B FINANCIAL REPORT

Consolidated Balance Sheets

Thousands of
U.S.dollars
Millions of Yen (Note 1)
ASSETS 2004 2003 2004
Current assets:
Cash and time deposits (Notes 4 and 7) ......cccceeeveveeeeevererieeeieenas ¥ 60,102 ¥ 73,540 $ 568,663
Marketable securities (Notes 4 and 5) ........cccceveeeievieiecieeieeeenns 225 148 2,129
Notes and accounts receivable:
L= o LSRR 27,713 45,465 262,210
Unconsolidated subsidiaries
and affiliated COMpPanies ........coceeeveveeieeerennenn 1,057 1,287 10,001
(@10 S 355 333 3,359
Less:Allowance for doubtful accounts ................. (582) (391) (5,507)
28,543 46,694 270,063
1V 010 = 8,431 8,857 79,771
Deferred tax assetS (NOLE 14).......ccvviieirieirieeneeseesie e 2,569 2,552 24,307
AAVANCED MOMEY ......eviitirieieiitinie ettt ese e sre b sae e 859 630 8,127
(@11 S 3,349 1,638 31,687
Total CUrrent assets ......cocvevereneeneresenese e 104,078 134,059 984,747
Investments:
Investment securities (NOLE5) ....cceeveeveveiieece e 16,712 11,209 158,123
Investmentsin:
Unconsolidated subsidiaries
and affiliated COMpPanies .........cccceeeveeveeieeeeeenenn, 4,897 2,306 46,334
(@10 SR 2,614 2,740 24,733
Less:Allowance for doubtful accounts.................. (450) (404) (4,258)
7,061 4,642 66,809
Deferred tax assetS (NOLE 14)......cvvveereeereeirieiiieisieeseseseenesnens 1,751 2,893 16,567
25,524 18,744 241,499
Property, plant and equipment:
Land (NOteS 7 and 8)......c.ccveueiveeieieeeiseetesieeseere et 3,307 3,499 31,290
Buildings and structures (NOtE 7) .......cceeveevereeseesiesieieeeieieeeeneas 10,215 10,311 96,650
Machinery and equipment ...........cooceverenenese s 9,765 9,901 92,393
CoNSruCtion iN PrOgrESS .......ccveeriererieerieerieseseesesiesesieseeessenessens 18 17 170
23,305 23,728 220,503
Less:Accumulated depreCiation ...........cooeeeiereesieniesieieeenieneeaas (13,843) (13,433) (130,977)
9,462 10,295 89,526
(@11 = £ 883 1,106 8,355
¥139,947 ¥ 164,204 $1,324,127

Thousands of
U.S.dallars
Millions of Yen (Note 1)
LIABILITIESAND SHAREHOLDERS EQUITY 2004 2003 2004
Current ligbilities:
Short-term bank loans (Notes 7 and 9) .........ccoceevevieveienieieieennns ¥ 6,226 ¥ 6,675 $ 58,908
Current portion of long-term debt (Notes7and 9) ............c....... 233 278 2,205
Notes and accounts payable:
QLI 0[PPSR 36,283 50,894 343,296
Unconsolidated subsidiaries
and affiliated COMPANIES .........covverireireinienenn 1,194 1,000 11,297
(@ 111 998 1,020 9,443
38,475 52,914 364,036
Accrued income taxes (NOte 14) ........cccecervererirenenesesesienie e 535 1,060 5,062
Consumption tax payable ..........ccoeereeriineieeee e 62 3,739 587
ACCIUEH EXPENSES ...ovviiiierieseeieeeseeeeseeseeseesessessessessessessessesseseens 2,828 3,809 26,758
Allowance for 10sses 0n sales CoNtracts .......c.ococeveeveereeerieenens 655 782 6,197
AQVANCES TECAIVEL .....oviiiiiiiiieiiieieieie sttt eenas 6,813 10,024 64,462
(@101 SRS 423 495 4,002
Total current liabilities ......cccceevveeecieiiiceeeeie 56,250 79,776 532,217
Long-term debt (NoteS 7 and 9) ........ccceeeeieieeiiceece e 348 371 3,293
Allowance for employees' retirement benefits (Note 10) ..........ccceueeee. 6,711 7,614 63,497
Allowance for directors and corporate auditors' retirement benefits...... 555 619 5,251
Deferred tax liabilities (NOtE 14).......ceieeeeereereeeseeseeeeeee e se e eees 29 60 274
Deferred tax liability for revaluation reserve for land (Notes 8 and 14) .. 232 232 2,195
Total [iabilitieS ...ccvveeveiieiceice e 64,125 88,672 606,727
Minority interestsin consolidated subsidiaries ...........cccccoeviveinencnnnn. 3,554 3,543 33,627
Contingent liabilities (Notes 6, 11 and 16)
Shareholders' equity:
Common stock
Authorized: 321,840,000 shares
Issued: 87,799,248 SNAr€S .........ccccvevreerereeserrennnnes 13,367 13,367 126,474
Capital SUrplus (NOE 12) ........ccevveirieenienieierieie st 12,407 12,407 117,390
Retained earnings (NOtE 12) ......cccooveevieeerieieseeese e sese e seeeas 44 479 46,426 420,844
Revaluation reserve for land (NOte 8) .......cccccvvvevvevveeseieseenns 197 197 1,864
Net unrealized holding gain on available-for-sale securities ...... 3,288 189 31,110
Foreign currency translation adjustments ............ccoceevveereeneneene (47) (25) (445)
LeSSITreasury SIOCK ...c.ooveeirieerieirieiriecsie e (1,423) (572) (13,464)
Total shareholders equity .......cccoevvevreeerereenens 72,268 71,989 683,773
¥139,947 ¥ 164,204 $1,324,127

See accompanying notes.
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Consolidated Statements of Operations

Takuma Co., Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2004 and 2003

Consolidated Statements of Shareholders' Equity

Takuma Co., Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2004 and 2003

Millions of Yen

Net
unredized  Foreign
Revalu- holding gain currency

Thousands of
U.S.dollars
Millions of Yen (Note 1)
2004 2003 2004
NEt SAIES (NOLE 15) .ttt ¥ 095183 ¥ 161,289 $ 900,587
Cost of sales (NOtesS 13 aNd 15) .....ccueveeeerieuerieirieisieieereseee s seene e 78,651 129,190 744,167
GrOSS PO ..ttt 16,532 32,099 156,420
Selling, general and administrative expenses (Notes 13 and 15)........ 16,701 16,901 158,019
Operating income (10SS) (NOtE 15) ......coveuerveerieiriiiriiisiesieieneees (169) 15,198 (1,599
Other income (expenses):
Interest and dividend INCOME .........cccoeereiinenisesee e 247 237 2,337
INEEIESt EXPENSE ... e (64 (82) (606)
Foreign currency exchange oSS ..........cooveereineiniecsicscesenes (88) (126) (833
Write-down of marketable securities
and investment SECUNTIES .........ccovveerereieeerieenene ) (1,455) 47)
Write-down of investments in unconsolidated subsidiaries
and affiliated COMPANIES ........ccovvvrireeineieieenene (51 - (483)
Loss from liquidation of an unconsolidated subsidiary ............... (D) (299) (©)]
Gain (loss) on disposal of property, plant and equipment ........... 168 (332 1,590
Technical assiStanCe TR ..o 338 306 3,198
Equity in earnings of affiliated companies............c.cccvvevreieneene 227 - 2,148
Provision for doubtful acCounts ...........cccoeoeveireiieiii s (202) (330) (1,911)
Provision for 10Sses 0N sales CONtracts ...........cccoeeeeneeenenenennen. - (782) -
Write-down of golf club memberships ..o, (20 (37) (95)
Amortization of net transition obligation resulting
from the adoption of new accounting standard
for retirement benefits (Note 10) ...........ccceevenennee - (178) -
Additional retirement payments (Note 10) .........ccceoevererererinienens (848) - (8,023)
OLNEN, NEL ... (23 (132 (218)
(312) (3,210) (2,952)
Income (loss) befor e income taxes and minority interests ................ (481) 11,988 (4,551)
I ncome taxes (Note 14):
CUMTENE ..ttt sttt sb bttt e e 1,196 4,603 11,316
PESE ...t 358 - 3,387
DEFEITEA ... (2,039) 1,804 (9,831)
515 6,407 4,872
Minority interestsin earnings
of consolidated SUDSIAIaries .........cccccoeereirenrineiseeseeee 36 359 341
NEL INCOME (I0SS) ... ettt ¥ (1,032 ¥ 5222 $ (9,764)
U.S.dollars
Yen (Note 1)
Per share:
NEL INCOME (I0SS)  .ovvieeierieiiriee ettt ¥ (12.66) ¥ 5821 $ (0.12)
Diluted NELINCOME ....veeiiiieeiiriee e - 57.95 -
Cash dividends applicable to theyear ..........cccccveiiiiiieiieineee, 10.00 15.00 0.09

See accompanying notes.

Number ation onavailable- trandlation
of shares Common Capital Retained reserve  for-sae adjust-  Treasury
issued stock surplus  earnings  forland  securities ments stock

Balance as of March 31, 2002..........cccceoeueieveueeeenienennns 87,799,248 ¥ 13367 ¥ 12,407 ¥ 42654 ¥ 197 ¥ 523 ¥ (3) ¥ (991
NELINCOME.. .ottt - - - 5,222 - - - -
Net unrealized holding gain on

available-for-sale securities ............oooceveeenenes - - - - - (334 = >
Foreign currency trandation adjustments............... - - - - - - (22) -
Decrease in treasury Stock ...........ccccoeereieieninenine - - - - - - - 419
Cash dividends (¥15.00 per share) .........cceeeevevenee. o = - (1,297) = - - -
Bonuses to directors and corporate auditors ............. - - - (153) = = = -

Balance as of March 31, 2003...........ccccoeevevereeeeerenenen 87,799,248 ¥ 13367 ¥ 12,407 ¥ 46426 ¥ 197 ¥ 189 ¥ (25) ¥ (572
N ] O S ——————— - - - (1,032) = = = >
Net unrealized holding gain on

available-for-sale Securities .........ccoeeeveeeeveecnnenn. - - - - - 3,099 - -
Foreign currency translation adjustments............... - - - - = = (22) >
Increasein treasury stocK —........cccovvicvvenccicicienen, - - - - - - = (851)

Increase due to increase in number of affiliates
accounted for by the equity method.................... - - = 67 = = = >
Cash dividends (¥10.00 per share) .........c.cccceeevneeee - - = (855) = = = =
Bonusesto directors and corporate auditors ............. - - - (127) S S = >
Balance as of March 31, 2004 .........cccceeeieieueecenienennns 87,799,248 ¥ 13367 ¥ 12407 ¥ 44479 ¥ 197 ¥ 32838 ¥ (47) ¥ (1423

Thousands of U.S.dollars (Note 1)

Balance as of March 31, 2003...........ccccoeeevemereierenenens $126,474 $117,390 $ 439266 $ 1864 $ 1,788 $ (237) $ (5412
N ] O S ——————— - - (9,764) = = = >
Net unrealized holding gain on

available-for-sale securities ..........coouoeenrenienens - - - - 29,322 = >
Foreign currency translation adjustments............... - - - - - (208) -
Increasein treasury stoCK —.......ccocvveicicencciciiienen, - - - - = - (8,052
Increase due to increase in number of affiliates
accounted for by the equity method.................... - - 634 o - - -
Cash dividends ($0.09 per share) .........cccovereevruenes - - (8,090) - - - -
Bonuses to directors and corporate auditors.............. - - (1,202) - - - -
Balance as of March 31, 2004 .........cccceveeeeeueeeenienennns $126474 $117,390 $ 420,844 $ 1864 $ 31110 $ (445 $(13,464)

See accompanying notes.
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Consolidated Statements of Cash Flows

Thousands of
U.S.dollars
Millions of Yen (Note 1)
2004 2003 2004
Cash flows from oper ating activities:
Income (loss) before income taxes and Minority iNtErestS ...........coceveveeererereeeererecenenas ¥ (481) ¥ 11,988 $ (4,551)
Adjustments to reconcile income (loss) before income taxes and minority
interests to net cash provided by (used in) operating activities:
D= o= =1 o o OSSP 1,101 1,144 10,417
Write-down of marketable securities and investment SECUNItieS ........ccoveeveeeveeiveennenns 5 1,455 47
Write-down of investments in unconsolidated subsidiaries and affiliate companies ... 51 - 483
Loss from liquidation of an unconsolidated SubSIdiary ............cooeoeeeirencnircriiinnene 1 299 9
Loss (Gain) on disposal of property, plant and equipment (168) 332 (1,590)
Write-down of golf club memberships..........cccoveeinnneiennsccsreenes 10 37 95
Additional retiremMent PAYMENES ........ceouririeirerireeeriresieese st sesssee e seesesesesassesesesses 848 - 8,023
Increase in allowance for doubtful aCCOUNLS ............ccoveeiiiieceiieie e 237 92 2,242
Decrease in allowance for [0sses on sales contracts..........oceeevveeveeeereeen (126) (564) (1,192)
Decrease in pension benefit obligation ... (967) (335) (9,149)
Interest and dividend INCOME .........ccouiiiririirerenieeese ettt (247) (237) (2,337)
INEEIESE EXPENSE ....vuviiiiii s 64 82 606
Equity in earnings of affiliated COMPanies.............ccooeeeiieeiieieccienenas (227) - (2,148)
Net decrease in notes and accounts receivable and advance received..... 15,010 21,241 142,019
DECrease iN INVENOMES .......ceeeeeeiieireireiresresseeeeeesessessessessessesaessesseessenes 425 4,122 4,021
Decrease (Increase) in consumption tax reCeilVable...........coovvnrrennninesensesesessene (1,430) 94 (13,530)
INcrease in Other CUIreNt aSSEtS .........covovveereireneee et (16) (44) (151)
Net decrease in notes and accounts payable and advance money (14,478) (18,521) (136,986)
Increase (Decrease) in consumption tax payable............ccocoeeieeciienenas (3,677) 3,513 (34,790)
Increase (Decrease) in other current liabilities ..........cccocceeeicccccnnns (150) 334 (1,419)
Payment of bonuses to directors and corporate auditors..............ccccoeue.. (144) (a75) (1,362)
OENEN ...ttt (875) 275 (8,279)
SUBEOLEL ...ttt (5,234) 25,132 (49,522)
Interest and dividend reCEIVEd ..........ccvvviieieeecieeieie e 268 239 2,536
INEErESE PAIT .....eeeiiieeieiiiiieieiei ettt (64) (84) (606)
Income taxes paid ..........cccoererererereene (2,415) (11,643) (22,850)
Additiona retirement payments (848) - (8,023)
Net cash provided by (used in) operating aCtiVitieS..........cocovvvrereierrisesssisessenes (8,293) 13,644 (78,465)
Cash flows from investing activities:
Net decrease in tiMe JEPOSITS ......ceiveririerieierie ettt saeneas 239 1,531 2,261
Purchase of property, plant and eqUIPMENt ...........coceeirreeennitecee e (400) (402) (3,785)
Sales of property, plant and EQUIPMENL .........ccevereririieierieee s 454 200 4,296
Purchase of intangible fiXed @SSEtS .........cvrireririririsrirers s (69) (564) (653)
Purchase of investment securities (812) (3,228) (7,683)
Sales Of INVESIMENT SECUNTIES......cvecviiriiriiriieeieeeie e sre e sre e st eree e nenens 499 718 4,721
Investments in unconsolidated subsidiaries and affiliated companies (2,136) (509) (20,210)
Disbursement for loansreceivable ..., (660) (400) (6,245)
Collection of 10aNSTECEIVADIE ........cceoviiviiiiieciccecece s 286 134 2,706
OLNEY ..ottt b 54 (410) 511
Net cash used in iNVEStiNG 8CHIVILIES .........cooiiiiiiiiieree e (2,545) (2,930) (24,081)
Cash flows from financing activities:
Net decrease in short-term bank 10aNS...........ccvreeiireeesie s (444) (945) (4,201)
Proceeds from 1ong-term debt ..o 240 390 2,271
Payment of 10Ng-term debt ...........ccoviriiiininiiiiiee e (308) (583) (2,914)
Redemption of BONG ..o - (591) -
Purchase of treasury StOCK ..ot (852) (186) (8,061)
Payment of cash dividends to the Company's shareholders (855) (1,297) (8,090)
Payment of cash dividends to minority INErestS..........covvvreeiinesiises s (34) 31 (322)
Net cash used in finanCiNg aCtiVItIES..........covireirreeeereseeese s (2,253) (3,243) (21,317)
Effect of exchange rate changes on cash and cash equIValeNts ..o (83) (86) (785)
Net increase (decrease) in cash and cash equivalents ...........cocoeeerenee (13,174) 7,385 (124,648)
Cash and cash equivalents at beginning of year (Note 4) 69,494 62,109 657,527
Cash and cash equivalents at end of year (NOt€4) .........coveeieiiiini e ¥ 56,320 ¥ 69,494 $ 532,879

See accompanying notes.

Notes to Consolidated Financial Statements

Takuma Co., Ltd. and Consolidated Subsidiaries

1. Basis of presenting financial statements

The accompanying consolidated financial statements have been
prepared in accordance with the provisions set forth in the
Japanese Securities and Exchange Law and its related accounting
regulations, and in conformity with accounting principles general-
ly accepted in Japan, which are different in certain respects as to
application and disclosure requirements of International Financial
Reporting Standards.

The accounts of overseas subsidiaries are based on their account-
ing records maintained in conformity with generally accepted
accounting principles prevailing in the respective countries of
domicile. The accompanying consolidated financial statements
have been restructured and translated into English (with some
expanded descriptions and the inclusion of consolidated state-
ments of shareholders' equity) from the consolidated financial
statements of the Company prepared in accordance with Japanese
GAAP and filed with the appropriate Local Finance Bureau of the
Ministry of Finance as required by the Securities and Exchange
Law. Some supplementary information included in the statutory
Japanese language consolidated financial statements, but not
required for fair presentation, is not presented in the accompany-
ing consolidated financial statements.

The tranglation of the Japanese yen amounts into U.S. dollars are
included solely for the convenience of readers outside Japan, using
the prevailing exchange rate at March 31, 2004, which was
¥105.69 to U.S. $1. The convenience translations should not be
construed as representations that the Japanese yen amounts have
been, could have been, or could in the future be, converted into

U.S. dollars at this or any other rate of exchange.

2. Summary of significant accounting policies

(@) Principles of consolidation

The consolidated financial statements include the accounts of the
Company and its 12 significant subsidiaries (the “ Companies’).
All significant inter-company transactions and unrealized profits
among the Companies have been eliminated in consolidation.
Investments in certain significant affiliates, which the Company
and its subsidiaries are able to influence, in a material degree, their

financial and operating decision-making, other than consolidated

subsidiaries, are accounted for by the equity method after the elim-
ination of unrealized inter-company profits. Investments in the
remaining unconsolidated subsidiaries and affiliated companies
are not accounted for by the equity method because of the immate-
rial effect on the consolidated financial statements. Therefore,
such investments are carried at cost, adjusted for any substantial
and non-recoverable decline in value, and income from those
unconsolidated subsidiaries and affiliated companies is recognized
only when the Companies receive dividends therefrom.

(b) Foreign currency translation

Revenue and expense are trandated at the rates of exchange pre-
vailing when transactions are made. Assets and liabilities denomi-
nated in foreign currencies are generally translated into each
reporting currency at the rate of foreign exchange prevailing at the
balance sheet dates and the resulting trandation gains or losses are
included in earnings.

Financial statements of a consolidated overseas subsidiary are
trandated into Japanese yen at the year-end rate, except that share-
holders' equity accounts are translated at historical rates and
income statement items resulting from transactions with the
Company at the rates used by the Company. The resulting transla-
tion adjustments are shown as “ Foreign currency translation
adjustments” , a separate component of shareholders' equity.

(c) Cash and cash equivalents

In preparing the consolidated statements of cash flows, cash and
cash equivalents include cash on hand, readily-available deposits
and short-term investments with maturities of not exceeding three
months from the date of acquisition which have high liquidity and
low risk of price fluctuation.

(d) Securities

Equity securities issued by subsidiaries and affiliated companies
which are not consolidated or accounted for using the equity
method are stated at moving-average cost. Available-for-sale secu-
rities with available fair market value are stated at fair market
value, and unrealized gains and losses on these securities are

reported, net of applicable income taxes, as a separate component
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of shareholders' equity. Realized gains and losses on sale of such
securities are computed using moving-average cost. Other securi-
ties with no available fair market value are stated at moving-aver-
age cost.

If the market value of equity securities issued by unconsolidated
subsidiaries and affiliated companies, and available-for-sale secu-
rities declines significantly, such securities are stated at fair mar-
ket value and the difference between fair market value and the car-
rying amount is recognized as loss in the period of the decline. If
the fair market value of securities is not readily available, such
securities should be written down to net asset value with a corre-
sponding charge in the income statement in the event net asset
value declines significantly. In these cases, such fair market value
or the net asset value will be the carrying amount of the securities
at the beginning of the next year.

(e) Allowance for doubtful accounts

The Company and its domestic subsidiaries adopt the policy of
providing the allowance for doubtful accounts by estimating indi-
vidually uncollectible amounts and by applying percentage based
on collection experience to the remaining.

(f) Inventories

Work in process is stated at cost as determined by the identified
cost method. Materials and supplies are stated at cost by the aver-
age method.

(g) Property, plant and equipment

Property, plant and equipment are depreciated using the declining-
balance method over the estimated useful lives of the assets.
However, buildings acquired after March 31, 1998, are depreciat-
ed using the straight-line method.

The range of useful lives is principally from 3 to 60 years for
buildings and structures and from 2 to 20 years for machinery,
equipment and other. Maintenance and repairs, including minor
renewals and improvements, are charged to income as incurred.

In the year ended March 31, 2004, the Company did not adopt
early the new accounting standard for impairment of fixed Assets
(“ Opinion Concerning Establishment of Accounting Standard for
Impairment of Fixed Assets’ issued by the Business Accounting
Deliberation Council on August 9, 2002) and the implementation
guidance for accounting standard for impairment of fixed assets
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(the Financial Accounting Standard I mplementation Guidance No.
6 issued by the Accounting Standards Board of Japan on October
31, 2003). The new accounting standard is required to be adopted
in periods beginning on or after April 1, 2005, but the standard
does not prohibit earlier adoption. The Company will adopt these
standards effective April 1, 2005.

The Company has begun its analysis of possible impairment of
fixed assets. The Company cannot currently estimate the effect of
adoption of the new standard, because the Company has not yet
completed its analysis.

(h) Accounting for leases

Finance lease which do not transfer ownership of the leased assets
to the lessee, are accounted for in the same manner as operating
leases.

(i) Allowance for losses on sales contracts

Among sales orders of the Company on hand at balance sheet
date, for projects in which the estimated cost is expected to exceed
the amount of the sales order by a wide margin, allowance for
losses on sales contracts is recognized at the estimated aggregate
amount of such losses.

(j) Allowance for employees' retirement benefits

The Companies provide two types of post-employment benefit
plans, unfunded lump-sum payment plans and funded non-contrib-
utory pension plans. Under which all eligible employees are enti-
tled to benefits based on the level of wages and salaries at the time
of retirement or termination, length of service and certain other
factors.

The Companies provided allowance for employees' severance and
retirement benefits as of March 31, 2004 and 2003 based on the
estimated amounts of projected benefit obligation and the fair
value of the plan assets at the balance sheet date.

The excess of the projected benefit obligation over the total of the
fair value of plan assets as of April 1, 2000 and the liabilities for
retirement benefits recorded as of April 1, 2000 (the “ net transi-
tion obligation”) amounted to ¥561 million. The net transition
obligation is recognized in expenses in equal amounts primarily
over 3 years commencing with the year ended March 31, 2001.
Actuarial gains or losses are recognized in expense using straight-
line method over 10 years commencing with the following period.

Prior service costs are recognized in expense using straight-line
method over 10 years from when incurred.

(k) Allowance for directors' and corporate auditors' retirement
benefits

Directors and corporate auditors are generally entitled to receive

retirement benefits based on the Companies' internal rules. The

Companies provided allowance for directors' and corporate audi-

tors' retirement benefits computed on the assumption that all direc-

tors and corporate auditors retired at the balance sheet date.

(I) Revenue recognition

Net sales from contracts are recognized at the time the contracts
are completed, except that net sales for projects with construction
lasting more than one year and contract amount over ¥1,000 mil-
lion are recognized using the percentage-of-completion method.
Net sales and gross profit recognized on the percentage-of-com-
pletion method for the years ended March 31, 2004 and 2003 were
asfollows:

Thousands of
Millions of Yen U.S.dollars
2004 2003 2004
Net sales ¥ 29,264 ¥82,171 $ 276,885
Gross profit 4,218 15,197 39,909

(m) Income taxes

The Companies are subject to corporation tax, inhabitants tax and
enterprise tax, which are based on taxable income. The Companies
recognize the tax effects of the temporary differences between the
carrying amounts of assets and liabilities for tax and financial
reporting. The provision for income taxes is computed based on
the pretax income of each of the Companies, with certain adjust-
ments required for consolidation and tax purposes. The asset and
liability approach is used to recognize deferred tax assets and lia-
bilities for the expected future tax consequences of temporary dif-
ferences.

(n) Net income and cash dividends per share

Net income per share is computed based on the weighted average
number of common stock outstanding during each period. Diluted
net income per share is computed by the assumption that all con-

vertible bonds were converted into common stock at the beginning
of each period.

Effective April 1, 2002, the Companies adopted the new account-
ing standard for earnings per share and related guidance
(Accounting Standards Board Statement No.2, “ Accounting
Standard for Earnings Per Share” and Financial Standard
Implementation Guidance No.4, “ Implementation Guidance
Accounting Standard for Earnings Per Share”, issued by the
Accounting Standards Board of Japan on September 25, 2002).

Net income per share and diluted net income per share for the year
ended March 31, 2003 would have been ¥60.41 and ¥60.14,
respectively, if the previous accounting standard were applied.

Cash dividends per share represent interim dividends declared by
the Board of Directors in each year and year-end dividends
approved by the shareholders at the annual meeting held subse-
quent to the end of the fiscal year.

(o) Derivatives and hedge accounting

The Companies generally state derivative financial instruments at
fair value and recognize changes in the fair value as gains or loss-
es unless derivative financial instruments are used for hedging
PUrposes.

If derivative financial instruments are used as hedges and meet
certain hedging criteria, the Companies generally defer recogni-
tion of gains or losses resulting from changes in fair value of
derivative financial instruments until the related gains or losses on
the hedged items are recognized.

The Company uses currency forward contract to hedge its
accounts receivable and accounts payable denominated in foreign
currencies against foreign exchange risk that comes from foreign
currency transactions (mainly U.S.dallars).

(p) Vauation of assets and liabilities of consolidated subsidiaries
In the elimination of investments in subsidiaries, the assets and lia-
bilities of the subsidiaries, including the portion attributable to
minority shareholders, are evaluated using the fair value at the
time the Company acquired control of the respective subsidiaries.

(9) Reclassifications
Certain prior year amounts have been reclassified to conform to
2004 presentation. These changes had no impact on previously
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reported results of operations or shareholders' equity.

was not material.

Millions of Yen

Asof March 31, 2003 Acquisition cost Book value Difference
3. Changesin accounting policies (b) Accounting standard for earnings per share Securities with book val ues exceeding
. . . . acquisition costs:
= Effective April 1, 2002, the Companies adopted the new account- . .
(8) Accounting standard for treasury stock and reversal of statuto _ R _ - sssll EQUILY SECUFHIES .o ¥ 1983 ¥ 3264 ¥ 1281
ry reserves ing standard for earnings per share and related guidance (Account- Dbt SEoUNTIES 1 e 169 180 1
Effective April 1, 2002, the Companies adopted the new account- ing Standards Board Statement No.2, “ Accounting Standard for (01111 TR 1,040 1,046 6
ing standard for treasury stock and reversal of statutory reserves Earnings Per Share” and Financial Standard Implementation SUBEOLE ... 3,192 4,490 1,298
(Accounting Standards Board Statement No.1” Accounting Guidance No.4, “ Implementation Guidance Accounting Standard Ot;er; » . .
Standard for Treasury Stock and Reversal of Statutory Reserves’, for Earnings Per Share”, issued by the Accounting Standards O?il::atri SEOUNMHIES oo 5’326 gig (g(gg
issued by the Accounting Standards Board of Japan on February Board of Japan on September 25, 2002). 5,618 4,631 (987)
21, 2002). The effect of adopting of the new standard and guidance is dis- ¥ 8,810 ¥ 9,121 ¥ 311
The effect on net income of adopting the new accounting standard closed in Note 2 (n).
Thousands of U.S.dollars
As of March 31, 2004 Acquisition cost Book value Difference
4. Amounts of cash and cash equivalents Securities with book values exceeding
Amounts of cash and cash equivalents as of March 31, 2004 and 2003 were reconciled with cash and time deposits as follows: acquisition costs:
EqUity SECUMIES ......ovvveeeeeeeeeee e $ 72628 $ 125225 $ 52597
Millions of Yen Thousands of U.S.dollars Debt SECUMti€S ...covvveverreiiieiceieiciees 539 606 67
2004 2003 2004 OtNENS ..o 8,563 9,111 548
Cash NG tIME HEPOSIES. ..........oeeeeeeeeeeeeeee e eeeeee e eeeeee e seeee e ¥ 60,102 ¥ 73540 $ 568,663 SUBLOtAl ....coonrermeermseninsnsinssisssesissae: 81,730 134,942 53,212
Time deposits with maturities exceeding three months Others:
£rOM the date Of ACOUISIION ............veeeeeeeeee oo eeeeeeeeeeesee e see e seeeseeeeseseeeeeeee (3,812) (4,077) (36,068) EqQUity SECUMTIES ....covuieeeeeeeienieenee, 2,432 2,299 (133)
Short-term h|gh|y ||qu|d investments with maturities (@101 £ 1,154 1,003 (151)
NOt €XCEeding threE MONEKS..............evveeeeeeeeeeeseeeeeees s ees e sssssssesssnsssensssses s 30 31 284 SUDLOLE ......oooviiiiinnian, 3,586 3,302 (284)
Total : Cash and Cash EQUIVAIENES..............cv.creeeereeeeeeeeeeeeeeeeeeeeeeeseeeneee e ¥ 56320 ¥ 69,494 $ 532,879 TOtE oo, $ 85316 $ 138244 $ 52928
5. Securities

(b) Book values of available-for-sale securities with no fair values as of March 31, 2004 and 2003 were as follows:

(a) Acquisition costs and book values of available-for-sale securities with available fair values as of March 31, 2004 and 2003 were as follows:

Millions of Yen Thousands of U.S.dollars

Millions of Yen . ) - 2004 2003 2004

Asof March 31, 2004 Acquisition cost Book value Difference Non-listed .GZ]l:IIty securities.......... s OB ¥ 2,296 ¥ 2205 $ 21724
Securities with book values exceeding Debt security investment trust which equivalent to cash ..........cooveerrerienene. 30 31 284

acquisition costs:

EqQUity SBCUNtIES ....ovvvvressssvvvrnnnns ¥ 76716 ¥ 13235 ¥ 5559 (c) Available-for-sale securities sold for the years ended March 31, 2004 and 2003 were as follows:

Debt SeCUrities ......cooevrvreinrrieeene 57 64 7

(@1 1= S 905 963 58 Millions of Yen Thousands of U.S.dollars

(50010 v R 8,638 14,262 5,624 2004 2003 2004
Others: 0 = Iz (=X 1010)0 0L APTUT T ¥ 499 ¥ 718 $ 4,721

Equity SECUMtIes .........coovvvniiiiniiis 257 243 (14) GIMS .vveorvveeeeeeeeeesssessssessssssessesssassses st eesssses s s st esssenssssessssesssnnsssnnssnsssnees 3 0 28

/177 122 106 (16) LLOSSES ..ovvvumevereseseeeseessesssesssssssessssssassses s as s s s ss st san s ss e seenssen st s sea 2 3 19

SUBLOtal ...vvee s 379 349 (30)

TOtal .oveecececeeeee e ¥ 9,017 ¥ 14611 ¥ 5,594
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(d) Maturities of available-for-sale securities as of March 31, 2004 and 2003 were as follows:

Millions of Yen

Over 1 year but Over 5 years but
As of March 31, 2004 Within 1 year within 5 years within 10 years Over 10 years
Debt SECUNLIES ....cveveveieeecieececcec e e 23 e 13 e 27 ¥ -
Others ..o e 188 - - -
TOtaAl oo Y 211 ¥ 13 Y 27 ¥ -

Millions of Yen

Over 1 year but Over 5 years but
As of March 31, 2003 Within 1 year within 5 years within 10 years Over 10 years
Debt SECUNLIES ....cveveviiciceicecec e ¥ 116 ¥ 26 ¥ 27 ¥ -
(@107 £ - 104 - -
TOtAl oo e 116 ¥ 130 e 27 ¥ -

Thousands of U.S.dollars

Over 1 year but Over 5 years but
As of March 31, 2004 Within 1 year within 5 years within 10 years Over 10 years
DEBt SECUNTIES ....ovevvevve e eeeeeereeee e $ 217 $ 123 $ 255 $ -
(@111 £ 1,779 - - -
TOtAl oo $ 1,996 $ 123 $ 255 $ =

6. Lease

(a) Finance lease

The Companies are obligated under several non-cancelable finance leases without transfer of ownership. Total expenses for non-capitalized

finance leases, which are accounted for in the same manner as operating leases, for the years ended March 31, 2004 and 2003 were ¥175 mil-

lion ($1,656 thousand) and ¥222 million, respectively.

If such finance leases were capitalized including interest as of March 31, 2004 and 2003, they would be recorded in the consolidated balance

sheets as follows:
Millions of Yen
2004 2003
Acquisition  Accumulated Acquisition Accumulated
cost depreciation Book value cost depreciation Book value
Machinery and equipment ...........coccceeevreenens ¥ 681 ¥ 354 ¥ 327 ¥ 795 ¥ ¥ 297
Other @SSELS ...coveveieieirieeie et 85 39 46 142 35
TOtA ..ot ¥ 766 ¥ 393 ¥ 373 ¥ 937 ¥ 605 ¥ 332
Thousands of U.S.dollars
2004
Acquisition Accumulated

cost depreciation Book value
Machinery and equipment ..........c..ccceveeevnene. $ 644 $ 3350 $ 309
Other @SSELS ....evevieieiiirieieeesi e 804 369 435
TOMA e $ 7,248 $ 3719 $ 3529

If depreciation expense on such finance leases was incurred for the years ended March 31, 2004 and 2003, the amounts would be ¥175 mil-

lion ($1,656 thousand) and ¥222 million, respectively.
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The scheduled future payments of such lease obligations, including interest, as of March 31, 2004 and 2003, were as follows:

Millions of Yen

Thousands of U.S.dollars

2004 2003 2004
DUE WIthin ONE YEBN ......vcveveveieieeererereeeeetesesesesesesesesesesesesesesesesesesesesesesesesesesssesesenns ¥ 128 ¥ 153 $ 1,211
DU = gL = RS 245 179 2,318
10, = TR ¥ 373 ¥ 332 $ 3,529

(b) Operating lease
The scheduled future payments of operating lease, including interest, as of March 31, 2004 and 2003, were as follows:

Millions of Yen

Thousands of U.S.dollars

2004 2003 2004
DUE WIthin ONB YA ......cocvveeieeteeiecietete ettt neseeseaebene s s esean s enens ¥ 6 ¥ 14 $ 57
DUE aftEr ONE VBN ......viveuietiieiieieieeteteie ettt st e e ese s e sbe e etesseseese s etessensstensasess 6 11 57
1 = SO TPRS ¥ 12 B 25 $ 114

7. Pledged assets
The following assets were pledged to secure short-term bank loans, long-term debt, notes discounted and fulfillment of a contract as of
March 31, 2004 and 2003:
Millionsof Yen Thousands of U.S.dollars

2004 2003 2004
= o TS ¥ 1,087 ¥ 1123 $ 10,285
Buildings aNd SITUCLUIES.........cceueiiuiiieieie ettt 435 461 4,116
TIME AEPOSITS ...ttt n et nb e nn s 73 78 690
10, - T ¥ 1,595 ¥ 1,662 $ 15,091

8. Revaluation reserve for land

Pursuant to “Law concerning Revaluation Reserve for Land” (the Law), enacted March 31, 1998, and partial revision to the Law on March

31, 2001, land held by one of the consolidated subsidiaries has been revalued. As the result, the applicable income tax portion of related unre-

alized gain was reported “Deferred tax liability for revaluation reserve for land” in liabilities section, and the related unrealized gain (net of

applicable income tax) was recognized in minority interests in consolidated subsidiaries section and “ Revaluation reserve for land” in share-

holders' equity section.

Book value of land before revaluation
BOOK Value Of [and after FEVAIUBLION ..........cccueieiiiecieecie ittt etesteseesteesseeeteesbeessesseeasesasesseesseeaseesseenseensennsennnesanesnes
Date of revaluation March 31, 2002

Millions of Yen

¥ 259
826

As of March 31, 2004, the fair market value of land was below the book value of land after revaluation by ¥61 million ($577 thousand).
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9. Short-term bank loans and long-term debt

Short-term bank loans outstanding were generally represented by bank overdrafts bearing interest at average rates of 1.0% and 1.0% per
annum as of March 31, 2004 and 2003, respectively.

Long -term debt as of March 31, 2004 and 2003 were as follows:

Millions of Yen Thousands of U.S.dollars
2004 2003 2004
Loans from banks and other financial institutions due 2004 to 2017
interest at rates of 0.8% to 4.0% per annum in 2004 and 2003:
= ol 1= o [T ¥ 552 ¥ 492 $ 5,223
L0l =" o 29 157 275
581 649 5,498
L eSS CUMENE PONTTION......ceueeerereieireereieesseeesese s er e es e e s se s snenenes (233) (278) (2,205)
¥ 348 ¥ 371 $ 3,293

The aggregate annual maturities of long-term debt as of March 31, 2004 were summarized below:

Y ears ending March 31, Millions of Yen Thousands of U.S.dollars
001 ¥ 233 $ 2205
200 S 117 1,107
0 A 189 1,788
2100 TP 24 227
2100 T 17 161

1 10

10. Allowance for employees retirement benefits
The liabilities for severance and retirement benefits included in the liabilities section of the consolidated balance sheets as of March 31, 2004
and 2003 consist of the following:

Millions of Yen Thousands of U.S.dollars
2004 2003 2004
Projected benefit obligation.............coeeieiieiii e ¥ 14,707 ¥ 15731 $ 139,152
Fair value Of Plan @SSELS ........cvvriereireriieesisieeesesee et (6,939) (6,279) (65,654)
Unfunded projected benefit obligation ... 7,768 9,452 73,498
Unrecognized Prior SENVICE COSE ......cueirurrerirereriesereassieseseseesesesesseseesessesesessneeseneas 398 482 3,766
Less: unrecognized actuarial differences (1,455) (2,320) (13,767)
Allowance for employees' retirement benefits..........cccovveeeeeiiccicscee e, ¥ 6,711 ¥ 7614 $ 63497
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Included in the consolidated statements of operations for the years ended March 31, 2004 and 2003 were severance and retirement benefit
expenses comprised of the following:

Millions of Yen Thousands of U.Sdollars
2004 2003 2004
Service costs — benefits earned during the YEar...........ccvovveeeeeviieiescieeseseseeesssseens ¥ 785 e 1,072 $ 7,427
Interest cost on projected benefit obligation ...........ccooei i 260 309 2,460
Expected return 0N plan 8SSELS ........cccovireeiirrieeisreee s (53) (50) (501)
Amortization of net transition OblIGatioN ..........ccveivrieiirrieees s - 178 -
Amortization of actuarial diffErENCES ........cccvcveiiiiiiiieceeeeece e 268 180 2,535
Amortization of prior service cost ..........c.ce.. (53) (59) (501)
Additional retirement payments and others 985 - 9,320
Employees' retirement benefit EXPENSES ........c.cceeviveueeieeeceieceeeeee e ¥ 2,192 ¥ 1635 $ 20,740

Additional retirement payments and others for the year ended March 31, 2004 consisted of premium severance payments of the Company of
¥848 million ($8,023 thousand) and a charge for the amount of unrecognized prior service cost and actuarial differences of the Company of
¥137 million ($1,296 thousand) relating to the voluntary retirement plans.

The discount rate and the rate of expected return on plan assets used by the Companies are mainly 2.0% and 1.0%, respectively. The estimat-
ed amount of al retirement benefits to be paid at the future retirement date is allocated equally to each service year using the estimated num-
ber of total service years. Net transition obligation is recognized in expensesin equal amounts over 3 years commencing with the year ended
March 31, 2001. Prior service costs are recognized in expense using the straight-line method over 10 years from when incurred. Actuarial
gains or losses are recognized in expense using the straight-line method over 10 years commencing with the succeeding period.

11. Contingent liabilities

The Companies were contingently liable under guarantees for bank loans of unconsolidated subsidiaries, affiliated companies and other com-
panies as of March 31, 2004 and 2003 amounting to ¥5,439 million ($51,462 thousand) and ¥5,580 million, respectively.

Also, the Companies were contingently liable for notes discounted and endorsed as of March 31, 2004 and 2003 amounting to ¥827 million
($7,825 thousand) and ¥927 million, respectively.

12. Shareholders equity

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

Effective October 1, 2001, the Code provides that an amount equal to at least 10% of cash dividends and other cash appropriations shall be
appropriated and set aside as a legal earnings reserve until the total amount of legal earnings reserve and additional paid-in capital equals
25% of common stock. (The total amount of legal earnings reserve and additional paid-in capital of the Company has been reached to 25% of
common stock, and therefore the Company is not required to provide legal earnings reserve any more.) The legal earnings reserve and addi-
tional paid-in capital may be used to eliminate or reduce a deficit by resolution of the shareholders' meeting or may be capitalized by resolu-
tion of the Board of Directors. On condition that the total amount of legal earnings reserve and additional paid-in capital remains being equal
to or exceeding 25% of common stock, they are available for distribution by the resolution of shareholders' meeting. Legal earnings reserve
isincluded in retained earnings in the accompanying financial statements.

The maximum amount that the Company can distribute as dividends is calculated based on the non-consolidated financial statements of the
Company in accordance with the Code.
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13. Resear ch and development expenses
Research and development expense is charged to income as incurred. Such amount included in cost of sales, and selling, general and admin-
istrative expenses for the years ended March 31, 2004 and 2003 were ¥1,263 million ($11,950 thousand) and ¥1,556 million, respectively.

14. Income taxes

The Companies are subject to a number of taxes based on income, which, in the aggregate, indicate statutory rates in Japan of approximately
42.0% for the years ended March 31, 2004 and 2003.

The following table summarizes the significant differences between the statutory tax rate and the Companies' effective tax rate for financial
statement purposes for the year ended March 31, 2003:

2003

RS (0100 = = (PP PSPPSRSO 42.0%
(Adjustment)

Non-deductible item ..o 5.0

Non-taxableitem .........c.ccce... (0.7)

Per capitainhabitants taxes 0.5

Undistributed earnings of consolidated subsidiaries 4.3

(@10 1= SRS 2.3
Effective tax rate 53.4%

The above information is not shown for the year ended March 31, 2004 because of the loss before income taxes and minority interests for the
year.

Components of the Companies' deferred tax assets and liabilities as of March 31, 2004 and 2003 were as follows:

The aggregate statutory income tax rate was reduced for the year commencing on April 1, 2004.

At March 31, 2004, the Company and consolidated domestic subsidiaries applied the reduced aggregate statutory income tax rate of 40.6%
for calculating all deferred tax assets and liabilities. As a result, deferred tax assets decreased by ¥75 million ($710 thousand) and provision
for deferred income taxes increased by ¥75 million ($710 thousand) compared with what would have been reported under the way of the
prior fiscal year, respectively.

At March 31, 2003, the Company and consolidated domestic subsidiaries applied the reduced aggregate statutory income tax rate of 40.6% for
calculating deferred tax assets and liabilities that are expected to be recovered or settled in the years commencing on April 1, 2004 or |ater.
As aresult, deferred tax assets decreased by ¥74 million, provision for deferred income taxes and net unrealized holding gain on available-
for-sale securitiesincreased by ¥78 million and ¥4 million compared with what would be reported using the tax rate of 42.0%, respectively.

15. Segment information
Business segment information for the years ended March 31, 2004 and 2003 were as follows:

Millions of Yen

Environmental  Operation and

Machinery control plants ~ maintenance Read estate Elimination
Y ear ended March 31, 2004 division division division division Total or corporate  Consolidated
Sdles:
Outside customers ...... ¥ 38,005 ¥ 48,058 ¥ 9,037 ¥ 83 ¥ 05,183 ¥ - ¥ 95,183
Intersegment ............... 310 219 98 278 905 (905) -
Total .o 38,315 48,277 9,135 361 96,088 (905) 95,183
Operating expenses ............ 39,418 46,118 8,243 171 93,950 1,402 95,352
Operating income (l0ss) ..... ¥ (1,103) ¥ 2,159 ¥ 892 ¥ 190 ¥ 2138 ¥ (2307) ¥ (169
| dentifiable assets, depreciation
expense and capital expenditure:
ASSELS oo ¥ 30,408 ¥ 30,091 ¥ 8,390 ¥ 301 ¥ 69,190 ¥ 70,757 ¥139,947
Depreciation ................... 375 677 27 24 1,103 2 1,101
Capital expenditure ........ 149 176 4 0 329 5 324

Millions of Yen

Environmental  Operation and

Millionsof Yen Thousands of U.S.dollars
2004 2003 2004
Deferred tax assets:
Allowance for employees' retirement benefits..........ccocoveeiceerccceicenenee. ¥ 2,457 ¥ 2,652 $ 23247
AcCCrued COSt Of SAIES ....cuvcuiiieriitiiciesieeseee et 1,182 1,000 11,184
Accrued bonuses to EMPIOYEES ......c..ccvvveiieiiei e 739 705 6,992
Allowance for 10sses 0n Sal€S CONIraCtS .........ccevveeveeeereiieiseriee e 266 328 2,517
UNrealiZed ProfitS......coceervieeinrieee et 507 505 4,797
Operating loss carryforward for tax pUrpOSES ..........ccceereeenieerenieesieeees 1,662 317 15,725
(@1 0= OSSR 1,847 1,858 17,476
Total deferred tax aSSELS.......cceeiieieerieeeee ettt et te s eaesee e aeeeenas 8,660 7,365 81,938
Valuation allOWANCE ........c.ceiuieeeeeeee e e (1,252) (1,044) (20,900)
= (= == o 2 ST £ ¥ 7,508 ¥ 6,321 $ 71,038
Deferred tax liabilities:
(2,317) (140) (21,923)
(161) (161) (1,523)
(232) (232) (2,195)
(739) (635) (6,992)
(3,449) (1,168) (32,633)
¥ 4,059 ¥ 5153 $ 38,405
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Machinery control plants ~ maintenance Real estate Elimination
Y ear ended March 31, 2003 division division division division Total or corporate  Consolidated
Sales:
Outside customers ...... ¥ 45,640 ¥107,236 ¥ 8331 ¥ 8 ¥161,289 ¥ - ¥161,289
Intersegment ............... 730 252 794 292 2,068 (2,068) -
Total oo 46,370 107,488 9,125 374 163,357 (2,068) 161,289
Operating expenses ............ 48,410 88,938 8,459 212 146,019 72 146,091
Operating income (10ss) ..... ¥ (2,040) ¥ 18,550 ¥ 666 ¥ 162 ¥ 17,338 ¥ (2,140) ¥ 15,198
| dentifiable assets, depreciation
expense and capital expenditure:
ASSELS .o ¥ 33,530 ¥ 51,790 ¥ 6,655 ¥ 295 ¥ 92,270 ¥ 71,934 ¥164,204
Depreciation ............c...... 409 692 18 27 1,146 2 1,144
Capital expenditure ........ 366 657 47 0 1,070 (3) 1,067
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Thousands of U.S.Dollars

Environmental  Operation and

Machinery control plants ~ maintenance Red estate Elimination
Y ear ended March 31, 2004 division division division division Total or corporate  Consolidated
Sales:
Outside customers ...... $359,590 $454,707 $ 85,505 $ 785 $ 900,587 $ - $ 900,587
Intersegment ............... 2,933 2,072 927 2,630 8,562 (8,562) -
Total ..coeeeereeieee 362,523 456,779 86,432 3,415 909,149 (8,562) 900,587
Operating expenses ............ 372,959 436,352 77,992 1,617 888,920 13,266 902,186
Operating income (loss) ..... $(10,436) $ 20,427 $ 8,440 $ 1798 $ 20,229 $(21,828) $ (1,599)
| dentifiable assets, depreciation
expense and capital expenditure:
ASSELS oo, $287,709 $284,710 $ 79,383 $ 2848 $ 654,650 $669,477 $1,324,127
Depreciation ..........c.c...... 3,548 6,406 255 227 10,436 (29 10,417
Capital expenditure ........ 1,410 1,665 38 0 3,113 (47) 3,066

Corporate expenses included in operating expenses and not allocated to segment in 2004 and 2003 were general affairs department expenses
of the Company amounting to ¥2,731 million ($25,840 thousand) and ¥2,543 million, respectively.

Assets under the elimination or corporate in 2004 and 2003 were ¥74,291 million ($702,914 thousand) and ¥75,722 million, consisting prin-
cipally cash and time deposits, marketable securities (current) and investment securities (non-current) of the Company.

Geographic segment information is not shown, due to net sales by overseas consolidated subsidiaries being not material compared to consoli-
dated net sales.

Information for overseas salesiis not disclosed due to overseas sales being not material compared to consolidated net sales.

16. Related party transactions
The Company owns 50 per cent of voting rights of Campo Recycle Plaza Co., Ltd. The Company guarantees for bank loans of Campo

Recycle Plaza Co., Ltd.

The transactions amounts were as follows:

Millions of Yen Thousands of U.S.dollars
2004 2003 2004
GUAraNtEe OF DANK 10BNS ......eoveeeeeieeeeeeee ettt et e e et e e tesse et eeaseseeeneneneenesens ¥ 1,884 ¥ 2150 $ 17,826
Terms of transactions are determined under general market condition.
17. Subsequent event
On June 29, 2004, the shareholders of the Company approved the following appropriations:
Thousands of

Millions of Yen U.Sdollars

(@S 10 VA0 1= 016 IO ¥ 430 $ 4,069

28

Independent Auditors Report

To the Shareholders and Board of Directors of Takuma Co., Ltd.:

We have audited the accompanying consolidated balance sheets of Takuma Co., Ltd. And its con-
solidated subsidiaries as of March 31, 2004 and 2003, and the related consolidated statements of
operations, shareholders equity and cash flows for the years then ended, expressed in Japanese
yen. These consolidated financial statements are the responsibility of the Company's manage-
ment. Our responsibility is to independently express an opinion on these consolidated financial
statements based on our audits.

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

In our opinion, the consolidated financial statements referred to above present fairly, in al materi-
al respects, the consolidated financial position of Takuma Co., Ltd. and its consolidated sub-
sidiaries as of March 31, 2004 and 2003, and the consolidated results of their operations and their
cash flows for the years then ended, in conformity with accounting principles generally accepted

in Japan.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to
the year ended March 31, 2004 are presented solely for convenience. Our audit also included the
tranglation of yen amounts into U.S. dollar amounts and, in our opinion, such translation has been
made on the basis described in Note 1 to the consolidated financial statements.

KPMG AZSA & Co.

Tokyo, Japan
June 29, 2004
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