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Presentation 
 

 

Ono: Now, I would like to explain according to the materials. Please turn to the next slide. These are 
the three main points I will discuss today. 

One, let me briefly review the Q2 results that we announced last week and discuss the outlook for 
the current fiscal year. Second, I would like to explain the progress on the major initiatives of the 
Medium-term Management Plan FY2031 (FY2031 Strategy) in terms of the three points listed here. 

Third, I would like to touch on the TSE's request to realize management focused on capital cost and 
stock price. 
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Next please. First, let me briefly explain the outlook for the current fiscal year, which I have already 
explained on various occasions. 

Copper prices weakened due to sluggish demand in China. Regarding foreign exchange, the yen 
continues to weaken, whether against the US dollar or the euro. In the automotive sector, orders for 
the Copper & Copper Alloy business are finally showing signs of recovery. Such is the situation. 

Unfortunately, we do not expect a recovery in the semiconductor-related sector during the current 
fiscal year, and we do not expect a recovery until H1 of the next fiscal year or later. 
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Next please. Here, in the red frame, is the forecast for the current fiscal year as well as the Q2 results 
announced last week on November 9. 

I have already explained the numbers, so I will skip them, but the leftmost column shows the results 
for the last fiscal year, the pink column on the right shows the targets for FY2026, Phase I of the 
FY2031 Strategy, and the rightmost column shows the targets for FY2031. 
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Next please. This is capital allocation. Below are two major graphs. The two left-hand side are cash 
inflows and the right-hand side is cash outflows. 

Please note that in each graph, the taller graph on the left side shows the cumulative values for Phase 
I of the FY2031 Strategy, i.e., for the three-year period from FY2024 to FY2026. In contrast, on the 
right is the forecast for the current fiscal year FY2024. 

Cash inflows and cash outflows are equal, so in any case, the forecast is for progress of a little more 
than one-third. 

For example, operating cash flow is expected to reach about ¥90 billion this fiscal year, while cash 
inflows are expected to be ¥280 billion. On the other hand, cash outflows are divided into “growth 
investment” and “maintenance and upgrading investment,” each of which is expected to progress 
almost in line with expectations. 



 
 

 
5 

 

 

Next please. This chart shows the current year's projected ordinary profit and ROIC.  

Looking at the overall ROIC, the bottom total line shows that the latest forecast is 4%, slightly lower 
than the 4.1% forecast at the beginning of this fiscal year. 

Looking at individual projects, first of all, the Resources business is far below the 9.2% forecast at 
5.7%. This is due to a slight decrease in equity-method affiliates due to operational problems at a 
mine in which the Company has invested. On the other hand, the Smelting & Resource Recycling 
business has picked up to 6.1% against the forecast of 5.3%. 

The two businesses in the Advanced Products Company are suffering, and ROIC forecast for both 
businesses are expected to be only about half of the initial forecast. On the other hand, we believe 
that the Metalworking Solutions Company will be able to achieve ROIC that exceeds the initial 
forecast, albeit slightly. The Renewable Energy business is expected to be in line with the forecast at 
the beginning of the fiscal year. 
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Next please. I will skip the cost competitiveness here, as it was covered during the explanation of the 
financial results. 
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Next please. From here, I would like to talk about the progress of the main measures of the FY2031 
Strategy. 

This figure, again, is the same figure we used when we published it in the spring. We have set out 
“Our Commitment” of "For people, society and the earth, circulating resources for a sustainable future,” 
and we will build a recycling system of metal resources based on our strengths and realize growth 
throughout the value chain by expanding the scope, regions, and scale of our operations. I would like 
to explain the scope of this coverage and the areas of deployment on this next slide. 

Needless to say, this picture shows a big cycle, from light blue arrow feathers to red, and back again 
in light blue through white. The Metals Company will exclusively contribute to the expansion of 
resource recycling in the first half. In the second half, the Advanced Products Company and the 
Metalworking Solutions Company will contribute to the strengthening of the supply of high-
performance material and products. 

On the other hand, the Renewable Energy business is positioned outside of the larger cycle and will 
play a role in supplying renewable energy electricity to support these business activities. The main 
part of that renewable energy project will be geothermal power generation, and that is what the picture 
means. 
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Next please. I would like to explain a little about the situation or our thinking regarding the expansion 
of resource recycling. The upper half is how we will consider expanding the scope of resource 
recycling. And below is what we mean by regional development. 

First of all, the top of the list of the targets of resource recycling is written as E-Scrap recycling. We 
are already working on this, and we are now taking various measures to increase the processing 
capacity to 240,000 tons per year. 

The second is LIB recycling. At this stage, we are in the process of designing a pilot plant, and we 
expect to be able to advance to this stage in the near future. 

The third is recycling within the Copper & Copper Alloy business. In the process of making copper 
and copper alloy products, a considerable amount of so-called offcuts and scrap materials are 
produced. In the past, such materials were returned to our copper smelters, but our idea is to recycle 
as much as possible in the process of the Copper & Copper Alloy business. 

This means lowering the cost of manufacturing copper and copper alloy products. In addition, the 
amount of copper brought into the smelters will be reduced, which will allow room for more E-Scrap 
to be processed. 

The next one is a bit different, as it involves the recovery of cobalt in a copper mine, and it is an 
overseas measure. At the Mantoverde copper mine in Chile, cobalt remains in the residues after 
processing copper ore. We are working on a project to recover cobalt from them. 

We have been conducting various experiments, and we are now at the stage where we are planning 
to build a pilot plant and conduct further demonstrations in January next year or later. 
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Then next is the recycling of tungsten. As you know, tungsten is the main raw material for cutting 
tools in our Metalworking Solutions business, and in order to increase this recycling rate, we are 
considering collaboration not only for recycling in Japan but also for overseas development. 

Next, moving on to the block below, in terms of regional development, E-Scrap recycling is currently 
one model business. This model collects E-Scrap from all over the world, including Europe, the US, 
Japan, and Asia, and processes it at smelters in Japan to recover valuable metals. 

In Europe, a sampling center has been established in the Netherlands, which contributes to speeding 
up the analysis process. On the other hand, to increase the amount of E-Scrap processed in this form, 
the smelting capacity of the copper smelters will be increased. Alternatively, it will be necessary to 
increase pretreatment capacity at smelters. 

In this connection, to position our investment in copper mines, in order to increase E-Scrap input, we 
are investing in copper mines in search of copper concentrates with little impurity elements, which 
will create room for E-Scrap input. Of course, on the other hand, it also means capturing profits when 
copper prices rise. 

On the other hand, as you can see on the left side, under the heading regional developments, there 
is a growing trend toward economic blocs or enclosure of important mineral resources here. 

Until now, natural resources have been increasingly locked up by individual countries due in part to 
resource nationalism, but this is gradually spreading to recycled materials as well. 

One of the proofs of such a thing is that, in Japan, it is a kind of economic security. Or, in the US, the 
IRA law. Or that the EU has various regulations from early on. 

In this case, relying solely on the E-Scrap model that I mentioned earlier of collecting scraps from 
around the world and processing them in Japan may become quite difficult in the future. In other 
words, in addition to local production for local consumption, it is necessary to develop business with 
the circulation within the region in mind. 

I believe that the investment in Exurban, which is written at the bottom of this page, can be positioned 
as one response to this situation. 

This is a project to build a plant to process 100% recycled materials in the United States, which I will 
mention a little later. We are participating in this project and are now working together with them. If 
this works, we believe it will open the way to expand these things to other regions outside the US. 
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Next please. This shows a timeline-like investment schedule for copper mines or projects, with a 
timeline drawn in the lower middle. The Los Pelambres copper mine is not a new mine, but the 
expansion work is already in its final stages, and the Company expects that this will be completed 
soon and that the mine will be in full operation once it is completed. 

The Mantoverde copper mine is next in line, and construction of a new concentrator to process sulfide 
ore is currently underway. We are in the final stages of this process, and we expect that trial runs will 
lead to the start of full-scale production next year. 

The next one, moving a little to the right, is the Zafranal project in Peru. This status means that the 
environmental permit was obtained in May 2023, and we are now in the next engineering phase, 
which is expected to start production around FY2029. 

Next to that will be under the arrow, the Casino Copper-Gold project. This is a project in Yukon 
Territory, Canada. We have made a certain amount of investment and participation in this project, 
which we consider to be the next step after Zafranal. 
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Next please. This is the Exurban project mentioned earlier, the concept of which is to establish an 
intra-regional circulation process for E-Scrap, etc. The project is currently located in the state of 
Indiana in the United States, and the FS is expected to be completed by the end of this year. 

Once these things are successfully established in the US, it is likely that they will be expanded to 
other regions. 
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Next please. This is related to the recycling of tungsten. The FY2031 Strategy called for increasing 
the ratio of recycled materials used as raw materials for cemented carbide tools to 80% by FY2031, 
but we are currently collecting scrap materials, processing them in Japan, and supplying them to 
manufacturing process. However, this is not enough to reach the 80% target. 

On the other hand, the volume of collection in various parts of the world is also increasing. For 
example, the volume collected in the North and South America region has increased from 22% to 
32% of the total over the past three years, nearly doubling in terms of actual volume. In Europe, too, 
how to deal with scrap is becoming more and more important in terms of sales strategy. 

Against this background, we are currently working with Masan High-Tech Materials. This is a 
Vietnam-based company, in which we have made a partial investment, and we are now thinking of 
promoting collaboration with this company. 
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Next is the Copper & Copper Alloy business. First of all, regarding our Copper & Copper Alloy 
business in Japan, even before the announcement of the FY2031 Strategy, we have continued to 
invest in increasing production capacity by 30% in this area. That is what it says in the table below in 
the section on increased production volume, which states a 30% increase. 

As for the progress of these activities, as you can see in the second row below, the Sakai Plant has 
already completed the construction of a machine to increase production, and the increased 
production system has been in operation since July of this year. 

On the other hand, for the Sambo and Wakamatsu Plants, which are located downstream, the 
progress rate at this stage is in the 70% range, as shown here. The completion of the project is 
expected in August of next year for Sambo and in May of next year for Wakamatsu. 
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Next please. The picture below shows the investment details of the Luvata group, which is expanding 
its copper processed products business overseas, and the right side here shows what we call a pin-
type terminal. 

This is to expand sales of pin-type terminals utilizing cold forging technology cultivated in the welding 
electrode business. We see a great business opportunity here, and the US has already taken the 
lead in mass production. We are now moving forward with this project in anticipation of business 
expansion as the number of EVs grows. 
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Next please. Next is the cemented carbide tools of the Metalworking Solutions Company. We are 
looking at investing a total of ¥15 billion in Europe and the US and ¥9.5 billion in Asia by FY2031 and 
are considering this to be local production for local consumption as well. 

The increase in the number of EVs has necessitated a shift in cutting tool applications from the 
automotive industry to the aircraft and medical industries. The best match for this was Europe. 

Therefore, we are proceeding with our plan to expand our original factory in Spain starting this fiscal 
year. The purple table below shows the expected expansion. 

For inserts, we will increase the number of inserts from five times the current level to ten times over 
the course of 2028. We have also started a plan to increase the number of drills and end mills, which 
are important products for aircraft, by about 1.5 times by FY2031. 
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Next please. This represents an example of a smart factory in the Metalworking Solutions business. 
As part of the DX initiative, progress is shown here using the example of an automated line for a 
product called CBN insert. 

There are several separate processes, which are being launched one after another, and the 
automation of this line will be completed in H2 of the current fiscal year. This will help solve the current 
difficulty in acquiring and obtaining human resources. Of course, we believe that this will also reduce 
costs by promoting labor savings. 
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Next is related to renewable energies. On the left of this slide, we have color-coded the installed 
capacity of the renewable energy we are working on, by type. In any case, 105 MW of the 144 MW 
is geothermal, so geothermal power generation is the main source of power. 

The most recent geothermal power plant to come online is the Appi Geothermal Power Plant, shown 
in the middle photo. The output will be just under 15 MW, and the start is scheduled for next year, in 
April 2024. As you can see in the photo, we have already completed the fumarolic test and confirmed 
that the required steam volume can be secured. 

On the right side, the next three areas, Esan, Komonomori, and Appi River upstream, are being 
prepared, although each is at a different stage of development. 
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Next please. The management is aware of the cost of capital and stock price. As you are well aware, 
our PBR is in the 0.5 times range, which is well below what the TSE requires or what the market 
demands as a PBR ratio of 1 times. The recovery story is how to bring this to more than onefold, 
though. 

I believe that the fundamental issue is how to implement and achieve the FY2031 Strategy. That's 
where it's written from different perspectives, but it's already all leading to that. 

For example, in the case of PBR, we often separate it from ROE and PER, but when it comes to ROE, 
in the FY2031 Strategy, we have set a goal of achieving ROE of 10% in FY2026, and after that, we 
are aiming to achieve ROE of 13.6% in FY2031 and to keep it above 10% thereafter. 

By achieving this, the Company will show stable growth with little fluctuation in earnings, which we 
believe will lead to a recovery in PBR. 

Individually, ROE is more about improving profitability, and the combination of reducing fixed costs 
through cost reductions and yield rates improvement, which we have been working on this fiscal year, 
and expanding resource circulation, which I mentioned earlier, will lead to an improvement in ROE. 

On the other hand, one of the major points regarding PER is that by demonstrating stable growth 
through the implementation of the FY2031 Strategy as I have just mentioned, and by stabilizing the 
bottom line, shareholder returns based on the dividend payout ratio that we consider will be stable. 

In addition, there are a number of sustainability issues that need to be addressed, and we believe 
that enhancing such activities will also help to improve the PER. 
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Next please. This figure was also shown when the FY2031 Strategy was announced, so I will skip 
the detailed explanation, but the sum-of-the-parts analysis method is used to calculate the overall 
Enterprise Value by division, and then the Equity Value is calculated based on assumptions for 
financial figures. 
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Lastly, the table below summarizes the status of our dialogue with shareholders and investors. 

Naturally, Financial Results Briefings are held quarterly and are attended by the CFO, and today we 
are holding an Investor Conference, the second line from the top, with the CEO and CFO in 
attendance. We are also holding a Business Segment IR Meeting in the spring, which will include a 
presentation from each Company President. 

From a different perspective, we also hold Sustainability IR Meetings and Small Meetings with the 
CEO, CFO, and Outside Directors as needed, and we are actively engaged in individual interviews 
and other activities as shown here. 

This concludes my explanation. Thank you for your attention.  
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Question & Answer 

 

Participant [Q]: I have a question, or rather, I would like to express my impression that after your 
company's withdrawal from unprofitable businesses and your selection and concentration, the 
FY2031 Strategy clearly shows the progress you are making in moving in this direction. I also think 
that the dialogue with shareholders and IR-related activities, such as factory tours, are becoming 
more and more extensive. 

However, I still think the part that everyone is concerned about is the part on page six. I think there is 
some overlap between this page 6 and page 24 of the PBR recovery plan. 

In the midst of trying to expand with more debt, if there is no profit on the front end, investors will 
inevitably think that the cost of capital will go up. For this reason, I think that if you can tell us in an 
easy-to-understand way how much profit has been generated by the measures you are currently 
putting forth, the share price will go up as well. 

But, as I said, what I felt with this financial statement is that the impact on the economy and things 
like that is very significant. Since you are spending a lot of money, I think it is important to show a 
flexible management attitude, such as stopping when it is time to make capital investments or when 
the situation is bad. This is what I felt about the first question. 

The second question is regarding the business environment. I think there are many ways to look at 
the recovery of the environment, for example, as being behind because of the automobile industry, 
or because competition is tough. However, since your operating profit did not reach the level that you 
had expected this time, I think that your company's perception is that you are behind schedule in 
terms of the cyclical situation. 

As for future visibility, please pick out and tell us if there is any part of each main unit that is becoming 
more visible in terms of increasing profits, for example, for the next year. 

For example, I think the Los Pelambres copper mine, when it finally gets going in earnest, will show 
a reasonable contribution to profits, although I think it will depend on the state of copper prices. I 
would like to ask you to please explain something about the visibility that is rising for the next year.  

Ono [A]: The first point is that this has been pointed out to us for a long time now, and we feel fully 
aware of this point, and I would say that it is very necessary. In particular, I think it is a way of saying 
how to manage cash flow and also in terms of capital allocation. 

The CFO is also present today, and we are continuing our efforts to monitor the situation from a 
variety of perspectives, while working to keep a complete picture of the situation at hand. 

Secondly, you mentioned future visibility. Not about the copper mine. What we can see clearly at 
least now is that, after all, the automotive sector in the Copper & Copper Alloy business is clearly on 
the road to recovery. 

We do not know for sure how long this will continue. There is a cyclical aspect to it, but I think we can 
expect it to continue for a certain period of time. 

We believe that electronic materials in the Copper & Copper Alloy business are also showing signs 
of recovery, although not to the same extent as the recovery in the automotive industry. On the other 
hand, what I think may not be the same as before is our business for semiconductor manufacturing 
equipment. 
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At this stage, I think it may be a bit naive to think that the relationship between our suppliers and 
customers will return to normal or remain the same when the semiconductor industry itself picks up 
the pace. 

There are many ways to respond to this situation, but I do not think it is a simple matter of just saying 
that the relationship will recover because the economy is recovering. 

Regarding the Los Pelambres copper mine, the CFO will provide additional information. 

Takayanagi [A]: As Ono explained at the beginning of this presentation, the expansion of the 
concentrator of the Los Pelambres copper mine, in particular, is expected to be completed by the end 
of this year. After that, we will be in such a reaping phase of considerable, so to speak, increase in 
production, so I think it would be good to see the visibility here as high as you mentioned earlier. I 
guess that's all I have to say about mining investments. 

Ono [M]: This is all the answers we have of now. 

Participant [Q]: I could generally imagine the answer as well but thank you. How did the 
semiconductor come to be such a relationship? 

Ono [A]: That is a bit difficult to say. I think that because the semiconductor industry itself has 
experienced a large and prolonged decline this time around, they are considering the need to change 
their relationships with suppliers in various ways rather than continuing as before. 

Participant [M]: Okay. Thank you very much. 

 

Participant [Q]: Two points, please. The first point, which is on page 17 of the document, is to 
increase capacity by 30% not only at the Sakai Plant but also at all three bases. I understand that the 
investment required for this project will be fully operational in H2 of the next fiscal year. Could you 
please tell us about the benefits of this investment? 

Please include your response to whether the capacity is going to be filled properly after the start of 
operations. 

Second, on page 24, regarding the ROE improvement measures, as you mentioned in your earlier 
question, is this a denominator control? I would also like to see investment discipline take effect 
properly, though. 

Also, in order to increase profits, it is necessary not only to reduce costs and invest in growth as 
described here, but also to improve selling prices, but let me confirm that there is no room for such 
efforts across the entire business. These are two points. 

Ono [A]: In terms of the Copper & Copper Alloy business, the current situation suggests that there 
will be enough demand to meet the 30% increase in production. 

The CFO will give you the total investment solid figures later. 

In the area of ROE improvement, investment discipline means that we will keep the net D/E ratio 
under control and proceed with full understanding of our financial discipline. We intend to do this as 
a matter of course, and we have also indicated a target net D/E ratio in the FY2031 Strategy. 

In terms of improving selling prices, we have been able to pass on the increased costs of raw 
materials and energy, apart from demand to our customers. 



 
 

 
23 

 

As for what will happen after that, it will depend on various circumstances, but we will always pursue 
price improvement or margin improvement, and I believe it will be necessary to do so to a certain 
extent. 

It is quite difficult to say with certainty how much we can do, but we will continue to try. Now, the CFO 
will make some additional comments. 

Takayanagi [A]: Just to add a little more to the Copper & Copper Alloy business part, I think we 
mentioned earlier that we are planning to invest ¥30 billion in copper processing as a whole. 

The Sakai Plant, Wakamatsu Plant, and Sambo Plant are all listed here, and I believe that the 
approximate investment of around ¥4 billion in each of these plants is not far off from what is shown 
here. I hope you can think of this as the number within the ¥30 billion that I mentioned earlier. 

Although the production of each of these products will increase by 30%, we believe that this will be a 
sufficient return if the sales plan we currently envision for Phase I of the FY2031 Strategy remains 
unchanged. 

We are also analyzing the market, and if all goes well, we expect sales to return to the level of the 
second year of the FY2031 Strategy from the next fiscal year. 

We expect the electronic materials to suffer a little, but generally that is about where we expect them 
to be. 

Also, we have already made some adjustments to the cash allocation, especially in the area of 
“growth investment,” even at this stage. Please consider that some adjustments are being made while 
watching the market there. 

However, there are certain investments that are necessary, such as “maintenance and upgrading 
investment,” so we are conducting these investments while keeping a close eye on such investments 
and maintaining investment discipline. 

As CFO, I would like to see the Company generate returns and free cash flow at the earliest possible 
stage, so we will continue to monitor and carefully control investments here. That is all. 

Participant [Q]: Thank you very much, when you say around ¥4 billion for the three locations, is this 
a total of ¥12 billion, is that correct? 

Takayanagi [A]: Yes, that's right. I am speaking very broadly, but that is the image we have in mind. 

Participant [M]: Okay. Thank you very much. 

 

Participant [Q]: Please let me ask two questions, two points. The first question is based on pages 8 
and 24, but regarding the lowering of the break-even point, I believe that additional cost reductions 
have been made again on page 8, but it is not clear from the outside which of these are fixed cost 
reductions. 

Please explain how the reduction of the break-even point shown on page 24 is being carried out as 
planned and what progress is being made. This is the first point. 

Then there's page 14. Regarding the Exurban project, it is still in the Pre-FS stage, but I have the 
impression that the investment of US$350 million is unexpectedly large for an E-Scrap project in the 
region, but how will this US$350 million be spent? 
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Please explain to us how you are thinking about economic rationality and how you plan to make 
money from your business.  

Takayanagi [A]: Thank you for your question. I would like to talk about the first break-even point. We 
are now looking at this for each of our businesses. For example, in the case of the Copper & Copper 
Alloy business, there is a certain break-even point that we have assumed in the FY2031 Strategy, 
but we are now at a level slightly below that level. 

However, if you look at the Copper & Copper Alloy business, for example, if you look at operating 
income and ordinary income, the numbers are quite low. 

The bottom line is that the break-even point that we had in the FY2031 Strategy is not profitable in 
today's market, so we have decided to lower the break-even point even further, and we are working 
on concrete measures to implement them. 

As for the overall break-even point, marginal profit has been decreasing. Naturally, sales are 
decreasing, so marginal profit is decreasing. In response to this, we need to reduce fixed costs a little 
more, but I feel that this is still not enough. We will continue to take various measures in this area. 
That is all for the break-even point. 

Ono [A]: Regarding your second question, the Exurban project, it is still in the Pre-FS stage, so I 
think it is too early to say what will happen with these numbers. 

The question of how to scale the plant, how much can be collected, and how much processing is 
most feasible, has not yet been fully explored. 

We are currently conducting experiments at a certain location to determine what kind of treatment 
process and what type of furnace is best suited for this purpose. 

In such a situation, I believe that the monetary accuracy will increase as it is finalized as a 
methodology. 

Of course, land acquisition is also a part of this process, so it is necessary to make decisions from 
various perspectives, taking into consideration such factors as future expansion.  

Participant [Q]: I understand very well. As for Exurban, I would like you to summarize the main 
concept. Basically, your company procures and collects E-Scrap from overseas, brings it to Japan, 
and then brings it to Naoshima and Onahama Smelters & Refineries. 

However, on the other hand, there is also the possibility that Japan may not be able to bring such 
things to Japan because of the nationalism of pure resources, and I think there are both aspects: the 
circulation of resources within the region will lead to the circulation of the economy within the region. 

For your company, is it better to bring as much as possible to Onahama and Naoshima? Or is the 
part about suddenly circulating the product locally also in the direction of increasing profits from it, 
when considered as a whole? What is the general idea of the concept? 

Ono [A]: It is difficult to say whether our smelters in Japan can produce electrolytic copper from 100% 
recycled materials, as we are trying to do here in Exurban, for example. 

If so, the current target is to process 240,000 tons by FY2031, but it is difficult to say whether this will 
be doubled or tripled in the future. Somewhere, there would still be an upper limit. 

This means that Japan can only handle a fraction of the amount of E-Scrap that is generated around 
the world. Although, we don’t intend to end here. For example, in Europe, the amount of E-Scrap 
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generated far exceeds the amount of processing within the E-Scrap area. That is why we have been 
able to collect them in the Netherlands and bring them to Japan. 

We still see it as a plant to process the E-Scrap itself, and if we develop such technology, it will not 
be necessary to bring everything to Japan. 

What I just said is that there is an upper limit to the amount of smelting that can be processed in 
Japan, and there is also business potential outside of Japan for smelting. 

Participant [M]: I understand very well. Thank you very much. 

 

Participant [Q]: This is related to the question earlier, but I wonder if the processing of metal slime 
may be affected by the mining law in Indonesia, which may affect the processing of metal slime in 
Naoshima Smelter & Refinery, in addition to the change in the scheme in the P.T. Smelting. 

I think that precious metals have contributed a certain amount to the profitability of this business in 
the past, but how do you see the impact of this change as a risk scenario within the scope of the 
FY2031 Strategy, and how will you incorporate it? 

I think it will be a combination with the modifications from E-Scrap, but will the total balance be in a 
positive direction? Could this be a more than compensating scenario? The first point is that I would 
appreciate an explanation of the material balance in this area. 

Secondly, I would like to see these recycling efforts come to the forefront and be quantified more in 
conjunction with CO2 reduction and social and environmental contributions under the theme of 
sustainability. 

I think it is not only about Scope 1 and 2, but also about how to relate to Scope 3. However, if you 
have any thoughts on the potential for further understanding and contribution to these areas, please 
let us know.  

Ono [A]: Thank you very much. You brought up the connection with P.T. Smelting, but right now, the 
slime is actually coming to a bit of a halt from the P.T. Smelting. 

This depends on the relationship with the Indonesian government and their way of thinking, but 
basically, this is something that is well within our expectation, and we believe that recovering precious 
metals contained in slime from P.T. Smelting is not the only way to extract precious metals at our 
smelters. 

In other words, this is why E-Scrap is being used as a raw material in the copper smelting process to 
recover the metals contained in it. 

Then, on the other hand, there is also a possibility that the Exurban project, for example, could deal 
with slime. This is not yet clear, but it is possible. 

I think it is still unknown whether the plant will be able to process all of the E-Scrap material when it 
is made 100% through regional circulation. 

If this is the case, there is a possibility that not only the scrap plants in each of our related areas, but 
also other areas, will have residuals that will have to be brought to the smelter in the end. However, 
I don't think we are at the stage yet where we can give a definite answer as to what kind and how 
much here. 
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As for the relationship between recycling efforts, decarbonization, and CFPs, for example, as I 
mentioned earlier, when all the E-Scrap is brought to Japan, the samples are not, but the actual 
products are transported by ship. While such a situation is acceptable in some cases, I think it is also 
necessary to make efforts to reduce the CFP in Scope 3 by reducing the transportation of such 
materials as much as possible. 

This is not limited to E-Scrap. For example, in the recycling of tungsten, I think that it is necessary to 
process items sold to European customers in Europe without bringing them back to Japan, as much 
as possible. 

I believe that such a thing will allow us to properly express the CFP associated with the business of 
resource recycling. Or, although it is the desire of everyone to be able to convert this into value again, 
the current situation is that it is difficult to come together even within the respective industries. 

However, in talking with various people recently, it has become clear that the industry needs to work 
together on this issue, and I believe that this will eventually converge in terms of methodology. Please 
provide any additional information on this section. 

Takayanagi [A]: We do not have any particular things to add, but it is certainly very important to 
calculate CFP appropriately. It is actually quite difficult to clearly show how much GHG reduction can 
be achieved in relation to recycling. We are also struggling with this issue, so we would like to continue 
to explore the reference method in more depth.  

[END] 

______________ 
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