Securities Code 7245
June 6, 2014

To shareholders with voting rights

3-1, Sakae 2-chome, Naka-ku, Nagoya
13F Nagoya Hirokoji Building
DAIDO METAL CO., LTD.

Chairman and CEO Seigo Hanji
Notice of Convocation of the 106th Annual SharebdtdMeeting

Dear shareholders,
You are cordially invited to the 106th Annual Shaielers’ Meeting to be held as set forth below. ivattendance to the meeting will
be greatly appreciated.

If you are unable to attend the meeting on the dayou may exercise your voting rights by documentsiherefore, please kindly
review the reference materials for the Annual Shareolders’ Meeting that follow this notice, and comptte the enclosed Voting
Card, indicating your approval or disapproval, and send the Card by return mail so that it will reachus no later than 5 p.m. of
June 26, 2014 (Thursday).

Yours sincerely,

Note
1. Date andtime 10 a.m. of June 27, 24 (Friday)
2. Venue 4-2, Marunouchi -chome, Nak-ku, Nagoy:

5" Floor Grand Hall of Nagoya Bankers Association
(Pleasesee “Information Map of Venues of Shareholders’ tifegin
the last page)

3. Purpose
Reporting 1. Reporting of the 106 (from April 1, 2013to March 31
matters 2014 business report, consolidated financial stateg

and results of audit of consdiited financial statemel
by the accounting auditors amiludit & Supervisor
Board

2. Reporting of no-consolidated financial statements
the 108" (from April 1, 2013 to March 31, 2014) fiscal
yeal



Matters for resolution
Agenda No. 1 Disposition of Surplus
Agenda No. 2 Election of Five Directors
Agenda No. 3 Election of One Substitute Audit & Supervisory Bb&ember
Agenda No. 4 Payment of Bonuses to Directors

End of document

When attending the meeting on the day, please kihdsubmit the enclosed Voting Card to the receptioist.

In the event the shareholder intends to exerciseoting right by proxy, he/she can entrust his/her ght to a
single shareholder who has voting rights of the Copany. In this case, please submit a document to pre the
authority of proxy.

The reception is scheduled to open at 9 a.m. onetiday.

If there are any revisions to the attached documés and Reference Materials for Annual Shareholders’
Meeting, they will be posted online on the Companyg'website (http://www.daidometal.com/).

(ONO)

O]
O]

[Notice]
Please note that this year, we will not hold ashalders’ discussion session that has been hetg gegar after the Annual
Shareholders’ Meeting.



(Attachment)
Business Report
( From: April 1, 2013

To: March 31, 2014

1. Matters Relating to Current Situation of Corporate Group

(1) Progress of Business and Operating Performance
Regarding the world economy during the current clida®d fiscal year, the US economy continued itadgal recovery, with
employment improving in addition to strong persospénding and housing investment. On the other ,haltftbugh Europe is getting
out of prolonged economic stagnation, its recoveryained weak. In China, despite maintaining sornael lef growth, the pace of
economic growth slowed, as it worked on structuedbrms such as reducing investments and loansadigic growth in emerging
countries also showed signs of slowing down. OVieiteé world economy remained unstable.

The domestic economy, led by a weakening yen asidgristock values resulting from monetary measares others, saw improved
corporate business results and a recovery in parspending, and the step toward recovery becamme stable.

In the automotive business, the Company group’s loosiness, the new car sales for 2013 were 841Bmiinits worldwide, recording
the highest for four consecutive years. The twoomajarkets, the US market and the Chinese marleesueh increase, offsetting the
decrease in sales in Europe, India, and Asia wihemsands were sluggish.

In addition, the domestic automotive productionuwoé increased by 3.8% year-on-year to 9.91 millioits, exceeding the previous
fiscal year in four consecutive years as well. T¢tasne after the slight decrease in exports wastoffg the increase in domestic
demands (9.2% increase year-on-year). Moreover,otlegseas automotive production volume reached51éiflion units (5.9%
increase year-on-year).

In the non-automotive segment, the shipbuildingigid/ seemed to bottom out due to a largely inegasder volume and a return to
growth in orders received, despite that new shiding production in the world’s major shipbuildirguntries decreased from the
previous year. However, it is expected to take alenfor a full-fledged recovery. In Japan on thdest hand, there were some
encouraging signs including a recovery in ordeusr@ of new shipbuilding led by increasing demamddifuefied natural gas carriers
and energy-saving high performance vessels, intiaddio the better environment to receive orders tlu yen depreciation, and
uncertainty over the future felt through the prexgigear is gradually fading.

For the construction machine industry, the amodirdamestic shipment increased by 31.9% year-on-glearto the effects of public

spending such as the earthquake restoration watkrdrastructure development, while the amounttopment resulted in an increase
of only 9.7% year-on-year due to the decreasedréex|®.8 % decrease year-on-year). In the ovensealkets, similarly as the exporting
environment in Japan, the demands for mining mashaontinue to decrease in mineral-resource progumuntries; however, it has

started to show a gradual recovery trend with iasireg demands for general construction machin#dseiilChinese market and favorable
market conditions in North America and Europe.

In the general industries machines area, busin@sdesling electric power/energy and rotary machiremained strong.

Under this business environment, during the curoemsolidated fiscal year, Group net sales forftileyear exceeded those of the
previous year due to factors including that donsesstitomotive related sales increased in the sekalidf the fiscal year and the year-
on-year rate of decline in sales was on a downwmmd in the non-automotive segment (shipbuilding aonstruction machines in
particular) that was sluggish in the previous figesar.

Overseas, net sales increased in all regions dteteffect of yen depreciation in addition to sgmrders led by infiltration of DAIDO
brand mainly in Europe, backed by the growing gl@#omotive market.

As a result, net sales of the Group as a whole gwerv,350 million yen, a year-on-year increas6,d63 million yen (up 9.1%).

With respect to profits, operating income was 7,&@Bion yen, a year-on-year increase of 1,082 imillyen (up 17.2%) due to the
effects of increased income in automotive relatgh®ents, a smaller decrease in income and praiitgared to the previous fiscal year
in the non-automotive segment, efforts in actigitfer generating profits including improvement afréngs as well as the effects of
depreciation of yen. Ordinary income increased @68 million yen, a year-on-year increase of 1,hdBion yen (up 16.3%) due to

factors including a recording of foreign exchangéng of 512 million yen. Consolidated net incomengte 4,735 million yen, a year-

on-year increase of 349 million yen (up 8.0%) doentcreased deductions in corporation tax paymadtrainority interests among

others, while recording extraordinary gains of 8@6ion yen from capital gains in the sales of thed of the former Tokyo Factory and
others.

Sales to external customers by segment are asviollo

Due to the reorganization as of July 1, 2013, thataitic dry bearings business, which was previousiyegorized under “Non-
automotive bearings,” is now categorized under &pstf Below are results calculated by classificatfter the change.

1) Automotive engine bearings

Overseas net sales grew backed by strong ord&terth America and Europe, as well as Asian regischsas China, in addition to the
effect of yen depreciation. In Japan, net salepastdrmed those of the previous fiscal year dust¢oeased demands for automobiles
and others in the second half of the current caaiad fiscal year.

As a result, net sales were 50,021 million yenjranease of 5,656 million yen (up 12.8%) comparéth \the previous consolidated
fiscal year.

2) Automotive non-engine bearings

With regard to bearings for automotive parts, osassnet sales increased backed by factors inclutimgesults of sales expansion
while domestic net sales outperformed those optiegious fiscal year due to increased demandsuftamaobiles in the second half of
the current consolidated fiscal year.

As a result, net sales were 14,992 million yeninarease of 1,222 million yen (up 8.9%) comparethwhe previous consolidated fiscal

737



year.
3) Non-automotive bearings

In the non-automotive segment, net sales fell t@@3 million yen, a year-on-year decrease of 459aniyen (down 3.7%). However,
compared to the previous fiscal year, the year@ar-yate of decline in sales for previously slugghips (large and medium to small
ships) and bearings for construction machinesrisisihg, showing a gradual sign of bottoming outr Ehe bearings for rotary machines
in general industries, sales of special type ofibga, such as turbine bearings, were firm.

4) Others

Net sales for the metallic dry bearings and retdtedeasing businesses, etc. were 567 million garincrease of 41 million yen (up
7.9%) compared with the previous consolidated Figear.

(Sales by segment)

Net sales (Millions of yen)

Segment FY 2013

9 1'5;}12&%% 106"term
(The current consolidated fiscal ye
Automotive engine bearings 44,364 50,021
Automgtlvg non-engine 13,769 14.992

earings

Non-automotive bearings 12,226 11,768
Others 525 567
Total 70,886 77,350

(Note) Sales represent the amount to external mest



(2) Status of Financing, etc.
1) Financing
During the current consolidated fiscal year, thgas no significant operation of financing in botbrtowings from financial institutions
and issuing stocks or debentures.

2) Capital investment
Currently, under the Medium-Term Business Plan (gysi& plan extending from FY2012 to FY2017), the@ris aiming to seize the
world’s top share in all main industry fields ofapi bearings, and to further expand shares in rneskilere the Group is presumed to
have top shares already, the Group is strivinghttaece production capabilities which can keep up thie sales expansion on a global
basis, especially in the first three years of tlha from FY2012 to FY2014.

During the current consolidated fiscal year, theose year of the Medium-Term Business Plan, the @roontinued to enhance
automotive and non-automotive bearing productigracdies, as did in the previous fiscal year.

As a result, total capital investments reached3®j8illion yen for the year, an increase of 797lionl yen compared with the previous
year.

(Main capital investment during the current cordatiéd fiscal year)

* Investment for enhancing production capabilitiesjuding buildings for automotive engine beariregal bearings for automotive
parts, in the overseas production sites in Mexi¢miland, China, Czechoslovakia and others.

* Investment for enhancing production capabilititsutomotive and non-automotive bearings in Japahiavestment for enhancing
production capabilities of bimetal (material forabi@gs).

* Investment in relation to information systems, etc



(3) Movement of Financial Conditions and OperatingResults
1) Financial conditions and operating results ef@orporate Group

FY 2013
Fiscal year| FY 2010 FY 2011 FY 2012 106" term
Category 103%term | 104"term | 105"term |(Current consolidate
fiscal year)
Net sales (Millions of yen) 63,45 70,32¢ 70,88¢ 77,35(
)?epn(-:;ratmg income (Millions of 7.713 9,523 6.286 7.368
Ordinary income (Millions of
yen) 6,714 8,947 6,935 8,063
Net income (Millions of yen) 8,12¢ 5,43¢ 4,38¢ 4,73¢
Net income per share (Yen) 203.8" 136.4¢ 110.1( 118.8¢
Net assets (Millions of yen) 29,52¢ 34,16 40,06: 46,73
Total assets (Millions of yen) 82,79t 88,40: 92,31« 104,09¢
2) Financial conditions and operating results ef@ompany
FY 2013
Fiscal year] FY 2010 FY 2011 FY 2012 106" term
Category 103%erm | 104"term | 105"term |(Current consolidate
fiscal year)
Net sales (Millions of yen) 55,53¢ 61,67 57,45« 58,97¢
Operating income (Millions of
yen) 6,156 6,235 3,778 3,994
Ordinary income (Millions of
yen) 5,642 6,100 4,067 4,611
Net income (Millions of yen) 8,44¢ 3,68¢ 2,74( 3,387
Net income per share (Yen) 212.0¢ 92.5¢ 68.7¢ 85.0¢«
Net assets (Millions of yen) 27,70¢ 30,65¢ 32,99¢ 36,03¢
Total assets (Millions of yen) 67,16 69,00¢ 68,21( 69,24




(4) Issues to be Addressed
Implement “Medium-Term Business Plan”

The Medium-Term Business Plan, “Together to The Tapjch is implemented from the term of FY2012 t¥2017, defined the
major themes of (1) maintaining the position hofdthe world top share (our estimate) in plain beggias the sole comprehensive
manufacturer of plain bearings in the world, (2jtlier expanding the share of automotive engineihgsrwhich are the core
products of plain bearings, while keeping the wadp share (our estimate), (3) gaining the worlgl gbare in bearings in each non-
automotive segment of ships excluding large sHips$ &lready have gained the world top share, aact&tn machines, and rotary
machines, (4) structuring and expanding Globalt&gra of Five-Hub System (Global corporate structtimough independent
operational hubs in 5 geographical regions (Japaig, China, Europe and Americas)) for respondingdtes expansion both
domestic and overseas, (5) strengthening of rdseard development activities for sustainable terdirdvantages to respond to
geographical characteristics as a company buiteohnologies, and (6) establishment of solid fifelrtzases.

The Group plans to especially enhance productioa giobal basis for sales expansion in order taedmnd restructure its business
base at the first stage (from FY2012 to FY2014y achieve the Group’s challenge targets of “codstdid net sales of 111 billion
yen, operating income of 16.7 billion yen, and gerating margin of 15% or more” and aim to reafigaining the world top share
in all the industry segments of plain bearingsthia final year of the second stage (from FY2015Y2017).

The Group has also been expanding and reconsfuitte) business base during the first stage; Dyn&wlM&o., Ltd. (Thailand)
completed its third factory and Daido Precision MéSuzhou) Co., Ltd. completed its second factorg012. In 2013, the second
factory at Daido Metal Czech s.r.o., the secondofgcat PT. Daido Metal Indonesia and the new factdrDaido Metal Mexico
S.A. de C.V,, the newly established business bases eompleted.

The new factory at Daido Metal Mexico S.A. de C.Wnsto gradually increase its production afterdgims operations in July 2013
to achieve profitability early as the core prodoetisite for the U.S. and Mexico in the future, inthg South America in the
perspective.

Daido Metal Russia LLC will steadily develop and amrg its business base through full-scale produdtiorforeign automobile
manufacturers and preparation for production ins@eration of the truck market in order to furtleehance Global Strategy of
Five-Hub System in 5 geographical regions (Japai,AChina, Europe and Americas).

In the Group’s efforts in expanding sales, the @rauill strive to achieve targets by strengthenirades structure, enhancing
technical services to our customers, accuratelgtifyéng and responding to region-specific needs] @ansuring the Company’s
support system which adopts the changes in mankeiromment. Specifically, the Group will implememeasures such as
strengthening the North American sales structuctuding the Mexican sales company, and enhanciegBlropean Technical
Center in our technical service area. In additibe,Group will focus on expanding the overseas niarfiee bearings for mid to high
speed diesel engines and rotary machines in theaatmmotive segment and will make efforts to g&i@ world top share in such
segment.

Along with the expansion of sales, the Group wilttfier reinforce efforts to improve productivity faigalizing activities to improve
income for further profit generation and by espiéciexpanding the global and domestic introductairthe machining line using
new method and the compact machining line for aotiil@ engine that were newly developed and ingtalle

In FY2014, the final fiscal year of the first stagiee Group will perform a review of efforts to daand identify again and take on
the issues to be addressed in order to achieveibgp’s challenge targets of “consolidated netssafell1l billion yen, operating
income of 16.7 billion yen, and an operating mafii5% or more,” while factoring in the changeghie external environment.

(5) Major Business Lines

Major business division

s Content of business

Automotive engine
bearings

Bearings for automobile engines (passenger caikgrand racing
cars), bearings for two-wheeled vehicle enginesaribgs for
engine auxiliary machines (turbochargers and beald
mechanisrs), etc

nc

Automotive non-
engine bearings

Bearings for other automotive parts (transmissiosfock
absorbers, compressors for air conditioning, stgerivheels,
injection pumps, etc.).

Non-automotive

Bearings for low speed (two-cycle) diesel enginesarimgs for
medium speed (four-cycle) diesel engines, bearifogspower
generation (water wheels, turbines, etc.), bearifags general

bearings industries use (compressors, speed-increasing peedgeducing
gears, etc.), rotary pumps, centralized lubricatgystems (fo
machiring tcols), electrode sheets for etric capacitas, etc
Others Metallic dry bearings business, real esatsing, etc.




(6) Major Bases of th

e Corporate Group and Statusf&Employees

1) Major bases of the corporate group

a. The Company

Headquarters

Nagoya HQ (Naka-ku,
Tokyo)

Nagoya), Tokyo HQ (Shinagawa

Domestic sales bases

Tokyo Branch (Shinagawa-ku, Tokyo), Nagoya Branchy#ma-
shi, Aichi), Osaka Branch (Yodogawa-ku, Osaka), Haatsu
Branch (Naka-ku, Hamamatsu-shi), Hiroshima Branchévhi-
ku, Hiroshimi-shi), Kyushu Branch (Nagas-shi, Nagasaki

Domestic production
bases

Inuyama Site (Bimetal Division, Inuyama Plant, Mash@lant,

Others (Inuyama-shi, Aichi), Gifu Plant (Gujyo-s@iifu)

" Manufacturing Section No. 2 in Maehara Plant wasganized to TMBS (Turbomachinery Bearing SystemaiPds of April 1, 2014.

b. Subsidiaries

Domestic sales bases

Daido Metal Sales Co., Ltd. (Inuyama-shi, Aichi), 83ales Co.,
Ltd. (Narashino-shi, Chiba)

Overseas sales bas

Daido Iyletal U.S.A. Inc. (U.S.A.), Daido Metal MegiSales, S.A.
pgle C.V., Chung Yuan Daido Co., Ltd. (Taiwan), Daido Metal
Germany GmbH (Germany), Daido Metal Europe Ltd.gl&nd)

Domestic production
bases

NDC Co., Ltd. Narashino Plant (Narashino-shi, Chitd)C Co.,
Ltd. Kozaki Plant (Katori-gun, Chiba), Daido Plainaimgs Co.,
Ltd. (Seki-shi, Gifu), Daido Industrial Bearings dapCo., Ltd.
(Inuyameshi, Aichi)

Overseas production
bases

Dyna Metal Co., Ltd. (Thailand), Dongsung Metal Catd.
(Korea), PT. Daido Metal Indonesia (Indonesia), ddaPrecision
Metal (Suzhou) Co., Ltd. (China), Daido Metal MexiS0A. de
C.V. (Mexico), Daido Industrial Bearings Europe L{é&ngland),
Daido Metal Kotor AD (Montenegro), Daido Metal Czeshr.o.
(Czech), Daido Metal Russia LLC (Russia), Korea Dry Beg
Co., Ltd. (Korea), BBL Daido Private Ltd. (India)

Other domestic bases

Daido Logitech Co., Ltd. (Inuyama-shi, Aichi), Agtelmet Co.,

Ltd. (Ohteku, Tokyo!

* Daido Metal Mexico Sales, S.A. de C.V. was esthblisas of January 6, 2014.



2) Status of employees
a. Employees of the Corporate Group

Number of employees (persong)Change from end of prior period (persohs)

Domestic 1,923 Increase 23
Overseas 2,135 Increase 98
Total 4,058 Increase 121

(Notes) 1. In addition to the above, temporary eyeés (total of 581 persons) are under employniémmber of temporary employees represents annual
average number of employees (converted by 8 hoday )y
2. Temporary employees include part-timers and eyegls under non-regular engagement contract blitdexdispatched employees.

b. Employees of the Company

Change from en
Number of employees (persong) of prior period of service years
(persons (years

Average age Average numbe

(years of age)

1,130 Increasel4 36.6 13.6

(Notes) 1. In addition to the above, temporary @ygés (total of 269 persons) are under employmémmber of temporary employees represents annual
average number of employees (converted by 8 hoday )y
2. Temporary employees include part-timers and eyegls under non-regular engagement contract blitdexdispatched employees



(7) Status of Important Parent Company and Subsidides

1) Status of parent company
There are no applicable items.

2) Status of important subsidiaries

Name

Capital stock or
investments in
capital

Percentage (¢

holding of
voting rights

Content of major
businesses

Remarks

(Consolidated subsidiaries

Daido Logitech Co., Ltd.

45 million yen

100.0%

Logistics business an
insurance agent
business

Daido Metal Sales Co., Ltd.

100 million yen

100.0%

Sale of bearings

Daido Plain Bearings Co.,
Ltd.

300 million yen

100.0%

Manufacture of
bearings

Manufacture of

NDC Co., Ltd. 1,575 million yen 39.8% beari Note 1
earings, etc.
Sale of
- 100.0%| bearings/Calme, and
NDC Sales Co., Ltd. 90 million yen (100.0%) insurance agent Note 2
business
Daido Industrial Bearings - or.| Manufacture of
Japan Co., Ltd. 80 million yen 100.0% bearings
Asia Kelmet Co., Ltd. 55 million yen 100.0%| Rental of real estate
Chung Yuan Daido Co., 120 mllllon new 50.0%| Sale of bearings Note
Ltd. Taiwan yuan
Dongsung Metal Co., Ltd. 6,120 million 50.0% Manuchture and sale Note 1
Korean won of bearings
Dyna Metal Co., Ltd. 200 million Thai 50.0% Manufa_tcture and salg Note 1
baht of bearings
PT. Daido Metal Indonesig 13’748 mllllqn 50.0% Manufgcture and salg Note 1
Indonesian rupial of bearings
Daido Precision Metal 115,714 thousand 90.2% | Manufacture and sal€ Note 2
(Suzhou) Co., Ltd. Chinese yuar (16.2%) | of bearings
Daido Metal U.S.A. Inc. 12,900 thousand 100.0% Manufa_tcture and sale
US dollar of bearings
Daido Metal Mexico S.A. | 283,328 thousand 100.0%| Manufacture of Note 2
de C.V. Mexico peso (0.0%) | bearings
Daido Industrial Bearings | 13,500 thousan Manufacture of
. 100.0% )
Europe Ltd. sterling pound bearings
Daido Metal Kotor AD 26,535 thousandl 99.6% Manufa_tcture and sale
euro of bearings
Daido Metal Germany 500 thousand eurp 100.0%| Sale of bearings

GmbH




Capital stock or|Percentage (¢ Content of maior
Name investments in | holding of busi y Remarks
. s usinesses
capital voting rights
Daido Metal Czech s.r.0. 50 million Czech 100.0% Manufa_tcture and sale
koruna of bearings
. 3,613 thousang 0 .
Daido Metal Europe Ltd. sterling poun 100.0%| Sale of bearings
Daido Metal Russia LLC 330 million 99.89 | Manufacture and salg
Russian rubl of bearing
(Unconsolidated
subsidiaries to which equity
method is appli€)
. 3,100 million 50.0% | Manufacture and salg Notes 1

Korea Dry Bearing Co., Ltf. Korean wol (50.0%)| of bearing and :
(Affiliated companies to
which equity method is
appliec

. . 100 million o, | Manufacture and salg
BBL Daido Private Ltd. Indian rupe 40.0% of bearing

(Note) 1. Although the percentage of holding ofingtrights is not more than 50%, the company isuithed in subsidiary because it is substantiallytatied

by the Company.
2. Figure in (

(8) Major Lenders and Amount of Borrowing

) of percentage of holding of watirights represents the percentage of indirectihglof voting rights.

=

Lender Outstanding Balance (Millions of yen
Mizuho Bank, Ltd. 5,811
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 3,609
Japan Bank for International Corporation 3,129
Sumitomo Mitsui Banking Corporation 1,580
Sumitomo Mitsui Trust Bank, Limited 1,541




(9) Policies for Determination of Dividend, etc. oSurplus
The Company’s basic policy is to return appropriaigfits to our shareholders in consideration of sults of operations and payout
ratio, and to maintain a stable and long-lastinvgllef dividend of surplus in overall consideratioithe internal reserve funds for future
business development, expansion of research aredagerent, reinforcement of business base and ckafdmisiness environment.

The Company is of a basic policy to make dividendwplus twice a year, i.e. interim dividend andryend dividend.

The decision-making bodies for these dividendsunplsis are the Shareholders’ Meeting for the year-dividend and the Board of
Directors for the interim dividend in accordancéhithe provisions of the Company’s Articles of Inporation.

In comprehensive consideration of all the factaduding the consolidated performance for the yakr based on the basic policy, the
year-end dividend would be 10 yen per share foctheent fiscal year, an increase of 3 yen comptyelle projected year-end dividend
of 7 yen per share.

As a result, the annual dividend, including theiimh dividend of 7 yen per share (actual), would.Beyen per share.

For the next fiscal year, the Company plans theimteividend of 10 yen per share and year-end divitlof 10 yen per share, an
annual 20 yen per share.

(10) Other Significant Matters Relating to Current Situation of The Corporate Group
There are no applicable items.



2. Matters Relating to Shares of the Company

(1) Number of authorized share 80,000,000 shares

(2) Total number of issued share 44,956,853 shareqincluding treasury stocks of
5,133,324 shares)

(3) Number of shareholders at enc 3,250 shareholders

of the current fiscal year
(4) Major shareholders (top 10

Name of shareholder Number of shares hel@Ratio of shareholdirlg
(1,000 shares) (%)

Japan Trustee Services Bank, Ltd. (Trust Account) ,658 6.67
Sumitomo Mitsui Trust Bank, Limited 1,978 4.96
Mizuho Bank, Ltd. 1,977 4.96
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 1,822 457
Tokio Marine & Nichido Fire Insurance Co., Ltd. (35 4.17
The Master Trust Bank of Japan, Ltd. (Trust Accdunt 1,242 3.11
The (_Zhase Manhattan Bank, N.A. London Secs Lending 1176 295
Omnibus Account

Daido Metal Yueikai Employee Stock-Ownership Plap ,140 2.86
The Seri Wathana Industry Co, Ltd. 703000 1,000 2.51
Nisshin Steel Co., Ltd. 909 2.28

(Notes) 1. The Company holds treasury stocks &3R4 shares, but is excluded from the above nsajreholders.
2. Ratio of shareholding is calculated by deductivgtreasury stocks (5,133,324 shares).

3. Matters Relating to New Share Subscription Rigtt, Etc.

There are no applicable items.



4. Matters Relating to Company Officers
(1) Directors and Audit & Supervisory Board Members

(As of March 31, 2014)

Duties/departments in charge and important

Position Name o -
positions at other companies

HQ Executive/Vice Chairman of Japan Autg
Chairman & Chief Parts Industries Association, and
Executive Officer Seigo Hanji Executive/Branch Manager of Chubu Branch
(CEO) of the same Association

Outside Director of Nichirei Corporation
President & Chief In charge of Bi-metal Division, Quality
Operating Officer Kotaro Kashiyamg Management & Planning Department, Audit
(CO0) Department and Internal Control Department
Managing Director Head of Corporate/Financial Planning
and Senior Executive| Toshiyuki Sasaki Division
Officer In charge of General Affairs Department

Director and Senior

Executive Officer Yasuo Kawamura | Head of Polymer Bearings Division

Head of Human Resources Planning
Department, Head of Daido Metal College gnd

Director and Senior Masaki lkawa Head of Inuyama Site

Executive Officer In charge of Environmental & Safety
Management Department and Purchasing
Department

Full-time Audit &
Supervisory Board Masaaki Tamaya

Member
Outside Audit &
Supervisory Board Kuniko Tanabe Pa”r?er’ Lavvyer of Tgnabe & Partpers
Outside Auditor of Disco Corporation
Member
Outside Audit & President of NSK (China) Investment Co.,
Supervisory Board Kazuo Matsuda Ltd. . .
Special Advisor of NSK Ltd.
Member

Corporate Auditor of NSK-Warner K.K.

(Notes) 1.Ms. Kuniko Tanabe and Mr. Kazuo MatsadaOutside Audit & Supervisory Board Members.
Ms. Kuniko Tanabe is also an “Independent Offigerdvided according to the provisions of the Tokyoc® Exchange, Incorporated and Nagoya
Stock Exchange, Incorporated on which the Compastyeses are listed.
2. Ms. Kuniko Tanabe, Audit & Supervisory Board Meen, is qualified as a lawyer, and therefore hasiderable knowledge on legal affairs.
3. Mr. Kazuo Matsuda, Audit & Supervisory Board Meen has experiences of working as Director anditA&dSupervisory Board Member in
financial institutions and business entities, dretéfore has considerable knowledge on financeaaodunting matters.



4. Changes in departments in charge of Directorimdthe current fiscal year

New departments in

Previous departments in

Date Name
charge charge
In charge of General
; I . In charge of General Affairs Department and
April1, 2013 Toshiyuki Sasak Affairs Department Information Systems
Department
July 1, 2013 Yasuo Kawamura _ In charge of Sales

Development Departmen

5. Changes in duties and departments in chargére€to

rs after April 1, 2014

New duties and

Previous duties and

Daido Metal College
In charge of Purchasing
Department

Date Name departments in charge departments in charge
In charge of Bi-metal In charge of Bl_|—meta|
Division, Quality Division, Quality
. . ’ . Management & Planning
April 1, 2014 Kotaro Kashiyama Management & Planning D )
De . epartment, Audit
partment and Audit D dl |
Department epartment and Internal
Control Department
Head of Human
Resources Planning
Head of Human Department, Head of
Resources Planning Daido Metal College and
April 1, 2014 Masaki Ikawa Department and Head of| Head of Inuyama Site

In charge of
Environmental & Safety
Management Departmen
and Purchasing
Department




(2) Total Amount of Remunerations to Directors and Aidit & Supervisory Board Members

Category Numbe Remunerations Bonus to officers Total amou_nt of
remunerations
Directors 5 191 million ye 147 million yen| 339 million yen
Audit & Supervisory
Boar(_j Mem_bers 3 34 million yen — million yen 34 million yen
(QOutsideAudit & ) (19) o) (19)
Supervisory Board
Members)

(Notes) 1. Employee-portion salaries for employieetors are not included in the above amount.
2. “Bonus to officers” is an estimated amount tqbél, if the proposed agenda No. 4 is approvéddeal 06th Annual Shareholders’ Meeting to be held
on June 27, 2014.
3. The limit of remunerations to Directors (exclugliemployee-portion salaries for employee-diregtas per the resolution of the 98th Annual
Shareholders’ Meeting held on June 29, 2006 isMillbn yen per annum.
4. The limit of remunerations to Audit & Supervigddoard Members as per the resolution of the 98thual Shareholders’ Meeting held on June 29,
2006 is 45 million yen per annum.

[Guidelines and Decision-Making Methodology for €@dating the Remuneration Amount for Directors]

(a) Directors’ remuneration
Pursuant to the regulations for Directors’ remutiereprovided by the Board of Directors, the bagsiticy of Directors’ remuneration is to obtain amdain
human resources suitable for a Director of the @rdo work effectively as an incentive for raisingptivation of contributing to enhance business
performance and corporate value as well as mozale the level of remuneration shall correspondte, responsibility and business performance oheac
Director.
For the purpose of ensuring objectivity and transpey, the Company established an Advisory BoaBb#td") consisting of in-house and external
members in order to deliberate and determine theahemuneration amounts for each Director.

Specific structure and decision-making methodolagyas follows:
(i) The system of Directors’ remuneration conststémonthly remuneration” and “bonuses.”
In the case of remuneration for an Outside Diredfalected, for ensuring independence and negtrainonthly remuneration” consists of only a “és
component.”
(i) “Monthly remuneration”
* “Monthly remuneration” consists of a “fixed commam” corresponding to role and responsibility agsed with execution of Director’s operations and
a “consolidated performance componewtiich are determined after taking into account@neup’s consolidated performance in the previows wad
the performance of individual divisions that thedator is responsible for overseeing.
* Individual payment of monthly remuneration will determined by the Board of Directors based orptieeletermined ratio of payment according to
i position of each Director, consolidated sales atdntome considering the final plan of the Board.
iif) “Bonus”
* Total payment of bonuses to be deliberated inntfeeting of shareholders is set certain ceiling esgronding to dividend to shareholders and
considering the final plan of the Board, it is detmed by the Board of Directors.
* Individual payment amount will be determined bg Board of Directors based on the predetermined odtpayment according to position of each
Director, consolidated sales and net income coriagi¢he final plan of the Board.

(b) Audit & Supervisory Board Members’ remuneration
For ensuring independence and neutrality, Auditu&visory Board Membsrremuneration shall consist of only a “basic remration” as a fixed component.
Payment amount to each Audit & Supervisory Boardrider shall be determined by the discussion of thaitA% Supervisory Board.



(3) Status of Movement of Directors and Audit & Sugrvisory Board Members

1) Matters relating to concurrent holding of pasi of operating officer of other corporations andside officers, etc.
Name Material concurrent holding Relation between the Company and su
of position: other corporatior
Kuniko Partner, Lawyer of Tanabe| Although the Company has concluded
Tanabe & Partners consultant agreement with Tanabe

(Outside Audit
& Supervisory
Board Member

)

h

a
&

Partners and pays consultant fee annually,

such consultant fee is relatively sm
compared with the scale of Tanabe
Partners. Ms. Tanabe is not included in

list of lawyers who provide consultatign

all

&
he

services to the Company and not involved

in the Companr's reques.

(Outside Audit
& Supervisory
Board
Member)

Special Advisor of NSK
Ltd.

Outside Auditor of Disco The Company has no transaction wjth
Corporatiol Disco Corporatiot
Kazuo President of NSK (China) | The Company has no transaction with N§K
Matsuda Investmer Co., Ltd. (Ching) Investmer Co., Ltd.

The Company has no particular relatipn

with NSK' Ltd., which is required to bg

disclosec

Corporate Auditor of NSK-
Warner K.K.

The Company sells its products to NSK-

Warner K.K. but such sales are accounted

for 0.8% to the Company’'s consolidat
sales

(Note) Mr. Kazuo Matsuda worked at Mizuho Bank, .| the Company’s business partner as well as nieirebolder; however, more than ten years has passed
since he resigned from the Bank in May 2003. Themg@any borrows from and deposits to Mizuho Bank, Ltd

ed



2) Main activities of Outside Officers of other cpamies

Position Name Main activities
Attended all 16 meetings of the Board of Directorsd a
Audit & attended all 16 meetings of the Audit & SupervisBoard held
Supervisor] Kuniko Tanabe during FY2013.
Board Making remarks from the viewpoint of a professionall-
Members versed in corporate legal affairs based on hereigierience as
a lawyer

Attended all 16 meetings of the Board of Directorsd
attended 15 out of 16 meetings of the Audit & Sujzery
Audit & Board held during FY2013.
Supervisor Making remarks from a wide viewpoint based on hizh
Board insights on corporate accounting and governancbusfness
Members execution as he is familiar with finance and in&tional
business from his experience at banks and secucitimpanies
for many years and he has experiences and knowiggiged
from management of manufacturing comp.

1%

Kazuo Matsuda

3) Matters relating to liability limiting agreement
The Company amended its Articles of Incorporatiothat 98th Annual Shareholders’ Meeting held on J2$e2006 and established
provisions regarding the liability limiting agreentdor Outside Audit & Supervisory Board Members.

The outline of the liability limiting agreement, igh the Company concluded with all Outside AudiS&pervisory Board Members, is
as follows:

* When an Outside Audit & Supervisory Board Membeliable for compensating the Company for damages tduhis/her
negligence of duties, he/she assumes such liabjfityo the amount of limit prescribed in laws aagulations (minimum liability
stipulated in Article 425, paragraph 1 of the Comipa Act).

* The above liability limitation is allowed only whehe relevant Outside Audit & Supervisory Board Nbemis in good faith and
free of gross negligence regarding the liabilityAiticle 423 paragraph 1 of the Companies Act.



5. Matters Relating to Accounting Auditor
(1) Name of Accounting Auditor
Deloitte Touche Tohmatsu LLC

(2) Matters Relating to Liability Limiting Agreement
There are no applicable items.

(3) Amount of Remunerations to Accounting Auditor

Amount paid

Amount of remunerations as Accounting Auditor farrent fiscal year 40 million yen

Total amount of money and other property gains twhie Company
and its subsidiaries pay to Accounting Auc

56 million yen

(Notes) 1. Important consolidated subsidiariehef€@ompany that receive audits by certified pudticountants or audit corporations (including thbse
possess qualifications equivalent to such quatifica in overseas countries) other than the Acéogrituditor of the Company are as follows:

* Dongsung Metal Co., Ltd. (Korea)

Daido Precision Metal (Suzhou) Co., Ltd. (China)
Chung Yuan Daido Co., Ltd (Taiwan)

PT. Daido Metal Indonesia (Indonesia)

Dyna Metal Co., Ltd. (Thailand)

Daido Metal U.S.A. Inc. (U.S.A))

Daido Metal Mexico S.A. de C.V. (Mexico)
Daido Metal Kotor AD (Montenegro)

Daido Industrial Bearings Europe Ltd. (England)
Daido Metal Germany GmbH (Germany)

Daido Metal Czech s.r.0. (Czech)

Daido Metal Europe Ltd. (England)

¢ Daido Metal Russia LLC (Russia)

2. In the audit contract between the Company arabiating Auditor, the amount of remunerations fa audit under the Companies Act and that
under the Financial Instruments and Exchange Lawat clearly separated and also substantiallyparsdle from each other. As such, the amount

of remunerations for the current fiscal year repnés the total amount of these remunerations.

(4) Content of Nonaudit Services

The Company pays to the Accounting Auditor remun@natfor mainly the advisory service related to ititeoduction project of a new
mission-critical system, which is a service othHwart the audit and attest services stipulated iiclare, Paragraph 1 of the Certified

Public Accountants Act (non-audit services).



(5) Policies for Decision of Dismissal or Non-Reajpintment of Accounting Auditor
1) The policies of the Board of Directors of then@any regarding the decision of dismissal or n@ppeintment of the Accounting Auditor are as
follows:

The Company’s Board of Directors will submit to thieagholders’ Meeting an agenda regarding the aecisf dismissal or non-
reappointment of the Accounting Auditor if eithdrtloe following cases is applicable:

* |f dismissal or non-reappointment of the Accougtiuditor is considered necessary based on theathwamnsideration of the
auditing ability, credibility, audit fees, years efntinuous audits, etc. of the Accounting Audimd approval by the Audit &
Supervisory Board on the submission of the said daén the Shareholders’ Meeting has been obtaineatjdition to the cases
prescribed in Article 340, paragraph 1, each itéthe Companies Act; or

e If a request is made by the Audit & Supervisory Bloto submit an agenda regarding the decision simidisal or non-
reappointment of the Accounting Auditor to the Sfeiders’ Meeting based on the provisions in Aeti@f4, paragraph 2, item 2
or item 3, or paragraph 3 of the Companies Act.

2) The policies of théudit & Supervisory Boaraf the Company regarding the decision of dismissalon-reappointment of the Accounting Auditor
are as follows:

* |f dismissal or non-reappointment of the Accougtiuditor is considered necessary based on theathw@msideration of the
auditing ability, credibility, audit fees, years obntinuous audits, etc. of the Accounting Auditor,addition to the cases
prescribed in each item of Article 340, paragrapbf the Companies Act, the Audit & Supervisory Boavill request to the
Board of Directors for the submission of an ageretmrding the decision of dismissal or non-reappuént of the Accounting
Auditor to the Shareholders’ Meeting.

* If a proposal is made by the Board of Directorghim effect that the dismissal or non-reappointnedithe Accounting Auditor is
necessary, the Audit & Supervisory Board will makdezision on whether or not to agree to the saigpgsal, based on the
overall consideration of the situation describethimpreceding paragraph.

* If any cases prescribed in each item of Articl®,3daragraph 1 of the Companies Act have occurmedl ifahere is such an as
urgency as is inappropriate to dismiss the Accagnfuditor by holding the Shareholders’ Meetinge #hudit & Supervisory
Board will dismiss the Accounting Auditor based twe tonsent of all Audit & Supervisory Board Membénssuch a case, a
Audit & Supervisory Board Member elected by the AugliSupervisory Board will report the fact of disiséd and reasons for
dismissal to the first Shareholders’ Meeting hédtdrahe dismissal.



6. System for Ensuring the Appropriateness of Busires Operations of Joint-Stock Company

(1) System for Retention and Control of Informationon Performance of Duties by Directors
* Documents and other information related to perforoe of duties of Directors including minutes ofetiregs of the Board of
Directors and documents regarding decisions andosp|s are retained and controlled in accordandé waternal rules and
regulations that stipulate the retention and cémifrgonfidential documents and material documents.

(2) Regulations and Other Systems for Management &fisks of Losses

* Based on “Rules on Risk Management,” the Company dpsel system to manage risks properly.

* The “Risk Management Committee” mainly handles agament/compliance risks and assesses/understaadiskts inherent
therein as well as studying measures for resportdisgch risks. Results of this assessment areteeptar the Management Meeting
depending on the materiality of risks, and respomsasures are determined for cross-sectional matter

* In order to ensure an effective compliance systtmCompany establishes a compliance unit andgihrens the company-wide
risk management and compliance management.

(3) System for Ensuring Efficient Performance of Dutés by Directors
* Medium-term management plan and annul basic psliere developed, based on which policies/plangi@eared by each
department. Matters for important decision makimg studied from various aspects, and plans andretneneasures are
reviewed on a periodical basis, thus enhancingtfeetiveness of performance of duties.
» Effective segregation of duties or distributionaafthorities regarding the internal organizatiod &s systems is verified on a
periodical basis, including the review of the scopauthorities and in-house company system.

(4) System for Ensuring that Performance of Dutieby Directors and Employees Conform to Laws and Regations and Articles
of Incorporation

* An internal audit system is developed throughAhdit Department in order to ensure the legitimaegsonableness, efficiency
and legal and regulatory compliance of performafatuties.

* In order to strengthen/fully enforce the complianthe “Corporate Ethics Committee” clarifies theksasegarding the prevention
of compliance risks and carries out overall conalvities for the establishment/promotion of @spe measures.

* The “Corporate Ethics Committee” establishes thari8ards of Conduct” in complying with the companiesuand laws and
regulations, and revises their contents as negeaftar obtaining the approval of the Board of Diogs.

* The Company and its group companies provide thepl@eyees with regular compliance education/traisifgy utilizing the
“Standards of Conduct.”

* The Company keeps employees informed about thesetioinsultation window and windows for various adtagions under its
whistleblower system.

* Based on “Rules on Operation and Management of 8tdaaf Conduct,” the Company develops and operat@plance and
whistleblower systems.

(5) System for Ensuring Appropriate Business Operatins by The Corporate Group Consisting of the Companyits Parent
Company and Subsidiaries

* The Company reviews the size of affiliated compsnieom time to time as necessary in order to ensthe
effectiveness/efficiency of jobs between the Compamy its group companies.

* In order to ensure the appropriateness of busimgssations of group companies, the Company perdigiperforms operations
audit regarding the matters related to the managewiegroup companies based on the rules and régugarelating to the
Company'’s affiliated companies, and verifies whetiremot business activities are carried out appabgly.

* Group companies periodically report to the Direstof the Company on their performance of dutigsarftial conditions, etc.
and promote the exchange of information betweerCtirapany and its group companies.

* The Company and its group companies hold meetimgietermine the group policies and way of managéraed establish a
system of collaboration.

* |f the content of management/management guidarmeded by the Company is considered to violatddie and regulations or
have any other problems of compliance, the groumpamies report them to the ethics consultation .désktters with
significance are reported to the Audit & SuperwsBoard Members, who then express their views tdtinectors as necessary
and request them to take improvement/remediaticasores.

* In order to ensure the reliability of financiapreting, the Company and its group companies devedggssary rules, regulations,
procedures, etc., establish a system for apprepaiadl effective operation and assessment thenedfp@mote the management
and operation of internal control by establishing“Internal Control Department” for company-wide mainance and
strengthening of internal control.

(6) Matters Relating to Assignment of Employees whassist the Duties ofAudit & Supervisory Board Members
* An “Audit & Supervisory Board Members Secretariaitiependent of the Directors is established asparti@ent for assisting
the Audit & Supervisory Board Members.
(7) Matters Relating to Independence from Directorsof Employees who Assist the Duties of Audit & Swgrvisory Board Members

* The Audit & Supervisory Board may receive advarggorts on the personnel movements and personnlelatieas relating to
the “Audit & Supervisory Board Members Secretariatid request to the officer in charge of persomffeirs for changes if
such request is necessary.



(8) System for Reporting to Audit & Supervisory Boad Members by Directors and Employees and Other Syems for Reporting
to Audit & Supervisory Board Members

* Directors and employees report the following matt® Audit & Supervisory Board Members without delin addition to
statutory reporting matters:

a. Cases discussed/reported in the management gieetin

b. Detected matters that are likely to cause siant damages to the Company;

c. Results of operations audit performed by the ADépartment and other internal audit departments;

d. Status and content of information relating ® Whistleblower system established by the Directamsl

e. Other matters which the Audit & Supervisory Boeodsiders necessary to be reported in the cofifserfmrming its duties.

(9) Other Systems for Ensuring Effective Performancef Audit by Audit & Supervisory Board Members

* Audit & Supervisory Board Members and the Audit &p®rvisory Board have regular meetings with the Repriative Director,
and exchange opinions regarding the tasks to beessiel by the Company, risks surrounding the Compstayys of
improvement of the environment of audit by the AwWliSupervisory Board Members, significant mattets, in performing the
audit and other matters, as well as confirmingniamagement policies of the Representative Director.

(10) Basic Philosophy for Rejection of Anti-SociaForces and Status of Arrangement Thereof

* The Company includes its “Attitude to Anti-SociabrEes” in Article 7 of the “Code of Conduct” which esjifies the basic
principles of corporate ethics, declaring that@uenpany will assume a resolute attitude toward angek/groups threatening the
healthy activities of an entity.

* General Affairs Department of the Company assumesdle of company-wide control, which endeavorsdtect information
on any anti-social forces and doubtful groups, iose collaboration with external institutions (teld government
offices/associations/lawyers, etc.) and centralgnage such information, including internal disttiban of information, calling
for attention, etc.

* “Standards of Conduct” which specify specific megtte® be observed in performing the business ietivin accordance with the
“Code of Conduct” are distributed to all officers aghployees, in order to enlighten the officers anmgployees by indicating
their required “responses to anti-social forces.”



7. Basic Policies Relating to Control of Joint-StdcCompany
(1) Content of Basic Policies

Basic policies regarding the way of being of persehs control the determination of polices for thenpany’s finance and business
are as follows:

The Company has developed business strategieslés; paoduction, technology, new businesses, etged on medium and long term
perspectives and has been aiming to achieve th#estievelopment and growth of the Company. Howetleg, circumstances
surrounding our business have been changing drfigtand requires us an extremely important stgeiinthe short-term management
judgment for ensuring a sustainable growth towhedftiture.

In the Medium-Term Business Plan, the Company piameconstruct its business base at the first giage FY2012 to FY2014), and
achieve the Group’s challenge targets of “constdidanet sales of 111 billion yen, operating incoofiel6.7 billion yen, and an
operating margin of 15% or more” in the final yeafshe second stage (from FY2015 to FY2017).

The Company will strive to strengthen a sustainéibiginess base and enhance corporate value bylgteagiementing the Medium-
Term Business Plan.

Cooperating with our business partners, includingtmmers and suppliers, employees and their famile@sl residents and other
stakeholders, the Company will pursue flexible reses to the short-term and rapid changes and a&claesustainable growth of
business management in the view of medium and temg perspectives. The Company believes that retgmiofits gained as a result
of such sustainable growth, to shareholders woualdecto be the better contribution to the commoerett rather than distributing
short-term or tentative profits to shareholders.

Accordingly, the Company would like stakeholdershsas customers and suppliers, employees and tmailids and local residents,
who support our sustainable growth based on medinth long term perspectives aforementioned, to loold shares with proper
balance.

(2) Efforts for Contributing to Achievement of BasicPolicies

1) Special efforts for contributing to achievemenbf basic policies

a. Effective utilization of the Company'’s properties achieving sustainable growth through busimaasagement based on medium
and long term perspectives

* The Company has been utilizing its properties &ffely in order to achieve a sustainable growtlotigh business management
based on medium and long term perspectives.

* Since it becomes necessary to establish produetishsales bases responsive to the future trencclaswiges of market, to
upgrade product quality, production efficiency, mgament ability, etc. of domestic and overseasidialbies to the standards of
the Company, and to maintain product quality, préduc efficiency, management ability, etc. of domesind overseas
subsidiaries to the standards of the Company, iera@ achieve a sustainable growth through businessagement based on
medium and long term perspectives, the Company imikst its properties to proactive research anceld@wment activities,
utilization of advanced technologies through segdime employees of overseas production bases ttraiming courses at the
Company, utilization of advanced technologies thiouglustry-government-academia cooperation, priateaf technologies
through acquisition of patents, etc., in considerabf the balance between such investments anidetid of surplus to our
shareholders.

b. Promotion of shareholding by employees
* The Company promotes the holding of shares by eraplbby paying incentives to members of the Emg&tck-Ownership
Plan.
* The Company also continues to implement activertsfto enhance the Employee Stock-Ownership Plan.

c. Promotion of understanding of the Company byllogsidents
* The Company interacts with local residents and tigegain better understanding of the Company bgl Isesidents, such as by
attendance to social programs and local residettedance to factory tours at major businessitmtsit

2) Efforts for preventing the control by shareholdes who violate basic policies
The Company takes the following measures in ordgréwent any inappropriate parties in view of thewe basic policies from
controlling the decisions on finance and businédseeCompany (hereinafter referred to as “hostdquisition”):

At first, the Company will conduct proactive IR adti®s in order to increase the corporate reputatioihe Company in the market,
as well as effectively utilizing the Company’s asset the fullest extent, thus achieving its susthi@ growth through business
management based on the above-mentioned mediuroagderm perspectives, increasing the corporaligeyand enabling us to
distribute appropriate profits to our shareholders.

Next, the Company will identify its substantial stfaolders on a continuous basis and, if a hostilieer appears, will check and
assess the purposes of acquisition by the saidliehasquirer and make negotiations with the saidtifacquirer on hearing the
opinions of external specialists. If it is consefthat the hostile acquirer is inappropriate emwwbf the Company’s basic policies,
the Company will take appropriate countermeasures.

Also, the Company does not deny the introductioadfance measures for the prevention of hostileisitigm in order to prepare
for possible appearance of a hostile acquirer, wifidcontinue to make studies on effective measurggeference to laws and
regulations, guidance issued by related institgtiand the trend of other companies, as well agisecthe common interests of our
shareholders.



(3) Judgment on and Reason for Reasonableness ofMe Efforts

It is clear, from the manner of efforts, that ti®ee efforts are consistent with the basic policifesnot infringe the common interests of
shareholders, and are not intended to maintaipdséions of the Company'’s officers. We also consttiat the countermeasures and
measures for the prevention of hostile acquisiibmapparently appropriate because they are pubtmn only when the acquisition is

against the Company’s basic policies.

8. Other Significant Matters Relating to Status ofloint-Stock Company
There are no applicable items.

(Note) Amounts, numbers of shares, percentagelding of voting rights, and ratios of shareholdidgscribed in this Business Report are presented by
rounding down fractions under units for presentatiother ratios are presented as units rounded totre nearest unit.



Consolidated Balance Sheet

(As of March 31, 204)

(Unit: 1,000 Yen

Asset: Liabilities
Accoun Amouni Accoun Amount
Current asset: 51,743,02 | Current Liabilities 32,098,71
Cash and depos 12,047,66 | Notes and accounts paye-trade 5,938,94.
Notes and accounts receive-trade| 21,057,98 Electronically recorded obligations - operating| ~ 7,283,57.
Securitie 755 | Shor-term borrowing 6,687,37
Merchandise and finished goc 6,998,33/ | Current portion of bont 75,000
Work in proces 5,765,42: | Current portion of long-term 2,387,389
Raw materials and suppl 3,143,78 | borrowing:
Deferred tax ass¢ 1,417,82" | Lease liabilitie 624,18
Other: 1,372,44 | Accrued income tax 1,759,54
Allowance for doubtfuaccount (61,20¢) | Reserve for bonus 1,508,40:
Reserve for Directors’ bonus 147,70(
Fixed asset 52,356,06 | Reserve for compensation for prod 102,73(
Tangible fixed asset 45,591,63 | Electronically recordedbligations 883,289
Buildings and structur 14,276,95 | - hor-operatiny ‘
Machinery, equipment and carri | 16,270,35 | Other: 4,700,56
Lanc 9,303,77' | Non-Current Liabilities 25,267,05
Lease asse 786,50, | Long-term borrowing 17,667,84
Construction in progre 3,673,73 | Leaseliabilite 450,21
Other: 1,280,31; | Deferred tax liabilitie 1,922,82
Net defined benefit liabilit 4,484,53
Intangible fixed asset 1,931,36. | Provision for environmental 35.914
Goodwill 820,91t | measure '
Lease asse 150,76( | Asset retirement obligatio 17,72
Other: 959,68( | Negative goodwi 3,761
Other: 684,25(
Investments and other asset 4,833,06 Total Liabilities 57,365,77
Investment securitit 2,787,18: Net Asset
Long-term loan 72,24: | Stockholders’ equity 38,386,35
Deferred tax asse 1,125,101 | Capital stoc 7,273,17:
Other: 891,31(| Capital surplu 7,946,24.
Allowance for oubtful account (42,77% | Retained earnin: 24,578,83
Treesury stock (1,411,900
Accumulated other
comprehensive income 454,551
Net unrealized gain (loss) on secur| 958,11¢
Foreign currency translation 782,742
adjustment
;gmeasurements of defined benefit (1,286,311)
Minority interests in 7,892,403
consolidated subsidiaries
Total Net Assets 46,733,310
Total Assets 104,099,088 Total Liabilities and Net Assets 104,099,088

(Note) Amounts are presented by rounding downifsastunder 1,000 yen.



Consolidated Statement of Income

From: April 1, 2013
To: March 31, 2014

(Unit: 1,000 Yen)

Account Amount
Net sales 77,350,018
Cost of sales 56,057,711
Gross profit on sales 21,292,307
Selling, general and administrative expenses 13,923,773
Operating income 7,368,533
Non-operating income
Interest and dividend income 96,251
Foreign exchange gains 512,089
Amortization of negative goodwill 6038
Equity in earnings of unconsolidated 167,671
subsidiaries and affiliated companies
Proceeds on sale of scraps 518,097
Others 343,138 1,637,803
Non-operating expenses
Interest expense 484,638
Retirement benefit expenses 257,451
Others 200,676 942,766
Ordinary income 8,063,570
Extraordinary gains
Gain on sales of non-current assets 896,118
Gain on sales of investment securities 638 896,757
Extraordinary losses
Impairment loss 17,430 17,430
Income before income taxes 8,942,897
tCa<))(rporat|0n tax, inhabitant tax and busineg 2.670,334
Income taxes-deferred 492,866 3,163,201
Income before minority interests 5,779,696
Minority interests in earnings of consolidated
subsidiaries 1,044,123
Net income 4,735,573

(Note) Amounts are presented by rounding downifsastunder 1,000 yen.



Consolidated

Statements of

Changes in Shareholders’ Equity

(

From: April 1, 2013
To: March 31, 2014

(Unit: 1,000 Yen

Stockholders’ equity
: Total
Capital stock|Capital surplus Eg;g;ned Treasury stocksstockholders’
Ings equity
Balance at the beginnir
of the current ye: 7,273,178 7,946,245 20,400,881 (1,404,836)| 34,215,468
Changes during tr
current yee
Dividend of surplus (557,621) (557,621)
Net income 4,735,573 4,735,573
Acquisition of treasur)
stock (7,063) (7,063)
Changes (net) in tF
items other than
stockholders’ equity
during the current ye
Total changes during tt - -
current yez 4,177,951 (7,063) 4,170,887
Balance at the end of tl
current yee 7,273,178 7,946,245 24,578,832 (1,411,900)| 38,386,356

(Unit: 1,000 Yen)

Accumulated other comprehensive income
Minority
Net ; Total . .
- Foreign | Remeasure interests in| Total net
ug{ﬁ%'gg; currency | ments of accgmglrawd consolichteq ~ assets
g on translation| defined comprenensiv subsidiarieg
securitie adjustmentsbenefit plan, income
Balance at the beginnir
of the current ye: 725,883|(1,452,808 — | (726,924)| 6,573,542 40,062,085
Changes during tr
current yee
Dividend of surplus (557,621
Net income 4,735,573
Acquisition of treasur)
sto?:k: ] (7,063)
Changes (net) in tF
items other than
stockholders’ equity 232,236 2,235,551|(1,286,311) 1,181,476 1,318,861 2,500,337
during the curmt yea
Total changes during tt
current yez 232,236 2,235,551|(1,286,311) 1,181,476 1,318,861 6,671,225
Balance at the end of tl
current yez 958,119, 782,742|(1,286,311 454,551 7,892,403 46,733,31d

(Note) Amounts are presented by rounding downifsastunder 1,000 yen.



|. Significant Matters that Form the Basis of Presating Consolidated Financial Statements

1. Matters relating to scope of consolida

(1) Number of consolidatewbsidiarie
Names of consolidated subsidiaries

20 companie
Daido Logitech Cd.
Daido Metal Sales Co., Ltd.
Daido Plain Bearings Co., Ltd.
Daido Industrial Bearings Japan Co., Ltd.
Daido Metal U.S.A. Inc.
Daido Metal Kotor AD
Daido Industrial Bearings Europe Ltd.
Daido Metal Czech s.r.o.
Dyna Metal Co., Ltd.
Chung Yuan Daido Co., Ltd.
P.T. Daido Metal Indonesia
Dongsung Metal Co., Ltd.
NDC Co., Ltd
NDC Sales Co., Lti
Daido Precision Metal (Suzhou) Co., Ltd.
Daido Metal Germany GmbH
Asia Kelmet Co., Ltd.
Daido Metal Europe Ltd.
Daido Metal Russia LLC
Daido Metal Mexico S.A. de C.V.

(2) Names of unconsolidated subsidiaries  KoreaEagring Co., Ltd.

Reason for exclusion from scope of
consolidation

Chung Yuan Daido (Guangzhou) Co., Ltd.
Daido Metal Mexico Sales, S.A. de C.V.

Korea Dry Bearing Co., LtdChung Yuan Daic
(Guangzhou) Co., Ltd. and Daido MebMExicc
Sales S.A. de C.\have been excluded from
scope of consolidation because all tl
companies are small in size and none of
total assets, sales, net income or loss (an
corresponding to thequity share) and retair
earnings (amount corresponding to the et
share) does not have a material effect or
consolidated financial statemel



2. Matters relating to application of equity metho
(1) Number of unconsolidated subsidiaries andiafii companies to which the equity
method was applied
2 companies
Names of companies (Unconsolidated subsidiary) Korea Dry Bearing
Co., Ltd.
(Affiliated company) BBL Daido Private Ltd.
(2) Names of unconsolidated subsidiaries antlaéfd companies to which the equity
method was not applied
(Unconsolidated subsidiaries)
Chung Yuan Daido (Guangzhou) Co., Ltd.
Daido Metal Mexico Sales S.A. de C.V.
Reason for non-application of equity Chung Yuan Daido (Guangzhou) Co., Ltd. and
method Daido Metal Mexico Sales S.A. de C.V. have
been excluded from the range of application of
the equity method, because their effect on net
income or loss (amount corresponding to the
equity share), retained earnings (amount
corresponding to the equity share), etc. is minor
and immaterial as a whole.
(3) Matters of special mention regardingFor companies to which the equity method is
the procedures for application applicable and of which closing dates are
different from the consolidated closing date,
financial statements for the fiscal year of each
company are used.
3. Matters relating to the fiscal year, etc. of salidated subsidiaries
Among the consolidated subsidiaries, the closing
date for Daido Metal U.S.A. Inc., Daido Metal
Kotor AD, Daido Industrial Bearings Europe
LTD., Daido Metal Czech s.r.o., Dyna Metal C
Ltd., Chung Yuan Daido Co., P.T. Daido Metal
Indonesia, Dongsung Metal Co., Ltd., Daido
Precision Metal (Suzhou) Co., Ltd., Daido Metal
Germany GmbH, Daido Metal Europe LTD,
Daido Metal Russia LLC and Daido Metal
Mexico S.A. de C.V. is December 31.
In the preparation of consolidated financial
statements, financial statements as of the same
date are used. However, required adjustments for
consolidation were made for important
transactions that occurred during the period up to
the consolidated closing date.

procedures of equity method

4. Matters relating to accounting stand:
(1) Basis and method of valuation of important &
1) Basis and method of valuation of secur
Other securitie
Securities with market value -« .. Stated at market value based on the market
price, etc. at balance sheet date (Valuation
differences are included directly in net
assets, and the net sales value is calculated
by the moving average methc
Securities without market value-- - - - - - - Stated at cost determined by the moving
average methc
2) Basis and method of valuation of derivat
Stated at market val
3) Basis and method oaluation of inventorie
Basis of valuation is in accordance with the cosiso@method of writing down the
carrying value to reflect any decreased profitabili

(a) Merchandse and finished good - - - - - Gross average meth

(b)Work in proces - -« -« vvvenveennnn. Gross avrage metho

(c)Raw material -« -+« vvvveeeeeens Principally by gross average metl
(d)Supplies - -« revvereei Principally by moving average mett

(2) Method of depreciation of important deprecisdsset
1) Tangible fixed assets (excluding lease apsets
The Company and 5 companies among the consolidabsidgaries use the declining
balance method (with the exception of buildingscleding facilities annexed to
buildings) acquired on or after April 1, 1998, f@hich the straight-line method is used),
while other subsidiaries use the straight-line rodth
Useful lives for major assets are as follows:



Buildings and structures 3-60 years
Machinery, equipment and carriers 4-10 years

2) Intangible fixed assets (excluding lease as
Straigh-line method is use
3) Lease asse
* Lease assets relating to finance lease transaatibith transfer the ownership of
lease assets
The same depreciation method as applied to seledvined assets is used.
* Lease assets relating to finance lease transaatibith do not transfer the
ownership of lease assets
Straight-line method based on the useful life eqoitihe lease period and residual
value of zero is used.
Finance lease transactions, which do not trank&eownership of lease assets whose
lease inceptions are on or before the 1st yead@pbtion of the revised Accounting
Standard for Lease Transactions, are continuogsigumted for by a method similar
to the method applicable to ordinary lease tramnsast

(3) Basis of recording important reserves

1) Allowance for doubtful accounts
In order to prepare for any losses by bad debivabkes, an amount estimated to be
unrecoverable is provided based on the calculatigrast actual bad debt ratio for
general reserves and from reviewing the probahifitsecovery in individual cases
for specific receivable where there is concern al@ms.

2) Reserve for bonuses
An amount corresponding to the period out of tHameged amount of bonuses
payable to employees, etc. is provided.

3) Reserve for Directors’ bonuses
In order to prepare for future payment of Directbdenuses, an estimated amount of
bonuses payable is provided.

4) Reserve for compensation for products
In order to prepare for any expenditure of warraxgenses relating to the quality of
products, an estimated amount required to be pdigtire is provided.

5) Provision for environmental measures
In order to prepare for payment of disposal coft@B wastes required to be treated as
stipulated by the “Act on Spiat Measures concerning Promotion of Proper Treatrol
PCB Wastes,” an estimated amount of disposal odst paid is provided.

(4) Other significant matters which are the b&sigpresentation of consolidated financial
statements
1) Accounting treatment for retirement benefits

When calculating retirement benefit obligation, straight-line basis is used to allocate
estimated retirement benefits over the period updend of the current consolidated
fiscal year.
A pro-rated amount of differences arising from agging changes is expensed in 15
years.
Past service cost is recorded as an expense loyrated amount by the straight-line
method over the average remaining service yeaempfoyees at time of occurrence
thereof.
For actuarial differences, an amount prorated bysthaight-line method over the
average remaining service years of employees atdinoccurrence thereof in each
consolidated fiscal year is expensed starting ftenconsolidated fiscal year that
follows the consolidated fiscal year of occurrence.
In order to prepare for the payment of retirememtdiits to operating officers, etc.,
an amount that would be required to be paid iébdjible officers retired at the
balance sheet date is provided.
(Change in accounting policy)
Effective from the end of the current consoliddiedal year, the Company adopted
the “Accounting Standard for Retirement Benefits” BdSStatement No. 26, May
17, 2012; hereinafter the “Retirement Benefits AcemgnStandard”) and the
“Guidance on Accounting Standard for Retirement BigsiefASBJ Guidance No.
25, May 17, 2012; hereinafter the “Guidance on Retent Benefits”), except for the
provisions prescribed in the main part of Paragi2plof the Retirement Benefits
Accounting Standard and the main part of Paragéaptf the Guidance on
Retirement Benefits. Based on this Standard and Geedlaime Company changed
the accounting method to record the amount caledlby deducting plan assets from
retirement benefit obligation as net defined benigfbility, and recorded
unrecognized actuarial differences and unrecogrpaestl service costs as net defined
benefit liability.
In accordance with transitional treatment as stifad in Paragraph 37 of the
Retirement Benefits Accounting Standard, the effétit® change is recognized in
remeasurements of defined benefit plans within mcdated other comprehensive
income as of the end of the current consolidatszhfiyear.



As a result, a net defined benefit liability of 84530 thousand yen was recorded at
the end of the current consolidated fiscal yeaculeulated other comprehensive
income decreased by 1,286,311 thousand yen.

The effect on per share information is describetth@relevant notes.

2) Standard for conversion of foreign currency deimated assets and liabilities into
Japanese Yen

Foreign currency denominated receivables and pagatk translated into Japanese
Yen at the spot exchange rates prevailing at thenbe sheet date, and the resulting
exchange differences are recorded in gains ordogsssets and liabilities, income
and expenses of overseas subsidiaries, etc. agaed into Japanese Yen at the
spot exchange rates prevailing at the balance slaéet and the resulting exchange
differences are included in the foreign currengystinents and minority interests in
consolidated subsidiaries in net assets.

3) Accounting method for important hedges
(a) Hedge accounting
Special treatment is applied to interest rate swdymn the conditions of special
treatment are met.
(b) Hedging instruments
Derivative transactions (interest rate swaps
(c) Hedged items
Items with possibility of losses due to market fuations, etc. and for which such
market fluctuations, etc. are not reflected inrtleealuation and items with fixed
cash flow and for which such fluctuations are aedid
(d) Hedge policies
The Company adopts a policy of utilizing derivatix@nsactions as hedging
instruments only for the purpose of avoiding tls&sito assets and liabilities exposed
to risks of market fluctuations.
(e) Evaluation of effectiveness of hedges
The judgment on the evaluation of the effectiverstghe balance sheet date is
omitted because the conditions of special treatrokimterest swaps are met.
4) Matters relating to the amortization of godtand the amortization period

Goodwill is amortized by the straight-line methoithin a period of 12 years based
on the estimated period during which the effectabgis being developed.

5) Accounting treatment of consumption taxes
Consumption taxes are accounted for by the tax-drdumethod.

Il. Additional Information
Revision to the amount of deferred tax assets afetreéd tax liabilities due to changes in the cdi@come taxes

With the promulgation on March 31, 2014 of the “Aat Partial Amendment of the Income Tax Act, efétt No. 10, 2014), the Special
Reconstruction Corporation Tax will no longer beased from the consolidated fiscal year beginnmgrad after April 1, 2014. In
accordance with this Act, the statutory tax rateduer the calculation of deferred tax assets afered tax liabilities has been changed
from 37.7% applicable hitherto to 35.3%, for theperary differences expected to be eliminated énctimsolidated fiscal year beginning
on April 1, 2014.
This change in the tax rate has a minor impactadramount of deferred tax assets (after deducfideferred tax liabilities).




lll. Notes to Consolidated Balance Sheet
1. Accumulated amount of depreciation of tangible
fixed assets

71,975,333 thousand yen

2. Assets pledged as collateral and liabilitiesesponding to pledged assets
Assets pledged as collateral

Buildings and structures 616,384housand yen
Machinery, equipment and carriers 1,431,027

Land 856,816

Other tangible fixed assets 13,269

Total 2,917,497

Liabilities corresponding to pledged assets

Short-term borrowings 1,780,00Ghousand yen
Long-term borrowings 1,118,328

(including amounts scheduled to be repaid
within one year)
Total 2,898,328

3. Liabilities for guarantee
Amount of employee housing loans, etc. 227,28ousand yen

4. Discounted notes receivable and transfer by

endorsement of notes receivable
Discounted export bills 24,387 thousand yen



IV. Notes to Consolidated Statement of Changes irh8reholders’ Equity
1. Total number of issued shares as of the endroét consolidated fiscal year

Ordinary shares 44,956 thousand shares
2. Matters relating to dividend
(1) Total amount of dividend paid

Total l
. Amount of
Resolution Ks'?groef %T/?ggrt]gf dividend per| Base date Effective dat
(1,000 yen share (yen)
Annual
shareholders’ .
meeting held O;?]';‘fgy 278,818 7.00 | March 31, 2013 June 28, 2013
on June 27,
2013
Board of
r?qlcr;z(t:itr?g:sheld Ordinary 278.803 7.00 September 30,, December 9,
on November share 2013 2013
14, 203

(2) Of dividends for which the base date belonggh® current consolidated fiscal year, those tlmahe into effect in the following
consolidated fiscal year

Total

. Amount of
Resolution Ks'?gr%f %Tl?ggrt]gf dividend per| Base date Effective date
(1,000 yen share (yen)
Annual
shareholders’ Ordinar
meeting to be sharey 398,235 10.00| March 31, 2014 June 30, 2014
held on June
27,2014

Fiscal resource of dividends is planned to be methearnings.



V. Notes to Financial Instruments

1. Matters relating to status of financial instrumse
The Group limits its investment of funds to shentrt deposits only, and the required funds are peacfrom financial institutions such
as banks.
Credit risks of customers relating to notes and atoreceivable-trade are mitigated in line wité ¢thedit management regulations.
Investment securities consist mainly of shares,thadnarket values of listed shares are revieweah quarterly period.
Borrowings are used for the working capital (maistyprt-term) and capital investment funds (long-Yend interest swap transactions
are made for a part of long-term borrowings in otdefix the interest expense against the riskntdriest rate fluctuations. Derivative
transactions are made within the scope of actuahdd in accordance with the internal managemeniaggns.

2. Matters relating to market values, etc. of ficiahinstruments

Consolidated balance sheet amounts, market valuegifi@rences as of March 31, 2014 are as follows:
(Unit: 1,000 yen)

Consolidated
balance sheet Market value (*] Difference
amoun (*)

(1) Cash and depos 12,047,66 12,047,66- —
(2) Notes and accounts receive-trade 21,057,98 21,057,98 —
(3) Investment securiti 2,164,61 2,164,61! —
(4) Notes and accounts paye-trade (5,938,944 (5,938,944 —
(5) Electronically recorded obligations (7,283,574) (7,283,574) —
- operating
(6) Shor-term borrowing (6,687,37¢ (6,687,379 —
(7) Current portion of bont (75,000 (74,381 61¢
(8) Long-term borrowings
(including amounts scheduled to pe (20,055,231) (19,944,369) 110,861
repaid within one yes
9) Electro_nically recorded obligations (883,289) (883,289) -
- nor-operatiny
(10) Lease liabilitie (1,074,40€ (1,097,399 (22,992

(*) Items recorded in liabilities are shown by ().

(Note 1) Matters relating to the method of caldotabf market values of financial instruments, aedurities and derivative transactions

(1) Cash and deposits and (2) Notes and accowewable-trade
These are stated at their carrying values becheyeate settled in a short period and their maréktes are almost equal to their carrying values.

(3) Investment securities
Market values of investment securities are basequartations in the stock exchange, and the madets of debentures are calculated based on teerrealues
obtained by discounting the total amount of priatipy a rate determined in consideration of theaieing period of such debentures.

(4) Notes and accounts payable-trade, (5) Eleaatlyirecorded obligations — operating, (6) Shert¥t borrowings and (9) Electronically recorded gdgions - non-
operating
These are stated at their carrying values becheyeate settled in a short period and their maréktes are almost equal to their carrying values.

(7) Current portion of bonds, (8) Long-term borrogs (including amounts scheduled to be repaid wibhie year) and (10) Lease liabilities
Market values of these items are calculated byodisting the total amount of principal and inteteg rate that is assumed if the same transactiwa newly made.
Long-term borrowing at variable interest rate sabfe the special treatment of interest rate swapd,their market values are calculated by diséogrihe amount
of principal and interest treated as a unit witbhsinterest rate swaps, by a rate reasonably dstihaad applicable if the same borrowings were ynewdde.

(Note 2) Since it is considered extremely difficidtobtain the market values of unlisted stocksig¢otidated balance sheet amount of 622,568 thougamdbecause their
market quotations are not available and their &utash flows cannot be estimated, they are natded in “(3) Investment securities.”

VI. Notes to Rental Properties
1. Matters relating to the status of rental prdpert
The Group owns rental properties in Nagoya city ater districts.
2. Matters relating to market values of rental jertips

(Unit: 1,000 yen)

Consolidated balance sheet amount Market value
785,935 4,852,378

(Notes) 1. The amount recorded in the consolilaance sheet represents the acquisition costctisti by accumulated amount of depreciation andrackated
impairment loss.
2. The market value at the balance sheet dateseqts an amount principally based on the “reatesppraisal standards.”

VII. Notes to Per Share Information
1. Amount of net assets per share 975.32 yen
2. Net income per shs 118.89 yen

* As described in “Change in accounting policy,” thempany applied the Retirement Benefits Accountisg&ird and related Guidance,
and followed the transitional treatment as stimdah Paragraph 37 of the Retirement Benefits Acéogr8tandard.
As a result, net assets per share of the currersiotidated fiscal year decreased by 32.30 yen.



Non-Consolidated Balance Sheet
(As of March 31, 2014)

(Unit: 1,000 Yen

Asset: Liabilities
Accoun Amount Accoun Amount
Current asset: 33,664,40 | Current liabilities 20,896,63
Cash and depos 4,547,15: Accounts payab-trade 4,937,31
Notes receivab-trade 1,341,76. Electronically recorded obligations - operating ~ 8,705,48:
Accounts receivab-trade 17,620,72 Current portion of long-term borrowings 1,059,601
Merchandise and finished got 1,80923¢ Lease liabilitie 248,10(
Work in proces 3,002,46 Other accounts payal 1,746,72
Raw materials and suppl 1,531,61. Accrued expens 851,57¢
Prepaid expens 142,43: Accrued income tax 1,080,00:
Deferred tax asse 878,31 Accrued consumptic taxe: 73,23¢
Short-term loans to affiliated companies|  1,159,45 Advances receive 6,107
Accounts receivab-othel 1,560,62. Deposits receive 57,53¢
Other: 71,01¢ Unearned reveni 21,17¢
Allowance for doubtful accunts (400) Reserve for bonus 1,104,68:
Reserve for Directors’ bonu 147,70(
Fixed asset 35,581,27 Electronically recorded obligatio- 856 589
Tangible fixed asset 14,192,66 nor-operatin !
Buildings 3,595,75'| Other: 791
Structure 564,74(
Machinery and equipme 5,739,47'| Non-current liabilities 12,309,25
Cars and carrie 13,27( Long-term borrowing 9,110,00!
Tools, furniture and fixture 271,37. Lease liabilitie 392,33!
Lanc 1,957,371 Long-term accounts payat 557,52¢
Lease asse 622,09 Reserve for retiremelbenefit: 2,197,34.
Corstruction in progre: 1,428,57. Provision for environmental meast 9,28(
Asset retirement obligatio 1,80(
Intangible fixed asset 796,39 | Other: 40,97:
Software 367,22: Total Liabilities 33,205,89
Lease asse . 68,28( Net Asset
Right for using facilitie 17,12¢[Stockholders™ equity 35,184,51
Other: 343,76"| Capital stock 7,273,17:
Capital surplus 7,946,24.
Investments and other asse 20,592,21 Legal capital surplt 7,649,009
Investment securitit 1,730,61 Other capital surplt 297,15
Stocks of affiliate companie 9,407,85/| Retained earning: 21,376,98
Investmgnts of capital in affiliated 7 526 346 Legal retained earnin 743,44
companie T Other retained earnin 20,633,54
Long-term loans to emp|0ye 30,45( Reserve for compressed entry of fixed assgts  1,210,95.
Long-term loans receivable fro 151.947 General resen 15,000,00
subsidiaries and associt ' Retained earnings brought forward 4,422,58'
Bankruptcy and reorganization claims, etq. 2,08: Treasury stocks (1,411,900
Long-term prepaid epense 11,76: | valuation, translation adjustments and other 855,271
Deferred tax ass¢ 87,86: Net unrealized gain (loss) on securities 855,27t
Prepaid pension expenses 793,944
Others 862,575
Allowance for doubtful accour (13,223
Total Net Assets 36,039,78
Total Asset: 69,245,67 Total Liabilities and Net Asset: 69,245,67

(Note) Amounts are presented by rounding downifsastunder 1,000 yen.



Non-Consolidated Statement of Income

From: April 1, 2013
( To: March 31, 2014

(Unit; 1,000 Yen

Account Amount
Net sales 58,978,199
Cost of sales 46,298,171
Gross profit on sales 12,680,027
Selling, general and administrative expenses 8,685,538
Operating income 3,994,488
Non-operating income
Interest and dividend income 631,200
Foreign exchange gains 25,118
Proceeds on sale of scraps 270,864
Others 169,837 1,097,020
Non-operating expenses
Interest expense 210,323
Retirement benefit expenses 199,283
Others 70,683 480,291
Ordinary income 4,611,217
Extraordinary gains
Gain on sales of non-current assets 670,669
Gain on sales of investment securities 638 671,307
Extraordinary losses
Impairment loss 17,430 17,430
Income before income taxes 5,265,094
Corporation tax, inhabitant tax and business tax 35,863
Income taxes-deferred 341,911 1,877,774
Net income 3,387,320

(Note) Amounts are presented by rounding downifsastunder 1,000 yen.



Non-Consolidated Statements of
Changes in Shareholders’ Equity

From: April 1, 2013
( To: March 31, 2014

(Unit: 1,000 Yen)

Shareholders’ equity
Capital surplus Retained earnifngs

Capital stock| Legal capital | Other capital| Legal retained

surplus surplus earnings

Balance at the beginning of the

current year 7,273,178 7,649,095 297,150 743,443

Changes during the current year

Provision of reserve for advanced
depreciation of non-current assets

Reversal of reserve for compressed
entry of fixed assets

Reversal of general reserve

Dividend of surplus

Net income

Acquisition of treasury stocks

Changes (net) in items other than
shareholders’ equity during the current year

Total changes during the current yeal — — — —

Balance at the end of the current yea| 7,273,178 7,649,095 297,150 743,443

(Unit: 1,000 Yen

Shareholders’ equity
Retained earnings

Other retained earnings Total
Reserve for Retained Treasury shareholders’
compressed General earnings stocks equit

entry of fixed reserve brought quity
assets forward

Balance at the beginning of the

947,865/13,000,000 3,855,980|(1,404,836) 32,361,876
current year

Changes during the current year

Provision of reserve for advanced

d o 276,920 (276,920) —
epreciation of non-current assets

Reversal_ of reserve for compressed (13,831) 13,831 _
entry of fixed assets

Reversal of general reserve 2,000,000/(2,000,000) —
Dividend of surplus (557,621) (557,621)
Net income 3,387,320 3,387,320
Acquisition of treasury stocks (7,063) (7,063)

Changes (net) in items other than
shareholders’ equity during the current year

Total changes during the current yea 263,089| 2,000,000 566,609 (7,063) 2,822,634

Balance at the end of the current yea| 1,210,954{ 15,000,000 4,422,589((1,411,900) 35,184,511




(Unit: 1,000 Yen)

Valuation, translation adjustments and
other
. , Total valuation, Total net assets
Net unrealized gain ) .
.| translation adjustments
(loss) on securities|
and other

Balance at the beginning of the current
year 633,510 633,510 32,995,386
Changes during the current year

Provision of reserve for advanced _

depreciation of non-current assets

Reversal of reserve for compressed _

entry of fixed assets

Reversal of general reserve —

Dividend of surplus (557,621

Net income 3,387,32

Acquisition of treasury stocks (7,063)

Changes (net) in items other than

share%old(ers’)equity during the current yea| 221,766 221,766 221,766
Total changes during the current year 221,766 221,766 3,044,401
}I?sziermce at the end of the current 855.276 855.276 36,039,787

(Note) Amounts are presented by rounding downifsastunder 1,000 yen.



|. Matters Relating to Significant Accounting Polidges

1. Basis and method of valuation of assets
(1) Basis and method of valuation of securities
1) Stocks of subsidiaries and
stocks of affiliated companies...... Stated at cost by the moving average method
2) Other securities
Securities with market value - ----- Stated at market value based on the market
etc. at balance sheet date (Valuation differences
are included directly in net assets, and the net
sales value is calculated by the moving average
method.
Securities without market value- - - - Stated at cost determined by the moving average

method
(2) Basis and method of valuation of inventories
Basis of valuation is in accordance with the cosidémethod of writing down the carrying value ¢fiect any decreased profitability).
1) Merchandise and finished goods- -Gross average method

2) WOrk in process -« -« «-«-xxveeee Gross average method

3) Raw materials -« -« -vvvveieeiennn Gross average method (Moving average method
for a part of raw materials)

4) SUPPHiES -+ vveeeeee Moving average method

2. Method of depreciation of fixed assets

(1) Tangible fixed assets (excluding lease assets)
Straight-line method is used for buildings (exchgifacilities annexed to buildings) acquired orafber April 1, 1998, and declining
balance method is used for other tangible fixegtas&Jseful lives for major assets are as follows:

Buildings 3-50 year
Structures 7-60 years
Machirery and equipme 5-9 year:
Cars and carriers 4-10 years

Tools, furniture and fixtures  2-20 years

(2) Intangible fixed assets (excluding lease apsets
Straight-line method is used. Useful life for scdte for in-house use is 5 years, and useful liwesight of using facilities are 15-20
years.
(3) Lease assets
« Lease assets relating to finance lease transactibich transfer the ownership of lease assets
The same depreciation method as applied to seledvirned assets is used.
» Lease assets relating to finance lease transadtibich do not transfer the ownership of lease asset
Straight-line method based on the useful life etqmithe lease period and residual value of zeusésl.
For finance lease transactions, which do not teartee ownership of lease assets whose lease ioegftre on or before the 1st year
of adoption of the revised Accounting StandardLfease Transactions, are continuously accounteblyfarmethod similar to the
method applicable to ordinary lease transactions.

3. Basis of recording reserves

(1) Allowance for doubtful accounts
In order to prepare for any losses by bad debivabkes, an amount estimated to be unrecoveralpimigded based on the calculation
of past actual bad debt ratio for general reseanelsfrom reviewing the probability of recovery mdividual cases for specific
receivable where there is concern over claims.

(2) Reserve for bonuses
An amount corresponding to the period out of thareged amount of bonuses payable to employea®isded.

(3) Reserve for Directors’ bonuses
In order to prepare for future payment of Directtianuses, an estimated amount of bonuses payaplevided.

(4) Reserve for retirement benefits
When calculating retirement benefit obligation, sight-line basis is used to allocate estimagticement benefits in the period up
to the end of the current consolidated fiscal year.
A pro-rated amount of differences arising from agt@ing changes is expensed in 15 years.

Past service cost is recorded as an expense loyrated amount by the straight-line method overaherage remaining service years
of employees at time of occurrence thereof.

For actuarial differences, an amount prorated bysthaight-line method over the average remainéngice years of employees at time
of occurrence thereof in each fiscal year is expérstarting from the fiscal year that follows tieeél year of occurrence.

In order to prepare for the payment of retirememntdiits to operating officers, etc., an amount thatlld be required to be paid if all
eligible officers retired at the balance sheet daf@ovided.



(5) Provision for environmental measures
In order to prepare for payment of disposal cosPGB wastes required to be treated as stipulatethdyAct on Special Measures
concerning Promotion of Proper Treatment of PCB Védstan estimated amount of disposal cost to be iggidovided.

4. Other significant matters which are the basigHe presentation of financial statements
(1) Standard for conversion of foreign currencyatamated assets and liabilities into Japanese Yen
Foreign currency denominated receivables and pagak translated into Japanese Yen at the spudmgye rates prevailing at the
balance sheet date, and the resulting exchangealiffes are recorded in gains or losses.

(2) Accounting method for hedges

(a) Hedge accounting
Special treatment is applied to interest rate swapn the conditions of special treatment are met.

(b) Hedging instruments
Derivative transactions (interest rate swaps)

(c) Hedged items
Items with possibility of losses due to market fuations, etc. and for which such market fluctuadicetc. are not reflected in their
evaluation and items with fixed cash flow and fdreh such fluctuations are avoided.

(d) Hedge policies
The Company adopts a policy of utilizing derivatix@nsactions as hedging instruments only for thegae of avoiding the risks to
assets and liabilities exposed to risks of marketdations.

(e) Evaluation of effectiveness of hedges
The judgment on the evaluation of the effectiversgghe balance sheet date is omitted becausetititions of special treatment of
interest swaps are met.

(3) Accounting method for retirement benefits
The accounting method for unrecognized actuarfééréinces, unrecognized past service costs anerelif€es arising from accounting
changes that are yet to be recognized differs ff@mraccounting method for the above items usedriisaidated financial statements.

(4) Accounting treatment of consumption taxes
Consumption taxes are accounted for by the tax-dedumethod.



Il. Notes to Balance Sheet
1. Accumulated amount of depreciation of tangibted assets 39,424,780 thousand yen

2. Monetary claims and monetary debts to/fromiaffid companies

Short-term monetary claims 8,099,194 thousand yen
Long-term monetary claims 238,754 thousand yen
Short-term monetary debts 4,626,931 thousand yen

3. Liabilities for guarantee

(1) For employee housing loans, etc. 227,297 thaliyan
(2) For bank borrowings
Daido Metal Czech s.r.o. 2,016,730
Daido Metal Kotor AD 283,300
Daido Industrial Bearings Europe Ltd. 1,027,860
Daido Metal Europe Ltd. 1,011,491
Daido Metal U.S.A. Inc. 1,543,800
Daido Metal Mexico S.A. de C.V. 2,058,400
Daido Precision Metal (Suzhou) Co., Ltd. 1,265,916
Daido Plain Bearings Co., Ltd. 630,500
(3) For liabilities on purchases
Daido Metal Kotor AD 93,344
(4) For lease liabilities
Daido Plain Bearings Co., Ltd. 595,670

(5) Relating to letter of awareness on managemedagae, etc.
submitted relating to bank borrowings
Daido Industrial Bearings Europe Ltd. 108,927
Total 10,863,239



Ill. Notes to Statement of Income

Amount of transactions with affiliated companies
Operating transactions

Amount of sales 17,609,074 thousand yen
Amount of purchases 14,504,803 thousand yen
Transactions other than operating transactions 686,324 thousand yen

IV. Notes to Statements of Changes in ShareholderEquity

Kinds and number of treasury stocks at the balaheet date
Ordinary shares 5,133 thousand shares

V. Notes to Fixed Assets Used for Leases
Other than fixed assets recorded in the BalancetStffiee equipment, manufacturing facilities, edce being used under finance lease

contracts, which do not transfer the ownershigaté assets.




VI. Notes to Tax Effect Accounting
1. Breakdown of deferred tax assets and liabilltiiesajor causes for occurrence
Deferred tax assets
Devaluation of finished goods and work in process 360,527thousand yen

Depreciation in excess of tax limit 75,120
Impairment losses 197,496
Accrued business tax 84,670
Loss on valuation of stocks of affiliated companied,367,497
Loss on valuation of golf club memberships 19,595
Reserve for bonuses 389,953
Reserve for retirement benefits 1,084,716
Long-term accounts payable 67,134
Others 154,714
Sub-total of deferred tax assets 3,801,425
Valuation reserves (1,722,808)
Total deferred tax assets 2,078,616
Deferred tax liabilities
Reserve for compressed entry of fixed assets (66,69
Unrealized gain (loss) on securities (450,476)
Others (1,267)
Total deferred tax liabilities (1,112,434)

Net deferred tax asse 966,182

2. Revision to the amount of deferred tax assetsdafetred tax liabilities due to changes in the @itincome taxes
With the promulgation on March 31, 2014 of the “Aat Partial Amendment of the Income Tax Act, e{@¢t No. 10, 2014), the Special
Reconstruction Corporation Tax will no longer be ased from the fiscal year beginning on and afterilAp 2014. In accordance with
this Act, the statutory tax rate used for the dalibon of deferred tax assets and deferred taxilias has been changed from 37.7% to
35.3%, for the temporary differences expected telimeinated in the fiscal year beginning on April2D14.
This change in the tax rate has a minor impactetramount of deferred tax assets (after deducfioleferred tax liabilities).



VII. Notes to Transactions with Related Parties

Subsidiaries and affiliated companies, etc.

Balance
Name of Ratio (%) of] Amount of at fiscal
holding (held . . Content of | transaction year end
Type con;t[lany, of voting Relation with related party transaction | (1,000 yen) Account (1,000
. rights, etc. Note 13 yen)
Note 13
Subsidiaries mi? (Holding) | Sale of Company’s products, Sale of bearing Account
Sales Co Direct lease of facilities and products, etc. 3,497,084 receivable-| 1,552,110
Ltd | 100.0 interlocking of officers Note 1 trade
Purchase of Company’s
products, etc., consignment Purchase of
(Holding) | of manufacture of X
NDC Co., Direct Company'’s products, sale o bearing 5,822,730 Account 1,766,710
Ltd. p y’ p ! products, etc. T payable-trade ™ T
39.8 Company'’s products, etc.,
- y Note 2
licensing of technology and
lease of facilities
Purchase of
bearing 5,633,457 ACCOUNt | gaq 53y
products, etc. payable-trade
Note 2
Electronical
: Consignment of manufacture y recorded
gz\'g}o (Holding) | of Company’s products, obligations 1,831,849
Bearings Direct lease of facilities, guarantee| operating
Co Lt% 100.0 of liabilities, etc. and Accounts
v interlocking of officers - - | receivable-| 1,217,251
other
Dividend 300,000 - -
income
Debt guarantee] B B
Note 3 1,226,170
Sale of bearing Account
products, etc. 4,460,843 receivable-| 1,509,844
Daid Note 1 trade
Maeltacl) (Holding) | Sale of Company’s products, Underwriting
Direct etc., guarantee of liabilities | of capital
U.S.A. . . n h 978,000 - -
Inc 100.0 and interlocking of officers | increase
: Note 11
Debt guarantee| - -
Note 4 1,543,800
Short-term
Loans loans to
. (Holding) Note 10 891,700 aftiiated 720,440
Daido Direct i companies
Metal 99.9 Sale of Company'’s products, Und i
Mexico (Hbldin ) loans, guarantee of liabilities fn er\_Nr: ing
S.A. de laing and interlocking of officers of capital 1,376,760 - -
cv Indirect increase
o 0.0 Note 12
Debt guarantee] B B
Note 5 2,058,400
Sale of Company'’s products,
Daido (Holding) etc., purchase of Company”
Metal h 9 products, licensing of Debt guarantee|
Direct 2,016,730 - -
Czech technology, loans, guaranteg Note 6
100.0 L ) ;
S.r.o. of liabilities and interlocking
of officers
Subsidiaries . Sale of Company'’s products,
Pz‘dot al | (Holding) purchase of Company’s
ndustria 1010IN9) | products, licensing of Debt guarantee
Bearings Direct 1,136,787 - -
Euro technology, guarantee of Note 7
pe 100.0 A
Ltd. liabilities, etc. and
interlocking of officers
Daid Sale of bearing Account
Maeltacl) (Holding) | Sale of Company’s products, products, etc. 4,174,120 receivable-| 1,553,897
Europe Direct guarantee of liabilities and | Note 1 trade
Ltd. 100.0 interlocking of officers Debt guarantee| 1,011,491 R R
Note 8
Sale of Company’s productd,
Dyna ) etc., purchase of Company’s . . Accounts
Metal Co., g—:gg&gg 0 products, licensing of :?]'(\:/g:ﬁgd 162,300| receivable- 95,100
Ltd. 7 | technology and interlocking other
of officers
Daido (Holding) Sale of Company’s productd,
Precision Direct etc., purchase of Company’
74.0 products, licensing of Debt guarantee| - -
Metal . 1,265,914
(Suzhou) (Holding) | technology, loans, guarantee Note 9
Co.. Ltd Indirect of liabilities and interlocking
R of officers

Transaction terms, policies for determination ahgaction terms, etc.

(Note 1) Transaction prices are amounts equalles gaices to customers of each related party pligtl by fixed rates.
(Note 2)  Transaction prices are principally amswequal to sales prices to Company’s customersptiett by fixed rates.
(Note 3) Debt guarantees are provided for bankdwangs (630,50@housand yen) and lease liabilities (595,670 thodsaen) of Daido Plain Bearings Co, Ltd., and gotee fees of

0.2% per annum are received.

(Note 4) Debt guarantees are provided for bankowangs (1,543,800 thousand yen) of Daido Metal. . $nc. and guarantee fees of 0.2% per annumeseived.

(Note 5)  Debt guarantees are provided for bamkolongs (2,058,400 thousand yen) of Daido MetakMe S.A. de C.Vand guarantee fees of 0.2% per annum are received.
(Note 6) Debt guarantees are provided for bankdwgngs (2,016,730 thousand yen) of Daido Metaldbzer.o. and guarantee fees of 0.2% per annumeegegved.

(Note 7) Debt guarantees are provided for bankdwings (1,027,860 thousand yen) and managemenageidpromise notes (108,927 thousand yen) of Diaidiastrial Bearings

Europe Ltd. and guarantee fees of 0.2% per annarreaeived.
Debt guarantees are provided for bankowangs (1,011,491 thousand yen) of Daido MetaldperLtd. and guarantee fees of 0.2% per annuneaesved.
Debt guarantees are provided for bankovangs (1,265,916 thousand yen) of Daido Precisdetal (Suzhou) Co., Ltd. and guarantee fees dfoQp2r annum are received.

(Note 8)
(Note 9)



(Note 10) Loan interest rates are reasonably uhéted in consideration of market interest rates.

(Note 11) Underwriting of capital increase is timecaint underwritten by the Company to strengthercéstal of Daido Metal U.S.A. Inc.

(Note 12) Underwriting of capital increase is timoaint underwritten by the Company to strengtherctttal of Daido Metal Mexico S.A. de C.V.
(Note 13) Consumption taxes are not included irtiifiesaction amounts. Consumption taxes are indlidéiscal year end balances.

VIII. Notes to Per Share Information
1. Net assets per share 904.98 yen
2. Netincome per she 85.04 yen




Independent Auditor's Report on Audit of Consolidated Financial Statements

Independent Auditor's Report on
Consolidated Financial Statement Audit

May 16, 2014
To the Board of Directors of

Daido Metal Co., Ltd.

Deloitte Touche Tohmatsu LLC

Designated Partner Certified Public

Engagement Partner Accountant Norio Hattor ~ Seal

Designated Partner Certified Public Yasutert

Engagement Partner Accountant Miura Seal

We have audited the accompanying consolidated dinhistatements, i.e. consolidate)

balance sheet, consolidated statement of incomesotidated statement of changes

shareholders’ equity and significant matters toamfthe basis of presenting consolidated
financial statements and other notes, of Daido MEéta, Ltd. for the 106th fiscal year
from April 1, 2013 to March 31, 2014, in accordamdgth Article 444, paragraph 4 of the

Companies Act.

Management's responsibility for the consolidateficial statements

d
n

Management is responsible for the preparation aad presentation of these
consolidated financial statements in accordancén \gietnerally accepted accountin
principles in Japan. This includes the developmiemplementation, and maintenance (¢
internal control deemed necessary by managementther preparation and fair
presentation of consolidated financial statemertat tare free from material
misstatement, whether due to fraud or error.

ST

Independent auditors’ responsibility
Our responsibility is to express an opinion ondbesolidated financial statements based
on our audits as independent auditors. We conduatedaudits in accordance with
auditing standards generally accepted in Japarselhaditing standards require that we
plan and perform the audit to obtain reasonableurasse about whether the
consolidated financial statements are free fromenetmisstatement.
An audit involves performing procedures to obtaidifevidence about the amounts and
disclosures in the consolidated financial statemeftie procedures selected and applied
depend on our judgment, including the assessmethteafisks of material misstatemer
of the consolidated financial statements, whetlertd fraud or error. The purpose of g
audit is not to express an opinion on the effeatss of the Company’s internal contra|.
However, in making those risk assessment, we cengidernal control relevant to the
Company’s preparation and fair presentation of thesolidated financial statements i
order to design audit procedures that are apptepiriathe circumstances. An audit als
includes evaluating the appropriateness of accogmgolicies used, the method of the,
application, and the reasonableness of accounstima&es made by management, as
well as evaluating the overall presentation ofdbesolidated financial statements.

We believe that the audit evidence we have obtaigeslifficient and appropriate tg
provide a basis for our opinion.

~ (D

>
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Audit opinion
In our opinion, the consolidated financial statetearferred to above, present fairly, i
all material respects, the financial position ane tesults of operations of Daido Met3
Co., Ltd. and its consolidated subsidiaries as efdite and for the period for which th

consolidated financial statements were prepareacaordance with generally accepte
accounting principles in Japan.

=

il

o

Interests in the Company

Neither our firm nor any of the engagement partinas any interest in the Company as

required to be disclosed herein under the provisiminthe Certified Public Accountan
Act.

Notes to the Reader of Independent Auditor's Report:

The Independent Auditor's Report herein is the Efgtranslation of the Independen
Auditor’'s Report as required by the Companies Act.

—




Independent Auditor's Report on Audit of Non-consoidated Financial Statements

Independent Auditor's Report on
Non-consolidated Financial Statement Audit

May 16, 2014
To the Board of Directors of

Daido Metal Co., Ltd.

Deloitte Touche Tohmatsu LLC

Designated Partner Certified Public
Engagement PartneAccountant

Designated Partner Certified Public
Engagement Partr Accountant

Norio Hattor Seal

Yasuteru Miura Sea

We have audited the accompanying non-consolidatezhdial statements, i.e. balanc
sheet, statement of income, statement of changslsareholders’ equity, and the matte
relating to significant accounting policies and estmotes as well as the supportin
schedules of Daido Metal Co., Ltd. for the 106tledisyear from April 1, 2013 to March|
31, 2014, in accordance with Article 436, paragrapitem 1 of the Companies Act.

Q p D

Management's responsibility for the non-consoliddteancial statements
Management is responsible for the preparation aid pfresentation of these non
consolidated financial statements and supportihgduales in accordance with general
accepted accounting principles in Japan. This @edithe development, implementation
and maintenance of internal control deemed necesbyr management for the
preparation and fair presentation of non-consadiddinancial statements and supporting
schedules that are free from material misstatermérgther due to fraud or error.

<

Independent auditors’ responsibility
Our responsibility is to express an opinion on lea-consolidated financial statements
and supporting schedules based on our audits apéndent auditors. We conducted o
audits in accordance with auditing standards gégexecepted in Japan. Those auditing
standards require that we plan and perform thetaodobtain reasonable assurange
e
d

=

about whether the non-consolidated financial statémand supporting schedules a
free from material misstatement.
An audit involves performing procedures to obtaidifievidence about the amounts an
disclosures in the non-consolidated financial statets and supporting schedules. The
procedures selected and applied depend on our rlgrimcluding the assessment ¢
the risks of material misstatement of the non-cbdated financial statements an
supporting schedules, whether due to fraud or effioe purpose of an audit is not t
express an opinion on the effectiveness of the Cagipanternal control. However, in
making those risk assessment, we consider inteardrol relevant to the Company’s
preparation and fair presentation of the non-cadatdd financial statements an
supporting schedules in order to design audit mhoees that are appropriate in th
circumstances. An audit also includes evaluating #ppropriateness of accountin
policies used, the method of their application, &nel reasonableness of accountir
estimates made by management, as well as evalugtingverall presentation of the
non-consolidated financial statements and supppstitedules.

We believe that the audit evidence we have obtaigeslifficient and appropriate tg
provide a basis for our opinion.

o=

oo =




Audit opinion
In our opinion, the non-consolidated financial sta¢nts and supporting schedules
referred to above, present fairly, in all materigdpects, the financial position and th
results of operations of the Company as of the alatifor the period for which the non}
consolidated financial statements and supportihgdigles were prepared in accordange

with generally accepted accounting principles ipala

D

Interests in the Company
Neither our firm nor any of the engagement partinas any interest in the Company as

required to be disclosed herein under the provisiminthe Certified Public Accountan
Act.

Notes to the Reader of Independent Auditor's Report:
The Independent Auditor's Report herein is the Emgtranslation of the Independer
Auditor’'s Report as required by the Companies Act.

—




Audit Report by Audit & Supervisory Board

Audit Report

The Audit & Supervisory Board, upon deliberatiorggared this audit report regarding the performanic|
duties of the Directors of Daido Metal Co., Ltdridg the 106th fiscal year from April 1, 2013 to Mh 31,
2014, based on the audit reports prepared by eadit & Supervisory Board Member, and hereby repq
as follows:

1. Auditing Method Employed by Audit & SupervisdBpard Members and the Audit & Supervisory Boa
and Details Thereof

D

rts

rd

The Audit & Supervisory Board established an angitpolicy and auditing plans, including th
assignment of the duties, etc., of each Audit & usory Board Member, received from each Audi

e
&

Supervisory Board Member reports on the executioaudits and the results thereof and, in additipn,
received from the Directors, etc. and the Accountuditors reports on the performance of their eluti

and, when necessary, requested explanations ragasdch reports.

In accordance with the auditing standards for Aé&diSupervisory Board Members established by the
Audit & Supervisory Board, and based on the audifiolicy and the assignment of duties, etc., epch

Audit & Supervisory Board Member has taken stepfaoditate communication with the Directors/Au
Center as well as other employees, and has endshtorgather information and create an impro
environment for auditing. Each Audit & Supervis@®@gard Member also attended meetings of the Bg

it
ed
ard

of Directors and other important meetings, receifredn the Directors, employees and other related

persons reports on the performance of their datiels when necessary, requested explanations raga
such reports. In addition, each Audit & Supervis@gard Member inspected important authoriz

rdi
ed

documents and associated information, and exantireeusiness and financial position of the Company

at the head office and each major department ofCthmpany. Furthermore, in terms of the conten
resolutions made by the Board of Directors concgyrthe establishment of the systems provided

of
in

Article 100, paragraphs 1 and 3 of the Companies Bforcement Regulations to ensure that the

performance of duties by the Directors, which agsadibed in the business report, will be in conmua
with laws and regulations of Japan and with the @amy’s Articles of Incorporation and other systemg
ensure that the Company’s operation will be coreflieippropriately, as well as the status of suctesy:

established by such resolutions (internal contysitesn), eachAudit & Supervisory Board Member

periodically received from Directors and employeggorts on the status of development and operg

ting

situation of such systems and, when necessaryeseefl explanations regarding such reports @nd

expressed the opinion. Regarding the basic polmiescribed in Article 118, item 3, a of the Comipan
Act Enforcement Regulations and each task prestiibéd of the same item, that are described in

business report, we studied the content thereaécbas the deliberation at the board of Directord an

other meetings. With respect to the major subselaof the Company, each Director and Audit
Supervisory Board Member has taken steps to faiglitommunication with the directors and Audit

the

&
&

Supervisory Board Members and other related persbtige subsidiaries and to share information ampng

them and, when necessary, received reports frorauhsidiaries regarding their businesses. Baseteon

foregoing method, we examined the business repdrttee supplementary schedules for this fiscal yeg

r

In addition, the Audit & Supervisory Board Membaiso audited and examined whether the independent

auditors maintain their independence and carry amdits in an appropriate manner. The Audit

&

Supervisory Board Members received from the Acdagnfuditors reports on the performance of their

duties and, when necessary, requested explanatigasling those reports. The Audit & Supervisoraigio
Members also received notification from the AccougptAuditors that they have taken steps to impitbee

“System to Ensure Appropriate Execution of the 8aitif the Accounting Auditors” (as enumerated ithep
item of Article 131 of the Company Calculation Riagions) in compliance with the “Quality Control
Standards Relating to Auditing” (adopted by theiBess Accounting Deliberation Council on Octobey 28

2005), etc. When necessary, the Audit & Superviddoprd Members requested explanations on S
notification. Based on the foregoing method, thelifg Supervisory Board Members reviewed the n
consolidated financial statements for this fiscahry (non-consolidated balance sheet, non-consetiq
statement of income, non-consolidated statementhafges in shareholders’ equity) and supplemern
schedules thereto and the consolidated financggrsents for this fiscal year (consolidated balasiezet,
consolidated statement of income, consolidatedrsetts of cknges in shareholder’s equi

uch
n_
at
tary



2. Results of Audit

(1) Audit Results on the Business Report, etc.

a. In our opinion, the business report and the lsapgntary schedules fairly represent th
Company’s condition in conformity with the applidattaws and regulations of Japan as well g
the Articles of Incorporation of the Company.

b. With respect to the execution of duties by thee@ors, we have found no evidence of
misconduct or material facts in violation of thephgable laws and regulations of Japan or the
Articles of Incorporation of the Company in the csmi of the execution of duties of the
Directors.

c. In our opinion, the content of the resolutionadm by the Board of Directors regarding the
internal control system is appropriate, and furtheme, we have not found anything to be
pointed out on the content described in the businggort and the performance of duties of the
Directors concerning the internal control system.

d. There are no matters to be pointed out regarttiegbasic policies described in the business
report, concerning the way of being of personnet tontrols the Company’s financial ang
business policies. We consider that each task 6€lAr118, item 3, b of the Companies Ac
Enforcement Regulations that is described in th&nass report is in line with the said basi¢
policies, that it does not undermine the commoerests of the Company’s shareholders, and
that it does not aim at maintaining the positiohthe Company’s officers.

(2) Results of Audit of the Non-consolidated Finah&tatements and Supplementary Schedules
In our opinion, the method and results of the aeditployed and rendered by Deloitte Toughe
Tohmatsu LLC and the Accounting Auditors of the @amy are fair and reasonable.

(3) Results of Audit of the Consolidated Finan8tdtements
In our opinion, the method and results of the awditployed and rendered by Deloitte Toughe
Tohmatsu LLC and the Accounting Auditors of the @amy are fair and reasonable.

1)

7]

May 22, 2014
Audit & Supervisory Board
Daido Metal Co., Ltd.
Full-time Audit & Supervisory Board Member Masadkimaya Seal
Outside Audit & Supervisory Board Member Kuniko &he Seal
Outside Audit & Supervisory Board Member Kazuo Mializ Seal




Reference Materials for the Annual Shareholders’ Meting

Agendas and Matters for Reference

Agenda No. 1 Disposition of Surplus
For the current fiscal year, the Company proposesatke the following disposition of surplus:

The Company’s basic policy is to return appropriaiafits to our shareholders in consideration of riégults of operations and payout
ratio, and to maintain a stable and long-lastingllef dividend of surplus in overall consideratiafithe internal reserve funds for future
business development, expansion of research aredogenent, reinforcement of business base and ckamgbusiness environment.

In comprehensive consideration of all the factaduding the consolidated performance for theyehr based on the above basic policy,
the year-end dividend would be 10 yen per shar¢hfrcurrent fiscal year, an increase of 3 yen e with the projected year-end
dividend of 7 yen.

As a result, the annual dividend, including theiim dividend of 7 yen per share (actual), would Beyen per share.

To attain sufficient internal reserves necessarydmforcing the business base to provide forreifousiness development and changes
in business environment, the Company proposes trgevetained earnings carried forward and to asatengeneral reserve as stated
below.

1. ltems regarding the year-end dividend

(1) Type of dividend property
Money

(2) Items related to allocation of dividend progea shareholders and the total amount
10 yen per ordinary share of the Company
Total amount: 398,235,290 yen

(3) Date when dividends from surplus become effecti
June 30, 2014

2. Other items regarding disposition of surplus
(1) Item and amount of surplus that increases

General reserve 2,000,000,000 yen
(2) Item and amount of surplus that decreases
Retained earnings carried forward 2,000,000,000 yen



Agenda No. 2 Election of Five Directors
The terms of office for all five Directors expire the close of this Shareholders’ Meeting. We tfugee propose the election of five
Directors.
The candidates for the position of Director aréodlews:

Personal history, positions at the Number of
Candidate| Name Company. and i% F:)rtant ositions shares of the
No. (Date of birth) pany, P P Company held

at other corporations by the candidate

April, 1965 Joined the Company

April, 1980 General Manger of Tokyo Sales Office, Sales HQ of
the Company

April, 1991 General Manager of Management Planning
Department, Management Planning Office of the
Company

April, 1993 Deputy General Manager of Business Division Nof 3o
the Company

June, 1993 Director and Deputy General Manager of Business
Division No. 3 of the Company

April, 1994 Director and General Manager of Business Division
No. 1 of the Compar

) | June, 1995 President of the Company

@ Seigo Hanji| June, 2005 President & CEO of the Company 137,342 share!

(January 2, 194P)june, 2007 Chairman & CEO of the Company
(to present)

May, 2008 HQ Executive/Vice Chairman of Japan Auto Parts
Industries Association, and Executive/Branch Manage
of Chubu Branch of the same Association
(to present)

June, 2010 Outside Director of Nichirei Co., Ltd. (to present)

(Important positions at other corporations

HQ Executive/Vice Chairman of Japan Auto Parts stides
Association, and Executive/Branch Manager of ChBkanch of
the same Association

Outside Director of Nichirei Co., Ltd.




Candidate|
No.

Name
(Date of birth)

Personal history, positions at the
Company, and important positions
at other corporations

Number of

shares of the
Company held
by the candidat

B

)

Kotaro

Kashiyama
(March 28, 1947

)

April, 1971
April, 199z

April, 1994
April, 199¢
April, 199¢

April, 200C
June, 200

April, 200%
July, 200t

June, 200

July, 2007

June, 200
Jung, 201(

April, 2011

June, 201

April, 2012

Joined the Compal

General Manager of Product Planning Departrr
Production Engineering Laboratory of the Comg
Manager of Maehara Plant of the Comg.

Deputy General Manager of Business Division Nc
and Manager of Maehara Int of the Compar

Head of Heavywall Bearings, RPB, Heavy Indust
Bearings, Fluid Systems & New Products Division
the Compan

Head of Polymer Bearings Division of the Comg

Director and Head of PolymBearings Division o
the Compan

Director and Head of Thinwall Bearings & Tur
Charging Bearings Division of the Compi

Director and Executive Officer, and Head of Think
Bearings & Turbo Charging Bearings Division of th
Compan'

Managing Director and Executive Officer, and H
of Thinwall Bearings & Turbo Charging Bearings
Division of the Compar

Managing Director and Senior Executive Officer, :
Head of Thinwall Bearings & Turbo Charging
Bearings Division of the Compa

Managing Director and General Manager of Stra’
Development Division of the Compa

Senior Managing Director and Senior Execu
Officer, and General Manager of Strategy
Development Division of the Company

Chairman & COO of Daido Plain Bearings Co.,
Senior Managing Director and Senior Execu
Officer, and General Manager of Global Strategy
Division and Head of Technology Unit of the
Company

Chairman & COO of Daido PlaiBearings Co., Ltd.
President & Chief Operating Offic (COO) of the
Company

Head of Global Strategy Division and Technology
Division

President & Chief Operating Officer (COO) of 1
Company (to preset

of

65,516 shareg




Personal history, positions at the

Number of

B

Candidate Name Company. and important positions shares of the
No. (Date of birth) pany, portant p Company held
at other corporations .
by the candidat
April, 1974 Joined Tokai Bank Ltd.
April, 1997 Manager of Taipei Branch of the same bank
March, 200. Manager of Americas, Manager of New York Branch,
Manager of Cayman Branch and Manager of ChicagoeOff
of the same bai
June, 200 General Manager of Toyota Corporate Sales Division gnd
Manager of Toyota Branch of UFJ Bank Co., Ltd.
October, 200 Seconded to the Compe
April, 2004  Joined the Company
April, 2004  General Manager of Overseas Planning Department,
Corporate Planning Division of the Comp.
April, 200E General Manager of Corporate Planning Department,
Corporate Planning Division of the Comp.
June, 200 Director and General Manager of Corporate Planning
Department, Corporate Planning Division of the Camny
July, 200! Director and Executive Officer, and General Manafer
. . Corporate Planning Department, Corporate Plannivigién
TOSh'VUkl of th% Company 9oep P y
@3) Sasaki June, 200 Director and Executive Officer, and General Manafer 54 098 share
(December 7, ) Corporate Planning Division of the Comp ! T
1950) April, 200€ Director and Executive Officer, and Head of Corfmra
Plannin¢ Division of the Compar
July, 200t Director and Senior Executive Officer, and HeaGofporate
Planning Division of the Company
July, 200¢ Director and Senior Executive Officer, and Head@ederal
Manager of Corporate Planning Department of Cotpora
Planning Division of the Compa
October, 200 Director and Senior Executive Officer, and HeaGofporate
Plannin Division of the Compar
April, 201C Director and Senior Executive Officer, and Head of
Corporate/Financial Planning Division of the Compan
June, 201 Managing Director and Senior Executive Officer
Head of Corporate/Financial Planning Division & th
Compan
June, 201 Head of Corporate/Financial Planning Division arecétof
HumanResources Planning Divisiof the Compar
April, 2012 Head of Corpora/Financia Planning Divisiol (to presen
April, 197%  Joined the Company
April, 199¢  GeneraManager of Tokyo Brechof the Compar
July, 200! Executive Officer and General Manager of Tokyo Breof
the Compan
April, 200€  Vice-Head of Thinwall Bearings & Turbo Charging Begs
Division of the Compar
Yasuo July, 200¢ Senior Executive Officer of the Company
(4) Kawamura Director-President of Dyna Metal Co., Ltd. (Thailand) | 20,836 shares
(December 13 April, 201C  Head of Sales Division of the Company
1949) April, 2011 Head of Polymer Bearings Division of the Company
June, 201 Director and Senior Executive Officer of the Compény

present)
Head of Polymer Bearings Division of the Company (to
present)




Candidate|

No.

Name
(Date of birth)

Personal history, positions at the
Company, and important positions
at other corporations

Number of

shares of the
Company held
by the candidat

B

®)

Masaki Ikawa3
(December 12
1950)

April, 1973
April, 2001

September,
2005
July, 2008

October, 2009 Executive Officer and General Manager of Corpora

April, 2010

April, 2011

July, 2011

March, 2012

April, 2012

June, 2012

April, 2014

Joined the Company

General Manager of Overseas Sales and Concerngd

Office of Company No. 1 of the Company
President of Daido Metal U.S.A. Inc. Bellefontaine
H.Q.

Executive Officer of the Company

President of Daido Metal U.S.A. Inc. Bellefontaine
H.Q

Planning Department, Corporate Planning Unit of t
Company

Executive Officer and General Manager of Bimetal
Division of the Company

Executive Officer and General Manager of Quality

o

e

Management & Planning Department of the Company

Senior Executive Officer of the Company (to preye
General Manager of Quality Management & Planni
Department and General Manager of Inuyama Site|
the Company

Senior Executive Officer,

General Manager of Quality Management & Planni
Department, President of Daido Metal College and
General Manager of Inuyama Site of the Company
Senior Executive Officer,

General Manager of Human Resources Planning
Department, President of Daido Metal College and
General Manager of Inuyama Site of the Company
Director and Senior Executive Officer of the
Company

Head of Human Resources Planning Division, Heal
of Daido Metal College and Head of Inuyama Site
the Company

Head of Human Resources Planning Division and
Head of Daido Metal College of the Company (to
present)

t
hg
051,046 shares

ng

=

(Notes) 1. There are no special conflicts of irdeletween each candidate and the Company.
2. As for each candidate’s position in chargeapderefer to “4. Matters Relating to Company Offic€lg Directors and Audit &

Supervisory Board Members” on page 16-17.



Agenda No. 3 Election of One Substitute Audit & Suervisory Board Member
We propose to elect one substitute Audit & SuperyisBoard Member in advance, just in case we laekibmber of Audit &
Supervisory Board Members stipulated in laws andlegipns. The effect of this resolution shall lastil the commencement of the
next Annual Shareholders’ Meeting.
We already received the approval of this agenda fiee Audit & Supervisory Board.
The candidate for the positions of substitute A&d8upervisory Board Member is as follows:

Name Personal history, positions at the Number of shares gf
D f birth Company, and important positions the Company held
(Date of birth) at other corporations by the candidate

April, 1971  Joined Tohmatsu Aoki Audit Corporation (nDeloitte
Touche Tohmatsu LL)

April, 1975 Registered as a certified public accour

January, 197 Registered as a licensed tax euntan

March, 197! Left Tohmatsu Aoki Audit Corporation (noDeloitte
Touche Tohmatsu LL)

April, 197¢  Opened CPA Nobuyuki Ishiwata accounting 1

Nobuyuki April, 198¢  Established Seishin & Co. Audit Corporation ¢

Ishiwata assumed the post of Representativener (to presen

August, 199 Outside auditor of Adecco Ltd. (to prese¢
(July 12, 1945) | July, 200: Established Seishin & Co. Tax Corporation and agsl
the post of Representative Partner (to pre

0 share

[Important positions at other corporatio

Represelative Partner of Seishin & Co. Audit Corporai
Representative Partner of Seishin & Co. Tax Corn
Outside auditor of Adecco & C

(Notes) 1. There are no special conflicts of irkeletween the candidate and the Company.
2. Mr. Nobuyuki Ishiwata, candidate for a subs$éitAudit & Supervisory Board Member, is a candidatean outside Audit & Supervisory Board Member.
3. Reason for appointment as candidate for substAudit & Supervisory Board Member, and reasanjddging that the candidate is able to adequaietjorm the duties
as outside Audit & Supervisory Board Member
(1) Reason for appointment as candidate for suibstiutside Audit & Supervisory Board Member
Mr. Nobuyuki Ishiwata has rich accounting/taxatikmowledge gained from his experience as a certjfieblic accountant and a licensed tax accountaet.eWpect that he will reflect such
knowledge in the audit of the Company if appoirgsdan outside Audit & Supervisory Board Member.
(2) Reason for judging that the candidate is abledequately perform the duties as outside Audiiufervisory Board Member
Although Mr. Nobuyuki Ishiwata has no experienceenfiaging in the management of a company, he hesdmgaging in the practical business of entitiea aertified public accountant and a
licensed tax accountant, and we judge that heléstatappropriately perform the duties as outsideliA& Supervisory Board Member.
4. Liability limitation agreement with the outsideidit & Supervisory Board Member
(1) In order to secure capable persons as outsitit & Supervisory Board Members, the Company pibss in Article 40 of the Company’s Articles ofclrporation that it may conclude an
agreement with the outside Audit & Supervisory Bbdtember to limit the liability of the outside Aud& Supervisory Board Member for damages against@ompany to a fixed scope of
liability. Based on this provision, the Companynsldo conclude a liability limitation agreementiwitir. Nobuyuki Ishiwata if he is appointed as odésAudit & Supervisory Board Member.
(2) The content of liability limitation agreemestas follows:
* When an outside Audit & Supervisory Board Memiselidble for compensating the Company for damagestd his/her negligence of duties, he/she asssowsliability up to the amount of
limit prescribed in laws and regulations (minimuabllity stipulated in Article 425, paragraph 1tbé Companies Act).
* The above liability limitation is allowed only whehe relevant outside Audit & Supervisory BoardrMer is in good faith and free of gross negligemgmrding the liability in Article 423
paragraph 1 of the Companies Act.

Agenda No. 4 Payment of Bonuses to Directors
The Company requests approval for the payment afiges) amounting to 147.7 million yen to the fiveddiors at the end of this fiscal
year based on the specified standard of the Comjmadyly consideration of business performance, dticing the fiscal year. (Please

refer to page 18 in this Notice.)
It is also proposed that the decisions as to theuats of the bonus paid to each Director are dédeigm the Board of Directors.

End of document



Information Map of Venue of Shareholders’ Meeting

Venue 4-2, Marunouchi 2-chome, Naka-ku, Nagoya
5" Floor Grand Hall of Nagoya Bankers Association

Transportation
e Subway  6-minute walk from Nos® and® exits of “Marunouchi
Station” on Sakuradori Line/Tsurumai Line
e City bus Just a second by getting off at “Sotoboridori” cogifrom the
Nagoya Bus Termin
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® The reception is scheduled to open at 9 a.m. e@wldly.

@ Since parking spaces are not made available,@tedsin from coming by car.
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