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THE COMPANY
Daido Steel Co., Ltd. ranks among the world’s largest manufacturers of specialty steel. With a history
dating back to 1916, the company has accumulated extensive skills in combining steel scrap with
other materials to achieve the strength, workability and other characteristics to match exacting
requirements. Along with the manufacture of value-added steel, the company offers many services
that leverage its technological resources. Most services target high-end market sectors that demand
the highest levels of quality and specialization. Daido Steel is one of the leading players worldwide in
the manufacture of critical steel components where nothing less than absolute reliability is accept-
able. They include automobile transmission and engine parts as well as components used in ships,
aircraft and electric generators. Daido Steel shares are traded on the First Section of the Tokyo Stock
Exchange under the securities code 5471.
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C O N T E N T S

FORWARD-LOOKING STATEMENTS
This annual report contains forward-looking statements concerning DAIDO STEEL CO., LTD.’s and its Group companies’ current plans, projections,
strategies and performance. These forward-looking statements are not historical facts. Rather, they represent the assumptions and beliefs of DAIDO
STEEL’s management based on information currently available.

They should therefore not be relied upon as the sole basis for evaluating the Company. DAIDO STEEL also wishes to caution readers that actual
results may differ materially from expectations, and that forward-looking statements are subject to a number of risks and uncertainties.
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2006 2007 2009 (Target)

Net sales (billions of yen) 480.7 522.6 530.0

Operating income (billions of yen) 37.5 31.7 53.0

Operating margin (%) 7.8 6.1 10.0

Net income (billions of yen) 21.2 19.6 30.0

Net income per share (yen) 48.19 45.06 69.11

ROA (%) 8.6 6.6 Over 10

Interest-bearing debt (billions of yen) 152.4 172.7 125.0

Debt-equity ratio 0.88 0.92 0.53

Especiais Piratini of Brazil. And in January 2007, we
announced a business collaboration with the Timken Com-
pany of the United States. Such wide-ranging alliances are
aimed at creating a worldwide high-quality steel network and
diversifying sources of steel materials.

In strategic products, we redoubled our efforts to streamline
costs, especially in the areas of titanium, metal powder, aircraft,
and energy. We also worked harder to develop and boost sales of
products and expand our supply capacity in growth fields.

We are diversifying sources of steel materials and enhanc-
ing our portfolio of materials sources in response to high prices
for raw materials. We are also working to reduce our exposure
to nickel prices with full strategic implementation of DSR
(Daido Special Recycling Process for Direct & Smelting Reduc-
tion) and through efforts to conserve nickel resources.

In our R&D activities, we are concentrating our efforts on
strengthening the R&D system, developing products for
growth markets, and accelerating development of high-
value-added products.

We are confident that our current medium-term plan will
result in higher corporate value for the Daido Steel Group,
and thus support attractive returns for all of our sharehold-
ers over the long term.

June 2007

Masatoshi Ozawa
President

products” and “boosting the output of high-quality products.”
Our goals are to build a sound base for earnings while in-
creasing our presence in growing markets and our lineup of
products with rising sales. The plan sets numerical targets for
the year ending March 31, 2009, targeting net sales of ¥530.0
billion, operating income of ¥53.0 billion and net income of
¥30.0 billion. We also plan to continue reducing interest-
bearing debt, targeting a level of ¥125.0 billion by the conclu-
sion of the plan.

Progress achieved in the fiscal year under review included
realignment of our stainless steel wire business with the
merger of group companies Daido Stainless Steel Co., Ltd.,
and Nippon Seisen Co., Ltd. Our goal with this move is to
establish the world’s top maker of steel wire in terms of both
quantity and quality. We believe that this realignment pro-
vides an even stronger operating base to meet needs for
increasingly sophisticated steel wire products, while at the
same time contending with the evolution of the Asian market,
where competition is escalating due to expanding production
by Chinese and Korean makers. In new businesses, we
launched Ethylene Super Tube (EST), a high-performance
steel pipe for use in ethylene plants and other applications.
We are targeting sales of ¥2.0 billion in the first year after
market launch.

We have also been proactive in pursuing wide-ranging
alliances. For example, we formed a technical and equity
alliance in the high-end specialty steel sector with Hitachi
Metals, Ltd. in March 2006. In December of the same year,
we strengthened our technical tie-up with Gerdau Aços

Current Medium-term Management Plan Goals (Years ended March 31)
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At a Glance

SPECIALTY STEEL

ELECTRONIC AND
MAGNETIC MATERIALS

PARTS FOR
AUTOMOBILE &
INDUSTRIAL EQUIPMENT

ENGINEERING

NEW MATERIALS

TRADING & SERVICE

For automotive parts, industrial machinery parts,
electrical machinery parts, welding, etc.

Die forging (automotive parts and drilling parts)
Precise hot forging (automotive parts and bearing races)
Welded parts (rear axle housing)
Open die forging (parts for heavy electric machines, boats
and ships, spacecraft and aircraft, industrial machines,
steelmaking equipment, chemical equipment, and oil
drilling rigs)
Springs and band saws for lumber sawing

Nickel-based alloys
Electrical and electronics parts

Environmental equipment (for waste treatment, water
treatment and air pollution cleaning), etc.
Industrial furnaces and accessories

Powder metal (for automotive, mechanical, and
electronics parts)
Titanium products and nickel-titanium alloys (shape-
memory alloys)

Main Products

Sales of Group company products; provision of
welfare services; real estate and insurance
businesses; sales of information systems, etc.
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Share of Net Sales (%) Net Sales (Years ended March 31) (millions of yen) Operating Income (Loss) (Years ended March 31) (millions of yen)
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SPECIALTY STEEL

OVERVIEW OF BUSINESS
Accounting for about 55% of consolidated net sales, specialty
steel is the core business of Daido Steel. Specialty steel is made
by combining steel scrap with alloys and other substances to add
value in the form of properties such as resistance to heat, abra-
sions or rust. Daido Steel is skilled in achieving a variety of
desired characteristics by using precise amounts of carefully
chosen materials. Customers can thus rely on Daido Steel to
develop products that meet the demands of specific applications.
The automobile and industrial machinery sectors are the primary
users of specialty steel, accounting for about 80% of sales in this
business segment.

RESULTS OF OPERATIONS
Japanese automakers, which are the main source of demand for
the Group’s specialty steel, increased overall production 4% year
on year, as increased exports driven by higher overseas sales
outweighed declining Japanese sales. Demand from other areas
also remained healthy, particularly the industrial and construc-
tion machinery fields.

In this environment, segment performance was generally firm
despite lower orders and some reductions in tool steel inventories.
During the year under review, thanks to the benefits of capital
investment aimed at boosting productivity, Daido Steel estab-
lished a more flexible and efficient production system. We are
also striving to cut costs, as well as optimizing orders and
increasing sales prices, in response to soaring prices for nickel
and other raw materials.

Due to these factors, sales of specialty steel increased 8.3%
to ¥287,754 million.

Looking forward, we plan to respond to demand by reaping
the benefits of investment in rationalization. We will also work to
overhaul our earnings structure by further reducing costs. Specifi-
cally, in response to surging raw materials prices, we will reflect
price increases in the cost of our products with the understanding
of customers, and in parallel, diversify steel material procurement
sources by putting in place new recycling schemes and expanding
our alliances.

MAJOR INITIATIVES OF THE MEDIUM-TERM
MANAGEMENT PLAN
Upgrade manufacturing capabilities
Increase output capacity and raise productivity for automotive spe-
cialty steel products; establish an optimum manufacturing infra-
structure with the highest possible output capacity.

Establish a variety of alliances
Form alliances for the purposes of raising manufacturing effi-
ciency and better managing risks.

Increase sales of number-one
products
Between now and the fiscal year
ending March 2009, the goal is
to raise sales of tool steel by
6% and sales of steel for heat-
resistant bolts by 54%.

Review of Operations

Medium-term Management Plan Goals
(Years ended March 31)

2006 2007 2009 (Target)

Net sales

(billions of yen) 265.6 288.8 290.0

Operating income

(billions of yen) 19.3 11.7 29.0

ROS (%) 7.3 4.1 10.0
Daido Steel is the world’s leading sup-
plier of stainless steel for HDD spindle
motors.
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ELECTRONIC AND MAGNETIC MATERIALS (Formerly Electronics)

OVERVIEW OF BUSINESS
This segment, which accounts for around 12% of consolidated
net sales, focuses on the manufacture and sale of electronic and
magnetic materials used mainly in computers, automobiles,
mobile phones and digital consumer electronics. Notably, Daido
Steel is the world’s largest supplier of magnets for spindle motors
used to rotate the disks in hard disk drives (HDD), with a market
share of approximately 60%.

Major electronics products are rare earth magnets, mainly for
HDD spindle motors, high alloys, steel strip materials for lead
frames, and electromagnetic materials. Demand for these prod-
ucts is climbing in tandem with expansion of global markets for
electronics products. Daido Steel is responding to this growth
with an extensive new product development program aimed at
developing its electronics and magnetic materials into a core
business alongside specialty steel.

RESULTS OF OPERATIONS
Sales volume of nickel alloy steel strips for IC lead frames
increased compared to the previous fiscal year due to higher
demand from semiconductor and LCD-related fields. We
responded to increased nickel prices by optimizing orders, not
simply relying on the existing surcharge system. The magnetic
materials business suffered from declining sales for digital con-
sumer electronics applications, but enjoyed good performance in
sales of materials for servo motors used in factory automation
applications. In thin-film deposition and electronic materials,
sales of surface hardening films were strong.

As a result, segment sales increased 24.7% to ¥64,453 million.

MAJOR INITIATIVES OF THE MEDIUM-TERM
MANAGEMENT PLAN
Increase sales of magnets
Between now and the fiscal year ending March 2009, the goal is to
raise sales of magnets by 33%. Plans call for increasing sales for
automotive applications, a market that is growing and where Daido
Steel can effectively use its technologies. Work has been completed
on a factory in China to produce magnets for electric power steering
system motors. Full-scale production and sales activities commenced
in 2006.

Develop technology for value-added hot rolled materials with
hard workability and begin sales
Daido Steel is expanding applications for steel with hard work-
ability, such as alloys with high nickel content, to fully utilize the
attributes of its Steckel Mill. This mill is ideal for producing high-
quality alloy strip and flat products with hard workability thanks
to a furnace coiler that maintains a stable temperature during
rolling. This processing capability is creating new opportunities
for Daido Steel at the high end of the electronic materials market.

Medium-term Management Plan Goals
(Years ended March 31)

2006 2007 2009 (Target)

Net sales

(billions of yen) 51.7 64.5 59.0

Operating income

(billions of yen) 3.0 3.4 6.0

ROS (%) 5.8 5.3 10.2

NEOQUENCH-P (NdFeB Polymer-bonded Magnets)
Magnets for precision, high-speed motors used in mobile phones, office auto-
mation (OA) equipment and other products; currently the world’s most popular
magnet for HDD spindle motors.
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OVERVIEW OF BUSINESS
This segment contributes around 20% of consolidated net sales.
It focuses on the manufacturing of die forged parts such as
crankshafts using specialty steel materials, precision casting
parts for use in gears and turbochargers (used in diesel engines
to improve fuel efficiency and reduce exhaust gases), engine
valves, jet engine shafts and parts for industrial gas turbines.
Most of the auto parts sold in this segment use materials that
were developed through joint projects with automakers to meet
their exacting requirements. These parts can therefore lower
processing expenses at customers’ factories as well as reduce the
weight of finished products.

Many products in this segment have dominant positions in
their respective market categories worldwide. Aircraft jet engine
shafts and marine diesel engine valves are two examples. Daido
Steel has a high market share in numerous other product catego-
ries, including automotive engine valves and turbine disks. We
will continue to develop and launch new products that differenti-
ate us from competitors and support our position as a provider of
advanced products.

The steel materials used in this segment are manufactured
in-house

RESULTS OF OPERATIONS
Demand for automobile parts decreased as demand related to
restrictions on emissions from diesel engines used in trucks ran
its course and customers cut back inventories. However, strong
vehicle production led to robust performances for products such
as die forgings and hot precision forgings. In the hot precision

forgings field, we added more high-speed hot formers in Japan
and the United States with the aim of becoming more competitive
and expanding our operations. Sales of precision cast products
grew smoothly on increased production of diesel engine turbo-
chargers in Europe.

In industrial equipment, sales were strong for heavy electric
machines, industrial machinery and aerospace- and marine-
related products. In particular, production of aircraft jet engine
shafts remained at full capacity on the back of continued high
demand. As a response to increased prices for raw materials, we
increased the cost of our products and promoted a shift to high-
value-added products.

As a result of these developments, sales in the segment
increased 2.8% to ¥107,046 million.

MAJOR INITIATIVES OF THE MEDIUM-TERM
MANAGEMENT PLAN
Make large investments to upgrade production facilities and
enhance quality
In 2006, the decision was made to add a large 7,000-ton press forg-
ing machine at the Shibukawa Plant. The machine is slated to
become operational early in 2008. A U.S. subsidiary has ordered a
high-speed precision forging machine that is expected to help
increase sales of forged products to customers in North America.

Increase sales of number-one products
Between now and the fiscal year ending in March 2009, the goal
is to raise sales of jet engine shafts by 60%, gas turbine compo-
nents by 67% and turbocharger parts by 64%.

PARTS FOR AUTOMOBILE & INDUSTRIAL EQUIPMENT

Medium-term Management Plan Goals
(Years ended March 31)

2006 2007 2009 (Target)

Net sales

(billions of yen) 104.1 107.0 119.0

Operating income

(billions of yen) 10.9 10.5 13.0

ROS (%) 10.5 9.8 10.9
Hot, High-speed Precision Forgings
Daido Steel is one of the largest manufacturers of
hot, high-speed precision forgings.
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ENGINEERING

OVERVIEW OF BUSINESS
Major activities in this segment, which accounts for about 7% of
consolidated net sales, are the manufacture of steelmaking
equipment, industrial furnaces and associated equipment. This
segment also supplies environmental equipment for the treatment
of wastewater, gas emissions and waste materials, mainly to
public-sector clients with incinerated ash melting systems for
urban waste, and machine tools.

In environmental equipment, in particular, the operation and
engineering technologies we have fostered over the years support
our cutting-edge engineering business with its finger constantly
on the pulse of market needs.

The new types of equipment and technologies that this seg-
ment has created contribute to environmental preservation and
energy reduction in a wide variety of settings.

Operations also include maintenance and management of
this machinery and equipment.

RESULTS OF OPERATIONS
Sales of environmental equipment declined as public-sector
demand cooled. Industrial furnaces, however, performed well,
boosted by solid private-sector capital investment. Heat treat-
ment furnaces, including dust collection systems and short-time
cycle (STC) heat treatment furnaces performed particularly well.

Due to these factors, segment sales increased 9.8% to
¥37,200 million.

MAJOR INITIATIVES OF THE MEDIUM-TERM
MANAGEMENT PLAN
Develop new products and markets
Continue work on developing new products and markets by collabo-
rating with heat treatment companies and other users of this
segment’s products and services.

MAIN PRODUCTS
Sewage Sludge Carbonizing System
Sewage sludge is thermally decomposed into a carbonized form
using oxygen-free or low-oxygen environments. Carbonized sludge
can be utilized as ameliorant for soil or as a biomass energy
resource. Heat is recovered and used during the treatment.

Daido Arc Process (DAP)
The Daido Arc Process (DAP) is the world’s first municipal solid
waste incinerated ash melting system. DAP breaks down dioxin
into less polluting substances and makes it possible to reduce
and recycle burnt ash.

Medium-term Management Plan Goals
(Years ended March 31)

2006 2007 2009 (Target)

Net sales

(billions of yen) 33.9 37.2 34.0

Operating income

(billions of yen) 1.7 2.3 2.0

ROS (%) 5.0 6.2 5.9

Daido Arc Process (DAP)
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NEW MATERIALS

OVERVIEW OF BUSINESS
Accounting for about 3% of consolidated net sales, this segment
supplies mainly titanium products for engine valves and turbine
wheels, shape-memory alloys, and high-performance metal pow-
ders used to make valve sheets and magnetic materials.

RESULTS OF OPERATIONS
Demand for titanium products remained high, centered on
medical and factory applications. Going forward, we will add
more specialized melting furnaces to cope with further
increases in demand. We also took steps to reflect the climbing
cost of titanium, the segment’s main raw material, in our prod-
uct prices. Sales volume of metal powder products increased
47.5% year on year thanks to striking growth in demand related
to automobiles and industrial machines and our continued
efforts to develop overseas markets. We also increased produc-
tion capacity.

These factors led to an increase in segment sales of 20.5%
to ¥13,858 million.

MAJOR INITIATIVES OF THE MEDIUM-TERM
MANAGEMENT PLAN
Increase sales of number-one products
Between now and the fiscal year ending March 2009, the goal is to
raise sales of metal powder products by 61% and sales of titanium
products by 46%.

TRADING & SERVICE

OVERVIEW OF BUSINESS
The major activities in this segment, which represents about
2% of consolidated net sales, are the sale of products made by
group companies, employee benefit services, real estate and
insurance services, operation of golf courses, an analysis busi-
ness, and the sale of software to external customers.

RESULTS OF OPERATIONS
There were no significant changes in overall operating results
compared with the prior fiscal year. Segment sales, however,
decreased 11.4% to ¥12,309 million because of intense compe-
tition in the market for imported materials affecting the con-
struction materials divisions of a subsidiary.

Invest in strategic businesses (number-one products)
Major projects are expansion of water atomization capability at
the metal powder plant and increased capacity for titanium
melting furnaces at the Hoshizaki Plant.

Medium-term Management Plan Goals
(Years ended March 31)

2006 2007 2009 (Target)

Net sales

(billions of yen) 11.5 13.9 15.0

Operating income

(billions of yen) 1.0 2.3 2.0

ROS (%) 8.7 16.5 13.3

Crankset (Mountain Bike Component)
World’s first use of a new lightweight beta-titanium
alloy with high levels of strength and hardness,
known as “CaTi,” in a superior-quality mountain
bike crankset.
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R&D ORGANIZATION AND CURRENT PROJECTS
The Daido Steel Group conducts a proactive program of research and
development, underpinned by a solid technological capability based
on specialty steel, in order to expand new products and businesses,
and strengthen the foundations for existing businesses. During the
fiscal year to March 2007 we established the Daido Corporate
Research & Development Center, and pursued R&D for new products,
materials and technologies, with work concentrated in the Special
Steel Research Lab., Electromagnetic Material Research Lab., Pro-
cess Technology Development Center, and Business Development
Center. There are 227 researchers throughout the Daido Steel Group,
and we intend to further increase the number of research personnel.

R&D expenses for the Daido Steel Group during the fiscal year
under review amounted to ¥4,313 million. Going forward, we will
concentrate our efforts in developing materials for growth markets,
developing high-value-added products.

R&D RESULTS BY SEGMENT
✤ SPECIALTY STEEL
In this segment the Daido Steel Group conducts R&D covering all
aspects of the specialty steel field, including development of such
basic specialty steels as structural steel, heat and corrosion-
resistant steel, and tool steel and welding materials, as well as
process innovations ranging from refining to quality assurance and
analytic technologies. R&D expenditures in this segment during the
fiscal year under review amounted to ¥1,948 million.

Major Achievements
✰ DEG Steel for vacuum carburizing

Vacuum carburizing is attracting attention as a next-generation
carburizing technology because it allows processing of high-
strength components in a shorter period of time than conven-
tional atmospheric carburizing. It also allows lower CO2

emissions. However, it has a tendency for weakness in sharply-
angled parts such as the edges of gear teeth, which has been
an obstacle to widespread adoption.

Daido Steel has addressed this problem with the development
of DEG Steel, produced by adjusting the components of the mate-
rial in accordance with the basic theory of vacuum carburizing
derived by Daido to prevent the loss of the strength in the angled
parts. Compared to JIS-SCr420 (AISI 5120, DIN 16MnCr5) steel
that has been vacuum carburized, the fatigue strength of DEG
Steel is approximately 2.4 times higher, allowing for a significant
improvement in strength of automotive parts.

Daido Steel’s basic theory of vacuum carburizing has also
been applied to simulation software for operating conditions,
helping to enhance the performance of ModulTherm, the vacuum
carburizing furnace manufactured by Daido.

Research and Development

R&D Expenditures (Years ended March 31)
(millions of yen)

R&D Focus

200620052004 2007
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1. Materials development for growth markets
Commercialize the achievements of the Next Decade Research
Center, an R&D facility for medium to long-term research.

2. Accelerate development of high-value-added products
High-strength, heat and corrosion resistance, low cost

3. Focus on element research
Use of alternative elements and development that conserves
elements
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✤ ELECTRONIC AND MAGNETIC MATERIALS
In this segment the Daido Steel Group conducts R&D focusing on
magnetic materials and products for communications environ-
ments, working to develop new products and technologies. R&D
expenditures in this segment during the fiscal year under review
amounted to ¥325 million.

Major Achievements
✰ Expanding applications for hot-formed ring magnets used in

electric power steering
The main drive system for steerings of automobiles today is
hydraulic power steering, though electric power steering allows for
better fuel efficiency. Daido Steel’s hot-formed ring magnets are
already being used as magnets for electric power steering motors,
and we are further expanding their applications.

✰ DPR-NRC composite magnetic sheet for wireless
communications
RFID devices in the 13.56 MHz bandwidth experience a significant
deterioration in transmission range when there is any metal near
the antenna, as metal absorbs electromagnetic waves. To resolve
this issue, Daido Steel has developed the DPR-NRC composite
magnetic sheet, which is ideally suited to RFID at 13.56 MHz. A
composite magnetic sheet interposed between the metal plate and
the antenna prevents degradation of the signal. These sheets are
currently being used in mobile phones.

* RFID: Radio-frequency identification. A contactless recognition
technology using wireless communications

✤ PARTS FOR AUTOMOBILE & INDUSTRIAL EQUIPMENT
In this segment, the Daido Steel Group conducts R&D for engine
valve and various other automobile components, as well as for a
range of parts for industrial machinery. R&D expenditures in this
segment during the fiscal year under review amounted to ¥826 million.

Major Achievements
✰ DNM140 nonmagnetic, high-strength drill collar for

resource excavation
Drill collars are thick-walled tubular pieces that provide force to
the bit when drilling such resources as oil or natural gas, and so
need to be extremely strong. Steel is typically used to make the

drill collars, though nonmagnetic collars are used when it is nec-
essary to measure the geomagnetic date. For such applications
Daido Steel has developed the nonmagnetic drill collar DNM140,
which is both high strength and highly resistant to stress corro-
sion cracking.

✤ ENGINEERING
In this segment, the Daido Steel Group conducts R&D mainly for
environmental conservation and recycling equipment and a variety of
energy-saving industrial furnaces. R&D expenditures in this segment
during the fiscal year under review totaled ¥39 million.

Major Achievements
✰ Process for using carbonized sewage sludge to produce biom-

ass fuel
Carbides have traditionally been used as fuel for co-combustion
with coal. Daido, however, has pursued development to raise the
amount of potential heat from carbides, and has developed a
production process to create a stable biomass fuel with over 30%
more calories than traditional carbides. Demand from power
stations and other fuel consumers for co-combustion fuels is
expected to increase, and this technology can be expected to help
increase sales.

✤ NEW MATERIALS
In this segment the Daido Steel Group conducts R&D mainly for such
new materials as functional powder metals and titanium products.
R&D expenditures in this segment during the fiscal year under
review totaled ¥1,173 million.

Major Achievements
✰ Soft magnetic metal powder

Manufacturers of the latest electronic devices have a pressing
need for smaller electronic components, particularly for such
consumer electronics as computers and flat-display televisions.
The power transformers used in these products have traditionally
used soft magnetic ceramics and similar materials, but this has
been a hindrance to reducing their size. Daido has developed a
soft magnetic metal powder that makes it possible to reduce the
size of these transformers.
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CORPORATE GOVERNANCE

Corporate Governance and Internal Control System –
Current Status
Daido Steel is implementing reforms to our management
structure to increase the efficiency and speed of manage-
ment. Strengthening the management structure foundation is
a priority measure set out in the current Medium-term Man-
agement Plan ending in March 2009.

Daido Steel is also building an organizational structure
which will enable the Company to: reinforce natural disaster
risk management; ensure compliance to corporate ethics;
actively engage in environmental activities; and carry out its
role in CSR.

Governance System
Daido Steel uses the corporate auditor system. There are two
external corporate auditors and one external director. These
individuals help improve corporate governance by auditing
and supervising the performance of directors from their
respective standpoints. Daido Steel has a total of 18 directors,
including the external director.

Crisis Management, Ethics and 
Compliance Committee

Board of Directors

18 directors including one 
external director

Internal Auditing Department
 (internal audits)

Board of Auditors

Three auditors including 
two external auditors

Chairman/President and 
Representative Director/

Executive Vice Presidents
Accounting Auditor (independent auditor)

Shareholders’ Meeting

Election and 
dismissal

Audits

Accounting
audit

Reports

Reports

Supervision

ReportsAdvice

Election and 
dismissal

Election and 
dismissal

Contact for 
consultations 
and reports
(hotline)

External attorneys

General Affairs Department 
Hotline manager 

Mutual
collaboration

• President and Representative 
   Director/Executive Vice Presidents
• Director in charge of compliance and
   risk management
• Managing Directors in charge of business 
   units/standing Corporate Auditors

Corporate Governance and Internal Control Framework (June 28, 2007)
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aware of these guidelines. Furthermore, all potential risks
throughout the Group are examined and countermeasures
taken. Through these actions, Daido Steel is creating an even
more powerful risk management framework for the entire Group.

On April 1, 2006, all provisions of a new law in Japan,
commonly called the Whistleblower Protection Law, became
effective. Daido Steel has established a company-wide sys-
tem to comply with this law, including the formulation of
regulations and a manual. These are being used to conduct
training programs.

Corporate Governance Initiatives
As part of initiatives taken during the fiscal year that ended
in March 2007, the Crisis Management, Ethics and Compli-
ance Committee held regular meetings. In addition, this
committee is assisted by the Crisis Management, Ethics and
Compliance Promotion Committee, which oversees extensive
measures, such as Group-wide educational activities con-
cerning laws and regulations, aimed at making compliance
an integral element of management.

In October 2005, Daido Steel revised its corporate Code of
Ethics to further clarify its commitment to CSR and achieve
qualitative improvements in the Group’s daily activities.
Steps are being taken to make all employees aware of the
revised code.

Internal Controls
Compliance, environmental management, safety manage-
ment, quality assurance and other control-related activities
are performed by departments established for this purpose.
Daido Steel’s Internal Auditing Department constantly moni-
tors these activities to verify that controls are functioning in
a manner that is legal, effective and efficient. Furthermore,
each department conducts its own list of periodic self-
inspections to confirm that operations conform with regula-
tions and are proper in all other respects. By using internal
controls to review and update internal standards and busi-
ness procedures, Daido Steel is ensuring the transparency of
its management.

To improve internal control systems, Daido Steel’s Internal
Auditing Department submits frequent reports to senior man-
agement concerning the results of audits and self-inspections
while working closely with the corporate auditors and inde-
pendent auditor.

To upgrade internal control at all Group companies, the
parent company’s Internal Auditing Department conducts
periodic audits of Group companies to verify that internal
controls are functioning properly. In addition, all consolidated
subsidiaries participate in a Group Auditing Seminar. This
provides a forum for the exchange of information on audits at
these companies, the improvement of auditing techniques by
individuals performing audits, and for other initiatives.

Risk Management
In addition to placing importance on compliance programs,
Daido Steel has a Crisis Management, Ethics and Compli-
ance Committee. This committee discusses measures to
eliminate and prevent certain anticipated and potential risks
as well as measures to minimize the external impact of a
sudden crisis.

Daido Steel has a director in charge of compliance and a
hotline linked to this officer, the General Affairs Department
and external attorneys. In addition, Daido Steel has estab-
lished a corporate Code of Ethics and a Code of Conduct. All
employees, including those at Group companies, are made
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Environmental and Social Activities

BASIC POLICY
Through its business operations, Daido Steel plays a part in helping create a recycling-oriented economy and
society. We intend to make more contributions to the conservation of resources and energy by developing out-
standing specialty steel production methods and conducting other R&D programs.

One of the central targets of the current medium-term management plan is “placing importance on CSR and
conducting management reform activities that are closely tied to business operations.” As one way to achieve
this goal, we are conducting programs that protect the environment and help achieve sustainable development.

MAJOR INITIATIVES
As part of its initiatives to protect the global environment, Daido Steel invested a total of ¥4.6 billion in energy conser-
vation over the period from 1997 to 2006.

We are also working to help create an economy based on recycling by achieving zero emissions. Improving the
performance of the Daido Steel-developed DSR (direct and smelting reduction) furnace is one step we are taking. Our
goal is to achieve zero emissions, with a 100% recycling rate for by-products generated by electric arc furnaces in the
steel making process.

Daido Steel helps to protect the environment through the products and manufacturing technologies it has devel-
oped. Instrumental in this effort is the production of steel using electric arc furnaces, which use steel scrap as the
main ingredient to make a variety of steel products. In addition, we supply companies in many industries with high
grade materials that simplify production processes and help save resources. This contributes to a significant reduction
in environmental impact. In addition to these activities, Daido Steel is providing environmental protection equipment
and engineering solutions using expertise gleaned from specialty steel production. These solutions include sewage
sludge carbonizing systems and dust collecting equipment for road tunnels.

Within the Company, we have introduced an environmental management system. Under this system, we carry out
inspections of key equipment and strictly supervise the operation of our factories and all our other facilities on a daily
basis in order to reduce their environmental impact. We are also upgrading our training systems and other environmen-
tal education programs to raise the environmental awareness of our employees.


