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To Our Shareholders and Investors

We are obliged to you for your continued support and

good patronage.

We would like to report on the outline and results

of the SMK Group’s business for the 98th fiscal year
(from April 1, 2019 to March 31, 2020).
We look forward to your continuing support and

encouragement.

June 2020

Financial Highlights

Yasumitsu Ikeda
President and CEO/COO

Millions of yen

Percent Change

Thousands of

2019/2020 U.S. dollars
Years ended and as of March 31 2019 2020 2020
Operating Results
Net sales ¥57,386 ¥54,161 (5.6) % $497,666
Operating loss (1,834) (244) = (2,242)
Loss attributable to owners of parent (834) (2,651) = (24,359)
Financial Position
Total assets ¥58,713 ¥ 50,204 (14.5) % $461,307
Total net assets 28,612 24,629 (13.9) 226,307
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Profit (loss) attributable to

perspective.
Yen Pe;%elng /ggggge U.S. dollars

Years ended and as of March 31 2019 2020 2020
Per Share Data
Loss attributable to owners of parent

Basic ¥(126.47) ¥(410.88) — % $(3.78)

Diluted — — — —
Cash dividends 50.00 40.00 = 0.37

Note 1.

The U.S. dollar amounts represent translations of Japanese yen, for convenience only, at the rate of ¥108.83 = U.S. $1.00.

2. The Company carried out a consolidation of share at the ratio of 10 shares to 1 share on October 1, 2018.

Total assets / Total net assets

Basic earnings per share and diluted earnings per share have been calculated on the assumption that the said consolidation of share was
carried out at the beginning of the year ended March 31, 2016.

. The Company and its consolidated subsidiaries have adopted “Partial Amendments to Accounting Standard for Tax Effect Accounting”

(ASBJ] Statement No. 28, February 16, 2018) (hereinafter, the “Partial Amendments”) from the beginning of the fiscal year ended March
31, 2019. As such, financial position for the year ended March 31, 2018 is calculated on the assumption that “Partial Amendments” is
applied retrospectively.

. In the calculation of loss per share, the Company’s shares remaining in the Board Benefit Trust (BBT), which are recorded as treasury

stotr:]k underdshareholders’ equity, are included in the treasury stocks that are deducted in the calculation of the average number of shares
in the period.
Basic profit (loss) attributable to

owners of parent per share Cash dividends per share
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Overview of Consolidated Results by Division

(April 1, 2019 to March 31, 2020)

The many different electronic components that SMK produces are widely
used by electronics manufacturers in and outside Japan. The markets for
these components can be broadly classified into four markets: ICT Market,
Home Appliance Market, Car Electronics Market and Industry Market.

Two divisions, namely the Connection System (CS) Division and the
Sensing, Communications and Interface (SCI) Division, as well as the
Research & Development Center, are responsible for developing products
that continually meet market requirements in the wide range of markets
outlined above. The two divisions handle operations ranging from product
planning and design to mass production, whereas the Research &
Development Center is primarily in charge of designing and developing
products mainly in new fields.

In this section, we present an overview of our results achieved in each
of the two divisions and the Research & Development Center in the fiscal
year under review.

Sales by Division

Research & Others
Development ¥ 73 Million
Center 0.1%
¥ 281 willion
0.5% Connection
Net sales System
¥ 54,_161 Division
Sensing, Million

Communications ¥ 18,670 wmillion

and Interface
Division
¥ 35,137 willion

Others: businesses of other electronic parts, lease, real-estate rental, and
worker dispatching undertakings.

Sales by Market

Industry - Others

¥ 6,140 wmillion ¥ 8,772 wmillion
Net sales
Car ¥ 54,161
; Million
Electronics
¥ 17,879 million Home
Appliance

¥ 21,369 willion

Others: markets of medical equipment, rehabilitation equipment, etc.
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Connection System
Division
Major Products

& Connectors (Coaxial, FPC)
= Jacks

Sensing,
Communications and
Interface Division

Major Products

M Remote Control Units
% Switches

W Camera Modules

1 Touch Panels

Research &
Development
Center

Major Products
H Wireless Modules

Sales of connectors in the previously burgeoning car electronics market began to
decrease compared to the previous year. The downturn is attributable to factors
including impacts from the global slump of automotive sales mainly in China due
partly to ramifications of U.S.-China trade friction, compounded by the impact of
COVID-19 ensuing since February. In the ICT market, the Company generated
robust sales of connectors for smartphones made to customers in China, despite
the impact of COVID-19. On the other hand, sales of connectors for smartphones
and tablet devices made to customers in the U.S. fell year on year, due to the
effects of factors including decrease in demand and customers encountering
sluggish sales. Sales of connectors for the industry and other markets decreased
year on year as connectors for healthcare-related products encountered falling
demand due to sufficient spread in the mainstay market, despite special demand
for such connectors in emerging countries.

As a result, net sales of the Connection System Division amounted to ¥18,670
million (14.0% decrease year on year), and operating income was ¥141 million
(45.4% decrease year on year).

Sales of remote control units increased substantially year on year, as orders from
U.S. customers of remote control units for set-top boxes steadily expanded sales
throughout the year, despite the impact of COVID-19 ensuing since February. As
for units, sales decreased slightly year on year amid lower sales of units for home
equipment, despite a growth in sales of automotive camera modules due to a
rising number of adopted models. Sales of switches increased year on year amid
rising sales of switches for smartphones. On the other hand, regarding touch
panels mainly for the car electronics market, sales decreased compared to the
previous year, due to factors including a downturn in automotive sales in the
Chinese market and the impact of COVID-19.

Sales in the Sensing, Communications and Interface Division overall were on
par with those of the previous year as a growth in the remote control units
business offset decreased sales in the touch panels business.

As a result, net sales of the Sensing, Communications and Interface Division
amounted to ¥35,137 million (0.1% decrease year on year), and operating
income was ¥10 million (compared to an operating loss of ¥862 million in the
previous fiscal year).

Regarding wireless communication modules, the mainstay business of the
Research & Development Center, sales of Bluetooth® modules for printers
expanded steadily, but sales of Bluetooth® modules for payment terminals
decreased largely as a result of customers switching to different models.

As a result, net sales of the Research & Development Center amounted to
¥281 million (40.4% decrease year on year), and operating loss was ¥279 million
(compared to an operating loss of ¥316 million in the previous fiscal year).

The Research & Development Center aims to commercialize its IoT operational
management technologies in the next fiscal year, while engaging in field testing
performed on the basis of new wireless modules and technology development
commissioned by the Ministry of Internal Affairs and Communications.

Net sales / Millions of yen
25,000 1,500
21,712
20,000 18,670 1,200
15,000 900
10,000 600
5,000 258 300
141
0
2019 2020
Net sales / Millions of yen
40,000 4,000
35,180 35,137
20,000 2,000
10
0 0
(862)
(2,000)
2019 2020
Net sales / Millions of yen
500 471 500
281
0 0
(279)

(316)

2019

2020

(500)

ANNUAL REPORT 2020



@ Financial Section

Five-Year Summary

SMK Corporation and Consolidated Subsidiaries

Millions of yen Thousands of

U.S. dollars
:‘;a(;?ﬁg‘rj;d;”d 2016 2017 2018 2019 2020 2020
Operating Results
Net sales ¥ 77,206 ¥ 62,971 ¥ 59,786 ¥ 57,386 ¥ 54,161 $ 497,666
Operating income (loss) 4,171 630 485 (1,834) (244) (2,242)
z\r/;férg%f%:g:f“tab'e to 2,678 1,017 (288) (834)  (2,651) (24,359)
Financial Position
Total assets ¥ 67,606 ¥ 62,318 ¥ 61,474 ¥ 58,713 ¥ 50,204 $ 461,307
Total net assets 33,287 31,318 30,637 28,612 24,629 226,307
Yen U.S. dollars

Per Share Data

Total net assets ¥ 4,710.19 ¥ 4,734.95 ¥ 4,635.03 ¥ 4,415.09 ¥3,870.65 $ 35.57

Profit (loss) attributable
to owners of parent

Basic 379.38 151.65 (43.63) (126.47) (410.88) (3.78)
Diluted 378.63 151.62 = = - -
Cash dividends 14.00 10.00 8.00 50.00 40.00 0.37

Note 1. The U.S. dollar amounts represent translations of Japanese yen, for convenience only, at the rate of ¥108.83 = U.S. $1.00.

2. The Company carried out a consolidation of share at the ratio of 10 shares to 1 share on October 1, 2018.

Basic earnings per share and diluted earnings per share have been calculated on the assumption that the said consolidation of share was
carried out at the beginning of the years ended March 31, 2016.

3. The Company and its consolidated subsidiaries have adopted “Partial Amendments to Accounting Standard for Tax Effect Accounting”
(ASBJ Statement No. 28, February 16, 2018) (hereinafter, the “Partial Amendments”) from the beginning of the fiscal year ended March
31, 2019. As such, financial position for the years ended March 31, 2018 is calculated on the assumption that “Partial Amendments” is
applied retrospectively.

4. In the calculation of profit (loss) per share, the Company’s shares remaining in the Board Benefit Trust (BBT), which are recorded as
treasury stock under shareholders’ equity, are included in the treasury stocks that are deducted in the calculation of the average number
of shares in the period.
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@ Financial Review

SMK’s net sales for the fiscal year ended March
31, 2020 decreased 5.6% year on year to
¥54,161 million (US$497,666 thousand),
whereas operating loss of ¥244 million
(US$2,242 thousand) and loss attributable to
owners of parent of ¥2,651 million (US$24,359
thousand) were recorded.

Net Sales

Sales of products such as remote control units for set-top boxes
for the U.S. customers and automotive camera modules steadily
increased. However, sales of products such as connectors and
touch panels in the car electronics market decreased year on year
due to lower customer demand and the lower operating ratios of
the production works in China, the Philippines and Malaysia due
to the governments’ restrictions on factories amid the spread of
COVID-19 infections in the fourth quarter.

As a result, net sales were ¥54,161 million (US$497,666
thousand), down 5.6% year on year.

Operating Income

The cost of sales ratio improved year on year due to our efforts
such as proactive launch of new products and initiatives taken to
reduce fixed costs, but operating loss amounted to ¥244 million
(US$2,242 thousand) due to a decrease in net sales.

Profit attributable to owners of parent

Loss attributable to owners of parent was ¥2,651 million
(US$24,359 thousand) as a result of recording rent income/
expense, foreign exchange loss, net, loss on impairment of fixed
assets, etc. in other income/expenses.

Total Assets / ROA

As of March 31, 2020, total assets were ¥50,204 million
(US$461,307 thousand), with ROA of (0.3) %.

Total Net Assets / ROE

As of March 31, 2020, total net assets were ¥24,629 million
(US$226,307 thousand), with ROE of (9.9) %.

Cash Flows

Net cash provided by operating activities amounted to ¥6,345
million (US$58,302 thousand), net cash used in investing activities
totaled ¥2,525 million (US$23,201 thousand), and net cash used in
financing activities was ¥4,176 million (US$38,372 thousand).

Total net assets

(As of March 31)

Millions of yen
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Consolidated Balance Sheets

Consolidated Balance Sheet

SMK Corporation and Consolidated Subsidiaries
As of March 31, 2019 and 2020

Thousands of Thousands of

See accompanying notes to consolidated financial statements.
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Millions of Yen U.S. dollars Millions of Yen U.S. dollars
(Note 2) (Note 2)
Assets 2019 2020 2020 Liabilities and net assets 2019 2020 2020
Current assets Current liabilities
Cash and cash equivalents (Note 16) ¥ 10,776 ¥ 10,437 $ 95,902 Short-term loans payable (Note 5 and 16) ¥ 14,263 ¥ 9,639 $ 88,569
Time deposits (Note 16) 112 77 708 Notes and accounts payable, trade (Note 6 and 16) 5,301 5,101 46,871
Notes and accounts receivable, trade (Note 6 and 16) 14,496 12,332 113,314 Accrued income taxes 524 283 2,600
Inventories (Note 3) 8,071 6,426 59,046 Accrued bonuses 623 >76 2,293
Accrued directors' and officers' bonuses — 0 0
Other current assets (Note 18 and 21) 932 1,162 10,677
Al cor doubtful ) ™ Accounts payable, non-trade (Note 16) 1,491 1,468 13,489
t t
owance Tor doubtul accounts (106) (104) (956) Other current liabilities (Note 18) 1,573 1,529 14,049
34,283 30,332 278,710 23,778 18,598 170,890
Investments and long-term loans Long-term liabilities
Investment securities (Note 16 and 17) 2,548 2,493 22,907 Long-term debt (Note 5 and 16) 4,601 5,513 50,657
Long-term loans receivable (Note 21) 61 50 459 Deferred tax liabilities (Note 13) 799 491 4,512
Asset for retirement benefits (Note 7) 1,219 1,114 10,236 Accrued directors' and officers' retirement benefits 176 134 1,231
Other investments (Note 21) 678 641 5,890 Liability for retirement benefits (Note 7) 53 62 570
Allowance for doubtful accounts (40) (39) (358) Other long-term liabilities 691 774 /7,112
4,466 4,259 39,134 6,323 SIS 2a2E0D
P lant and i t (Note 5,12 and 19 Net assets
roperty, plant and equipmen ote 5,12 an .
perty, p quip ) Shareholders' equity (Note 8)
Land (Note 4) 6,001 5,977 54,921
Common stock
Buildings 19,063 19,032 174,878 Authorized : 19,596,127 shares
Machinery and vehicles 23,585 22,762 209,152 Issued : 7,500,000 shares 7,996 7,996 73,472
Tooling and office furniture 22,737 19,082 175,338 Capital surplus 12,057 12,057 110,787
Leased assets — 30 276 Retained earnings 14,597 11,582 106,423
Right of use assets — 127 1,167 Treasury stock (4,313) (4,391) (40,347)
Construction in progress 681 221 2,031 30,338 27,245 250,345
72 069 67.234 617.789 Accumulated other comprehensive income
Less-accumulated depreciation (52,376) (51,842) (476,362) Net unrealized gains (losses) on other securities 297 106 974
N i ins (I from hedging i 7 1 1
19,693 15392 141,432 et unrealized gains (losses) from hedging instruments (7) (18) (165)
Foreign currency translation adjustments (2,027) (2,295) (21,088)
Other assets . . I )
Retirement benefits asset and liability adjustments 10 (122) (1,121)
Deferred tax assets (Note 13) 115 100 919 (1,726) (2,329) (21,400)
Intangible assets (Note 12) 154 120 1,103 Non-controlling interests . (286) (2,628)
269 220 2,022 28,612 24,629 226,307
Total assets ¥ 58,713 ¥ 50,204 $ 461,307 Total liabilities and net assets ¥ 58,713 ¥ 50,204 $ 461,307
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Consolidated Statement of Income Consolidated Statement of Changes in Net Assets

SMK Corporation and Consolidated Subsidiaries SMK Corporation and Consolidated Subsidiaries
Years ended March 31, 2019 and 2020 Years ended March 31, 2019 and 2020
Thousands of Millions of yen
Millions of Yen U.S. dollars
(Note 2) Shareholders’ equity Accumulated other comprehensive income
2019 2020 2020 Total
Net sales fNote 20) ¥ 57,386 ¥ 54,161 $ 497,666 Number of Net unrealized Netunrealized ~ Foreign  Refirement  accumulated
Cost of sales (Note 3 and 9) 49,962 46,437 426,693 shares of Total qains (losses) gains (losses)  currency - benefits asset ather Non-
Selling, general and administrative expenses (Note 9 and 10) 9,258 7,968 73,215 common Common Capital ~ Refained  Treasury shareholders'  onother fromhedging  translation ~ and iabiity comprehensive  controlling  Total net
Operating loss (Note 20) (1,834) (244) (2,242) stock ok suplus  eamings stock equty  securties  instruments  adjustments  adjustments Mome  interests ASES
Other income Balance at April 1, 2018 75000000  ¥79% V12057 VIS0 W400) LI WL M9) YL M0 LM %= W0
Interest and dividend income (Note 21) 93 105 965 Cash dividends paid (264) (264) - (264)
Egrngiérr‘]cg)rpcﬁan e gain, net 1:%8 1,050 9,648 Loss atributable to owners ofparert (834) (834) - (834)
Gain on sales of fixed assets (Note 11) 1,317 90 827 AFqUIS!t!on of treasury stock (507 (507) - (507)
gai_n on saIeI:s of ;nvelsftment tgecurr]i_ties (Note 17) 195 2—3 5 — Disposition of treasury stock (34) 1% 161 - 161
ain on sales of golf memberships — 11 ;
Other 373 407 3,740 I{gﬂi{aﬁgjﬂ'ﬁﬂ]ﬁgﬁ'“ oo - - -
Total other income 3,407 1,676 15,400 o
Net changes in items other _ ~
than shareholders' equity (33 ! (119) (430 (580 (580)
Other expenses
Interest expense 114 109 1,002 Total changes (67,500,000) - - (113 () (1445 (33) 2 (19 (40)  (580) - (0)
Rent expense (Note 21) 556 559 5,136 Balance at March 31,2019 7500000  79% 12057 14597  (4313) 30338 297 ) 0 (1,72) - 8612
Foreign exchange loss, net — 692 6,359 X
Loss on sales of fixed assets (Note 11) 1 36 331 Balance at April 1,2019 7500000  79% 12057 14597  (4313) 3038 297 7 0 0 (1,76) - 612
II:oss on disposal oftﬁx‘gﬁ asdsets (tNOE§ 1t1)12) %‘9‘2 2 9%% - 6132421 Cash dividends paid (326) (326) - (326)
0ss on impairment of fixed assets (Note , , ' _
Loss on valuation of investment securities 86 23 211 Lossaptr!bytabletoownersofparent (2651) (2651) (2651)
Loss on liquidation of subsidiaries and affiliates 67 — — Acquisition of treasury stock (18)  (128) - (128)
Other 95 148 1,360 Disposition of treasury stock (37 49 12 - 12
Total other expenses 1,269 4,596 42,231 Transfer to Capital surplus . o
from retained earnings 7 - - N
Profit (loss) before income taxes 303 (3,165) (29,082) Net changes in items other
Income taxes (Note 13) than sha?eholders' equity - oy o ey (1) @3 (%) (389)
current 620 = 5083 Totel changes - - - G (8 B (9 (0 (e () @) () (%
Deferred 517 51633 51,4983 Balance at March 31,2020 7500000  ¥799  ¥12057 1582 ¥(4301) ¥27245 06 Y18)  ¥(2205)  ¥122)  ¥2309)  ¥(286) %4629
Loss (834) (2,937) (26,987)
Loss attributable to non-controlling interests — (286) (2,628)
Loss attributable to owners of parent ¥ (834) ¥ (2,651) $ (24,359) Thousands of U.S. dollars (Note 2)
Yen U-(SN-dto“za)"S Shareholders’ equity Accumulated other comprehensive income
ote

Total
Pe‘ltof:glarﬁgtda%tsaet(sl\l ote 15) ¥ 4,415.09 ¥ 3,870.65 $ 35.57 Net unrealized Net unrealized Foreign ~ Retirement  accumulated

. Total gains (losses) gains (losses) ~currency  benefits asset other Non-
Lo%%git(::trlbutable to owners of parent (126.47) (410.88) (3.78) Common Capital ~ Retained ~ Treasury shareholders'  onother fromhedging  translation  and liabilty comprehensive  controling ~ Total net
Diluted o - T stock surplus — earnings stock equty  securiies  instruments  adjustments  adjustments income~ interests assets
Cash dividends 50.00 40.00 0.37 Balance at April 1, 2019 §73472 U087 $13417  §(39631) U865 179 S (64) S(1865) & 92 §(15860) § - $262,905

See accompanying notes to consolidated financial statements. Cash dividends paid (2 995) (2 995) _ (2 995)

C |d t d St t t ]c C h i I Loss attributable to owners of parent (24,359) (24,359) - (24,359)
onsolidate atement or Lomprenensive Income Acquisition oftreasury stock (L176)  (1176) - (1,176)

SMK Corporation and Consolidated Subsidiaries .qU||.|.o Orreastry S0 ' ' '

Years ended March 31, 2019 and 2020 Disposition of treasury stock (340) 450 110 - 110

Thousands of Transfer to Capital surplus 0 (34) _ _ _
Millions of Yen U.S. dollars from retained earnings
(Note 2) -
Net changes in items other

Loss ¥ 4 ¥ ,937 /987 - -

Other comprehensive income (Note 14) Total changes (27,695) (717) (8420 (1,755) 92) (2463 (123)  (5541)  (2628)  (36,589)
Net unrealized gains (losses) on other securities (33) (191) (1,755) Balance at March 31, 2020 §73472 110,787 $106423 §(40,347) 9250345 ¢ 94 g(165) S(21,088) §(1121) (21400) §(2,628) $226,307
Net unrealized gains (losses) from hedging instruments 2 (10) (92)

Foreign currency translation adjustments (119) (268) (2,463)
Retirement benefits asset and liability adjustments (430) (132) (1,213)
Total other comprehensive income (580) (603) (5,541)

Comprehensive income ¥ (1,414) ¥ (3,541) $ (32,537)

Total comprehensive income attributable to:

Owners of parent ¥ (1,414) ¥  (3,254) $ (29,900)
Non-controlling interests ¥ — ¥ (286) $ (2,628)

See accompanying notes to consolidated financial statements.
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Consolidated Statement of Cash Flows

SMK Corporation and Consolidated Subsidiaries
Years ended March 31, 2019 and 2020

Thousands of

Millions of Yen U.S. dollars
(Note 2)
2019 2020 2020
Cash flows from operating activities
Profit (loss) before income taxes ¥ 303 ¥ (3,165) $ (29,082)
Depreciation and amortization 3,664 3,292 30,249
Loss on impairment of fixed assets 148 2,953 27,134
Increase (decrease) in accrued bonuses (44) (44) (404)
Increase (decrease) in accrued directors’ and officers' retirement benefits 4 (41) (377)
Increase (decrease) in asset and liability for retirement benefits (367) (62) (570)
Interest and dividend income (93) (105) (965)
Interest expense 114 109 1,002
(Gain) loss on sales of investment securities (193) = 0
(Gain) loss on sales of fixed assets (1,316) (53) (487)
(Gain) loss on valuation of investment securities 86 23 211
(Gain) loss on sales of golf memberships — (23) (211)
Loss on disposal of fixed assets 199 72 662
(Increase) decrease in notes and accounts receivable, trade 924 1,622 14,904
(Increase) decrease in inventories 784 1,394 12,809
Increase (decrease) in notes and accounts payable, trade (1,659) 533 4,898
(Increase) decrease in accounts receivable, non-trade (35) 109 1,002
Increase (decrease) in accounts payable, non-trade (692) 271 2,490
Other 230 (80) (735)
Subtotal 2,057 6,806 62,538
Interest and dividends received 103 106 974
Interest paid (113) (102) (937)
Income taxes paid (439) (464) (4,264)
Net cash provided by (used in) operating activities 1,608 6,345 58,302
Cash flows from investing activities
Payments into time deposits (30) (228) (2,095)
Proceeds from time deposits 32 258 2,371
Purchases of fixed assets (4,639) (2,637) (24,230)
Proceeds from sales of fixed assets 2,556 250 2,297
Purchases of intangible fixed assets (47) (40) (368)
Proceeds from sale of intangible fixed assets — 0 0
Purchases of investment securities (223) (159) (1,461)
Proceeds from sales of investment securities 241 = 0
Proceeds from redemption of investment securities — 29 266
Payments for execution of loans (28) (30) (276)
Collection of loans receivable 45 32 294
Other 0 = 0
Net cash provided by (used in) investing activities (2,091) (2,525) (23,201)
Cash flows from financing activities
Increase (decrease) in short-term loans payable 2,228 (5,692) (52,302)
Proceeds from long-term debt 2,090 4,000 36,755
Payments of long-term debt (2,704) (2,015) (18,515)
Purchases of treasury stock (506) (127) (1,167)
Proceeds from sales of treasury stock 161 12 110
Dividends paid (264) (325) (2,986)
Other (8) (29) (266)
Net cash provided by (used in) financing activities 997 (4,176) (38,372)
Effect of exchange rate changes on cash and cash equivalents (219) 17 156
Increase (decrease) in cash and cash equivalents 294 (338) (3,106)
Cash and cash equivalents at beginning of the year 10,482 10,776 99,017
Cash and cash equivalents at end of the year ¥ 10,776 ¥ 10,437 $ 95,902
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Notes to Consolidated Financial Statements

SMK Corporation and Consolidated Subsidiaries

Note 1. Summary of significant accounting policies

(a) Basis of presenting financial statements

The accompanying consolidated financial statements of SMK Corporation (the “Company”) and consolidated subsidiaries
are prepared on the basis of accounting principles generally accepted in Japan, which are different in certain respects as to
the application and disclosure requirements of International Financial Reporting Standards, and are compiled from the
consolidated financial statements prepared by the Company as required by the Financial Instruments and Exchange Act of
Japan. For the purpose of this document, certain reclassifications have been made in the accompanying consolidated
financial statements to facilitate understanding by readers outside Japan. In addition, certain reclassifications have been
made to the prior year’s consolidated financial statements to conform to the current year’s presentation.

(b)) Basis of consolidation and investments in affiliated companies

The accompanying consolidated financial statements include the accounts of the Company and its subsidiaries over which
substantial control is exercised either through majority ownership of voting stock and/or by other means.

All significant intercompany balances and transactions have been eliminated in consolidation.

Certain foreign subsidiaries’ fiscal period ends on December 31, which differs from the year-end date of the Company;
however, the accounts of these companies were tentatively closed as of March 31 and the necessary adjustments for
consolidation were made.

Investments in affiliates (companies over which the Company has the ability to exercise significant influence) are accounted
for by the equity method. Consolidated profit attributable to owners of parent includes the Company’s equity in the current
profit attributable to owners of parent or loss of such companies, after the elimination of unrealized intercompany profits.
All assets and liabilities of the Company’s subsidiaries are revalued at the acquisition, if applicable, and the excess of cost
over the underlying net assets at the date of acquisition is amortized over a period of five years on a straight-line basis if
such excess is material, or charged to income when incurred if immaterial.

(¢ ) Scope of consolidation

Number of consolidated subsidiaries: 28

(d) Application of equity method of accounting

Number of affiliated companies accounted for by the equity method: 1

(e ) Translation of foreign currencies

All asset and liability accounts of foreign subsidiaries and affiliates are translated into Japanese yen at the appropriate year-
end exchange rates. Shareholders’ equity, which is translated at rates of exchange prevailing at the time the transactions
occurred. Revenue and expense accounts are translated at the average rates of exchange prevailing during the year.
Differences arising from the translation are presented as translation adjustments in the consolidated financial statements.

( f) Cash and cash equivalents

Cash and cash equivalents are composed of cash and time deposits all of which are low-risk, short-term financial
instruments readily convertible into cash.

(g) Inventories

Inventories are mainly stated at the lower of cost or market. The following inventories are measured principally by their
respective methods:

Finished products: Retail cost method

Work in process: Actual raw material cost, determined by the most recent purchase cost method, plus direct labor costs
and manufacturing overheads

Raw materials and supplies: Most recent purchase cost method

Consolidated subsidiaries adopt mainly the moving average method.

(h') Securities

Marketable securities classified as other securities are carried at fair value with any changes in unrealized holding gain or
loss, net of the applicable income taxes, included directly in net assets. Non-marketable securities classified as other
securities are carried at cost. Cost of securities sold is determined by the moving average method.

(i) Derivatives

Derivatives are stated at fair value.

(j ) Property, plant and equipment and depreciation (except for leases)

Property, plant and equipment are stated at cost. Depreciation of property, plant and equipment is calculated principally by
the declining-balance method for the Company and its domestic subsidiaries, and by the straight-line method mainly for
foreign subsidiaries. Certain buildings of the Company and its domestic subsidiaries acquired on or after April 1, 1998 and
facilities attached to buildings and other non-building structures acquired on or after April 1, 2016 are depreciated by the
straight-line method.

The estimated useful lives of the assets are as follows:

Buildings: 10 to 50 years
Machinery and vehicles: 4 to 10 years
Tooling and office furniture: 2 to 6 years

The residual values of the property, plant and equipment acquired on or before March 31, 2007 are depreciated equally
over a period of 5 years starting from the year following the year in which they have been depreciated up to their
depreciable limit or 5% of the acquisition cost.

(k) Intangible assets (except for leases)

Amortization of intangible assets is calculated by the straight-line method. Software for own use is amortized based on the
utilizable period (5 years).
Goodwill is amortized by the straight-line method mainly over 5 years.
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(1) Leased assets
Noncancellable lease transaction that transfer substantially all risks and rewards associated with the ownership of assets
are accounted for as finance leases. Depreciation of leased assets is calculated by the straight-line method based on the
lease life as the useful life and the residual value is zero.

(m) Right of use assets
Depreciation of right of use assets is calculated by the straight-line method based on the lease term as the useful life and
the residual value is zero.

(n) Allowance for doubtful accounts
The allowance for doubtful accounts is provided based on past experience for normal receivables and on an estimate of the
collectability of receivables from companies in financial difficulty.

(0 ) Accrued bonus
Accrued bonuses are provided on the estimate of the amounts to be paid in the future by the Company, domestic
consolidated subsidiaries and certain overseas subsidiaries based on an accrual basis at the balance sheet date.

(p ) Accrued directors’ and officers’ bonuses
Accrued directors’ and officers’ bonuses are provided on the estimate of the amounts to be paid subsequent to the balance
sheet date.

(g ) Accrued directors’ and officers’ retirement benefits
Accrued directors’ and officers’ retirement benefits have been provided at an amount equal to 100% of the amount which
would be required to be paid based on the Company’s bylaws if all directors and officers resigned from the Company on
the balance sheet date.

(r) Accrued board benefit trust
Accrued board benefit trust have been provided at an amount equal to 100% of the amount which would be required to be
paid based on the Company’s bylaws if all directors and officers exercised board benefit trust on the balance sheet date.

('s ) Retirement benefits
Asset and liability for retirement benefits for employees are recorded mainly at the amount calculated based on the
retirement benefit obligation and the fair value of the pension plan assets as of balance sheet date.

The retirement benefit obligation for employees is attributed to each period by the benefit formula method over the
estimated years of service of the eligible employees. Actuarial gain or loss is amortized in the year following the year in
which the gain or loss is recognized primarily by the straight-line method over a period of 5 years, which is within the
estimated average remaining years of service of employees.

('t ) Hedge accounting
(1) Method of hedge accounting

Deferral hedge accounting is applied for interest rate swap transactions.
The exceptional treatment is applied for interest rate swap transactions meeting certain conditions.
(2) Hedging instruments and hedged items
Hedging instruments: interest rate swaps
Hedged items: long-term debt subject to interest rate fluctuation risk.
(3) Hedging policy
The Company uses interest rate swaps to hedge risks from interest rate fluctuations on borrowings, only when
approved by the management.
(4) Assessment of effectiveness of hedging activities
The Company evaluates the hedge effectiveness by comparing accumulated fluctuations of the hedging instrument and
hedged item every quarter.
When the exceptional treatment is applied for interest rate swaps, the assessment of hedge effectiveness is omitted.

(u) Income taxes
Deferred income taxes are recognized based on the differences between financial reporting and the tax bases of the assets
and liabilities and are calculated using the enacted tax rates and laws which will be in effect when the differences are
expected to reverse.

(v ) Per share information
Basic net income per share is computed based on the net income available for distribution to shareholders of common
stock and weighted-average number of shares of common stock outstanding during the year. Diluted profit attributable to
owners of parent per share is computed based on the profit attributable to owners of parent available for distribution to
shareholders and average number of shares of common stock outstanding during each year after giving effect to the
dilutive potential of shares of common stock to be issued upon the conversion of convertible bonds.

Net assets per share is computed based on the net assets available for distribution to shareholders of common stock and
the number of shares of common stock outstanding at the balance sheet date. Cash dividends per share shown for each
period in the consolidated statement of income represent the dividends applicable to the respective period.

(w) Consumption taxes
Transactions subject to consumption taxes are recorded at amounts exclusive of consumption taxes. Nondeductible
consumption taxes are expensed in the consolidated financial statements.

(x ) Consolidated taxation system
The Company and its consolidated subsidiaries apply consolidated taxation system.

(y ) Adoption of tax effect accounting for the transition from the consolidated taxation system to the group tax sharing system
For items that have transitioned to the group tax sharing system and those for which the non-consolidated tax payment
system have been reviewed in line with the transition to the group tax sharing system, established under the “Act for
Partial Revision of the Income Tax Act and Other Acts” (Act No. 8 of 2020), the Company adopts the treatment set forth in
Paragraph 3 of the “Practical Solution on the Treatment of Tax Effect Accounting for the Transition from the Consolidated
Taxation System to the Group Tax Sharing System” (ASBJ Practical Issues Task Force No. 39, March 31, 2020) not to apply
provisions of Paragraph 44 of the “Implementation Guidance on Tax Effect Accounting” (ASBJ Guidance No. 28, February
16, 2018). The amounts of deferred tax assets and deferred tax liabilities are, therefore, based on provisions of the tax
code prior to the revision.
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Change in method of accounting
Subsidiaries that adopt the International Financial Reporting Standards have adopted International Financial Reporting
Standard No. 16 “Leases” (hereinafter, “IFRS 16”) from the fiscal year ended March 31, 2020. Accordingly, lessees in
principle are required to record all leases as assets and liabilities on the balance sheet. Upon adopting IFRS 16, the
Company has applied a transitional approach of recognizing cumulative effects of accounting policy changes on the date of
the initial application.
As a result, the effect on the consolidated financial statements for the current fiscal year is immaterial.
Accounting standards issued but not yet effective
Accounting Standards and Implementation Guidance on Revenue Recognition
On March 31, 2020, the Accounting Standards Board of Japan (ASBJ) issued “Accounting Standard for Revenue Recognition”
(ASBJ Statement No.29) and “Implementation Guidance on Accounting Standard for Revenue Recognition” (ASBJ Guidance
No.30).
(1) Overview
This is a comprehensive accounting standard for revenue recognition. Specifically, the accounting standard establishes
the following five-step model that will apply to revenue from customers:
1. Identify the contract(s) with a customer
2. Identify the performance obligations in the contract
3. Determine the transaction price
4. Allocate the transaction price to the performance obligations in the contract
5. Recognize revenue when(or as) the entity satisfies a performance obligation
(2) Schedule date of adoption
The Company expects to adopt the accounting standard and implementation guidance from the beginning of the fiscal
year ending March 31, 2022.
(3) Impact of the adoption of accounting standard and implementation guidance
The Company is currently evaluating the effect of the adoption of this accounting standard and implementation
guidance on its consolidated financial statements.
Accounting Standard for Fair Value Measurement and Related Implementation Guidance
The Accounting Standards Board of Japan (ASBJ) issued “Accounting Standard for Fair Value Measurement” (ASBJ
Statement No. 30), and “Implementation Guidance on Accounting Standard for Fair Value Measurement” (ASBJ Guidance
No. 31), along with related updates to “Accounting Standard for Financial Instruments” (ASBJ Statement No. 10), and
“Implementation Guidance on Disclosures about Fair Value of Financial Instruments.” (ASBJ Guidance No. 19).
(1) Overview
The ASBJ has developed an “Accounting Standard for Fair Value Measurement” and “Implementation Guidance on
Accounting Standard for Fair Value Measurement” (hereinafter collectively, the “Fair Value Measurement Standard” ),
which provide guidance for fair value measurement in order to improve comparability with internationally recognized
accounting standards. The Fair Value Measurement Standard is applied with respect to the fair value of the following items;
e Financial instruments defined in “Accounting Standard for Financial Instruments”
“Implementation Guidance on Disclosures about Fair Value of Financial Instruments” has been revised requiring
disclosure of financial instruments broken down by level in the fair value hierarchy.
(2) Scheduled date of adoption
The Company expects to adopt the accounting standards and related implementation guidance from the beginning of
the fiscal year ending March 31, 2022.
(3) Impact of adoption of revised accounting standard and related implementation guidance
The Company is currently evaluating the effect of the adoption of the accounting standards and related implementation
guidance on its consolidated financial statements.
Accounting Standard for Accounting Policy Disclosures, Accounting Changes and Error Corrections
On March 31, 2020, the ASBJ issued the revised “Accounting Standard for Accounting Policy Disclosures, Accounting
Changes and Error Corrections” (ASBJ Statement No. 24)
(1) Overview
This accounting standard has been released to provide an outline of the applicable accounting principles and
procedures in cases where directly relevant accounting standards are not available.
(2) Scheduled date of adoption
The Company expects to adopt the accounting standard from the end of the fiscal year ending March 31, 2021.
Change in presentation
(Consolidated Statement of Income)
Loss on sales of fixed assets previously presented as “other” in other expenses have been reclassified to loss on sales of
fixed assets in other expenses for the year ended March 31, 2020 in terms of the materiality of amount.
As a result, ¥1 million ($9 thousand) of “other” in other expenses previously presented in consolidated statement of income
for the year ended March 31, 2019 have been reclassified to ¥1 million ($9 thousand) of loss on sales of fixed assets in
other expenses in consolidated statement of income for the year ended March 31, 2020.
Additional information
Introduction of Board Benefit Trust
We introduced a new share-based compensation plan, a “Board Benefit Trust (BBT)” (the “Plan” ) for directors (including
executive officer, excluding outside directors; “Directors” ) based on the resolution at the 96th General Meeting of
Shareholders on June 22, 2018 for the purpose of raising awareness of contributing to the improvement of medium- to
long-term business results.
Regarding the accounting treatment for the plan, the gross method is adopted based on the “Practical Solution on
Transactions of Delivering the Company’s Own Stock to Employees, etc. through Trusts” (ASBJ Practical Issue Task Force
No.30, March 26, 2015).
(1) Outline of the Plan
The Plan is a share-based compensation plan under which our shares are acquired through a trust (the trust
established in accordance with the Plan, the “Trust” ) by using the funds contributed by us. Directors will receive our
shares as well as the amount of money equivalent to the market value of our shares (as at the date of the retirement of
Directors) through the Trust in accordance with the officer stock benefit rules formulated by us. In principle, Directors
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will receive benefits, such as our shares, on their retirement. The aggregate annual maturities of long-term debt (including current portion) outstanding as of March 31, 2020 were

(2) The Company’s shares remaining in the Trust summarized as follows:
The Company’s shares remaining in the Board Benefit Trust (BBT) are recorded by the Company as treasury stock under Year ending March 31, Millions of yen Thousands of U.S. dollars
net assets at their book value in the BBT (excluding the amount of ancillary expenses). As of March 31, 2020, the book 2021 ¥ 3,088 $ 28,375
value of the said treasury stock was ¥160 million ($1,470 thousand), and the number of shares was 43,800. 2022 1,683 15,464

Impact of COVID-19 infections 2023 2,212 20,325

As for the impact of COVID-19 infections, the Company forecasts the business environment to remain unstable in the first half 2024 1,618 14,867

of the fiscal year ending March 31, 2021 and thereafter recover gradually. Given such assumptions, the Company has produced 2025 and thereafter _ _

accounting estimates, including those for loss on impairment of fixed assets and the recoverability of deferred tax assets,
based on information available as of March 31, 2020. Amid this situation where the assumptions underpinning such estimates
are highly uncertain, consolidated financial statement results for the next fiscal year and beyond may be affected by timing as
to when the COVID-19 pandemic will subside and the impact that the pandemic will have on the economic environment.

Total ¥ 8,601 $ 79,032

Note 6. Notes receivable and payable maturing on the balance sheet date
Notes receivable and payable maturing on the balance sheet date are treated as if they were settled at the clearing date of notes.

Note 2. U.S. dollar amounts Consequently, as the balance sheet date for the fiscal year ended March 31, 2019 was a bank holiday, the following notes
The U.S. dollar amounts are stated solely for the convenience of the reader at the rate of U.S. $1.00 = ¥108.83, the approximate receivable and payable maturing on the balance sheet date were included in the amount of each balance at March 31, 2019.
rate of exchange at March 31, 2020. The translation should not be construed as a representation that the Japanese yen Jorg  rensefyen Thousands of J.5. dollars
amounts actually represent, have been or could be converted into U.S. dollars at that or any other rate. Notes receivable ¥ 190 ¥ _ $ —
Notes payable ¥ 1 ¥ — $ =
Note 3. Inventories
Inventories as of March 31, 2019 and 2020 consisted of the following: Note 7. Retirement benefits plans
Millions of yen Thousands of U.S. dollars . . . . e . . . .
2019 2020 2020 The Company and certain of its domestic consolidated subsidiaries have either funded or unfunded defined benefit pension
Finished products ¥ 3477 ¥ 2,385 $ 21,915 plans and defined contribution benefit pension plans.
Work in process 854 810 7,443 The Company has funded corporate pension fund plans and defined contribution pension plans. As a defined benefit pension
Raw materials and supplies 3,739 3,230 29,679 plan, the Company has adopted a cash balance plan. Under the cash balance plan, the plan sponsor contributes money into a
Total ¥ 8,071 ¥ 6,426 $ 59,046 plan participant’s account based on the points according to the employee’s years of service and job performance and the points

are calculated with an interest credit that reflects changes in market interest rates.

The write-downs of inventories resulting from decreased profitability for the years ended March 31, 2019 and 2020 were as i o : o ) o
Certain subsidiaries have funded and unfunded lump-sum payment plans and defined contribution pension plans. The simplified

follows: Millions of yen Thousands of U.S. dollars method is applied for the calculation of liability for retirement benefits and retirement benefit expense of certain domestic
2019 2020 2020 subsidiaries.
Cost of sales ¥ 1,215 ¥ 523 $ 4,806
The changes in the retirement benefit obligation during the years ended March 31, 2019 and 2020 were as follows:
Millions of yen Thousands of U.S. dollars
2019 2020 2020
Note 4. Reduction entries Balance at the beginning of the year ¥ 7,042 ¥ 6,530 $ 60,002
Reduction entries due to acceptance of prefectural government’s grants relating to property, plant and equipment as of March 31, Service cost 301 280 2,573
2019 and 2020 were as follows: Interest cost 45 42 386
Millions of yen Thousands of U.S. dollars Actuarial gain and loss 108 (218) (21003)
2019 2020 2020 Retirement benefit paid (969) (756) (6,947)
Land ¥ 101 ¥ 101 $ 928 Other 1 (1) ©)
Balance at the end of the year ¥ 6,530 ¥ 5,877 $ 54,002

The changes in plan assets during the years ended March 31, 2019 and 2020 were as follows:
Note 5. Short-term loans payable and long-term debt

Millions of yen Thousands of U.S. dollars
Short-term loans payable and long-term debt as of March 31, 2019 and 2020 consisted of the following: — 2019 Ay 2020
Short-term loans payable Millions of yen Thousands of U.S. dollars Balance at the beginning of the year ¥ 8,443 ¥ 7,696 $ 70,716
2019 2020 2020 Expected return on plan assets 152 138 1,268
Average interest rate on short-term loans payable, principally from banks, is 0.48% Actuarial gain and loss (259) (341) (3,133)
Secured ¥ 4,400 ¥ 2,000 $ 18,377 Contributions by the Company 324 183 1,682
%?tSaeICUFEd ¥ 1;82;32 ¥ glggi $ gé’%g Retirement benefits paid (963) (747) (6,864)
. — s - Balance at the end of the year ¥ 7,696 ¥ 6,929 $ 63,668
Long-term debt Millions of yen Thousands of U.S. dollars
2019 2020 2020 The funded status of the plans and the amounts recognized in the consolidated balance sheet as of March 31, 2019 and 2020
Average interest rate on long-term debt, principally from banks, is 0.92% were as follows:
Secured ¥ 31598 ¥ 31223 $ 29/615 Millions of yen Thousands of U.S. dollars
Unsecured 3,018 5,378 49,417 2019 2020 2020
Less: portion due within one year (2,015) (3,088) (28,375) Funded retirement benefit obligation ¥ 6,509 ¥ 5,855 $ 53,800
Total ¥ 4,601 ¥ 5,513 $ 50,657 Plan assets at fair value (7,696) (6,929) (63,668)
The assets pledged as collateral for short-term and long-term debt as of March 31, 2019 and 2020 were summarized as follows: (1,187) (1,074) (9,869)
Millions of yen Thousands of U.S. dollars Unfunded retirement benefit obligation 21 22 202
2019 2020 2020 Net liability for retirement benefits in the balance sheet (1,165) (1,051) (9,657)
(1) Factory foundation
Buildings : ¥ 1,180 ¥ 1,107 $ 10,172 Liability for retirement benefits 53 62 570
#":ochhr:gearr’: daggﬁzgr;fr'ﬁft — 1;2 1?8 - gﬁ Asset for retirement benefits (1,219) (1,114) (10,236)
Land 556 56 2,352 Net liability for retirement benefits in the balance sheet ¥ (1,165) ¥ (1,051) $ (9,657)
Total ¥ 1,642 ¥ 1,535 $ 14,105
(2) Other
Buildings ¥ 205 ¥ 228 $ 2,095
Tooling and office furniture 2 1 9
Land 39 39 358
Total ¥ 246 ¥ 269 $ 2,472
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The components of retirement benefit expense for the years ended March 31, 2019 and 2020 were as follows:

Millions of yen Thousands of U.S. dollars
2019 2020 2020
Service cost ¥ 301 ¥ 283 $ 2,600
Interest cost 45 42 386
Expected return on plan assets (152) (138) (1,268)
Amortization of actuarial gain and loss (246) (63) (579)
Retirement benefit expense ¥ (51) ¥ 124 $ 1,139

The components of retirement benefits asset and liability adjustments included in other comprehensive income (before tax
effect) for the years ended March 31, 2019 and 2020 were as follows:

Millions of yen Thousands of U.S. dollars
2019 2020 2020
Actuarial gain and loss ¥ (614) ¥ (188) $ (1,727)

The components of retirement benefits asset and liability adjustments included in accumulated other comprehensive income
(before tax effect) as of March 31, 2019 and 2020 were as follows:

Millions of yen Thousands of U.S. dollars

2019 2020 2020
Unrecognized actuarial gain and loss ¥ 8 ¥ (179) $ (1,645)
The fair value of plan assets, by major category, as a percentage of total plan assets as of March 31, 2019 and 2020 were as
follows:

2019 2020
Bonds 4.5% 4.1%
Stocks 37.9 34.6
Life insurances 36.8 38.5
Funds 16.0 9.8
Other 4.8 13.0
Total 100.0% 100.0%

1. The total plan assets include retirement benefit trusts which constitute 12.5% for the year ended March 31, 2019 and 10.5%
for the year ended March 31, 2020.

2. The expected rates of return on plan assets has been estimated based on the anticipated allocation of plan assets to each asset
category and the expected long-term returns on plan assets held in each category.

The required contributions to the defined contribution plans by the Company and its consolidated subsidiaries for the years ended
March 31, 2019 and 2020 amounted to ¥89 million and ¥86 million ($790 thousand), respectively.

Assumptions to calculate the actuarial present value of the benefit obligation and the expected return on plan assets as of March
31, 2019 and 2020 were as follows:

2019 2020
Discount rate 0.6% 0.6%
Re-evaluation rate 0.84% 0.71%
Expected rates of return on plan assets 2.0% 2.0%

Note 8. Net assets

Information regarding changes in net assets for the years ended March 31, 2019 and 2020 was as follows:
1. Shares issued and outstanding / Treasury stock

2019 2020
Number of Number of Number of Number of
shares at April shares at March  shares at April shares at March
Types of shares 1, 2018 Increase Decrease 31, 2019 1, 2019 Increase Decrease 31, 2020
Shares issued:
Common stock 75,000,000 — 67,500,000 7,500,000 7,500,000 = — 7,500,000
Treasury stock:
Common stock 8,899,759 147,708 8,027,984 1,019,483 1,019,483 48,026 4,600 1,062,909

The Company’s shares remaining in the Board Benefit Trust (BBT) are included in treasury stock (43,800 shares at March 31, 2019
and 2020).
Number of shares
1. Details of the decrease of shares issued are as follows: 2019 2020

Decrease due to consolidation of shares 67,500,000 —

2. Details of the increase of treasury stock are as follows:

Increase due to purchase of shares 125,900 46,800
Increase due to purchase of shares of less than standard unit 20,981 573
Increase due to purchase of fraction of shares 466 =
Increase in shares held by affiliates accounted for by the equity method 361 653

3. Details of the decrease of treasury stock are as follows:

Decrease due to consolidation of shares 8,025,253 =
Decrease due to sales of shares of less than standard unit 2,731 =
Decrease due to sales of shares held by subsidiaries — 4,600
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2. Dividends
(1) Dividends paid
2019
Total dividends  Dividends per share
Resolution Type of shares (Millions of yen) (Yen) Cut-off date Effective date
Shareholders’” meeting on Common
June 23, 2018 Stk 264 4 March 31,2018  June 25, 2018
2020 2020
Total dividends
Total dividends  Dividends per share (Thousands of  Dividends per share
Resolution Type of shares  (Millions of yen) (Yen) Cut-off date Effective date U.S. dollars) (U.S.dollars)
Shareholders’ meeting on Common
June 25, 2019 stock 326 50 March 31, 2019 June 26, 2019 2,995 0.46
(2) Dividends with the cut-off date in the year ended March 31, 2019 and the effective date in the year ending March 31, 2020
2019
Total dividends  Dividends per share
Resolution Type of shares Source of dividends (Millions of yen) (Yen) Cut-off date Effective date
Shareholders’ :
meetingon  common - Retained 326 50 March 31,2019  June 26, 2019

June 25, 2019 stock earnings

Dividends with the cut-off date in the year ended March 31, 2020 and the effective date in the year ending March 31, 2021

2020 2020
Total dividends
Total dividends  Dividends per share (Thousands of  Dividends per share

Resolution Type of shares Source of dividends (Millions of yen) (Yen) Cut-off date Effective date U.S. dollars) (U.S.dollars)
Shareholders’ .

meetingon  common - Retained 259 40 March 31,2020  June 24, 2020 2,380 0.37

stock earnings
June 23, 2020

1. The Company carried out a consolidation of share at the ratio of 10 shares to 1 share on October 1, 2018 and dividends per
share was calculated taking into the effect of the consolidation of share

2. Dividends of the Company’s shares remaining in the Board Benefit Trust (BBT) are included in total dividends based on the
resolution at shareholders’ meeting on June 23, 2020.

Note 9. Research and development costs

Research and development costs included in cost of sales and selling, general and administrative expenses for the years ended
March 31, 2019 and 2020 amounted to ¥2,982 million and ¥2,845 million ($ 26,142 thousand), respectively.

Note 10. Selling, general and administrative expenses
Major elements of selling, general and administrative expenses for the years ended March 31, 2019 and 2020 were as follows:

Millions of yen Thousands of U.S. dollars
2019 2020 2020
Salaries and wages of employees ¥ 4,395 ¥ 3,833 $ 35,220
Provision for bonus 317 261 2,398
Provision for directors’ and officers’ bonus — 0 0
Retirement benefit cost 26 81 744
Provision for directors' and officers' retirement benefits 3 0 0
Provision for doubtful accounts 6 (2) (18)

Note 11. Gains and losses of fixed assets

The components of gains and losses of fixed assets for the years ended March 31, 2019 and 2020 were as follows:
Gains on sales of fixed assets

Millions of yen Thousands of U.S. dollars
2019 2020 2020
Buildings ¥ 91 ¥ ©) $ 83
Machinery and vehicles 15 28 257
Tooling and office furniture 12 10 92
Land 1,198 41 377
Total ¥ 1,317 ¥ 90 $ 827
Loss on sales of fixed assets
Millions of yen Thousands of U.S. dollars
2019 2020 2020
Buildings ¥ — ¥ 17 $ 156
Machinery and vehicles 0 18 165
Tooling and office furniture 1 1 9
Total ¥ 1 ¥ 36 $ 331
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Loss on disposal of fixed assets The Company’s assets for business operations are categorized into groups on a division-by-division basis and the Company’s
Millions of yen Thousands of U.S. dollars rental property on an individual property basis, whereas consolidated subsidiaries’ assets for business operations are categorized

Buildings ¥ 201942 ¥ 2020 7 5 202064 into groups on a subsidiary-by-subsidiary basis and their rental property on an individual property basis.

- - Of the above asset groups, because the CS Division, SCI Division, Research & Development Center, SMK Manufacturing, Inc., SMK
Machlnery and-vehlcle.s 147 52 478 Electronica S.A. de C.V., SMK Electronics (Dongguan) Co. Ltd. and SMK Electronics (Phils.) Corporation suffered declining trends in
Tooling and office furniture 9 12 110 net sales and income due to intense price competition in the market, the future cash flows from their asset groups were
Intangible asset 0 0 0 estimated after revising their business plans. As a result, it was found that they could not generate sufficient earnings to recover
Total ¥ 199 ¥ 72 $ 662 the carrying value of the asset groups, and therefore their book value was reduced to the recoverable amounts. As for SMK-

LOGOMOTION Corporation, because operating loss has been recorded continually and future plan was not certain, its book value
was reduced to the recoverable amount.
. . . The recoverable amount of the asset group of the CS Division, SCI Division, Research & Development Center, SMK Manufacturing,
Note 12. Loss on impairment of fixed assets Inc., SMK Electronica S.A. de C.V. and SMK-LOGOMOTION Corporation were measured at value in use, and since no future cash
An impairment loss is recognized when the carrying amount of an asset exceeds undiscounted future net cash flows which are flows are expected, the full amount of the book value of the fixed assets regarding this business is recorded as impairment loss.
expected to be generated by such asset. The impairment loss is measured by the amount by which the carrying amount of the The recoverable amount of the asset group of SMK Electronics (Dongguan) Co. Ltd was measured at value in use, which was
asset exceeds its recoverable amount being the higher of the discounted future net cash flows or net realizable value. calculated by discounting future cash flows at 13.0%. The recoverable amount of the asset group of SMK Electronics (Phils.)
For the year ended March 31, 2019, impairment losses were recognized for the following assets. Corporation was measured at value in use, which was calculated by discounting future cash flows at 10.3%.
Mlllloznoslogf yen
Machinery Tooling
and and office Intangible
Asset group Location Use Buildings vehicles furniture Land assets Other Total Note 13. Income taxes
TP Division Japan ;I'oup_h panelproduction y 5y 43 y 4 ¥y — ¥y 0 ¥ — ¥ 18 Income taxes applicable to the Company and its domestic subsidiaries comprised corporation, inhabitants’ and enterprise taxes
acilities L ) . o
Remote controls/Unit which, in _thg aggregate, resulted in statutory tax rates of approxmately 30.5% for the year ended March 31, 2019.
SMK Hungary Kft. Hungary 47 — — 14 — — 62 A reconciliation between the statutory tax rate and the effective tax rate for the year ended March 31, 2019 was as follows. For

production facilities

Remote controls the year ended March 31, 2020, note is omitted because it became loss before income taxes.
SMK Electronics (Phils.) Philinpi duction faciliti d 55 8 4 68 2019 2020
Corporation ilippines production facilities an — - —
other Statutory tax rate 30.5% —%
Total ¥ 102 ¥ 21 ¥ 4 ¥ 14 ¥ 0 ¥ 4 ¥ 148 Items such as entertainment expenses permanently non-deductible for tax purposes 10.6 =
For the year ended March 31, 2020, impairment losses were recognized for the following assets. Items SU,Ch as d'Y'dend income permanently non-taxable (238.5) —
Millions of yen Change in valuation allowance 307.3 _
- 2020 Tax credit for R&D expenses (24.5) =
) . Ma(;l’;gery aggogfrtligce Construction  Intangible Foreign withholding taxes 7.8 -
Asset group Location Use Buildings vehicles furniture in progress assets Total Inhabitant tax on per capita basis 7.0 —
i Connector/Jack _ _ : : Jiar _
CS Division Japan production facilities ¥ 8 ¥ 995 ¥ 194 ¥ ¥ ¥ 1,197 Eratytozy taXfrj_te?ddlffjr_ences in subsidiaries 2?43“3)
. Touch panel production Imination or dividend income . —
SCI Division Japan facilitiez P 0 0 1 - - 2 Accumulated surplus of subsidiaries (21.9) —
Research & Development Wireless module _ _ Other (0.9) =
Center Japan production facilities & L o o Effective tax rate 374.8% A
) Remote controls/Unit
SMK Manufacturing, Inc. U.S.A. production faci“t{es 0 17 9 1 0 30 The significant components of deferred tax assets and liabilities at March 31, 2019 and 2020 were as follows:
SMK Electronica S.A. de . Remote controls/Unit Millions of yen Thousands of U.S. dollars
CV. Mexico production facilities 0 2 0 1 2 6 2019 2020 2020
Deferred tax assets:
Connector/Jack -
SMK Electronics China  Production facilities _ 904 173 _ _ 1077 Inventory write-down ¥ 352 ¥ 358 $ 3,290
(Dongguan) Co., Ltd. Switch/Remote controls/ ! Accrued bonuses 198 180 1,654
$n't ﬁroduclt/lgn fact'"t'es Intercompany profit on inventory 63 52 478
: : ouch panel/Remote — ; .
gMK Eletc_tronlcs (Phils.) Philippines controls production 174 422 o - . 597 Liability for retirement benefits 8 8 74
orporation facilities Allowance for doubtful accounts 41 38 349
EMK—LOS_OMOTION Japan  Others _ _ 0 _ _ 0 Impalrment loss 877 1,248 11,467
orporation Operating loss carryforwards for tax purposes 1,566 1,790 16,448
Total ¥ 183 ¥ 2,380 ¥ 382 ¥ 3 ¥ 2 ¥ 2,953 Other 480 529 4,861
Thousa”dszg‘;g-s- dollars Total gross deferred tax assets 3,589 4,207 38,657
Machinery Tooling Valuation allowance for net operating loss carryforwards (1,477) (1,782) (16,374)
d d Constructi Intangibl : ; ;
Asset group Location Use Buildings ve%ri]cles ofﬁceafﬂrniture ign;rgggelgsn naasrs]tgtls © Total Valuat|on.allowance for deductible temporary differences (1,703) (1,937) (17,798)
L Connector/Jack _ _ Total valuation allowance (3,180) (3,720) (34,182)
CS Division Japan S duction facilities $ 74 $ 9,143 $ 1,783 $ $ $ 10,999 Total deferred tax assets 409 487 4,475
SCI Division Japan  fouch panel production 0 0 9 _ _ 18
R & Devel . Wirel o Deferred tax liabilities:
esearc evelopmen ireless module _ . - -
Center Japan production facilities 349 9 0 368 Assfet fodr ret.lremelnt Ctl)eneﬁts (3(72; (3(40§ (36124;
] Remote controls/Unit Deferred gain on lan 36 36 331
SMK Manufacturing, Inc. U.S.A. production facilities 0 156 83 2 0 276 Advanced depreciation on buildings (6) (6) (55)
SMK Electronica S.A. de Mexico Remote‘contro_l_s[Unit 0 18 0 9 18 55 Reserve for special depreciation (12) (8) (74)
CV. production facilities Net unrealized gains on other securities (118) (37) (340)
SMK Electronics ) g?(?dnfccttiggﬂfggﬁities Accumulated surplus of foreign subsidiaries (206) (107) (983)
(Dongguan) Co,, Ltd. ~ CMN@  gyitch/Remote controls/ - 8,307 1,590 - - 9,896 Valuation difference on subsidiaries (311) (309) (2,839)
Unit production facilities Other (27) (32) (294)
i i Touch panel/Remote Deferred tax liabiliti 1,093 878 8,068
SMK Electronics (Phils.) oy . _ _ _ rred tax liabilities (1,093) (878) (8,068)
Corporation Philippines controls production 1,599 3,878 By Net deferred tax assets ¥ (684) ¥ (391) $ (3,593)
SMK-LOGOMOTION
Corporation Japan  Others — — 0 — — 0
Total $ 1,682 $21,869 $ 3,510 $ 28 $ 18 $27,134
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1. Valuation allowance has increased ¥539 million ($ 4,953 thousand). This increase is due to the additional recognition of
valuation allowance for impairment loss in SMK Corporation ¥175 million ($ 1,608 thousand), valuation allowance for net
operating loss carryforwards in SMK Corporation ¥151 million ($ 1,387 thousand) and valuation allowance for net operating
loss carryforwards in subsidiaries ¥154 million ($ 1,415 thousand).

2. A breakdown of net operating loss carryforwards and valuation allowance by expiry date as of March 31, 2019 and 2020 is as

Note 15. Amounts per share

1. The Company carried out a consolidation of share at the ratio of 10 shares to 1 share on October 1, 2018. Basic earnings per
share have been calculated on the assumption that the said consolidation of share was carried out at the beginning of the year
ended March 31, 2019.

2. In the calculation of loss per share, the Company’s shares remaining in the Board Benefit Trust (BBT), which are recorded as
treasury stock under shareholders’ equity, are included in the treasury stocks that are deducted in the calculation of the
number of shares as of March 31, 2019 and 2020 and the average number of shares for the year ended March 31, 2019 and
2020. In the calculation of total net assets per share, the said treasury stock deducted as of March 31, 2019 and 2020 is
43,800 and 43,800, respectively. In the calculation of loss per share, the said treasury stock deducted for the year ended
March 31, 2019 and 2020 is 27,375 and 43,800, respectively.

3. Loss attributable to owners of parent per share of common stock is based on the following information

Millions of yen Thousands of U.S. dollars
2019 2020 2020

Basic loss attributable to owners of parent per share:

Loss attributable to owners of parent ¥ (834) ¥ (2,651) $ (24,359)

follows:
Millions of yen
Due after Due after Due after Due after
Due in one year two years three years four years
one year through through through through Due after
2019 or less two years three years four years five years five years Total
Net operating loss carryforwards (a) ¥ 0 ¥ 9 ¥ 15 ¥ 1 ¥ 4 ¥ 1,534 ¥ 1,566
Valuation allowance (0) 9) (15) (1) (4) (1,445) (1,477)
Deferred tax assets ¥ — ¥ — ¥ — ¥ — ¥ — ¥ 88 ¥ 88
Millions of yen
Due after Due after Due after Due after
Due in one year two years three years four years
one year through through through through Due after
2020 or less two years three years four years five years five years Total
Net operating loss carryforwards (a) ¥ 8 ¥ 13 ¥ 1 ¥ 4 ¥ 189 ¥ 1,573 ¥ 1,790
Valuation allowance (8) (13) (1) (4) (189) (1,566) (1,782)
Deferred tax assets ¥ — ¥ — ¥ — ¥ — ¥ — ¥ 7 ¥ 7
Thousands of U.S. dollars
Due after Due after Due after Due after
Due in one year two years three years four years
one year through through through through Due after
2020 or less two years three years four years five years five years Total
Net operating loss carryforwards (a) $ 74 $ 119 $ 9 $ 37 $ 1,737 $ 14,454 $ 16,448
Valuation allowance (74) (119) (9) (37) (1,737) (14,389) (16,374)
Deferred tax assets $ — $ — $ — $ — $ - 3 64 $ 64

(a) The amount is determined by multiplying the corresponding net operating loss carryforwards by the effective statutory tax rate.

Note 14. Other comprehensive income

The following table presents reclassification adjustments and tax effects allocated to each component of other comprehensive
income for the years ended March 31, 2019 and 2020.

Millions of Yen Thousands of U.S. dollars
2019 2020 2020

Net unrealized gains (losses) on other securities:

Amount arising during the year ¥ 145 ¥ (275) $ (2,527)

Reclassification adjustments for gains and losses included in (193) 5 18

profit attributable to owners of parent

Amount before tax effect (48) (272) (2,499)

Tax effect 15 81 744

Net unrealized gains (losses) on other securities (33) (191) (1,755)
Net unrealized gains (losses) from hedging instruments:

Amount arising during the year (7) (18) (165)

Reclassification adjustments for gains and losses included in 9 7 64

profit attributable to owners of parent

Amount before tax effect 2 (10) (92)

Tax effect — = =

Net unrealized gains (losses) from hedging instruments 2 (10) (92)
Foreign currency translation adjustments:

Amount arising during the year (119) (272) (2,499)

Reclassification adjustments for gains and losses included in _ _ _

profit attributable to owners of parent

Amount before tax effect (119) (272) (2,499)

Tax effect (0) 3 28

Foreign currency translation adjustments (119) (268) (2,463)
Retirement benefits asset and liability adjustments:

Amount arising during the year (368) (124) (1,139)

Droft stiributable 15 owners of parent - oc> ncluded In (246) (63) (579)

Amount before tax effect (614) (188) (1,727)

Tax effect 184 55 505

Retirement benefits asset and liability adjustments (430) (132) (1,213)

Total other comprehensive income ¥  (580) ¥ (603) $ (5,541)
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Loss attributable to owners of parent not attributable to
common stockholders

Loss attributable to owners of parent attributable to common
stock P (834) (2,651) (24,359)
Thousands of shares
2019 2020
Average number of shares of common stock outstanding during 6,598 6.452

the year

Note 16. Financial instruments

(1) Policy for financial instruments
The Company and consolidated subsidiaries manage temporary cash surpluses through low-risk financial assets.
The Company and consolidated subsidiaries raise funds through bank borrowings.
The Company and consolidated subsidiaries use derivatives for the purpose of reducing risk and do not enter into derivatives
for speculative or trading purposes.

(2) Types of financial instruments and related risk
Trade receivables - trade notes and accounts receivable — are exposed to credit risk in relation to customers. Regarding this
risk, the credit management is executed periodically.
Marketable securities and investment securities are exposed to market risk. The fair value of those securities is reported in a
board meeting periodically.
Substantially all trade payables - trade notes and accounts payable — have payment due dates within one year.
Short-term loans payable are raised mainly in connection with business activities, and the repayment dates of long-term debt
extend up to five years from the balance sheet date. Long-term debt with variable interest rates is exposed to interest rate
fluctuation risk. However, to reduce such risk and fix interest expense for long-term debt bearing interest at variable rates, the
Company and consolidated subsidiaries utilizes interest rate swap transactions as a hedging instrument. Information regarding
the method of hedge accounting, hedging instruments and hedged items, hedging policy, and the assessment of effectiveness
of hedging activities is found in Note 1 (t).
Execution and management of derivatives transactions are carried out in accordance with the company rules specifying the
transaction authority. In addition, in order to alleviate credit risk, derivative transactions are restricted to banks with high
credit ratings. Although operating liabilities and loans payable are exposed to liquidity risk, the Group’ s companies are able to
manage it by using methods such as preparing monthly cash management plans.

(3) Additional information regarding fair value of financial instruments
Fair value of financial instruments includes the value based on the market price. In addition, if such information is absent,
reasonable assessments of their value are included. Furthermore, the contract amounts, etc. relating to derivatives
transactions are described in Note 18. Derivatives themselves do not serve as indicators of market risk involved in derivatives
transactions.

Information regarding fair value of financial instruments at March 31, 2019 and 2020 was summarized as follows:

Millions of yen Thousands of U.S. dollars
2019 2020 2020

Book value Fair value Difference Book value Fair value Difference Book value Fair value Difference
Cash and cash equivalents ¥10,776  ¥10,776 ¥ —  ¥10,437 ¥10,437 ¥ — $95,902 $95902 $ =
Time deposits 112 112 — 77 77 = 708 708 =
plotes and accounts receivable, 14,496 14,49 — 12332 12,332 — 113314 113,314 -
Investment securities 1,926 1,926 - 1,651 1,651 — 15,170 15,170 —
Notes and accounts payable, trade 5,301 5,301 - 5,101 5,101 - 46,871 46,871 -
Short-term loans payable 12,248 12,248 - 6,551 6,551 = 60,195 60,195 =
Accounts payable, non-trade 1,491 1,491 - 1,468 1,468 - 13,489 13,489 -
Long-term debt 6,616 6,595 (21) 8,601 8,569 (32) 79,032 78,737 (294)
Derivatives (18) (18) - (21) (21) - (193) (193) -

Long-term debt includes current portion of long-term debt recorded as short-term loans payable in the consolidated balance
sheets.

The assets and liabilities arising from derivatives are shown on a net basis with the amount in parentheses representing a net
liability position.
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1.Methods to determine the estimated fair value of financial instruments and other matters related to securities and derivative Note 18. Derivatives
transactions
Cash and cash equivalents, time deposits, and notes and accounts receivable, trade
Since these items are settled in a short period of time, their carrying value approximates fair value.
Investment securities
The fair value of stocks is based on quoted market prices.
Short-term loans payable, notes and accounts payable, trade and accounts payable, non-trade
Since these items are settled in a short period of time, their carrying value approximates fair value.
Long-term debt
The fair value of long-term debt is based on the present value of the total of principal and interest discounted by the interest
rate to be applied if similar new loans were entered into.

As a matter of policy, the Company does not speculate in derivative transactions. The Company does not anticipate
nonperformance by any of the counterparties to the derivative transactions, all of whom are leading domestic financial institutions
with high bond ratings.

In accordance with the Company’s policy, the accounting department controls derivative transactions and requires approval by
the director responsible for accounting and the representative directors of the Company. The director who has the responsibility
to control the performance and the related risks connected with derivatives reports these to the Management Committee of the
Company.

The Company uses interest rate swaps to hedge the risks from interest rate fluctuations on borrowings. The exceptional method
of hedge accounting is used to account for those transactions.

L (Currency related) Millions of yen Thousands of U.S. dollars
Derivatives i ) ) Contract i Unrealized
Please refer to Note 18. Derivatives of the notes to the consolidated financial statements. i Contract amount Fair value Unrealized gain (loss) ~_ amount  Fair value gain (loss)

Forward foreign exchange contracts: 2019 2020 2019 2020 2019 2020 2020 2020 2020
2.Financial instruments whose fair value is extremely difficult to determine Sell: US$ / Buy: Yen ¥ 1,064 ¥ 744 ¥ (11) ¥ (1) ¥ (A1 ¥ (1) $ 6,836 $ ) $ ©)
Millions of yen Thousands of U.S. dollars Sell: US$ / BUY: EUR _ 59 _ (O) _ (0) 542 (O) (0)
. — 2019 2020 2020 Sell: US$ / Buy: GBP 14 30 0 (0) 0 (0) 276 (0) (0)
Unlisted securities ¥ 622 ¥ 841 $ 7,728 Total ¥ 1,079 ¥ 834 ¥ (11) ¥ (1) ¥ (11) ¥ (1) $ 7,663 $ ) $ 9)

Unlisted securities are not included in the investment securities because there were no quoted market prices available and the fair

(1) Calculation of fair value
value is extremely difficult to determine.

The fair value is calculated by the forward exchange rate.

(2) Derivative transactions to which hedge accounting was applied are excluded from the above table.
3.The schedules for redemption of monetary assets and securities with maturities

(Interest related) Millions of yen Thousands of U.S. dollars
Millions of yen Thousands of U.S. dollars Contract Due after
2019 2020 2020 Contract amount Due after one year Fair value amount one year  Fair value
Due after  Due after Due after  Due after Due after  Due after 2019 2020 2019 2020 2019 2020 2020 2020 2020
Due in c;ﬂe yeahr ﬁt\f yea':s Due in c;ﬂe yeahr ﬁt\f yea':s Due in c;ﬂe yea}lqr ﬁt\ﬁe yea':s Interest rate swaps ¥ 1872 M o . 4 ¥ 7 7 ¥ 1 4 58,22 1
one year rou rou one year rou rou one year rou rou .
or Iéss five ye%rs ten yegrs or I\éss five ye%rs ten yegrs or Iéss five ye%rs ten yegrs (Deferral hedge accounting) 8 Sl /00 3.0 % (18) $45,980 $28,228 3 (165)
Cash equivalents and time deposits ¥10,879 ¥ — ¥ —  ¥10,506 ¥ — ¥ — $ 96,536 $ - 3 = %E;?:;esttigggelz tsr\g:tprflent) ¥ 1,240 ¥ 600 ¥ 600 ¥ — ¥ — ¥ — $ 5513 $ — % _
Notes and accounts receivable, 14,496 _ _ 12332 _ _ 113314 _ _ P
trade ! 1 ' ) )
(1) Calculation of fair value
Total ¥25376 ¥ - ¥ — ¥22839 ¥ - ¥ — $209859 $ - ¢ - The fair value is calculated by the forward interest rate.

(2) Regarding interest rate swaps to which the exceptional treatment applied, they are accounted for as if they were an integral
part of the hedged long-term debt, and their fair value is included in the fair value of long-term debt in Note 16.

Note 17. Securities

Information regarding securities classified as other securities at March 31, 2019 and 2020 was summarized as follows:

Millions of yen Thousands of U.S. dollars Note 19. Investment and rental property
2019 2020 2020 ) . - .
Book Unrealized Book Unrealized Book Unrealized Thg profit of investment and rental prqperty for the year ended March 31, 2019 amounted to ¥520 million and the gain on sales
value Acquisition gain (loss) value Acquisition gain (loss) value Acquisition gain (loss) of fixed assets amounted to ¥1,288 million.

Securities whose book value exceeds

The profit of investment and rental property for the year ended March 31, 2020 amounted to ¥491 million ($4,512 thousand),
their acquisition

the gain on sales of fixed assets amounted to ¥50 million ($459 thousand) and the loss on sales of fixed assets amounted to ¥17

Stocks ¥ 1,501 ¥ 982 ¥ 519 ¥ 1,288 ¥ 960 ¥ 327 $11,835 $ 8,821 $ 3,005 million ($156 thousand).
Subtotal 1,501 982 519 1,288 960 327 11,835 8,821 3,005 Information on the fair value of investment and rental property at March 31, 2019 and 2020 was summarized as follows:
Securities whose acquisition exceeds Millions of yen Thousands of U.S. dollars
their book value 2019 : 2020 i 2020 i
Stocks 424 527 (102) 363 546  (182) _ 3,335 5017 (1,672) ‘beginning. endofthe end ofthe  beainning endotthe end ofthe  beginning endorthe  end of the
Subtotal 424 527 (102) 363 546 (182) 3,335 5,017 (1,672) of the year Net change year year of the year Net change year year of the year Net change year year
Total ¥ 1,026 ¥ 1,509 ¥ 416 ¥ 1,651 ¥ 1,506 ¥ 144 $15,170 $13,838 $ 1,323 ¥ 7,603 (¥ 1,200) ¥ 6,402 ¥ 12541 ¥ 6,402 ¥ 534 ¥ 6,936 ¥ 14305 $ 58,826 $ 4,907 ¢ 63,732 $131,444
Unlisted stocks of ¥347 million at March 31, 2019 and ¥532 million ($4,888 thousand) at March 31, 2020 are not included in the 1. The fair value represents the acguisition cost less accumulated depreciation. . . . L
above table because there were no quoted market prices available and the fair value is extremely difficult to determine. 2. The components of net change in book value for the year ended March 31, 2019 included increases mainly due to acquisitions
in the amount of ¥57 million and decrease mainly due to sales and disposal of fixed assets ¥1,182 million and depreciation
Investment securities in unconsolidated subsidiaries and affiliates are as follows: ¥149 r.n.llllon'. The components of net F:Ijange in book value for the year er'u.jed.March 31, 2020 mcludeq increases mamly due to
Millions of yen Thousands of U.S. dollars acquisitions in the amount of ¥578 million ($5,311 thousand) and reclassifications from assets for business operation ¥147
2019 2020 2020 million ($1,351 thousand), and decrease mainly due to sales and disposal of fixed assets ¥50 million ($459 thousand) and
Investment securities ¥ 275 ¥ 308 $ 2,830 depreciation ¥142 million ($1,305 thousand).
Information regarding sales of securities classified as other securities for the years ended March 31, 2019 and 2020 was as 3. The fair value is mainly based upon the amount appraised by outside independent real estate appraisers.
follows:
Millions of yen Thousands of U.S. dollars
2019 2020 2020
Proceeds from sales of securities ¥ 241 ¥ — $ —
Stocks 241 — —
Gains on sales 195 = =
Stocks 195 = =
Losses on sales 1 — —
Stocks 1 — —
Impairment of investment securities classified as other securities for the years ended March 31, 2019 and 2020 were as follows:
Millions of yen Thousands of U.S. dollars
2019 2020 2020
Stocks ¥ 86 ¥ 23 $ 211
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Note 20. Segment information

(Overview)

The reporting segments of the Company and consolidated subsidiaries are designed as business segments whose segregated
financial information can be obtained and to which the management reviews to decide on the allocation of managerial and
financial resources and to evaluate their financial performance.

The Company and consolidated subsidiaries are primarily engaged in the three divisions as follows;

CS (Connection System) Division: The division produces and sells connectors and jacks.

SCI (Sensing, Communications and Interface) Division: The division produces and sells remote controls, switches, camera
modules and touch panel.

Research & Development Center: The center produces and sells wireless module.

(Changes in reporting segments)

In line with changes in the company organization as of April 1, 2019, the reporting segments were changed from “CS Division” ,
“FC Division”, “TP Division” and “Research & Development Center” to “CS Division”, “SCI Division” and “Research & Development
Center”.

Also, the segment information of the previous fiscal year has been presented based on the classification and calculation methods
after the change to the reporting segments.

The business segment information is prepared in @ manner similar to the accounting treatment as described in Note 1. Segment
performance is evaluated based on operating income or loss.

1. Business segment information
Millions of yen

Reporting Segments
Research &

CS SCI Development

2019 Division Division Center Subtotal Other Total Adjustment Consolidated
Net sales

Outside customers ¥ 21,712 ¥ 35,180 ¥ 471 ¥ 57,365 ¥ 21 ¥ 57,386 ¥ — ¥ 57,386

Intersegment sales - - - - - - - -

Total 21,712 35,180 471 57,365 21 57,386 - 57,386
Operating income (loss) 258 (862) (316) (919) (914) (1,834) - (1,834)
Identifiable assets 12,944 21,387 341 34,673 7,636 42,309 16,403 58,713
Others

Depreciation 1,869 1,588 15 3,472 191 3,664 - 3,664

Increase in fixed assets and 1,993 2,212 16 4,222 64 4,287 - 4,287

intangible fixed assets

Millions of yen

Reporting Segments
Research &

Cs SCI Development
2020 Division Division Center Subtotal Other Total Adjustment Consolidated
Net sales
Outside customers ¥ 18,670 ¥ 35,137 ¥ 281 ¥ 54,088 ¥ 73 ¥ 54,161 ¥ — ¥ 54,161
Intersegment sales = = = = = = = =
Total 18,670 35,137 281 54,088 73 54,161 = 54,161
Operating income (loss) 141 10 (279) (127) (117) (244) - (244)
Identifiable assets 9,791 16,856 247 26,895 7,272 34,168 16,036 50,204
Others
Depreciation 1,704 1,387 23 3,115 176 3,292 = 3,292
fg‘gﬁgﬁj on fixed assets and 1,633 722 1 2,357 639 2,996 _ 2,996
Thousands of U.S. dollars
Reporting Segments
Research &
Cs SCI Development
2020 Division Division Center Subtotal Other Total Adjustment Consolidated
Net sales
Outside customers $ 171,552 $ 322,861 $ 2,582 $ 496,995 $ 671 $ 497,666 $ — $ 497,666
Intersegment sales = = = = = = = =
Total 171,552 322,861 2,582 496,995 671 497,666 = 497,666
Operating income (loss) 1,296 92 (2,564) (1,167) (1,075) (2,242) = (2,242)
Identifiable assets 89,966 154,884 2,270 247,129 66,820 313,958 147,349 461,307
Others
Depreciation 15,657 12,745 211 28,623 1,617 30,249 = 30,249
Increase in fixed assets and 15,005 6,634 9 21,658 5,872 27,529 _ 27,529

intangible fixed assets

Other is business segments not included in the reportable segments. It includes other parts, leasing, property rental and worker
dispatch businesses.
Adjustment includes corporate assets which are not allocable to the reportable segments.
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2.Geographical information
(1) Net sales

Millions of yen

2019 Asia North America )

Japan China Other US.A. Other Europe  Consolidated
Net sales ¥ 15,754 ¥ 12,605 ¥ 6,867 ¥ 18,372 ¥ 791 ¥ 2,995 ¥ 57,386

Millions of yen

2020 Asia North America :

Japan China Other U.S.A. Other Europe  Consolidated
Net sales ¥ 15688 ¥ 10,699 ¥ 5,605 ¥ 19,002 ¥ 857 ¥ 2,307 ¥ 54,161

Thousands of U.S. dollars

2020 Asia NorthAmerica :

Japan China Other USA. Other Europe Consolidated
Net sales $144,151 $ 98,309 $ 51,502 $174,603 $ 7,875 $ 21,198 $497,666
(2) Fixed assets

Millions of yen

2019 Asia North .

Japan China Other America Europe Consolidated
Fixed assets ¥ 12,608 ¥ 4,782 ¥ 1971 ¥ 29 ¥ 300 ¥ 19,693

Millions of yen

2020 Asia North .

Japan China Other America Europe Consolidated
Fixed assets ¥ 11,366 ¥ 2,875 ¥ 862 ¥ 6 ¥ 281 ¥ 15,392

Thousands of U.S. dollars

2020 Asia North )

Japan China Other America Europe Consolidated
Fixed assets $104,438 $ 26,417 $ 7,921 $ 55 $ 2,582 $141,432

3.Information about major customers
Sales amount and ratio of the major customers which account for 10% or more of net sales is as follows:

Millions of yen

Thousands of U.S.dollars

Major Customer Related Segment 2019 2020 2020
CS Divison
Company A SCI Division ¥ = ¥ 6,337 $ 58,228

(1) Company name is not disclosed because there is a confidentiality clause in the contract with Company A.

(2) For the year ended March 31, 2019, note is omitted because sales amount of Company A is less than 10% of net sales.

4.Information about the loss on impairment of fixed assets

Millions of yen

Thousands of U.S.dollars

2019 2020 2020
CS Division ¥ — ¥ 1,512 $ 13,893
SCI Division 143 1,399 12,855
Research & Development Center — 40 368
Subtotal 143 2,952 26,748
Other — 0 =
Adjustments and eliminations 4 — —
Consolidated ¥ 148 ¥ 2,953 $ 27,134

5.Information about the amortization of goodwill and the balance of goodwill
For the years ended March 31, 2019 and 2020, there was no amortization and balance of goodwill.
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Note 21. Related party transactions

Significant transactions with related parties for the years ended March 31, 2019 and 2020 were as follows:

Millions of yen

2019 Transactions Balances
Other
Other current
Rent investments assets
Terutaka Ikeda (Supreme corporate adviser) ¥ 14 ¥ 14 ¥ 1
Millions of yen
Transactions Balances
Increase of  Collection Other Long-term
loan of loan Interest current loans
receivable  receivable income assets receivable
Paul Evans (Director) ¥ 30 ¥ 31 ¥ 1 ¥ 1 ¥ 31
Millions of yen
2020 Transactions Balances
Other
Other current
Rent investments assets
Terutaka Ikeda (Supreme corporate adviser) ¥ 14 ¥ 14 ¥ 1
Millions of yen
Transactions Balances
Collection of Other Long-term
loan Interest current loans
receivable income assets receivable
Paul Evans (Director) ¥ 1 ¥ 1 ¥ 1 ¥ 29
Thousands of U.S. dollars
2020 Transactions Balances
Other
Other current
Rent investments assets
Terutaka Ikeda (Supreme corporate adviser) $ 129 $ 129 $ 9
Thousands of U.S. dollars
Transactions Balances
Collection Other Long-term
of loan Interest current loans
receivable income assets receivable
Paul Evans (Director) $ 9 $ 9 $ 9 $ 266

1. Business transactions with related parties are carried out on an arm’s-length basis similar to third party transactions.

2. Terutaka Ikeda was the parent of President and CEO/COOQ Yasumitsu Ikeda.

Note 22. Subsequent Events

There were no subsequent events for the year ended March 31, 2020.

E ANNUAL REPORT 2020

Report of Independent Auditors

SMK Corporation and Consolidated Subsidiaries

Independent Auditor’s Report

The Board of Directors
SMK Corporation

Opinion
We have audited the accompanying consolidated financial statements of SMK Corporation and its
consolidated subsidiaries (the Group), which comprise the consolidated balance sheet as at March 31,

2020, and the consolidated statements of income, comprehensive income, changes in net assets, and cash
flows for the year then ended, and notes to the consolidated financial statements.

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

Basis for Opinion

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

Responsibilities of Management, the Corporate Auditor and the Board of Corporate Auditors for
the Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern and disclosing, as required by accounting principles generally
accepted in Japan, matters related to going concern.

The Corporate Auditor and the Board of Corporate Auditors are responsible for overseeing the Group’s
financial reporting process.

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these consolidated financial statements.

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

* [dentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion.
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* Consider internal control relevant to the audit in order to design audit procedures that are appropriate in
the circumstances for our risk assessments, while the purpose of the audit of the consolidated financial
statements is not expressing an opinion on the effectiveness of the Group’s internal control.

Officer Introduction
(As of June 23, 2020)

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

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

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

. . . . . . . . . .. President,
* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or Chief Executive Officer and

business activities within the Group to express an opinion on the consolidated financial statements. We Cnict Chemene R
are responsible for the direction, supervision and performance of the group audit. We remain solely Tetsuo Hara Toshio Nakamura Kaoru Ishikawa

responsible for our audit opinion. Director and Director (Outside) Director (Outside)
Executive Vice President

Paul Evans

Director and
Executive Vice President

Yoshiyuki Kaku
Director and

Executive Deputy President,

Chief Technology Officer

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

We also provide the Corporate Auditor and the Board of Corporate Auditors with a statement that we
have complied with the ethical requirements regarding independence that are relevant to our audit of the
financial statements in Japan, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan

Our firm and its designated engagement partners do not have any interest in the Group which is required Morikazu Fukui  Naru Nakashima = Fumio Nishimura

. .. . . Full-Ti Audit Audit Outsid Audit Outsid
to be disclosed pursuant to the provisions of the Certified Public Accountants Act of Japan. *outside) lter (Qutside) lter (Gutside)

Convenience Translation

: : : . : rpor Ex ive Officer
The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year Corporate Executive Officers

ended March 31, 2020 are presented solely for convenience. Our audit also included the translation of
Japanese yen amounts into U.S. dollar amounts and, in our opinion, such translation has been made on
the basis described in Note 2 to the consolidated financial statements.

 f

Ernst & Young ShinNihon LLC Kohei Ohgaki Masanobu Ikeo Takemi Ishibashi Mitsuhiko Goto

Tokyo, Japan Executive Vice President, Executive Vice President Vice President Vice President
Chief Financial Officer

June 23, 2020

/s/ Takeo Sato

Designated Engagement Partner
Certified Public Accountant

Mitsuyuki Masubuchi Hiroshi Usami Atsushi Obinata Fumikazu Hata Mikio Otsubo

Vice President Vice President, Vice President Vice President Vice President
Chief Information Officer

m ANNUAL REPORT 2020 ANNUAL REPORT 2020 E



Corporate Information
(As of March 31, 2020)

Corporate Data

Shares and Shareholders

Name
Established

Registered

Primary business

Capital
Stock exchange listing

Administrator of
shareholders register

Independent auditors

Employees (SMK-Group)
Head office

Global network
(As of July 31, 2020)

Domestic bases
(7 Bases)

Overseas bases
(15 Countries/Areas, 32 Bases)

Toyama Works

SMK Corporation
April 3, 1925
January 15, 1929

Manufacture and sale of
various parts for
electro-communication device
and electronic equipment

¥ 7,996,828,021

Tokyo Stock Exchange

Mitsubishi UFJ Trust and Banking
Corporation

Ernst & Young ShinNihon LLC
Tokyo, Japan

5,593

5-5, Togoshi 6-chome,
Shinagawa-ku,

Tokyo 142-8511, Japan
Tel: +81-3-3785-1111
Fax: +81-3-3785-1068

Tokyo (Head office), Toyama,
Hitachi, Osaka, Nagoya, Ibaraki
and Fukuoka

Taiwan, Hong Kong, China,
Singapore, Thailand, Malaysia,
Philippines, Korea, Ireland, U.K.,
France, Germany, Belgium,
U.S.A. and Mexico

Hitachi Works

Authorized shares 19,596,127

7,500,000

Issued shares (including 1,051,916 shares of treasury stock)

Number of shareholders 6,654

= Shares owned | Percentage of
Major shareholders (top ten) chares (g%)

SMK Cooperating Company Share

Holding Association 394 6.12
Nippon Life Insurance Company 324 5.03
Mizuho Bank, Ltd. 322 5.00
Dai Nippon Printing Co., Ltd. 320 4.96
MUFG Bank, Ltd. 250 3.89
'(I'Threusl\:aiziglnr;st Bank of Japan, Ltd. 250 3.88
SMK Employees Share Holding Association 208 3.23
Mitsubishi UFJ Trust and Banking Corporation 180 2.79
The Showa Ikeda Memorial Foundation 150 2.33
Meiji Yasuda Life Insurance Company 137 2.14

Note: The Company holds 1,051 thousand shares of treasury stock,
but is excluded from the above list. Figures for percentage of
shares are calculated after subtracting the number of treasury
stock. The number of treasury stock includes the 43 thousand
shares of the Company held by the Officer Stock Benefit Trust.

Share ownership by shareholder type

Financial institutions 27.61%
Financial instruments dealers 1.10%
Other entities 13.15%
Foreign entities, etc. 6.17%
Individuals and others 51.97%

Please see our website for detailed IR
information.

The IR Information section of SMK'’s website includes
annual reports and presentation materials. The website
also carries information about SMK'’s products, corporate
data, CSR initiatives, and commitment to the environment.

website https://www.smk.co.jp/

* The Bluetooth® word mark and logos are registered trademarks owned by Bluetooth SIG, Inc. and any use of such marks by SMK Corporation is

under license.

* Other products and company names listed in this report are the registered trademarks or trademarks of their respective holders.

SMK CORPORATION

5-5, Togoshi 6-chome, Shinagawa-ku, Tokyo 142-8511, JAPAN
Tel: +81-3-3785-1111 Fax: +81-3-3785-1068



