





2) System for maintaining
and managing
information relating to
Directors’ performance
of their duties

<General description of contents of resolution>

Minutes of the Board of Directors Meetings and other information relating
to the Directors of the Board's performance of their duties are
appropriately maintained and managed by different departments in
accordance with laws and regulations, the “Board of Directors
Regulation,” and the Company’'s other bylaws, designating what
information is handled by which department. The Chief Executive for
Confidential Information Management manages confidential information
appropriately in accordance with laws and regulations and the “Rules for
Handling Confidential Information.”

<General description of the status of operations of systems>

The Company appropriately maintains and manages the minutes of
Board of Directors Meetings in accordance with laws and regulations, and
the “Board of Directors Regulation.” Other information relating to the
performance of duties by Directors of the Board is appropriately
maintained and managed by designated departments in accordance with
the Company’'s bylaws, such as “Rules for Handling Confidential
Information.”

3) Rules and other
systems for managing
loss risk

<General description of contents of resolution>

The Risk Manager of each department in the Company manages all risks
in his/her Division in accordance with the “Rules for Risk Management.”
The Chief Executive for Risk Management controls company-wide risks.
Members of the Management Meeting occasionally follow up and assess
the status of risk management. In a crisis, the Company ensures
thorough risk management by having the members of the Management
Meeting deliberate, decide, and implement proper responses (including
implementation systems), and report on their progress to the Board of
Directors as necessary.

<General description of the status of operations of systems>

In carrying out its activities, the Company regularly implements the PDCA
cycle in accordance with “Rules for Risk Management.” It also shared
information and evaluated management’s track record and its responses
to company-wide risks at the Management Meeting held in April 2020. No
issues required a crisis response during the current business term.

4) System for assuring
Directors of the Board’s
efficient execution of
their duties

<General description of contents of resolution>
The Company has established a Board of Directors to formulate a
Mid-term Business Plan and a business plan for each business term,
develop an organizational system, formulate specific measures for each
department to realize such plans, and make decisions regarding principal
operations, while establishing the Management Meeting as a subordinate
organ. In addition, the Quality Assurance & Customer Satisfaction
Improvement Committee, the Global Environment Committee, the Export
Control Committee, the Budget Special Committee, the Facility
Investment Committee, and the Product Program Committee have been
established as a subordinate to ensure efficient deliberations in their
respective areas of expertise.

The Company continues to employ the Executive Officer System to
help the Directors of the Board perform their duties properly.













arising from the
execution of such duties

<General description of the status of operations of systems>

The Company paid expenses arising from the execution of duties of
Audit & Supervisory Board Members promptly after they were incurred.
Although the Company allocated a budget in advance, a system has been
developed so that Audit & Supervisory Board Members may ask the
Company to pay expenses if they exceed the budget on an emergency or
a temporary basis.

11) Other systems for
ensuring effective
audits by Audit &
Supervisory Board
Members

<General description of contents of resolution>

The Company ensures opportunities for Audit & Supervisory Board
Members to attend Management Meetings, which will continue in the
future. In addition, with the aim of establishing systems to help Audit &
Supervisory Board Members audit effectively, the Company holds regular
discussions with Audit & Supervisory Board Members and takes
necessary steps to meet their requests.

<General description of the status of operations of systems>

Audit & Supervisory Board Members had meetings with the President
twice, in September 2019 and March 2020, to enhance the effectiveness
of audits by Audit & Supervisory Board Members. At the meetings, they
reported their auditing activities and heard the President’s opinions on the
management policy and management challenges. When necessary, they
also solicited the Directors of the Board's opinions regarding the
performance of their duties, and actively expressed their opinions from
the perspectives of the Audit & Supervisory Board.

A Three-way Liaison Conference on the audit of internal controls (Audit
& Supervisory Board Members, Independent Auditor and Corporate Audit
Dept.) was held three times, in May and August 2019 and January 2020,
during which information and opinions were exchanged on the audit plan
and the status of its implementation, and reports were received on the
results of internal audits and when necessary, the results of audits by
Independent Auditors with the aim of strengthening collaboration.










method.

(2) Valuation methods for inventories

i) Parent company
Inventories are measured at the cost determined by the gross average method.
(Balance sheet values are measured by the method of devaluing book price to reflect
decreases in profitability.)

i) Consolidated subsidiaries
Inventories are principally measured at cost determined by the specific identification
method. (Balance sheet values are measured by the method of devaluing book value to
reflect decreases in profitability.)

(3) Valuation methods for derivative financial instruments
Derivative financial instruments are measured at fair value.

(4) Depreciation of non-current assets

i) Depreciation of property, plant and equipment (excluding lease assets)
Depreciation of property, plant and equipment is calculated principally by the straight-line
method. Some non-current assets are calculated by the declining balance method.

i) Amortization of intangible assets (excluding lease assets)
Amortization of intangible assets is calculated by the straight-line method. “Software,”
included in intangible assets, is amortized by the straight-line method based on the
estimated useful lifetime in-house (5 years).

iii) Lease assets
Lease assets relating to finance lease transactions without transfer of ownership are
depreciated over the lease contract’s lifetime by the straight-line method. In addition, the
residual value is the guaranteed residual value if a guaranteed residual value has been
arranged under the lease agreement, and in other cases the residual value is zero.

(5) Basis for provisions and allowances

i) Allowance for doubtful accounts
With a view to providing for bad debt losses on account receivables and loan receivables,
etc.,, and bad debt expenses, the Company and domestic consolidated subsidiaries
provide estimated irrecoverable amount based on the historical default rate for normal
receivables and through the individual examination of recoverability for particular
receivables such as claims to obligors with high possibility of business failure. Foreign
consolidated subsidiaries determine allowances for doubtful accounts by assessing each
individual account. The Company makes necessary adjustments to allowance for doubtful
accounts in consolidation of elimination of receivables and payables among consolidated
subsidiaries.

i) Accrued bonus costs
Accrued bonus costs are provided in an amount estimated to cover the bonus payment for
services rendered by employees during the fiscal year.

iii) Accrued directors’ bonus costs
Accrued directors’ bonus costs are provided in an amount estimated to cover the bonus
payment for services rendered by directors during the fiscal year.

iv) Provision for warranty costs
Provisions for warranty costs are provided to cover the cost of all services anticipated to be
incurred during the entire warranty period in accordance with the warranty contracts. These
provisions are calculated based on past experience.

v) Provision for maintenance costs
Provision for maintenance costs is provided for the portion corresponding to the already
leased period out of the total amount anticipated to be incurred during the entire lease
period for maintenance costs based on lease contracts, such as lease automobile
maintenance costs.

(vi) Provision for management board incentive plan trust
Provision for management board incentive plan trust is provided in an amount estimated to
cover the payment of Company stock benefits to Directors of the Board and others during
the current fiscal year.

—10 -












Notes on the Consolidated Statement of Changes in Net Assets

1. Number of Shares Issued and Outstanding at the End of the Fiscal Year
Common stock 848,422,669 shares

2. Details of Dividends Paid as Distribution of Profits
(1) Amount of dividends paid

Total
Source of Amount of
Date of Type of Dividends Dividend Record Effective
. Funds for ;
Resolution Stock o Paid per Share Date Date
Dividends .
(millions of
yen)
June 26, 2019 .
General Meeting Common Reta_lned 14,030 19.00 yen March 31, June 27,
stock earnings 2019 2019
of Shareholders
November 8, ;
2019 Board of Common Reta_lned 14.030 19.00 yen September | November
; . stock earnings 30, 2019 29, 2019
Directors Meeting

(2) Of the dividends whose record date belongs to the current fiscal year, the dividend whose
effective date falls in the following fiscal year

Total
Source of Amount of
Planned Date of Type of Dividends Dividend Record Effective
: Funds for -
Resolution Stock o Paid per Share Date Date
Dividends o
(millions of
yen)
June 29, 2020 .
General Meeting Common Reta!ned 14,030 19.00 yen March 31, June 30,
stock earnings 2020 2020
of Shareholders
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Notes on Financial Instruments

1. Matters Relating to the Status of Financial Instruments

The Company restricts investments only for part of deposits and obtains funds mainly from bank
borrowings. Customer credit risks in connection with trade notes and accounts receivable are
carefully managed by constantly monitoring receivable balances to customers, in accordance
with the Company'’s internal accounting manual. Investment securities are mainly equity
securities issued by affiliates, and it continually monitors their market prices in accordance with
the Company’s internal rules for securities. Derivatives are used for avoiding risks related to
future fluctuations of market prices, within the limits of receivables and payables denominated
in foreign currencies and borrowings.

2. Matters Relating to the Fair Values of Financial Instruments

The table below shows the amounts of financial instruments recorded in the consolidated
balance sheet and their fair values as of March 31, 2020 (at the end of the current fiscal year)
as well as their variances. Financial instruments, whose fair values are deemed to be extremely

difficult to value, are not included in the following table. (See NOTE 2)

(millions of yen)

Consolidated balance , . ,
sheet amount (*1) Fair value (*1) Variance
(1) Cash and deposits 321,427 321,427 -
(2) Trade notes and 266,919 266,919 ;
accounts receivable
3) :_eas_e receivables and 136,852 136,993 140
ase investment assets
(4) Investment securities 71,745 71,745 -
(5) Trade notes and (312,048) (312,048) i
accounts payable
(6) EIe_ctro_nlcaIIy recorded (49,897) (49,897) i
obligations - operating
(7) Short-term borrowings (40,835) (40,835) -
(8) Accrued expenses (48,226) (48,226) -
©) (Lg)‘g'term borrowings (273,985) (274,204) (219)
(10) Derivatives (*3) 67 67 -

*1 The figures in parentheses indicate those posted in liabilities.

*2 Long-term borrowings include those falling due within one year.
*3 Assets and liabilities arisen from derivatives are offset against each other and stated in net.

NOTE 1:

Method of fair value measurement of financial instruments and matters regarding securities and

derivatives

(1) Cash and deposits, and (2) Trade notes and accounts receivable
Since these accounts are settled in a short period of time, their fair values are nearly equal to
their book values. Therefore, the book values are deemed as their fair values.

(3) Lease receivables and lase investment assets
The fair values of lease investment assets are based on present values discounted by an
interest rate which takes into account the period until maturity and credit risk for receivable

4
®)

9

amounts for each type of receivable as classified according to certain periods.
Investment securities
The fair values of investment securities are based on prices quoted on stock exchanges.
Trade notes and accounts payable, (6) Electronically recorded obligations - operating, (7)
Short-term borrowings, and (8) Accrued expenses
Since these accounts are settled in a short period of time, their fair values are nearly equal to
their book values. Therefore, the book values are deemed as their fair values.
Long-term borrowings
The fair values of long-term borrowings are measured by discounting the future cash flows
of principals and interests at an interest rate that would apply for a new loan borrowed under
similar conditions.
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STATEMENT OF CHANGES IN NET ASSETS

(From April 1, 2019 through March 31, 2020)

(millions of yen)

SHAREHOLDERS' EQUITY

Capital surplus Retained earnings
) Other retained Total
Cap|t|i1| Legal Total earnings Total Trﬁasury shareholders'
stoc capital capital Retained retained shares equity
reserve | surpluses earnings earnings
brought forward
Balance at beginning of 40644 | 49855 | 49855 512,323 | 512323 | (150,447) 452,375
current period
Changes of items during
period
Dividends of surplus (28,061) (28,061) (28,061)
Profit 70,964 70,964 70,964
Purchase of treasury
shares ®) ®)
Disposal of treasury 50 50
shares
Reversal of revaluation
reserve for land ©) ©) ©)
Net changes on items
other than shareholders'
equity
Total changes of items - - - 42,902 42,902 44 42,946
during period
E::ﬁﬂfe attheendofcurrent | 45644 | 49,855 | 49,855 555,225 | 555,225 | (150,402) 495,322
VALUATION AND TRANSLATION ADJUSTMENTS
Valuati Def d TOTAL NET
Valuation elerre Revaluation | Total valuation ASSETS
difference on gains or .
; reserve for and translation
available-for- losses .
oy land adjustments
sale securities hedges
Balance at beginning of 37,253 131 83,880 121,265 573,641
current period
Changes of item during
period
Dividends of surplus (28,061)
Profit 70,964
Purchase of treasury )
shares
Disposal of treasury
50
shares
Reversal of revaluation ©)
reserve for land
Net changes on items
other than shareholders' (12,744) 170 0 (12,572) (12,572)
equity
Total changes of items (12,744) 170 0 (12,572) 30,374
during period
s:r';"(‘;(‘jce atthe end of current 24,509 302 83,881 108,693 604,015

NOTE: Amounts have been rounded down to the nearest one million yen.
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fiscal year is based on the benefit formula method. Prior service costs are amortized by the
straight-line method over periods shorter than the average remaining years of service of
eligible employees (1 year). Actuarial gain or loss is amortized by the straight-line method
over periods shorter than average remaining years of service of eligible employees (10
years) from the following fiscal year when the actuarial gain or loss is incurred.
(6) Provision for management board incentive plan trust

Provision for management board incentive plan trust is provided in an amount estimated to
cover the payment of Company stock benefits to Directors of the Board and others during
the current fiscal year.

6. Foreign Currency Translation
Receivables and payables denominated in foreign currencies are translated into yen at the
foreign exchange spot rate on the date of the balance sheet, and any differences arising from
the translation are included in the statement of income as gains or losses.

7. Hedge Accounting
(1) Hedge accounting
i) Forward foreign exchange contracts and currency options
Designated hedge accounting is adopted.
(except transactions which do not fulfill the required conditions)
i) Interest rate swaps and interest rate options
Deferral hedge accounting or exceptional accounting method specified in the
accounting standard for financial instruments is adopted.
(2)Hedging instruments and hedged items
i) Hedging instruments
Interest rate swaps, interest rate options, forward foreign exchange contracts, and
currency options.
i) Hedged items
Receivables and payables denominated in foreign currencies, and borrowings.
(3)Hedging policy
The Company utilizes derivative financial instruments to avoid risks related to future
fluctuations of market prices, within the limits of receivables and payables denominated in
foreign currencies and borrowings.
(4) Assessment of hedge effectiveness
Hedge effectiveness is determined by comparing the cumulative changes in cash flows
from the hedging instruments with those from the hedged items. However, this assessment
excludes the effectiveness of interest rate swaps accounted by exceptional accounting
method.
(5) Other
The Company has a bylaw on derivative transactions and executes its transactions and
risk management based on this bylaw, which stipulates policies, procedures, retention
limits and reporting systems.

8. Deferred Assets
Deferred assets are all accounted as an expense on payment.

9. Other

(1) Accounting related to retirement benefits
The method of accounting for unprocessed amounts of unrecognized actuarial gain or loss
and unrecognized prior service costs relating to retirement benefits differs from the method
of accounting for these items in the consolidated financial statements.

(2) Transactions subject to consumption tax
Transactions subject to consumption tax are recorded at amounts excluding consumption
tax.

10. Additional Information
The COVID-19 infections have had wide-ranging effects on economies and corporate
activities, and the future spread of the infection, the timeline for eradication, etc. are difficult to
forecast. Accordingly, accounting estimates have been made assuming that the effect of the
COVID-19 infections will persist after the end of the current fiscal year for a certain period into
the fiscal year ending March 31, 2021.
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