
Editor’s notes:

1. The financial information set out herein is an English translation of the audited Consolidated Balance Sheet, 
Consolidated Statement of Operations, Consolidated Statement of Changes in Net Assets and the Financial 
Notes, which were prepared in accordance with the provisions set forth in the Companies Act of Japan and 
related regulations and in conformity with the accounting principles and practices generally accepted in Japan. 
In addition to the above financial information, we included in this report the Consolidated Statement of Cash 
Flows prepared in accordance with the Regulation for Terminology, Forms and Preparation of Consolidated 
Financial Statements for readers’ convenience, although this statement is not required as a part of the basic 
financial statements under the Companies Act of Japan. Please note that the Consolidated Statement of Cash 
Flows reported herein is not subject to an audit conducted by the independent auditors of the Company (reported 
in the “Independent Auditors’ Report for the Consolidated Financial Statements”; a translated version of the 
certified copy is attached).

2. The financial statements, excluding the Consolidated Statement of Cash Flows, have been audited in 
accordance with auditing standards generally accepted in Japan, by Deloitte Touche Tohmatsu LLC, 
independent auditors of the Company, as stated in their report (which expresses an unqualified opinion.) 
Deloitte Touche Tohmatsu LLC has given and has not withdrawn their written agreement to being named as 
independent auditors and to the inclusion of their report for the fiscal year ended March 31, 2011.
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Crude steel production 2008 2009 2010 Source

World (Calendar year) 1,329 1,211 1,414 World Steel
Association

Japan
(Calendar year) 118.7 87.5 109.6 Japan Iron 

and Steel 
Federation(Fiscal year) 105.5 96.4 110.8

Sumitomo Metals*
(Fiscal year) 12.9 11.7 12.9

(Metric tons in million)

Analysis of Financial Condition and Results of Operations

01 Business Environment

02 Operating Results

In 2010 (from January 2010 to December 2010), world 
crude steel production amounted to 1,414 million tons (up 
17% year-on-year), while Japan’s crude steel production 
was 109.6 million tons (up 25% year-on-year).

Japan’s steel industry, including Sumitomo Metals, 
suffered from depressed earnings for about a decade 
after the bubble burst, in the early 1990’s. The 
Sumitomo Metals Group carried out structural reform 
of its steel business and withdrew from non-core 
businesses under its medium-term business plan 
from fiscal 2002 to 2005. We also paid down excess 
debt and improved financial stability.
Since 2003, mainly thanks to a worldwide phase of rapid 
growth in steel demand, Sumitomo Metals’ profitability 
has improved greatly. In addition to our structural reforms, 
our efforts aimed at continuous technology development 
and our strategic investments even during the period of 
low profitability in the 1990’s have borne fruit. 
Under the medium-term business plan from fiscal 2006 
to 2008, we delivered measures to “add strength to 
strength” and “accelerate distinctiveness” with the aim of 
achieving sustained growth that balances quality and 
scale. As we allocated our resources to our competent 
areas, our financial indicators such as the equity ratio 
and the debt-to-equity ratio have improved substantially. 
In fiscal 2009, however, our business results significantly 
deteriorated due to a decrease in sales volume for steel 
products caused by the worldwide economic recession.

Steel demand dropped significantly due to the global 
economic recession in 2009 but recovered mainly in 
emerging markets in 2010, leading to an increase in 
world crude steel production. 
In fiscal 2010 (from April 2010 to March 2011,) 
Sumitomo Metals’ crude steel production amounted 
to 12.9 million tons (up 11% year-on-year.) Our 
business environment, mainly in the automotive and 
other manufacturing sectors, was robust in the first 
half, and our core operation of seamless pipe 
recovered steadily throughout the year. We had no 
choice but to change the method for setting prices 
of iron ore and almost all of coking coal, from 
conventional one-year procurement contracts to 
quarterly contracts. Prices of raw materials surged 
due to demand growth in China and other factors. 
In the four th quar ter, we were forced to cut 
production, as our facil ities and equipment at 
Kashima Steel Works had been damaged by the 

Great East Japan Earthquake of March 11, 2011. 
Sumitomo Metals is considering merger with Nippon 
Steel on the target date of October 1, 2012. Through 
this merger, we aim to speedily implement global 
strategies and become one of the world’s top-class 
steelmakers based on comprehensive strengths that 
include technology, quality, and costs.

*Including Sumitomo Metals (Kokura), Ltd. and Sumikin Iron & Steel Corporation
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34

FY 2008 FY 2009 FY 2010

Net Sales 1,844 1,285 1,402

Steel 1,740 1,205 1,351

Other 103 79 50

(¥ billion)

FY 2008 FY 2009 FY 2010

Operating income/(losses) (¥ billion) 226 (0) 56

Operating income margin (%) 12.3% -0.1% 4.0%

Ordinary income/(losses) (¥ billion) 225 (36) 34

Ordinary income margin (%) 12.2% -2.8% 2.4%

(¥ billion)

Major Financial Indicators Regarding Non-Operating Income / losses   

FY 2008 FY 2009 FY 2010

Interest expense (a) 14 15 15

Interest income (b) 1 0 1

Net interest expense (a-b) 13 15 13

Dividend income 7 3 4

Equity in earnings/(losses) of 
unconsolidated subsidiaries and 
associated companies

22 (22) (3)

(¥ billion)

Other Income (Expenses) and Net Income

FY 2008 FY 2009 FY 2010

Ordinary income/(losses) 225 (36) 34

Extraordinary income - - -

Extraordinary losses 31 3 62

Income taxes 94 9 (23)

Minority interests in income 2 0 3

Net income/(losses) 97 (49) (7)

(¥)

FY 2008 FY 2009 FY 2010

EPS 20.98 -10.74 -1.54

Contributors to Change in Ordinary Income (FY2009 to FY 2010)

0

Ordinary
losses
FY 09

Ordinary 
income
FY 10

-36

-261

+144

+168

+20

+19 -19

Temporary 
factors

Increase in 
cost of raw 

materials and 
others

Increase in 
sales prices 
and volume

Cost 
improvement

Equity in 
earnings of

unconsolidated
subsidiaries and

associated 
companies

Blast furnace 
production 
instability, 

the 
Earthquake

Carry-over* 
and valuation 

gains

(¥ billion)

FY 2008 FY 2009 FY 2010

Net Sales 1,844 1,285 1,402

Operating income/(losses) 226 (0) 56

Ordinary income/(losses) 225 (36) 34

Net income/(losses) 97 (49) (7)

(¥ billion)

Analysis of Financial Condition and Results of Operations

+70

In fiscal 2010, sales volume for steel products recovered 
and net sales amounted to ¥1,402 billion (up 9% year-
on-year.) We also succeeded in turning around to 
operating income and ordinary income from losses in 
the previous year, thanks to a turnaround in sales 
volume and cost reduction, in addition to carry-over 
materials. Our efforts in negotiating with our customers 
to reflect an increase in cost caused by surging raw 
material prices in sales prices also contributed to profit 
improvement. Despite such a business improvement, 
the Great East Japan Earthquake damaged Kashima 
Steel Works, which forced us to record an extraordinary 
losses of ¥62 billion and a net losses of ¥7 billion. 
After the earthquake, the Group promptly launched a 
disaster management task force and made group-
wide efforts to restore operations. Our constant 
efforts in risk management and disaster training drills 
have paid off well.

Net sales amounted to ¥1,402 billion (up 9% year-
on-year.) The steel business increased sales from the 
previous year, thanks to sales volume growth, in line 
with demand recovery, and higher sales prices.  The 
other business recorded a decrease in sales, as 
Sumitomo Metal Micro Devices, Inc. (HDK Micro 
Devices, Inc. at present) changed its status from a 
subsidiary to an equity-method affiliate.

In fiscal 2010, we recorded operating income of ¥56 
billion (¥57 billion improvement from the previous 
year) and ordinary income of ¥34 billion (¥70 billion 
improvement from the previous year.)

Extraordinary losses of ¥62 billion in fiscal 2010 
are attributable to the losses caused by damages 
to Kashima Steel Works af ter the Great East 
Japan Ear thquake. They include the cost to 
restore damaged facilities, impairment losses of 
fixed assets, increased cost caused by production 
disruption, and reduced capacity util ization at 
Kashima Steel Works in March 2011.

02-1 Net Sales

02-3 Extraordinary Income/Losses  and 
Net Income

02-2 Operating Income and Ordinary Income

Results for Fiscal 2010, Compared to Fiscal 2009

*Raw material carry-over: Prices of raw materials such as iron ore and 
coking coal procured in fiscal 2010 based on quarterly contracts, were 
higher than those procured in fiscal 2009 based on annual contracts. 
However, we profited from using the remainder of low-priced raw materials 
procured under fiscal 2009 contracts, a carry-over portion.
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03-1 Assets, Liabilities, and Equity 04-1 Fund Procurement Policy

04-2 Cash Flow
(¥ billion)

FY 2008 FY 2009 FY 2010

Total assets 2,452 2,403 2,440

Current assets 737 606 647

Noncurrent assets 1,715 1,797 1,792

Total liabilities 1,548 1,524 1,622

Debt balance 990 1,138 1,173

Shareholders’ equity 857 829 766

Equity ratio 35.0 34.5 31.4

(%)

Major Financial Indicators Regarding Financial Position

FY 2008 FY 2009 FY 2010

Short-term loans payable (a) 237 286 279

Long-term loans payable (b) 568 631 572

Bonds, commercial papers (c) 184 219 320

Total debt balance (a+b+c) 990 1,138 1,173

Shareholders’ equity 857 829 766

Total assets 2,452 2,403 2,440

Equity ratio 35.0 34.5 31.4

ROA 9.9 -0.9 2.0

ROE 11.1 -5.9 -0.9

Debt-equity ratio 1.15 1.37 1.53

(%)

(¥ billion)

(Times)

FY 2008 FY 2009 FY 2010

Net cash provided by
operating activities

190 67 202

Net cash used in investment 
activities

-214 -172 -144

Free cash flow -24 -105 58

Debt to Cash Flow Ratio;
Interest Coverage Ratio

20

30

15

25

10

5

06 07 08 09 10 (FY)

(Times)

0

Interest coverage ratio

Debt to cash flow ratio

(¥ billion)

Interest coverage ratio=Operating cash flow / Interest expenses
Debt to cash flow ratio=Debt balance / Operating cash flow after interest payment

03 04Financial Position
Sources of Funds and
Maintenance of Liquidity

As of March 31, 2011 total assets stood at ¥2,440 
billion (an increase of ¥37 billion year-on-year), mainly 
because we increased cash reserves. Total liabilities 
were ¥1,622 billion (an increase of ¥98 billion.) In 
addition to an increase in the debt balance (sum of 
loans payable, bonds, and commercial paper,) we 
increased provision for loss on disaster due to the 
Great East Japan Earthquake.
Shareholders’ equity decreased to ¥766 billion (a 
decrease of ¥62 billion year-on-year), partly due to a 
decline in the market value of investment securities 
holdings. The equity ratio declined to 31.4%.

The Sumitomo Metals Group’s funding activities 
emphasize a balance between stability and low 
costs. In addition to the commitment l ines of 
credit with banks to maintain liquidity, the Group 
improves the ef f ic iency of  funds,  inc lud ing 
e f f ic iency at  conso l idated subs id ia r ies,  by 
operating a shared cash management system. 
Sumitomo Metals’ long-term debt was rated AA- 
with a stable outlook, and its short-term debt was 
rated J-1+ by Japan Credit Rating Agency, Ltd. 
(as of the end of May 2011).

Free cash flow was positive for the first time in 4 
years since 2006, as a result of an improvement 
of operating cash flow and our efforts to restrict 
cash out.

Note: Please refer to "11-year Financial Performance" on page 17-18 for 
detailed numbers and numerical formulas.

Note: Please refer to "11-Year Financial Performance" on page 17-18 for 
detailed numbers and numerical formulas.
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Major investments and overseas projects

Area Target Details Investment Amount
(¥ billion) Timeline

Iron &
Steel making 
Process

An annual capacity of 5 
million tons at Wakayama 
Steel Works

2nd step (Construction of a new No.2 
blast furnace, reinforcement of steel 
making facilities, etc.)

115.0
Scheduled to begin 
operation in second half of 
FY 2012

Pipe & Tube

Establish a manufacturing 
hub for seamless pipe in 
Brazil

Establishment of a joint venture with 
Vallourec Group and Sumitomo 
Corporation for integrated seamless pipe 
manufacturing

4.7
billion Reals

*1

First tube manufactured in 
Dec., 2010.
Blast furnace scheduled 
to begin operation in mid-
2011.

Expand production capac- 
ity of ultra-high-strength
line pipes

Equipment improvement at the plate mill 
and large-diameter (UOE) pipe mill at 
Kashima Steel Works

10.0
Began operation in Jan., 
2011

Expand production capac- 
ity of steam generator tubes 
for nuclear power plants

Capacity expansion of cold working, 
finishing and inspection facilities

14.0
Scheduled to begin 
operation in Apr., 2013

Steel Sheet

Strengthen relationship with 
a partner in the steel sheet 
sector in India

Participation in an integrated steelworks 
project of Bhushan Steel Limited in India 
(technical assistance and OEM)

- -

Establish manufacturing 
and sales hub of steel sheet 
in Vietnam

Establishment of a joint venture for 
production and sales of cold-rolled steel 
sheet, electromagnetic steel sheet and 
hot-dip galvanized steel sheet with CSC 
and other partners

115.0*2 Scheduled to begin 
operation in 2012

Take part in steel plate mill 
project in Thailand

Taking part in the Canadoil Group’s steel 
plate mill business in Thailand by investing 
in the Group, and providing technical 
assistance to the mill

4.2
Scheduled to begin 
operation in 2013

Raise presence in India’s 
automotive market.

Invest in Steel Strips Wheels Limited, the 
manufacturer of automotive steel wheels

0.8
Completed
in Dec., 2010

Railway, 
Automotive 
& Machinery 
Parts

Establish manufacturing 
and sales hub of forged 
crankshaft in India

Establishment of a joint venture with 
Amtek Limited and Sumitomo Corporation 
for manufacturing forged crankshafts

1.0*2 Began operation
in April, 2010

Specialty 
Steel

Innovate steelmaking 
processes at Sumitomo 
Metals (Kokura), Ltd.

Introduction of new refining furnace and 
continuous caster

27.0

Began operation
in Dec., 2009

Introduction of a new phosphorous 
removal furnace

Began operation
in Oct., 2010

R & D

Promotion of technical 
development through 
the strengthening of the 
functions of our research 
facilities.

Construction of a new research building 
and laboratory wing at the Corporate 
Research & Development Laboratories

10.0
Scheduled to enter service 
in Sep., 2011

(¥ billion)

FY 2008 FY 2009 FY 2010

Capital expenditures on 
property, plant, and equipment*

159 136 109

Steel 150 131 107

Other 9 5 2

Depreciation of property,
plant, and equipment

109 120 126

*1 Total capital of the joint venture.  *2 Total investment amount with joint venture partners.

*Construction base

During fiscal 2010 capital expenditures on property, 
plant and equipment (construction base) was ¥109 
billion (a decreaseof ¥26 billion year-on-year. For the iron 
& steel making process, we made an investment in 
construction of the new No. 2 blast furnace at 
Wakayama Steel Works. With regard to the pipe & tube 
business, we invested in adding capacity for ultra high-
strength large-diameter pipe at Kashima Steel Works. In 
the specialty steel business, major investments included 
steelmaking process innovation at Sumitomo Metals 
(Kokura), Ltd. A new research building and a new 
laboratory are also under construction at our Corporate 
Research & Development Laboratories (Amagasaki.)

05 Capital Expenditures

Analysis of Financial Condition and Results of Operations
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Capital Policy

Use of cash a) Invest to enhance corporate value
b) Return to shareholders

Investment 
standard

a) Balanced growth in quality and scale
b) Accelerating distinctiveness
c) Return exceeding cost of capital

Return to 
shareholders Maintain stable dividend

Financial leverage Medium- and long-term targeted debt-to-equity 
ratio of less than 1.0

FY 2008 FY 2009 FY 2010

Per-share dividend 10.0 5.0 3.5

(¥)

Sumitomo Metals Group is aiming for maximizing its 
corporate value through sustained growth that balances 
scale and quality. Based on this fundamental strategy, 
our R&D activities focus on satisfying customers’ needs 
and protecting the environment. Seeking the number 
one position in customer evaluation, our technology 
development, manufacturing, and sales departments 
work in an integrated manner to tailor our R&D activities 
to customer needs. We are channeling research and 
technological resources on our strategic area of energy 
and automotive related products and others, aiming to 
develop eco-friendly products and manufacturing 
processes and “add strength to strength.” Furthermore, 
we enrich our technology assets by strengthening 
elemental technologies and utilizing external research 
resources to “accelerate distinctiveness.” In fiscal 
2010, research and development expenses totaled 
¥22.7 billion.

In fiscal 2011, demand for steel materials is expected to 
continue to increase in overseas markets but the overall 
trends of the Japanese domestic economy is uncertain, 
mainly due to the impact of the Great East Japan 
Earthquake. Consolidated earnings forecasts have yet 
to be determined at this time but will be disclosed 
promptly as soon as they are determined. 
The Sumitomo Metals Group’s most pressing issue is to 
recover from the damage to its facilities caused by the 
Earthquake. Cash demand for restoration of the 
damaged facilities at Kashima Steel Works, including 
losses caused by the disaster and investments to 
replace damaged facil ities, is estimated to be 
approximately ¥100 billion. We plan to replenish at 
least half of that outflow within fiscal 2011, by cutting 
spending in all other areas, including the revision of 
investment plans and a reduction in costs and 
expenses. We wi l l  a lso cont inue to ask our 
customers for their understanding in reflecting an 
expected rise in raw material costs in our sales 
prices, in order to improve our profitability.

The Sumitomo Metals Group’s business domains face 
macro risk factors, such as economic conditions and 
currency fluctuations, as well as particular risks 
associated with the business concerned. Listed below 
are some of the items that could have a material 
bearing on the decisions of investors. However, risks 
are not limited to these items. The group recognizes 
these risks and makes every effort to prevent their 
occurrence and take timely and appropriate action 
as necessary or required.

Profits generated from operations are first used to fund 
investments that raise our corporate value. Our 
investment criteria are to accelerate distinctiveness and 
to provide a return that exceeds the cost of capital, in 
order to help increase corporate value. 
Returns generated from such investments are to be 
distributed to shareholders and other stakeholders. 
Regarding dividend payments for fiscal 2010, we have 
decided to pay a year-end dividend per share of 1 yen, 
making an annual dividend of 3.5 yen, when combined 
with the previously-paid interim dividend of 2.5 yen, as 
our first priority is the restoration of facilities that were 
damaged by the Great East Japan Earthquake and the 
minimization of financial setbacks. 
Regarding financial leverage, our medium- and long-
term targeted debt-to-equity ratio is below 1.0.

06 08

07

09

Research and Development
Activities

Outlook for Fiscal 2011
(ending March 31, 2012)

Profit Distribution to
Shareholders (Dividend Policy)

Risk Factors Relating to the
Sumitomo Metals Group and its Business

- Changes in supply and demand for steel

- Changes in raw material prices

- Fluctuation in foreign exchange rates

- Changes in fund procurement conditions

- Changes in the value of investment securities

- Retirement benefit liabilities

- Changes in laws and regulations

- Changes in environmental laws and regulations

- Changes in management of business partners

- Defects in products and services

- Accidents

- Disputes and litigation

- Breach of compliance

- Deterioration in competitiveness

- Changes in political and economical systems and regulations

- Natural disasters and conflicts
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Consolidated Balance Sheet
Sumitomo Metal Industries, Ltd. and Consolidated Subsidiaries
March 31, 2011

Assets  Millions of yen

Current assets:

Cash and deposits ¥83,264

Notes and accounts receivable-trade 109,571

Merchandise and finished goods 144,655

Work in process 23,476

Raw materials and supplies 230,533

Deferred tax assets 29,622

Other 27,467

Allowance for doubtful accounts (660) 

Total current assets 647,930

Noncurrent assets:
Property, plant and equipment:

Buildings and structures, net 262,229 

Machinery, equipment and vehicles, net 413,400

Land 350,518

Construction in progress 79,819

Other, net 11,743

Total property, plant and equipment 1,117,712 

Intangible assets:

Goodwill 1,314

Other 4,894

Total intangible assets 6,208

Investments and other assets:

Investment securities 485,511

Deferred tax assets 49,889

Other 133,718

Allowance for doubtful accounts (209) 

Total investments and other assets 668,910

Total noncurrent assets 1,792,830

Total assets ¥2,440,761

Liabilities  Millions of yen

Current liabilities

Notes and accounts payable-trade ¥221,195

Short-term loans payable 279,818

Commercial papers 105,000

Current portion of bonds 35,000

Deferred tax liabilities 11

Provision for bonuses 16,814

Provision for loss on disaster 49,307

Other 93,452

Total current liabilities 800,600

Noncurrent liabilities:

Bonds 180,664

Long-term loans payable 572,899

Deferred tax liabilities 4,557

Deferred tax liabilities for land revaluation 6,919

Provision for retirement benefits 20,318

Provision for special repairs 197

Other 36,524

Total noncurrent liabilities 822,080

Total liabilities 1,622,681

Net assets
Shareholders’ equity:

Capital stock 262,072

Capital surplus 61,829

Retained earnings 565,931

Treasury stock (91,161) 

Total shareholders’ equity 798,671

Accumulated other comprehensive income

Valuation difference on

available-for-sale securities (18,877) 

Deferred gains or losses on hedges (594) 

Revaluation reserve for land 11,203

Foreign currency translation adjustment (23,627)

Total accumulated other comprehensive income (31,894)

Minority interests 51,303

Total net assets 818,080

Total liabilities and net assets ¥2,440,761

Note: Figures in parentheses are negative values.
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Consolidated Statement of Operations
Sumitomo Metal Industries, Ltd. and Consolidated Subsidiaries
Year ended March 31, 2011

 Millions of yen

Net sales ¥1,402,454

Cost of sales 1,222,407

Gross profit 180,047

Selling, general and administrative expenses

Shipment expenses 37,482

Employees’ salaries and allowances 34,252

Research and development expenses 20,910

Other 31,100 123,745

Operating income 56,301

Non-operating income

Interest income 1,459

Dividends income 4,627

Other 11,519 17,606

Non-operating expenses

Interest expenses 15,135

Equity in losses of affiliates 3,493

Loss on sales and retirement of noncurrent assets 8,663

Other 12,566 39,858

Ordinary income 34,049

Extraordinary losses

Loss on disaster 62,041 62,041

Loss before income taxes and minority interests 27,991

Income taxes-current 13,722

Income taxes-deferred (37,694) (23,972)

Loss before minority interests 4,019

Minority interests in income 3,125

Net loss ¥7,144
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Consolidated Statement of Changes in Net Assets
Sumitomo Metal Industries, Ltd. and Consolidated Subsidiaries
Year ended March 31, 2011

Shareholders’ equity  Millions of yen

Capital stock

Balance at the end of previous period ¥262,072

Changes of items during the period

Total changes of items during the period -

Balance at the end of current period 262,072

Capital surplus

Balance at the end of previous period 61,829

Changes of items during the period

Total changes of items during the period -

Balance at the end of current period 61,829

Retained earnings

Balance at the end of previous period 596,254

Changes of items during the period

Dividends from surplus (23,178) 

Net loss (7,144)

Reversal of revaluation reserve for land 0

Total changes of items during the period (30,323)

Balance at the end of current period 565,931

Treasury stock

Balance at the end of previous period (91,106) 

Changes of items during the period

Purchase of treasury stock (55) 

Change in equity in affiliates accounted for by equity method-treasury stock (0)

Total changes of items during the period (55) 

Balance at the end of current period (91,161) 

Total shareholders’ equity

Balance at the end of previous period 829,050

Changes of items during the period

Dividends from surplus (23,178) 

Net loss (7,144)

Purchase of treasury stock (55) 

Change in equity in affiliates accounted for by equity method-treasury stock (0) 

Reversal of revaluation reserve for land 0

Total changes of items during the period (30,378)

Balance at the end of current period 798,671

Note: Figures in parentheses are negative values.
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Accumulated other comprehensive income  Millions of yen

Valuation difference on available-for-sale securities
Balance at the end of previous period 2,324

Changes of items during the period

Net changes of items other than shareholders’ equity (21,201) 

Total changes of items during the period (21,201) 

Balance at the end of current period (18,877) 

Deferred gains or losses on hedges
Balance at the end of previous period (979) 

Changes of items during the period

Net changes of items other than shareholders’ equity 385

Total changes of items during the period 385

Balance at the end of current period (594)

Revaluation reserve for land
Balance at the end of previous period 11,834

Changes of items during the period

Net changes of items other than shareholders’ equity (630)

Total changes of items during the period (630)

Balance at the end of current period 11,203

Foreign currency translation adjustment
Balance at the end of previous period (13,009) 

Changes of items during the period

Net changes of items other than shareholders’ equity (10,617) 

Total changes of items during the period (10,617) 

Balance at the end of current period (23,627) 

Total accumulated other comprehensive income
Balance at the end of previous period 169

Changes of items during the period

Net changes of items other than shareholders’ equity (32,064) 

Total changes of items during the period (32,064) 

Balance at the end of current period (31,894) 

Minority interests
Balance at the end of previous period 49,989

Changes of items during the period

Net changes of items other than shareholders’ equity 1,313 

Total changes of items during the period 1,313 

Balance at the end of current period 51,303

Total net assets
Balance at the end of previous period 879,209

Changes of items during the period

Dividends from surplus (23,178) 

Net loss (7,144)

Purchase of treasury stock (55) 

Change in equity in affiliates accounted for by equity method-treasury stock (0)

Reversal of revaluation reserve for land 0

Net changes of items other than shareholders’ equity (30,750) 

Total changes of items during the period (61,129) 

Balance at the end of current period ¥818,080

Note: Figures in parentheses are negative values.
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Notes to the Consolidated Financial Statements

01
01-1 Scope of consolidation

01-2 Application of the equity methodSummary of Significant
Accounting Policies

Names of principal companies:

Sumitomo Metal do Brasil Ltda., established 
in the consolidated accounting period, has 
been added to the l i s t  of  conso l idated 
subsidiaries. Four companies that are no 
longer subsidiaries, as well as one company 
that became an affiliated company during the 
accounting period and is now accounted for 
using the equity method is applied, have 
been removed from the list of consolidated 
subsidiaries.

In the consolidated accounting period, one 
company that is no longer a subsidiary has 
been removed from the list of subsidiaries 
accounted for using the equity method.

Names of principal companies:

In the consolidated accounting period, in addition 
to one company that was a consolidated 
subsidiary in the previous period, one other 
company was added to the list of applying the 
equity method in view of i ts impor tance. 
Moreover, one company that is no longer an 
affiliated company has been removed from the 
list of subsidiaries accounted for using the 
equity method.
The equity method was applied to SUMCO 
Corporat ion based on i ts  conso l idated 
financial statements.

Aritakaiun Co., Ltd. and others
(Reason for exclusion from the scope of 
consolidation)
These companies are excluded from the 
scope of consolidation of Sumitomo Metal 
I nd u s t r i e s ,  L td .  ( t h e  “C o m pa ny ” )  a nd 
consolidated subsidiaries (collectively the 
“Group” )  because they a re sma l l -sca le 
enterprises whose total assets, net sales, net 
income (corresponding to interests ) and 
retained earnings (corresponding to interests) 
have no material impact on the Company’s 
consolidated financial statements.

a. Number of consolidated subsidiaries: 68

a. Number of non-consolidated subsidiaries 
accounted for using the equity method: -

b. Number of affiliated companies accounted 
for using the equity method: 37

c. Investments in non-consolidated subsidiaries 
and other affiliated companies not accounted 
for using the equity method (Katakura Steel 
Tube Co., Ltd. and others) were excluded 
from the scope of application of the equity 
method because of the i r  lack of overa l l 
materiality and the insignificant impact they 
would have on the Company’s consolidated 
financial statements, due to their net income 
(corresponding to holding ) and reta ined 
earnings (corresponding to holding).

b. Names of principal non-consolidated
subsidiaries

Sumitomo Metals (Kokura), Ltd.

East Asia United Steel Corporation

Sumikin Iron & Steel Corporation

Sumitomo Metals (Naoetsu), Ltd.

Sumitomo Pipe & Tube Co., Ltd.

Sumitomo Metal (SMI) Electronics Devices Inc.

Sumikin Steel & Shapes, Inc.

Sumitomo Metal Logistics Service Co., Ltd.

Sumikin & Nippon Steel Stainless Steel Pipe Co., Ltd.

Western Tube & Conduit Corp.

Seymour Tubing, Inc.

International Crankshaft Inc.

Sumitomo Metal do Brasil Ltda.

Huizhou Sumikin Forging Co., Ltd.

SUMCO Corporation

Kashima Kyodo Electric Power Co.

Kyoei Steel, Ltd.

Daiichi Chuo Kisen Kaisha

Sumikin Bussan Corporation

Nippon Steel & Sumikin Coated Sheet Corporation

Sumitomo Precision Products Co., Ltd.

OSAKA Titanium technologies Co., Ltd.

Nippon Steel & Sumikin Metal Products Co., Ltd.

Nippon Steel & Sumikin Stainless Steel Corporation

Chuo Denki Kogyo Co., Ltd.

Nippon Steel & Sumikin Welding Co., Ltd.

VAM USA LLC

Vallourec & Sumitomo Tubos do Brasil Ltda.
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(a) Property, plant and equipment
     (Excluding lease assets)

Deprec iat ion of  the bu i ld ings of  the 
Company and the domestic consolidated 
subsidiaries is calculated mainly by the 
straight-line method. The depreciation of 
other assets is calculated by the declining-
balance method.
Depreciation of assets of the overseas 
subsidiaries is calculated mainly by the 
straight-line method. The useful lives are 
pr incipal ly 31 years for bui ld ings and 
structure and 14 years for machinery, 
equipment and vehicles.

(b) Intangible assets(Excluding Lease assets)
Amor t i za t ion  of  i n tang ib le  assets  i s 
calculated by the straight-line method.

(c) Lease assets
Lease assets subject to finance lease that 
deem to transfer ownership of the leased 
property to the lessee

A method of  deprec ia t ion  that  i s 
equivalent to the method applied to assets 
owned by the Company shall be used.

Lease assets subject to finance lease that 
do not deem to transfer ownership of the 
leased property to the lessee

The period of the lease is the useful life of 
the asset. A straight-line method of 
depreciation is applied and the residual 
value of the asset is taken to be zero.
In f inancial lease transactions of the 
Company and its domestic consolidated 
subsidiaries concluded before April 1, 
2008 where the ownership of the leased 
property has not been deemed to be 
transferred, the accounting methods are 
based on those used for ordinary leasing 
transactions.

(a) Securities

Stock issuance costs and bond issuance 
costs  a re  recorded at  tota l  cost  when 
expended.

(b) Inventories

(c) Derivatives

01-4 Accounting policies

01-3 The accounting period of 
consolidated subsidiaries

The following subsidiaries have fiscal year ending 
dates that are dif ferent from the consolidated 
balance sheet date.

The figures as of the fiscal year ending dates of 
the subsidiar ies l isted above are used in the 
consolidated f inancial statements. Signif icant 
t r a n s a c t i o n s  t h a t  o c c u r  b e t w e e n  t h e s e 
subsidiaries’ f iscal year ending dates and the 
consolidated balance sheet date are accounted 
for by necessary adjustments to the consolidated 
financial statements.

a. Va luat ion s tandards and methods of 
significant assets

b. Method of depreciat ion of signif icant 
depreciable assets

c. Significant deferred assets

Company name Fiscal year ending

Kashima Antlers Football Club Co., Ltd. January 31

Sumikin Recycling Co., Ltd. January 31

A total of 22 overseas subsidiaries,
including Western Tube & Conduit Corp.

December 31

Marketable available-for-sale securities:

Inventories held for sale in the ordinary 
course of business

Measured at fair value

Non-marketable available-for-sale securities:

Valued based on their market price on the 
consolidated balance sheet date. (The 
valuation excess is accounted using the 
total net asset value input method, and 
the cost of sales is mainly determined by 
the moving average method.)

Inventories are stated mainly at cost, 
determined by the average method. (The 
valuation of inventories that appears in 
the balance sheet is calculated from a 
reduction in book value based on a 
decline in profitability.)

Stated at cost, mainly determined by the 
moving average method
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(a) Allowance for doubtful accounts
The allowance for doubtful accounts is the 
e s t i m a t e d  u n r e c o v e r a b l e  a m o u n t 
calculated based on a) for receivables in 
general, the rate of occurrence of non-
re cove r y,  a nd  b )  fo r  o the r  spe c i f i c 
receivables, the estimated possibility of 
recovery considered on a case-by-case 
basis.

(b) Provision for bonuses
The provision for bonuses is to provide for 
the payment of bonuses to employees and 
is based on the latest  exper ience of 
payment and other sources.

(c) Provision for loss on disaster
The provision for loss on disaster is stated 
a t  t h e  a m o u n t  c o n s i d e r e d  t o  b e 
appropriate based on the estimation of 
expenses for the restoration of plants and 
equipment damaged by the Great East 
Japan Earthquake and other losses.

(d) Provision for retirement benefits
The amount of the provision for retirement 
benef i ts is  determined based on the 
projected benefit obligations and plan assets 
of the pension fund at the end of the fiscal 
year. Prior service cost is amortized using 
the straight-line method over a specific 
number of years (mainly 12 years) that is less 
than the average number of remaining years 
of service of employees when the liabilities 
are incurred.
Actuarial differences are amortized from the 
year fol lowing the year in which such 
actuarial differences arise, mainly using the 
straight-line method over a specific number 
of years (generally 11 years) that is less than 
the average number of remaining years of 
service of employees as of the time such 
differences actually arise.

(e) Provision for special repairs
The liability for rebuilding furnaces is provided 
for estimated future costs based on past 
experience.

(Account ing standards for  net  sa les of 
completed construction contracts and cost of 
completed construction work)

For construction work in progress up until 
the consolidated balance sheet date, for 
which the accuracy of the outcomes can 
be determined: 

Percentage-of-complet ion method 
(Progress to date is assumed to be the 
p ropo r t i on  o f  the  p ro j ec t ’s  cos ts 
i ncu r re d  to  da te  d i v i de d  by  to ta l 
estimated costs.)

Other construction work:
Completed contract method

A l l  shor t-te rm and long-te rm monetar y 
receivables and payables determined in 
fo re i gn  cu r renc i e s  a re  t r ans l a ted  i n to 
Japanese yen at the exchange rates at the 
balance sheet date.  The foreign exchange-
ga ins  and  l osses  f rom t rans l a t i on  a re 
recognized in the consolidated statement of 
operations.  The balance sheet assets and 
l i a b i l i t i e s  o f  t h e  c o nso l i d a te d  fo re i g n 
subsidiaries are translated into Japanese yen 
at the exchange rates at the balance sheet 
date,  wh i l e  revenue and expenses a re 
translated at the average exchange rate 
during the period.  Differences arising from 
such translation are included as “Foreign 
cu r re ncy  t r a ns l a t i on  ad j us tme n t ”  a nd 
“Minority interests” in the “Net assets” section 
of the consolidated balance sheet.

d. Significant allowances e. Accounting standards for reporting
significant income and expense

f. Foreign currency transactions and financial 
statements

Notes to the Consolidated Financial Statements
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From the current consolidated period, both 
Accounting Standards Board of Japan (the 
“ASBJ”) Statement No.16, “Accounting Standard 
for Equity Method of Accounting for Investments” 
(announced on March 10, 2008), and PITF No.24, 
“Practical Solution on Unification of Accounting 
Policies Applied to Associates Accounted for Using 
the Equity Method” (March 10, 2008), have been 
applied. These changes had no impact on the 
Company’s consolidated financial statements in 
the current consolidated financial period.

From the current consolidated period, both ASBJ 
Statement No.18, “Accounting Standard for Asset 
Retirement Obligations” (March 31, 2008), and 
ASBJ Guidance No.21, “Guidance on Accounting 
Standard for Asset Retirement Obligations” 
(March 31, 2008), have been applied. These 
changes had no mater ia l  impact on the 
Company’s consolidated financial statements in 
the current consolidated financial period.

From the current consolidated period, ASBJ 
Statement No.21, “Accounting Standard for 
Business Combinations” (December 26, 2008), 
ASBJ Statement No.22, “Accounting Standard 
for  Conso l idated F inanc ia l  Statements” 
(announced on December 26, 2008), ASBJ 
Statement No.23, “Partial Amendments to the 
Account ing Standard for  Research and 
Development Costs” (December 26, 2008), 
ASBJ Statement No.7, “Accounting Standard for 
Business Divestitures” (December 26, 2008), 
ASBJ Statement No.16, “Accounting Standard 
for Equity Method of Accounting for Investments” 
(announced on December 26, 2008), and ASBJ 
Guidance No.10, “Guidance on Accounting 
Standard for Business Combinations and 
Accounting Standard for Business Divestitures" 
(December 26, 2008) have been applied.

(a) Hedge accounting methods
Deferred hedge accounting is used. In 
addition, a portion of interest rate swaps 
are treated in an exceptional method, and 
an assigning method for currency swaps 
has been applied.

(b) Means of hedging and subjects of hedging
Derivatives such as interest rate swaps, 
currency swaps, exchange contracts, 
currency options, etc., are used to hedge 
a g a i n s t  t h e  f o l l o w i n g  r i s k s :  r i s k s 
associated with market interest rate and 
cash flow fluctuations in relation to loans 
payable and bonds, risks associated with 
changes in fore ign exchange rates in 
relation to foreign currency transactions.

(c) Policy of hedging
Derivatives are used within the scope of 
the outstanding balance of the debts and 
receivables being hedged against. The 
Group does not hold derivatives for short-
t e r m  t r a d i n g  o r  h i g h l y  l e v e r a g e d 
speculative purposes.

(d) Methods used to assess the effectiveness 
of hedging
During the period from the beginning of 
hedg ing unt i l  the po int  at  wh ich the 
hedging is considered to be ef fective, 
hedge ef fect iveness is  conf i rmed by 
comparing the total change in the market 
price that is being hedged with the total 
change in the market price that is being 
used as the means of hedging.

Goodwill account is amortized, using the 
straight-line method, mainly over 5 years.

Consumption taxes are recorded as a liability 
and an asset, and are excluded from the 
relevant revenue, costs and expenses.

g. Hedging activities

h. Goodwill account

i. Consumption taxes

A. Application of “Accounting Standard for 
Equity Method of Accounting for Investments” 
and “Practical Solution on Unification of 
Accounting Policies Applied to Associates 
Accounted for Using the Equity Method”

C. Application of Accounting Standard for 
Business Combinations and related standards

B. Application of the Accounting Standard for 
Asset Retirement Obligations

01-5 Material changes to basis for
preparation of consolidated financial 
statements
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Notes to the Consolidated Financial Statements

02

03

05

04
02-1 Assets pledged as collateral for debt

02-3 Contingent liabilities

02-2 Accumulated depreciation for 
property, plant and equipment

04-2 Dividends

04-1 Type and number of stock issued at 
the end of the fiscal year

Notes to the Consolidated
Balance Sheet

Notes to the Consolidated
Statement of Operations

Financial instruments

Notes to the Consolidated
Statement of Changes in Net Assets

¥2,463,843 million

Bank loans which the Group guarantees are 
as follows:

“Guarantees” include guarantees and items 
of a similar nature.

Loss on disaster, which is the result of the Great 
East Japan Earthquake, is comprised of 49,048 
million yen for restoration expenses, 8,173 million 
yen for cost of products manufactured under 
extraordinary capacity utilization, and 4,818 
million yen for loss on damaged assets, etc. 
Provision for loss on disaster amounting to 
49,307 million yen is included in Loss on disaster 
in the Consolidated Statement of Operations.

¥7,058 million

a. Assets pledged as collateral

a. Guarantees

a. Cash dividends paid in the fiscal year

b. Dividends of which record date is within the 
fiscal year, but the effective date of issue of 
the dividends belongs to next fiscal year.

Loss on disaster

b. Maximum amount of obligations to
repurchase transferred receivables under 
certain conditions

B. Secured debts

Property, plant and equipment ¥15,572 million

Total ¥15,572 million

Common stock 4,805,974,238 shares

Notes and accounts payable-trade ¥1,446 million

Short-term loans payable 340

Long-term loans payable 672

Total ¥2,459 million

Vallourec & Sumitomo Tubos do Brasil Ltda. ¥6,271 million

4 other companies 484

Total ¥6,755 million

Resolved at Type of stock Total dividend 
(million yen)

Dividend per 
share(yen) Record date

Effective date 
of issue of 
dividends

Board of 
Directors held 
on May 11, 
2010

Common 
stock

11,589 2.5
March 31, 

2010
May 27, 

2010

Board of 
Directors held 
on October 
28, 2010

Common 
stock

11,589 2.5
September 
30, 2010

December 
1, 2010

Resolved at Type of 
stock

Source of 
dividend 
funding

Total 
dividend 
(million 

yen)

Dividend 
per share

Record 
date

Effective 
date of 
issue of 
dividends

Board of 
Directors held 
on May 10, 
2011

Common 
stock

Retained 
earnings

4,635 1.0
March 31, 

2011
May 26, 
2011

05-1 The status of financial instruments

The Group’s use of financial instruments is limited to 
short-term deposits, etc. Funding is procured from 
financial institutions in the form of borrowings, etc.
A portion of notes and accounts receivable-trade as 
well as notes and accounts payable-trade are 
denominated in foreign (non-yen) currency as they 
relate to product exports and purchases of raw 
materials, etc.; therefore, exchange rate fluctuations 
may have an impact on the Company’s business 
results and financial position. Changes in the value of 
equity shares that the Company holds as investment 
securities may influence the Company’s business 
results and financial position. The Company procures 
funding in the form of loans, etc., from financial 
institutions, and any change in the ease with which 
funding can be procured will have an impact on the 
Company’s business results and financial position.
The Company utilizes derivatives solely to offset the 
risks listed above.
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06 Per share information

The fa i r  va lues of  depos i ts  a re  a lmost 
identical to their book values as they are 
settled in the short term, so their book values 
are reported.

The fair values of these are almost identical 
to their book values as they are settled in the 
short term, so their book values are reported.

The fair values of these are almost identical 
to their book values as they are settled in the 
short term, so their book values are reported.

The fair values of bonds are determined by 
the current market values.

The fair values of long-term loans payable are 
calculated by taking the total of the principal and 
interest and discounting it by the interest rate 
that would be expected if the same long-term 
loan were to be taken out at the balance sheet 
date. The present value of long-term loans 
payable that are subject of hedging by interest 
rate swaps or currency swaps is calculated from 
the total value of the principal and interest which 
integrates the value of the applicable interest 
rate swaps or currency swaps.

Since derivatives from interest rate swaps or 
currency swaps are treated as part of long-term 
hedged loans payable, the fair value of these 
derivatives is included in the fair value of the 
long-term loans payable.

Unlisted securities, etc. (111,477 million yen in 
the Consolidated Balance Sheet) are not 
included in “Assets (3) Short-term investments 
and investment securities” as it is significantly 
difficult to determine their fair values due to the 
fact that they have no market prices and it is 
difficult to estimate future cash flows.

The fair values of short-term investments are 
almost identical to their book values as they 
are settled in the short term, so their book 
va lues a re repor ted.  The fa i r  va lues of 
investment securities are the values listed on 
the stock exchanges.

(1) Cash and deposits

(1) Notes and accounts payable-trade, (2) Short-
term loans payable, and (3) Commercial papers

(2) Notes and accounts receivable-trade

(4) Bonds

(5) Long-term loans payable

(3) Short-term investments and investment securities

(Note 1) Methods used to calculate the fair value 

of financial instruments
Assets:

Liabilities:

Derivatives

2.

05-2 The fair value of financial instruments

The differences between the fair values of financial 
i n s t r ume n ts  and  the i r  book  va l ue s  i n  the 
Consolidated Balance Sheet as of March 31, 2011, 
are listed in the table below.

Millions of yen

Book value  Fair value Difference

(1) Cash and deposits 83,264 83,264 -

(2) Notes and accounts 
receivable-trade

109,571 109,571 -

(3) Short-term investments 
and investment securities

374,058 462,976 88,917

Total assets 566,893 655,811 88,917

(1) Notes and accounts 
payable-trade

221,195 221,195 -

(2) Short-term loans
payable (*1)

147,608 147,608 -

(3) Commercial papers 105,000 105,000 -

(4) Bonds (*2) 215,664 219,124 3,460

(5) Long-term loans
payable (*1)

705,110 719,874 14,764

Total liabilities 1,394,577 1,412,802 18,225

Derivatives (*3) (1,095) (1,095) -

(*1) Current portion of long-term loans payable is included in “(5) Long-term 
loans payable” and not “(2) Short-term loans payable”.

(*2) Includes current portion of bonds.

(*3) Net amount of credit and liability arising from derivatives is shown. The 
figures are indicated in parenthesis if the aggregate amount is a net 
liability.

1. Net assets per share 165.41 yen

2. Net loss per share   1.54 yen

(Note) The monetary figures in these Consolidated Financial Statements have 
been rounded down to the nearest unit and other figures have been rounded 
off to the nearest unit.
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(Reference)

Consolidated Statement of Cash Flows (Unaudited*)
Sumitomo Metal Industries, Ltd. and Consolidated Subsidiaries   Year ended March 31, 2011

Operating activities:  Millions of yen

Losses before income taxes and minority interests      (27,991)

Depreciation and amortization 127,137

Increase in allowance for doubtful accounts  675

Increase in provision for loss on disaster 49,307

Increase in provision for retirement benefits      360

Decrease in provision for special repairs    (10)

Interest income and dividend income (6,087)

Interest expenses 15,135

Equity in losses of affiliates        3,493

Decrease in notes and accounts receivable-trade       37,367

Increase in inventories      (14,601)

Increase in notes and accounts payable-trade      18,223

Other, net        7,862

Subtotal 210,871

Income taxes paid      (8,531)

Net cash provided by operating activities     202,340

Investing activities:

Interest and dividends income received 19,707

Purchase of investment securities       (11,879)

Payments for investments in capital  (35,337)

Purchase of property, plant and equipment and intangible assets (115,546)

Other, net     (953)

Net cash used in investment activities (144,009)

Financing activities:

Interest expenses paid (15,425)

Net decrease in short-term loans payable (7,910)

Increase in commercial papers 81,000

Proceeds from long-term loans payable   73,557

Repayments of long-term loans payable   (129,836)

Proceeds from issuance of bonds 30,000

Redemption of bonds (10,000)

Repayments of finance lease obligations         -

Cash dividends paid (23,180)

Other, net 470

Net cash used in financing activities (1,325)

Effect of exchange rate change on cash and cash equivalents (1,056)

Net increase in cash and cash equivalents  55,949

Cash and cash equivalents at beginning of period 26,233

Increase in cash and cash equivalents resulting from merger of subsidiaries 329

Cash and cash equivalents at end of period 82,512

* "Unaudited" indicates the above Statement of Cash Flows is not subject to audit under the Companies Act of Japan. The above Statement of Cash Flows 
prepared in accordance with the Regulation for Terminology, Forms and Preparation of Consolidated Financial Statements, however, has been audited by the 
independent auditors of the Company as a part of the financial statements based on the regulation for their preparation in Japan.
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(Reference)

Summary of Segment information
Sumitomo Metal Industries, Ltd. and Consolidated Subsidiaries   Year ended March 31, 2011

 Billions of yen

 Steel Other Total Adjustment
Consolidated 
Statement of 
Operations

Sales to customers 1,351.6 50.8 1,402.4 - 1,402.4

Inter-segment sales 1.1 18.9 20.1 (20.1) -

Total sales 1,352.7 69.8 1,422.5 (20.1) 1,402.4

Segment profit 50.2 6.2 56.5 (0.2) 56.3

Note: “Segment profit” is operating profit.

(Note) All figures in these references above are rounded down to the nearest unit.  Figures in parentheses are negative values.
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(TRANSLATION)
Independent Auditors’ Report for the Consolidated Financial 
Statements (certified copy)

INDEPENDENT AUDITORS’ REPORT
May 7, 2011

To the Board of Directors of Sumitomo Metal Industries, Ltd.:

Deloitte Touche Tohmatsu LLC

Designated Unlimited Liability Partner,
Engagement Partner,
Certified Public Accountant:
Hiroshi Yoshida

Designated Unlimited Liability Partner,
Engagement Partner,
Certified Public Accountant:
Yukitaka Maruchi

Designated Unlimited Liability Partner,
Engagement Partner,
Certified Public Accountant:
Tsuguo Ito

Designated Unlimited Liability Partner,
Engagement Partner,
Certified Public Accountant:
Eiichi Izumo

Pursuant to the fourth paragraph of Article 444 of the Companies Act, we have audited the consolidated 
financial statements, namely, the consolidated balance sheet as of March 31, 2011 of Sumitomo Metal 
Industries, Ltd. (the “Company”) and consolidated subsidiaries, and the related consolidated statements 
of operations and changes in net assets, and the related notes for the fiscal year from April 1, 2010 to 
March 31, 2011.  These consolidated financial statements are the responsibility of the Company’s 
management.  Our responsibility is to express an opinion on these consolidated financial statements 
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in Japan.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated 
financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the consolidated financial statements.  An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall consolidated financial statement presentation.  We believe that our audit provides a 
reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of the Company and consolidated subsidiaries as of March 31, 2011, and the results of their 
operations for the year then ended in conformity with accounting principles generally accepted in Japan.

Our firm and the engagement partners do not have any financial interest in the Company for which disclosure 
is required under the provisions of the Certified Public Accountants Act.

The above represents a translation, for convenience only, of the original report issued in the Japanese 
language.
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(TRANSLATION)
Audit Report of the Board of Corporate Auditors (certified copy)

AUDIT REPORT
May 10, 2011

In respect of the execution of duties by the Directors during the 88th business year commenced on April 1, 
2010 and ended on March 31, 2011, we, the Board of Corporate Auditors, based on the audit reports prepared 
by each Corporate Auditor and following the deliberation among us, have prepared this audit report and 
hereby report as follows:

1. Auditing methods employed by Corporate Auditors and the Board of Corporate 
Auditors and details of such methods

(1) Corporate Auditors

(2) The Board of Corporate Auditors

Each Corporate Auditor, following the Auditing Rules and the auditing policy and plan determined 
by the Board of Corporate Auditors, has attended the Board of Directors’ meetings and other 
important meetings, confirmed the details of reports and discussions, received reports from the 
Directors and employees on the execution of their duties including those relating to subsidiaries, 
received explanations, reviewed important documents, and investigated the status of the 
operations and financial status at the head office and other principal plants.  Each Corporate 
Auditor has also received reports on the business of principal subsidiaries from the directors, 
Corporate Auditors and other personnel of the subsidiaries.  
Each Corporate Auditor has reviewed the resolutions of the Board of Directors concerning the 
development of systems necessary to ensure the properness of operations described in the 
business report (Article 362, Paragraph 4, Item 6 of the Companies Act), as well as the status of 
the systems developed based on the resolutions.  Each Corporate Auditor has reviewed the basic 
policy on control over the Company and the measures to be taken (Article 118, Item 3 of the 
Enforcement Regulation of the Companies Act) with regard to it in the business report, verifying 
the deliberations of the Board of Directors and other meetings, receiving explanations from 
Directors and employees and expressing their opinions, where necessary.
Each Corporate Auditor has reviewed the business reports and their supplementary schedules of 
the reporting business year by means of the receipt of reports from Directors and employees and 
the examination of related documents to determine whether these accurately indicate the state of 
the Company, in accordance with the Law and the Company’s Articles of Incorporation. 
In regard to the non-consolidated financial statements, their supplementary schedules and the 
consolidated financial statements of the reporting business year, each Corporate Auditor has 
examined the related documents, received explanations from the Directors and employees in 
charge where necessary, and has verified the deliberations of the Board of Directors.  Each 
Corporate Auditor has received from the Independent Auditor (Deloitte Touche Tohmatsu LLC) an 
explanation of the auditing policy in the reporting business year, the auditing working plan and 
audit methods, the results of the audit, a report and explanation of the state of preparation and 
operation of the system to ensure that duties are performed properly (each item of Article 131 of 
the Accounting Regulations), and has examined whether the Independent Auditor has maintained 
its independence and has conducted appropriate audits.

The Board of Corporate Auditors has received reports from each Corporate Auditor regarding 
performance of their audits and results thereof; as well as reports from the Directors, employees 
and the Independent Auditor regarding execution of their duties, and has discussed and verified 
the details of these reports and requested explanations where necessary.
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2. Results of the audit

(1) Business reports and the execution of the duties of the Directors

(2) The Independent Auditor’s audit of the Non-consolidated Financial Statements, their 
supplementary schedules, and the Consolidated Financial Statements

1) We have found that the business report and its supplementary schedules fairly represent the 
Company’s conditions in accordance with the laws and regulations and the Company’s Articles 
of Incorporation.

2) We have found no significant facts relating to wrongful act or violation of laws and regulations 
or the Company’s Articles of Incorporation, with respect to the execution of duties by the 
Directors. 

3) We confirm that the resolutions of the Board of Directors concerning the development of 
systems necessary to ensure the properness of operations are appropriate and that the 
Directors are preparing and operating these necessary systems in accordance with the 
resolutions. 

4) We have found the basic policy on control over the Company and the measures to be taken 
with regard to it are appropriate as rules concerning the large-scale purchase of Company 
shares, and will not unfairly harm the rights of shareholders.

1) We have found no matters to raise concerning the system (explained to us by the Independent 
Auditor) to ensure that duties are performed properly. 

2) We have found that the methods and results of the audit conducted by the Independent Auditor 
are appropriate and sufficient.

The Board of Corporate Auditors

Sumitomo Metal Industries, Ltd.

Kitaro Yoshida, Standing Corporate Auditor (full-time)

Hirohiko Minato, Standing Corporate Auditor (full-time)

Keiichi Murakami, Corporate Auditor

Toshiro Mutoh, Corporate Auditor

Hirotake Abe, Corporate Auditor 

(Note) Keiichi Murakami, Toshiro Mutoh and Hirotake Abe are Outside Corporate Auditors as provided for in Article 2, 

Item 16 of the Companies Act.
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Investor Information (As of March 31, 2011)

Stock Information

Stock Code: 5405

Shares Authorized: 10 billion shares

Shares Issued: 4,805,974,238 shares (including 170,122,545 treasury shares)

Trading Unit: 1,000 shares

Administrator of Register
of Shareholders:

Stock Transfer Agency Department, The Sumitomo Trust and Banking Co., Ltd.
4-5-33 Kitahama, Chuo-ku, Osaka 540-8639, Japan

(Mailing Address): Stock Transfer Agency Department, The Sumitomo Trust and Banking Co., Ltd.
1-10 Nikko-cho, Fuchu-shi, Tokyo 183-8701, Japan

(Phone Inquiries):       0120-176-417*
*Toll-free number for domestic phone calls only
Inquiries from overseas: +81-42-351-2225

American Depositary 
Receipts:

The Bank of New York Mellon, 101 Barclay Street, New York, NY 10286, U.S.A.
Toll-free number (U.S.A.): 888-269-2377
Inquiries from outside U.S.A.: +1-866-680-6825

Stock Listings: Tokyo, Osaka, Nagoya, Fukuoka, Sapporo

Shareholders

Investment in Sumitomo Metals

Shares owned
(thousands)

Shareholding ratio
(%)

Sumitomo Corporation 458,326 9.89 

Nippon Steel Corporation 451,761 9.74

Japan Trustee Services Bank, Ltd. (account in trust) 169,793 3.66 

Kobe Steel, Ltd. 112,565 2.43 

The Master Trust Bank of Japan, Ltd. (account in trust) 111,275 2.40 

Japan Trustee Services Bank, Ltd.
(Sumitomo Mitsui Banking Corporation retirement benefit trust account 
re-entrusted by The Sumitomo Trust and Banking Co., Ltd.)(*1)

90,315 1.95 

Nippon Life Insurance Company 88,919 1.92 

SSBT OD05 Omnibus Account Treaty Clients  67,711 1.46

Japan Trustee Services Bank, Ltd., The Sumitomo Trust and Banking 
Corporation retirement benefit trust (*2)

55,000 1.19 

NT RE GOVT OF SPORE INVT CORP P.LTD 54,651 1.18 

Total 1,660,318 35.81 

Notes: 1. Ownership as a % of total issued shares is calculated with treasury stock being subtracted from the total number of issued shares.

2. (*1) The 90,315 thousand shares registered in the name of “Japan Trustee Services Bank, Ltd. (Sumitomo Mitsui Banking Corporation retirement benefit trust 
account re-entrusted by The Sumitomo Trust and Banking Co., Ltd.)” are owned beneficially by Sumitomo Mitsui Banking Corporation and held as a 
retirement benefit trust by Japan Trustee Services Bank, Ltd. Sumitomo Mitsui Banking Corporation holds the right to direct the voting of these shares. In 
addition to the listings above, Sumitomo Mitsui Banking Corporation holds 28,090 thousand shares (0.61% of total issued shares.)

3. (*2) The 55,000 thousand shares registered in the name of “Japan Trustee Services Bank, Ltd., The Sumitomo Trust and Banking Corporation retirement 
benefit trust” are owned beneficially by The Sumitomo Trust and Banking Co., Ltd. and held as a retirement benefit trust by Japan Trustee Services Bank, 
Ltd. The Sumitomo Trust and Banking Co., Ltd. holds the right to direct the voting of these shares. In addition to the listings above, The Sumitomo Trust and 
Banking Co., Ltd. holds 20,000 thousand shares (0.43% of total issued shares.)

Principal Shareholders (As of March 31, 2011)
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Corporate Data

Share Ownership by Category
(As of March 31, 2011)

Sumitomo Metals’ Share Price on the Tokyo Stock Exchange

Company Name: Sumitomo Metal Industries, Ltd.

Incorporated: July 1949

Employees: 7,104

Fiscal year: April 1 – March 31

Paid-in Capital: ¥262,072,369,221

Annual General
Meeting of 
Shareholders:

June

Shareholder 
Record Date

for the Year:March 31
for the Interim Period:September 30

Osaka Head Office

Tokyo Head Office

For Further Information

Public Relations & Investor Relations Department
Sumitomo Metal Industries, Ltd.
1-8-11 Harumi, Chuo-ku, Tokyo 104-6111, Japan

Tel: +81-3-4416-6111

E-mail : ir@sumitomometals.co.jp

Website: http://www.sumitomometals.co.jp/e/
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Sumitomo Metal Industries, Ltd. (“Sumitomo Metals”) and Nippon Steel Corporation (“Nippon Steel”), or one of them, may file a registration statement on Form F-4 (“Form F-4”) with the U.S. Securities and Exchange 
Commission (the “SEC”) in connection with the possible business combination (or integration) between the two companies, if it is consummated. The Form F-4 (if filed) will contain a prospectus and other documents. 
If a Form F-4 is filed and declared effective, the prospectus contained in the Form F-4 will be mailed to U.S. shareholders of Sumitomo Metals and Nippon Steel, or one of them, prior to the shareholders’ meeting(s) at 
which such business combination (or integration) will be voted upon. The Form F-4 and prospectus (if the Form F-4 is filed) will contain important information about the two companies, such business combination (or 
integration) and related matters. U.S. shareholders to whom the prospectus is distributed are urged to read the Form F-4, the prospectus and other documents that may be filed with the SEC in connection with such 
business combination (or integration) carefully before they make any decision at the respective shareholders’ meeting with respect to such business combination (or integration). Any documents filed with the SEC in 
connection with such business combination (or integration) will be made available when filed, free of charge, on the SEC’s web site at www.sec.gov. In addition, upon request, the documents can be distributed for 
free of charge. To make a request, please refer to the following contact information.

Sumitomo Metals
Sumitomo Metal Industries, Ltd.
Triton Square Office Tower Y 8-11, Harumi 1-chome Chuo-ku, Tokyo 104-6111, Japan
Toshifumi Matsui, Manager, Public Relations Group
Tel: 81-3-4416-6115  E-mail: matsui-tsf@sumitomometals.co.jp

Note Regarding Forward-looking Statements
This document includes “forward-looking statements” that reflect the plans and expectations of Sumitomo Metal Industries, Ltd. and Nippon Steel Corporation in relation to, and the benefits resulting from, their 
possible business combination (or integration) described above. To the extent that statements in this press release do not relate to historical or current facts, they constitute forward-looking statements. These 
forward-looking statements are based on the current assumptions and beliefs of the two companies in light of the information currently available to them, and involve known and unknown risks, uncertainties and 
other factors. Such risks, uncertainties and other factors may cause the actual results, performance, achievements or financial position of one or both of the two companies (or the post-transaction group) to be 
materially different from any future results, performance, achievements or financial position expressed or implied by these forward-looking statements. The two companies undertake no obligation to publicly update 
any forward-looking statements after the date of this document. Investors are advised to consult any further disclosures by the two companies (or the post-transaction group) in their subsequent domestic filings in 
Japan and filings with the U.S. Securities and Exchange Commission.

The risks, uncertainties and other factors referred to above include, but are not limited to:
(1) economic and business conditions in and outside Japan;
(2) changes in steel supply, raw material costs and exchange rates;
(3) changes in interest rates on loans, bonds and other indebtedness of the two companies, as well as changes in financial markets;
(4) changes in the value of assets (including pension assets), such as marketable securities;
(5) changes in laws and regulations (including environmental regulations) relating to the two companies’ business activities;
(6) rise in tariffs, imposition of import controls and other developments in the two companies’ main overseas markets;
(7) interruptions in or restrictions on business activities due to natural disasters, accidents and other causes;
(8) the two companies’ being unable to reach a mutually satisfactory agreement on the detailed terms of the possible business combination (or integration) or otherwise unable to complete it; and
(9) difficulties in realizing the synergies and benefits of the post-transaction group.

Nippon Steel
Nippon Steel Corporation
Marunouchi Park Building 6-1, Marunouchi 2-chome Chiyoda-ku, Tokyo 100-8071, Japan
Nozomu Takahashi, General Manager, Public Relations Center, General Administration Div.
Tel: 81-3-6867-2130  E-mail: takahashi.nozomu@nsc.co.jp

*Excluding treasury stock
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