Human Resource Development

« Securing and cultivating employees who will drivewgth in the Kobe Steel Group
by focusing on creating a safe, employee-friendigrking environment through
promoting diversity and implementing improvementiorking styles

< Results of initiatives>
« Implemented training that encourages a deep uradtelisiy and awareness of diversj
promotion for managers and supervisors at all lessisites
« Started activities throughout the Company to “inygroworking styles” in order to
improve the working environment, including in priple prohibiting overtime after 7:00
pm and making meetings more efficient

—

y

iii) Strengthening Technology Development Capabilies and Manufacturing
Capabilities

» Creating differentiated technologies that strengtiiee competitiveness of major
products, and also creating products and procésaeprovide customer valir the
automotive, aircraft, energy and infrastructuréde

« Strengthening production infrastructure and raisiihg level of monozukuri-ryoku
(manufacturing capabilities) by strengthening paidquality and on-site capabilities
and by data utilization including 10T (the IntermétThings)
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< Results of initiatives>
» Established the Automotive Solution Center in orderaccelerate and promote the
Company’s proprietary solutions proposals targetiighter automobiles, including
materials for automobiles and joining technologsdissimilar materials, etc. (April
2017)

3) Financial Strategy

» Financing strategic investments to grow the maeeriausinesses and machinery
businesses and regular investments that suppoliusiaess base by operating cash
flows

« Maintaining financial discipline while steadily ¢ging out investments for weight
savings in transportation and other important felly adopting cash generation
measures, such as the sale of 100.0 billion yeamssets, improvements in working
capital, and the careful selection of investments

< Results of initiatives>
« Effectively utilized internal Group funds overseamsl sold certain assets

The Group will begin the full-scale implementatiohlarge scale projects to realize its
medium- to long-term business visidfOBELCO VISION “G+ .” In light of this situation,
the Company believes that it is necessary for abbup employees to again unite, and
therefore launched the “Core Values of KOBELCO #m&l Next 100 Project” in April this
year. This initiative, targeting the next 100 yeassnot limited to technologies, products and
services, but pertains to all of the Kobe Steelupi® business activities, including activities
aimed at coexisting harmoniously with society, wiélspect to becoming a company that is
trusted by all stakeholders, including our sharééid; creating a better environment where
employees can adequately demonstrate their cajhiland having a sense of challenge for
continuous innovation. These core values make g Kbbe Steel Group’s corporate
philosophy that each of our employees once agaitigel to uphold.

The Kobe Steel Group will dedicate all of its enesgto improving profitability,
generating profit as early as possible and resumiivigends, all of which are urgent tasks. At
the same time, the Group will strive to achievenitsdium- to long-term business vision
through its business growth strategy focused onthihee core business areas of materials,
machinery and electric power, while strengtheningporate governance and promoting the
“Core Values of KOBELCO and the Next 100 Project.”

We appreciate the continued support and encouragesheur shareholders.

Core Values of KOBELCO

1. We provide technologies, products and servibas win the trust and confidence of ou
customers we serve and the society in which we live

2. We value each employee and support his and toevtly on an individual basis, while
creating a cooperative and harmonious environment.

3. Through continuous and innovative changes, veater new values for the society o
which we are a member.

* In order to integrate management of the elegiogver supply business and further clarify the
Kobe Steel Group’s management visions, on Apr216, the Company integrated the existing
electric power supply business under the Iron 8&eBSBusiness with the electric power project

implemented under the head office, and establisheelv Electric Power Business.

* To strengthen competitiveness in the constructioechinery business, Kobelco Construction
Machinery Co., Ltd. was merged with Kobelco Crafes, Ltd. and became the construction
machinery segment. In addition, the Company alstuited Kobelco Eco-Solutions Co., Ltd. in
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its Engineering Business to further cooperationthie Kobe Steel Group and strengthen
competitiveness.

* Due to these changes, from fiscal year 2016 teppbusiness segments have changed to seven
segments of Iron & Steel, Welding, Aluminum & Coppdachinery, Engineering, Construction
Machinery and Electric Power.
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(c) Production Volume, Orders Received, and Neesand Ordinary Income by Business

Segment

(i) Production Volume

Iron & Steel Busines

Crude steel

7,543

In thousands of tons)

7,275

Aluminum & Copper
Business

Aluminum rolled products
Copper rolled products

372
133

376
142

(ii) Orders Received

(In millions of yen)

Domestic 53,237 58,298
Orders Overseas 87,228 69,901

Machinery Total 140,466 128,200
Business Domestic 37,713 36,134
Backiod of | overseas 96,184 91,682

Total 133,897 127,817
Domestic 82,253 111,108
Orders Overseas 46,942 63,138

Engineering Total 129,195 174,247
Business Domestic 80,500 102,629
R i Overseas 40,921 77,280

orders
Total 121,421 179,909

Note 1: The orders and the backlog of orders irelmhount of orders among the Company’s Groups.
Note 2: The orders and the backlog of orders of Engineering Business in the 163rd business term
include the orders and the backlog of orders ptesein the 163rd business term as Kobelco Eco-

Solutions.

(iif) Net Sales and Ordinar

Income by Business

In millions of yen

Iron & Steel Business 665,803 (14,984 620,61 52D)
Welding Business 92,252 8,128 82,274 6,854
Aluminum & Copper Business 345,463 15,121 323,32 2,020
Machinery Business 159,002 6,763 150,710 5,896
Engineering Business 131,712 4,697 121,18 2,809
Construction Machinery 336,225 (11,930) 310,494 (31,399)
Electric Power Business 76,745 17,414 70,60 13,082
Other Businesses 74,528 7,356 74,874 7,610
Adjustment (58,929) (3,640) (58,217 (6,422)
Total 1,822,805 28,927 1,695,864 (19,103)
[Of the above, overseas net salg [662,651] [573,624]

Note:

ordinary income by business segment in the 164¢imbas term.

—24 —

Net sales and ordinary income in the 163ir&ss term were reclassified in line with netsaled



(2) Capital Expenditures
Total capital expenditures on a construction (ictipa and acceptance) base is 160.2

billion yen.
The major capital expenditures completed in figedr 2016 or ongoing as of the end of

fiscal year 2016 are as follows:

The Company Kakogawa Works
Relining Project of No. 3 Blast Furnace (Iron & &tBusiness)
Completed| Kobelco Automotive Aluminum Rolled Products (Chir)., Ltd.
Production plant of automotive body panels in Ti@nChina (Aluminum & Copper
Business)
The Company Kakogawa Works and Kobe Works
Strengthening equipment and distribution faciligés. accompanying transfer
upstream production to Kakogawa Works (Iron & Steesiness)
Kobe Aluminum Automotive Products, LLC
Melting and casting line, forging press etc. in Keky, the United States (Aluminum
& Copper Business)
Kobelco Aluminum Products & Extrusions Inc.
Melting furnaces, extrusion presses, processirgs letc., in Kentucky, the United
States (Aluminum & Copper Business)
The Company Takasago Works
Strengthening rotating machine plant facility (opéra facility for large-capacity
nonstandard compressors) (Machinery Business)
KOBELCO POWER MOKA INC.
Power Supply Plant in Moka-shi, Tochigi-prefect(iéectric Power Business)
The Company Kobe Works
Power Supply Plant (Electric Power Business)

In progress

(3) Financing Activities
During fiscal year 2016, there were no special enatto be noted, including the issuance

of corporate bonds, etc.
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(4) Assets and Results of Operations
(a) Assets and Results of Operations of the Grou

(In
Net sales millions 1,824,698 1,886,894 1,822,805 1,695,864
of yen)
(In
Operating income  millions 114,548 119,460 68,445 9,749
of yen)
(In
Ordinary income millions 85,044 101,688 28,927 (19,103)
of yen)
Net income (In
attributable to owner millions 70,191 86,549 (21,556) (23,045)
of the parent of yen)
Net income per share(yen) 226.28 238.19 (59.34) (63.54)
(In
Total assets millions 2,288,636 2,300,241 2,261,134 2,310,435
of yen)
(In
Net assets millions 734,679 851,785 745,492 729,404
of yen)
Net assets per share (yen) 1,841.10 2,137.00 1,903.80 1,860.36

Note: Since a ten-for-one consolidation of the Canys shares was implemented on October 1, 2016, ne
income per share and net assets per share werdatatt based on the assumption that the share

consolidation was conducted at the beginning oflikst business term.

Assets and Results of Operations of the Compan

(In

Net sales millions 993,743 1,028,146 979,085 923,700
of yen)
(In

Operating income  millions 46,171 35,297 21,006 (7,096)
of yen)
(In

Ordinary income millions 58,355 46,600 26,690 (16,557)
of yen)
(In

Net income millions 56,660 52,321 (6,217) (6,319)
of yen)

Net income per shareg(yen) 182.36 143.79 (17.09) (17.39)
(In

Total assets millions 1,463,443 1,432,210 1,478,036 1,607,297
of yen)
(In

Net assets millions 511,758 556,645 514,575 513,620
of yen)

Net assets per share (yen) 1,406.41 1,529.83 1,413.07 1,415.24

Note: Since a ten-for-one consolidation of the Canys shares was implemented on October 1, 2016, ne
income per share and net assets per share werdatett based on the assumption that the share

consolidation was conducted at the beginning oflikst business term.
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(5) Major Businesses (As of March 31, 2017)
The major businesses carried out by the Kobe &mmlp are described below.

Iron & Steel
Business

Steel bar

Steel sheet
Steel billet

Processed
product & pig
iron, etc.

Ordinary wire rod, Special wire rod, Specialty ttege, Ordinary steel bar,
Specialty steel bar

Heavy plate, Medium plate, Sheet (itael, cold-rolled, surface treated)

Steel castings and forgings (vessel parts, elecsgarts, industrial
machinery parts, etc.), Titanium and titanium adlo$teel powder, Foundry
pig iron, Pig iron for steelmaking, Slag produ@ginless steel tubes,
Building materials, Specialty steel products, Steiets

Welding Business

Welding materials (covered welditegtrodes, welding wire for automatic
and semi-automatic welding, flux), Welding robd¢elding power sources,
Welding robot systems, Welding-related testingJysisiand consulting

Aluminum
& Copper
Business

Aluminum rolled
products

Copper rolled
products

Aluminum
castings and
forgings, etc.

Aluminum can stock, Aluminum sheet for heat excleagAutomotive
aluminum sheet, Aluminum extrusions, Aluminum diséterial for HDDs

Copper sheet and strip for semiconductors, Cogpstsand strip for
terminals, Leadframes, Condenser tubes, Coppes fobair conditioners

Aluminum-alloy and magnesium-alloy castings andjifags (parts for
aircrafts and automobiles, etc.), Fabricated alumimproducts (parts for
automobiles, building materials, building temporaonstruction material,
etc.)

Machinery Business

Equipment for energy and chdrfigds, Equipment for nuclear power
plants, Tire and rubber machinery, Plastic proogssiachinery, Ultra
pressure press, Physical vapor deposition systdetsiworking machinery,
Compressors, Refrigeration compressors, Heat putasts (steel rolling,
non-ferrous, etc.), Internal combustion engines

Engineering Business

Various plants and equipnBredt reduction iron making, pelletizing,
petrochemical, nuclear power-related, water treatmveaste treatment, etc.),
Erosion control and disaster prevention structut@g| engineering,
Advanced urban transit system, Equipment for chahgind food fields

Construction Machinery

Hydraulic excavators, Mircavators, Wheel loaders, Crawler cranes,
Rough terrain cranes, Work vessels

Electric Power Business

Wholesale power supply

Other Businesses

Real estate development, Constru8ales, Brokering, Remodeling,
Leasing, Building management, Condominium managénSgecial alloys
and other new materials (target materials, etcateMal analysis and testing,
High-pressured gas container manufacturing, Superezing products,
Operation of life care facilities for the elderyeneral trading
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(6) Major Offices and Plants (As of March 31, 2017)

Head offices

KOBE (Registered Head Office), TOKYO

Domestic branch offices

OSAKA, NAGOYA

Domestic sales offices

HOKKAIDO (Sapporo), TOHOKU (Sendai), NIIGATA (Niiga), HOKURIKU
(Toyama), SHIKOKU (Takamatsu), CHUGOKU (HiroshimKyUSHU
(Fukuoka), OKINAWA (Naha)

Overseas offices

NEW YORK, SINGAPORE, SHANGHAI

Research Laboratories

KOBE (Kobe)

Iron & Steel

KAKOGAWA (Hyogo), KOBE (Kobe), TAKASAG (Hyogo)

Welding

FUJISAWA (Kanagawa), IBARAKI (Osaka),
SAIJO (Hiroshima), FUKUCHIYAMA (Kyoto)

Plants | Aluminum &
Copper

MOKA (Tochigi), CHOFU (Yamaguchi), DAIAN (Mie)

Machinery
Engineering

TAKASAGO (Hyogo), HARIMA (Hyogo)

Note 1: Overseas offices include locally incorpedacompanies.
Note 2: The locations of head offices of major $dibsies are described in the following note “(7)ajdr

Subsidiaries, etc.”

(7) Major Subsidiaries, etc.

(Subsidiaries)

Nippon Koshuha Steel Co., Ltd.
[Tokyo]

Kobelco Steel Tube Co., Ltd.
[Shimonoseki, Yamaguchi]

Shinko Kenzai Ltd.
[Amagasaki, Hyogo]

Kobelco Logistics, Ltd. [Kobe]

Shinko Bolt, Ltd. [Ichikawa, Chiba]

Shinko Engineering & Maintenance

Co., Ltd. [Kobe]
Kobe Welding of Qingdao Co., Ltd.
[China]

Kobe Welding of Korea Co., Ltd.
[Korea]

Kobelco & Materials Copper Tube,
Ltd. [Tokyo]

Kobelco Automotive Aluminum
Rolled Products (China) Co., Ltd.
[China] *1

Kobe Aluminum Automotive Produc

(China) Co., Ltd.
[China]

Kobelco & Materials Copper Tube
(Thailand) Co., Ltd. [Thailand] *1

Kobelco Aluminum Products &
Extrusions Inc. [United States] *1

Kobe Aluminum Automotive
Products, LLC [United States] *1

Kobelco & Materials Copper Tube
(M) Sdn. Bhd. [Malaysia] *1

15,669 million yerl  51.83| Manufacture and sales of specialty steels

Manufacture and sales of stainless steel
tube and precision tube

Manufacture and sales of products for
civil engineering and construction work

Harbor transportation, coastal shipping,
2,479 million yen  97.68| customs clearance, truck transportation,
warehousing and contracting plant work

Manufacture and sales of bolts for
construction and bridges

Design, manufacture, installation, piping
and maintenance of plants and equipment

Manufacture and sales of welding
materials

Manufacture and sales of welding
materials

Manufacture and sales of copper tubes for
6,000 million yen  55.00| air conditioners, construction and cold/hot
water supply

4,250 million yen 100.00

3,500 million yen  96.80

465 million yen 100.00
150 million yen| 100.00|
211,526 thousand yug  90.00

5,914 million won|  91.06

Manufacture and sales of aluminum

AR ROy IOEE sheets for automotive body panels

Manufacture and sales of aluminum

239,681 thousand yug  60.00 forai . h
orgings for automotive suspensions

Manufacture and sales of inner-grooved
1,129 million Thai bah| 100.00| copper tubes and smooth bore copper
tubes for air conditioners

Manufacture and sales of bumper
24,000 thousand U.S. dollg 100.00| materials and frame materials for
automotive bumpers

Manufacture and sales of aluminum
forgings for automotive suspensions
Manufacture and sales of copper tubes
and secondary processed products

24,000 thousand U.S. dollg  60.00|

25,500 thousand Malaysian ring{ 100.00,
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Kobe Precision Technology Sdn. Bh
[Malaysia]

Kobelco Compressors Corporation
[Tokyo]

Shinko Engineering Co., Ltd.
[Ogaki, Gifu] *1

Kobelco Compressors Manufacturin
(Shanghai) Corporation
[China]

Kobelco Compressors America, Inc.
[United States] *1

Kobelco Eco-Solutions Co., Ltd.
[Kobe] *2

Kobelco Eco-Maintenance Co., Ltd.
[Kobe] *1

Midrex Technologies, Inc.

[United States] *1

Kobelco Construction Machinery Cq
Ltd.

[Tokyo]

KOBELCO Construction Machinery
(East Japan) Co., Ltd.

[Ichikawa, Chiba] *1

KOBELCO Construction Machinery
(West Japan) Co., Ltd.

[Amagasaki, Hyogo] *1

Chengdu Kobelco Construction
Machinery (Group) Co., Ltd.
[China] *1

Chengdu Kobelco Construction
Machinery Co., Ltd. [China] *1

Hangzhou Kobelco Construction
Machinery Co., Ltd. [China] *1

Chengdu Kobelco Construction
Machinery Financial Leasing Ltd.
[China] *1

Thai Kobelco Construction Machine
Ltd. [Thailand] *1

Kobelco International (S) Co., Pte.
Ltd. [Singapore] *1

Kobelco Construction Machinery
Europe B.V. [Netherlands] *1

Kobelco Construction Machinery
USA, Inc. [United States] *1

Kobelco Construction Equipment
India Pvt. Ltd. [India] *1

Kobelco Power Kobe Inc. [Kobe]
KOBELCO POWER MOKA INC.
[Moka, Tochigi]

Shinko Real Estate Co., Ltd. [Kobe]

Kobelco Research Institute, Inc.
[Kobe]

19,000 thousand Malaysian ring

450 million yen|

388 million yen|

87,796 thousand yug

5 thousand U.S. dollal

6,020 million yen

80 million yen

1 thousand U.S. dolla

16,000 million yen

490 million yen|

490 million yen|

56,468 thousand yug

139,846 thousand yud

237,551 thousand yug

437,994 thousand yua

560 million Thai bah
11,113 thousand U.S. dollg
3,300 thousand eu

2 thousand U.S. dollal

2,000 million Indian rupee
3,000 million yen

600 million yen|

3,037 million yen

300 million yen|

100.00

100.00

100.00

100.00

100.00

80.24

100.00

100.00

100.00

100.00

100.00

56.32

100.00

50.67

75.95

100.00

100.00

100.00

100.00

95.00]
100.00

100.00

100.00

100.00

Manufacture and sales of aluminum disk
material for HDDs

Sales and servicing of compressors

Manufacture and sales of internal
combustion engines, transmissions and
testing machines, etc.

Development and manufacture of
compressors and related products
Sales and servicing of products of the
Company

Manufacture and sales of compressor
system for process gas, refrigeration
compressor system and parts, etc.

Design, manufacture, construction and
maintenance of environmental plants
Design, manufacture and maintenance of
industrial machinery and equipment
Operation of water treatment facilities
and waste treatment facilities, etc.

Design, manufacture and construction of
direct reduction plants

Manufacture and sales of construction
machinery

Sales and servicing of construction
machinery

Sales and servicing of construction
machinery

Sales and servicing of construction
machinery

Manufacture and sales of construction
machinery

Manufacture and sales of construction
machinery

Leasing business

Manufacture and sales of construction
machinery

Sales of construction machinery

Sales and servicing of construction
machinery

Sales and servicing of construction
machinery

Manufacture, sales and servicing of
construction machinery

Wholesale power supply
Wholesale power supply

Real estate sales, brokering, remodeling
and leasing

Material analysis and testing, structural
analyses

Manufacture and sales of target material,
semiconductor and inspection equipment
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Kobelco (China) Holding Co., Ltd.
[China]

1,265,939 thousand yu¢ 100.00| Holding company in China

Kobe Steel USA Holdings Inc. Holding shares of companies in the
[United States] 205 thousand U.S. dollays 100.00 United States

(Affiliated Companies)

OSAKA Titanium technologies Co., Manufacture and sales of titanium
Ltd. 8,739 million yen  23.92| sponge, polycrystalline silicon and other
[Amagasaki, Hyogo] titanium products

Manufacture and sales of secondary
products of wire rod

Contracting construction work of
structures

Kansai Coke and Chemicals Co., Lt - Manufacture and sales of coke and other
. 6,000 million yen ~ 24.00 -

[Amagasaki, Hyogo] chemical products

Japan Aeroforge, Ltd.

[Kurashiki, Okayama]

Tesac Wirerope Co., Ltd. 450 million yen|  42.10 Manufacture and sales of wire rope and

Shinko Wire Company, Ltd.

[Amagasaki, Hyogo] *1 8,062 million yenn  35.90

1,850 million yen  40.54| Manufacture and sales of large forgings

[Kaizuka, Osaka] wire rod
PRO-TEC Coating Company | Manufacture and sales of galvanized steel
[United States] *1 123,000 thousand U.S. doligrs 50.00 sheet and cold-rolled, high-strength steel

Manufacture and sales of cold-rolled,
high-strength steel

Manufacture and sales of valve spring
wire

Manufacture and sales of specialty steels

Kobelco Angang Auto Steel Co., Ltd
[China] *1

Kobelco Spring Wire (Foshan) Co., |
Ltd. [China] *1 196,220 thousand yug

Kobelco Millcon Steel Co., Ltd.

700,000 thousand yug  49.00

50.00]

=]

2,830 million Thai bah| 50.00

[Thailand] and ordinary steel wire

YXUXl Compressor Co., Ltd. [China] 92,010 thousand yuan 44.35| Manufacture and sales of compressors
Shinsho Corporation [Osaka] - Trading of iron & steel and nonferrous
*1 *2 SegymlenyE S50 metal products and machinery, etc.

Note 1: *1 in the above table indicates that thersholdings of subsidiaries are included in thewamho

Note 2: *2 in the above table indicates that sh&uedd as part of a retirement benefits trust actuged in the
amount.

Note 3: In fiscal year 2016, Kobelco & Materialsgper Tube (Thailand) Co., Ltd., Kobelco Aluminuno&ucts
& Extrusions Inc. and Kobelco & Materials Coppeb& M) Sdn. Bhd. were newly added.

Note 4: Sakai Steel Sheets Works, Ltd., which wakided in the list in the previous fiscal yeam included in
the list from fiscal year 2016 as it no longer dfied as a major subsidiary.

Note 5: NI Welding Corporation, which was includedhe list in the previous fiscal year, is notlirted in the
list from fiscal year 2016 since the Company transfd 80% of its shareholdings in NI Welding
Corporation to Shinsho Corporation on April 1, 2046d it no longer qualifies as a major subsidiary.

Note 6: On April 1, 2016, Kobe Special Tube Cod.ldhanged its registered trade name to Kobelcel Sighe
Co., Ltd.

Note 7: On May 12, 2016, the Company acquired shiaréobelco Eco-Solutions Co., Ltd. that were hisyda
subsidiary and an affiliated company of the Compasya result, the ratio of voting rights increased
80.24%.

Note 8: On April 1, 2016, Kobelco Cranes Co., Ltaerged with Kobelco Construction Machinery Co.,.Ltd
which was included in the list in the previous &ikgear, with Kobelco Construction Machinery as the
surviving entity.

Note 9: In fiscal year 2016, the Company changedatio of voting rights in Chengdu Kobelco Constian
Machinery Co., Ltd. from 88.74% to 100.00%

Note 10: On April 1, 2016, Shinko Kobe Power Intacged its registered trade name to Kobelco PowbeHKnc.

Note 11: On April 1, 2017, following the restruéhg of an overseas subsidiary, Thai Kobelco Cowstn
Machinery Ltd. changed its registered trade nantéotoelco Construction Machinery Southeast Asia Co.,
Ltd.

Note 12: On April 5, 2017, the Company newly madeén@is Technologies AB a major subsidiary.
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(8) Employees (As of March 31, 2017)

(&) Employees of the Group (Persons)
Iron & Steel Business 9,800
Welding Business 2,532
Aluminum & Copper Business 6,870
Machinery Business 3,708
Engineering Business 2,870
Construction Machinery 7,060
Electric Power Business 164
Other Businesses or Corporate 3,947

Total 36,951

Note: The number of employees indicates the nurobaorking employees.

Employees of the Company

(b)

11,03 +201 39.5 years ol 16.7 years

Note 1: The number of employees indicates the numibeorking employees.
Note 2: The number of employees stated above datdaciude 968 seconded employees.

(9) Major Lenders and Amount of Borrowings (As oaidh 31, 2017

Development Bank of Japan Inc. 77,954
Mizuho Bank, Ltd. 61,464
Nippon Life Insurance Company 40,535
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 28,401
Sumitomo Mitsui Banking Corporation 27,870
Sumitomo Mitsui Trust Bank, Limited 26,977
The Yamaguchi Bank, Ltd. 22,544
Bank of Tokyo-Mitsubishi UFJ (China), Ltd. 21,834

Note: Other than stated above, there was a symedioah amounting to a total of 91,200 million yeithw
Mizuho Bank, Ltd., The Bank of Tokyo-Mitsubishi URXd., Sumitomo Mitsui Banking Corporation,
etc. as agent banks, however this is not includete balance of loans of the respective lenders.
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2. Shares of the Company (As of March 31, 2017)

* On October 1, 2016, the Company changed theeshait number from 1,000 shares to 100
shares. On the same day, the Company carried oahsolidation of the Company’s shares
under which every ten shares was consolidated ame share as well as reduced the
Company'’s total number of authorized shares frobnb@llion shares to 600 million shares. As
a result, the total number of shares authorizelbetassued was changed from 3,643,642,100
shares to 364,364,210 shares.

(1) Total number of shares authorized to be issued
(2) The aggregate number of the issued shares
(3) Total number of shareholders

(4) Major shareholders (Top ten shareholders)

600,000,000 shares

&6210 shares
200,422

Japan Trustee Services Bank, Ltd. (Trust 14,349 3.94 _ _
Account)

The Master Trust Bank of Japan, Ltd. (Trust 12,646 3.47 _ _
Account)

Nippon S_teel & Sumitomo Metal 10,735 295 6.744 0.71
Corporation

Nippon Life Insurance Company 10,119 2.78 - -
Japan Trustee Services Bank, Ltd. (Trust

Account 9) 9,872 2.71 - -
Japan Trustee Services Bank, Ltd. (Trust 6,649 183 _ _
Account 5)

Mizuho Bank, Ltd. 6,467 1.78 - -
Mltsublshl UFJ Trust and Banking 5233 1.44 _ _
Corporation

Japan Trustee Services Bank, Ltd. (Trust 4,962 136 _ _
Account 1)

Japan Trustee Services Bank, Ltd. (Trust 4.853 133 _ _
Account 2)

Note 1: The Company holds 221 thousand shareseimsury stock. Treasury stock is excluded in the

calculation of the major shareholders’ ratio ofrehalding in the Company.
Mizuho Bank, Ltd. is a wholly owned subaigi of the Mizuho Financial Group. Inc. The Company

Note 2:

holds 16,161 thousand shares of common stock irMiaeho Financial Group. Inc. (shareholding

ratio 0.06%).
Note 3:

Mitsubishi UFJ Trust and Banking Corponatis wholly owned subsidiaries of the Mitsubishi JUF

Financial Group, Inc. The Company holds 8,704 thadsshares of common stock in the Mitsubishi
UFJ Financial Group, Inc. (shareholding ratio 0.06%

(5) Purchase, Disposal and Holding of TreasurylStoc

(a) Shares Purchased

« Purchase of shares constituting less than one unit

Common stock 40,017 shares
(including 33,641 shares before the
consolidation of shares and 6,376 shares
after the consolidation of shares)
Total amount of purchases 9,973,308 yen
(b) Shares Disposed of

« Disposal of shares by requests for supplementarghpse of shares constituting less than

one unit

Common stock 6,625 shares
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Total amount of disposal
(c) Shares Held as of March 31, 2017
Common stock
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(including 6,190 shares before the
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1,006,116 yen
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3. Directors, Audit & Supervisory Committee Membarsl Officers
(1) Directors (As of March 31, 2017)

Chairman,
President and
CEO
(Representative
Director)

Executive Vice
President
(Representative
Director)

Executive Vice
President
(Representative
Director)

Executive Vice
President
(Representative
Director)

Director, Senior
Managing
Executive
Officer

Director, Senior
Managing
Executive
Officer

Director, Senior
Managing
Executive
Officer

Director,
Managing
Executive
Officer

Director (part
time)

Director

Director

Director (Audit
& Supervisory
Committee
Member, full
time)

Director (Audit
& Supervisory
Committee
Member, full
time)

Hiroya Kawasaki

Yoshinori Onoe

Akira Kaneko

Naoto Umehara

Shohei Manabe

Fusaki Koshiishi

Mitsugu Yamaguch

Toshiya Miyake

Kazuhide Naraki

Takao Kitabata

Hiroshi Ochi

Hiroaki Fujiwara

Yoshimasa
Yamamoto

Head of the Iron & Steel Business

Head of the Aluminum & Copper Business

Oversees the Audit Department, Secretariat & Piplizepartment,
General Administration Department, Legal DepartmElntman
Resources Department, Corporate Planning Departfercitiding
the Transportation Materials Business Planningi®egtIT Planning
Department, Accounting Department, Finance DepartpMarketing
Planning Department, Civil Engineering & ConstrantiTechnology
Department, Rugby Administration Office, ElectrioviRer Business,
domestic branch offices and sales offices (inclgdiakasago Works),
and overseas locations (under the head office)r<ees
companywide compliance and systems.

Head of the Engineering Business

Head of the Welding Business

iHead of the Machinery Business

Oversees companywide technical development. Ovetbee
Environmental Control & Disaster Prevention Depantip Corporate
Planning Department (the Transportation MaterialsiBess Planning
Section), and MONODZUKURI (Production System Inniwa)
Planning & Promotion Department. General ManagehefTechnical
Development Group.

President, CEO and Representative Director of Kab€lonstruction
Machinery Co., Ltd.

Chairman of SANDA GAKUEN Junior High Scho@enior High
School, Outside Director of Marubeni Corporatiomit&de Director
of SEIREN CO., LTD, Outside Director of Zeon Coration
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Director (Audit

& Supgrwsory Takashi Okimoto Outside Audlt & Supervisory Board Member of Shingen Electric
Committee Manufacturing Co., Ltd.
Member)

Director (Audit
& Supervisory

Yoshiiku Miyata | Outside Director of TonenGenerakiga K.K.

Committee
Member)
glrselj:tc(;rr\sgl;dlt Representative Partner of Miyake & Partners, Oatdiddit &
C pe ry Hidero Chimori | Supervisory Board Member of NAITO Securities Cdd.LOutside
ommittee :
Company Auditor of ROHM Co., Ltd.
Member)
Note 1: Directors Takao Kitabata, Hiroshi Ochikdshi Okimoto, Yoshiiku Miyata and Hidero Chimorea

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

Note 7:

Note 8:

outside directors under Article 2, Item 15 of thenpanies Act.

The Company registered Directors Takaabéita, Hiroshi Ochi, Takashi Okimoto, Yoshiiku Miga

and Hidero Chimori as independent directors withfthancial instruments exchange.

Directors Hiroaki Fujiwara and Takashi @&to have considerable financial and accounting
knowledge, as evidenced below.

« Director Hiroaki Fujiwara was an officer and thengeal manager of the Company’s Finance
Department from April 2004 to March 2005, an officesponsible for the Finance Department from
April 2005 to March 2009, and an officer resporsifar the Finance and Accounting departments
from April 2009 to June 2009, and a director oveirsg the same departments from June 2009 to
March 2014.

« Director Takashi Okimoto worked for many yearshatDai-Ichi Kangyo Bank, Ltd. and at Mizuho
Corporate Bank, Ltd. and engaged in banking operaiis a director from April 2005 to April 2007.
The Company elects full-time Audit & Swasory Committee Members at the Audit & Supervisory

Committee. Full-time Audit & Supervisory Committbtembers are elected to facilitate the smoother

execution of duties by improving the audit envir@mt) compiling company information, and

conducting regular audits of the readiness of iterinal governance system.

Although there are business relationshgie/een the Company and Marubeni Corporation, Zeon
Corporation, TonenGeneral Sekiyu K.K., Miyake & tRars and ROHM Co., Ltd., there are no
special relationships that require disclosure.

Except set forth above, there are no speslationships that require disclosure betweenGbmpany
and entities in which outside directors concurrentlyse.

Director Yoshiiku Miyata retired from Oigts Director of TonenGeneral Sekiyu K.K. in linettvthe
merger of TonenGeneral Sekiyu K.K. and JX Holdirgs,, and assumed the office of Outside
Director of JXTG Holdings, Inc. (to which the cormyaname of JX Holdings, Inc. has been changed)
on April 1, 2017. There are no special relationshiat require disclosure between the Company and
JXTG Holdings, Inc.

The Directors and Audit & Supervisory Bbdtembers who retired this term are as follows okl
Fujiwara, Yoshimasa Yamamoto and Takashi Okimotevetected and assumed the office of
Directors who are Audit & Supervisory Committee Mears on the same day they retired from Audit
& Supervisory Board Members.

Director, Senior
Managing Executive
Officer

Director (Senior
Adviser)

Audit & Supervisory
Board Member

Yasuaki Sugizaki June 22, 2016

Hiroshi Sato June 22, 2016

Hiroaki Fujiwara June 22, 2016

Yoshimasa

Audit & Supervisory
Board Member

Audit & Supervisory
Board Member

Audit & Supervisory
Board Member
Audit & Supervisory
Board Member

Yamamoto

Shigeo Sasaki
Takashi Okimoto

Shinya Sakai

June 22, 2016

June 22, 2016

June 22, 2016

June 22, 2016

- 35—



Note 9: The new positions and duties of directansse positions or duties have changed as of ApaD17
are as follows:

Executive Vice President
(Representative Director)

Executive Vice President
(Representative Director)

Director, Senior Managing

Executive Officer

Naoto Umehara

Mitsugu Yamaguchi

Toshiya Miyake

Oversees the Audit Department, Secretariat &
Publicity Department, General Administration
Department, Legal Department, Human
Resources Department, Corporate Planning
Department (excluding the Automotive
Materials Planning Section), Accounting
Department, Finance Department, Marketing
Planning Department, Civil Engineering &
Construction Technology Department, Rugby
Administration Office, Electric Power
Business, domestic branch offices and sales
offices (including Takasago Works), and
overseas locations (under the head office).
Oversees companywide compliance.

Head of the Machinery Business

Oversees companywide technical development.
Oversees the Environmental Control & Disaster
Prevention Department, MONODZUKURI
(Production System Innovation) Planning &
Promotion Department, and IT Planning
Department.

Oversees companywide information systems.
General Manager of the Technical
Development Group.

Note 10: The Company has implemented an officetesy, with the names and duties of officers asflA,
2017 as follows:

Head Office

Senior Managing
Executive
Officer

Senior Managing
Executive
Officer

Managing
Executive
Officer
Managing
Executive
Officer

Managing
Executive
Officer

Executive
Officer

Takafumi
Morichi

Makoto
Mizuguchi

Kazuaki
Kawahara

Yasushi Okubo

Yoshihiko
Katsukawa

Yuichiro Goto

Assistant to the President and CEO

Responsible for the Corporate Planning Departméutomotive Materials
Planning Section) and Automotive Solution Centethim Technical
Development Group. Responsible for companywideraative projects.

Responsible for the Accounting Department and Fiadbepartment.

Responsible for the Audit Department, General Adstiation Department,
Legal Department and Rugby Administration OfficesRonsible for
companywide compliance.

Responsible for the Secretariat & Publicity Depa&nipn Human Resources
Department (excluding occupational safety manag€ménrporate Planning
Department (excluding the Automotive Materials PRiag Section), Marketing
Planning Department, Civil Engineering & ConstrantiTechnology
Department, branch offices and sales offices (itioly Takasago Works).
Responsible for overseas locations (under the bfme).

Responsible for the Environmental Control & Disasteevention Department,
MONODZUKURI (Production System Innovation) Planni&d’romotion
Department, and IT Planning Department. Respongibleompanywide
information systems. General Manager of the Rebefabevelopment
Planning Department in the Technical Developmemu@r

Iron &
Steel

Senior Managing
Executive
Officer

Senior Managing
Executive
Officer

Managing
Executive
Officer

Yukimasa
Miyashita

Koichiro Shibata

Hiroaki
Matsubara

Responsible for the Sales Management & Administredepartment and
Purchasing Department. Responsible for overalkssale

Responsible for overall production of steel produ@eneral Manager of
Kakogawa Works

Assistant to the Head of the Iron & Steel Business
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Managing 5 .
[ Yoshihiro Oka Responsible fo_r the_Sheet Products Sales_ DepartiResponsible for
- overseas locations in the sheet products field.
Officer
Managin Responsible for the Technology Administration Dép&nt, Computer
ging " Systems Department and the Research & Developnadarhtory.
Executive Koji Yamamoto . .
Officer Responsible for the Human Resources Departmentfational safety
management).
Managing
Executive Shoji Miyazaki | General Manager of Kobe Works
Officer
Ext_acutlve Hajime Nagara Requnsmle for the Planning & Administration Deépant and the Raw
Officer Materials Department.
. . Responsible for the Wire Rod & Bar Products Salepdbtment and Plate
Executive Satoshi . . - )
- - Products Sales Department. Responsible for ovelseatsons in the wire rod
Officer Nishimura d
and bar products field.
Executive Responsible for the Wire Rod & Bar Products Markgi® Technical Service
Officer Shoji Nakamura | Department, Plate Products Marketing & Technical/i8e Department, and
Sheet Products Marketing & Technical Service Depart.
Executive Responsible for the Steel Casting & Forging Diwisiditanium Division, and
Officer Hiroyuki Mori Steel Powder Division. General Manager of the Pssee Materials Planning
Department.
Managing . . - . .
Welding Executive Akira Yamamoto Responsible for the Planning & Administration Dep@nt and the Production
i Center.
Officer
Managing
Executive Hiroshi Kato Assistant to the Head of the Aluminum & Copper Bess
Officer
Managing Responsible for the casting and forging businedseatrusion business.
Executive Takumi Fuijii Responsible for environmental control and disgstevention and overall
) Officer safety management.
Aluminum » i
& Copper anaging . .
pp Executive Nobuaki Isono Resp_onsnble for the Technology C_ontrol DepartmBesponsible for the
- aluminum flat rolled products business
Officer
Responsible for the Planning & Administration Dep@nt and Raw Materials
Executive Seiii Hirata Department. Responsible for the copper flat rofieztucts business. Supports
Officer | the managing executive officer responsible foraheninum flat rolled
products business.
Senior Managing
Executive Takao Ohama | General Manager of the Compressor Division
Officer
Machinery Exe_zcutlve Masamphl General Manager of the Industrial Machinery Diuisio
Officer Takeuchi
Executive Hiroki lwamoto Deputy General Manager of the Compressor Divisiaeneral Manager of the
Officer Rotating Machinery Business Unit in the Compre&igision.
Manag!ng . .. | Responsible for the SQE System Management Depatamnerthe Project
Executive Kazuto Morisaki ; ) ) L
Officer Engineering Center. Responsible for the Nuclean&OTDivision.
Engineering " .
Snaong . R Responsible for the Iron Unit Division and Infrastture Division.
Executive Hiroshi Ishikawa ; ’ A
- Responsible for the Business Development Section.
Officer
Electric Managing . . . .
P Executive Jiro Kitagawa Head of the Electric Power Business
ower Officer
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(2) Remuneration and Other Amounts to Directors/fundit & Supervisory Board Members

A resolution was made at the 163rd Ordinary Gendesdting of Shareholders held on June 22,
2016 for the Company to establish new remuneraimounts for directors, switch to a more
performance-based remuneration system, as welb astrioduce a medium- and long-term
incentive-based remuneration system founded onedbiesed payment, in line with the
transition from a company with an Audit & Supervis@oard to a company with an Audit &
Supervisory Committee. As the Company has changeddmuneration system accordingly,
remuneration and other amounts to Directors anditAfidSupervisory Board Members are
stated separately before and after the transittoa tompany with an Audit & Supervisory
Committee.

(a) Before the transition to a company with an AliSupervisory Committee (from April 1,
2016 to the conclusion of the 163rd Ordinary Genbteeting of Shareholders (June 22,
2016))

Directors 11 120

(of which, Outside Directors) (2) (6)

Audit & Supervisory Board Members 5 26

(of which, Outside Audit & Supervisory| 3) ©)
Board Members)

Total 16 146

Note 1: The 151st General Meeting of Shareholbeld on June 25, 2004 passed a resolution to edift
of remuneration to 63 million yen a month for Di@s (does not include compensation for duties
performed by directors who concurrently servesrasraployee) and to 11 million yen a month for
Audit & Supervisory Board Members.

Note 2: Directors’ remuneration is determined base the Company’s performance-based compensation
system. Adjusting base remuneration for each poshinsed on the performance of the entire
company and individual businesses that fiscal yeaites outcome accountability clear for each
business.

In view of this role that they assume, Outside @oes are not eligible for performance-based
compensation.

Audit & Supervisory Board Members are remunerai@seld on their function in light of directors’
remuneration and other factors.

Director and Audit & Supervisory Board Member reratation is limited to amounts determined at
each General Meeting of Shareholders.

As for the methods for determining these amourticy concerning directors’ remuneration is
determined by the Board of Directors while audis@ervisory board members’ remuneration policy
is determined by all Audit & Supervisory Board Meznh

Note 3: The Company does not pay bonuses to Direeind Audit & Supervisory Board Members.

Note 4: In addition to the remuneration, etcelisabove, based on a resolution at the 151st Qyd®aneral
Meeting of Shareholders held on June 25, 2004 Direetor was paid 47 million yen as a retirement
benefit payment upon termination.
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(b) After the transition to a company with an Audit Supervisory Committee (from the
conclusion of the 163rd Ordinary General Meetingbéareholders (June 22, 2016) to March
31, 2017

Directors (excluding Audit & ) )
Supervisory Committee Members) g) 3&3) 3&3) A )
(of which, Outside Directors)

Directors (Audit & Supervisory

Committee Members) (g) (gg) (222) (:) ('_)
(of which, Outside Directors)
Total 16 400 400 - -

Note 1: At the 163rd Ordinary General Meeting ba&holders held on June 22, 2016, a resolutiomveaie
to set the limit of remuneration for Directors (exting Directors who are Audit & Supervisory
Committee Members) including fixed remuneratioamg within a total of 650 million yen per
fiscal year and performance-based remuneratioriag lvithin a total of 350 million yen per fiscal
year, and the limit of remuneration for Directosonare Audit & Supervisory Committee Members
as being within a total of 132 million yen per fisgear. Furthermore, as a new stock remuneration
for Directors (excluding Outside Directors and Bimrs who are Audit & Supervisory Committee
Members), a resolution was passed that introdustdck remuneration plan, Board Benefit Trust
(BBT), to which the Company has contributed an amafi 570 million yen for a three-fiscal year
period.

Approach to amount of remuneration, etc. for Divesiof the Company and decisions involving its
method of calculation are described in pages 3®to

Note 2: The Company does not pay bonuses to Diect

Note 3: The Company views the significant downwandsion to the earnings and the postponemeriteof t
annual dividend as a serious matter, and for the tieing will reduce the fixed remuneration for
Directors (excluding Outside Directors and Direstatho are Audit & Supervisory Committee
Members) by 5 to 10%. Furthermore, in consideratibsignificant losses incurred at Group
companies, Chairman, President, CEO and Represeniitector, and certain Directors have
voluntarily returned their remuneration (10%, floree months).

Note 4: Totals for performance-based remuneratimhséock remuneration are estimated payments. ®ue t
the profit level in fiscal year 2016 and the pospment of the annual dividend, in accordance with
the Company'’s Director remuneration system, the @omw will not pay performance-based
remuneration and stock remuneration.

Note 5: The Company’s approach to amount of renatiuer, etc. for Directors and decisions involvitey i

method of calculation are as follows.

Approach to Amount of Director Remuneration, Etc. axd Decisions Involving its Method of

Calculation

In order to improve medium- to long-term corporetdue, the Company aims to have a system of

remuneration that effectively acts as an incerftivéts Directors to carry out their expected rales

their fullest capabilities and proposes the follegvDirector remuneration system.

1) Fundamental Policy of Remuneration of the Corgjsadirectors

A) A system able to secure talented human resowbescan be responsible for the Company’s|
continued expansion and appropriately remuneratath

B) A system able to share values widely with stakdérs and promote not only short-term growth
but also medium- to long-term growth.

C) Creating a system that incentivizes the accahpient of consolidated business result targets
while sufficiently considering the characteristodfseach business so that Directors can fully
carry out their roles.

D) Regarding the composition of the remuneraticsteay and the necessity of its reevaluation,
ensuring the objectivity and transparency of judgreeegarding remuneration decisions by
listening to and considering the opinions of Megtifi Independent Directors composed
entirely of Independent Directors.

2) Remuneration Framework

A) Remuneration for the Company’s Directors (exatgdDirectors who are Audit & Supervisory

Committee Members) will consist of fixed compensatiperformance-based compensation
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linked to the achievement of business results tamaring individual fiscal years, and
medium- to long-term incentive compensation basedtock compensation with the goal of
sharing values with shareholders. Taking into atersition their duties, part-time Internal
Directors and Outside Directors will not be eligilibr performance-based compensation, and
Outside Directors will not be eligible for mediute-long-term incentive compensation.

B) The standard amount of performance-based corafiengor each rank will be at the level of
25 to 30% of fixed compensation, and the value efliom- to long-term incentives paid per
fiscal year will be at the level of 25 to 30% ofdd compensation.

C) The Company’s Directors who are Audit & SupeswysCommittee Members will only be paid
fixed compensation as Director remuneration, taking consideration their duties.

3) Performance-based systems

A) The amount of performance-based compensatidrbeitletermined using net income
attributable to owners of the parent (hereinaftet'income”) and net income of each busingss
division as evaluation indicators. Target standasixl in evaluations will be based on the net
income standard of the Company as a whole, whicbrhes “consolidated ROA of 5% or
more” as stated in the medium-term management pidditionally, target standards for each
business division will be based on the same neniecstandard for each business division of
“ROA of 5% of more in each business division,” awtording to the accomplishment of these
targets for both the Company as a whole and in bastmess division, a coefficient of 0-200%
will multiplied to the base amount in order to datae the amount paid.

B) For medium- to long-term incentive compensatmsystem known as Board Benefit Trust
(BBT) will be adopted in order to raise the conssitess for contribution from Directors
regarding continuously improving corporate valugyients based on this system will use &
base point number established for each rank anardber of points according to a coefficient
of 0-100% will be provided each fiscal year basedvole-company net income and the state
of dividend payment, and on a fixed date durincheagst period of three years, a number of]
the Company'’s shares and a cash equivalent tantberst converted from the market price of
the Company'’s shares will be provided accordinthéonumber of points provided.

4) Method to Determine Remuneration Standard
Director remuneration survey data from an extespaktialized agency will be used as a base to
determine remuneration standards commensurateheétompany’s corporate scale and the
duties expected of Directors.

5) Method to Determine and Examine the Policy réigay Remuneration

A) The policy concerning remuneration for Direct¢egcluding Directors who are Audit &
Supervisory Committee Members) is determined byBtbard of Directors, and the policy
concerning remuneration for Directors who are A@dBupervisory Committee Members is
determined by all Audit & Supervisory Committee Mears.

B) The Company receives opinions from Meeting afeipendent Directors comprised of all
Independent Directors regarding ways for and négessrevise the remuneration system. If
is necessary to revise the remuneration systenGohgpany will present a revised
remuneration plan at a meeting of the Board of @@es and it will be resolved.

—

(3) Overview of Agreements Limiting Liability
The Company has entered into agreements limitedgjlify with Outside Directors who are
not Audit & Supervisory Committee Members and Dioes who are Audit & Supervisory
Committee Members as described in Article 427, grargh 1 of the Companies Act as well as
the Company’s Articles of Incorporation to limitethliabilities stipulated in Article 423,
Paragraph 1 of the Companies Act. Limits on ligéypifior damages under these agreements shall
be the amount set forth by laws and regulations.
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(4) Major Activities of Outside Directors duringelCurrent Fiscal Year

Director

Director

Director
(Audit &
Supervisory
Committee
Member)

Director

(Audit &
Supervisory
Committee

Member)

Director
(Audit &
Supervisory
Committee
Member)

Takao
Kitabata

Hiroshi
Ochi

Takashi
Okimoto

Yoshiiku
Miyata

Hidero
Chimori

16/18
meetings hel
(89%)

18/18
meetings hel
(100%)

17/18
meetings hel
(94%)

13/14
meetings hel
(93%)

12/14
meetings hel
(86%)

)

)

)

5/5 meetings
held
(100%)

Provided advice and suggestions
concerning corporate management
from his extensive experience and
insight as a government
administrator.

Provided advice and suggestions
concerning corporate management
from his extensive experience and
insight as a corporate executive.

Provided advice and suggestions
concerning corporate management

12/12 : X .

; from his extensive experience and
meetings held. ~. htin the f ial orofession. H

(100%) insight in the financial profession. He
also actively shared his thoughts on
matters related to compliance.
Provided advice and suggestions
concerning corporate management

11/12 : X .

: from his extensive experience and
meetings hel¢. ~.  * .

(92%) insight in the world of !ndustry. He
also actively shared his thoughts on
matters related to compliance.
Provided advice and suggestions
concerning corporate management

12/12 : X .

; from his extensive experience and
meetings heldinsi ht in the legal profession. He

(100%) 9 galp :

also actively shared his thoughts on
matters related to compliance.

Note 1: The number of Board of Director Meetingerded by Director Takashi Okimoto includes those
attended as an Audit & Supervisory Board Member.
Note 2: Since June 22, 2016, the date on whichcRire Yoshiiku Miyata and Hidero Chimori assumeeiith
office, Board of Directors Meetings have been Heldimes and meetings of Audit & Supervisory
Committee 12 times.
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4. Accounting Auditor

@

&)

©)

4

Name of Accounting Auditor
KPMG AZSALLC

Remuneration and Other Amounts to Accountingifax

Remuneration and other Amounts to be paid as patytoétccounting
Auditor by the Company

@) 123

() Total amount of money and other financial interéstise paid by the
Company and its subsidiaries

Note 1: The audit agreement between the Accoutimjtor and the Company does not separately stipula
and it is practically unable to distinguish betweemit remunerations based on the Companies Act
and the Financial Instruments and Exchange Act.cElethe remuneration in (a) above states
aggregate of these two types of payment.

Note 2: The Audit & Supervisory Committee confirthat the scope and content of the Accounting Audito
audit plan are reasonable, and that an appromiadesufficient number of audit days and personnel
are provided, with due consideration to ensurinditaquality and efficacy. At the same time, it
receives from the directors and other parties egtlans of audit remuneration-setting processes and
of the basis for calculation, etc., of the remutieraestimate after scrutiny of the number of audit
days and the audit unit price. It has verified appiateness and reasonableness in light of acastl p
audit performance, and gives consent to the aediuneration, etc. for the Accounting Auditor in
accordance with Article 399, Paragraph 1 of the games Act.

Note 3: Among the major subsidiaries of the Companpsidiaries located overseas are audited byimgdi
firms other than the Accounting Auditor of the Caangp.

448

Description of Non-Auditing Services

The Company entrusts “advice and guidance, etgarding International Financial
Reporting Standards (IFRS)” to the Accounting Aoditwhich are services (non-auditing
services) not included in the services under Aatig| Paragraph 1 of the Certified Public
Accountants Act.

Policy for Decisions on Dismissal and Non-Rezppnent of Accounting Auditor

If the Company’s Audit & Supervisory Committee detenes that any of the provisions of
Article 340, Paragraph 1 of the Companies Act &3pliith respect to the Accounting Auditor,
it shall dismiss the Accounting Auditor. Such dissal shall require the unanimous agreement
of all the Audit & Supervisory Committee Members.

Moreover, if it is judged that the Accounting Audfitis incapable of appropriately
executing the accounting audit, or if it is judgeecessary for another reason, the Audit &
Supervisory Committee shall determine the detdils @roposal for the dismissal or non-
reappointment of the Accounting Auditor, and basedthis, the Board of Directors shall
submit it as an agenda item to the general meefispareholders.
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5. The Company’s Systems and Policies
(1) The Company’s Corporate Governance System

The Company believes the basis of its corporataeeva the promotion of its diversified
businesses, composed of various segments withrelitfelemand fields, business environments,
sales channels and business scales, and the legeoddhat synergy. The Company believes it
is impossible to pursuit technical development emmbvations, which form the foundation for
the Company’s continued growth, without integratitigcussions with the shop floor.

Furthermore, to advance its diversified businegbesCompany believes it is necessary to
actively discuss and undertake appropriate decisiaking with regard to the risk
management of its various businesses and theldisomn of management resources, as well as
flexibly audit business executions by the Boardogctors. It is desirable that members with
the correct understanding regarding the businessution side attend the Board of Directors
meetings, without completely separating auditirugrfrexecution.

Under this policy, the Company had previously addpthe company with Audit &
Supervisory Board Members governance model undéchamach Audit & Supervisory Board
Member possess the authority for investigation. [&/tiie functions of auditing and execution
were not separated under this model, it enabledpoeimensive audits of the Company’s
extensive businesses. However, to further strengthe auditing function of the Board of
Directors and to accelerate decision-making witiard to management, on June 22, 2016, the
Company transitioned to a company with an Audit &p&rvisory Committee model under
which those responsible for audits have votingtagin the Board of Directors.

The numbers of Directors (excluding Directors whie Audit & Supervisory Committee
Members) shall be not more than fifteen (15) gsutdied under the Articles of Incorporation
of the Company. An appropriate number of Directarsstitutes the Board of Directors in light
of ensuring Directors’ conducting substantial digsian at meetings of the Board of Directors
as well as considering their diversity. The Boafdoectors consists of the Chairman of the
Board, the President and CEO and executive diredtocharge of important posts in the head
office division, business divisions or technical/elepment department. However, to enhance
active discussion, appropriate decision-making suygervision, the Company invites two (2)
or more Outside Directors because it is essertiedflect a fair and neutral viewpoint and the
viewpoint of stakeholders such as minority sharééd.Currently, the Company appoints two
(2) Outside Directora/ho are not Audit & Supervisory Committee Members.

With regard to the Audit & Supervisory Committelee ICompanies Act requires companies
to install three (3) or more Audit & Supervisory i@mittee Members, the half or more of
whom are Outside Directors. The Company’s Audit @&rvisory Committee consists of five
(5) Audit & Supervisory Committee Members, thre (¥ whom are Outside Audit &
Supervisory Committee Members invited each fromi¢igal, financial and industrial circles so
that the supervisory function works with transpaseand fairness.

* For more details of the Company'’s basic appraaatorporate governance systems and related matters

please see the corporate governance section ootperate information section of our website
(http://www.kobelco.co.jp). (Japanese language)
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<Current Corporate Governance System>

>
Accounting
Auditing

v

Receives opiniongexecutive”
remuneration, personnel mattefs;

L

Audit & Supervisory Committee

Meetings of Individual Directors

5 Audit & Supervisory Committee Memb:
(Including 3 Outside Directors)

5 Outside Directors

Supervisea

Appoints

-

v I

| President and CEO

Executive
Council

Committees

Department

1
Executive
Liaisor
Committee

Audit Audit

Business Units, Group Companies

— |

Directors, Officers

\—[ Business executic]n—/

Management system (Decision mak
information sharing, supervision)

{ Corporate Governance }
General Meeting of Shareholders
Appoints Appoints
~
4 v - A Compliance Committee
Audit | Board of Directors Consults > President

16 Directors Compliance Director

(Including 5 Outside Directors) < Advise Compliance Officer

Officers belonging to
the head office division
appointed by the President

Outside Exper

Internal Reporting System
Outside Lawyers
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(2) System for Ensuring the Propriety of Businege@tions

The Company'’s basic policy concerning the systerrefsuring the propriety of business

operations (Internal Control System Basic Polisyas follows:

(@)

(b)

(©)

(d)

(e)

()

Systems for ensuring compliance with laws andegulations and the Company’s Articles of
Incorporation in the performance of duties by Diredors and employees

The “Corporate Code of Ethics”, which stipulatespacific corporate action guideline for compliance
with laws and regulations, shall be the norms aitér@ of compliance. The Company shall estabéish
Compliance Committee — an advisory organ to ther@8aaf Directors that has outside committee
members — at the Company and principal Group comeparand build a compliance structure that
incorporates checks by outside experts, includiegntroduction of an internal reporting systemwimich
outside lawyers act as designated contact points.

Establishment of systems for ensuring proper fiancial reporting
The Company shall establish an in-house structuensure proper financial reporting in accordgnce
with the “Regulations for Internal Control over Eirtial Reporting”.

Systems regarding the retention and managememntf information relating to the performance of
duties by Directors

The Company shall properly store and manage infoomaelating to the performance of duties|by
Directors in accordance with the “Regulations Retptto Retention and Management of Information
Relating to Performance of Duties by Directors”.

Rules and other systems for risk management
The Company shall ensure appropriateness and ezfigi of operation by establishing “Risk
Management Regulations”. These regulations ardeapplhen each division extracts individual risknits
concerning risks surrounding the business of thengzmy and formulates measures to prevent the
extracted risk items and procedures for coping withrisks when they become evident. They alsoifypec
the system to monitor risk management. DetailiefRisk Management Standards, stipulated in thie|Ris
Management Regulations, shall be reviewed propéfhe internal audit division shall verify the
appropriateness and effectiveness of the systenmskomanagement.

Systems for ensuring the efficient performancef duties by Directors
The Company is a company with an Audit & Superwis@ommittee. To realize a management
structure for which transparency and fairness amthér ensured, the Company shall elect outside
Directors who are not Audit & Supervisory Committdembers in addition to Outside Directors who |are
Audit & Supervisory Committee Members for the Comga Board of Directors, which is the core of the
corporate governance function of the Company Group.
The Company also adopts the Business Unit Systesmnaanagement system by which to fully show
our group’s total capability such as informatiomshg or cooperation between business units, iitiadd
to “prompt” decision makings. Under this systemiddtors shall supervise business execution in jpahe
business divisions; and Officers, who are electedhke Board of Directors, shall execute businestern
the supervision of directors.
In addition, the Company shall hold meetings of Executive Council, where managerial directigns,
including business strategies, and matters pred¢otine Board of Directors are discussed. The Gomp
shall also establish an Executive Liaison Commsttemprised of Directors, Executive Officers and
Executive Technical Officers who execute businesd the Presidents and executives of affiligted
companies designated by the President and CEOedE¢impany, to facilitate sharing of information|on
important matters relating to management.

Systems for ensuring the proper operation of th Group, consisting of the Company and it
subsidiaries

In accordance with the “Affiliated Company Managemédregulations,” the Company obliges
affiliated companies to consult with the superwsdivision and the head office division of the Canp
and report important matters when they make imporacisions. The Company also strives to manage
the Group as a whole by requiring affiliated comiparo obtain prior approval of the Board of Dist
and the President and CEO of the Company concetisppsal of assets that surpass a certain amopnt i
value.

With respect to risks surrounding the Company’sinesses, affiliated companies shall individually
extract their risks, evaluate current situation soich extracted risks and draw suitable preventive
maintenance policies in accordance with “Risk Mamagnt Regulations”.

The Company shall dispatch its employees to ittizifd companies as directors and/or corpdrate
auditors of such affiliated companies, make suchatlirs and/or audit & supervisory board members
attend the meetings of board of directors in theffdiated companies, and manage and control
management of these affiliated companies. T

uy
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(9)

(h)

@

0

Furthermore, the Company builds its group compkasystem by requiring its affiliated companie
settle their corporate code of ethics or standafd®rporate conduct which determine concrete fplas

5 to

of corporate conducts for the purpose to observes land regulations, establish these compliance

committees and maintain these internal reportirsgesys.

However, with regard to listed companies, the Camypzehall try not to restrict the original judgment

of the corporate managers of such companies, sinég necessary to ensure certain manag
independence of the companies from the Company.

Matters regarding Directors and employees asgiag duties of the Audit & Supervisory Committee,
and matters regarding the independence of the sai@irectors and employees from Directorsg
(excluding Directors who are Audit & Supervisory Canmittee Members); and system to ensure th
effectiveness of instructions from the Audit & Supevisory Committee to the said Directors and
employees

The Company organized the Audit & Supervisory CotteriSecretariat to support the duties of A

erial

udit

& Supervisory Committee. Personnel changes, pedooa appraisal, and other issues relating tg the

employees of the secretariat shall require priscuisions with Audit & Supervisory Committee in e
to ensure the independence of the employees froracrs (excluding Directors who are Audit
Supervisory Committee Members) and the effectiveieésuch instructions.

Employees of the Audit & Supervisory Committee &atiat mainly support the audits by Audit
Supervisory Committee based on instructions byAthdit & Supervisory Committee in accordance w
the “Rule regarding Audits by the Audit & Supervig@Committee.” Directors (excluding Directors wj
are Audit & Supervisory Committee Members), ExewitDfficers and employees shall avoid preven
such support activities by Audit & Supervisory Coitige Secretariat and cooperate to ensure
effectiveness of the audits by Audit & SupervisG@gmmittee.

Systems of reporting to the Audit & SupervisoryCommittee by Directors (excluding Directors who
are Audit & Supervisory Committee Members) and empbyees and other systems regardin
reporting to the Audit & Supervisory Committee; sydems reporting to the Audit & Supervisory
Committee by Directors and employees of the Comparsgysubsidiaries; and systems to ensure that
person who has made the said report does not receiunfair treatment due to the making of the saiq
report

Directors (excluding Directors who are Audit & Swgeory Committee Members), Executi
Officers and employees shall periodically repoet status of performance of duties, important cone®d,
and other matters to the Audit & Supervisory Conteeif in addition to matters designated by law. T
shall also report each time material risks occustiginess activities and the status of responsieeto, asg
well as the design and operational effectivenesstefnal systems for ensuring proper financiabrépg.

Additionally, they shall report the current circuarsces of their subsidiaries to the Audit
Supervisory Committee depending on the necessitgaoso. The Audit & Supervisory Committ
Secretariat and the internal audit division (amalgpartments in charge of audits regarding spe
operations with high specialization or peculiaritgport to the Audit & Supervisory Committee cutr
situations regarding the Company’s group compliaragrisk management.

The Company stipulates prohibition to retaliate théorming employees through the inter
reporting system and reporting employees to theitAidupervisory Committee in “Corporate Code)
Ethics” and dissemination this prohibition among €ompany.

Policies on prepaid expenses for the executiaf the duties of the Audit & Supervisory Committee
on expenses for procedures for repayment and the esution of other relevant duties, or on deb
processing

If the Audit & Supervisory Committee claims for pagnt of expenses or debts based on
Companies Act regarding the execution of theiraijtthe Company will pay for such expenses or d
except that the Company confirms such claims no¢seary to execute duties of the Audit & Supervi
Committee.

Regarding the expenses necessary for the Audit@eSisory Committee to execute their duties,
Company will take appropriate budgetary steps wuigea certain amount that the Audit & Supervis
Committee deems necessary each fiscal year.

Other systems to ensure effective audits by th&udit & Supervisory Committee

To ensure the effectiveness of audits by the A&dBupervisory Committee, explanations of ann
audit policies and plans of the Audit & Supervis@ygmmittee shall be made at meetings of the Bof
Directors and on other occasions. The Company ghallove the audit environment by holding perid
meetings between the Audit & Supervisory Committed the President and CEO and thro
cooperation with the internal audit division.
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(3) Operational Status of the System for EnsurregRropriety of Business Operations
The Company is taking measures to develop the ®y&be Ensuring the Propriety of
Business Operations, and ensure its proper operatioline with its basic policy on this
system. A summary of the operational status obttstem in fiscal year 2016 is as follows.

(a) Compliance measures
In fiscal year 2016, the Compliance Committee met (5) times. Activities included formulation pf
compliance activity plan for fiscal year 2016, andnitoring the status of implementation of comptian
activities.
Furthermore, based on compliance activity plansfifgral year 2016, the Company implemented
compliance training for executives of the Compamg d@s group companies, and training and legal
education separated by employment level for respkngpersons and supervisors in each business
segment, newly appointed managers, and newly hiegons, etc. Additionally, the Company also
implemented legal compliance training toward graoppanies both within and outside of Japan, based
on examples of past and current scandals.

(b) Risk management
The Company has been carrying out “Risk Managemetivities” with the goal of achieving gn
organizational culture that is highly sensitive dcompliance issues. This means that, in addition to
compliance risks that are universal throughoutGbenpany in light of legal and societal change®rafie
divisions have identified and checked the risksinitheir individual businesses, they formulateaanual
risk management plan while consulting internal camprules, manuals and other documentation as
necessary (this constitutes the Plan stage of B@A). Every fiscal year, each business unit impletag
the Plan, Do, Check, Act cycle by implementing éhgtans (Do), reviewing the results (Check), and
reflecting any improvements in the next fiscal ygaisk management plan (Act). To ensure effectbss,
the results of the fiscal year’s activities of edelsiness unit are incorporated in plans for thea fiscal
year and subsequent fiscal years after executiveagaanent has verified them. This system is proalgt
deployed at all Group companies.

<

(c

~

Measures for ensuring the efficient performancef duties by Directors
The Company shall hold meetings of the Executivern€d, where managerial directions including
business strategies and matters presented to thed Bif Directors are discussed. Members of these
meetings actively discussed the agenda and coesidetecutions of businesses regarding each business
segment of the Company and the Group from varioyges. The agenda discussed at the Execptive
Council was presented at meetings of the Boardirgfcibrs as an agenda to be resolved or reported.
Besides, the Executive Liaison Committee meetingsewheld to share information regardjng
important management issues and as study sesgioosder that attendees of this committee acquire
information necessary for the Company Group’s irgEgl management and business execution and for
appropriate updates thereof.
In order to establish the system that further impsothe supervisory function and enable |the
Company to take appropriate risks, on the basithefeffects of changes in laws and regulations|and
settlement of the corporate governance code, timep@oy has transitioned to a company with an Audit &
Supervisory Committee upon the approval at thed @dinary General Meeting of Shareholders held on
June 22, 2016.
Additionally, the Company has established the “NMegbf Independent Directors” as a forum where
the Company conducts hearings of opinions with eespio appointment and/or remuneration of] its
executives from Outside Directors, and providess@et Directors with information with respect to the
management of the Company’s business for the parpbsnaximizing the roles of Outside directors.
Executive directors attended, etc. and providearination and exchanged opinions as required.
With respect to effectiveness of the Board of Diives, each Director answered a questionnaire and
the Audit & Supervisory Committee conducted pretiarly evaluations of results of the questionngire
before the Board of Directors finally discussed awmdluated the effectiveness, and summarized #hes|ta
every fiscal year.

(d) Status of measures to ensure effective audity the Audit & Supervisory Committee
The Company’s Audit & Supervisory Committee corssist five (5) Audit & Supervisory Committee
Members, three (3) of whom are Audit & Supervis@ymmittee Members who are Outside Directors
with a high degree of independence, so that thersigory function works with transparency and fass|
Among them, two (2) full-time Audit & SupervisoryoBimittee Members who are inside Directors
actively strive to maintain circumstances for anditand collect internal information of the Compahy
addition, full-time Audit & Supervisory Committeedvhbers daily audit the internal control systemhef t
Company, and share information they acquire ircthese of fulfillment of their duties with other Ait &
Supervisory Committee Members. Outside Directorg w&te Audit & Supervisory Committee Members
recognize that they are especially expected toctibgly express opinions regarding auditing from a
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neutral viewpoint and make their own candid opisian the Board of Directors, etc., based on their
independence from the Company or reasons of thegtien.
The Audit & Supervisory Committee examines decisizaking regarding business execution by|the
Board of Directors and implementation of effectiugsiness executions stipulated in the Internal @bnt
System Basic Policy through interviews with eachebior.
In addition, with regard to joint audits by intel@aditors and Accounting Auditor and to audits| by
the Audit & Supervisory Committee, the Committeddsaregular meetings with the Accounting Auditor,
and maintains close relations with them throughharge of opinions on audit system, planning |and
implementation status, etc. In addition ito Situ visits by the Accounting Auditor as needed, report
regarding due progress in audit implementatioratse received.
The Audit & Supervisory Committee also receiveautagbriefings on audit policy and planning from
the internal audit department, and receive fromhlibe internal audit department and internal cdntro
department reports on the implementation status ardomes of audits of compliance propriety, fisk
management and other internal control systemspsarieg close relations and more effective auditing

(4) Basic policy for parties affecting policy ddoiss of the Company’s financial and business
affairs (“Basic Policy on Corporate Control”)
(a) Basic policy details

The Company, as a listed company, thinks that asngeé-Scale Purchase involving a
change of its corporate control should be appravedch purchase facilitates the protection
and enhancement of its corporate value, and ukilpathe common interests of its
shareholders in the course of open stock trading.

However, Japanese capital markets have recentlyesgsed a number of instances in
which corporate shares have been rapidly purchased massive scale without adequate
information being disclosed to public shareholdersinvestors. This type of large-scale
purchase or proposals may cause irreparable hartmet@ompany or may not provide its
shareholders with necessary information or timettiershareholders to determine whether to
accept these large-scale purchases. These purchagdsmarm the Company’s corporate value
and ultimately, the common interests of its shaldgrs.

Particularly, the Company is engaged in variousrasses, such as those in the materials
sector and the machinery sector, and as thesedsssis have broad fields, there are various
stakeholders and synergies to be borne by varioemésses. The Company believes all of
them are the sources of its own corporate valuis. the Company’s understanding that the
following actions will result in the Company fulfilg its corporate social responsibility in
relationships with various stakeholders: promoteref to lay “the Foundation for Stable
Profits and Business Growth”, which are describedhie “Medium-Term Business Plan”
prepared in May 2013 and consist of “structurabmef of the steel business”, “strategic
expansion of the machinery business”, and “expansidhe power supply business”; realize
the Company’s vision of “unique diversified managet) where the power supply business is
positioned as a stable profit base in additionhe two core businesses, which are the
materials business and the machinery business”; taeceby enhance the Company’s
corporate value in the medium- and long-term.

Therefore, the Company believes that a party whithhave an impact on its financial
and business policy decisions must be one that fuiderstands the Company’s management
principles, the sources of its corporate value, #redrelationships of mutual trust it shares
with its stakeholders, which are necessary andspttisable for the enhancement of the
corporate value and ultimately, the common interestits shareholders. Such a party must
also be able to protect and enhance the Compamyjgo@ate value and ultimately, the
common interests of its shareholders as a resuktohtrast, the Company views any party
involved in the aforementioned large-scale purchaseproposals to be unsuitable as a party
that will have an impact on its financial and besis policy decisions.

Considering the business environment surroundiegmpany, with the intensification
of international competition, corporate acquisitiostill actively occur. Therefore, the
possibility of large-scale purchases of the Comjzmshares, which may influence the
Company’s management policy in the future, caneadghored.
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On the other hand, regarding the tender offer sydte be used upon such large-scale
purchases, at least based on the current system, ritay be cases where the information and
examination period to determine whether or notdoegt the large scale purchases by the
shareholders may not be sufficient.

In other words, by looking at large-scale M&A casemducted in and outside Japan,
even in cases of friendly transactions, there Hasen more than a few cases in which
negotiations lasted for a considerable time befmreagreement was reached. In order to
facilitate the protection and enhancement of itpormate value, and ultimately, the common
interests of its shareholders, it is necessary nsure that the standard for information
disclosure and evaluation period in large-scaleclpages to be conducted without prior
agreement with the management is equivalent to difidtiendly transactions. Thus, the
Company considers that it is necessary to establiprocedure to ensure that the above is
achieved upon the shareholders’ selection of Eartiffecting policy decisions of the
Company'’s financial and business affairs.

With the above in mind, the Company believes it@sessary to establish rules where the
Large-Scale Purchasers are required to provideheoBoard of Directors necessary and
sufficient information in connection with the Lar§eale Purchases in advance, and to
commence the Large-Scale Purchases only afterxibieyeof a certain evaluation period by
the shareholders and the Board of Directors.

(b) Special initiatives conducive to attaining tBempany’s Basic Policy on Corporate Control
including the effective application of propertiedahe formation of an appropriate corporate
group

(i) Initiatives to enhance corporate value by depeient of management strategies
The Kobe Steel Group has made various undertakingtain a Medium-to Long-Term

Business Vision: KOBELCO VISION “G” ~ Creating NeWalue, Aiming for Global
Growth ~ formulated in April 2010. Furthermore, tK®be Steel Group formulated the
Fiscal Year 2016-2020 Group Medium-Term Managerfdsm, “KOBELCO VISION “G+”"
(pronounced “G plus™) in April 2016. Under the Plathe Kobe Steel Group aims to
establish three core business areas with a stabfé pase consisting of the materials
businesses, the machinery businesses, and theieleotver supply business. By further
integrating the knowledge and technologies thay ahé Kobe Steel Group can offer, the
Group aims to become a corporate group that:

* Has a presence in the global market;
* Maintains a stable profit structure and a stréingncial foundation; and
* Prospers together with its shareholders, busipassers, employees and society.

In achieving the group image above, the measuresafiety and compliance shall first
be thoroughly undertaken, and then the Kobe Steeligsaims to further strengthen the

three core business areas and achieve stable gaand sustainable growth.

* With respect to the details of Fiscal Year 2012@ Group Medium-Term Management Plan,
“KOBELCO VISION “G+", please see the press reledated April 5, 2016, “The Kobe Steel Group’s
Fiscal Year 2016-2020 Medium-Term Business Plan” dhe Company’s web site
(http://www.kobelco.co.jp).

(i) Initiatives to enhance corporate value throstgpped-up corporate governance
Based on highly effective internal control systetine Company is putting full effort
into the improvement of its corporate governancel #@me establishment of thorough

compliance systems, and is dealing with the enhmaneof corporate value.
* Information about the internal control system te@nfound on pages 45 through 46.

(c) Initiatives to prevent unsuitable parties frivaving an impact on the Company’s financial
and business policy decisions in light of its Ba&idicy on Corporate Control
The Company adopted the following plan that présicertain rules (hereinafter
referred to as this “Plan”) as an initiative toy@et unsuitable parties from having an impact

— 49—



on the Company’s financial and business policy slens. This Plan was approved by
shareholders in the Ordinary General Meeting of&haders held on June 24, 2015.

The summary of this Plan

This Plan settles the following procedure in caseeone engages in or aims to engag

Large-Scale Purchases.

(i)

(ii)

(i) Provision of required information

(iv)

The Purpose and intent of this Plan

Upon the conduct of the (i) purchase and otheriaitqun of the Shares that result
a Shareholding Ratio of 20% or more, and (ii) teraféer of the Shares that results i
Shareholding Ratio of 20% or more (the “Large-Sdalechase”), this Plan ensures {
persons who are engaging in or aim to engage ige-8cale Purchases (the “Large-S
Purchaser”) provide necessary and adequate infmmmab the Company prior to th
Large-Scale Purchase so that the shareholders xaayiree whether or not to accept s
purchase. This Plan also prescribes an evaluat@iog during which the Board
Directors will review and evaluate such Large-Sdalechase based on the informat
provided by the Large-Scale Purchaser, and ensia¢such Large-Scale Purchase
not begin (a) until such evaluation period has sdp or (b) even after such period
elapsed, if a General Meeting to Confirm Sharehsldatention (to be defined below)
convened, until a resolution regarding (among othatters) implementation of defens
measures is made at a general meeting of sharefdideconfirm the shareholde
intentions as to (among other matters) whetherobrta implement defensive measu
(the “General Meeting to Confirm Shareholders’ iriien”).

Establishment of an Independent Committee

To prevent its Board of Directors from making amdniy judgments and ensure that
procedures under this Plan remain objective, faimd reasonable, the o@pany
established an Independent Committee, which is dy bodependent of the Board
Directors. Members of the Independent Committeélvéilequal to or more than three
and elected from outside lawyers, certified pulslacountants, certified tax accounta
persons with relevant knowledge and expertise antside executives as well ane (1)
or more outside directorsthe Company.

The Large-Scale Purchaser are required to distlesgurpose of such acquisitig
the basis for the calculation of the purchase ptite information substantiating that
Large-Scale Purchaser has sufficient funds to maythe intended acquisition, th

ein

in

N a
hat
cale
ne
ich
Of
ion
will
has
is
ve
rs’
res

the

of

(3

nts,

N,
he
pir

management policies after the acquisition and ofindormation before the sh
purchasing so that shareholders, the Board of @ireand the Independent Commi
are able to evaluate whether the proposals of #gd-Scale Purchasers enhanceg
corporate value and the common interests of shhtefs

However, the information to be provided to the Camp by the Large-Scale

Purchaser shall be limited to the extaeetessary and sufficient to appropriately deterr
the question of the Large-Scale Purchases by thaeisblders anthe Board of Director
and the Independent Committee and the Independentrritee shall not engage
operations which deviate from the aim of the priovisof required information, such
demanding of the Large-Scale Purchasers informalisciosure exceeding the standd
necessary to appropriately decide the questioheotarge-Scale Purchases, or requi
provision of the required information to the Lar§eale Purchasers endlessly.

Evaluation

The Company has determined an evaluation periahdyBoard of Directors and t
Independent Committee of the Large-Scale Purchhseeifafter referred to as t
“Evaluation Period”) to be as follows, from the edhat the Company discloses the
that the Independent Committee determined thadstreceived the Required Informat
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v)

(vi)

forth in hereinabove: (i) sixty (60) days, in these of a tender offer with t
consideration being only in cash in Japanese yealfof the Shares, or (ii) ninety (9
days in the case of Large-Scale Purchase othef(ithainove.

During this period, the Independe@bmmittee will consider and judge the propri
of the Large-Scale Purchase, the exertion of defenmeasures or convocation of
General Meeting to Confirm Shareholders’ Intentiamg based upon its evaluation, it \
make a recommendation to the Board of Directorsvbather or not defensive measy
will be executed or a General Meeting to Confirnai®holders’ Intention will be held.

In the event of a recommendation by the Indepen@embmittee to take defensi
measures to the Board of Directors, the resolutibsuch recommendation requireg
least one (1) affirmative vote from the committeemiver(s) who serve(s) as the outs

director of the Company who attended the Independemmittee.

(If the Independent Committee reasonably decidasitis necessary to extend the Evaluation Pe|
the Company may extend the Evaluation Period fpe@od up to a maximum of thirty (30) days
addition to the initial period.)

Implementation of defensive measures

The Board of Directors places the highest valuetten Independent Committeg
recommendations upon the decision of the implentientaf the defensive measureg
accordance with following standard:
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a. If the Large-Scale Purchaser does not complly thi¢ procedures prescribed in this

Plan, the Board of Directors, as a general rul#,implement defensive measures.

b. If the Large-Scale Purchaser complies with tteeg@dures prescribed in this Plan,
Board of Directors, even when it opposes the L&gale Purchase, may only expr,
its dissenting opinion for the Large-Scale Purchase offer alternatives, etc. T
Board of Directors will not implement defensive reeges against the Large-Sc
Purchase as a general rule. However, the Boardre€rs may implement defensi
measures, if it believes the Lar§eale Purchase will irreparably harm the Comg
or materially damage the Company’s corporate value.

However, if the Independent Committee decides ithest reasonable to confirm tf
intentions of the shareholders by holding a Genbregting to Confirm Shareholde
Intention as a condition for implementation of hefensive measures, the Indepen
Committee will recommend the convocation of a General Meetitgy Confirm
Shareholders’ Intention to the Board of Directotk.the Independent Committ
recommends that a General Meeting to Confirm Sluddehs’ Intention be convened, {
Board of Directors of the Company shall place thlghést value on such recommenda
and, when considered reasonable, take steps t@®eerthe General Meeting to Confi
Shareholders’ Intention in order to confirm (amooidper matters) whether or not
implement the defensive measures, as soon as gaictpossible. The Company w
comply with the decisions of the General Meetin@tmfirm Shareholders’ Intention.

Details of defensive measures

Defensive measures are distributing the share pasecwarrants (hereinafter refer
to as the “Share Purchase Warrants”) with the teamd conditions set forth belo
including the non-exercise of the share purchaseawts by the Large-Scale Purcha
However, the Board of Directors shall not, as adition of the Share Purchase Warra
require that the Company deliver cash as considerébr the redemption of the Shg
Purchase Warrants held by the Large-Scale Purchaser

(vii) The effective period of this Plan

The effective period of this Plan shall be up te thoseof the first Board of Director
meeting to be held after the close of the Compa@®@fdinary General Meeting
Shareholders to be held in June 2017.
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(With respect to the details of this Plan, please the press release dated April 28, 2015, “Coation
of Kobe Steel, Ltd.’s Policy on Large-Scale Puramg®f its Shares (Anti-Takeover Measures)” on|the
Company’s web site (http://www.kobelco.co.jp).

(d) Statements that the initiatives implementedti®y management of the Company are in line
with the Basic Policy on Corporate Control, do natdermine the common interests of its
shareholders, and are not intended to preserveetfsenal status of its directors

The Kobe Steel Group’s initiatives represent thoisis current management to “protect
and enhance the Company’s corporate value andothenon interests of its shareholders” in
the Basic Policy on Corporate Control.

The Company’s current corporate governance systehvarious initiatives implemented
to strengthen it conform to the Basic Policy onf@wate Control because they ensure that the
execution of directors’ duties and responsibiliiesupervised, they enhance the transparency
of management, and they thereby serve to enhareeCttmpany’s corporate value and,
ultimately, the common interests of its shareh@gmmrsuant to the Companies Act.

This Plan is based on the fundamental principleithia ultimately up to the shareholders
to decide whether or not to accept the Large-SPalechase. The Company’s procedures
stipulated in this Plan have all been adopted aseans of having Large-Scale Purchasers
furnish information necessary for the shareholdersiecide whether or not to accept the
relevant Large-Scale Purchase or of ensuring that gshareholders are presented with
alternatives. Hence, it can be stated this Plarbbas designed in line with Company’s Basic
Policy on Corporate Control.

Furthermore, the effectuation of this Plan is scibje the approval of the Company’s
shareholders at its general meeting of shareholderghe term of validity of this Plan is
clearly stipulated, the shareholders are entitigdyay of a resolution at the general meeting,
to reject its renewal. It is also possible to adfolihis Plan at any time via a resolution of the
Board of Directors. Therefore, if the Company’srehalders determine that continuing this
Plan would undermine their common interests, theyemtitled to abolish it at any time by
exercising their right to elect or dismiss the dioes. Under this Plan, in case the Large-Scale
Purchasers implement the Large-Scale Purchase witmmplying with the procedures of
this Plan and an Independent Committee judgeshascondition to exert the defensive
measures, the company should hold the General Mgetti Confirm Shareholders’ Intention
and, when considered reasonable, confirm the sblgess’ intentions as to (among other
matters) whether or not to implement defensive mmess the Board of Directors will, by
placing the highest value on a recommendation rbgdbe Independent Committee, directly
confirm the intention of the shareholders with melgto whether or not to implement the
defensive measures against the Large-Scale Puschysbe Large-Scale Purchasers (among
other matters). In these ways, due consideratiaivisn to ensuring that this Plan will not
undermine the common interests of Company'’s shigeto

The Board of Directors will take these defensiveaguges pursuant to the provisions of
this Plan. Further, in evaluating and considerhngltarge-Scale Purchase and the decision in
taking defensive measures therefor, the Board ofdbors is required to seek the advice of
outside experts, consult the Independent Commiteeprised of those members who are
independent of the management team engaged iruttieelss execution of the Company, and
place the highest value on the recommendationsaiof Gommittee. Thus, this Plan also
incorporates procedures to protect the proper tiparay the Board of Directors. Based on
the foregoing, the Company believes this Plan tsaimed at preserving the personal status of
its directors.

(For reference)

The effective period of the Plan is up to the efithe first meeting of the Board of Directors totiedd after
the 164th Ordinary General Meeting of Shareholdsrseduled to be held on June 21, 2017.

As announced in the press release issued on Ma&3015, at the meeting of the Board of Directorsl haei

the same date, the Company decided to discontimdi@laolish the Plan upon the expiration of thectiffe
period as above.
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(5) Policy on decisions concerning such mattemdiidends of surplus

The Company positions the return of profits to shatders as a key issue for management
and work to improve corporate value throughout @reup by operating businesses with a
medium- to long-term perspective.

The Company decides on the dividend after duly idensg financial standing of the
Company, business performance, future capital nesdbs other factors. In determining
dividend amounts, the Company looks at each periodsiness performance and payout ratio,
with a focus on making continuous, stable dividpagiments.

The Company makes allocations of retained earrtimgmirposes that include investments
necessary for future growth in order to bolsteniggys and improve the balance sheet.

For the time being, to conduct profit-sharing commeate with business performance, the
Company shall set the payout ratio to between 188@&% of consolidated net profit.

The Company’'s Articles of Incorporation stipulateatt dividends of surplus shall be
determined via a resolution of the Board of Direstio accordance with Article 459, Paragraph
1 and Article 460, Paragraph 1 of the Companies Act

Dividends of surplus shall be distributed by a hetson of the Board of Directors twice a
fiscal year on the record dates stipulated in thélkes of Incorporation: once at interim period
and once at fiscal year end. Payment of dividemdstber record dates shall be conducted after
establishing the record date at a separate megftitng Board of Directors.

Note: Amounts shown in this business report aveded down to the nearest whole unit.
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Consolidated Balance Sheets
(As of March 31, 2017)

(In millions of yen)

Item | Amount Item | Amount
ASSETS LIABILITIES
Current Assets 1,044,322 | Current liabilities 849,131
Cash and deposits 155,768 Notes and accounts payabl 414,090
Notes and accounts receivable 295,382 Short-ternowings 191,983
Securities 45,502 Bonds due within one year 30,900
Merchandise and finished goods 158,512 Accountalgay other 63,808
Work-in-process 126,109 Income and enterprise taxes 6.606
Raw materials and supplies 134,399 payable '
Deferred tax assets 21,664 Deferred tax liabilities 1,763
Other 111,689 Provision for bonuses 18,580
Allowance for doubtful accounts (4,652)  Provision for product warranties 14,25p
Fixed assets 1,266,113 Provision for loss on construction 6.937
Tangible fixed assets 972,313 contracts ’
Buildings and structures 278,404 Provision for loss on guarantees 4,988
Machinery and equipment 428,33% Provision for structural reform 4.627
Tools, equipment and fixtures 14,871  related expenses '
Land 195,607 Provision for dismantlement 1293
Construction in progress 55,094 related expenses '
Intangible fixed assets 24,147 Other 90,211
Software 16,240 | Long-term liabilities 731,887
Other 7,907 Bonds and notes 146,00
Investments and other assets 269,651 Long-term borrowings 428,943
Investments in securities 166,568 Deferred taxlitas 10,446
Long-term loans receivable 6,674 Deferred tax liabilities on land 3951
Deferred tax assets 27,540 revaluation ’
Net defined benefit asset 16,35p Net defined beliefility 70,159
Other 119,410 Provision for environmental 877
Allowance for doubtful accounts (66,892) measures
Provision for dismantlement
8,660
related expenses
Other 63,548
Total liabilities 1,581,031
NET ASSETS
Stockholders’ equity 683,486
Common stock 250,930
Capital surplus 103,537
Retained earnings 331,679
Treasury stock, at cost (2,660)
Accumulated other comprehensive
! (9,557)
income
Unrealized gains on securities, net 17,475
of taxes
Deferred gains (losses) on hedges, (9.229)
net of taxes
Land revaluation differences, netf| (3,406)
of taxes
Fo_relgn currency translation 7708
adjustments
Remeasurements of defined bengfit (22,106)
plans, net of taxes
Non-controlling interests 55,476
Total net assets 729,404
Total assets 2,310,435 Total liabilities and net sets 2,310,435

(Amounts are rounded down to the nearest milliom)ye
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Consolidated Statements of Income

(From April 1, 2016 to March 31, 2017)

(In millions of yen)

Item Amount
Net sales 1,695,864
Cost of sales 1,465,577
Gross profit 230,286
Selling, general and administrative expenses 220,537
Operating income 9,749
Non-operating income
Interest and dividend income 5,866
Other 15,093 20,960
Non-operating expenses
Interest expense 13,401
Other 36,411 49,813
Ordinary loss 19,103
Extraordinary income
Reversal of allowance for doubtful accounts 8,141 , 148
Loss before income taxes and non-controlling intests 10,961
Income taxes — current 8,717
Income taxes — deferred (379) 8,337
Loss before non-controlling interests 19,299
Net income attributable to non-controlling integest 3,745
Net loss attributable to owners of the parent 23,045

(Amounts are rounded down to the nearest milliam)ye
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(Reference) Summary of Consolidated Statementsash Elows

(From April 1, 2016 to March 31, 2017)

Item

Amount

Net cash provided by operating activities

Net cash used in investing activities

Net cash provided by financing activities

Effect of exchange rate changes on cash and cash
equivalents

Increase (Decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning ofl fjsea

Increase in cash and cash equivalents resultimg fro
change in scope of consolidation

Cash and cash equivalents at the end of fiscal year

(In millions of yen)
141,716
(137,833)
16,545

(4,745)

15,681
184,336

398
200,417

(Amounts are rounded down to the nearest milliom)ye
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Non-Consolidated Balance Sheets

(As of March 31, 2017)

(In

millions of yen)

ltem Amount Item | Amount
ASSETS LIABILITIES
Current Assets 639,870 | Current liabilities 528,757
Cash and deposits 72,951 Notes payable 267,259
Notes receivable 1,468 Short-term borrowings 95,596
Accounts receivable 112,763 Lease obligations 383
Lease receivables 2,343 Bonds due within one year 0,008
Securities 45,000 Accounts payable - other 57,143
Merchandise and finished goods 70,425 Accrued esgeen 23,092
Work-in-process 89,930 Income and enterprise taxes 1261
Raw materials and supplies 90,230 payable !
Advance payments - trade 1,719 Advances received , 7880
Prepaid expenses 3,267 Deposits received 4,557
Deferred tax assets 10,364 Unearned revenue 524
Short-term loans receivable 68,116 Provision faruses 7,752
Accounts receivable - other 62,609 Provision fadpict warranties 3,668
Other 8,693 Provision for loss on construction 6.315
Allowance for doubtful accounts (19) contracts ’
Fixed assets 967,426 Provision for structural reform 4627
Tangible fixed assets 573,528 related expenses '
Buildings 93,554 Provision for dismantlement 1293
Structures 50,849 related expenses !
Machinery and equipment 312,408 Other 4,794
Vehicles 1,520 | Long-term liabilities 564,919
Tools, equipment and fixtures 6,728 Bonds and notes 146,000
Land 69,542 Long-term borrowings 376,548
Construction in progress 38,934 Lease obligations 4 |4
Intangible fixed assets 14,535 Deferred tax liabilities 1,661
Software 11,652 Provision for retirement benefits 18,536
Right of using facilities 743 Provision for environmental 573
Other 2,139 measures
Investments and other assets 379,363 Provision for dismantlement 8 660
Investments in securities 114,468 related expenses !
Shares of subsidiaries and Asset retirement obligations 876
associates and investments in 186,366 Other 12,018
capital Total liabilities 1,093,677
Long-term loans receivable 46,640 NET ASSETS
Prepaid pension cost 24,412Stockholders’ equity 508,435
Other 9,316 | Common stock 250,930
Allowance for doubtful accounts (1,840) Capital surplus 100,789
Legal capital surplus 100,789
Retained earnings 158,415
Other retained earnings 158,415
Reserve for special depreciation 353
Reserve for advanced depreciatipn 2 634
of fixed assets !
Retained earnings brought forward 155,427
Treasury stock, at cost (1,699
Va!uatlon and translation 5184
adjustments
Unrealized gains on securities, net of 12,955
taxes
Deferred gains (losses) on hedges, |net (7.771)
of tax
Total net assets 513,620
Total assets 1,607,297 Total liabilities and net sets 1,607,297

(Amounts are rounded down to the
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Non-Consolidated Statements of Income

(From April 1, 2016 to March 31, 2017)

(In millions of yen)

Item Amount
Net sales 923,700
Cost of sales 848,748
Gross profit 74,951
Selling, general and administrative expenses 82,048
Operating loss 7,096
Non-operating income
Interest and dividend income 20,841
Other 14,782 35,623
Non-operating expenses
Interest expense 6,295
Other 38,788 45,084
Ordinary loss 16,557
Loss before income taxes 16,557
Income taxes — current (7,354)
Income taxes — deferred (2,883) (10,237)
Net loss 6,319

(Amounts are rounded down to the nearest milliam)ye
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Consolidated Statements of Changes in Net Assets

(From April 1, 2016 to March 31, 2017)

(In millions of yen

Stockholders’ equity
. . . Treasury stock, Total stockholders’
Common stock Capital surplus Retained earnings at cost equity
Balance as of April 1, 2016 250,930 103,557 354,719 (1,556) 707,651
Amount of change
Net loss attributable to
owners of the parent (23,045) (23,045)
Purchase of treasury stogk (1,109) (1,109)
Disposal of treasury stock 1) 4 2
Changes in stockholders
interest due to transactio
with non-controlling (20) (20)
interests
Increase due to changes jn
e 6 6
scope of consolidation
Net changes other than
stockholders’ equity
Total changes - (20) (23,040 (1,104 (24,165%)
Balance as of March 31, 250,930 103,537 331,679 (2,660 683,48
2017
Accumulated other comprehensive income
. ) Remeasure-
Unrealized L Land Foreign Non-
gains on | DC0Ce Vo | revaluation | - curtency | tiCiE oL T e Onoling [Totalnet assefs
- : h interests
securities, ne hedges differences, translatlon plans, net of income
of taxes net of taxes | adjustments
taxes
Balance as of April 1, 2016 8,255 (7,929) (3,406) 3,900 (26,465) (15,645) 53,486 745,493
Amount of change
Net loss attributable to (23,045)
owners of the parent
Purchase of treasury stodk (1,109)
Disposal of treasury stocH 2
Changes in stockholders
interest due to transactior
) ‘ (20)
with non-controlling
interests
Increase due to changes |n 6
scope of consolidation
Net changes other than
stockholders' equity 9,219 (1,300) (6,191) 4,359 6,087 1,989 8,077
Total changes 9,219 (1,300 - (6,191) 4,359 6,087 ,98a (16,088)
gg'f;”ce as of March 31, 17,475 (9,229) (3,406) 7,708 (22,106) (9,557) 56,47 729,404

(Amounts are rounded down to the nearest milliam)ye
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Important Matters Forming the Basis of the Preparaion of Consolidated Financial
Statements

1. Matters Concerning the Scope of Consolidation

Kobe Steel, Ltd. (the “Company”) has 213 subsidsrof which 171 subsidiaries are

included in the scope of consolidation (the “KolieebsGroup”). Names of major

consolidated subsidiaries are as follows.
Nippon Koshuha Steel Co., Ltd., Kobelco Steel TGbe Ltd., Shinko Kenzai, Ltd.,
Kobelco Logistics, Ltd., Shinko Bolt, Ltd., Shinkmgineering & Maintenance Co.,
Ltd., Kobe Welding of Qingdao Co., Ltd., Kobe Welgiof Korea Co., Ltd., Kobelco
& Materials Copper Tube, Ltd., Kobelco Automotivéufinum Rolled Products
(China) Co., Ltd., Kobe Aluminum Automotive Prodsi¢China) Co., Ltd., Kobelco &
Materials Copper Tube (Thailand) Co., Ltd., Kobeddaminum Products & Extrusions
Inc., Kobe Aluminum Automotive Products, LLC, Kobel& Materials Copper Tube
(M) Sdn. Bhd., Kobe Precision Technology Sdn. BR@helco Compressors
Corporation, Shinko Engineering Co., Ltd., Kobe®@ompressors Manufacturing
(Shanghai) Corporation, Kobelco Compressors Amghiga, Kobelco Eco-Solutions
Co., Ltd., Kobelco Eco-Maintenance Co., Ltd., Midiieechnologies, Inc., Kobelco
Construction Machinery Co., Ltd., KOBELCO ConstiantMachinery (East Japan)
Co., Ltd., KOBELCO Construction Machinery (WestdapCo., Ltd., Chengdu
Kobelco Construction Machinery (Group) Co., LtdheBgdu Kobelco Construction
Machinery Co., Ltd., Hangzhou Kobelco Construcfidachinery Co., Ltd., Chengdu
Kobelco Construction Machinery Financial Leasing.l.TThai Kobelco Construction
Machinery Ltd., Kobelco International (S) Co., Rt&d., Kobelco Construction
Machinery Europe B.V., Kobelco Construction MachinegSA, Inc., Kobelco
Construction Equipment India Pvt. Ltd., Kobelco Rowobe Inc., KOBELCO
POWER MOKA Inc., Shinko Real Estate Co., Ltd., KizheResearch Institute, Inc.,
Kaobelco (China) Holding Co., Ltd., Kobe Steel USAl#ings Inc.

For fiscal year 2016, six companies, including Kobéluminum Products & Extrusions
Inc., are newly consolidated and five companieduiting Kobelco Cranes Co., Ltd. are
excluded from the scope of consolidation due talasorption-type merger, etc.

42 non-consolidated subsidiaries, including Shinkgaun Co., Ltd., are excluded from
the scope of consolidation because the aggregatedrds of their total assets, sales, net
income (corresponding to amount of equity intergstpined earnings (corresponding to
amount of equity interest) and other indicatorsiaseynificant compared to those of the
consolidated companies.

2. Matters Concerning the Application of the Equtgthod

Of the 42 non-consolidated subsidiaries and 5@at#fs, 42 companies are accounted for
by the equity method. Names of major companieswateal for by the equity method are
as follows.
OSAKA Titanium technologies Co., Ltd., Shinko W&@mpany, Ltd., Kansai Coke
and Chemicals Co., Ltd., Japan Aeroforge, Ltd. a€&¥/irerope Co., Ltd., PRO-TEC
Coating Company, Kobelco Angang Auto Steel Co.,,lK@belco Spring Wire
(Foshan) Co., Ltd., Kobelco Millcon Steel Co., Lid/uxi Compressor Co., Ltd.,
Shinsho Corporation.

For fiscal year 2016, two companies, including SEMBING CORPORATION, are
newly accounted for by the equity method and tle@apanies, including Kobelco
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Personnel Co., Ltd., are excluded from the apptioaif equity method mainly due to the
transfer of shares.

42 non-consolidated subsidiaries, including Shinkgaun Co., Ltd., and 14 affiliates,
including J&T Welding Supply Co., Ltd., are not anated for by the equity method
because the aggregated amounts of their net inéoconeesponding to amount of equity
interest), retained earnings (corresponding to arnofiequity interest) and other
indicators are insignificant compared to thosehef¢onsolidated companies and
companies accounted for by the equity method.

3. Matters Concerning Accounting Policies

(1) Basis and method for valuation of significassets
A. Basis and method for valuation of securities

a) Held-to-maturity securities Cost basis.
b) Available-for-sale securities
i) Securities with market quotations Fair valueibdsased on the market price

etc. on the balance sheet date (with
unrealized gains or losses, net of applicable
taxes, stated in a separate component of net
assets and cost of securities sold is
primarily determined using the moving
average method).
i) Securities without market quotations  Cost badetermined mainly using the
moving average method.
B. Basis for valuation of derivatives
Fair value basis
C. Basis and method for valuation of inventories
Cost basis, determined principally by the averagthod for inventories in the Iron &
Steel Business, Welding Business, Aluminum & Coppesinesses and Electric
Power Business, and by the specific identificatimethod for finished goods and work
in progress in the Machinery Business, Enginedainginess and Construction
Machinery Business (the book value on the balaheetamay be written down to
market value due to decline in the profitability).

(2) Depreciation and amortization method for sigaifit depreciable assets
a) Tangible fixed assets
i) Owned fixed assets Primarily by the straightlmethod.
i) Leased assets
- Under finance leases that transfer ownershipeld¢ased assets
By the same method as the owned fixed assets.
- Under finance leases that do not transfer owmeistihe leased assets
By the straight-line method over the respective
lease term (equal to estimated useful lives) with
no residual value.
b) Intangible fixed assets Primarily by the straifimee method.
For software for internal use, by the
straight-line method over the estimated
internal use lives (primarily five (5) years).

(3) Basis for recognition of significant allowanaasd provisions
a) Allowance for doubtful accounts
To provide for potential losses on doubtful accsuatlowance is made at
an amount based on the actual bad debt ratio ipakefor normal
accounts, and estimated uncollectible amounts barsegecific
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collectability assessments for certain individweleaivables, such as those
with a possibility of default.

b) Provision for bonuses
To provide for employee bonus payments, provissomade based on the
estimated amounts to be paid.

¢) Provision for product warranties
To provide for the Company’s after-sales warramst gayments for cast
forged steel products of the Iron & Steel Businesdystrial machinery of
the Machinery Business and plants of the EngingeBursiness, provision
is made at an estimated amount attributable tdishal year based on the
actual warranty cost to sales ratio in the pasis ppecifically estimated
amount attributable to the fiscal year for ceriaitividual cases.
Certain consolidated subsidiaries provide for adtdes warranty cost
payments for finished goods at an estimated amattnitbutable to the
fiscal year based on the actual warranty costlassatio in the past.

d) Provision for loss on construction contracts
To provide for future losses on construction cartgaprovision is made
based on an estimated loss on construction costoatstanding at the end
of the fiscal year 2016.

e) Provision for loss on guarantees
Provision for future loss on guarantees is baseanoestimate of total loss
at the end of the fiscal year, considering therfaial position, etc. of the
guaranteed parties on a case- by- case basis.

f) Provision for structural reform related expenses
For expenses expected to arise related to strlicaioam of the steel
business, provision is made at an estimated anaiuhe end of the fiscal
year 2016.

g) Provision for dismantlement related expenses
For expenses expected to arise from dismantlenieguwpment, such as
the blast furnace, in relation to constructionhef power station at Kobe
Works, provision is made at an estimated amouttiteaénd of the fiscal
year 2016.

h) Provision for environmental measures
For the cost of PCB waste treatment required by/'IConcerning Special
Measure against Promotion of Proper Treatment bfcRtorinated
Biphenyl (PCB) Waste”, provision is made at anreated amount at the
end of the fiscal year 2016.

(4) Accounting method for retirement benefits
To provide for payments of retirement benefitsrgpyees, the amount of retirement
benefit obligation net of the amount of plan isafished assets based on the amount
expected at the end of the fiscal year.

In determining retirement benefit obligation, threnbfit formula basis is adopted as the
attribution method of the projected retirement Higmdbligation.

Prior service costs are charged to income mairiygue straight-line method based
on the average remaining service period of the eyagls.

Actuarial differences are charged to income fromkriod following the period in
which it arises mainly using the straight-line nugtlbased on the average remaining
service period of the employees.
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Unrecognized prior service costs and unrecognizashaal differences, net of
applicable taxes, are stated in “Remeasuremertsfisfed benefit plans, net of taxes”
in accumulated other comprehensive income undeagssits.

(5) Basis for recognition of revenue
For construction contracts of the Company’s Mactyirgusiness and Engineering
Business and of certain consolidated subsidiame®gnues are recognized by applying
the percentage of completion method where the ouwtoof the contract up to the end of
the fiscal year can be estimated reliably (withébBmate of percentage of completion
based on the cost-to-cost method), or in case tdfeiag estimated reliably, by
applying the completed contract method.

(6) Basis for translation of significant assets hablilities denominated in foreign
currencies into Japanese yen
Monetary receivables and payables denominatedigio currencies are translated
into Japanese yen at the spot exchange ratedlas obnsolidated balance sheet date,
except for those hedged by foreign currency exchaoegtracts, with the resulting
gains and losses recognized in income.

Assets and liabilities of consolidated foreign sdiasies are translated into Japanese
yen at the spot exchange rates as of the balaeet date and revenues and expenses
are translated into Japanese yen at average oatdefperiod, with the resulting gains
and losses included in “Foreign currency transtaéidjustments” under net assets and
“Non-controlling interests”.

(7) Principal method for hedge accounting

A. Method for hedge accounting Deferred hedge otkth applied.
Assigning method is applied to monetary receivables
and payables denominated in foreign currencies that
are specifically covered by foreign currency exgean
contracts and qualify for such assigning.
Exceptional method is applied to interest rate swvap
that meet specific matching criteria and qualify fo
such accounting.

B. Hedging instruments and hedged items

a) Hedging instruments Foreign currency exchangéracts, interest rate swap
contracts and commodity forward contracts
b) Hedged items Assets and liabilities exposedseds from market

fluctuations related to foreign exchange rategrast
rates and trading of bare metal such as aluminum
(including those expected from forecasted transasji
C. Hedging policy and method for assessing the éieffgctiveness
The Company and its consolidated subsidiaries adgén
transactions to reduce the risks from market flatituns and
do not enter into hedge transactions for spec@aiiwposes.
The Company assesses the hedge effectiveness in
accordance with its internal rules.
The consolidated subsidiaries assess the hedgeietieess
in accordance with similar internal rules through t
Company’s responsible division or the subsidiaoyis
responsible division.
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(8) Method for amortization of goodwiill
Goodwill is amortized using the straight-line meth{or immediately charged to
income if immaterial) over the practically estinchtffective periods where estimable
during the period in which it arises, or otherwigeer five years.

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

(10) Application of consolidated taxation system
Consolidated taxation system is applied.

4. Changes in Presentation Method
“Lease receivables and investment assets” whichingependently stated under
“Current Assets” in the previous consolidated figazr, is indicated in “Other” from
this fiscal 2016, as it has become insignificarteims of amount.
“Lease obligations” which was independently statader “Current Liabilities” in the
previous consolidated fiscal year, is indicatetOther” from this fiscal 2016, as it has
become insignificant in terms of amount.
“Lease obligations” which was independently statader “Long-term Liabilities” in
the previous consolidated fiscal year, is indicateDther” from this fiscal 2016, as it
has become insignificant in terms of amount.

5. Changes to Accounting Estimates

In posting the allowance for doubtful accounts etained receivables owned by a sales
subsidiary in China in the Construction Machinezgment, the Company had used a
method to calculate the uncollectible amount takimg account the financial condition
of the customers.

In the course of considering restructuring measimethe hydraulic excavator business
in China due to continued sluggish demand, Kobel$iegan a review on measures for
dealers. For dealers who are considered to bentyaudirtners, Kobe Steel strengthened
credit management, promoted collection negotiat@mnsetained receivables, formulated
a payment plan, and proceeded to select dealesRittgy including restricting and
stopping transactions with dealers whose finaramaldition had deteriorated
considerably. However, Kobe Steel judged that tieectainty of receivables collection is
increasingly growing. Looking at the actual sitoatthat collection would be difficult and
prolonged, a repayment plan with a high degreeedbmnty was not achieved for existing
retained receivables. As a result, from the figealr under review, Kobe Steel changed to
a method that calculates the remaining amount; déducting the expected recoverable
amount by sell-off of collateral assets from re¢gimeceivables, as the uncollectible
amount.

With this change, operating income for the fisaayunder review decreased 22,250
million yen, and ordinary loss and net loss attiditile to owners of the parent worsened
by 22,250 million yen each.
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Additional Information
1. Application of the Revised Implementation Guicdawn Recoverability of Deferred Tax
Assets
The Company applied the Revised Implementation &wd on Recoverability of Deferred
Tax Assets (Accounting Standards Board of JapaB@\&uidance No. 26, March 28,
2016) from the fiscal year.

2. Introduction of a Board Benefit Trust for Dirers (BBT)

From the fiscal year under review, the Companyothiced a new stock compensation plan,

a “Board Benefit Trust (BBT)”, to more clearly linke compensation of Directors

(excluding Outside Directors and Directors who Aunelit & Supervisory Committee

Members) and executive officers to the Companytéopmance and the value of its stock,

and in order to encourage the Directors to contiilbo improve medium- to long-term

business performance and enhance corporate value.

The accounting method regarding the BBT agreemampties with the Practical Solution

on Transactions of Delivering the Company’s Ownc&tm Employees etc. through Trusts

(Practical Issues Task Force (PITF) No. 30, Maigh?®15).

1) Overview of transactions
This plan is a stock compensation plan under whiohey contributed by the Company
is used as funds to acquire the Company’s sharesgh a trust. With regard to
Directors and executive officers (hereinafter “Bis, etc.”), in accordance with
Director stock benefit rules established by the Gany, the Company’s shares
(hereinafter the “Company’s Shares, etc.”) andctsh equivalent to the amount
converted from the market price of the Company’arg are provided through the trust.
In addition, Directors, etc. shall receive the Camgs Shares, etc. in principle every
three years on a fixed date during the trust period

2) Kobe Steel stock remaining in the Trust
The Company’s stock remaining in the trust is poste treasury stock in a part of net
assets based on the book value (excludes amounixidental expenses). The
corresponding treasury stock’s book value at tlteadrthe fiscal year under review was
1,099 million yen for 1,223 thousand shares.

Notes to Consolidated Balance Sheets
1. Assets Pledged as Collateral and Collateralixeiot
(1) Assets pledged as collateral

Cash and deposits 19,592 million yen

Tangible fixed assets 61,978

Other 20,482

Total 102,053 *1
(2) Collateralized debt

Short-term borrowings 363 million yen

Long-term borrowings 8,921

Total 9,284 *1, *2

*1  Of the assets pledged as collateral which haenlprovided as revolving
mortgages related to bank transactions, some hadmesponding
obligations. The corresponding asset balance waA89million yen
(capped at 28,000 million yen) at the end of fisesr 2016.

*2 In addition to the above, borrowings of othebsidiaries and affiliates are
collateralized by assets pledged as collateral.cbneesponding loans
balance was 969 million yen at the end of fiscalry2016.

2. Accumulated Depreciation of Tangible Fixed Asset 2,457,789 million yen
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3. Guarantee Liabilities
(1) Guarantees of loans from financial instituti@mns provided to companies other than
consolidated companies.

Kobelco Angang Auto Steel Co., Ltd. 8,381 millioany
Kobelco Millcon Steel Co., Ltd. 4,242

Japan Aeroforge, Ltd. 3,664

Other (12 companies and other) 3,382 *
Total 19,669

The above includes activities similar to guaran{é&9 million yen).
*Of which, 502 million yen is covered by reassures from other companies.

Chengdu Kobelco Construction Machinery (Group) Cd,, which is a consolidated
subsidiary of the Company, sells construction maafyi to customers through sales
agents or leasing companies. Sales agents pledganjees to buy construction
machinery, pledged as collateral at the amountiseobalance on bank loans or future
minimum lease payments. Chengdu Kobelco Constmudfiachinery (Group) Co., Ltd.
pledges reassurance for this guarantee. The balantkee reassurance were 19,715
million yen at the end of fiscal year 2016.

(2) Trade notes receivable discounted 72 miljien
(3) Trade notes receivable endorsed 1,235 miltem

Notes to Consolidated Statements of Income
Reversal of allowance for doubtful accounts
The 8,141 million yen of reversal of allowance dmubtful accounts posted as
extraordinary income provided in the previous fisear pertains to borrowings by
Sichuan Chengdu Chenggong Construction Machineryl@a., an affiliated company
that operates the wheel loader business, with imgar@utlook for recoverability amidst
the ongoing restructuring of the construction maehyj business in China.

Notes to Consolidated Statements of Changes in N&dsets
1. Type and Total Number of Shares Issued at tliedEriscal Year 2016
Common stock 364,364,210 shares

2. Matters Concerning Dividends
(1) Dividends paid
Not applicable.

(2) Dividends with the record date in fiscal yeBi8 and the effective date in fiscal year

2017
Not applicable.
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Notes on Financial Instruments
1. Matters Concerning Status of Financial Instrutmen
The Kobe Steel Group raises long-term funds maiglpank loans and issuance of bonds
based on its capital budget as well as its investraed loan plan. For short-term capital
needs, the Kobe Steel Group raises funds mainlyamk loans and commercial paper in
relation to its projected income and working cdpithe Kobe Steel Group invests
temporary excess cash in secure financial assets.

Notes and accounts receivable are exposed to ¢ldé cisks of customers. In order to
manage these risks, the Company follows its intemrealit management rules and the
consolidated subsidiaries follow similar rules.datments in securities consist principally
of the shares of customers and are exposed tasthefrchanges in quoted market prices,
etc. Quoted market prices of securities are retyutaonitored and reported to the Board
of Directors.

Notes and accounts payable and borrowings are edgodiquidity risk related to
financing. The Finance Department of the Compamyrots financial plans at the group
level to manage the risk.

Derivative transactions are utilized to avoid tis&s from market fluctuations related to
foreign exchange rates, interest rates and traafiatuminum bare metal etc. and the
Group does not enter into derivative transactionspeculative purposes. In order to
manage these risks, the Company follows its inteties and the consolidated
subsidiaries follow similar rules.
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2. Matters concerning fair value of financial instrents
Carrying amount of financial instruments on thesminlated balance sheets, fair value
and the difference as of March 31, 2017 are asviall

(In millions of yen)

Carryirlg{ amount Fair value *1 Difference
(1) Cash and deposits 155,763 155,763 -
(2) Notes and accounts receivable - 205,332 205,332 -
trade

(3) Securities

Available-for-sale securities 45,502 45,502 —
(4) Investments in securities

a) Held-to-maturity debt 3 3 o

securities
b) Securities of subsidiaries and 17,072 20,088 3.915
affiliates

c) Available-for-sale securities 108,500 108,500 —
(5) Notes and accounts payable (414,090) (414,090) -
(6) Short-term borrowings (191,983 (192,413) (429)
7 Sgarllrds and notes due within one (30,000) (30,357) (357)
(8) Accounts payable-other (63,808) (63,808) —
(9) Bonds and notes (146,000 (147,864) (1,864)
(10) Long-term borrowings (428,943 (437,683) (8)3
(11) Derivative transactions *2

a) Hedge accounting not applied 31 31 —

b) Hedge accounting applied (11,277) (11,277) —

*1 Liabilities are presented with parentheses ().
*2 Assets and liabilities arising from derivativansactions are presented after offsetting
and with parentheses () if the offset results liafzility.

Note 1: Methods used to determine fair value ddificial instruments and matters concerning
securities and derivative transactions

(1) Cash and deposits, (2) Notes and accountsvedaleitrade and (3) Securities
The carrying amounts approximate fair values bezafishe short maturities of
these instruments.

(4) Investments in securities
Based mainly on quoted market prices, etc.

(5) Notes and accounts payable, (6) Short-termoladngs and (8) Accounts payable-
other
The carrying amounts approximate fair values bezafishe short maturities of
these instruments.
The fair values of long-term borrowings due witbime year which are included in
short-term borrowings (with a carrying amount 058¥5 million yen) are
determined using the same method as (10) Long#emowings.

(7) Bonds and notes due within one year and (9)JdB@md notes
Based mainly on quoted market prices.

(10) Long-term borrowings
The fair values are determined based on the presérg by discounting the sum of
principal and interest by the assumed rate whichladvbe applied if a similar new
borrowing were entered into. The fair values oéfing rate long-term borrowings
hedged by interest rate swaps that qualify for resticounting and meet specific
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matching criteria for an exceptional method, aleudated by discounting the sum
of principal and interest, including the differexttpaid or received under the swap
agreements, by the reasonably estimated rate wioakd be applied if a similar
new borrowing were entered into.

(11) Derivative transactions
For foreign currency exchange contracts, the falnes are determined based on
forward foreign exchange rate. For interest ratapsithe fair values are
determined based on quotes obtained from countgrfdaancial institutions. For
commodity forward contracts, the fair values areedmined based on commodity
futures price.
For certain foreign currency exchange contractsviich the “assigning” method
is applied, the fair values are included in the vaiues of the hedged accounts
receivable and accounts payable (see (2), (5)&nabpve).
For interest rate swaps for which the “exceptiomaéthod is applied, the fair
values are included in the fair values of the hddgag-term borrowings (see (10)
above).

Note 2: Non-listed equity securities (with carryiagount of 40,987 million yen) are not
included in (4) Investments in securities b) Sdmsgiof subsidiaries and affiliates and
c) Available-for-sale securities, as it is extreyndifficult to determine their fair value
since there is no market price and future cashdloannot be estimated.

Notes on Per Share Information
Net assets per share 1,860.36 yen
Net loss per share 63.54 yen

Note 1: The Company carried out a share consatidati a ratio of 10 shares to 1 share
effective on October 1, 2016. Therefore, net agsatshare and net loss per share
takes into account this share consolidation.

Note 2: The Company’s shares (posted as treasork 8t stockholders’ equity) remaining in
the trust related to the Board Benefit Trust (BRIgn posted as treasury stock in
stockholders’ equity are included in treasury stddkese are excluded from the
calculation of the average number of shares duhiageriod when calculating net
assets per share and net loss per share. The nofrdagrh shares at the end of the
period excluded from the calculation of net aspetsshare for this fiscal year was
1,223 thousand shares, while the average numistranés during the period excluded
from the calculation of net loss per share for fisisal year was 815 thousand shares.

(Amounts are rounded down to the million yen.)
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Non-Consolidated Statements of Changes in Net Asset
(From April 1, 2016 to March 31, 2017)

(In millions of yen)

Stockholders’ equity
Capital surplus Retained earnings

Other retained earnings

Common Legal Total Reserve fo Reserve fo Retained Total T;?gcslgry T(;]tc?lldset?s?k
stock capital capital | Reserve for advanced retained g

: overseas | earnings : i
surplus | surpluses special |, * - depreciatio brougr?t earnings at cost equity
depreciatior of fixed

loss forward
assets

Balance as of April 1, 201§ 250,930 100,789| 100,78¢ 2 11 2,770 161,953 164,737 (593)] 515,863

Amount of change

Provision of reserve for

special depreciation 351 (351) - -

Reversal of reserve for

special depreciation © 0 - -

Reversal of reserve for

overseas investment los: (11) 11 - -

Provision of reserve for
advanced depreciation 0 39 (39) — _
fixed assets

Reversal of reserve for
advanced depreciation 0 (174) 174 - -
fixed assets

Net loss (6,319 (6,319) (6,319

Purchase of treasury stogk (1,109) (1,109

Disposal of treasury stock (1) 1) 2 1

Net changes other than
stockholders’ equity

Total changes ] - - 350 an (135)|  (6,524)  (6,321)]  (L,106) (7,427

Sg'f‘?”‘:easm'\"amh 3L | 250,930 100,789| 100,784 353 | 2634| 1554271 158415 (1,699 508,435

Valuation and translation adjustments
Unrealized
gains on
securities, ne
of taxes

Deferred gaingTotal valuatior
(losses) on |and translatio
hedges adjustments

1Total net assefs

Balance as of April 1, 2016 4,932 (6,220) (1,288) 514,575

Amount of change

Provision of reserve for
special depreciation

Reversal of reserve for
special depreciation

Reversal of reserve for
overseas investment losg

Provision of reserve for
advanced depreciation o —
fixed assets

Reversal of reserve for
advanced depreciation o —
fixed assets

Net loss (6,319)

Purchase of treasury sto¢k (1,109)

Disposal of treasury stoc 1

Net changes other than
stockholders’ equity 8,023 (1,551) 6,472 6,472

Total changes 8,023 (1,551) 6,472 (954)

Sg'f‘?”"e as of March 31, 12,955 (7,771) 5,184 513,620

(Amounts are rounded down to the nearest milliam)ye
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

Matters concerning Significant Accounting Policies

1.

2.

4.

Basis and Method for Valuation of Securities

(1) Held-to-maturity securities Cost basis.
(2) Securities of subsidiaries and affiliates Cuetis, determined using the moving

average method.

(3) Available-for-sale securities

Securities with market quotations Fair value basised on the market price etc.
on the balance sheet date (with unrealized gains
or losses, net of applicable taxes, stated in a
separate component of net assets and cost of
securities sold is primarily determined using the
moving average method).

Securities without market quotations Cost bastemnined using the moving
average method.

Basis for Valuation of Derivatives
Fair value basis

. Basis and Method for Valuation of Inventories

Cost basis, determined by the average methodrfishéd goods, semi-finished goods and
work in progress in the Iron & Steel Business (@tder Takasago Steel Casting and
Forging Plant), Welding Business and Aluminum & @epBusiness, raw materials and
supplies, and by the specific identification metfimdfinished goods and work in progress
in the Takasago Steel Casting and Forging Planthiary Business and Engineering
Business (the book value on the balance sheet mayritien down to market value due to
decline in the profitability).

Depreciation and Amortization Method for Fixedsats
(1) Tangible fixed assets
a) Owned fixed assets By the straight-line method.
b) Leased assets
- Under finance leases that transfer ownershipel¢ased assets
By the same method as the owned fixed assets.
- Under finance leases that do not transfer owmgistthe leased assets
By the straight-line method over the respective
lease term (equal ®stimated useful lives) with
no residual value.
(2) Intangible fixed assets By the straight-linetimoel.
For software for internal use, by the straight-
line method over the estimated internal use
lives (five (5) years).
(3) Long-term prepaid expenses By the straight4tirethod.
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5. Basis for Recognition of Allowances and Prowvisio

(1) Allowance for doubtful accounts
To provide for potential losses on doubtful accsuatiowance is made at
an amount based on the actual bad debt ratio ipakefor normal
accounts, and estimated uncollectible amounts barsegecific
collectability assessments for certain individwadaivables, such as those
with a possibility of default.

(2) Provision for bonuses
To provide for employee bonus payments, provisiomade based on the
estimated amounts to be paid.

(3) Provision for product warranties
To provide for after-sales warranty cost paymeotscést and forged steel
products of the Iron & Steel Business, industriakimninery of the
Machinery Business and plants of the Engineeringjii&ss, provision is
made at an estimated amount attributable to tiealfisear based on the
actual warranty cost to sales ratio in the pasis ppecifically estimated
amount attributable to the fiscal year for ceriantividual cases.

(4) Provision for loss on construction contracts
To provide for future losses on construction castgaprovision is made
based on an estimated loss on construction costoatstanding at the end
of the fiscal year 2016.

(5) Provision for structural reform related expense
For expenses expected to arise related to striiceioam of the steel
business, provision is made at an estimated anaiuhe end of the fiscal
year 2016.

(6) Provision for dismantlement related expenses
For expenses expected to arise from dismantlenfeguopment, such as
the blast furnace, in relation to constructionhsf power station at Kobe
Works, provision is made at an estimated amoutiteaénd of the fiscal
year 2016.

(7) Provision for environmental measures
For the cost of PCB waste treatment required by Concerning Special
Measure against Promotion of Proper Treatment bfcRtorinated
Biphenyl (PCB) Waste”, provision is made at anreated amount at the
end of the fiscal year 2016.

(8) Provision for retirement benefits
To provide for payments of retirement benefitsngpyees, provision is
made based on the retirement benefit obligationtheestimated amount
of plan assets at the end of the fiscal year 2016.
Prior service costs are charged to income usingtthght-line method
based on the average remaining service periodeaditiployees.
Actuarial differences are charged to income fromphkriod following the
period in which it arises using the straight-linethod based on the
average remaining service period of the employees.

6. Basis for Recognition of Revenue

For construction contracts of the Machinery Bussreasd Engineering Business, revenues
are recognized by applying the percentage of caioplenethod where the outcome of
the contract up to the end of the fiscal year caediimated reliably (with the estimate of
percentage of completion based on the cost-toraetitod), or in case of not being
estimated reliably, by applying the completed cacttmethod.
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7. Basis for Translation of Assets and Liabilitizsnominated in Foreign Currencies into
Japanese Yen

Monetary receivables and payables denominated@igio currencies are translated into
Japanese yen at the spot exchange rates as dlémed® sheet date, except for those
hedged by foreign currency exchange contracts, thétresulting gains and losses
recognized in income.

8. Method for Hedge Accounting
(1) Method for hedge accounting Deferred hedgéhatkets applied.

Assigning method is applied to monetary receivables
and payables denominated in foreign currenciesatteat
specifically covered by foreign currency exchange
contracts and qualify for such assigning.
Exceptional method is applied to interest rate svap
that meet specific matching criteria and qualify $ach

accounting.
(2) Hedging instruments and hedged items
Hedging instruments Foreign currency exchange aotsy interest rate swap
contracts and commodity forward contracts
Hedged items Assets and liabilities exposed tekwdom market

fluctuations related to foreign exchange ratesrast

rates and trading of bare metal such as aluminum

(including those expected from forecasted transas}i
(3) Hedging policy and method for assessing thegbeadfectiveness

The Company uses hedge transactions to reduce the

risks from market fluctuations and does not emniey i

hedge transactions for speculative purposes.

The Company assesses the hedge effectiveness in

accordance with its internal rules.

9. Accounting for Retirement Benefits

Accounting method for unrecognized prior servicsts@nd unrecognized actuarial
differences for retirement benefits are differegoti that applied in preparing the
consolidated financial statements.

10. Accounting for Consumption Taxes

The tax-exclusion method is applied for the consimnpax and the local consumption
tax.

11. Application of Consolidated Taxation System

Consolidated taxation system is applied.

Additional Information

1. Application of the Revised Implementation Guicewn Recoverability of Deferred Tax
Assets
The Company applied the Revised Implementation &wid on Recoverability of Deferred
Tax Assets (Accounting Standards Board of JapaB@&uidance No. 26, March 28,
2016) from the fiscal year.

2. Introduction of the Board Benefit Trust (BBTY firectors, etc.

Notes on transactions that provide the Companyaseshthrough the trust for Directors
(excluding Outside Directors and Directors who Aunelit & Supervisory Committee
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Members) and executive officers are omitted aséme details are contained in
“Additional information” in the Notes to Consolidat Financial Statements.

Notes to Non-consolidated Balance Sheets
1. Assets Pledged as Collateral and Collateralizeiot
(1) Assets pledged as collateral

Tangible fixed assets 6,493 million yen
Securities of subsidiaries and affiliates 1,108

Other 6,129

Total 13,732 *1, *2

(2) Collateralized debt
Borrowings of subsidiaries and affiliates from fic#al institutions
8,611 millionyen *1,*2

*1 Of the assets pledged as collateral which haenlprovided as revolving
mortgages related to bank transactions of affiliatempanies, some had no
corresponding obligations. The corresponding dsaleince was 12,623 million
yen (capped at 28,000 million yen) at the end effibcal year 2016.

*2 Of the assets pledged as collateral, 1,090 onillien are the mortgages
established for borrowings of 7,295 million yenrfréinancial institutions to
KOBELCO POWER MOKA Inc., which is one of the prirgasperators of the
wholesale power supply business.

2. Accumulated Depreciation of Tangible Fixed Asset 1,943,181 million yen

3. Guarantee Liabilities
Guarantees of borrowings from financial institusare provided to other companies.

Chengdu Kobelco Construction Machinery (Group) Ctd, 30,996 million yen *1
Chengdu Kobelco Construction Machinery Financiaddieg Ltd. 12,212 *1
Kobelco Automotive Aluminum Rolled Products (Chir@9., Ltd. 11,664

Kobelco Angang Auto Steel Co., Ltd. 8,381

Chengdu Kobelco Construction Machinery Co., Ltd. 234 *1
Hangzhou Kobelco Construction Machinery Co., Ltd. 4,984 *1
Other (20 companies and other) 25,155 *2
Total 100,629

The above includes activities similar to guaran{®&® million yen).

*1 The entire amount is covered by reassurances Kobelco Construction
Machinery Co., Ltd.

*2 Of which, 2,479 million yen is covered by reasswces from other companies.
4. Monetary Receivables and Payables to Subsidiarid Affiliates

Short-term monetary receivables 156,334 million ye
Long-term monetary receivables 43,821
Short-term monetary payables 90,480
Long-term monetary payables 127
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Notes to Non-consolidated Statements of Income
Transactions with Subsidiaries and Affiliates
Operating transactions

Net sales 281,896 million yen
Purchases 514,363
Non-operating transactions 43,950

Notes to Non-consolidated Statements of Changeshiet Assets
Type and number of treasury stock at the end oéfigear 2016
Common stock 1,443,537 shares
(Note) 1,222,800 shares of Kobe Steel owned byt B uSustody Services Bank, Ltd.
(Trust Account E) related to the Board Benefit T{@BBT) are included in
treasury stock listed above.

Notes on Tax Effect Accounting
Major causes for accrual of deferred tax assettoaseon write-down of equity securities and
tax loss carryforwards, and assets that are nogrezed as recoverable are posted in the
valuation reserve.

Notes on Transactions with Related Parties

Ownership Fiscal
Company of voting Relationships Description of Transaction year-end
Category rights etc. with related : amounts Account balance
name ; - transactions . -
(Ownership parties (million yen) (million
percentage) yen)
Subsidiariels Kobelco 100.00% Sales of steel Receipt of 55,428 - -
Construction | directly materials, etc. guarantees
Machinery Lease of
Co., Ltd. commercial
buildings and
land
Interlocking
directors, etc.
Chengdu 56.32% Guarantees Guarantees 30,996 - -
Kobelco indirectly Interlocking
Construction directors, etc. Receipt of 21 | Other 13
Machinery guarantee fees current
(Group) Co., assets
Ltd.
Affiliates | Shinsho 13.33% Sales of certain | Purchase of raw 260,647 | Trade 16,864
Corporation | directly finished goods of| materials for iron accounts
and 0.19% | the Company and steel, other payable
indirectly Purchase of raw | raw materials and
(21.55%) materials materials for
Interlocking equipment
directors, etc.
Kansai Coke | 24.00% Sales of coal, etc| Sales of coal, etc. 59,720 | Other 26,915
and directly Purchase of coke accounts
Chemicals etc. receivable
Co., Ltd. Interlocking Purchase of coke, 67,759 | Trade 23,118
directors, etc. etc. accounts
payable

Note 1: The terms and conditions and policiestiefrtdetermination:

The terms and conditions applicable to the abmagsactions are determined through
price negotiations on an arm'’s length basis ant veiterence to normal market prices.

Note 2: Consumption taxes are not included in theumt of the transactions, but are included
in the amount of fiscal year-end balances.

Note 3: The figure contained in parentheses isugberd from above number and represents the
percentage of ownership with which the Companyrhesived consent for exercise of
voting rights.

Note 4: The Company receives guarantee fees atrarabrate of 0.1% for guarantees relating
to bank loans by four subsidiaries of Kobelco Carttton Machinery Co., Ltd.,
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including Chengdu Kobelco Construction Machineryq@) Co., Ltd..
Kobelco Construction Machinery Co., Ltd. pledgeassurance for the entire amount,
and the Company pays no guarantee fees.

Notes on Per Share Information
Net assets per share 1,415.24 yen
Net loss per share 17.39 yen

Note 1: The Company carried out a share consatidat a ratio of 10 shares to 1 share
effective on October 1, 2016. Therefore, net agsatshare and net loss per share take
into account this share consolidation.

Note 2: The Company’s shares (posted as treasork 8t stockholders’ equity) remaining in
the trust related to the Board Benefit Trust (BBIgn are included in treasury stock.
These are excluded from the calculation of theayenumber of shares during the
period when calculating net assets per share arldsgeper share. The number of such
shares at the end of the period excluded from d@lmutation of net assets per share for
this fiscal year was 1,223 thousand shares, wihdeverage number of shares during
the period excluded from the calculation of neslpsr share for this fiscal year was
815 thousand shares.

(Amounts are rounded down to the million yen.)
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