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CONSOLIDATED BALANCE SHEETS

TOMEN CORPORATION AND CONSOLIDATED SUBSIDIARIES

March 31, 2003 and 2002

ASSETS Thousands of
Millions of Yen U.S. Dollars
(Note 3)
2003 2002 2003
Current Assets:
Cash and time deposits (Note 5) ¥ 93,964 ¥ 166,569 $ 781,730
Marketable securities (NOte 4) .....cccovvevveriereieieieieeiees 3,624 6,667 30,150
Receivables:
Trade notes and accounts (NOte 5) ......ccoovvvivviviieinnne 315,499 371,552 2,624,784
LOBNS .eiveeeieeeie e 5,727 24,158 47,646
Due from unconsolidated subsidiaries and affiliates ....... 21,631 34,243 179,958
Allowance for doubtful receivables ............ccccovvevieiennene. (16,000) (11,364) (133,111)
Inventories (Note 5) 91,255 178,952 759,193
Other current assets (NOte 11) .....oooveeeiriieieieieieeeieee 33,151 55,299 275,799
Total Current ASSEES ....cevevvveivieicrie e 548,851 826,076 4,566,149
Investments and Long-Term Receivables:
Investments in securities and other
investments (Notes 4 and 5) .......cccoeveevieineinencine 104,979 155,379 873,369
Investments in and advances to
unconsolidated subsidiaries and affiliates ...........ccccoenes 61,237 85,708 509,459
Long-term loans and trade receivables (Note 5) ................. 111,237 125,049 925,433
Allowance for doubtful receivables ............ccoocvviniincnne (47,460) (60,936) (394,842)
Total Investments and Long-Term Receivables .......... 229,993 305,200 1,913,419
Property and Equipment, at Cost (Note 5):
33,459 61,860 278,361
Buildings and StruCtUres ..........cccoevvevierierierierieieeeeeenns 50,577 56,333 420,774
Equipment and fIXTUIES .......coooeiiiieieeceeeee 100,400 118,111 835,274
Property leased t0 Others ..........cccooiieiiieeeeeee 15,402 73,651 128,136
COoNSErUCLION IN PrOGIeSS ...vvevviverireiisieieiesieie e 174 514 1,448
200,012 310,469 1,663,993
Accumulated depreciation ............cccoeveeieieiiniiniieee (84,351) (87,028) (701,755)
Net Property and Equipment 115,661 223,441 962,238
Deferred Tax Assets (NOte 11) .occoovveeieieeiieieieieieeenne 26,723 53,887 222,321
OLNEI ASSEES ...ttt 50,485 39,657 420,008
¥ 971,713 ¥1,448,261 $8,084,135

See accompanying Notes to Consolidated Financial Statements.




LIABILITIES AND STOCKHOLDERS’ EQUITY

Thousands of

Millions of Yen U.S. Dollars
(Note 3)
2003 2002 2003
Current Liabilities:
Short-term loans (Notes 5 and 6) ........cccoevveervveneciicinnenn, ¥ 436,105 ¥ 734,570 $ 3,628,162
Current portion of long-term debt (Notes 5 and 6) ........... 100,897 116,121 839,409
Payables:
Trade notes, acceptances and accounts ...........ccocceeeeeneae 199,226 220,987 1,657,454
Due to unconsolidated subsidiaries and affiliates ........... 6,973 9,468 58,012
Advances and deposits from CUSLOMErS .........c.coeervrirennnne 10,519 13,570 87,512
ACCrUEd INCOME TAXES ..eveveviieeeieeie e 5,834 5,062 48,536
Other current liabilities (Note 11) .....coovevvieiiviiiicecii, 25,755 38,305 214,268
Total Current Liabilities .........cocvvveiiiiiiiiiiiee e 785,309 1,138,083 6,533,353
Long-Term Liabilities:
Long-term debt (Notes 5and 6) ........cccoovvvrineiiiinennnn, 122,875 261,356 1,022,255
Accrued retirement benefits (Note 14) ... 7,109 6,226 59,143
Other long-term liabilities (Note 11) ....c.cccoveviicieeiinnn, 6,985 11,734 58,111
Total Long-Term Liabilities .........ccocoovrineniiiniennnn, 136,969 279,316 1,139,509
Minority Interests in Consolidated Subsidiaries .................. 35,573 26,199 295,948
Contingent Liabilities (Note 12)
Stockholders’ Equity:
Preferred stock:
Authorized:
400,000,000 shares
Issued and outstanding:
144,000,000 shares at March 31, 2003 ..........cc.cenee. 36,000 — 299,501
Common stock:
Authorized:
2,000,000,000 shares
Issued
637,649,645 shares at March 31, 2003 and 2002 ....... 32,185 32,185 267,762
Capital surplus (NOte 7) ..ocveiiiiicicecece e 51,443 15,443 427,978
Accumulated defiCit ..o (70,344) (3,611) (585,224)
Net unrealized losses on investments in securities .............. (4,845) (16,235) (40,308)
Foreign currency translation adjustments ..............cc.coc..... (30,252) (23,106) (251,680)
Common stock in treasury, at cost:
2,287 thousand shares at March 31, 2003 and 1,606
thousand at March 31, 2002 .........ccccccvevviiiiiiiieennne, (325) (13) (2,704)
Total Stockholders’ EQUILY ........ccccovverininenciinience, 13,862 4,663 115,325
¥ 971,713 ¥1,448,261 $ 8,084,135
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CONSOLIDATED STATEMENTS OF INCOME

TOMEN CORPORATION AND CONSOLIDATED SUBSIDIARIES

For the years ended March 31, 2003, 2002 and 2001

Thousands of

Millions of Yen U.S. Dollars
(Note 3)
2003 2002 2001 2003
Total Trading Transactions (Notes 9 and 10) .... ¥ 2,082,898 ¥2,384,848 ¥2 516,523 $17,328,602
Gross Trading Profit ..o 113,122 117,593 121,718 941,115
Selling, General & Administrative Expenses ..... 87,461 92,395 86,863 727,629
Operating Income (Note 9) .......ccoveviiiiiiienns 25,661 25,198 34,855 213,486
Other Income (Expenses):
INTErest INCOME ...oevvveiiiiciiiee e 8,609 12,166 18,863 71,622
Dividend INCOME ......ccoeviiiiiicecieeee 1,033 1,332 2,607 8,594
INtErest EXPENSE ....oveverveieerieiirie e (23,808) (31,751) (41,405) (198,070)
Equity in earnings of unconsolidated
subsidiaries and affiliated companies ............ 3,728 4,872 4,149 31,015
Gain on sales of investments in securities ........ 13,465 11,224 46,167 112,022
Debt forgiveness gain ..........c.ccoovveririeneinnienn 110,000 — — 915,141
Gain on extinguishment of debt 13,417 — 32,197 111,622
Impaired loss on property and equipment ....... (2,279) — (8,827) (18,960)
Loss on sales of investments in securities and
other iNVeStMeNts .........cccccooveiiiiienicc (9,249) (5,884) (4,997) (76,947)
Loss on valuation of investments in securities ... (28,037) (5,008) (12,662) (233,253)
Provision for impaired receivables .................. (8,174) (6,395) (30,018) (68,003)
Loss on disposal of investments in and advances
to unconsolidated subsidiaries and affiliates ... (7,608) (681) (19,034) (63,294)
Loss on valuation of real estate for sale ............ (5,920) — — (49,251)
Loss on business restructuring (Note 18) ........ (113,453) — — (943,869)
Other, NBL ... (5,461) 11,156 2,819 (45,433)
TOtAl oo (53,737) (8,969) (10,141) (447,064)
Income (Loss) before Income Taxes and
Minority INterests ........ccoocovveriiiicieiicees (28,076) 16,229 24,714 (233,578)
Income Taxes:
CUITENT i 9,623 7,033 10,234 80,058
DEferred .....ccovivieiririeieiiisect e 26,378 3,014 2,156 219,451
36,001 10,047 12,390 299,509
Income (Loss) before Minority Interests ........... (64,077) 6,182 12,324 (533,087)
Minority Interests (2,893) (1,471) (2,227) (24,068)
Net Income (Loss) ¥ (66,970) ¥ 4,711 ¥ 10,097 $ (557,155)
Yen U.S. Cents
Net income (loss) per share (Note 16) ................... ¥ (105.58) ¥ 739 ¥ 16.70 ¢ (87.84)

See accompanying Notes to Consolidated Financial Statements.




CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

TOMEN CORPORATION AND CONSOLIDATED SUBSIDIARIES

For the years ended March 31, 2003, 2002 and 2001

Thousands of
Millions of Yen U.S. Dollars
(Note 3)
2003 2002 2001 2003
Preferred Stock:
Beginning balance ..........ccooeovveveieicie — — — —
SEOCK SSUANCE .vvvveveieeeeeeeieceeeeee e ¥ 36,000 — — $ 299,501
Ending balance ........ccccooevveiiiiineece e ¥ 36,000 — — $ 299,501
Common Stock:
Beginning balance ¥ 32,185 ¥ 32,185 ¥ 49,780 $ 267,762
Capital reduction — — (33,038) —
STOCK ISSUANCE ..evvvvieiieiiieiieieeie e — — 15,443 —
Ending balance ........cccccoevveviiieneece e ¥ 32,185 ¥ 32,185 ¥ 32,185 $ 267,762
Capital Surplus:
Beginning balance ..........ccooviviiiiiiiie ¥ 15,443 ¥ 15,443 ¥ 44,996 $ 128,477
Disposition of capital SUrplus ..........ccccceervernnee. — — (44,996) —
STOCK ISSUANGCE ..cvveiveeeviieceieieeeieeie et 36,000 — 15,443 299,501
Ending balance ..........cocovvecciiiie ¥ 51,443 ¥ 15,443 ¥ 15,443 $ 427,978
Accumulated Deficit:
Beginning balance ... ¥ (3,611) ¥ (5,866) ¥(94,282) $ (30,041)
Reduction of capital without compensation ......... — — 33,038 —
Transfer from capital SUrplus ............cccooeevinne. — — 44,996 —
Net inCOME (10SS) ..v.vvvvveiveieiriiicees e (66,970) 4,711 10,097 (557,155)
BONUSES 0 direCtOrs ......c.cevvvveveireieierrrcreeenrenne (25) (28) (18) (208)
Effect of changes in scope of consolidation .......... 42 (61) 943 350
Effect of changes in accounting for marketable
securities, Net Of TaX .......cccevvviriciinicceens — (475) 115 —
OTher oo 220 (1,892) (755) 1,830
Ending balance ... ¥ (70,344) ¥ (3,611) ¥ (5,866) $ (585,224)
Net Unrealized Gains (Losses) on Investments in
Securities:
Beginning balance ...........c.cccooveiciiiiinin, ¥ (16,235) ¥ 66 — $ (135,067)
Net unrealized gains (I0SSES) .........ccvvvrvrvrriviririnnes 11,390 (16,301) ¥ 66 94,759
Ending balance ..........cooveevninccii ¥ (4,845) ¥(16,235) ¥ 66 $ (40,308)
Foreign Currency Translation Adjustments:
Beginning balance ...........ccccccoooviviiniicnin, ¥ (23,106) ¥(33,549) — $(192,230)
MOVEMENT ..o (7,146) 10,443 ¥(33,549) (59,450)
Ending balance ... ¥ (30,252) ¥(23,106) ¥(33,549) $ (251,680)
Treasury Stock:
Beginning balance ..., ¥ (13) ¥ (1) ¥ (1) $ (108)
Sales/(Purchase), Net .......c.cocoveeevnricrnrnneenns (312) (12) — (2,596)
Ending balance ... ¥ (325) ¥ (13) ¥ (1) $  (2,704)

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CAsH FLows
TOMEN CORPORATION AND CONSOLIDATED SUBSIDIARIES

For the years ended March 31, 2003, 2002 and 2001

Thousands of

Millions of Yen U.S. Dollars
(Note 3)
2003 2002 2001 2003
Cash Flows from Operating Activities:
Income (loss) before income taxes and minority interests ...... ¥ (28,076) ¥ 16,229 ¥ 24714 $(233,578)
Adjustments to reconcile income (loss) before income
taxes and minority interests to net cash provided
by operating activities:
Depreciation and amortization ...........ccccccovvenvinncnne, 9,979 11,882 10,903 83,020
Provision for impaired receivables ...........ccccoceovviriiennene 17,064 4,057 (2,197) 141,963
Equity in earnings of unconsolidated
subsidiaries and affiliates .........cccoveierirreierseieresseenns (3,728) (4,872) (4,149) (31,015)
Impaired loss on property and equipment . 2,279 — 8,827 18,960
Gain on sales of investments in securities ..... (4,087) (4,466) (44,756) (34,002)
Loss on valuation of investments in securities 28,037 5,008 12,662 233,253
Interest and dividend income ...........cccceeune (9,642) (13,499) (21,470) (80,216)
Interest eXpense ... 23,808 31,751 41,405 198,070
Debt forgiveness gai (110,000) — — (915,141)
Gain on extinguishment of debt . (13,417) — (32,197) (111,622)
Loss on business restructuring .... . 113,453 — — 943,869
OFNEN oot 9,482 13,504 (8,189) 78,884
Decrease in trade receivables ...........cocvevvevviivciciierien 38,864 84,798 73,740 323,328
Decrease in inventories ........ 13,617 19,139 7,635 113,286
Decrease in trade payable . (9,532) (54,956) (49,306) (79,301)
Decrease (increase) in short-term loan receivables .............. 28,873 (6,032) 30,672 240,208
Interest and dividend received ...........cocoeveciniineineiceinns 9,883 8,611 14,052 82,221
Interest paid ..........cccovvrveennen. (23,449) (29,499) (35,661) (195,083)
Income taxes paid (9,636) (8,101) (6,919) (80,166)
Other, NEt .....cevericececec e . (2,470) (1,882) 28,637 (20,549)
Net cash provided by operating activities ...........c.c.c..... 81,302 71,672 48,403 676,389
Cash Flows from Investing Activities:
Proceeds from sales of
property and eqUIPMENT .......c.ccoevriviiriniirii e 37,961 2,869 9,533 315,815
Purchase of property and equipment (3,074) (11,296) (11,133) (25,574)
Purchase of intangible assets ..........ccccoceeenene. (15,574) — — (129,567)
Proceeds from sales of investments in securities . 15,018 23,761 83,081 124,942
Purchase of investments in SECUNIIes .........cccocovrrrreriennene. (9,667) (15,728) (58,274) (80,424)
Decrease in long-term loans and other investments, net ......... — 18,751 30,358 —
Collection of long-term 10ans ...........ccceoevvrneieninninns 8,768 — — 72,945
Collection of other investments . 18,009 — — 149,825
Decrease (increase) in time deposits, Net ..........cccoceeevvrrcenne 27,834 2,061 (31,887) 231,564
Oher, NBL ..o 2,966 5,972 14,285 24,676
Net cash provided by investing activities ...................... 82,241 26,390 35,963 684,202
Cash Flows from Financing Activities:
Proceeds from long-term debt .. 52,318 29,563 55,876 435,258
Repayment of long-term debt ................ (163,510) (102,801) (200,969) (1,360,316)
Increase (decrease) in short-term debt, net ..... (165,616) (12,877) 4,043 (1,377,837)
Cash dividends paid to minority stockholders (352) (316) (313) (2,928)
Proceeds from stock issuance ............cccoeeeene. 72,000 — 30,886 599,001
Other, Net .....coviviicc e . 2,420 252 5,906 20,133
Net cash used in financing activities .............ccccoeveeene. (202,740) (86,179) (104,571) (1,686,689)
Effect of Exchange Rate Changes on Cash and
Cash EqQUIVaIENTS ... (7,331) 5,705 4,907 (60,990)
Net Increase (Decrease) in Cash and Cash Equivalents . . (46,528) 17,588 (15,298) (387,088)
Cash and Cash Equivalents at Beginning of Year .................... 140,291 124,476 140,941 1,167,146
Net Increase (Decrease) in Cash and Cash Equivalents
with Changes in Scope of Consolidation ............ccccoceeevnnae 165 (1,773) (1,167) 1,373
Cash and Cash Equivalents at End of Year (Note 15) ............... ¥ 93,928 ¥140,291 ¥124,476 $ 781,431

See accompanying Notes to Consolidated Financial Statements.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
TOMEN CORPORATION AND CONSOLIDATED SUBSIDIARIES

1. Basis of Presenting Consolidated Financial Statements

The accompanying consolidated financial statements have been prepared based on the accounts
maintained by TOMEN CORPORATION (the “Company”) and its consolidated subsidiaries in
accordance with the provisions set forth in the Commercial Code of Japan and the Securities and
Exchange Law, and in conformity with accounting principles and practices generally accepted in
Japan, which are different in certain respects from the application and disclosure requirements of
International Accounting Standards or accounting principles generally accepted in the United
States of America. Overseas subsidiaries maintain their records in conformity with accounting
principles generally accepted in their respective countries. In general, no adjustments to the
account of overseas consolidated subsidiaries have been reflected in the accompanying consolidat-
ed financial statements to present them in compliance with Japanese accounting principles and
practices followed by the Company.

Certain items presented in the consolidated financial statements submitted to the Director of
Kanto Finance Bureau in Japan have been reclassified in these accounts for the convenience of
readers outside Japan.

The consolidated financial statements are not intended to present the consolidated financial posi-
tion, results of operations and cash flows in accordance with accounting principles and practices
generally accepted in countries and jurisdictions other than Japan.

2. Summary of Significant Accounting Policies

Principles of Consolidation:
The consolidated financial statements include the accounts of the Company and its significant sub-
sidiaries (the “Companies”) over which the Company has ability of control through its voting right
or certain conditions. All significant intercompany accounts and transactions have been eliminated in
consolidation.

Investments in significant affiliates over which the Company has ability to exercise significant influ-
ence over operating and financial policies of the investee, are accounted for the equity method.

The difference between the cost of the Companies’ investments in subsidiaries and affiliates and
the equity in the fair value of their net assets at the dates of acquisition is, with minor exceptions,
being amortized over a period of five to fifteen years.

Certain subsidiaries and affiliates use a fiscal year ending on or after December 31, but prior
to the Company’s fiscal year-end of March 31. Material differences in intercompany transac-
tions and accounts arising from the use of the different fiscal year-ends are appropriately adjusted
in consolidation.

Cash and Cash Equivalents:
Cash and cash equivalents include marketable securities and time deposits with original maturities
of three months or less.

Translation of Foreign Currencies:

Effective April 1, 2000, the Company and its domestic consolidated subsidiaries adopted
“Accounting Standard for Foreign Currency Transactions,” which was issued by the Business
Accounting Deliberation Council.

Current and non current assets and liabilities denominated in foreign currencies are translated
into Japanese yen at the exchange rate in effect at each fiscal year-ends and the translation gains
and losses are included in income.

All assets, liabilities, revenue and expenses in the financial statements of overseas subsidiaries
and affiliates are translated into Japanese yen at the current exchange rate of the respective fiscal
year-end and stockholders’ equity are translated at the historical rates. The resulting foreign cur-
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rency translation adjustments are shown as a separate component of stockholders’ equity, net of
minority interests.

Inventories:
Inventories, consisting of commaodities and merchandise, are stated at cost, using principally the
first-in, first-out method.

Marketable Securities and Investments in Securities:

Effective April 1, 2000, the Company and its domestic consolidated subsidiaries adopted
“Accounting Standard for Financial Instruments”, which was issued by the Business Accounting
Deliberation Council.

Marketable securities and investments in securities are classified and accounted for as follows;

(a) Trading securities are stated at fair market value. Gains and losses realized on sales or disposal
and unrealized gains and losses from market value fluctuations are recognized as gains or losses in
the period of the fluctuation.

(b) Other securities are carried at fair market value, with the unrealized holding gains and losses,
net of tax, reported as a separate component of stockholders’ equity. For the purpose of
computing realized gains and losses, the cost of these securities is determined by the moving
average method.

Other securities that do not have readily determinable fair market value are recorded at cost,
being determined by the moving average method.

Depreciation:
Property and equipment are stated at cost. Depreciation of property and equipment is computed
principally by the declining balance method over the estimated useful lives of the assets, except that
foreign consolidated subsidiaries compute depreciation by the straight-line method.
The principal estimated useful lives for calculating depreciation are as follows:
Building 7 to 50 years
Equipment and fixture 12 to 17 years

Internal-use Software Costs:
The Company and its consolidated subsidiaries include internal-use software in “Other Assets” and
amortize it by the straight-line method over the estimated useful life within seven years.

Deferred Charges:

Deferred charges of domestic consolidated subsidiaries are amortized over the periods stipulated by
the Commercial Code on a straight-line basis. Those of foreign consolidated subsidiaries are amor-
tized over the periods determined in conformity with accounting principles generally accepted in
their respective countries on a straight-line basis.

Allowance for Doubtful Receivables:

Allowance for doubtful receivables is provided for possible losses on collection of trade, loan and
other receivables. In general, the amount of allowance is determined based on the past loss experi-
ence. For receivables from debtors at risk of bankruptcy and legally or substantially bankrupt
debtors, the allowance is provided for individually estimated unrecoverable amounts.

Accrued Retirement Benefits:

Accrued Retirement Benefits are provided for the payment of employees’ retirement benefits, and
represent the required amount derived from estimated retirement benefit obligation less estimated
pension assets at the end of the fiscal year.

Unrecognized net transition obligation at the date of adopting new accounting standard is
charged to income on a straight-line basis mainly over 11 years (5-15 years in case of some consoli-
dated subsidiaries).

Unrecognized prior service cost is amortized and charged to income on a straight-line basis over a
constant period of years (mainly 5 years), which does not exceed the average remaining service years
of employees at the end of the fiscal year when it is incurred. This amortization is started from the
year when the cost is incurred.



Unrecognized actuarial difference is amortized and charged to income on a straight-line basis
over a constant period of years (mainly 11 years), which does not exceed the average remaining ser-
vice years of employees at the end of the fiscal year when the actuarial difference is incurred. This
amortization is started from the following year after the difference is incurred.

Total Trading Transactions and Gross Trading Profit:
As general trading companies, the Company and certain of its consolidated subsidiaries act either as
principal or agent in trading transactions. Total trading transactions represent the sales value of all
those transactions in which the Company participates, whether as principal or agent.

Gross trading profit consists of gross margin (sales, less cost of sales) on principal transactions,
and commissions on agency transactions.

Research and Development Costs:

Research and development costs are charged to expense when incurred. Research and development
costs for the years ended March 31, 2003, 2002 and 2001 were ¥1,667 million ($13,869 thou-
sand), ¥2,075 million and ¥1,021 million, respectively.

Income Taxes:

Deferred tax assets and liabilities are recognized based on the difference between the carrying
amounts in the financial statements and the tax bases of assets and liabilities using enacted statu-
tory income tax rates in effect at the balance sheet dates.

Lease Transactions:

Accounting procedures for finance lease transactions other than those in which the ownership rights
to the leased property will be transferred to the lessees, conform to the method related to operating
lease transactions.

Derivatives and Hedge Accounting:

The Companies use derivative instruments, in the normal course of business, which primarily comprise
of forward exchange contracts, currency option contracts, currency swap contracts, interest rate swap
contracts and security and commodity future contracts to reduce its exposure to market risks from fluc-
tuations in foreign exchange rates, interest rates and security and commaodity prices. The Companies do
not use derivative instruments for trading or speculative purposes, except for using derivative instru-
ments for trading purpose within the limited amount to earn short-term profit.

The Companies do not use derivative instruments with highly fluctuation of the fair value corre-
sponding to the change in the fair value of the hedged transactions. Also the Companies minimize
credit risk associated with the derivative instruments by entering into such transactions with credit-
worthy financial institutions.

Derivative instruments are stated at fair value. If derivative instruments meet certain hedging crite-
ria, the Companies defer the recognition of gains or losses until the hedged transactions occur.

Net Income per Share:

Effective April 1, 2002, the Company adopted “Accounting Standard for Earnings Per Share” and
“Guideline for the Accounting Standard for Earnings Per Share” issued by the Accounting
Standards Board of Japan. The computation of basic net income per share is based upon the weight-
ed average number of shares of common stock outstanding during each period. The computation of
diluted net income per share is based upon the weighted average number of shares of common stock
outstanding during each period after consideration of dilutive effect of common stock equivalents
which include warrants and convertible bonds.

3. United States Dollar Amounts

Amounts in U.S. dollars are included solely for the convenience of readers outside Japan. The rate of
¥120.2=U.S. $1, the approximate rate of exchange prevailing at March 31, 2003 has been used in
translation. The inclusion of such amounts are not intended to imply that Japanese yen have been or
could be readily converted, realized or settled in U.S. dollars at this rate or any other rates.
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4. Marketable Securities and Investments in Securities

Information regarding each category of the securities classified as trading securities and other securi-
ties at March 31, 2003 and 2002 was as follows:

Millions of Yen
2003 2002
Cost  Unrealized losses Fair value Cost  Unrealized losses Fair value
Securities classified as:
Trading securities ........ ¥ 15 ¥ 41

Other securities for
which market value is
readily determinable:
Equity securities ...... ¥38,656  ¥(3,040) ¥35,616 ¥65,459 ¥(14,589) ¥50,870
Debt securities ......... 3,796 (72) 3,724 4,151 (415) 3,736
Other securities ....... 3,787 (16) 3,771 6,687 Q) 6,686
¥46,239  ¥(3,128) ¥43,111 ¥76,297 ¥(15,005) ¥61,292

Thousands of U.S. Dollars

At March 31, 2003 Cost Unrealized losses  Fair value
Securities classified as:
Trading SECUNLIES ..vuvvvereieeeecereisee e $ 125

Other securities for which market value is
readily determinable:
Equity securities $321,597  $(25,291) $296,306
Debt SECUNTIES ....vvevveeerciceceee e 31,580 (599) 30,981
Other SECUNTIES ...vvviveveveriieierieieeeiee e 31,506 (133) 31,373
$384,683  $(26,023) $358,660

The following securities, which have no readily determinable fair market value, were excluded from
the above presentation at March 31, 2003 and 2002:

Thousands of
Millions of Yen U.S. Dollars

2003 2002 2003

Other securities:
Equity securities (excluding over-the-counter securities)...  ¥27,908 ¥37,075  $232,180
DEDt SECUMTIES ...ttt 2 242 17
................................................................................. ¥27,910  ¥37,317  $232,197

Total sales of other securities sold in the year ended March 31, 2003 amounted to ¥16,060 million
($133,611 thousand) and the related gains and losses amounted to ¥1,111 million ($9,243 thou-
sand) and ¥3,517 million ($29,260 thousand), respectively.

The carrying values by maturity for securities classified as other securities at March 31, 2003 were
as follows:

Thousands of

At March 31, 2003 Millions of Yen ~ U.S. Dollars
DUE IN ONE VAT OF 1855 ....veeeeiiieiiieeie e ¥3,609 $30,025
Due after one year through five Years ...........cccveevveniiiseienseseens 665 5,532
Due after five years through ten Years ..........ccccoeevverniieseienneiesenenes — —
DU GftEr TEN YEAIS ...o.viviiiiieiie e 3,049 25,366

¥7,323 $60,923




5. Pledged Assets

At March 31, 2003 and 2002, the following assets were pledged as collateral for certain obligations
of the Companies.

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003

TIME dEPOSILS ...evvviiiiririere e ¥ 2,062 ¥ 24421 $ 17,155
INVESTMENTES IN SECUTILIES .vvvvvrcveciecteceece e 27,684 68,890 230,316
Trade notes and accounts, receivables ........c.coeevevvevvereennann. 15,137 22,359 125,932
=T o [ 7,760 26,484 64,559
Property and equipment, net book value .............c.ccccceueee. 36,268 165,791 301,730
(@] (g TeT T T] £ 3,017 6,024 25,100
Total ... ¥91,928 ¥313,969  $764,792

6. Short-term Loans and Long-term Debt

The average annual interest rates applicable to short-term loans outstanding at March 31, 2003 and
2002 were 1.75% and 1.68%, respectively.
Long-term debt at March 31, 2003 and 2002 was as follows:

Thousands of
Millions of Yen U.S. Dollars
2003 2002 2003
Yen 2.35% Bonds due 2002 .........ccocvreiiieiineeneeeene — ¥ 10,000 —
Yen 2.00% Mortgage Bonds due 2003 .........ccccecvrvvennnnne. — 150 —
Yen 2.00% Mortgage Bonds due 2003 .........ccccccerveennnnne. — 150 —
Yen 3.00% Bonds due 2004 ..........ccocorviiiiiiinnensenines — 8,200 —
Yen 0.47% Bonds due 2004 .........cccoveveenenineininneenn, ¥ 100 100 $ 832
US$ 7.73% Bonds due 2015 ... — 15,814 —
Yen 0.90% Bonds due 2009 ........ccccoveeeeiieeieiieieieeeiene 200 — 1,664
US$ 6.00% Convertible Bonds due 2009 (First) .............. 1,222 — 10,166
US$ 6.00% Convertible Bonds due 2009 (Second) .......... 1,735 — 14,434
IS LETo U] =T 0T T S 34,722 81,034 288,869
UNSECUred [0ANS .....cvvveeeieieiirieeseees e 185,793 262,029 1,545,699
223,772 377,477 1,861,664
Less CUrrent POItiON .........ccvvvvvveriieiiiriiiseeeeee s (100,897) (116,121) (839,409)
¥122,875 ¥261,356 $1,022,255
The information of convertible bonds with stock acquisition rights is as follows:
Description First Second

Common stock
Zero coupon

Class of shares to be acquired
Issue price of the stock acquisition rights

Common stock
Zero coupon

Issue price (Yen) ¥1,050 ¥1,050
Total amount (¥ millions) 1,222 1,735
Total amount of issued shares due to

exercise of stock acquisition rights — —
Rate of stock acquisition rights (%) 100 100

November 6, 2002 to
September 29, 2009

Exercise period of stock acquisition rights

March 28, 2003 to
September 29, 2009
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Upon exercise of the stock acquisition rights, it shall be deemed that the amounts are fully paid in
lieu of the full redemption of the convertible bonds. And the issue price described above is only a
planned amount.

The average of annual interest rates applicable to long-term debt outstanding at March 31, 2003
and 2002 were 2.91% and 3.25%, respectively.

As is customary in Japan, short-term and long-term bank borrowings are made under general
agreements which provide that additional securities and guarantees for present and future indebted-
ness will be given upon the request of the banks, and that any collateral so provided will be applicable
to all indebtedness due to such banks. In addition, the agreements provide that the banks have the
right to offset cash deposited against short-term and long-term borrowings that become due and, in
case of default and certain other specified events, against all other debt payable to the banks. No such
request has been made to date.

Annual maturities of long-term debt subsequent to March 31, 2003 were as follows:

Thousands of
Years ending March 31, Millions of Yen  U.S. Dollars

¥100,897 $ 839,409
76,153 633,552
20,283 168,744

6,283 52,271
7,167 59,626
12,989 108,062
¥223,772 $1,861,664

7. Stockholders’ Equity

Under the Commercial Code of Japan (the “Code”), the entire amount of the issue price of shares is
required to be accounted for as common stock, although a company may, following a resolution
from its Board of Directors, account for an amount not exceeding one-half of the issue price of the
new shares as capital surplus.

Until September 30, 2001, the Code used to provide that an amount equal to at least 10% of
cash disbursements from retained earnings (dividends and bonuses to members of the Board,
etc.), be appropriated from retained earnings as a legal reserve until the legal reserve equals 25%
of stated capital. This reserve could be used to reduce a deficit or be transferred to stated capital
by appropriate legal procedures. However, effective October 1, 2001, the Code provides that no
further appropriation is required as a legal reserve when the total amount of the legal reserve and
capital surplus together equals 25% or more of stated capital, and that in cases where they do
exceed the 25%, the excess amount may be made available for distribution following a resolution
made by the stockholders.

In addition to the above, the Code provides that all appropriations of retained earnings, except
for interim cash dividends, be approved at an ordinary general stockholders’ meeting. This meeting
is held within three months of the close of the Company’s fiscal year ending March 31. In accor-
dance with customary practice in Japan, appropriations of retained earnings are not accrued in the
financial statements for the year to which they relate, but are recorded in the succeeding fiscal year
after stockholders’ approval has been obtained.

As is customary practice in Japan, the payment of bonuses to directors and corporate auditors is
made out of retained earnings instead of being charged to income for the year and constitutes a part
of the appropriations cited above.



8. Lease Transactions

Finance Leases
Finance leases transactions excluding those in which ownership rights to the leased property would
be transfered to the lessees for the years ended March 31, 2003 and 2002 were as follows:

(Lessee)
The following pro forma amounts represent the acquisition cost, accumulated depreciation, and
net book value of leased assets at March 31, 2003 and 2002.

Millions of Yen
2003 2002

Acquisition  Accumulated Net book Acquisition  Accumulated Net book

cost depreciation value cost depreciation value
Equipment ..... ¥2296  ¥(1,036)  ¥1,260 ¥4401  ¥(2,406)  ¥1,995
Fixture ........... 4,606 (2,788) 1,818 4,944 (3,039) 1,905
Other ............. 32 (23) 9 37 (19) 18
Total ........ ¥6,934  ¥3,847)  ¥3,087 ¥0382  ¥5464)  ¥3918

Thousands of U.S. Dollars

Acquisition  Accumulated Net book

At March 31, 2003 cost depreciation value
EQUIPMENT oo $19,102 $ (8,619) $10,483
Fixture 38,319 (23,195) 15,124
Other ....... 266 (191) 75
Total $57,687  $(32,005)  $25,682

Future minimum lease payments:

Thousands of

Millions of Yen U.S. Dollars

2003 2002 2003
Due WIthin 0Ne YEar ........ccccccvvvniieeeinsneeeeeieiees ¥1,222 ¥1,639 $10,166
Due after 0N YEAr ......cccoovevveeveeeierieieieeere s 1,910 2,450 15,890
TOMAl oo ¥3,132 ¥4,089 $26,056

Annual lease payments excluding sub lease transactions for the years ended March 31, 2003,
2002 and 2001 amounted to ¥1,133 million ($9,426 thousand), ¥1,751million and ¥1,851 mil-
lion, respectively.

Depreciation for the years ended March 31, 2003, 2002 and 2001 amounted to ¥1,133 mil-
lion ($9,426 thousand), ¥1,751million and ¥1,851 million, respectively.

The amount of acquisition costs and future minimum lease payments under finance leases
included the imputed interest expense portion.

Depreciation of the leased assets was calculated by the straight-line method over the respective
lease terms being equal to the expected years of useful life, assuming that the estimated end-of-life
salvage value was zero.

(Lessor)
Future minimum lease payments to be received:

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003
Due Within 0Ne YEar ........cccceeerviiiiireeere e ¥72 ¥158 $599
Due after 0N YEAr ......ccovovevveeeeeierieieieeere s 17 54 141
TOAl v ¥89 ¥212 $740

39



Noncancelable Operating Leases
Future minimum lease payments under agreements classified as operating leases with noncancelable
terms for the years ended March 31, 2003 and 2002 were as follows:

(Lessee)
Future minimum lease payments:

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003
Due Within 0N YEAr .......ccccovvvrvieieeiirerseeee e ¥ 2,190 ¥ 2319 $ 18,220
Due after one year .... .. 12,887 14,754 107,213
TOtAl v ¥15,077  ¥17,073 $125,433
(Lessor)

Future minimum lease payments to be received:

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003
Due Within 0Ne YEar ..........ccccevvveurieveiieeieesieesseens ¥172 ¥153 $1,431
Due after 0N YEar ........coccevrirrieeeeirisseeee e 380 385 3,161
TOHAl oo ¥552 ¥538 $4,592

9. Segment Information

The Company and its consolidated subsidiaries are engaged in diverse activities in a wide range of fields
in Japan and overseas, including the buying and selling of various goods, the provision of financial and
other services, and the planning, coordination and integration of various types of projects.

Information by Operation
Information by operation for the years ended March 31, 2003, 2002 and 2001 was as follows:

Millions of Yen

Chemicals Produce Construction Elimination
& & Textiles Machinery & Others Total or Consolidated

Year ended March 31, 2003 Energy Foodstuffs Real Estate Unallocated

Total Trading Transactions:
Outside customers ¥9078,341 ¥230,473 ¥320,039 ¥459,208 ¥14,613 ¥80,224 ¥2,082,898 — ¥2,082,898
Inter-segment ................. 2,405 114 1,505 1,071 33 4,156 9,284 ¥ (9,284) —
Total .o ¥080,746 ¥230,587 ¥321,544  ¥460,279 ¥14,646 ¥84,380 ¥2,092,182 ¥ (9,284) ¥2,082,898
Operating expenses ............. ¥066,557 ¥223,198 ¥317,260 ¥454,760 ¥15,828 ¥83,140 ¥2,060,743 ¥ (3,506) ¥2,057,237
Operating income (l0ss) ...... 14,189 7,389 4,284 5,519 (1,182) 1,240 31,439 (5,778) 25,661
Total SSets ... 273,925 75,478 88,437 268,750 66,576 56,263 829,429 142,284 971,713
Depreciation ..........cccccoeeeee 3,601 1,707 97 2,179 889 819 9,292 607 9,899
Capital expenditure 15,614 464 30 2,320 18 164 18,610 38 18,648
Millions of Yen

Chemicals Produce Construction Elimination
& Textiles Machinery & Others Total or Consolidated

Year ended March 31, 2002 Energy Foodstuffs Real Estate Unallocated

Total Trading Transactions:

Outside customers .......... ¥1,150,126  ¥266,369  ¥398,011  ¥417,160 ¥ 12,026  ¥141,156 ¥2,384,848 — ¥2,384,848
Inter-segment ................. 3,670 99 1,999 879 43 4,447 11,137 ¥(11,137) —
Total ..o ¥1153,796  ¥266,468  ¥400,010  ¥418,039 ¥ 12,069  ¥145603 ¥2,395985  ¥(11,137) ¥2,384,848
Operating expenses . ¥1143450 ¥257479  ¥394471  ¥413694 ¥ 11605  ¥144011 ¥2,364,710 ¥ (5060) ¥2,359,650
Operating income 10,346 8,989 5,539 4,345 464 1,592 31,275 (6,077) 25,198
Total assets ......ocvrvvrrrrrernnes 279,818 100,043 104,376 368,238 255,299 99,288 1,207,062 241,199 1,448,261
Depreciation ...........ccccooeee. 3,058 1,951 106 2,772 702 841 9,430 651 10,081

Capital expenditure ............. 2,668 802 28 7,048 583 183 11,312 894 12,206



Millions of Yen

Chemicals Produce Construction Elimination
& & Textiles Machinery & Others Total or Consolidated

Year ended March 31, 2001 Energy Foodstuffs Real Estate Unallocated

Total Trading Transactions:
Outside customers .......... ¥1,105519 ¥243,664 ¥422863 ¥399595 ¥ 45889 ¥298,993 ¥2 516,523 — ¥2516,523
Inter-segment ................. 3,302 25 1,026 1,316 54 6,915 12,638 ¥ (12,638) —
Total oo ¥1,108,821 ¥243,689 ¥423889 ¥400911 ¥ 450943 ¥305908 ¥2529,161 ¥ (12,638) ¥2,516,523
Operating eXpenses ............. ¥1,089,625 ¥235742 ¥418217 ¥396,589 ¥ 45663 ¥302,610 ¥2,488446 ¥ (6,778) ¥2,481,668
Operating income ............... 19,196 7,947 5,672 4,322 280 3,298 40,715 (5,860) 34,855
Total assets ... 257,029 108,511 117,657 395,154 231,983 130,202 1,240,536 310,729 1,551,265
Depreciation 2,467 2,078 239 2,021 613 1,355 8,773 893 9,666
Capital expenditure ............. 1,187 611 65 1,914 5,630 162 9,569 1,564 11,133
Thousands of U.S. Dollars

Chemicals Produce Construction Elimination
& & Textiles Machinery & Others Total or Consolidated

Year ended March 31, 2003 Energy Foodstuffs Real Estate Unallocated

Total Trading Transactions:

Outside customers .......... $8,139,276 $1,917,413 $2,662,554 $3,820,366 $121572 $667,421 $17,328,602 — $17,328,602
Inter-segment ................. 20,008 948 12,521 8,910 275 34,576 77238 $ (77,238) —
Total .o $8,159,284 $1,918,361 $2,675075 $3,829276 $121,847 $701,997 $17,405840 $ (77,238) $17,328,602
Operating eXpenses ............. $8,041,239 $1,856,888 $2,639,434 $3,783,361 $131,681 $691,681 $17,144,284 $ (29,168) $17,115,116
Operating income (loss) ..... 118,045 61,473 35,641 45,915 (9,834) 10,316 261,556 (48,070) 213,486
Total SSEtS ..ovvvvevcriiienes 2,278,910 627,937 735,749 2,235,857 553,877 468,078 6,900,408 1,183,727 8,084,135
Depreciation .........c.ccooeeeee 29,958 14,201 807 18,128 7,396 6,814 77,304 5,050 82,354
Capital expenditure ............. 129,900 3,860 250 19,301 150 1,364 154,825 316 155,141

Notes: (1) Unallocated operating expenses included in the column “Elimination or Unallocated” amount to ¥5,797 million ($48,228
thousand), ¥6,135 million and ¥5,839 million for the years ended March 31, 2003, 2002 and 2001, respectively. Major items
include expense, relating to administrative operations.

(2) Unallocated corporate assets included in the column “Elimination or Unallocated” amount to ¥144,041 million ($1,198,344
thousand), ¥261,584 million and ¥321,276 million for the years ended March 31, 2003, 2002 and 2001, respectively. Major
items are cash, deposits and securities pertaining to financial activities.

Information by Geographic Area
Information by geographic area for the years ended March 31, 2003, 2002 and 2001 was as follows:

Millions of Yen

Elimination
Japan North America Europe Asia/Oceania Others Total or Consolidated
Year ended March 31, 2003 Unallocated
Total Trading Transactions:
Outside customers ............... ¥1,830,708 ¥ 65,971 ¥32,049 ¥141,593 ¥12,577 ¥2,082,898 — ¥2,082,898
Inter-segment .........cccccoevnen 72,670 63,417 6,083 25,944 273 168,387 ¥(168,387) —
Total ..o ¥1,903,378  ¥129,388 ¥38,132 ¥167,537 ¥12,850 ¥2,251,285 ¥(168,387)  ¥2,082,898
Operating eXpenses .................. ¥1,881,505  ¥132,676 ¥36,690 ¥163,878 ¥10,855 ¥2,225,604 ¥(168,367)  ¥2,057,237
Operating income (l0ss) ............ 21,873 (3,288) 1,442 3,659 1,995 25,681 (20) 25,661
Total 8SSEtS ..ovvveveecreiereiriennes 884,481 136,667 42,054 106,440 28,606 1,198,248 (226,535) 971,713
Millions of Yen
Elimination
Japan North America Europe Asia/Oceania Others Total or Consolidated
Year ended March 31, 2002 Unallocated
Total Trading Transactions:

Outside customers .. ¥2,109,599 ¥ 88,196 ¥33,572 ¥137,409 ¥16,072 ¥2,384,848 —_ ¥2,384,848
Inter-segment ............cccoee.ee. 43,852 68,292 10,494 23,960 341 146,939 ¥(146,939) —
Total o ¥2,153,451 ¥156,488 ¥44,066 ¥161,369 ¥16,413 ¥2,531,787 ¥(146,939) ¥2,384,848
Operating eXpenses .................. ¥2,134,080 ¥157,290 ¥41,750 ¥160,384 ¥13,151 ¥2,506,655 ¥(147,005) ¥2,359,650
Operating income (10sS) ............ 19,371 (802) 2,316 985 3,262 25,132 66 25,198
Total SSEtS ....ovvvervvriieiiririeinns 1,244,882 185,068 86,893 121,436 45,873 1,684,152 (235,891) 1,448,261
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Millions of Yen

Elimination
Japan North America Europe Asia/Oceania Others Total or Consolidated
Year ended March 31, 2001 Unallocated
Total Trading Transactions:
Outside customers ............... ¥2,248,772 ¥ 90,330 ¥20,798 ¥144,692 ¥11,931 ¥2,516,523 —_ ¥2,516,523
36,381 69,447 9,621 27,963 176 143,588 ¥(143,588) —
¥2,285,153 ¥159,777 ¥30,419 ¥172,655 ¥12,107 ¥2,660,111 ¥(143,588) ¥2,516,523
Operating expenses ............c..... ¥2,258,966 ¥157,756 ¥32,438 ¥165,548 ¥10,456 ¥2,625,164 ¥(143,496) ¥2,481,668
Operating income (l0Ss) ............ 26,187 2,021 (2,019) 7,107 1,651 34,947 92) 34,855
Total Assets . 1,344,391 172,487 83,842 107,993 37,270 1,745,983 (194,718) 1,551,265
Thousands of U.S. Dollars
Elimination
Japan North America Europe Asia/Oceania Others Total or Consolidated
Year ended March 31, 2003 Unallocated
Total Trading Transactions:

Outside customers .............. $15,230,516 $ 548,843  $266,631 $1,177,978  $104,634 $17,328,602 $17,328,602
604,576 527,596 50,607 215,840 2,271 1,400,890  $(1,400,890) —
$15,835,092 $1,076,439  $317,238 $1,393,818  $106,905 $18,729,492  $(1,400,890) $17,328,602
Operating eXpenses ...........c...... $15,653,120 $1,103,793  $305,241 $1,363,378  $ 90,308 $18,515,840  $(1,400,724) $17,115,116
Operating income (l0s9) ............ 181,972 (27,354) 11,997 30,440 16,597 213,652 (166) 213,486
Total assets 7,358,411 1,136,997 349,867 885,524 237,987 9,968,786 (1,884,651) 8,084,135

Overseas Trading Transactions
Overseas trading transactions with outside customers, which represent exports from Japan and offshore
transactions of the Companies for the years ended March 31, 2003, 2002 and 2001 were as follows:

Millions of Yen

2003 2002 2001
A’\rln(:arrti:a Europe Oﬁ:;an/ia Other Total Total Total
Overseas trading transactions
with outside customers ... ¥167,981  ¥214,090 ¥448,112  ¥60,540 ¥890,723  ¥1,085,449  ¥999,872
Percentage of Total Trading
Transactions ..........c.co..... 8.0% 10.3% 21.5% 2.9% 42.7% 45.5% 39.7%
Thousands of U.S. Dollars
2003
A’\rinzrrtiga Europe oﬁ:;anlia Other Total
Overseas trading transactions
with outside customers ....  $1,397,512 $1,781,115 $3,728,053 $503,661 $7,410,341



10. Sales to and Purchases from Unconsolidated Subsidiaries and Affiliates

Sales to and purchases from unconsolidated subsidiaries and affiliates for the years ended March 31,
2003, 2002 and 2001 were as follows:

Thousands of
Millions of Yen U.S. Dollars
2003 2002 2001 2003
SAIES . ¥44,705 ¥54533  ¥68,872 $371,922
PUIChESES .....oveieieicise e 33,265 47,443 51,344 276,747

11. Deferred Taxes

Significant components of deferred tax assets and liabilities at March 31, 2003 and 2002 were as
follows:

Thousands of
Millions of Yen U.S. Dollars
2003 2002 2003
Deferred tax assets:
Allowance for doubtful receivables .............ccccoeevennene. ¥16,326 ¥ 2,699 $ 135,824
Loss on revaluation of investments in

unconsolidated subsidiaries and affiliates .................. 32,260 24,533 268,386
Accrued retirement benefits ..........ccccevevveveiiciccccn, 2,302 2,064 19,151
Unrealized intercompany profit .........cccoceevvivvnininnnn, 481 264 4,002
Unrealized loss on other SeCUrities .........cccocevvvevieieinnans 2,549 4,835 21,206
Loss on revaluation of investments in securities ........... 7,534 2,664 62,679
Operating loss carry forwards ..........cccocevvvvienieiirininnn, 10,877 39,171 90,491
(@] <] S 7,357 15,741 61,206
Gross deferred tax assets ........cccovveveeeevieeeeieiieenenn 79,686 91,971 662,945
Valuation allowance .........cccceeveveeeeeeeeieeeeecececeereaneas (46,654) (27,934) (388,136)

Total deferred tax assets 33,032 64,037 274,809

Deferred tax liabilities:

DEPreCiation .......cccevveveiierieieeee e 1,810 1,703 15,058
Unrealized profit on other securities ...........cc.ccoceevevrnne. 168 794 1,398
OtNEE oo 4,748 7,853 39,501
Gross deferred tax liabilities .........ccocevvvvviiiiirinnnn, 6,726 10,350 55,957
Net deferred tax assets ..........ccovvveevvrreerrerererereinnens ¥26,306  ¥53,687 $218,852

On March 31, 2003, the law governing municipal tax has revised to impose enterprise tax through
“pro forma standard taxation” starting from the fiscal year beginning April 1, 2004. According to
this tax reform act, the enterprise tax rate will decline starting from the fiscal year beginning April 1,
2004. As a result, statutory income tax rate will decline from 40.4% to 39.4%. The newly enacted
tax rate was used in calculating the future expected tax effects of temporary differences to be realized
after April 1, 2004, as of March 31, 2003. Consequently, deferred tax assets (net of deferred tax lia-
bilities) decreased by ¥614 million ($5,108 thousand), and income taxes-deferred and net unreal-
ized holding losses on other securities increased by ¥592 million ($4,925 thousand) and ¥21 million
($175 thousand), respectively.
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Reconciliation of the difference between the statutory income tax rate and the effective income
tax rate for the year ended March 31, 2002 was as follows:

2002
Statutory INCOME TaX FALE .....oiveveiieieieieee e 40.4%
Difference in tax rates for foreign subsidiaries (1.2)
Equity in earnings of unconsolidated subsidiaries and affiliates ........... (11.4)
Valuation allOWANCE .......coveiiiieiiiee s 35.2
Expenses not deductible for income tax purposes .............c.ccceevevcecennes 2.3
L1 1 RSSO (3.4)
Effective INCOME TaX FALE .......ceviviiirieeieceee e 61.9%

For the year ended March 31, 2003, reconciliation of the difference between the statutory income tax
rate and the effective income tax rate was omitted because of recording loss before income taxes.

12. Contingent Liabilities

The Companies guaranteed payment of loans granted by financial institutions to their customers
and suppliers in an amount of ¥21,798 million ($181,348 thousand) at March 31, 2003.

The Companies were contingently liable for trade notes receivable discounted with banks and
endorsed to suppliers in an amount of ¥12,248 million ($101,897 thousand) at March 31, 2003.

13. Derivative Instruments

Fair value and unrealized gains (losses) on the contract amount of derivative instruments at March
31, 2003 and 2002 were as follows:

Currency Related: Millions of Yen Thousands of U.S. Dollars
2003 2002 2003
Contract Fair Unrealized Contract Fair Unrealized Contract Fair Unrealized
amount value gains (losses) amount value gains (losses) amount value gains (losses)

Forward exchange contracts:

Selling:
U.S. dollars .....ccccveeenees ¥51,424  ¥51,494 ¥ (70)  ¥22,879 ¥23989  ¥(1,110) $427,820 $428,402  $ (582)
EUO oo 2,197 2,265 (68) — — — 18,278 18,844 (566)
Australian dollars ........... 15 15 — 93 96 ©)] 125 125 —
Other currencies ............. 1,945 2,081 (136) 779 788 9) 16,182 17,313 (1,131)
Buying:
U.S. dollars .....ccccovvvneee 60,951 61,249 298 72,356 73,714 1,358 507,080 509,559 2,479
Other currencies 5,478 5772 294 5,381 5,510 129 45,574 48,020 2,446
Currency swap contracts:
Australian dollars ................ 2,000 192 192 3,000 413 413 16,639 1,597 1,597
Total oo ¥ 510 ¥ 778 $4,243

Note: “Euro” (forward exchange contracts—selling) at March 31, 2002 was included in “Other currencies” due to the immaterial
amount, and it was disclosed at March 31, 2003 due to the increase of materiality. “Contract amount,” “Fair value” and
“Unrealized gains (losses)” of Euro at March 31, 2002 were ¥522 million, ¥525 million and ¥(3) million, respectively.

The fair value of forward exchange contracts is estimated based on the quoted market price.
The fair value of currency swap contracts is the quotes obtained from financial institutions.



Interest Rate Related:

Millions of Yen

Thousands of U.S. Dollars

2003 2002 2003
Contract Fair Unrealized Contract Fair Unrealized Contract Fair Unrealized
amount value gains (losses) amount value gains (losses) amount value gains (losses)
Interest rate swap contracts:
Receipt-fixed/
Payment-variable rate .......... ¥21,500 ¥ 660 ¥ 660 ¥72,250 ¥3,879 ¥3,879 $178,869 $ 5491 $ 5491
Receipt-variable/
Payment-fixed rate ............. 26,000 (709) (709) 58,419 (2,549)  (2,549) 216,306 (5.899)  (5,899)
L [P ¥ (49) ¥1,330 $ (408)
Note: The fair value of interest rate swap contracts is the quotes obtained from financial institutions.
Security Related: Millions of Yen Thousands of U.S. Dollars
2003 2002 2003
Contract Fair Unrealized Contract Fair Unrealized Contract Fair Unrealized
amount value gains (losses) amount value gains (losses) amount value gains (losses)
Security swap contracts ........... ¥3,576 ¥57 ¥57 ¥12453  ¥(2,572) ¥(2,572)  $29,750 $474 $474
Total oo ¥57 ¥(2,572) $474

Note: The fair value of security swap contracts is the quotes obtained from financial institutions.

Commodity Related:

Millions of Yen

Thousands of U.S. Dollars

2003 2002 2003
Contract Fair Unrealized Contract Fair Unrealized Contract Fair Unrealized
amount value gains (losses) amount value gains (losses) amount value gains (losses)
Future contracts:
Produce & Foodstuffs
Selling ..ccevviiiiiie ¥4,330 ¥4,342 ¥ (12) ¥5,564 ¥5,522 ¥ 42 $36,023  $36,123 $(100)
Buying 4,563 4,541 (22) 5,094 5,015 (79) 37,962 37,779 (183)
Textiles
Selling wvvvvvveeeeeeeceseee: 1,628 1,736 (108) — — — 13544 14,443 (899)
BUYING oot 1,469 1,556 87 — — — 12,221 12,945 724
Forward contracts:
Metals
Selling .oovevevveiiine 2,201 2,120 81 802 863 (61) 18,311 17,637 674
BUYING oo 2,041 1,922 (119) 350 364 14 16,980 15,990 (990)
L1 PO ¥ (93) ¥(84) $(774)

Note: Contract amounts of swap contracts related currency and interest rate are represented by notional amounts which are not appro-

priate for evaluating market or credit risk.
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14. Accrued Retirement Benefits

The Company and certain domestic subsidiaries maintain the welfare pension fund plan, the quali-
fied retirement-funded pension plan and the lump-sum retirement benefit plan. Retirement benefits
to employees under those plans are determined by reference to current basic rates of pay and length
of service. Certain overseas subsidiaries maintain defined contribution plans.

Benefit obligation, plan assets and funded status of the Companies at March 31, 2003 and 2002
were as follows:

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003
Projected benefit obligation ..........cccccovvcvvereiiiiinieen, ¥60,453  ¥63,356 $502,936
Plan assets at fair value..........c.ccoceverveieneneneisese e (21,687)  (27,058)  (180,424)
Unrecognized net transition obligation at date
OF @AOPLION. ... (14,490) (16,404)  (120,549)
Unrecognized actuarial 10SS.........cccoovevveneneriiinneneienenn, (17,148)  (13,668)  (142,662)
Unrecognized prior SErvice COSt.........cvverereiiiereriereenenn. (19) — (158)
Accrued retirement benefits .........cccooeveeeiiiiiiicceiee ¥7,109 ¥6,226 $59,143

Severance and pension costs of the Companies included the following components for the years
ended March 31, 2003 and 2002 were as follows:

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2003

SEIVICE COSL....viiviiiiitieie sttt ettt ¥2,722 ¥1,927 $22,646
INTEIEST COST ..vviiieiiicie e 1,497 1,427 12,454
Expected return on plan assets ... (1,067) (890) (8,877)
Effect of change from alternative method to principle

MELNOM. ... — 5) —
Transition obligation at date of adoption..............c.cco..... 1,954 1,948 16,256
ACLUATTAL [OSSES....eeivviieiiectee et 1,202 547 10,000
Prior SErVICE COSt ...cviiviiiiiiietiecie e 7 — 58

Net periodic benefit cost ¥6,315 ¥4,954 $52,537

Assumptions used in the calculation for the defined benefits plan for the years ended March 31,
2003 and 2002 were as follows:

2003 2002
Discount rate 2.5% 2.5%
Long-term rate of return on fund assets 4.5% 4.5%
Method of attributing benefits to periods of service ~ Straight-line basis ~ Straight-line basis
Amortization period for prior service cost 5 year —
Amortization period for actuarial gains/losses 11 year 11 year

Amortization period for transition obligation
at date of adoption 5 to 15 year 5 to 15 year



15. Supplementary Cash Flow Information

Cash and cash equivalents at March 31, 2003, 2002 and 2001 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2003 2002 2001 2003

Cash and time depositS .........ccovrerereririenienn ¥03,964 ¥166,569 ¥159,259 $781,730
Less, time deposits with deposit term of

over three months...........coovveeccccinnn, (3,632) (32,874) (34,783) (30,216)
Add, marketable securities with maturity

less than three months ..........cccoeevveveiieennen. 3,596 6,596 — 29,917
Cash and cash equivalents..............ccceeveveeene. ¥93,928 ¥140,291 ¥124,476 $781,431

16. Per Share Amount

The basis for calculation of net loss per share for the year ended March 31, 2003 are as follows:

Thousands of
Millions of Yen U.S. Dollars
INETTOSS ..t ¥(66,970) $(557,155)
Basic weighted average number of shares outstanding (1,000 shares).... 634,294 634,294
Yen U.S. Cents
INEL 10SS PEI SNAIE....c.eevieiiciieieiee e ¥(105.58) ¢ (87.84)

The computation of diluted net income per share was omitted because of net loss per share.

17. Reclassification and Revision

Certain reclassifications of previously reported amounts have been made to the consolidated balance
sheet at March 31, 2002, the consolidated statements of income, stockholders’ equity and cash
flows for the years ended March 31, 2002 and 2001 to conform to the current year presentation.
Such reclassifications have no effect on net assets, net income and cash flows.

In addition, certain footnote disclosures at March 31, 2002 and for the years ended March 31,
2002 and 2001 have been revised to conform to the current year presentation.

18. Medium-term Management Plan

“Tomen Group Medium-term Management Plan” was resolved at the meeting of the Board of
Directors held on December 27, 2002. The objective of the medium-term management plan is to
improve the Company to be more competitive to earn trust from market by strengthening capital
and business alliance with Toyota Tsusho, which is one of the Company’s stockholders, promot-
ing business reorganization and strengthening cost competitiveness under the instruction by
Toyota Group. As a part of the medium-term management plan, with the disposal of risky assets,
the Company disposed of certain risky assets and recorded loss on business restructuring amount-
ing to ¥113,453 million ($943,869 thousand) which consisted of loss on disposal or revaluation
of real estate amounting to ¥101, 946 million ($848,137 thousand), provision for impaired
receivables amounting to ¥6,230 million ($51,830 thousand), provision for certain impaired over-
seas receivables amounting to ¥2,899 million ($24,118 thousand) and loss on valuation of invest-
ments in securities amounting to ¥2,378 million ($19,784 thousand). As a result, the net loss of
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current fiscal year amounted to ¥66,970 million ($557,155 thousand). As the action to this net
loss and to increase the capital, the Company obtained the forgiveness of debt amounting to
¥110,000 million ($915,141 thousand) from UFJ Bank and issued preferred stocks amounting to
¥72,000 million ($599,001 thousand) to UFJ Bank and other major banks, as the financial sup-
port in March 2003. The Company also entered into an agreement with Toyota Group to
increase the capital by third party allotment of new stocks amounting to ¥10,000 millions, which
will be executed on September 29, 2003. The Company continues to obtain the understanding of
its medium-term management plan from financial institutions and to keep close transaction rela-
tionship with them. As well as keeping the stable capital financing, it is planned to reduce part of
interest-bearing debt in future.

19. Subsequent Events

Based on the medium-term management plan, which was resolved at the meeting of the Board of
Directors held on December 27, 2002, capital reduction for the purpose of disposing of an accumulated
deficit was resolved at the Stockholders” meeting held on June 27, 2003. Details are as follows:

Capital reduction:

Amount The current capitalized amount of ¥68,185 million
will be reduced to ¥39,200 million.
Method The capital reduction is planned without compensa-

tion, and without consolidation of stocks issued.
There is no change in the number of stocks issued.
Disposition of capital surplus:

Amount ¥15,443 million
Schedule:

Creditors' objection due August 4, 2003

Capital reduction effective August 5, 2003

Capital increase by third party allotment of new shares was also resolved at the meeting of Board of
Directors held on May 30, 2003. Details are as follows:

Stocks to be issued (1,000 shares) Common stock 172,412

Issue price (Yen) Per share ¥58

Total amount (¥ millions) ¥10,000

Capitalization as stated capital Per share (Yen) ¥29
Total (¥ millions) ¥5,000

Application period June 9, 2003 to June 13, 2003

Payment date September 29, 2003

Starting date for dividend calculation April 1, 2003

Third parties and shares (1,000 shares) Toyota Tsusho Corporation 86,206
Toyota Motor Corporation 86,206

It is planned to be used for working capital and repayment of loans.



REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Stockholders of
TOMEN CORPORATION

We have audited the accompanying consolidated balance sheet of TOMEN CORPORATION and its consolidated
subsidiaries as of March 31, 2003, and the related consolidated statements of income, stockholders’ equity, and cash
flows for the year then ended, all expressed in Japanese Yen. These consolidated financial statements are the responsi-
bility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial state-
ments based on our audits. The financial statements of TOMEN CORPORATION as of March 31, 2002 and for
each of the two years in the period ended March 31, 2002 were audited by other independent accountants who have
ceased operations. Those independent accountants expressed an unqualified opinion on those financial statements in
their report dated June 27, 2002.

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the con-
solidated financial position of TOMEN CORPORATION and its consolidated subsidiaries as of March 31, 2003,
and the consolidated results of their operations and their cash flows for the year then ended in conformity with
accounting principles and practices generally accepted in Japan.

As described in Note 19 “Subsequent Events,”capital reduction plan and its schedule were resolved at the stockhold-
ers’ meeting held on June 27, 2003, and capital increase plan by third party allotment of new stocks to Toyota
Tsusho Corporation and Toyota Motor Corporation was also resolved at the meeting of Board of Directors held on
May 30, 2003.

The amounts expressed in U.S. dollars, which are provided solely for the convenience of the readers outside Japan,
have been translated on the basis set forth in Note 3 to the consolidated financial statements.

Osaka, Japan
June 27, 2003

Notice to Readers:

The accompanying consolidated financial statements are not intended to present the consolidated financial positions, results of
operations and cash flows in accordance with accounting principles and practices generally accepted in countries and jurisdic-
tions other than Japan. The standards, procedures and practices to audit such financial statements are those generally accepted
and applied in Japan.
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The following is a copy of the audit report previously issued by Mizuho Audit Corporation in connection with
Tomen’s Annual Report for the year ended March 31, 2002. This audit report has not been reissued by Mizuho
Audit Corporation. The consolidated balance sheet as of March 31, 2001 and the consolidated statements of
income, stockholders’ equity and cash flows for the year ended March 31, 2000 have not been included in the
accompanying financial statements.

MIZUHO AUDIT CORPORATION
(Certified Public Accountants)

KOBE-NANKOMAE BLDG.
3-9, 3-CHOME TAMON-DORI,
CHUO-KU, KOBE, JAPAN

The Board of Directors
TOMEN CORPORATION

We have examined the consolidated balance sheets of TOMEN CORPORATION as of March 31, 2002 and 2001,
and the related consolidated statements of income, stockholders’ equity and cash flows for each of the three years in
the period ended March 31, 2002, stated in Japanese yen. Our examinations were made in accordance with generally
accepted auditing standards in Japan and, accordingly, included such tests of the accounting records and such other
auditing procedures, as we considered necessary in the circumstances.

In our opinion, the consolidated financial statements identified above present fairly the financial position of
TOMEN CORPORATION as of March 31, 2002 and 2001, and the results of their operations and their cash flows
for each of the three years in the period ended March 31, 2002, in conformity with generally accepted accounting

principles in Japan.

There are no interests between the Company and our audit corporation or its assigned employees that require disclo-
sure under the provisions of the Certified Public Accountants Law.

The translations of Japanese yen amounts into United States dollar amounts are arithmetically correct on the basis
described in Note 1 to the consolidated financial statements.

June 27, 2002
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