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Consolidated Balance Sheet

March 31, 2022

Millions of yen

Thousands of
U.S. dollars

(Note 1)
2022 2021 2022

Assets
Current assets:

Cash and cash equivalents (Note 14) ¥ 121,461 ¥ 147,249 $ 996,521
Short-term investments (Note 14) 7,183 7,720 58,933
Trade receivables (Note 14):

Notes 5,526 3,871 45,338
Accounts 119,982 112,734 984,387
Electronically recorded monetary claims 6,491 4,996 53,255
Allowance for doubtful accounts (1,045) (1,011) (8,574)

130,954 120,590 1,074,406
Inventories (Note 6) 214,843 176,847 1,762,670
Other current assets (Note 14) 37,591 33,350 308,414

Total current assets 512,032 485,756 4,200,944

Property, plant and equipment, at cost (Note 7):
Land (Note 2(g)) 33,564 32,443 275,374
Buildings and structures (Note 2(g)) 237,100 225,560 1,945,276
Machinery, equipment and vehicles (Note 2(g)) 819,096 772,727 6,720,236
Construction in progress 15,557 22,231 127,637

1,105,317 1,052,961 9,068,523
Less accumulated depreciation (839,520) (792,517) (6,887,804)

Property, plant and equipment, net
(Note 3 and 22) 265,797 260,444 2,180,719

Investments and other assets:
Investment securities (Notes 8 and 14) 6,047 22,965 49,612
Investments in unconsolidated subsidiaries and
affiliates (Note 14) 18,633 20,872 152,874

Goodwill (Note 25) 1,983 – 16,269
Asset for retirement benefits (Note 10) 1,556 – 12,766
Deferred income taxes (Note 22) 3,496 2,438 28,683
Other assets 45,940 44,089 376,913

Total investments and other assets 77,655 90,364 637,117

Total assets (Note 25) ¥ 855,484 ¥ 836,564 $ 7,018,780
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Millions of yen

Thousands of
U.S. dollars

(Note 1)
2022 2021 2022

Liabilities and net assets
Current liabilities:
Short-term bank loans (Notes 9 and 14) ¥ 82,524 ¥ 67,348 $ 677,064
Current portion of long-term debt and lease
obligations (Notes 9 and 14) 53,793 56,183 441,342

Trade payables (Note 14):
Notes 672 721 5,513
Accounts 60,362 54,747 495,237
Electronically recorded obligations 60,882 62,815 499,504

121,916 118,283 1,000,254
Accrued income taxes (Notes 14 and 22) 4,544 2,126 37,281
Other current liabilities 58,429 48,406 479,377

Total current liabilities (Note 25) 321,206 292,346 2,635,318
Long-term liabilities:

Long-term debt and lease obligations
(Notes 9 and 14) 267,231 307,357 2,192,485

Liability for retirement benefits (Note 10) 36,852 39,921 302,351
Provision for product defect compensation 409 1,082 3,356
Deferred income taxes (Note 22) 7,990 5,856 65,554
Other long-term liabilities 5,371 6,251 44,066

Total long-term liabilities (Note 25) 317,853 360,467 2,607,812

Contingent liabilities (Note 12)

Net assets:
Shareholders’ equity (Note 11):

Common stock:
Authorized – 1,800,000,000 shares
Issued – 532,463,527 shares in 2022 and 2021 54,347 54,347 445,888

Capital surplus 67,970 67,970 557,657
Retained earnings 60,127 52,786 493,309
Treasury stock, at cost: 1,599,787 shares in 2022
and 1,299,641 shares in 2021 (Note 5) (867) (784) (7,114)

Total shareholders’ equity 181,577 174,319 1,489,740
Accumulated other comprehensive income (loss):

Net unrealized holding gain on securities (Note 8) 1,045 8,647 8,574
Translation adjustments 16,027 (6,863) 131,493
Retirement benefit liability adjustments (Note 10) (798) (5,576) (6,547)

Total accumulated other comprehensive income
(loss), net 16,274 (3,792) 133,520

Non-controlling interests 18,574 13,224 152,390
Total net assets 216,425 183,751 1,775,650
Total liabilities and net assets ¥ 855,484 ¥ 836,564 $ 7,018,780
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Consolidated Statement of Operations

Year ended March 31, 2022

Millions of yen

Thousands of
U.S. dollars

(Note 1)
2022 2021 2022

Net sales (Note 25) ¥ 642,024 ¥ 562,847 $ 5,267,457
Cost of sales (Note 16) 536,071 477,667 4,398,170

Gross profit 105,953 85,180 869,287

Selling, general and administrative expenses
(Note 16) 99,073 88,319 812,840

Operating income (loss) (Note 25) 6,880 (3,139) 56,447

Other income (expenses):
Interest and dividend income 1,473 1,422 12,085
Interest expense (4,278) (3,506) (35,099)
Equity in earnings of affiliates 1,100 344 9,025
Foreign exchange gain, net 2,591 2,733 21,258
Gain on reversal of provision for product defect
compensation 1,213 – 9,952

Loss on valuation of derivatives (813) (2,919) (6,670)
Gain on sales of investment securities (Note 8) 10,484 5,700 86,016
Gain on sales of fixed assets (Note 20) 3,850 – 31,587
Subsidy income (Note 18) – 5,769 –
Loss on surcharge payments under
the Anti-Monopoly Act (Note 17) (2,929) (1,176) (24,031)

Loss on impairment of fixed assets
(Notes 7 and 25) (601) (2,462) (4,931)

Loss resulting from low operating capacity
(Note 19) – (3,344) –

Other, net (1,350) (679) (11,076)
10,740 1,882 88,116

Profit (loss) before income taxes 17,620 (1,257) 144,563

Income taxes (Note 22):
Current 5,072 3,221 41,613
Deferred 3,451 6,113 28,314

8,523 9,334 69,927
Profit (loss) 9,097 (10,591) 74,636
Profit (loss) attributable to:

Non-controlling interests (1,756) (1,051) (14,407)
Owners of parent ¥ 7,341 ¥ (11,642) $ 60,229
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Consolidated Statement of Comprehensive Income

Year ended March 31, 2022

Millions of yen

Thousands of
U.S. dollars

(Note 1)
2022 2021 2022

Profit (loss)  ¥ 9,097 ¥ (10,591)  $ 74,636
Other comprehensive income (loss)
(Note 21):
Net unrealized holding (loss) gain on
securities (7,615) 3,553 (62,477)

Translation adjustments 22,946 15,057 188,259
Retirement benefit liability adjustments 4,796 7,024 39,349
Share of other comprehensive income
(loss) of affiliates accounted for by the
equity method 1,759 (514) 14,432

Other comprehensive income, net 21,886 25,120 179,563
Comprehensive income  ¥ 30,983  ¥ 14,529  $ 254,199

Total comprehensive income attributable to:
Owners of parent  ¥ 27,407  ¥ 12,268  $ 224,860
Non-controlling interests  ¥ 3,576 ¥ 2,261  $ 29,339
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Consolidated Statement of Changes in Net Assets

Year ended March 31, 2022

Millions of yen
Number of

shares in issue
Common

stock
Capital
surplus

Retained
earnings

Treasury
stock, at cost

Balance at April 1, 2020 532,463,527  ¥ 54,347  ¥ 67,970  ¥ 62,139  ¥ (788)
Cash dividends paid – – – – –
Loss attributable to
owners of parent – – – (11,642) –

Effect of change of
scope of equity method – – – 2,289 –

Purchases of treasury
stock – – – – (1)

Sales of treasury stock – – – – 5
Other changes – – – – –
Balance at April 1, 2021 532,463,527 54,347 67,970 52,786 (784)
Cash dividends paid – – – – –
Profit attributable to
owners of parent – – – 7,341 –

Purchases of treasury
stock – – – – (92)

Sales of treasury stock – – – – 9
Other changes – – – – –
Balance at March 31,
2022 532,463,527  ¥ 54,347  ¥ 67,970  ¥ 60,127  ¥ (867)
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Consolidated Statement of Changes in Net Assets (continued)

Year ended March 31, 2022

Millions of yen
Net

unrealized
holding gain
on securities

Translation
adjustments

Retirement
benefit
liability

adjustments
Non-controlling

interests
Total net

assets
Balance at April 1, 2020  ¥ 5,094  ¥ (19,998)  ¥ (12,607)  ¥ 12,221  ¥ 168,378
Cash dividends paid – – – – –
Loss attributable to
owners of parent – – – – (11,642)

Effect of change of
scope of equity method – – – – 2,289

Purchases of treasury
stock – – – – (1)

Sales of treasury stock – – – – 5
Other changes 3,553 13,135 7,031 1,003 24,722
Balance at April 1, 2021 8,647 (6,863) (5,576) 13,224 183,751
Cash dividends paid – – – – –
Profit attributable to
owners of parent – – – – 7,341

Purchases of treasury
stock – – – – (92)

Sales of treasury stock – – – – 9
Other changes (7,602) 22,890 4,778 5,350 25,416
Balance at March 31,
2022  ¥ 1,045  ¥ 16,027  ¥ (798)  ¥ 18,574  ¥ 216,425
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Consolidated Statement of Changes in Net Assets (continued)

Year ended March 31, 2022

Thousands of U.S. dollars (Note 1)

Common
stock

Capital
surplus

Retained
earnings

Treasury
stock,
at cost

Net
unrealized

holding
gain on

securities
Balance at April 1, 2021  $ 445,888  $ 557,657  $ 433,080  $ (6,432)  $ 70,944
Cash dividends paid – – – – –
Profit attributable to owners of
parent – – 60,229 – –

Purchases of treasury stock – – – (755) –
Sales of treasury stock – – – 73 –
Other changes – – – – (62,370)
Balance at March 31, 2022  $ 445,888  $ 557,657  $ 493,309  $ (7,114)  $ 8,574

Thousands of U.S. dollars (Note 1)

Translation
adjustments

Retirement
benefit liability

adjustments

Non-
controlling

interests Total net assets
Balance at April 1, 2021  $ (56,307)  $ (45,748)  $ 108,496  $ 1,507,578
Cash dividends paid – – – –
Profit attributable to owners of
parent – – – 60,229

Purchases of treasury stock – – – (755)
Sales of treasury stock – – – 73
Other changes 187,800 39,201 43,894 208,525
Balance at March 31, 2022  $ 131,493  $ (6,547)  $ 152,390  $ 1,775,650
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Consolidated Statement of Cash Flows

Year ended March 31, 2022

Millions of yen

Thousands of
U.S. dollars

(Note 1)
2022 2021 2022

Cash flows from operating activities:
Gain (loss) before income taxes  ¥ 17,620  ¥ (1,257)  $ 144,563
Adjustments for:

Depreciation and amortization 37,899 35,479 310,941
Loss on impairment of fixed assets 601 2,462 4,931
Amortization of goodwill 161 – 1,321
Subsidy income – (5,769) –
Loss resulting from low operating capacity – 3,344 –
Loss on surcharge payments under the Anti-
Monopoly Act 2,929 1,176 24,031

Decrease in allowance for doubtful accounts (54) (148) (443)
Decrease in provision for directors’ and audit &
supervisory board members’ bonuses (7) (7) (57)

Decrease in provision for product defect
compensation (684) (50) (5,612)

Increase (decrease) in liability for retirement
benefits 1,605 (188) 13,168

Increase in asset for retirement benefits (1,556) – (12,766)
Interest and dividend income (1,473) (1,422) (12,085)
Interest expense 4,278 3,506 35,099
Translation adjustments and foreign exchange gain,
net (1,068) (2,943) (8,762)

Loss on valuation of derivatives, net 813 2,919 6,670
Equity in earnings of affiliates (1,100) (344) (9,025)
Gain on sales of fixed assets (3,850) – (31,587)
Gain on sales of investment securities (10,484) (5,700) (86,016)
Increase in trade receivable (2,165) (7,903) (17,763)
(Increase) decrease in inventories (25,300) 13,492 (207,573)
Increase (decrease) in trade payables 692 (1,193) 5,677
Other (2,447) 2,259 (20,077)
Subtotal 16,410 37,713 134,635
Interest and dividend income received 1,718 1,866 14,095
Interest paid (4,342) (3,488) (35,624)
Subsidy received 899 4,896 7,376
Payments for loss resulting from low operating
capacity – (2,250) –

Surcharge payments under the Anti-Monopoly Act (3,126) (991) (25,647)
Income taxes paid (2,602) (1,273) (21,348)
Net cash provided by operating activities  ¥ 8,957  ¥ 36,473  $ 73,487
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Consolidated Statement of Cash Flows (continued)

Year ended March 31, 2022

Millions of yen

Thousands of
U.S. dollars

(Note 1)
2022 2021 2022

Cash flows from investing activities:
Decrease (increase) in short-term investments, net  ¥ 1,441  ¥ (618)  $ 11,823
Purchases of property, plant and equipment (16,337) (21,900) (134,036)
Proceeds from sales of property, plant and equipment 4,741 – 38,897
Purchases of other assets (5,535) (7,724) (45,412)
Proceeds from sales of investment securities 17,053 9,465 139,911
Proceeds from purchase of shares of subsidiaries
resulting in change in scope of consolidation 1,201 – 9,854

Purchase of investments in affiliated company – (31) –
Other (51) 2,869 (419)
Net cash provided by (used in) investing activities 2,513 (17,939) 20,618

Cash flows from financing activities:
Increase (decrease) in short-term bank loans, net 2,589 (14,729) 21,241
Proceeds from long-term debt 12,178 58,833 99,914
Repayment of long-term debt, including current
portion (52,330) (38,774) (429,339)

Proceeds from issuance of bonds – 50,000 –
Repayment of lease obligations (2,122) (1,677) (17,410)
Proceeds from sale and leaseback transactions – 2,270 –
Other (1,615) (1,251) (13,250)
Net cash provided by (used in) financing activities (41,300) 54,672 (338,844)
Effect of exchange rate changes on cash and cash
equivalents 4,042 2,878 33,162

Net (decrease) increase in cash and cash equivalents (25,788) 76,084 (211,577)
Cash and cash equivalents at beginning of the year 147,249 71,165 1,208,098
Cash and cash equivalents at end of the year
(Note 14)  ¥ 121,461  ¥ 147,249  $ 996,521
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March 31, 2022

1. Basis of Preparation

The accompanying consolidated financial statements of NTN 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.

In preparing the accompanying consolidated financial statements, certain reclassifications
have been made to the consolidated financial statements issued domestically in order to
present them in a format which is more familiar to readers outside Japan. In addition, certain
notes included herein are not required under accounting principles generally accepted in
Japan but are presented as additional information.

Certain amounts in the prior year’s financial statements have been reclassified to conform to
the current year’s presentation. Such reclassification had no effect on consolidated profit or
net assets.

The translation of yen amounts into U.S. dollar amounts is included solely for the
convenience of readers outside Japan and has been made at ¥121.885 = U.S. $1.00, the
exchange rate prevailing on March 31, 2022. This translation should not be construed as a
representation that yen can be converted into U.S. dollars at the above or any other rate.

2. Summary of Significant Accounting Policies

(a) Principles of consolidation

The accompanying consolidated financial statements include the accounts of the
Company and the significant companies which it controls directly or indirectly.
Companies over which the Company exercises significant influence in terms of their
operating and financial policies have been included in the accompanying consolidated
financial statements on an equity basis.

The financial statements of certain consolidated subsidiaries whose fiscal year end is
December 31 have been included in consolidation on the basis of a full fiscal year closing
on March 31 for consolidation purposes.
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2. Summary of Significant Accounting Policies (continued)

(b) Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into yen
at the rates of exchange in effect at the balance sheet date. Revenues and expenses are
translated at the rates of exchange prevailing when the transactions were made.

Assets and liabilities of overseas consolidated subsidiaries are translated into yen at the
exchange rates in effect at the respective balance sheet dates, except for the components
of net assets excluding non-controlling interests which are translated at the respective
historical rates. Revenue and expenses are translated at the average rates of exchange for
the respective years. Differences arising from translation are reflected in “Translation
adjustments” and “Non-controlling interests” in the accompanying consolidated balance
sheet and statement of changes in net assets.

(c) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, deposits with banks withdrawable on
demand, and short-term investments which are readily convertible to cash subject to an
insignificant risk of any change in their value and which were purchased with an original
maturity of three months or less.

(d) Allowance for doubtful accounts

The allowance for doubtful accounts is computed based on the actual historical
percentage of bad debts and an estimate of uncollectible amounts determined after an
analysis of specific individual receivables.

(e) Short-term investments and investment securities

The accounting standard for financial instruments requires that securities be classified
into three categories: trading, held-to-maturity or other securities. Trading securities are
carried at fair value and held-to-maturity debt securities are carried at amortized cost.
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. Cost of securities sold is determined by the moving average method.
Non-marketable securities classified as other securities are carried at cost based on the
moving average method.

(f) Inventories

Inventories are principally stated at lower of cost, determined by the average method, or
net selling value.
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2. Summary of Significant Accounting Policies (continued)

(g) Property, plant and equipment (other than leased assets)

Property, plant and equipment are stated at cost. The Company and its domestic
consolidated subsidiaries calculate depreciation by the straight-line method over the
estimated useful lives of the respective assets. The foreign consolidated subsidiaries
principally calculated depreciation by the straight-line method over the estimated useful
lives of the respective assets.

The principal estimated useful lives are as follows:

Buildings and structures 10 to 50 years
Machinery, equipment and vehicles 5 to 12 years

Contributions granted by national and municipal governments are deducted directly from
the acquisition costs of the related fixed assets as stipulated in the Corporation Tax Law
of Japan. The property, plant and equipment accounts on the consolidated balance sheet
at March 31, 2022 and 2021 were reduced by the following amounts:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Land  ¥ 773 ¥ 773  $ 6,342
Buildings and structures 340 367 2,790
Machinery, equipment and vehicles 68 58 557
Other 0 0 0

 ¥ 1,181  ¥ 1,198  $ 9,689

(h) Goodwill

Goodwill is amortized by the straight-line method over 10 years.

(i) Liability for retirement benefits

Liability for retirement benefits has been provided principally at an amount calculated
based on the retirement benefit obligation after the fair value of the pension plan assets
are deducted. The estimated benefit is attributed to each period by the benefit formula
method over the estimated years of service of the eligible employees.

Past service cost is amortized as incurred primarily by the straight-line method over a
period of principally 15 years, which is within the estimated average remaining years of
service of the eligible employees.
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2. Summary of Significant Accounting Policies (continued)

(i) Liability for retirement benefits (continued)

Net unrecognized actuarial gain or loss is amortized commencing in the year following
the year in which the gain or loss was recognized primarily by the straight-line method
over a period of principally 15 years, which is within the estimated average remaining
years of service of the eligible employees.

(j) Provision for product defect compensation

Provision for product defect compensation is provided at an estimated amount in order
to cover the anticipated compensation.

(k) Leases

For lease transactions involving the transfer of ownership, the leased assets are
depreciated by the same methods used for owned fixed assets.

For lease transactions not involving the transfer of ownership, leased assets are
depreciated over the lease period using the straight-line method with a nil residual value.

(l) Revenue Recognition

The Group recognizes revenue by applying the following five steps:

Step 1: Identify the contract(s) with a customer
Step 2: Identify the performance obligations in the contract
Step 3: Determine the transaction price
Step 4: Allocate the transaction price to the separate performance obligations in the

contract
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation

The Group’s main business lines consist of the manufacture and sales of bearings, CVJs
and precision equipments for the aftermarket, general industrial machinery market, and
automotive market. Revenue from contracts with customers are recognized when (or as)
the Group satisfies a performance obligation. Revenue is measured at the amount of
consideration promised in a contract with customers excluding sales discount, rebate and
return of goods etc.



NTN Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (continued)

18

2. Summary of Significant Accounting Policies (continued)

(m) Research and development costs and computer software

Research and development costs are charged to income as incurred.

Expenditures relating to computer software developed for internal use are charged to
income when incurred, except if the software is expected to contribute to the generation
of income or to future cost savings. Such expenditures are capitalized as assets and are
amortized by the straight-line method over their respective estimated useful lives,
generally a 5 to 10-years period.

(n) Deferred income taxes

Deferred income taxes are provided for temporary differences between the balances of
assets and liabilities reported for financial reporting purposes and the corresponding
balances for tax reporting purposes.

(o) Derivative financial instruments and hedging activities

All derivatives are stated at fair value with any changes in fair value included in profit
for the period in which they arise, except for derivatives which meet the criteria for
deferral hedge accounting under which unrealized gain or loss, net of the applicable
income taxes, is deferred as a component of net assets. Receivables and payables hedged
by forward foreign exchange contracts which meet certain conditions are translated at
the corresponding foreign exchange contract rates. Interest-rate swaps which meet
certain conditions are accounted for as if the interest rates applied to the interest-rate
swaps had originally applied to the underlying debt.

Interest-rate and cross currency swaps which meet certain conditions are accounted for
as if the interest rates and currencies applied to the interest-rate and cross currency swaps
had originally applied to the underlying debt.

(p) Distribution of retained earnings

Under the Corporation Law of Japan and the Company’s Articles of Incorporation, the
distribution of retained earnings with respect to a given financial period is made by
resolution of the shareholders at a general meeting held subsequent to the close of the
financial period. The distribution of retained earnings with respect to the interim
financial period is made by resolution of the Board of Directors. The accounts for the
period do not reflect such distributions.
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2. Summary of Significant Accounting Policies (continued)

(q) Consolidated taxation system

The Company and certain domestic consolidated subsidiaries adopted the consolidated
taxation system, which allows companies to file tax returns based on the combined
profits or losses of the parent company and its wholly owned domestic subsidiaries.

(r) Adoption of tax effect accounting for transition from consolidated taxation system
to group tax sharing system

The Company and certain domestic subsidiaries plan to shift from the Consolidated
Taxation System to the Group Tax Sharing System from the fiscal year ending March 31,
2023. However, the amounts of deferred tax assets and deferred tax liabilities based on
the Japanese Income Tax Act prior to amendment are calculated in accordance with the
treatment under Paragraph 3 “Practical Solution on the Treatment of Tax Effect
Accounting for the Transition from the Consolidated Taxation System to the Group Tax
Sharing System” (Accounting Standards Board of Japan (hereinafter referred to as the
“ASBJ”) Practical Issues Task Force No.39 March 31, 2020) instead of adopting the
provision of Paragraph 44 of “Implementation Guidance on Tax Effect Accounting”
(ASBJ Guidance No. 28, February 16, 2018), regarding the transition to the group tax
sharing system established in the “Act for Partial Amendment of the Income Tax Act,
etc.” (Act No.8 of 2020), related to items for which the non-consolidated taxation system
has been reviewed in accordance with the transition to the group tax sharing system.

From the beginning of the following fiscal year, the Company plans to apply the
“Practical Solution on the Accounting and Disclosure Under the Group Tax Sharing
System” (Practical Issues Task Force No. 42, August 12, 2021), which provides for
accounting treatment and disclosure of corporate tax and local corporate taxes and tax
effect accounting in the case where a group applies the group tax sharing system.
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3. Significant Accounting Estimates and Judgments

Impairment of Fixed Assets

The Company and its subsidiaries (collectively, the “Group”) recorded impairment loss for
the years ended March 2022 and 2021 consisted of the following:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Loss on impairment of fixed assets ¥ 601 ¥ 2,462 $ 4,931
Property, plant and equipment 265,797 260,444 2,180,719
Intangible assets 44,029 40,364 361,234

The Group confirm whether indication that an asset or each asset group may be impaired
based on information inside the company which are profit and loss statement or business plan.

The Group also identifies indications of impairment based on information from outside the
Company, including the business environment or fair value of assets.

The Group determines recognition of impairment loss, such as whether there is concern about
recovery of the book value due to changes in the corporate environment or the economy. If it
is determined that an impairment loss should be recognized, the book value is reduced to the
recoverable amount.

When the amount of the undiscounted future cash flow exceeds book value of an asset or
each asset group impairment loss recognition is unnecessary although there are indications
of impairment, the main assumption used to calculate undiscounted future cash flow is the
expansion of sales volume in the business plan and the expected proceeds from sales of
property less costs of disposal.

If these assumptions are changed due to changes in the information mainly from outside the
Group including market environment or management environment, there is a possibility that
impairment losses may be recognized in the fiscal year ending March 31, 2023.
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4. Accounting Changes

Application of Accounting Standard for Revenue Recognition

Effective April 1, 2021, the Company adopted “Accounting Standard for Revenue
Recognition” (Accounting Standards Board of Japan (“ASBJ”) Statement No.29 issued on
March 31, 2020). As a result the Company recognizes revenue when a performance
obligation is satisfied by transferring a promised good or service to a customer for an amount
the Company expects to receive as a result of the transfer.

The Company follows the transition requirements set forth in paragraph 84 of ASBJ
Statement No.29. However, there is no impact on the beginning balance of retained earnings
as a result of the adoption. In addition, “Net sales” and “Cost of sales” decreased by ¥5,006
million ($41,072 thousand) for the fiscal year ended March 31, 2022 as a result of the
adoption. However, there is no impact on “Operating income” and “Profit before income
taxes.”

In accordance with the transition requirements set forth in paragraph 89-3 of ASBJ Statement
No.29, disclosures regarding revenue recognition for the previous fiscal year are omitted.

Application of Accounting Standard for Fair Value Measurement

Effective April 1, 2021, the Company adopted “Accounting Standard for Fair Value
Measurement” (ASBJ Statement No.30 issued on July 4, 2019).

In addition, the Company follows the transition requirements set forth in paragraph 19 of
ASBJ Statement No.30 and paragraph 44-2 of “Accounting Standard for Financial
Instruments” (ASBJ Statement No.10 issued on July 4, 2019) to prospectively adopt new
accounting policies in accordance with ASBJ Statement No.30

There is no impact on the consolidated financial statements as a result of the adoption.

The Company disclosed information on items such as the breakdown of the fair value of
financial instruments by level of fair value in the notes 14 “Financial Instruments.” However,
in accordance with the transitional provisions stipulated in paragraph 7-4 of the
“Implementation Guidance on Disclosures about Fair Value of Financial Instruments” (ASBJ
Guidance No. 19, July 4, 2019), the notes related to such item for the previous fiscal year
was omitted.
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5. Additional Information

Performance-linked stock compensation scheme

The Company introduced a performance-linked stock compensation scheme (hereinafter
referred to as the “Scheme”) for its executive officers (excluding executive officers who do
not reside in Japan; the same applies hereinafter), which serves as an officer remuneration
system that is closely linked to corporate performance targets in the mid-term management
plan and which is highly transparent and objective in nature.

(i) Overview of transactions

The Scheme adopts a mechanism known as an officer remuneration BIP (Board Incentive
Plan) trust (hereinafter referred to as the “BIP Trust”). The BIP Trust is an incentive plan
for officers based on the performance share scheme and the restricted stock scheme in
the U.S., and has a system in which the Company’s shares acquired by the BIP Trust and
funds equivalent to the proceeds received when converting into cash or disposing of such
shares are distributed and paid according to the officers’ positions and the degree of
achievement of performance targets disclosed in the mid-term management plan, and
other factors.

(ii) The Company’s shares remaining in the trust

The Company’s shares remaining in the trust are recorded as treasury stock in the net
asset section, based on their book value (excluding the amount of incidental expenses)
recorded in the accounts of the trust. The book value and number of shares of such
treasury stock at March 31, 2022 totaled ¥228 million ($1,871 thousand) and 754,440
shares, and at March 31, 2021 totaled ¥145 million and 456,169 shares, respectively.

Impact of Spread of Novel Coronavirus on Accounting Estimates

With regard to the spread of the novel coronavirus, there is a high degree of uncertainty
regarding the future spread and the timing of its containment. However, while there is a
possibility that it will continue to be a significant risk in the future, the Company and its
consolidated subsidiaries have made accounting estimates based on the assumption that the
situation will improve from the fiscal year ending March 31, 2023.
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6. Inventories

Inventories at March 31, 2022 and 2021 consisted of the following:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Finished goods  ¥ 105,515 ¥ 91,849  $ 865,693
Work in process 55,939 48,601 458,949
Raw materials and supplies 53,389 36,397 438,028

 ¥ 214,843  ¥ 176,847  $ 1,762,670

7. Impairment of Fixed Assets

The Company and its consolidated subsidiaries group fixed assets used for manufacturing by
management segment into minimum units which generate identifiable cash flows (e.g., a
factory). They also group fixed assets used at the head office or used for sales activities as
shared assets, and group fixed assets on an individual basis when they do not expect any
future use.

The Company and its consolidated subsidiaries wrote down the following assets to their
respective net recoverable values because the Company and its consolidated subsidiaries do
not expect them to be recoverable. Consequently, the Company and its consolidated
subsidiaries recorded related losses on impairment of fixed assets of ¥601 million ($4,931
thousand) and ¥2,462 million in the accompanying consolidated statement of operations for
the years ended March 31, 2022 and 2021, respectively:

Millions of yen
Thousands of
U.S. dollars

Location Usage Classification 2022 2021 2022

Japan
Production
equipment
and other

Buildings and
structures  ¥ 13  ¥ –  $ 107

Machinery and
equipment 339 – 2,781

Construction in
progress 228 – 1,871

Other 21 – 172

Americas
Production
equipment
and other

Buildings and
structures – 471 –

Machinery and
equipment – 1,787 –

Land – 174 –
Other – 30 –

 ¥ 601  ¥ 2,462  $ 4,931
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7. Impairment of Fixed Assets (continued)

The recoverable value of the fixed assets presented in the above table has been measured at
fair value for the consolidated subsidiaries in the U.S. and at net realizable value or value in
use for other consolidated subsidiaries. If a fixed asset is unlikely to be sold or diverted to
other usage, such asset is valued at nil. Fair value under U.S. GAAP is mainly measured using
the income approach, and calculated as the sum of anticipated future cash flows discounted
at a certain rate. Value in use is measured as the sum of anticipated future cash flows by each
business units mainly discounted at rate of 6%.

8. Securities

(a) Information regarding marketable securities classified as other securities at March
31, 2022 and 2021 is summarized as follows:

Millions of yen
2022 2021

Carrying
value

Acquisition
costs

Unrealized
gain (loss)

Carrying
value

Acquisition
costs

Unrealized
gain (loss)

Securities whose carrying
value exceeds their
acquisition costs:
Equity securities ¥ 3,394 ¥ 1,882 ¥ 1,512 ¥ 21,340 ¥ 9,069 ¥ 12,271

Securities whose carrying
value does not exceed
their acquisition costs:
Equity securities 1,442 1,627 (185) 449 487 (38)

Total ¥ 4,836 ¥ 3,509 ¥ 1,327 ¥ 21,789 ¥ 9,556 ¥ 12,233

Thousands of U.S. dollars
2022

Carrying
value

Acquisition
costs

Unrealized
gain (loss)

Securities whose carrying
value exceeds their
acquisition costs:
Equity securities $ 27,846 $ 15,441 $ 12,405

Securities whose carrying
value does not exceed
their acquisition costs:

Equity securities 11,831 13,349 (1,518)
Total $ 39,677 $ 28,790 $ 10,887

(b) Sales and aggregate gain on investment securities are summarized as follows:

The Company sold certain available-for-sale securities with a fair value of ¥17,165
million ($140,829 thousand), and recognized gain of ¥10,484 million ($86,016
thousand) for the fiscal year ended March 31, 2022.
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9. Short-Term Bank Loans, Long-Term Debt and Lease Obligations

Short-term bank loans principally represent short-term notes with average annual interest
rates of 0.99% and 0.81% at March 31, 2022 and 2021, respectively.

Long-term debt and lease obligations at March 31, 2022 and 2021 consisted of the following:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Loans from banks and other
financial institutions, due through
2029, at an average annual interest
rate of 0.74%  ¥ 231,508 ¥ 275,456  $ 1,899,396

0.405% bonds due 2025 10,000 10,000 82,045
0.490% bonds due 2027 10,000 10,000 82,045
0.430% bonds due 2028 10,000 10,000 82,045
2.5% bonds due 2051 50,000 50,000 410,223
Lease obligations due through 2053 9,516 8,084 78,073

Total 321,024 363,540 2,633,827
Less current portion (53,793) (56,183) (441,342)

Total  ¥ 267,231  ¥ 307,357  $ 2,192,485

* 2.5% rate is fixed interest rate from March 19, 2021 to March 18, 2026. After March 19,
2026, the interest rate will be variable interest rate.

The aggregate annual maturities of long-term debt and lease obligations subsequent to March
31, 2022 are summarized as follows:

Year ending March 31, Millions of yen
Thousands of
U.S. dollars

2023  ¥ 53,793  $ 441,342
2024 75,788 621,799
2025 57,846 474,595
2026 40,810 334,824
2027 22,848 187,456
2028 and thereafter 69,939 573,811

Total  ¥ 321,024  $ 2,633,827
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10. Retirement Benefits

1. Outline of retirement benefits for employees

The Company and certain domestic consolidated subsidiaries have defined benefit
pension plans (i.e., corporate pension fund plans and lump-sum payment plans), covering
substantially all employees who are entitled to lump-sum or annuity payments, the
amounts of which are determined by reference to their basic rates of pay, length of
service, and the conditions under which termination occurs. They also have defined
contribution pension plans and advance payment plans. Certain overseas consolidated
subsidiaries have defined benefit pension plans and/or defined contribution pension
plans. The Company has also established an employees’ retirement benefit trust.

2. Defined benefit pension plans

(1) The changes in the retirement benefit obligation for the years ended March 31, 2022
and 2021 are as follows:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Retirement benefit obligation at the
beginning of the year ¥ 103,099 ¥ 101,349 $ 845,871
Service cost 2,899 3,724 23,785
Interest cost 1,861 1,660 15,268
Actuarial gain or loss (2,251) 1,218 (18,468)
Benefits paid (8,106) (6,436) (66,505)
Other 2,680 1,584 21,988

Retirement benefit obligation at the
end of the year  ¥ 100,182  ¥ 103,099  $ 821,939

* Certain domestic consolidated subsidiaries calculate the liability for retirement
benefits based on the simplified method.
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10. Retirement Benefits (continued)

2. Defined benefit pension plans (continued)

(2) The changes in plan assets for the years ended March 31, 2022 and 2021 are as
follows:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Plan assets at fair value at the
beginning of the year ¥ 63,178 ¥ 54,622 $ 518,341

Expected return on plan assets 1,580 1,315 12,963
Actuarial gain 469 8,834 3,848
Contributions by the employers 3,187 3,345 26,148
Benefits paid (5,520) (5,629) (45,289)
Other 1,992 691 16,343
Plan assets at fair value at the end of
the year  ¥ 64,886  ¥ 63,178  $ 532,354

(3) The balance of retirement benefit obligation and plan assets at fair value, liabilities
and assets recognized in consolidated balance sheets as of March 31, 2022 and 2021
are as follows:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Funded retirement benefit obligation ¥ 93,286 ¥ 96,288 $ 765,361
Plan assets at fair value (64,886) (63,178) (532,354)

28,400 33,110 233,007
Unfunded retirement benefit
obligation 6,896 6,811 56,578

Net amount of liabilities and assets
recognized in the consolidated
balance sheet 35,296 39,921 289,585

Liability for retirement benefits 36,852 39,921 302,351
Asset for retirement benefits (1,556) – (12,766)
Net amount of liabilities and assets
recognized in the consolidated
balance sheet  ¥ 35,296  ¥ 39,921 $ 289,585
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10. Retirement Benefits (continued)

2. Defined benefit pension plans (continued)

(4) The components of retirement benefit expenses for the years ended March 31, 2022
and 2021 are as follows:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Service cost ¥ 2,900 ¥ 3,724 $ 23,792
Interest cost 1,862 1,659 15,277
Expected return on plan assets (1,580) (1,315) (12,963)
Amortization:

Actuarial loss 1,177 1,046 9,657
Past service cost 0 134 0

Retirement benefit expenses  ¥ 4,359  ¥ 5,248  $ 35,763

(5) The components of retirement benefit liability adjustments included in other
comprehensive income (before tax effect) for the years ended March 31, 2022 and
2021 are as follows:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Actuarial loss ¥ 3,898 ¥ 8,662 $ 31,981
Past service cost – 209 –
Total  ¥ 3,898  ¥ 8,871  $ 31,981

(6) The components of retirement benefit liability adjustments included in accumulated
other comprehensive income (before tax effect) as of March 31, 2022 and 2021 are
as follows:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Unrecognized actuarial gain or loss ¥ 60 ¥ (3,838) $ 492
Unrecognized past service cost – – –
Total ¥ 60  ¥ (3,838)  $ 492
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10. Retirement Benefits (continued)

2. Defined benefit pension plans (continued)

(7) The fair value of plan assets, by major category, as a percentage of total plan assets
as of March 31, 2022 and 2021 are as follows:

2022 2021
Equities 39.4% 40.0%
Bonds 39.7 33.1
General accounts at life insurance companies 9.1 13.6
Other 11.8 13.3
Total 100.0% 100.0%

The expected long-term rate of return on plan assets is determined as a result of
consideration of both the portfolio allocation at present and anticipated in the future,
and long-term expected rate of return from multiple plan assets.

(8) The assumptions used in accounting for the defined benefit plans are as follows:

2022 2021
Discount rate Principally 1.2% Principally 1.2%
Expected long-term rate of return on plan assets Principally 1.5% Principally 1.5%

3. Defined contribution pension plans

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Contributions to defined contribution pension plans  ¥ 1,696  ¥ 1,304  $ 13,915
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11. Shareholders’ Equity

(a) The Corporation Law of Japan (the “Law”) provides that an amount equal to 10% of the
amount to be disbursed as distributions of capital surplus (other than the capital reserve)
and retained earnings (other than the legal reserve) be transferred to the capital reserve
and the legal reserve, respectively, until the sum of the capital reserve and the legal
reserve equals 25% of the capital stock account. Such distributions can be made at any
time by resolution of the shareholders or by the Board of Directors if certain conditions
are met.

Retained earnings include the legal reserve provided in accordance with the provisions
of the Law. The legal reserve of the Company included in retained earnings amounted to
¥8,639 million ($70,878 thousand) at March 31, 2022 and 2021.

(b) Movements in shares issued and treasury stock during the years ended March 31, 2022
and 2021 are summarized as follows:

Number of shares
2022

April 1, 2021 Increase Decrease
March 31,

2022
Shares issued:

Common stock 532,463,527 – – 532,463,527
Treasury stock:

Common stock 1,299,641 326,875 26,729 1,599,787

2021

April 1, 2020 Increase Decrease
March 31,

2021
Shares issued:

Common stock 532,463,527 – – 532,463,527
Treasury stock:

Common stock 1,314,696 1,241 16,546 1,299,641

The increase in treasury stock of 326,875 shares was due to purchases of shares of less
than one voting unit and the decrease in treasury stock of 26,729 shares was mainly due
to disposal of shares by the “Officer Remuneration BIP Trust” for the year ended March
31, 2022 (Please refer to Note 5). Additionally, the Company included 754,440 shares
held by the “Officer Remuneration BIP Trust” in the number of treasury stock at March
31, 2022.
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11. Shareholders’ Equity (continued)

The increase in treasury stock of 1,241 shares was due to purchases of shares of less than
one voting unit and the decrease in treasury stock of 16,546 shares was mainly due to
disposal of shares by the “Officer Remuneration BIP Trust” for the year ended March 31,
2021 (Please refer to Note 5). Additionally, the Company included 456,169 shares held
by the “Officer Remuneration BIP Trust” in the number of treasury stock at March 31,
2021.

12. Contingent Liabilities

Lawsuits, etc.

(1) In Europe, a lawsuit has been filed against the Company and its two consolidated
subsidiaries in the France Tribunal de Commerce de Lyon. The suit seeks the payment
of damages of €66.7 million (provisional amount) to Renault S.A. and its total 15 group
companies (hereinafter referred to as “Renault”). In December 2020, Renault changed
the amount claimed for damages to €32.5 million (provisional amount), and in April
2022, Renault also changed the amount claimed for damages to €58.3 million
(provisional amount).

This suit has been filed because Renault claimed damages incurred in connection with
the alleged violation of the European Competition Law, which is the subject of a decision
made by the European Commission on March 19, 2014.

(2) The Company and its related companies may be subject to claims for compensation for
damages in connection with the past violation of the Anti-Monopoly Act of Japan or the
European Competition Law, etc. and continue to address these claims. Depending on the
results of the claims, the results of operations of the Company and its consolidated
subsidiaries could be affected. However, it is currently difficult to make reasonable
estimates of the future possible effects on the results of operations and financial position
of the Company and its consolidated subsidiaries.
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13. Operating Leases

Future minimum lease payments subsequent to March 31, 2022 for non-cancelable operating
leases were as follows:

Years ending March 31, Millions of yen
Thousands of
U.S. dollars

2023 ¥, 1,393 $ 11,429
2024 and thereafter 3,162 25,942

Total ¥ 4,555 $ 37,371

14. Financial Instruments

Overview

(a) Policy for financial instruments

The Company and its subsidiaries (collectively, the “Group”) raise necessary funds in
accordance with management plans mainly by bank borrowings and issuance of
corporate bonds in support of operations related to the manufacture and sales of bearings,
constant-velocity joints (CVJs) and precision equipments. The Group utilizes bank
borrowings for short-term operating funds, and bank borrowings and issuance of
corporate bonds for long-term capital investments and finances. Temporary surplus
funds are managed by low-risk financial assets. The Group utilizes derivatives to avoid
or mitigate risks as described in the later part of this note and does not hold them for
speculative purposes.

(b) Types of financial instruments and related risks

Trade receivables, notes, accounts receivable and electronically recorded monetary
claims, are exposed to credit risk of customers. In addition, as a result of the business of
the Group, which operates globally, foreign currency trade receivables are exposed to
currency rate fluctuation risk, which is mitigated by utilizing forward foreign currency
exchange contracts. Securities are mainly composed of stocks of the companies with
which the Group has business relationships and they are exposed to fluctuation risk of
market prices.

Trade payables, notes, accounts payable and electronically recorded obligations, are due
within one year. Certain trade payables resulting from the import of raw materials are
denominated in foreign currencies. These are exposed to fluctuation risk of foreign
currencies. However, the risk is mitigated because the trade payables, notes and accounts
payable denominated in foreign currencies are within persistently the range of accounts
receivable denominated in the same currencies.
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14. Financial Instruments (continued)

Overview (continued)

(b) Types of financial instruments and related risks (continued)

Loans are mainly utilized for business operations of the Group. Short-term loans are
mainly utilized for financing of operating activities. Long-term loans are mainly utilized
for capital investments and financing. These have maturity dates of 10 years or less, at
the longest, subsequent to March 31, 2022. Certain loans are exposed to fluctuation risk
of interest rates and fluctuation risk of exchange rates and this risk is hedged by
derivative transactions of interest rate swap agreements and interest-rate and cross
currency swap agreements.

The Group has a policy to utilize derivative transactions involving forward foreign
currency exchange contracts, currency option agreements, currency swap agreements,
interest rate option agreements and interest rate swap agreements for the purpose of
avoiding future fluctuation risk of foreign currencies trade receivables and payables and
mitigating future fluctuation risk of interest rate of loans and corporate bonds. The Group
utilized forward foreign currency exchange contracts, interest rate swap agreements and
interest-rate and cross currency swap agreements for the year ended March 31, 2022.
Refer to “(o) Derivative financial instruments and hedging activities” in Note 2
“Summary of Significant Accounting Policies.”

(c) Risk management for financial instruments

(i) Monitoring of credit risk (the risk that customers or counterparties may default)

In accordance with internal rules and manual, the credit management section
periodically monitors financial conditions of major customers, manages collection
due dates and balances of each customer and tries to identify credit risk of customers
with worsening financial conditions at the early stage and mitigate the risk. Credit
risk of securities is quite low because the Group utilizes certificate of deposits with
high credit ratings, up to a limited amount, which is approved by the Company.
The Group believes credit risk of derivative transactions is almost nil because
counterparties are financial institutions with high credit ratings.
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14. Financial Instruments (continued)

Overview (continued)

(c) Risk management for financial instruments (continued)

(ii) Monitoring of market risks (the risks arising from fluctuations in foreign currency
exchange rates, interest rates and others)

The Group mainly utilizes forward foreign currency exchange contracts for hedging
of fluctuation risk which is identified by each currency. Depending on the market
conditions of foreign currencies, the Group utilizes forward foreign currency
exchange contracts for forecasted export transactions with a maximum period of 6
months.

The Group utilizes interest rate swap agreements and interest-rate and cross
currency swap agreements to mitigate fluctuation risk of interest rates and
fluctuation risk of loan principal due to floating exchange rates.

The Group continuously reviews securities holdings by monitoring periodically the
market value and financial condition of securities’ issuers (companies with business
relationships with the Group) and by evaluating those relationships.

The Group has established policies which include maximum upper limits and
reporting obligations for derivative transactions and complies fully with these
guidelines. Derivative transactions are entered into by the Company’s Accounting
Department and certain consolidated subsidiaries. The Company carries out mutual
supervision and monitoring of the derivative transactions in accordance with
management policies and its consolidated subsidiaries apply the same approach.
Each derivative transaction of the Company is reported to the responsible director
when entered into. The consolidated subsidiaries are required to report the status of
their derivatives transactions to the Company on a monthly basis and are also
required to consult with the Company when they enter into derivative transactions
other than forward foreign currency exchange contracts.

(iii) Monitoring of liquidity risk (the risk that the Group may not be able to meet its
obligations on scheduled due dates)

The Group manages liquidity risk with the responsible section preparing and
updating cash flow plans and keeping necessary funds based on reports of each
section.



NTN Corporation and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (continued)

35

14. Financial Instruments (continued)

Overview (continued)

(d) Supplementary explanation of the fair value of financial instruments

Since various assumptions and factors are reflected in estimating the fair value of
financial instruments, different assumptions and factors could result in different fair
value. In addition, the notional amounts of derivatives in Note 15 “Derivative Financial
Instruments and Hedging Activities’’ are not necessarily indicative of the actual market
risk involved in the derivative transactions.

Fair Value of Financial Instruments

The carrying value of financial instruments on the consolidated balance sheets, fair value and
the difference as of March 31, 2022 and 2021, are shown in the following table.

Millions of yen
2022 2021

Carrying
value Fair value Difference

Carrying
value Fair value Difference

(1) Investment securities (*2)  ¥ 4,836  ¥ 4,837  ¥ 1  ¥ 21,789  ¥ 21,789  ¥ —

Total assets  ¥ 4,836  ¥ 4,837  ¥ 1  ¥ 21,789  ¥ 21,789  ¥ —

(1) Bonds  ¥ 80,000  ¥ 81,672  ¥ 1,672  ¥ 80,000  ¥ 79,993  ¥ (7)
(2) Long-term bank loans 179,802 178,833 (969) 220,967 221,989 1,022

Total liabilities  ¥ 259,802  ¥ 260,505  ¥ 703  ¥ 300,967  ¥ 301,982  ¥ 1,015
Derivative transactions (*3)  ¥ (2,417)  ¥ (2,417)  ¥ —  ¥ (1,523)  ¥ (1,523)  ¥ —

Thousands of U.S. dollars
2022

Carrying
value Fair value Difference

(1) Investment securities (*2)  $ 39,677  $ 39,685  $ 8
Total assets  $ 39,677  $ 39,685  $ 8

(1) Bonds  $ 656,356  $ 670,074  $ 13,718
(2) Long-term bank loans 1,475,178 1,467,227 (7,951)

Total liabilities  $ 2,131,534  $ 2,137,301  $ 5,767
Derivative transactions (*3)  $ (19,830)  $ (19,830)  $ —
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14. Financial Instruments (continued)

Fair Value of Financial Instruments (continued)

*1: Information of Cash and cash equivalents, Notes and accounts trade receivables,
Electronically recorded monetary claims, Short-term loans receivable included in other
current assets, Notes and accounts trade payables, Short-term bank loans, Current
portion of long-term debt, Electronically recorded obligations, Accrued income taxes is
omitted since these items are cash or are settled in short time period and thus fair value
is similar to their carrying amounts.

*2: Stocks with no quoted market price are not included in (1) Investment securities. This
financial instruments on the consolidate balance sheets as of March 31, 2022 and 2021,
are shown in the following table.

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Unlisted stocks  ¥ 19,843  ¥ 22,048  $ 162,801
Total  ¥ 19,843  ¥ 22,048  $ 162,801

*3: Assets and liabilities arising from derivative transactions are shown at net value with the
amount shown in parentheses representing net liability position.
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14. Financial Instruments (continued)

Fair Value of Financial Instruments (continued)

Note 1: Redemption schedules for cash and cash equivalents, receivables and marketable
securities with maturities at March 31, 2022 and 2021 are as follows:

Millions of yen
2022

Within one
year

More than
one year and
within five

years

More than
five years
and within
ten years

More than
ten years

Cash and cash equivalents  ¥ 121,461  ¥ –  ¥ –  ¥ –
Short-term investments 7,183 – – –
Trade receivables 125,507 – – –
Electronically recorded
monetary claims 6,491 – – –

Short-term loans receivable
included in other current
assets 57 – – –

Total  ¥ 260,699  ¥ –  ¥ –  ¥ –

Millions of yen
2021

Within one
year

More than
one year and
within five

years

More than
five years
and within
ten years

More than
ten years

Cash and cash equivalents ¥ 147,249 ¥ – ¥ – ¥ –
Short-term investments 7,720 – – –
Trade receivables 116,605 – – –
Electronically recorded
monetary claims 4,996 – – –

Short-term loans receivable
included in other current
assets 68 – – –

Total  ¥ 276,638  ¥ –  ¥ –  ¥ –
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14. Financial Instruments (continued)

Fair Value of Financial Instruments (continued)

Thousands of U.S. dollars
2022

Within one
year

More than
one year and
within five

years

More than
five years
and within
ten years

More than
ten years

Cash and cash equivalents  $ 996,521  $ –  $ –  $ –
Short-term investments 58,933 – – –
Trade receivables 1,029,717 – – –
Electronically recorded
monetary claims 53,255 – – –

Short-term loans receivable
included in other current
assets 468 – – –

Total  $ 2,138,894  $ –  $ –  $ –

Note 2: The redemption schedule for long-term debt is disclosed in Note 9 “Short-Term
Bank Loans, Long-Term Debt and Lease Obligations” section of these Notes to
Consolidated Financial Statements.

Fair Value Hierarchy

Financial instruments measured at fair value are classified into three levels of a fair value
hierarchy based on observability and materiality of inputs used for fair value measurement.
The three levels of the hierarchy are as follows:

Level 1: Among the inputs measured at observable fair value, fair value measured using
quoted prices for assets or liabilities in active markets.

Level 2: Among the inputs measured at observable fair value, fair value ensured using quoted
prices other than the quoted prices included in Level 1.

Level 3: Fair value measured using unobservable inputs.

When multiple inputs that have a significant impact on the calculation of fair value are used,
fair value is classified to the level with the lowest priority in the calculation of fair value
among the levels to which each of those inputs belongs.
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14. Financial Instruments (continued)

Fair Value Hierarchy (continued)

(1) Financial instruments measured at fair value in consolidated balance sheet.

Millions of yen
2022

Level 1 Level 2 Level 3 Total
Investment securities:

Other current assets
Stocks ¥ 4,835 ¥ – ¥ – ¥ 4,835

Derivative transactions:
Currency related – (2,417) – (2,417)

Total assets ¥ 4,835 ¥ (2,417) ¥ – ¥ 2,418
Not applicable ¥ – ¥ – ¥ – ¥ –

Total liabilities ¥ – ¥ – ¥ – ¥ –

Thousands of U.S. dollars
2022

Level 1 Level 2 Level 3 Total
Investment securities:

Other current assets
Stocks $ 39,669 $ – $ – $ 39,669

Derivative transactions:
Currency related – (19,830) – (19,830)

Total assets $ 39,669 $ (19,830) $ – $ 19,839
Not applicable $ – $ – $ – $ –

Total liabilities $ – $ – $ – $ –

(2) Financial instruments other than financial instruments measured at fair value in
consolidated balance sheet.

Millions of yen
2022

Level 1 Level 2 Level 3 Total
Investment securities:

Other current assets
Stocks ¥ – ¥ 2 ¥ – ¥ 2

Total assets ¥ – ¥ 2 ¥ – ¥ 2
Bonds ¥ – ¥ 81,672 ¥ – ¥ 81,672
Long-term bank loans – 178,833 – 178,833

Total liabilities ¥ – ¥ 260,505 ¥ – ¥ 260,505
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14. Financial Instruments (continued)

Fair Value Hierarchy (continued)

(2) Financial instruments other than financial instruments measured at fair value in
consolidated balance sheet. (continued)

Thousands of U.S. dollars
2022

Level 1 Level 2 Level 3 Total
Investment securities:

Other current assets
Stocks $ –  $ 16 $ –  $ 16

Total assets $ –  $ 16 $ –  $ 16
Bonds $ –  $ 670,074 $ –  $ 670,074
Long-term bank loans – 1,467,227 – 1,467,227

Total liabilities $ –  $ 2,137,301 $ –  $ 2,137,301

Note : Explanation of evaluation method used to determine fair value and inputs
measured at fair value.

Investment securities

Investment securities are measured using quoted market price. The fair value is classified
into Level 1 since Listed stocks are traded in active market. Unlisted stocks held by the
Group are classified into Level 2 as they are not quoted in active market due to the lack
of sufficient frequency of transactions.

Derivative transactions

Fair value of interest-rate and cross currency swap agreement and forward foreign
currency exchange contracts are measured based on price measured by financial
institutions which the Group trade offered and therefore is classified into Level 2.

Bonds

Fair value of bonds payable that the Group issued is measured based on market price and
therefore is classified into Level 2.
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14. Financial Instruments (continued)

Fair Value Hierarchy (continued)

(2) Financial instruments other than financial instruments measured at fair value in
consolidated balance sheet. (continued)

Long-term bank loans

The fair value of long-term loans is measured based on the present value of the total of
principal and interest discounted by the interest rate to be applied assuming new loans
under the similar conditions to existing loans are made. Certain long-term loans with
floating interest rates have been hedged by interest rate swap agreements and interest-
rate and cross currency swap agreements. The fair value is the total of the principal and
interest discounted by the interest rate to be applied assuming new loans under the similar
conditions to existing loans are made and therefore the value is classified into Level 2.

15. Derivative Financial Instruments and Hedging Activities

(a) Derivative transactions to which hedge accounting is not applied

The estimated fair value of the derivatives positions outstanding which do not qualify
for deferral hedge accounting at March 31, 2022 and 2021 is summarized as follows:

Currency-related transactions

Millions of yen
2022

Classification Transaction
Notional
amount

More than
one year Fair value

Valuation
gain (loss)

Over-the-counter
transactions

Forward foreign currency
exchange contracts
Selling:

Euro ¥ 4,329 ¥ – ¥ (168) ¥ (168)
U.S. dollars 14,782 – (898) (898)
Other 2,012 – (144) (144)

Interest-rate and cross
currency swaps

Receive/fixed yen and
pay/fixed Euro 14,150 9,137 (912) (912)

Receive/fixed yen and
pay/fixed U.S. dollars 7,940 274 (295) (295)

Total ¥ 43,213 ¥ 9,411 ¥ (2,417) ¥ (2,417)
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15. Derivative Financial Instruments and Hedging Activities (continued)

(a) Derivative transactions to which hedge accounting is not applied (continued)

Currency-related transactions (continued)

Millions of yen
2021

Classification Transaction
Notional
amount

More than
one year Fair value

Valuation
gain (loss)

Over-the-counter
transactions

Forward foreign currency
exchange contracts
Selling:

Euro ¥ 5,562 ¥ – ¥ (73) ¥ (73)
U.S. dollars 16,978 – (860) (860)
Other 2,620 – (80) (80)

Interest-rate and cross
currency swaps
Receive/fixed yen and
pay/fixed Euro 12,292 6,187 (411) (411)

Receive/fixed yen and
pay/fixed U.S. dollars 9,467 – (99) (99)

Total  ¥ 46,919  ¥ 6,187  ¥ (1,523)  ¥ (1,523)

Thousands of U.S. dollars
2022

Classification Transaction
Notional
amount

More than
one year Fair value

Valuation
gain (loss)

Over-the-counter
transactions

Forward foreign currency
exchange contracts
Selling:

Euro $ 35,517 $ – $ (1,378) $ (1,378)
U.S. dollars 121,278 – (7,368) (7,368)
Other 16,508 – (1,182) (1,182)

Interest-rate and cross
currency swaps

Receive/fixed yen and
pay/fixed Euro 116,093 74,964 (7,482) (7,482)

Receive/fixed yen and
pay/fixed U.S. dollars 65,143 2,248 (2,420) (2,420)

Total $ 354,539 $ 77,212 $ (19,830) $ (19,830)
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15. Derivative Financial Instruments and Hedging Activities (continued)

(b) Derivative transactions to which hedge accounting is applied

The estimated fair value of the derivatives positions outstanding which qualify for
deferral hedge accounting at March 31, 2022 and 2021 is summarized as follows.

Millions of yen
2022

Method of hedge
accounting Transaction

Notional
amount

More than
one year Fair value

Swap rates applied to
underlying long-term
debt

Interest rate swaps
Receive / floating
and pay / fixed  ¥ 2,500  ¥ 2,500 (*1)

Forward foreign
currency exchange
contracts applied to
underlying accounts-
trade receivable

Forward foreign
currency
exchange contract
Selling:

U.S. dollars – – (*2)

Millions of yen
2021

Method of hedge
accounting Transaction

Notional
amount

More than
one year Fair value

Swap rates applied to
underlying long-term
debt

Interest rate swaps
Receive / floating
and pay / fixed ¥ 2,500 ¥ 2,500 (*1)

Forward foreign
currency exchange
contracts applied to
underlying accounts-
trade receivable

Forward foreign
currency
exchange contract
Selling:

U.S. dollars – – (*2)

Thousands of U.S. dollars
2022

Method of hedge
accounting Transaction

Notional
amount

More than
one year Fair value

Swap rates applied to
underlying long-term
debt

Interest rate swaps
Receive / floating
and pay / fixed  $ 20,511  $ 20,511 (*1)

Forward foreign
currency exchange
contracts applied to
underlying accounts-
trade receivable

Forward foreign
currency
exchange contract
Selling:

U.S. dollars – – (*2)
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15. Derivative Financial Instruments and Hedging Activities (continued)

(b) Derivative transactions to which hedge accounting is applied (continued)

*1 Because interest rate swap agreements are accounted for applying swap rates to
underlying long-term debt, their fair value is included in that of long-term debt
disclosed in Note 14 “Financial Instruments.”

*2 Because forward foreign currency exchange contracts are accounted for applying
forward foreign exchange rate to underlying accounts-trade receivable, for the years
ended March 31, 2022 and 2021, respectively, their fair value is included in that of
accounts-trade receivable.

16. Research and Development Costs

Research and development costs included in cost of sales and selling, general and
administrative expenses totaled ¥17,444 million ($143,119 thousand) and ¥17,486 million
for the years ended March 31, 2022 and 2021, respectively.

17. Loss on Surcharge Payments under the Anti-Monopoly Act

In the U.S., the Company and its consolidated subsidiaries reached a settlement with the
direct purchasers regarding the class action suit that was filed in the U.S. District Court for
the Eastern District of Michigan in November 2020. This settlement agreement ended the
class action suit in the United States.

In addition, in March 2021, the Conselho Administrativo de Defesa Econômica decided to
impose fines of 9,318,311.31 Brazilian reals on the consolidated subsidiary in Brazil for
violating the Brazilian competition law in connection with sales of bearings in Brazil, and
the subsidiary paid the fines in May 2021.

The Company has negotiated the compensation of damages with a part of customers in
association with investigations by the authorities about the competition laws. Nevertheless,
in overall consideration of the effects to operations of the Company and its consolidated
subsidiaries due to extended negotiations, the Company reached the conclusion to pay the
settlement amount because the Company considered that an amicable and early resolution
would accord with the overall benefits for both parties for the year ended March 31, 2022.

As a result, the Company and its consolidated subsidiaries recorded loss on surcharge
payments under the Anti-Monopoly Act in the amount of ¥2,929 million ($24,031 thousand)
and ¥1,176 million for the years ended March 31, 2022 and 2021, respectively.
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18. Subsidy Income

The Company recorded subsidy income in the amount of ¥5,769 million for the year ended
March 31, 2021. This represents the income such as subsidies for employment adjustment
recorded during the period attributable to the Company and certain consolidated subsidiaries
that had temporarily suspended operations due to the spread of the COVID-19 infection
worldwide.

19. Loss Resulting from Low Operating Capacity

The Company recorded loss resulting from low operating capacity in the amount of ¥3,344
million for the year ended March 31, 2021. This represents fixed costs recorded during the
period attributable to the Company and certain consolidated subsidiaries that had temporarily
suspended operations due to the spread of the COVID-19 infection worldwide.

20. Gain on Sales of Fixed Assets

A breakdown of gain on sales of fixed assets recognized by the Company for the year ended
March 31, 2022 is as follows:

Millions of yen
Thousands of
U.S. dollars

2022 2022
Gain on sales of land and building of headquarter  ¥ 3,730  $ 30,603
Others 120 984
Total  ¥ 3,850  $ 31,587
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21. Other Comprehensive Income

The following table presents the analysis of other comprehensive income for the years ended
March 31, 2022 and 2021.

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022
Net unrealized holding (loss) gain on
securities:
Amount arising during the year  ¥ (423) ¥ 10,765  $ (3,470)
Reclassification adjustments for gains
included in profit (10,484) (5,699) (86,016)
Before tax effect (10,907) 5,066 (89,486)
Tax effect 3,292 (1,513) 27,009

Total (7,615) 3,553 (62,477)
Translation adjustments:

Amount arising during the year 22,946 15,057 188,259
Reclassification adjustments for gains
included in profit – – –
Before tax effect 22,946 15,057 188,259
Tax effect – – –

Total 22,946 15,057 188,259
Retirement benefit liability adjustments:

Amount arising during the year 3,701 7,438 30,365
Reclassification adjustments for gains
included in profit 1,268 1,365 10,403
Before tax effect 4,969 8,803 40,768
Tax effect (173) (1,779) (1,419)

Total 4,796 7,024 39,349
Share of other comprehensive gain (loss) of
affiliates accounted for by the equity
method:
Amount arising during the year 1,759 29 14,432
Reclassification adjustments for gains
included in profit – (543) –

Total 1,759 (514) 14,432
Other comprehensive income, net ¥ 21,886  ¥ 25,120 $ 179,563
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22. Income Taxes

Income taxes applicable to the Company and its domestic subsidiaries comprise corporate
taxes, inhabitants’ taxes and enterprise taxes which, in the aggregate, resulted in statutory tax
rates of 29.9% and 29.9% for the years ended March 31, 2022 and 2021, respectively.
Overseas subsidiaries are subject to the income taxes of the respective countries in which
they operate.

The effective tax rate for the year ended March 31, 2022 differ from the Company’s statutory
tax rate for the following reasons:

2022
Statutory tax rate 29.9%
Permanent non-deductible expenses 1.3
Permanent non-taxable income (6.6)
Elimination of dividend income 10.8
Equity in earnings of affiliates (1.9)
Difference in overseas consolidated subsidiaries’ applicable tax rate (6.9)
Decrease in valuation allowance (8.2)
Tax credit for research and development expenses (3.3)
Unrealized inter-company profit (4.7)
Undistributed earnings of subsidiaries and affiliates 39.1
Other (1.1)
Effective tax rate 48.4%

The details of the differences between the statutory tax rate and effective tax rate for March
31, 2021 are omitted because the Company and its consolidated subsidiaries recorded a loss
before income taxes.
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22. Income Taxes (continued)

The tax effects of temporary differences which gave rise to significant portions of the
deferred tax assets and liabilities at March 31, 2022 and 2021 are presented below:

Millions of yen
Thousands of
U.S. dollars

2022 2021 2022

Deferred tax assets:
Tax loss carryforwards ¥ 30,022 ¥ 25,653 $ 246,314
Liability for retirement benefits 15,771 16,639 129,392
Impairment loss 8,982 9,601 73,692
Inventories 2,693 691 22,095
Accrued expenses 2,150 2,785 17,640
Valuation loss on investment securities 31 458 254
Other 1,778 2,432 14,588

Gross deferred tax assets 61,427 58,259 503,975
Valuation allowance for tax loss
carryforwards (27,449) (23,531) (225,204)

Valuation allowance for taxable
temporary differences (22,317) (26,400) (183,099)

Less: valuation allowance (49,766) (49,931) (408,303)
Total deferred tax assets 11,661 8,328 95,672

Deferred tax liabilities:
Undistributed earnings of subsidiaries and
affiliates (7,325) – (60,098)
Gain on contribution of securities to
retirement benefit trust (3,046) (3,046) (24,991)

Depreciation and amortization (2,023) (2,195) (16,598)
Reserve for deferred gain on property
included in retained earnings (1,066) (1,113) (8,746)

Asset for retirement benefits (465) – (3,815)
Unrealized holding gain on securities (395) (3,685) (3,241)
Other (1,835) (1,707) (15,054)

Total deferred tax liabilities (16,155) (11,746) (132,543)
Net deferred tax assets (liabilities) ¥ (4,494)  ¥ (3,418) $ (36,871)
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22. Income Taxes (continued)

Note : Tax loss carryforwards and related deferred tax assets as of March 31, 2022 and
2021 expired or will expire as follows:

Millions of yen
2022

Year ending March 31,
Tax loss

carryforwards (*1)

Valuation allowance
for tax loss

carryforwards

Deferred tax assets
for tax loss

carryforwards
2022 ¥ 164 ¥ (164) ¥ –
2023 – – –
2024 47 (47) –
2025 236 (116) 120
2026 215 (193) 22
2027 and thereafter 29,360 (26,929) 2,431

Total ¥ 30,022 ¥ (27,449)  (*2) ¥ 2,573

Millions of yen
2021

Year ending March 31,
Tax loss

carryforwards (*1)

Valuation allowance
for tax loss

carryforwards

Deferred tax assets
for tax loss

carryforwards
2022 ¥ 410 ¥ (237) ¥ 173
2023 339 (72) 267
2024 324 (7) 317
2025 550 (146) 404
2026 1,017 (588) 429
2027 and thereafter 23,013 (22,481) 532

Total ¥ 25,653 ¥ (23,531)  (*2) ¥ 2,122
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22. Income Taxes (continued)

Note : Tax loss carryforwards and related deferred tax assets as of March 31, 2022 and
2021 expired or will expire as follows (continued):

Thousands of U.S. dollars
2022

Year ending March 31,
Tax loss

carryforwards (*1)

Valuation allowance
for tax loss

carryforwards

Deferred tax assets
for tax loss

carryforwards
2022  $ 1,346  $ (1,346) $ –
2023 – – –
2024 386 (386) –
2025 1,936 (951) 985
2026 1,763 (1,583) 180
2027 and thereafter 240,883 (220,938) 19,945

Total  $ 246,314  $ (225,204)  (*2) $ 21,110

(*1) The tax loss carryforwards in the above table are measured using the statutory tax rates.

(*2) The balance of deferred tax assets of ¥2,573 million ($21,110 thousand) and ¥2,122
million arising from tax loss carryforwards of ¥30,022 million ($246,314 thousand) and
¥25,653 million calculated after multiplying the loss amount with the statutory tax rates
as of March 31, 2022 and 2021, respectively. A certain portion of tax loss carryforwards
was considered to be recoverable in future income taxes because it is probable that future
taxable profit would be available.
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23. Amounts per Share

Amounts per share at March 31, 2022 and 2021 and for the years then ended were as follows:

Yen U.S. dollars
2022 2021 2022

Net assets  ¥ 372.70 ¥ 321.04  $ 3.06
Profit (loss) attributable to owners of
parent:
Basic 13.83 (21.92) 0.11
Cash dividends – – –

Amounts per share of net assets are computed based on the number of shares of common
stock outstanding at the year end.

Basic profit or loss attributable to owners of parent per share is computed based on the profit
or loss attributable to owners of parent of common stock and the weighted-average number
of shares of common stock outstanding during the year. Diluted profit attributable to owners
of parent per share has not been presented because there were no potentially dilutive shares
of common stock for the year ended March 31, 2022. Diluted profit attributable to owners of
parent per share had not been presented because there were no potentially dilutive shares of
common stock and the Company and consolidated subsidiaries recorded net loss for the year
ended March 31, 2021.

The Company recorded shares held by the “Officer Remuneration BIP Trust” (Please refer to
Note 5) as treasury stock in the consolidated financial statements as of March 31, 2022 and
2021. Accordingly, to compute “net assets per share,” the Company’s shares held by the trust
(754,440 shares and 456,169 shares at March 31, 2022 and 2021, respectively) are included
in treasury stock that is excluded from the number of shares outstanding as of March 31, 2022
and 2021. In addition, to compute “Profit (loss) attributable to owners of parent per share,”
the Company’s shares held by the trust (636,731 and 461,245 average number of shares for
the years ended March 31, 2022 and 2021, respectively) are included in treasury stock that is
excluded from the computation of the average number of shares for the years ended March
31, 2022 and 2021.

Cash dividends per share represent the cash dividends proposed by the Board of Directors as
applicable to the respective years together with the interim cash dividends paid.
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24. Revenue Recognition

1. Breakdown of Revenue from Contracts with Customers

The Group’s main business involves the manufacture and sale of bearings, CVJs, and
precision equipments and other products.

The breakdown of revenue arising from contracts with customers for the fiscal year
ended March 31, 2022 is summarized as follows:

Millions of yen
2022

Japan Americas Europe
Asia and

other areas Total
Aftermarket  ¥ 26,437  ¥ 26,907  ¥ 35,294  ¥ 23,559  ¥ 112,197
Industrial machinery 47,146 28,174 29,074 21,711 126,105
Automotive 113,272 122,483 74,868 93,099 403,722
Total  ¥ 186,855  ¥ 177,564  ¥ 139,236  ¥ 138,369  ¥ 642,024

Thousands of U.S. dollars
2022

Japan Americas Europe
Asia and

other areas Total
Aftermarket  $ 216,901  $ 220,757  $ 289,568  $ 193,289  $ 920,515
Industrial machinery 386,808 231,152 238,536 178,127 1,034,623
Automotive 929,335 1,004,907 614,251 763,826 3,312,319
Total  $ 1,553,044  $ 1,456,816  $ 1,142,355  $ 1,135,242  $ 5,267,457

*1 The amount shown is sales to customers outside of the Group.
*2 “Americas” includes the U.S.A., Canada and Central and South America. “Europe”

includes Germany, France, the U.K. and others. “Asia and other areas” include
China, Thailand, India and others.

2. Basic Information for Understanding Revenue from Contracts with Customers

Basic information for Understanding Revenue Arising from Contracts with Customers
is shown in “(l) Revenue Recognition” of Note 2 “Summary of Significant Accounting
Policies”.
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25. Segment Information

1. Outline of reporting segments

The Company and its subsidiaries’ (correctively, the “Group”) reporting segments are
divisions of the Group for which separate financial information is available, and whose
operating results are reviewed regularly by the highest management decision-making
body (the Board of Directors meeting of the Company) in order to allocate management
resources and assess performance of operations.

The Group’s main business lines consist of the manufacture and sales of bearings, CVJs
and precision equipments for the aftermarket, general industrial machinery market, and
automotive market. Business activities in Japan are controlled by the Company (the Head
Office), and overseas business activities are controlled by the General Manager
responsible in each region. Business entities in each region prepare their own plans and
strategies to conduct business activities while analyzing profitability and the investment
efficiency of operations.

Accordingly, the Group has four reporting segments based on geographic business
segmentation controlled by the Head Office or the General Managers: Japan, the
Americas, Europe, and Asia and other areas. Each reporting segment engages in the
manufacture and sale of bearings, CVJs, and precision equipments and other products.

2. Calculation methods used for net sales, profit or loss, assets, liabilities and other items
on each reporting segment

The accounting policies of the segments are substantially the same as those described in
Note 2 “Summary of Significant Accounting Policies.” Inter-segment sales and transfers
are recorded at the same prices used in transactions with third parties.
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25. Segment Information (continued)

3. Information as to net sales, profit or loss, assets, liabilities, and other items for each
reporting segment for the years ended March 31, 2022 and 2021

Reportable segment information for the years ended March 31, 2022 and 2021 is
summarized as follows:

Millions of yen
2022

Reporting segments

Japan Americas Europe
Asia and

other areas Total Adjustments Consolidated
Sales, profit and assets
or liabilities by
reporting segments:

Net sales:
Sales to third parties  ¥ 186,855  ¥ 177,564  ¥ 139,236  ¥ 138,369  ¥ 642,024  ¥ –  ¥ 642,024
Inter-segment sales and
transfers 134,261 1,080 4,211 8,941 148,493 (148,493) –

Total 321,116 178,644 143,447 147,310 790,517 (148,493) 642,024
Segment profit or loss  ¥ 7,623  ¥ (7,428)  ¥ (4,266)  ¥ 14,090  ¥ 10,019  ¥ (3,139)  ¥ 6,880
Segment assets  ¥ 659,756  ¥ 196,793  ¥ 133,622  ¥ 206,809  ¥ 1,196,980  ¥ (341,496)  ¥ 855,484
Segment liabilities  ¥ 460,062  ¥ 134,499  ¥ 92,127  ¥ 36,547  ¥ 723,235  ¥ (84,176)  ¥ 639,059

Other items:
Depreciation and
amortization  ¥ 14,699  ¥ 8,959  ¥ 7,379  ¥ 6,862  ¥ 37,899  ¥ –  ¥ 37,899

Capital expenditures  ¥ 14,507  ¥ 3,255  ¥ 4,047  ¥ 3,590  ¥ 25,399  ¥ –  ¥ 25,399
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25. Segment Information (continued)

3. Information as to net sales, profit or loss, assets, liabilities, and other items for each
reporting segment for the years ended March 31, 2022 and 2021 (continued)

Millions of yen
2021

Reporting segments

Japan Americas Europe
Asia and

other areas Total Adjustments Consolidated
Sales, profit and assets
or liabilities by
reporting segments:

Net sales:
Sales to third parties ¥ 168,281 ¥ 142,228 ¥ 126,777 ¥ 125,561 ¥ 562,847 ¥ – ¥ 562,847
Inter-segment sales and
transfers 98,690 706 2,421 7,859 109,676 (109,676) –

Total 266,971 142,934 129,198 133,420 672,523 (109,676) 562,847
Segment profit  ¥ (10,793)  ¥ (2,803)  ¥ (2,428)  ¥ 12,306  ¥ (3,718)  ¥ 579  ¥ (3,139)
Segment assets ¥ 644,492 ¥ 161,917 ¥ 129,992 ¥ 187,411 ¥ 1,123,812 ¥ (287,248) ¥ 836,564
Segment liabilities ¥ 479,412 ¥ 118,725 ¥ 84,609 ¥ 38,394 ¥ 721,140 ¥ (68,327) ¥ 652,813

Other items:
Depreciation and
amortization  ¥ 12,876  ¥ 8,931  ¥ 7,232  ¥ 6,440  ¥ 35,479  ¥ –  ¥ 35,479

Capital expenditures ¥ 18,475 ¥ 6,380 ¥ 3,494 ¥ 3,082 ¥ 31,431 ¥ (0) ¥ 31,431
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25. Segment Information (continued)

3. Information as to net sales, profit or loss, assets, liabilities, and other items for each
reporting segment for the years ended March 31, 2022 and 2021 (continued)

Thousands of U.S. dollars
2022

Reporting segments

Adjustments ConsolidatedJapan Americas Europe
Asia and

other areas Total
Sales, profit and assets
or liabilities by
reporting segments:

Net sales:
Sales to third parties  $ 1,533,044  $ 1,456,816  $ 1,142,355  $ 1,135,242  $ 5,267,457  $ –  $ 5,267,457
Inter-segment sales and
transfers 1,101,538 8,861 34,549 73,356 1,218,304 (1,218,304) –

Total 2,634,582 1,465,677 1,176,904 1,208,598 6,485,761 (1,218,304) 5,267,457
Segment profit or loss  $ 62,543  $ (60,943)  $ (35,000)  $ 115,600  $ (82,200)  $ (25,753)  $ 56,447
Segment assets  $ 5,412,938  $ 1,614,579  $ 1,096,297  $ 1,696,755  $ 9,820,569  $(2,801,789)  $ 7,018,780
Segment liabilities  $ 3,744,558  $ 1,103,491  $ 755,852  $ 299,848  $ 5,933,749  $ (690,619)  $ 5,243,130

Other items:
Depreciation and
amortization  $ 120,597  $ 73,504  $ 60,541  $ 56,299  $ 310,941  $ –  $ 310,941

Capital expenditures  $ 119,022  $ 26,706  $ 33,203  $ 29,454  $ 208,385  $ –  $ 208,385

The total amount of segment profit is adjusted to operating income of the consolidated
statement of operations.

Other than those corresponding to segment assets, adjustments relate to the elimination
of inter-segment transactions, etc. The adjustments for segment assets consist of inter-
segment elimination, etc. of ¥347,522 million ($2,851,229 thousand) and ¥313,207
million and the corporate assets of the Group of ¥6,025 million ($49,432 thousand) and
¥25,959 million for the years ended March 31, 2022 and 2021, respectively. The
corporate assets are mainly long-term investment funds (investment securities) for the
years ended March 31, 2022 and 2021.
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25. Segment Information (continued)

4. Related information

(1) Sales by products and service

Sales by products and service classified by the similarity of the market for the years
ended March 31, 2022 and 2021 are summarized as follows:

Millions of yen
2022

Aftermarket
Industrial
machinery Automotive Total

Sales to third parties ¥ 112,197 ¥ 126,105 ¥ 403,722 ¥ 642,024

Millions of yen
2021

Aftermarket
Industrial
machinery Automotive Total

Sales to third parties ¥ 91,493 ¥ 101,853 ¥ 369,501 ¥ 562,847

Thousands of U.S. dollars
2022

Aftermarket
Industrial
machinery Automotive Total

Sales to third parties $ 920,515 $ 1,034,623 $ 3,312,319 $ 5,267,457
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25. Segment Information (continued)

4. Related information (continued)

(2) Regional information

(a) Sales

Sales categorized by country and region based on locations of customers within
the Group for the years ended March 31, 2022 and 2021 are summarized as
follows:

Millions of yen
2022

Japan Americas Europe
Asia and

other areas Total
¥ 180,756 ¥ 181,215 ¥ 127,056 ¥ 152,997 ¥ 642,024

Millions of yen
2021

Japan Americas Europe
Asia and

other areas Total
¥ 162,814 ¥ 144,432 ¥ 117,235 ¥ 138,366 ¥ 562,847

Thousands of U.S. dollars
2022

Japan Americas Europe
Asia and

other areas Total
$ 1,483,004 $ 1,486,770 $ 1,042,425 $ 1,255,258 $ 5,267,457

“Americas” includes the U.S.A., Canada and Central and South America.
“Europe” includes Germany, France, the U.K. and others. “Asia and other areas”
include China, Thailand, India and others. The sales of the “Americas” segment
above include the sales to customers in the U.S.A. of ¥151,318 million
($1,241,482 thousand) and ¥123,096 million for the years ended March 31,
2022 and 2021, respectively. The sales of the “Asia and other areas” segment
above include the sales to customers in China of ¥77,116 million ($632,695
thousand) for the year ended March 31, 2022.
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25. Segment Information (continued)

4. Related information (continued)

(2) Regional information (continued)

(b) Property, plant and equipment

Property, plant and equipment categorized by country and region within the
Group at March 31, 2022 and 2021 are summarized as follows:

Millions of yen
2022

Japan Americas Europe
Asia and

other areas Total
¥ 104,086 ¥ 78,182 ¥ 43,696 ¥ 39,833 ¥ 265,797

Millions of yen
2021

Japan Americas Europe
Asia and

other areas Total
¥ 100,948 ¥ 75,696 ¥ 44,944 ¥ 38,856 ¥ 260,444

Thousands of U.S. dollars
2022

Japan Americas Europe
Asia and

other areas Total
¥ 853,969 ¥ 641,441 ¥ 358,502 ¥ 326,808 ¥ 2,180,720

1. Property, plant and equipment in “Americas” in the amount of ¥69,439
million ($569,709 thousand) and ¥67,760 million is located in the U.S.A.
at March 31, 2022 and 2021, respectively.

2. Property, plant and equipment in “Europe” in the amount of ¥27,323
million ($224,170 thousand) and ¥28,429 million is located in France at
March 31, 2022 and 2021, respectively.

3. Property, plant and equipment in “Asia and other areas” in the amount of
¥29,318 million ($240,538 thousand) and ¥27,655 million is located in
China at March 31, 2022 and 2021, respectively.
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25. Segment Information (continued)

5. Loss on impairment of fixed assets

Loss on impairment of fixed assets by reporting segment for the years ended March 31,
2022 and 2021 is summarized as follows:

Millions of yen
2022

Japan Americas Europe
Asia and

other areas Adjustments Total
¥ 601 ¥ – ¥ – ¥ – ¥ – ¥ 601

Millions of yen
2021

Japan Americas Europe
Asia and

other areas Adjustments Total
¥ – ¥ 2,462 ¥ – ¥ – ¥ – ¥ 2,462

Thousands of U.S. dollars
2022

Japan Americas Europe
Asia and

other areas Adjustments Total
$ 4,931 $ – $ – $ – $ – $ 4,931
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25. Segment Information (continued)

6. Amortization of goodwill and unamortized balance

Amortization of goodwill and unamortized balance by reporting segment for the years
ended March 31, 2022 and 2021 is summarized as follows:

Millions of yen
2022

Japan Americas Europe
Asia and

other areas Adjustments Total
Amortization of
goodwill  ¥ 161 ¥ – ¥ – ¥ – ¥ –  ¥ 161

Unamortized
balance of
goodwill as of
March 31, 2022  ¥ 1,983 ¥ – ¥ – ¥ – ¥ –  ¥ 1,983

Millions of yen
2021

Japan Americas Europe
Asia and

other areas Adjustments Total
Amortization of
goodwill ¥ – ¥ – ¥ – ¥ – ¥ – ¥ –

Unamortized
balance of
goodwill as of
March 31, 2021 ¥ – ¥ – ¥ – ¥ – ¥ – ¥ –

Thousands of U.S. dollars
2022

Japan Americas Europe
Asia and

other areas Adjustments Total
Amortization of
goodwill  $ 1,321 $ – $ – $ – $ –  $ 1,321

Unamortized
balance of
goodwill as of
March 31, 2022  $ 16,269 $ – $ – $ – $ –  $ 16,269
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26. Business Combination

Business combination due to acquisition

The Company included Taira Forging Co., Ltd. which was an equity method affiliated
company in the scope of consolidated company acquiring the additional shares on June 28
2021.

1. Outline of business combination

(1) Company name and business description of acquired company

Acquired company: Taira Forging Co., Ltd.
Business description: Manufacture and sales of forged rings

(2) Main reason for business combination

The aim of the acquisition is to expand the business by strengthening integrated
bearing production system and competitiveness of bearing for industrial
machineries in the Noto region and continuing and enhancing business of the oil
casing pipe connectors and construction machineries parts utilizing forging
technology of Taira Forging Co., Ltd.

(3) Date of the business combination

June 28, 2021

(4) Legal form of the business combination

Acquisition of shares in exchange for Cash

(5) Name of company after the business combination

No change.

(6) Percentage of acquired voting rights

Voting rights before business combination 46.67%
Voting rights acquired on the date of business combination 10.00%
Voting rights after business combination 56.67%

(7) Main reason for determining acquiring company

As a result of the acquisition of more than one half of the voting rights of the
acquired company by acquiring the shares in exchange for cash.
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26. Business Combination (continued)

Business combination due to acquisition (continued)

2. Period during which the financial results of the acquired company are included in the
consolidated financial statements

From July 1, 2021 to March 31, 2022

3. Cost of acquisition of the acquired company and breakdown of the type of consideration

Millions of yen
Thousands of
U.S. dollars

2022 2022
Fair value of shares owned just before the
business combination on the date of business
combination  ¥ 4,900  $ 40,202

Consideration for the additional acquisition of
shares on the date of business combination 2,000 16,409

Total  ¥ 6,900  $ 56,611

4. Details and amount of primary acquisition-related expenses

Millions of yen
Thousands of
U.S. dollars

2022 2022
Compensation to outside consulting firm ¥ 5 $ 41

5. Difference between acquisition cost and total cost of individual transaction required for
the acquisition

Millions of yen
Thousands of
U.S. dollars

2022 2022
Gain on step acquisitions ¥ 228  $ 1,871

6. Amount of goodwill recognized, reason of its recognition, and method and period of
amortization

(1) Amount of goodwill recognized: ¥2,144 million ($17,590 thousand)

In the first quarter of the current fiscal year, the allocation of the acquisition cost
was not completed therefore the amount of goodwill was calculated provisionally
but it was completed at the second quarter of the current fiscal year.
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26. Business Combination (continued)

Business combination due to acquisition (continued)

6. Amount of goodwill recognized, reason of its recognition, and method and period of
amortization (continued)

(2) Reason of its recognition

The acquisition cost of the acquired company exceeded the fair value of net assets
of the acquired company at the date of the business combination, therefore the
excess amount is recorded as goodwill.

(3) Method and period of amortization

Straight-line method over 10 years

7. Amounts of assets acquired and liabilities assumed and breakdown

Millions of yen
Thousands of
U.S. dollars

2022 2022
Current assets  ¥ 4,799  $ 39,373
Fixed assets 6,989 57,341

Total assets  ¥ 11,788  $ 96,714
Current liabilities  ¥ 1,421  $ 11,659
Long-term liabilities 2,306 18,919

Total liabilities  ¥ 3,727  $ 30,578

8. Amount, description and amortization period for intangible assets other than goodwill

Millions of yen
Thousands of
U.S. dollars Amortization

period2022 2022
Technology-related assets  ¥ 1,043  $ 8,557 10 years
Contract-related assets 628 5,152 12 years

Total  ¥ 1,671  $ 13,709

9. Estimation and method of calculation of effect on Consolidated Statement of Operations
assuming the acquisition was completed at the beginning of the current fiscal year

The estimated effect is not material therefore it is omitted.
This note information has not been audited.


