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PROFILE

Since its establishment in 1941, Sumikin Bussan Corporation has achieved
- 'ﬁ_ ™ steady growth while broadening its customer base by offering an ever-

: . h expanding range of products and services. Today, as aspeciaized
. : ‘ \ trading company, Sumikin Bussan provides an assortment of
/ . - - high-value-added products and servicesin such fields as stedl,
¢ - textiles, foodstuffs, machinery and construction, nonferrous
metals and others. To meet an even wider spectrum of
customer needs, Sumikin Bussan is cultivating new businesses
in environmental protection management, health and other
lifestyle-related fields.
The Company carries out extensive trading activities through
astrong domestic and overseas network that includes 76 subsidiaries
and 29 associated companiesin 15 countries worldwide.
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e CONSOLIDATED FINANCIAL HIGHLIGHTS

Sumikin Bussan Corporation and Consolidated Subsidiaries
Years ended March 31, 2002, 2001 and 2000

Thousands of
U.S. dollars
Millions of yen (Note)
2002 2001 2000 2002
For the year:
NELSAIES ...ttt et sttt e be et e eaaeebeenre e ¥853,340  ¥923,530 ¥914,405 $6,404,054
Grosstrading Profit ... s 65,967 71,537 69,665 495,063
OPErating INCOMIE ......coueiuirierieieeeie ettt s sae e see 5,084 7,912 5,924 38,151
NEETOSS .ottt s st ae e saeeene e saas (1,431) (662) (4,864) (10,743)
At year-end:
TOAl BSSELS....vicueictieetecte ettt ettt ettt sree s be b eanens 438,410 484,545 473,047 3,290,134
Total shareholders' EQUILY .......covvererere e 5,673 7,336 5,615 42,583
U.S. dollars
Yen (Note)
Per share data:
NELTOSS .ttt st st et be e be e beenbasbeente e ¥(9.7) ¥(5.3) ¥(46.2) $(0.07)
Total shareholders EQUITY ........cccooeverere i 38.5 49.8 53.3 0.29

Note: U.S. dollar amounts represent translations of Japanese yen, for convenience only, at the exchange rate of ¥133.25=US$1, the prevailing rate at March 31, 2002.
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A MESSAGE FROM THE PRESIDENT

“We aim to become a trading company that adds true value by
focusing on our three core businesses—sted, textiles and

foodstuffs—and providing high quality servicesin each field.”

Operating Environment in Fiscal 2002

As the economic environment in Japan deteriorated, our
three core businesses faced increasingly severe conditions.
In the steel industry, domestic demand fell as aresult of
declining private and public capital investment. Combined
with alag in inventory adjustments and increased competi-
tion, these factors pushed down market prices. In the
textiles industry, the competitive shakeout continued as
profits were further squeezed by atrend toward lower prices
and a slump in consumer spending that pushed down sales.
In the imported meat industry, the main focus of our
foodstuffs operations, consumer confidence was damaged
by the discovery of Bovine Spongiform Encephal opathy
(BSE) in cows in Japan and incidents of fraudulent labeling
of meat products' place of origin. Asaresult, supply
outstripped demand and the market remained unstable with

wild price fluctuations.

Results of Operations

Consolidated net sales fell 7.6%, to ¥853.3 hillion. Salesin
the steel segment declined 13.0%, to ¥307.6 hillion. In the
textiles segment, sales also fell 4.7%, to ¥183.6 hillion. In
contrast, salesin the foodstuffs segment climbed 5.2%, to
¥146.1 billion. In the other industries segment, sales slipped
9.4%, to ¥216.0 billion.

Despite successful efforts to reduce selling, genera
and administrative expenses, consolidated operating income
fell 35.7%, to ¥5.1 hillion.

In order to strengthen our management foundation,

we have made efforts to lower financia costs by reducing

interest-bearing liabilities. Net gains on sales of investment
securities and on sales of property, plant and equipment
were countered by the provision for doubtful receivables and
loss on devaluation of investment securities. Consequently,
we recorded anet loss of ¥1.4 hillion in fiscal 2002.

We regard providing appropriate returns to share-
holders as our most important challenge and believe that
our top priority isto maintain stable dividends by improv-
ing our financia condition. Although we posted operating
incomein fiscal 2002, the net loss recorded for the period
meant the deficit carried over from previous periods
remained. Consequently, we regret that we are unable to

pay adividend applicable to the fiscal year under review.

Forecast for Fiscal 2003

We expect severe operating conditions to persist in fiscal
2003. In this environment, it will be difficult to achieve an
increase in net sales while thereis no overall growth in the
market. Despite this, we aim to return to profitability by
decreasing selling, general and administrative expenses,
disposing of unprofitable businesses and improving the

performance of our subsidiaries.

Business Strategy and Outlook

We aim to become atrading company that adds true value
by focusing on our three core businesses—stee, textiles and
foodstuffs—and providing high-quality servicesin each
field by emphasizing our specialized capabilities and
originality.

In each of our three core markets we are striving to



carve out our own niche, thereby gaining recog-

nition from our customers for our expertisein

production, logistics and marketing. We are also
focusing on areas in which we can achieve
grester operational efficiencies to further bolster
our earnings potential.

Through our three-year plan, launched in
fiscal 2001, we are aiming to enhance our
operating performance by implementing a
number of key Group-wide strategies.

These include:

* A strong emphasis on cash flow management to
improve our financial health;

« A drive to create amore dynamic and efficient
organization through reform of human resources manage-
ment and organizational structure;

« An improvement in risk management systems to reduce
our exposure to credit risk;

* An aggressive push to merge and divest affiliates based on
efficiency and profit potential;

« An enhancement of consolidated management systems.

To achieve the aims of our three-year plan, we will
be market-focused and driven by interaction with customers
and business partners. We will raise management’s respon-
siveness and decision-making speed and implement our
core strategies in every part of our organization without
compromise.

We have already embarked on a process of merging
and divesting operating units and have reduced our adminis-

trative staff by 20%. In our subsidiaries and ffiliates we are

revamping the executive system and reducing the overall

number of directors. We have begun to implement arange
of other measures, including reform of personnel systems.
As part of efforts to reform our management struc-
ture, we introduced an executive officer system in June
2002 to ensure both swift and appropriate decisions. This
bold reform will separate strategic decision-making from

operational roles and clarify responsibilities.

June 27, 2002

r o, f .f!! t

Eiichi Ueda
President



C MANAGEMENT STRATEGY:
I nterview with the President, Eiichi Ueda

Q: What measures are you
taking to achieve your basic
goal of maximizing corpo-

= rate value, and what indica-
tors are you focusing on to
gauge your success?

A: We aim to use funds effi-
ciently and emphasize effective
cash flow management. ROA
will be used as one of our

main indicators. We will implement various measuresto

achieve our goal.

Q: Please tell us about the progress of measures you
have taken to improve your sales and marketing
capabilities and raise profitability.

A: In the stedl division, we are using a market-driven
approach to build a corporate structure that is organized
around different categories of customers rather than around
individual products. In the area of steel pipes and construc-
tion materials, we are now considering integrating some
distributors and spinning off some business functions into
Separate companies. In steel sheets and plates, we have
enhanced our sales system based around our subsidiary,
Sumikin Bussan C.C. Ltd., which processes steel sheets,
plates and coils. In the area of bars and wire rods, we are
integrating our processing operations.

In the textiles division, we are building an integrated
SCM system, encompassi ng information-sharing among
suppliers, overseas manufacturing plants, head office and
customers, aswell asal logistics functions. Furthermore,
we are reassessing the functions of our main overseas
branches, improving local sales capabilities, and making
overseas branches more autonomous.

In the foodstuffs division, we are enhancing cooperation

with affiliated companies, improving inventory control and

implementing stringent risk management systems.

Q: Pleasetell us about your effortsto improve the
financial condition of Sumikin Bussan.

A: Improving the financial condition of Sumikin Bussanis
avital goa of our management plan. By the end of fiscal
2002, we completed a review of our asset portfolio and
reduced interest-bearing debt by selling off surplusland. As
aresult, interest-bearing debt fell to ¥191.9 billion in fiscal
2002, adecrease of ¥17.8 hillion compared with the
previous period. Furthermore, we hope to reduce interest-
bearing debt to ¥180 billion by fiscal 2004, the last year of
our three-year plan, “Creative Challenge 21.” We intend to
reduce our risk assets and have taken measures to |essen the
effects of price fluctuation by selling tangible fixed assets

and investment securities.

267,836

245,725
21225 y09731
191,897
Interest-Bearing
Debt
(Millions of yen)

1998 1999 2000 2001 2002

Q: How will you use the free cash flow generated
from the improvement of Sumikin Bussan’s
financial condition?

A: Due to more efficient use of working capital, net cash
provided by operating activities was ¥16.4 billion, an increase
of ¥5.6 billion, compared with fiscal 2001. In addition, sales
of tangible fixed assets and investment securities helped usto
record ¥4.0 billion net cash provided by investing activitiesin
fiscal 2002, compared with ¥2.8 billion net cash used for

investing activitiesin the previous period. As aresult, free



cash flow (Net cash provided by operating activities plus Net
cash provided by investing activities) increased ¥12.6 billion,
to ¥20.3 billion. In fiscal 2002, we used thisto repay loans
and decrease interest-bearing debt.

20,343

14,564
Free Cash Flow
(Millions of yen)
7,725

2000 2001 2002

Q: Please tell us about your strategy for risk
management.

A: As part of our move to improve risk management, we
have introduced stringent credit checks for our customers.
We are evaluating applications for credit by taking into
account the risks and benefits related to each customer.
Using these evaluations, we either confirm creditworthiness
or withdraw credit facilities. In addition, an investment and
loan committee has been established to assess the risk of
business investments from various perspectives and speed
up investment decisions. We have also reduced our expo-
sure to asset price movements through a program of

tangible fixed assets and investment securities sales.

Q: How are you enhancing the corporate structure
of the Sumikin Bussan Group?

A: We have liquidated, merged or sold affiliated companies
that are not related to our core businesses or no longer have
potential for growth. | shall now enumerate the main
affiliates that came under this category in fiscal 2002:
Teisen Co., Ltd., awire manufacturer, was liqui-
dated. With no foreseeable rise in demand and the prospect

of competition from foreign products, it seemed unlikely

that the company’s performance would improve in the
future. Mikkaichi Steel Tube Works Ltd. was sold to
Sumitomo Pipe & Tube Co., Ltd.—a company that belongs
to the Sumitomo Metal Industries group—so that the
manufacturing, skills, products and sales of the two steel
tube companies could complement each other. We also sold
SBA Foods Pty. Ltd., ameat processing and sales company.
Rising cattle prices and declining retail prices for meat,
combined with the discovery of BSE in Japan, forced usto
make this decision. Sumikin Bussan Information Systems
Inc., which developed distribution and production control
systems mainly for the apparel industry, was also sold. The
operations of this company were not related to our core

busi nesses.

Q: How do you plan to expand your business
overseas?

A: In our overseas operations, the New York office of
Sumikin Bussan International Corp. is now selling feather
duvets and other products made
in Chinato hotel chainsin the
United States.

In addition, we are
assessing the feasibility of selling
apparel produced by a Chinese
company—in which we have an
equity interest—within China. It
isour firm intention to continue

the expansion of our business

overseas.



@ REVIEW OF OPERATIONS

STEEL
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By taking full advantage of our extensive global network, we have established a supply system
that enables usto provide a stable supply of steel products from Sumitomo Metal Industries,
Ltd., and other leading domestic and international steel makers. In addition, in responseto
diversifying customer needs, we have established an effective service system that utilizes our
distribution and production basesin Japan and overseasto ensurejust-in-time delivery.

Highlights of the Year

W\e received an order for structural steel work on a large building redevel opment in the Nishi-Kanda district of Tokyo. The building
has 32 floors above ground and two bel ow, with a total floor space of 63,000 square meters. The materials to be used include 3,200
tons of steel sheets, 2,800 tons of steel pipes and 3,200 tons of H-beams. The project is due to be completed by November 2003.
Sumitomo Metal Industries, Ltd., has signed an exclusive long-term contract for the supply of pure titanium sheets to Airbus
SAS Consequently, Sumikin Bussan has taken on the role of intermediary and started deliveries to Airbus SAS plants in Germany.
Thisis evidence of how our high-level quality control system, which covers all stages of production from raw materials to finished
items, and our just-in-time delivery system have been recognized by the industry.

Operating Environment

In the steel industry, domestic demand fell
as aresult of declining private and public
investment. While global alliances
continue to be formed in the steel industry,
our main partner, Sumitomo Metal
Industries, Ltd., has established a manufac-
turing alliance with Nippon Steel Corpora-
tion. The aim of thistie-up isto improve
the production system of Sumitomo Metal
Industries, Ltd., and to boost its ability to
compete in the market.

Business Results
Sales of steel were ¥307.6 hillion, afall of
¥45.9 billion compared with the previous
year. Operating income dropped ¥69
million, to ¥2.1 billion. Although sales
decreased 13.0% as a result of flagging
demand and falling prices, operating
income dropped 3.1%, arelatively small
amount, thanks to reduction of personnel
costs and other expenses.

In the area of steel pipes, sales of
specia pipes were firm, as exports of
boiler tubes to South Korea improved

considerably and capital investment in the
Japanese oil and petrochemical industry
recovered. However, declining public
investment and flagging demand for
construction machinery combined with
increased competition among manufactur-
ers and distributors to decrease overall
sales volume and push down prices.

Prices of sted sheets, which had
been falling, bottomed out and began to
firm. Demand, however, remained low due
to the depressed state of the truck industry
and the continuing oversess relocation of
manufacturing by consumer electronics and
construction machinery makers.

In the area of bars and wire rods,
sales of wire products for construction use
were dack. Sales of cold finished steel
bars for use in office automation (OA)
equipment, automabiles and machine tools
were also depressed.

Demand for construction materials
dropped, particularly in the second half of
the fiscal year, as the number of large and
small construction projects fell.

The overall situation remained

severe due to fewer public works projects
and concerns regarding the debt burden
held by general contractors.

Business Strategies

With the market for steel unlikely to
improve markedly in the near future, we
are taking steps to enhance efficiency by
reinforcing cooperation with steel makers
aswell as by clarifying roles and responsi-
bilities with affiliated companies. Sumikin
Bussan is moving away from a production-
oriented approach that arranges the
organization around separate products, and
is now using a market-driven approach
based on the customer’s perspective to
build a corporate structure. We will
continue to capitalize on the advantages of
our affiliation with a blast-furnace steel
maker—that is, manufacturing, coil center
and other processing functions—as well as
the inventory control, distribution and
other functions facilitated by our network
of specified sales agents to promote an
idea-driven approach to sales.



TEXTILES
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theworld and by making the best use of appropriate production facilitiesin Japan and other
parts of Asa—we have established an integrated textile supply system that encompasses not

only the development and procurement of raw materials but also the planning, production and

distribution of finished products. In responseto increasing demand for shorter lead timesand
lower prices, we are reorganizing our global garment manufacturing bases and distribution

system. At the same time, we are reviewing our domestic production oper ations and the setup of
our overseasdistribution network. Moreover, we are using a mar ket-driven approach to achieve

high levels of customer satisfaction.

Highlights of the Year

Our affiliated company, IFC Design Co., Ltd., signed a license agreement with Magazine House, Ltd., and began to develop
licensed merchandise using the name and logo of the women'’s fashion magazine, AnAn. An extensive array of merchandiseis
being planned, ranging from textile products to household goods.
Sumikin Bussan also launched the Fox Flagship Store Tokyo, selling motocross jerseys, mountain bike and BMX gear, as
well as casual clothing from Fox Racing, Inc., in the United States. The flagship store was opened in the Harajuku area of Tokyo,
Japan’s premier location for the emergence of new casual fashion styles.
P.T. Bengawan Solo Garment Indonesia, the dress shirt manufacturer that we established in Indonesia, commenced opera-
tionsin August 2001. In three years' time, the company is expected to employ 300 people and have an annual production of 1.2

million shirts.

The competitive shakeout in the textiles
industry continued, as profits were further
squeezed by atrend toward lower prices
and aslump in consumer spending that
pushed down sales. In a mature economy,
characterized by stagnant growth and
greater focus on value for money in buying
behavior, an increasing number of
companies without a clearly defined
competitive position or those unable to
differentiate their products or services are
being forced to withdraw from the
business. The reorganization and consoli-
dation of such companies continue to be
taking place.

Textiles segment sales amounted to ¥183.6
billion in the period under review, a
decline of ¥9.1 billion from the previous
period. Operating income totaled ¥2.0
billion, down ¥1.5 billion. Salesfell asa
result of falling product prices. In home
fashion, which includes casual clothing to
wear at home, sleepwear, bedding and soft
furnishings, sales were weak amid pressure
to cut prices and the erosion of the
distinction between sleepwear and

leisurewear. Since the majority of the
products includes staple items, however,
overall demand has remained fairly stable.

In knitwear, Sweater sales were
generally dow as there were no outstand-
ingly successful itemsin the market.
Although we managed not only to maintain
but also to expand our share of business
with the major apparel makers, we were
affected by the inconsistent performance of
our clients. Furthermore, the market for
men's sweaters remained depressed.

In woven apparel, we have
expanded our activities with regards to
women’s apparel. Sales of workwear and
uniforms were sluggish.

By maximizing our specialist functions,
we aim to provide the best possible
support for the global production and
distribution of our textile products.
We will increase profitability by improving
our creative capabilities as well as our
support network to develop a consumer-
oriented business.

We will allocate management
resources to areas of strategic focus,
targeting new potential clientsin order

to halt shrinkage of the market caused by
tightened credit control and the withdrawal
of credit from financially weak companies.

We will make every effort to build
up our SCM system and strive to reduce
losses. In addition, we will maintain a
comprehensive network to link our
overseas production bases with distribution
centers, our headquarters and major
clients. Furthermore, we will commence
operations at Shanghai Echo Fashion Co.,
Ltd.—adistribution center that will mainly
handle logistics in the Shanghai region.

Sumikin Bussan aimsto improve
its overseas production bases. In home
fashion, working wear and uniforms, we
plan to build two new overseas factories
and enhance the operations of our overseas
production bases.

We aso intend to cultivate sales
routes into overseas markets. As our
infrastructure is being put in place for sales
within China, we will make efforts to
develop both indirect and direct sales
routes there. Moreover, we will use our
New York branch, set up in October 2000,
to cultivate demand in the U.S. market.



FOODSTUFFS
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One of the first companiesto launch full-scale imports of beef, pork and chicken, Sumikin
Bussan has established strong tieswith leading over seas packers, enabling usto build an
integrated production system encompassing all stages from farming to processing, ther eby
ensuring a stable supply and a significant share of Japan’simported meat market. We also
handle agricultural products, including rice and vegetables, grown by contracted over seas
farmers using Japanese cultivation systems, and seafood, which we purchase and process for
import to ensure products suit the preferences of Japanese consumers. By drawing on our
product development expertise and maximizing the capabilities of other Sumikin Bussan

Group companies, we continue to build our market share by adapting imported meat,
processed foods and other productsto the diver se needs of consumers.

Highlights of the Year

As part of our efforts to exit unprofitable businesses, we have sold our interest in Australian meat processor SBA Foods Pty. Ltd.
Tsubohachi Co., Ltd., a company affiliated to Sumikin Bussan that operates izakaya (Japanese-style taverns), launched a series

of new-style restaurants within Tokyo.

Operating Environment

In the meat industry, the main focus of our
foodstuffs segment, consumer confidence
was negatively affected by outbreaks of
diseases such as BSE and incidents
concerning the mislabeling of meat
products asto their place of origin. Asa
result, supply outstripped demand and the
market remained extremely unstable with
wild price fluctuations. Since the first
cases of BSE in Japan were reported in
2001, thefall in beef consumption has
become pronounced and demand during
the year-end gift-giving season was hit
hard. At retail stores, demand for beef
products fell by as much as half compared
with last year's levels. From October 2001,
however, there was a considerable increase
in sales of pork and chicken as demand for
these two products appeared to be
replacing that for beef.

Business Results
Sales in the foodstuffs segment amounted
to ¥146.1 billion in fiscal 2002, an increase
of ¥7.3 billion compared with the previous
period. Operating income slipped ¥653
million, to ¥355 million. Sales of beef fell
significantly, but pork and chicken sales
improved.

In the beef category, sales of
Australian chilled and frozen beef
improved steadily during the first half of

the fiscal year. However, owing to the
impact of BSE, sales of all beef product
lines suffered major declines in the second
half, leading to adrop of 14.7% for the full
fiscal year. Campaigns to emphasize the
safety of Australian and U.S. beef failed to
halt the fall in consumption.

In the pork category, the foot-and-
mouth disease outbreak in Europe led to a
temporary ban on all pork imports from
Denmark and other European countries. As
aresult, prices of pork increased. We
expected our pork sales to suffer in the
second half of fiscal 2002, after import
safeguard mechanisms were triggered but
outbreaks of BSE caused an increasein
demand for pork as an alternative to beef,
resulting in an 11.1% rise in pork sales.

In the chicken category, imports
from China were suspended in the first
half of fiscal 2002, due to outbreaks of
avian influenza, forcing us to switch to
Thailand as a supply source. In the second
half, however, the effect of BSE boosted
demand for chicken as an alternative to
beef and there was a 35.6% rise in sales
compared with last year.

Business Strategies

Sumikin Bussan aims to anticipate the
needs of our customers and utilize our
information-gathering resources in regions
of production. Wewill teke on acoordinating

role for the entire marketing chain, from
overseas producers to Japanese retailers
and consumers. Thiswill enable usto
capitalize on our position between
overseas producers and our customers,
including meat processors, and our
affiliates.

We will build an integrated
purchasing and sales system covering al
areas of operation, with regard to produc-
ers and consumers. In so doing, we will
draw on our strong relations with overseas
producers while maximizing our flexibility
and making effective use of our affiliated
companies, Nikkyo Foods Co., Ltd., and
Itoman Foods Service, Inc.

In addition, we will strengthen our
traditional risk hedging functions related to
customer credit, inventory and price
fluctuations.

We will aso take full advantage of
information sourced from Japan and
overseas to stimulate potential demand in
the market.

Another element of our business
strategy will be the establishment of a new
processed foods section, as part of efforts
to restructure our organization. The focus
of the department will be on processed
foods handling and developing effective
sales strategies. Thiswill increase
flexibility and ensure better responses to
the needs of retailers.
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The Other Industries segment encompasses machinery, construction, nonferrous metals, raw

materials, and plastic materials and products.

Highlights of the Year

In fiscal 2002, our Tokyo machinery section won exclusive distribution rights and commenced sales of SoyPower Asphalt Release
Concentrate—an asphalt release product using soybeans that was devel oped in the United States. SoyPower Asphalt Release
Concentrate is produced from a soybean base and works as effectively as conventional petroleum-based release agents, but is
environment-friendly and can be rinsed away by water.

During the period, we also started sales of a German-made computer disk shredder, intimus® MultiMedia, which shreds
magneto-optical disks, CD-ROMs, DVDs and floppy disks quickly and safely into very small pieces. The shredder, which has a
maximum speed of 50 disks per minute, provides a reliable data security solution for used removable storage media.

Operating Environment

Operations in the machinery sector include
the devel opment, manufacture and sale of
abroad range of products—from equip-
ment and facilities for steel production and
industrial machinery to golf carts, medical
equipment, industrial-use automatic rice
cookers and sushi-making robots—in
Japan and overseas. We also handle
electrical generators and environmental
equipment. In the construction sector, we
areinvolved in public works projects and
infrastructure enhancement, such as water
supply and drainage systems.

In the area of nonferrous metals,
we respond to customer needs with a full
range of raw materials, mill products and
finished products sourced from an
extensive list of producersin Japan and
overseas. Raw materials operations focus
on the sale of iron ore and coal to the steel
industry and other raw materials to various
other industries.

In the plastic materials and
products sector, we have established a
comprehensive sales system, based on
cooperation with various affiliated

companies, through which we provide a
full range of products, from raw materials
to finished products, primarily in the
urethane, construction materials and
packaging materials fields.

Business Results

The other industries segment generated sales
of ¥216.0 billion in fiscal 2002, down ¥22.5
billion from the previous period. Segment
operating income was ¥567 million, a
decrease of ¥641 million. With the exception
of cast and forged steel products, al
categories suffered decreased sales.

Business Strategies
We have positioned machinery, nonferrous
metals and plastics as the three core
categories in this segment.

In July 2002, we spun off our
Tokyo machinery section into a separate
company, Sumikin Bussan Machinery Co.,
Ltd., in order to enhance our engineering
and maintenance capabilities while
increasing the added value of our opera-
tions. At the same time, we merged our
affiliated company, Sumikin Bussan Intec

Corp. into Sumikin Bussan Machinery
Co., Ltd., with the aim of improving
profitability by focusing our human and
technical resources.

In the area of nonferrous metals,
we are working to diversify sources and
expand exports, imports and third-country
transactions, as well as strengthening our
relationships with contracted distributors
by providing training and support. In the
plastics category, we are enhancing the
capabilities of Group companiesto
deepen cooperation and strengthen our
identity as a Group.

In the area of packaging materi-
ass, we are taking decisive steps to
contribute to environmental protection
and recycling efforts by offering products
that comply with new legislation govern-
ing the recycling of containers and
packaging materials. We are also working
to build our organic fertilizer imports
from Chinainto the third-largest area of
operationsin this category after packag-
ing and construction materials.
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CORPORATE OFFICERS
(Asof June 27, 2002)

The Introduction of the Executive Officer System
As of June 27, 2002, Sumikin Bussan introduced the executive officer system, to clarify responsibilities by separating the strategic decision-making
duties of the board of directors from operational roles. Unlike the board of directors, which tackles business issues that involve the whole company,

executive officers focus solely on running operations as divisional managers.

CORPORATE OFFICERS

President and Chief Executive Officer
Eiichi Ueda

Deputy Presidents and Executive Officers
Katsuhiko Kinomura

Hisao Inoue

Senior Executive Officers
Eishi Ueda
Ryuhei Otsuka

M anaging Executive Officers
Toshiaki Takeda
Takashi Miyazaki

Executive Officers
Takamitsu Nakata
Tadaaki Hasegawa
Nobuhiro Kunishima
Eiji Tanaka
YoshimasaYoshizumi
Toshihiko Kaji
Shigeki Taki

Ichizo Nakamura
Osamu Numata
Ryuji Takeba
Shigeru Maeda

With the introduction of the new executive officer system, the board of directors was reduced from 20 to eight members. The 11 executive
officers include one board member, seven former board members and three new appointees. The total number of board members and executive
officers, including those holding dual appointmentsis 18, two less than the previous board. In addition, there will be only one standing corporate

auditor instead of two.



FINANCIAL SECTION
CONSOLIDATED SIX-YEAR SUMMARY

Sumikin Bussan Corporation and Consolidated Subsidiaries
Years ended March 31, 2002, 2001, 2000, 1999, 1998 and 1997

Thousands of
U.S. dollars
Millions of yen (Note)
2002 2001 2000 1999 1998 1997 2002
For the year:
NEt SAIES....cveeeeee e ¥853,340 ¥923530 ¥914,405  ¥957,869 ¥1,095,261 ¥1,154,379  $6,404,054

Selling, general and

administrative expenses..........ccocee... 60,883 63,625 63,741 66,778 69,142 64,572 456,912
Operating inCome .........ccoecvvveeereenene 5,084 7,912 5,924 3,824 5,691 7,062 38,151
Interest eXpense .....ccoovveveeeereneveeeeenens (4,714) (6,275)  (6,090) (6,804) (6,669) (7,217) (35,375)
Net (10SS) INCOME.....cuevireeeiirierieenns (1,431) (662) (4,864) (2,942) 587 752 (10,743)

At year-end:
Total aSSEtS....cooveeerieeeeee e 438,410 484,545 473,047 495,840 558,002 574,009 3,290,134
Net property, plant and equipment ..... 38,098 42,641 46,189 38,492 37,849 37,686 285,914
Interest-bearing debt .......cccceevvevrnennen. 191,897 209,731 221,225 245,725 267,836 252,284 1,440,128
Total shareholders’ equity ................... 5,673 7,336 5,615 7,640 11,120 11,574 42,583
Common SOCK .....c.evvvrvereeeresierieeeeenns 8,077 8,077 5,972 5,972 5,972 5,972 60,617
U.S. dollars
Yen (Note)
Per share data:
Net (10SS) INCOME........ccovvireeeeriieieine ¥(9.7) ¥(5.3) ¥46.2) ¥(28.0) ¥5.58 ¥7.15 $(0.07)
Cash dividends applicable to the year — — — — 5.00 5.00 —

Note: U.S. dollar amounts represent translations of Japanese yen, for convenience only, at the exchange rate of ¥133.25=US$1, the prevailing rate at March 31, 2002.

CONSOLIDATED FINANCIAL REVIEW

Operating Environment and Results of Operations

During the period under review, private capitd investment fell
due to overcapacity and duggish demand for I T-rdated products.
Consumer spending in Japan dumped, reflecting theincreasingly
severe employment Situation and declining incomes. In addition,
the economic dowdown in the United States caused the world
economy to stagnate, bringing about asignificant drop in
Japanese exports. Bankruptcies of major companiesand faling
share pricesin Japan led to a severe deterioration of the overal
€conomy.

This economic environment worsened market conditions
further in the main industries the Company isinvolved with.
Domestic demand for sted! fell dueto declining private and
public capital investment, while alag in inventory adjusments

and increased competition pushed market pricesbelow lagt year's
levels. Sluggish persona consumption in the textileindustry
continued to depress sales and put downward pressure on prices.
Asareallt, profits were squeezed and competitive shakeoutsin
the sector continued. Furthermore, in meat imports, the core of
our foodstuffs segment, the first confirmation of BSE casesin
Japan and fraudulent country-of-origin food labeling incidents
damaged consumer confidence and decreased demand. Prices
fluctuated and business conditions remained far from stable.
Consequently, consolidated net sesfell 7.6%, to ¥353.3
billion ($6,404.1 million). The sted segment posted 213.0%
decline, to ¥307.6 hillion ($2,308.8 million). This represented
36.1% of consolidated net sales, down from 38.3% in fiscd 2001.
Sdesinthetextiles ssgment dipped 4.7%, to ¥183.6 hillion
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($1,377.5 million), equivaent to 21.5% of consolidated net sdes,
compared with 20.9% in fiscal 2001. In contragt, foodstuffs
segment salesrose 5.29%, to ¥146.1 hillion ($1,096.5 million),
representing 17.1% of consolidated net sales, up from 15.0%in
the previous period. In the other industries segment, therewasa
9.4% drop in segment sdes, to ¥216.0 hillion ($1,621.3 million).
This represented 25.3% of consolidated net sales, compared with
258 %infiscd 2001.

Cogt, Expensesand Earnings

Cost of sdesdecreased 7.6%, to ¥787.4 billion ($5,909.0
million). Grosstrading profit was ¥66.0 billion ($495.1 million),
adecrease of 7.8%, equivalent to 7.7% of net sdes—thisratio
remained unchanged from the previous period. Sdlling, genera
and adminigrative (SG& A) expenses were reduced to ¥60.9
billion ($456.9 million), down 4.3%. This represented 7.1% of
net sales, compared with 6.9% in fiscal 2001.

Operating income sank 35.7%, to ¥5.1 billion ($38.2
million). The operating margin was 0.6%, down from 0.9%in
fisca 2001. Other expenses—net fell 38.6%, to ¥5.3 hillion
($40.0 million), reflecting a¥639 million gain on sdes of
securities—net, up from ¥35 million in the previous period, and
decreased interest expense, which fell 24.9%, to ¥4.7 hillion.
Despite this, the Company gtill recorded aloss beforeincome
taxes and minority interests of ¥251 million ($1.9 million), and
anet lossof ¥1.4 hillion ($10.7 million).
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Net loss per share of common stock was ¥9.7, down from a
lossof ¥5.3 infiscd 2001. Dueto thefact that our performanceis
il less than satisfactory, we have been left with no option but to
forgo the payment of cash dividendsto shareholders.

Financial Position
Total asstsasof March 31, 2002, anounted to ¥438.4 hillion
($3,290.1 million), down 9.5% from ayear earlier. Totd current
assets also fel 9.4%, to ¥358.5 hillion ($2,690.1 million), as
decreasesin receivables and inventories countered increasesin
cash and cash equivalents. Net property, plant and equipment
dipped 10.7%, to ¥38.1 hillion ($285.9 million), resulting mainly
from decreasesin machinery and eguipment and furniture and
fixtures. Tota investments and other assets declined 9.4%, to
¥41.9 billion ($314.1 million).

Totd current ligbilities shrank 9.9%, to ¥391.2 hillion
($2,936.1 million), reflecting decreases in short-term borrowings,
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current portion of long-term debt and total payables Tota long-
term liabilitiesaso fell 3.1%, to ¥40.4 hillion ($303.5 million) as
long-term borrowings continued to decrease. Interest-bearing
debt (atotal of short-term borrowings, current portion of long-
term debt and long-term borrowings) was¥191.9 billion
($2,440.0 million), down from ¥209.7 billion in fiscal 2001.

Tota shareholders' equity amounted to ¥5.7 billion ($42.6
million), afdl of 22.7%, owing to increased deficit and net
unrealized |oss on avail able-for-sale securities, which negated
improved foreign currency trand ation adjustments. The share-
holders equity ratio was 1.3%, down from 1.5%.

Cash Flows

Net cash provided by operating activities amounted to ¥16.4
billion ($123.0 million), up from ¥10.5 billion in fiscal 2001.
Provision for doubtful receivables amounted to ¥2.3 billion
($17.3 million), compared with the¥7.6 billion reversa of
doubtful receivablesin fiscal 2001. Decreasesin receivables
totaled ¥40.4 hillion ($303.0 million), compared with a¥14.5
billionincreasein receivablesin fiscal 2001.

Net cash provided by investing activitieswas ¥4.0 billion
($29.7 million), compared with ¥2.8 billion usad in investing
activitiesin fiscal 2001. Thisreflected ¥4.8 billion ($36.2 million)
in proceeds from sales of property, plant and equipment, up from
¥1.1 hillioninthe previous period, and dso ¥2.6 hillion ($19.2
million) in proceeds from sdes of shares of companies

16,390

Net Cash

Provided by 10,509
Operating f
Activities

(Millions of yen)

2000 2001 2002

previoudy consolidated. In addition, there was an ¥329 million
($6.2 million) decrease in time deposit, compared with a¥793
million increasein the previousfisca yesr.

Net cash used in financing activities cameto ¥17.2 billion
($129.0 million), up from ¥9.6 hillion in fiscal 2001, owing to the
fact that net cash used to repay long-term debt increased to ¥7.9
billion from ¥5.1 hillion the previous year. In addition, there were
no proceeds from issuance of common stock, contragting with
proceeds of ¥4.0 billion in fiscal 2001.

Outlook

Despite signs of recovery inthe U.S. market, thereisaworrying
trend toward protectionigt policies. In addition, Japan till seems
unable to escgpe from its deflationary economy, asthe poor
financia condition of marny companies and falling incomelevels
give cause for concern. For these reasons, capital investment and
consumer spending are likely to remain depressed, and we expect
severe business conditions to continue. Consequently, consoli-
dated net sdesare expected to fal in fiscal 2002. Nevertheless,
we are forecagting thet decreased sdlling, genera and administras
tive expenses, lower non-operating expenses and reorganization
of unprofitable busnesseswill help achieve areturn to profitabil-
ity infiscal 2003.




CONSOLIDATED BALANCE SHEETS

Sumikin Bussan Corporation and Consolidated Subsidiaries
March 31, 2002 and 2001

Thousands of
U.S. dollars
Millions of yen (Note 1)
ASSETS 2002 2001 2002
CURRENT ASSETS:
Cash and cash equivalents (NOLE 4) .......cceeeereeieeeeeee e ¥ 24,565 ¥ 21,335 $ 184,356
Marketable securities (NOteS 3 @nd 4) ........ccoveereerinieeriereee s — 1 —
Receivables:
Trade NOLES (NOLE 4) ....ocveeeeeeeieee sttt seeneeeeneens 103,645 126,316 777,822
Trade aCCOUNS (NOLE 11) .....ooeieeeeieieieeiesie et 150,216 164,174 1,127,326
Unconsolidated subsidiaries and associated COmpanies ...........c.cceeereeneneene 10,224 12,245 76,729
(O 111 OSSR U SRPRRRRO 8,195 8,943 61,501
Allowance for doubtful receivables...........ccoiinineiniie e (2,416) (3,267) (18,129)
F 1Y 1 (o 1= 46,586 48,997 349,611
AAVANCES 1O SUPPITEIS ...t sne e e 12,569 10,035 94,325
Deferred tax asSetS (NOLE 7) ..ovevveieereeeereeeee e 2,176 2,570 16,329
Prepaid expenses and other Current aSSets .........ccoceveveneneneenene e 2,697 4,380 20,238
TOtal CUITENE BSSELS.....ecueeeeeieieecie ettt s be st st e e s 358,457 395,729 2,690,108
PROPERTY, PLANT AND EQUIPMENT (Note 4):
LN ..o et b e et st sae e re e sbeetesaeenbeeaeens 22,658 21,811 170,046
BUIlAINGS 8N SITUCIUIES ..ottt ettt sneas 18,799 18,882 141,079
Machinery and €QUIPMENT .........cooveererere e et 10,000 17,601 75,044
FUrNItUre and FIXEUMES .....ccveeieee ettt et ettt eb s e saee et e e e e eaeeeares 9,541 11,912 71,604
CONSEIUCTION [N PrOGIESS....c.viitieietirieeieeterieeiee et se bbbt e b sbe e ebesae e 43 47 319
o = | USROS 61,041 70,253 458,092
Accumulated dePreCiation ............ceeerieererieeree e (22,943) (27,612) (172,178)
Net property, plant and eQUIPMENT .........cccveriieiinereneeeee e 38,098 42,641 285,914
INVESTMENTSAND OTHER ASSETS:
Investment SECUNtieS (NOLE 3) ....cveveieeeiee e 11,985 15,285 89,942
Investments in and advances to unconsolidated
subsidiaries and associated COMPANIES ........ccccevereerierererieereene e 10,036 8,605 75,318
LONG-tErM reCEIVAINIES .......ceeeeeeee et st 1,935 2,023 14,524
Deferred tax asSetS (NOLE 7) ..ovvvvieerererere e et nes 8,344 8,368 62,620
OFNET BSSELS ....ecuieueeteeeceetie ettt se e e e e e e e e e e et e s e s esenseneeneens 27,122 26,279 203,544
Allowance for doubtful reCeivables ... (17,567) (14,385) (131,836)
Total investments and Other ASSELS ........ccceevcveeieee i 41,855 46,175 314,112
TOTAL ASSETS ...ttt e e ese e neeneeneennenen ¥438,410 ¥484,545 $3,290,134

See notes to consolidated financial statements.




Thousands of
U.S. dollars

Millions of yen (Note 1)
LIABILITIESAND SHAREHOLDERS EQUITY 2002 2001 2002
CURRENT LIABILITIES:
Short-term borrowings (NOtE 4) .......c.covveueuriirrieerereeee e ¥140,992 ¥149,603 $1,058,103
Current portion of long-term debt (NOte 4) ......c.ovveereirirrereere e 15,728 23,632 118,035
Payables:
I =0 (S 00 (= 109,826 118,346 824,208
Trade aCCOUNS (NOLE 11) .....ocveieeieiiese et 103,472 122,874 776,524
Unconsolidated subsidiaries and associated COmpanies ...........cocceceverernenne 1,665 1,824 12,497
1 07 S 666 882 5,002
AAVANCES FrOM CUSIOMETS ....eeeveieceeeeetee ettt ettt sreeeeres e eresearessresenneesnes 12,033 8,335 90,303
INCOME tAXES PAYADIE ..o 309 482 2,318
Deferred tax 11abilitieS (NOE 7) .....coveeiverieirieerieree s 8 — 59
ACCIUEH EXPENSES ....ecueereeeenieseestesteseestessesseesesseesesseeseessenseseessessessessessessessessessessenns 2,331 2,699 17,490
Other current [1aDIlITIES. .....c..oiiiere e 4,211 5,726 31,603
Total current HabilitiES .......ccoveeeeee e 391,241 434,403 2,936,142
LONG-TERM LIABILITIES:
S =0 10 0] 0 LSS 200 — 1,501
Long-term borrowings (NOLE 4) .......c.oieeriiririeerieerieeriee s 34,977 36,496 262,491
Liability for retirement benefitS (NOtE5) .....covvvrerieiriiriee e 3,365 3,443 25,253
Deferred tax [1abilitiesS (NOE 7) .....eevueeveiee e 1 4 5
L1 7 1,903 1,802 14,281
Total long-term [iabilitieS ......ocv e 40,446 41,745 303,531
MINORITY INTERESTS......ccctreiriiieesiecsesie et 1,050 1,061 7,878
CONTINGENT LIABILITIES (Notes 8, 9 and 12)
SHAREHOLDERS' EQUITY (Note 6):
Common stock authorized, 400,000,000 shares; issued 147,284,094 shares...... 8,077 8,077 60,617
Additional paid-in Capital .........ccoovvvreiieeeeere e 2,820 2,820 21,166
REVAIUBLION SUIPIUS ...ttt st e 95 148 716
Do | SRR (3,977) (2,523) (29,845)
Net unrealized |0ss on available-for-sale SECUNties. ........cccvvrirecrinencnc e (928) (427) (6,967)
Foreign currency translation adjustments ..........cccceveevieevecce e, (413) (759) (3,096)
5,674 7,336 42,501
Treasury stock, at cost 15,751 sharesin 2002 and 971 sharesin 2001 ............... (1) (0) (8
Total shareholders’ EQUILY .......cooveeeiereere e 5,673 7,336 42,583
TOTAL LIABILITIESAND SHAREHOLDERS EQUITY ..ccoceiviieinieeeeeeieee ¥438,410 ¥484,545 $3,290,134




CONSOLIDATED STATEMENTS OF
OPERATIONS

Sumikin Bussan Corporation and Consolidated Subsidiaries
Years ended March 31, 2002, 2001 and 2000

Thousands of
U.S. dollars
Millions of yen (Note 1)
2002 2001 2000 2002
NET SALES (NOteS 11 and 13) ....ccccvvueviriririiisieneeeseeesieesesee e seeessenes ¥853,340 ¥923530 ¥914,405 $6,404,054
COST OF SALES (NOtE 1L) ...t 787,373 851,993 844,740 5,908,991
Grosstrading Profit ......ooveeeeeeeee s 65,967 71,537 69,665 495,063
SELLING, GENERAL AND
ADMINISTRATIVE EXPENSES (NOt€ 10) .....ccveeeeiirieiesieeeie e 60,883 63,625 63,741 456,912
Operating inCOME (NOLE 13) ......c.evuiiriireierieereere e 5,084 7,912 5,924 38,151
OTHER INCOME (EXPENSES):
Interest and dividend INCOME ........ccooerirerienieeee s 1,471 1,432 1,317 11,039
[NEEIESE BXPENSE ...ttt (4,714) (6,275) (6,090) (35,375)
Loss on devaluation Of INVENLOTY .........ccoereereneeneneseseeee e — (276) — —
Gain (loss) on sales of SeCUritieSTEL .......ccvecevieviecece e 639 35 (1,618) 4,792
Gain on sales of property, plant and equipment ...........cocoveeerrenenieenn 663 332 13,821 4,975
Loss on disposal of property, plant and equipment ..........c.ccovvevereennene — (780) — —
Loss on devaluation of investment SECUrties ........cccocvvvvvreinereneenne (480) (81) (6,592) (3,602)
Loss on devauation of membership ........cccoeveeeneneinenccneseeneiene — (495) — —
Provision for doubtful receivables ... (2,522) (2,601) (13,389 (18,929)
Additional payments of employees’ retirement benefits ... — — (1,416) —
Amortization of transitional obligation of employees' retirement
DENEFITS (NOLE 5) ...ttt (969) (855) — (7,271)
(@107 o 1= SRS 577 869 (649) 4,335
Other EXPENSESTEL .....c.ccveieieeiirieerie e seens (5,335) (8,695) (14,616) (40,036)
LOSS BEFORE INCOME TAXES
AND MINORITY INTERESTS ......cooitieiereeieereeiee s en (251) (783) (8,692) (1,885)
INCOME TAXES (Note 7):
(O ¢ (= o | OSSR 439 801 758 3,294
DEFEITEO ...ttt 636 (1,009) (4,097) 4,770
I 1 TS 1,075 (208) (3,339 8,064
MINORITY INTERESTSIN (EARNINGS) LOSSES
OF SUBSIDIARIES.......ctoitetitreeiee st seeeene s (105) 87) 489 (794)
NET LOSS ...ttt ettt se st nsens ¥ (1,431) ¥ (662) ¥ (4,864) $ (10,743)
U.S. dollars
Yen (Note 1)
PER SHARE OF COMMON STOCK (Note 2 n):
INEE TOSS ...ttt ettt st e e e saeneneeeas ¥(9.7) ¥(5.3) ¥(46.2) $(0.07)

See notes to consolidated financial statements.




CONSOLIDATED STATEMENTS OF
SHAREHOLDERS EQUITY

Sumikin Bussan Corporation and Consolidated Subsidiaries
Years ended March 31, 2002, 2001 and 2000

Millions of yen

nlJr?]wb(Srdof Foreign
shares of Additiona (Deficit) Net unredized  currency
commonstock  Common paic-in Revaluation  retained  losson available-  trandlation Treasury
(thousands) stock capital surplus eanings  for-sale securities  adjustments stock
BALANCE, MARCH 31, 1999 ......ccccoiiiinireen 105,178 ¥5,972 ¥1,372 — ¥ 296 — — ¥(0)
Adjustment of retained earnings for the adoption
of deferred tax accounting method................... — — — — 2,777 — — —
NELTOSS .. e — — — —  (4,864) — — —
Bonuses to directors and corporate auditors ...... — — — — (30) — — —
Effect of change in number of consolidated
subsidiaries and companies accounted for
by the equity method ... — — — — 94 — — —
Provision for retirement benefits of directors .... — — — — 2 — — —
BALANCE, MARCH 31, 2000 ......ccccvvevereereenernnnnn 105,178 5,972 1,372 — (1,729 — — ()]
Issuance of common StOCK .......ccceeveveeeevereieeeennen. 42,106 2,105 1,894 — — — — —
Reversal of asset revaluation reserve (Note 6) ... — — (446) — — — — —
NELTOSS .. — — — — (662) — — —
Bonuses to directors and corporate auditors....... — — — — (22 — — —
Effect of change in number of consolidated
subsidiaries and companies accounted for
by the equity method ... — — — — (110) — — —
Revaluation surplus (NOte 6) .........ccccevererenuenne. — — — ¥148 — — — —
Adjustment for net unrealized loss on
available-for-sale securities.........ccoeveecneennene, — — — — —  ¥(427) — —
Adjustment for foreign currency translation
AJUSEMENES ..o — — — — — —  ¥(759) —
BALANCE, MARCH 31, 2001 ......ccccceeereeierienienne 147,284 8,077 2,820 148 (2,523) (427) (759) (0)
NELTOSS .. — — — — (1,431 — — —
Bonuses to directors and corporate auditors....... — — — — (22 — — —
Revaluation surplus (NOte 6) .........ccccevvererenuenne. — — — (53) — — — —
Adjustment for net unrealized loss on
available-for-sale securities........cccoeveecneennne, — — — — — (501) — —
Adjustment for foreign currency translation
AdIUSEMENES ... — — — — — — 346 —
Net increase in treasury StocK..........cccoveeeveeenneene. — — — — — — — D
BALANCE, MARCH 31, 2002 .......coceoverinrereenne 147,284 ¥8,077 ¥2,820 ¥ 95 ¥(3,977) ¥(928) ¥(413) ¥(1)
Thousands of U.S. dollars (Note 1)
Foreign
Additional (Deficit) Net unredlized  currency
Common paid-in Revaluation ~ retained  lossonavailable- trandation Treasury
stock capital surplus eanings  for-sale securities adjustments stock
BALANCE, MARCH 31, 2001 .......ccccevvnvreeeenene $60,617 $21,166 $1,114 $(18,935) $(3,208) $(5,695) $(0)
NELTOSS .. — — — (10,743) — — —
Bonuses to directors and corporate auditors ...... — — — (167) — — —
Revaluation surplus (NOte 6) .........cccceverereeneenne. — — (398) — — — —
Adjustment for net unrealized loss on
available-for-sale securities........cccoeveecieenne, — — — — (3,759 — —
Adjustment for foreign currency translation
AdiUSEMENES ... — — — — — 2,599 —
Net increasein treasury StocK ..........cocovevereniennne — — — — — — (8
BALANCE, MARCH 31, 2002 ......cccccoovereeeeeenne $60,617 $21,166 $ 716 $(29,845) $(6,967) $(3,096) $(8)

See notes to consolidated financial statements.




CONSOLIDATED STATEMENTS OF
CASH FLOWS

Sumikin Bussan Corporation and Consolidated Subsidiaries
Years ended March 31, 2002 and 2001

Thousands of
U.S. dollars
Millions of yen (Note 1)
2002 2001 2000 2002
OPERATING ACTIVITIES:
Loss before income taxes and Minority INtEreStS .......covverveeenineeerneeeneereseeeeens ¥ (251) ¥ (783) ¥(8,692) $ (1,885)
Adjustmentsfor:
Depreciation and @mMOrtiZation .........ccouveieeeierininnessieeese s 3,552 4,344 4,410 26,659
Amortization of excess cost over net assets acquired .........oceeevvreeennsieienene, 194 206 285 1,456
Provision for (reversal of) doubtful receilvables ... 2,310 (7,562) 12,805 17,335
(Reversal of) provision for retirement benefits ........coovvvieiinnncciinnecen, (82 976 (173) (615)
(Gain) loss on sales of marketable securities and investments—net ..................... (639) (35) 1,618 (4,792)
Loss on devaluation of investment SECUNtIES .........ccceurrrrrrneneneeeceeeeeienes 480 81 6,592 3,602
Loss on disposal of property, plant and equipment .. — 780 — —
Gain on sales of property, plant and equipment ...... (663) (332  (13,821) (4,975)
INCOME tAXES PAIT ...v.vveviieriiiiririses ettt (612) (831) (501) (4,595)
Changesin assets and liabilities:
Decrease (inCrease) in reCaIVADIES ...t s 40,379 (14,474) 5,622 303,030
Decrease (INCrease) iN INVENTOMES .........c.ccrerrerererereeeeeere e 2,883 (2,273) 4,443 21,633
(Decrease) iNCrease in PAYADIES ... s (28,654) 21,427 2,223 (215,040)
L0 43 0T T (2,507) 8,985 (5,221) (18,813)
TOtal AQJUSIMENLS ...t 16,641 11,292 18,282 124,885
Net cash provided by operating aCtivitieS.........coceeeirivineinrninee s 16,390 10,509 9,590 123,000
INVESTING ACTIVITIES:
Decrease (increase) in time dePOSIT .....ccvvvvieieieeerinse s 829 (798) — 6,218
Decrease (increase) in marketable SECUNTIES ... 0 (55) 1,747 2
Purchases of property, plant and equipment ........... (4,483) (4,008) (19,662) (33,645)
Proceeds from sales of property, plant and eguipment .. 4,822 1,090 20,565 36,184
Purchases of intangibl@ 8SSELS ..........cov e s (474) (225) (404) (3,554)
Proceeds from sales of intangible @SSetS ........cvveivinivvsccccc e 205 — — 1,536
Purchases of iNVESIMENT SECUNTIES ..........c.cveeeereirrrreeeee e (1,241) (635) (690) (9,313)
Proceeds from sales of iNvestment SECUMLIES ........covvrrrrinecciee e 1,722 1,513 1,796 12,922
Proceeds from sales of the shares of companies previously consolidated ................. 2,553 — — 19,163
Decrease (increase) in short-term loans receivable ... 37 286 (2,863) 277
(Increase) decrease in long-term 10ans recaivable .........cevvervccininne e a7 48 (1,288) (125)
OLNEINEL ... e e — — (227) —
Net cash provided by (used in) investing actiVities..........ccccoeeeeennnnnnnnenenes 3,953 (2,784) 4,974 29,665
FINANCING ACTIVITIES:
Decrease in Short-term DOrTOWINGS ......coviveveveiiiiiirieee s seens (9,499) (8,489) (32,180) (71,284)
Proceeds from [0ng-term DOrTOWINGS.........oeeuiiiererinieeene et 15,415 9,486 15,724 115,685
Repayments of 10Ng-term DOMTOWINGS .........oevriiininiiineeeee e (23,331) (14,584) (7,119) (175,090)
Proceeds from issuance of DONGS .........c.ccvceiiiiccceieccc e 188 — — 1,407
Proceeds from issuance of CommOn SLOCK ........cccoceeieennnnncieeerrr e — 4,000 — —
Dividends paid fOr MINOMILY .......cccoeveiiriernmrreeceee s 9 (10) (8) (65)
Proceeds from funds by minority 50 — — 375
(@115 e 1= TP Q) — — (6)
Net cash used in finanCing 8CLIVIIES .........covrvririiiceee s (17,187) (9597)  (23,583) (128,978)
EFFECT OF EXCHANGE RATE CHANGES ON CASH
AND CASH EQUIVALENTS ...ttt s 74 325 (284) 553
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS........ccccovenve. 3,230 (1,547) (9,303) 24,240
CASH AND CASH EQUIVALENTS OF NEWLY CONSOLIDATED
SUBSIDIARIES, BEGINNING OF YEAR ..ot — 86 239 —
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR ......covvrrrrrrerereeene 21,335 22,796 31,860 160,116
CASH AND CASH EQUIVALENTS, END OF YEAR ..ot ¥24,565 ¥21,335 ¥22,796 $184,356
NON-CASH INVESTING AND FINANCING ACTIVITIES:
Assets increased by consolidation of subsidiaries previously unconsolidated .......... — ¥605 ¥147 —
Liabilitiesincreased by consolidation of subsidiaries previously unconsolidated .... — 391 10 —
Assets decreased by unconsolidation of companies previously consolidated ........... ¥5,281 — — $39,629
Liabilities decreased by unconsolidation of companies previously consolidated ..... 3,263 — — 24,491

See notes to consolidated financial statements.




NOTESTO CONSOLIDATED
FINANCIAL STATEMENTS

Sumikin Bussan Corporation and Consolidated Subsidiaries

The accompanying consolidated financial statements of
SUMIKIN BUSSAN CORPORATION (the “Company”) and
its consolidated subsidiaries have been prepared in accor-
dance with the provisions set forth in the Japanese Securities
and Exchange Law and its related accounting regulations and
in conformity with accounting principles and practices
generally accepted in Japan, which are different in certain
respects as to application and disclosure requirements of
International Accounting Standards. The consolidated
financial statements are not intended to present the financial
position, results of operations and cash flows in accordance
with accounting principles and practices generally accepted
in countries and jurisdictions other than Japan.

In preparing the consolidated financial statements,
certain reclassifications and rearrangements have been made

1. Basis of Presenting Consolidated Financial Statements

to the consolidated financial statements issued domestically
in order to present them in aform which is more familiar to
readers outside Japan. In accordance with accounting proce-
dures generally accepted in Japan, certain comparative
disclosures are not required to be and have not been pre-
sented herein.

The United States dollar amounts included herein
represent translations using the exchange rate at March 31,
2002 of ¥133.25 = US$1 solely for convenience. The transla-
tions should not be construed as representations that Japanese
yen have been, could have been, or could in the future be,
converted into United States dollars at that rate or any other
rate.

Certain reclassifications have been made in the 2001 and
2000 consolidated financial statements to conform to the
classifications used in 2002.

a. Consolidation

The consolidated financial statements include the accounts of
the Company and all significant subsidiaries (together, the
“Group”). All significant intercompany accounts and transac-
tions have been eliminated in consolidation. All material
unrealized profit included in assets resulting from transac-
tions within the Group is eliminated.

Under the control or influence concept, those companies
in which the Company, directly or indirectly, is able to exercise
control over operations are fully consolidated, and those
companies over which the Group has the ability to exercise
significant influence are accounted for by the equity method.

The equity method has been adopted for investmentsin
certain unconsolidated subsidiaries and significant associated
companies.

Investments in the remaining unconsolidated subsidiar-
ies and associated companies are stated at cost, except that
appropriate write-downs are recorded for investmentsin
unconsolidated subsidiaries and associated companies which
have incurred substantial losses deemed to be of a permanent
nature. Had the equity method been applied to the invest-
ments in the remaining unconsolidated subsidiaries and
associated companies, there would not have been a material
effect on the consolidated financial statements.

2. Summary of Significant Accounting Policies

The excess cost of the Company’s investmentsin
consolidated and unconsolidated subsidiaries and associated
companies accounted for by the equity method over its equity
in the net assetsis amortized over five years.

b. Cash Equivalents

Cash equivalents are short-term investments that are readily
convertibleinto cash and that are exposed to insignificant risk
of changesin value.

Cash equivalents include time deposits, certificates of
deposits, and mutual funds investing in bonds that represent
short-term investments, all of which mature or become due
within three months of the date of acquisition.

c. Allowance for doubtful receivables

Prior to April 1, 2000, the allowance for doubtful receivables
was provided in amounts management considers sufficient to
cover possible losses on collection. The alowance is based
on past collection experience and management’s estimate of
the collectibility of individual receivables.

Effective April 1, 2000, the Group adopted a new
accounting standard for financial instruments and provided
the allowance for doubtful accounts principally at an amount
computed based on the actua ratio of bad debtsin the past
and the estimated uncollectible amounts based on the analysis
of certain individual receivables. The effect of adopting the
new accounting standard was immaterial.




d. Inventories
Inventories are principally stated as follows:

Steel products are stated at cost determined by the
moving-average method. Textiles are stated at cost deter-
mined by the first-in, first-out method or by the specific
identification method. Foodstuffs are stated at cost deter-
mined by the specific identification method. Other invento-
ries are stated at cost determined by the moving-average
method or by the specific identification method.

e. Marketable and Investment Securities

Prior to April 1, 2000, marketable and investment securities
are stated principally at cost determined by the moving-
average method except that appropriate write-downs are
recorded for securities with values considered to have been
permanently impaired.

Effective April 1, 2000, the Group adopted a new
accounting standard for financial instruments, including
marketable and investment securities.

Under this standard, all securities are classified as
available-for-sale securities and are reported at fair value,
with unrealized gains and losses, net of applicable taxes,
reported in a separate component of shareholders’ equity.
The cost of securities sold is determined based on the
moving-average method.

However, where their fair value is not readily determin-
able, available-for-sale securities are stated at cost determined
by the moving-average method. For other than temporary
declinesin fair value, such available-for-sale securities are
reduced to net realizable value by a charge to income.

f. Property, Plant and Equipment

Property, plant and equipment are stated at cost. Depreciation
of property, plant and equipment of the Company has been
computed by the straight-line method based on the estimated
useful lives of the assets. Depreciation of property, plant and
equipment of the subsidiaries has been computed principally
by the declining-balance method at rates based on the
estimated useful lives of the assets. The range of useful lives
isprincipally from 3 to 50 years for buildings and structures,
from 3 to 13 years for machinery and equipment.

g. Retirement and Pension Plans

Under the employees’ retirement plans for the Company and
certain consolidated subsidiaries, prior to April 1, 2000, the
annual provision for retirement benefits was calculated to
state the liability at 40% of the amount that would be required
if al employees voluntarily terminated their employment at

each balance sheet date. Approximately 50% of the annual
provisions were funded with an outside trustee. Under the
noncontributory funded pension plan, the funds for the
annuity payments, including prior service cost whichis
amortized by the declining-balance method at an annual rate
of 30%, are entrusted to an outside trustee.

Effective April 1, 2000, the Group adopted a new account-
ing standard for employees’ retirement benefits and accounted
for the liability for retirement benefits based on the projected
benefit obligations and plan assets at the balance sheet date.

The amount of the transitional obligation of ¥4,114
million determined as of April 1, 2000, is amortized over five
years and presented as other expense in the consolidated
statements of operations.

Retirement benefits to directors and corporate auditors are
charged to income upon authorization by the shareholders.

h. Lease

All leases are accounted for as operating leases. Under
Japanese accounting standards for |eases, finance |eases that
do not transfer ownership of the leased property to the lessee
are permitted to be accounted for as rental transactions if
certain “asif capitalized” information is disclosed in the
notes to the lessee’'s consolidated financial statements.

i. Income Taxes

The provision for income taxes is computed based on the
pretax income included in the consolidated statements of
operations. The asset and liability approach is used to recog-
nize deferred tax assets and liabilities for the expected future
tax consequences of temporary differences between the
carrying amounts and the tax bases of assets and liabilities.
Deferred income taxes are measured by applying currently
enacted tax laws to the temporary differences.
j-Appropriations of Retained Earnings

Appropriations of retained earnings at each year-end are
reflected in the financial statements for the following year
upon shareholders’ approval.

k. Foreign Currency Transactions

Prior to April 1, 2000, short-term receivables and payables
denominated in foreign currencies were trandated into
Japanese yen at the exchange rates prevailing at each balance
sheet date, while long-term receivables and payables denomi-
nated in foreign currencies were translated at the exchange
ratesin effect at the dates of transactions, except for such
receivables and payables effectively hedged by forward
exchange contracts.




Effective April 1, 2000, the Group adopted a revised
accounting standard for foreign currency transactions. In
accordance with the revised standard, all short-term and long-
term monetary receivables and payables denominated in
foreign currencies are translated into Japanese yen at the
exchange rates at the balance sheet date. The foreign
exchange gains and losses from tranglation are recognized in
the consolidated statement of operations to the extent that
they are not hedged by forward exchange contracts.

I. Foreign Currency Financial Statements

The balance sheet accounts of the consolidated foreign
subsidiaries are trandated into Japanese yen at the current
exchange rate as of the balance sheet date except for share-
holders' equity, which istrandated at the historical rate.
Differences arising from such translation were shown as
“Foreign currency trandation adjustments’ in a separate
component of shareholders’ equity.

Revenue and expense accounts of consolidated foreign
subsidiaries are trandated into yen at the average exchange
rate.

m. Derivatives and Hedging Activities

The Group uses derivative financial instruments to manage
its exposures to fluctuations in foreign exchange and interest
rates. Foreign exchange forward contracts and interest rate
swaps are utilized by the Group to reduce foreign currency
exchange and interest rate risks. The Group does not enter
into derivatives for trading or speculative purposes.

Derivative financial instruments and foreign currency
transactions are classified and accounted for as follows: a) all

derivatives be recognized as either assets or liabilities and
measured at fair value, and gains or losses on derivative
transactions are recognized in the statement of operations
and b) for derivatives used for hedging purposes, if deriva-
tives qualify for hedge accounting because of high correlation
and effectiveness between the hedging instruments and the
hedged items, gains or |osses on derivatives are deferred until
maturity of the hedged transactions.

The foreign currency forward contracts are utilized to
hedge foreign currency exposures imported from overseas
suppliers. Trade payables denominated in foreign currencies
aretrandated at the contracted rates if the forward contracts
qualify for hedge accounting. Interest rate swaps are utilized
to hedge interest rate exposures of long-term debt. These
swaps, which qualify for hedge accounting, are measured at
market value at the balance sheet date and the unrealized
gains or losses are deferred until maturity as other liability or
assets.

n. Per Share Information

Net loss per share is based upon the weighted average
number of shares outstanding during the relevant financia
year. The weighted average number of shares used in the
computation was 147,284 thousand shares for 2002, 126,172
thousand shares for 2001, and 105,178 thousand shares for
2000.

Diluted net income per share is not disclosed because of
the Company’s net |oss position.

Dividends per share are based on cash dividends appli-
cableto the relevant financial years.

3. Marketable and Investment Securities
Marketable and investment securities as of March 31, 2002 and 2001 consisted of the following:

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Current:
Marketable eqUIty SECUITIES. ........couiieriiee e — — —
Government and COrporate BONAS ..o — ¥1 —
TOLAL ..ottt e — ¥1 —
Non-current:
Marketable eqUIty SECUMTIES.........cviierireeirieeeeree s ¥11,957 ¥15,259 $89,735
Government and COrporate BONAS ...........ccoereininniner e 28 26 207
TOLAL ..ottt e ¥11,985 ¥15,285 $89,942




The carrying amounts and aggregate fair values of marketable and investment securities at March 31, 2002 and 2001 were as

follows:

Millions of yen

Unrealized Unrealized Fair
March 31, 2002 Cost gains losses value
Securities classified as:
Available-for-sale:
EQUILY SECUFTIES ..ot ¥8,043 ¥317 ¥1,686 ¥6,674
DEbt SECUMTIES ..c.veieeieee e s 25 0 — 25
Millions of yen
Unrealized Unrealized Fair
March 31, 2001 Cost gains losses value
Securities classified as:
Available-for-sale:
EQUILY SECUFTIES ..o s ¥9,986 ¥867 ¥1,219 ¥9,634
DEbt SECUMTIES ..c.vveeieee e s 26 0 — 26
Thousands of U.S. dollars
Unrealized Unrealized Fair
March 31, 2002 Cost gains losses value
Securities classified as:
Available-for-sale:
EQUILY SECUFTIES ..ot $60,360 $2,379 $12,653 $50,086
DEDL SECUMNTIES ...t 188 7 — 195

Available-for-sale securities whose fair value is not readily determinable as of March 31, 2002 and 2001 were as follows:

Carrying amount

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Available-for-sale:
EQUITY SECUNMTIES ..vviviiieieisieieteese ettt ettt st s es ¥5,283 ¥5,624 $39,648
[B1S oS = 010 | £ (- 2 2 17
Lo == TR ¥5,285 ¥5,626 $39,665




4. Short-Term Borrowings and Long-Term Borrowings
Short-term borrowings at March 31, 2002 and 2001 consisted of the following:

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Loans, primarily from banks with interest
principally at 0.474% to 7.438% in 2002,
0.123% t0 8.660%0 1N 2001 ......coeireeeeiirerieieirie ettt ¥140,992 ¥149,603 $1,058,103
Long-term borrowings at March 31, 2002 and 2001 consisted of the following:
Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Loans, primarily from banks and insurance companies
with interest principally at 0.9% to 4.967% in 2002,
0.98% to 2.98% in 2001, due serially to 2010:
COlAErAlIZEA ... ¥ 2,532 ¥ 2,774 $ 19,003
UNSECUEH ...ttt 48,173 57,354 361,523
TOLAL ettt bbb s 50,705 60,128 380,526
LSS CUITENE POITION ..ttt sttt st (15,728) (23,632) (118,035)
Long-term borrowings, 1€SS CUITENt POITiON .........ccceerueieerienenereeee e ¥34,977 ¥36,496 $262,491
The carrying amounts of assets pledged as collateral for short-term bank loans and long-term debt at March 31, 2002 were as
follows:
Thousands of
Millions of yen U.S. dollars
B L0 T= o L= o0 T £ T ¥ 120 $ 900
L= (S 10 (= 151 1,134
MarKetable SECUITIES ....coueeeieeeeieee et ese et e e se e e e e e e eneeneas 3 23
LBING L.t b bR b bR R e R bRt E R bRt e e e bR b e nen e 2,476 18,579
BUITAINGS 8N SLIUCLUIMES ......c.eeiee ettt se e e e e se e e saeseenteneeneeneas 1,703 12,780
Machinery and EQUIPIMENT .......co.ciiiieree ettt sttt b e e b bbb e eb e 366 2,750




The annual maturities of long-term borrowings as of March 31, 2002 were as follows:

Year ending March 31 Millions of yen

Thousands of
U.S. dollars

2003 .. et re e ¥15,728 $118,035
2004 ... et 15,906 119,369
2005 e e R e R e R R R SRR AR R R Rt e R R e e nenn e re e 9,493 71,239
2006 ...t b e e e e 6,306 47,323
2007 e e e 3,163 23,740
2008 AN tNEIEAIFTEN ......eeveeetereet ettt et b e e b et b et b e et b et ebeseene b e 109 820
L= OSSR ¥50,705 $380,526

Asis customary in Japan, the Company maintains deposit
bal ances with banks with which it has bank loans. Such
deposit balances are not legally or contractually restricted as
to withdrawal.

In addition, the bank borrowings are subject to agree-
ments under which collateral must be given if requested by the

lending banks, and certain banks have the right to offset cash
deposited with them against any bank loan or obligation that
becomes due and, in case of default and certain other specified
events, againgt al other debt payable to the bank concerned.
The Company has never received any such request.

5. Retirement and Pension Plans

The Company and its certain consolidated subsidiaries have
severance payment plans for employees.
Under most circumstances, employees terminating their

made in the form of alump-sum severance payment from the
Company or from certain consolidated subsidiaries and
annuity payments from atrustee. Employees are entitled to

employment are entitled to retirement benefits determined
based on the rate of pay at the time of termination, years of
service and certain other factors. Such retirement benefits are

Theliability for employees’ retirement benefits at March 31, 2002 and 2001 consisted of the following:

larger paymentsif the termination is involuntary, by retire-
ment at the mandatory retirement age or by death.

Thousands of
Millions of yen U.S. dollars
Year ending March 31 2002 2001 2002
Projected benefit Obligation ...........ccoiiiiiiiie e ¥12,431 ¥13,503 $93,289
Fair value Of Plan @SSELS .....c.cviieiriecierierie ettt (6,047) (6,280) (45,378)
Unrecognized aCtuarial 0SS ..........oeriiiririeiiiie e e (1,015) (704) (7,615)
Unrecognized transitional obligation ... (2,122) (3,259) (15,928)
Prepaid PENSION COSL......coueiuirieierieieeee ettt s et sa b sae e 118 183 885
INEE HBDIHITY ...t ¥ 3,365 ¥ 3,443 $25,253




The components of net periodic benefit costs for the year ended March 31, 2002 and 2001 are as follows:

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
SEIVICE COSE vuvuvreriirietetisistetete st s e te et se et st s bese st s e bese e e et e s e e s e tesene s besenessnsesenesnsesin ¥ 648 ¥ 671 $ 4,859
INEEIESE COSL .....eeiieieie ettt e e et e e e e et e e e e e st e e e e e e eeanreeeeeeesaabaeeeassensnrseeeenannn 327 323 2,458
Expected return on plan @SSELS ... e (136) (186) (2,020)
Recognized aCtuarial 10SS........ccccveiieiecieseee et 61 1 457
Amortization of transitional obligation ..........cccceevvvirinieerererer e 969 855 7,271
Net periodic DENEFIt COSES......cviiiiiiiesee et et ¥1,869 ¥1,664 $14,025
Assumptions used for the year ended March 31, 2002 and 2001 are set forth as follows:
2002 2001
DISCOUNE FAEE ...ttt 3.0% 3.0%
Expected rate of return on plan aSSats .........cccoevevreneneeieneneeseseee 2.5% 3.5%
Recognition period of actuarial gain /0SS ........cccceveveiiininenecee, 10 years for the most part 10 years for the most part
Amortization period of transitional obligation ............cccceeeiiiinenene 5years 5Syears

6. Shareholders’ Equity

Japanese companies are subject to the Japanese Commercial
Code (the “Code") to which certain amendments became
effective from October 1, 2001. Prior to October 1, 2001, the
Code required at least 50% of the issue price of new shares,
with aminimum of the par value thereof, to be designated as
stated capital as determined by resolution of the Board of
Directors. Proceeds in excess of amounts designated as stated
capital were credited to additional paid-in capital. Effective
October 1, 2001, the Code was revised and common stock
par values were eliminated, resulting in all shares being
recorded with no par value.

Prior to October 1, 2001, the Code al so provided that an
amount at least equal to 10% of the aggregate amount of cash
dividends and certain other cash payments which are made as
an appropriation of retained earnings applicable to each fiscal
period shall be appropriated and set aside as alegal reserve
until such reserve equals 25% of stated capital.

Effective October 1, 2001, the revised Code allows for
such appropriations to be set aside as alegal reserve until the
total additional paid-in capital and legal reserve equals 25%
of stated capital. The amount of total additional paid-in
capital and legal reserve which exceeds 25% of stated capital
can be transferred to retained earnings by resolution of the
shareholders, which may be available for dividends. The

Company’s legal reserve amount, which isincluded in
retained earnings, totals¥ — million ($ — thousand) and

¥ — million as of March 31, 2002 and 2001, respectively.
Under the Code, companies may issue new common sharesto
existing shareholders without consideration as a stock split
pursuant to aresolution of the Board of Directors. Prior to
October 1, 2001, the amount calculated by dividing the total
amount of shareholders’ equity by the number of outstanding
shares after the stock split could not be less than ¥50. The
revised Code eliminated this restriction.

Prior to October 1, 2001, the Code imposed certain
restrictions on the repurchase and use of treasury stock.
Effective October 1, 2001, the Code eliminated these restric-
tions allowing companies to repurchase treasury stock by a
resolution of the shareholders at the general shareholders
meeting and dispose of such treasury stock by resolution of
the Board of Directors after March 31, 2002. The repurchased
amount of treasury stock cannot exceed the amount available
for future dividend plus amount of stated capital, additional
paid-in capital or legal reserve to be reduced in the case
where such reduction was resolved at the general share-
holders' meeting.

The Code permits companies to transfer a portion of
additional paid-in capital and legal reserve to stated capital by




resolution of the Board of Directors. The Code also permits
companies to transfer a portion of unappropriated retained
earnings, available for dividends, to stated capital by
resolution of the shareholders.

Dividends are approved by the shareholders at a meeting
held subsequent to the fiscal year to which the dividends are
applicable. Semiannual interim dividends may also be paid
upon resolution of the Board of Directors, subject to certain
limitations imposed by the Code.

Under the “Law of Land Revaluation”, an associated
company elected a one-time revaluation of its own-use land
to avalue based on real estate appraisal information as of
June 30, 2000.

The resulting land revaluation excess represents unreal -
ized appreciation of land and is stated, net of income taxes, as
a component of shareholders’ equity. Thereis no effect on the

statement of operations. Continuous readjustment is not
permitted unless the land value subsequently declines
significantly such that the value of the decline should be
removed from the land reval uation excess amount and
deferred tax liabilities. The details of the one-time revaluation

as of June 30, 2000 are as follows:

Land before revauation ¥1,097 million
Land after revaluation  ¥1,620 million
Deferred tax liabilities  ¥220 million
Land revaluation excess ¥303 million

As of March 31, 2002, the carrying amount of the land
after the above one-time revaluation exceeded the market
value by ¥50 million ($381 thousand).

7. Income Taxes

The Company and consolidated Japanese domestic subsidiar-
ies are subject to a number of different taxes based on income
which, in the aggregate, resulted in an effective normal
statutory tax rate of approximately 42% for the years ended
March 31, 2002 and 2001. The foreign subsidiaries are

subject to a number of different taxes based on income at a

tax rate of each country.

The tax effects of significant temporary differences and
loss carryforwards which resulted in deferred tax assets and
liabilities at March 31, 2002 and 2001 are as follows:

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Deferred tax assets:
Tax 10SS 