
F I N A N C I A L  S U M M A R Y
For the years ended March 31, 2005 and 2004:

Thousands of
Millions of yen U.S. dollars

2005 2004 2005

Net sales (Total trading transactions) ¥4,675,903 ¥5,861,737 $43,700,028

Gross trading profit 244,247 249,023 2,282,682

Operating income 65,522 59,949 612,355

Recurring profit 58,088 48,461 542,879

Net loss (412,476) (33,609) (3,854,916)

As of March 31:

Total assets 2,448,478 3,077,022 22,882,972

Total shareholders’ equity 280,241 316,235 2,619,075

Interest-bearing debt 1,428,327 1,992,726 13,348,850

Yen U.S. dollars

Per share amounts:

Net loss (1,876.48) (172.52) (17.54)
Shareholders’ equity (1,440.26) 235.43 (13.46)

Dividends — — —

ROA (14.9)% (1.0)%

ROE (138.3)% (18.3)%

Equity ratio 11.4% 10.3%

Net DER 3.6 times 4.9 times
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NET SALES BY TYPE OF TRADE

Note: In this document, unless otherwise stated or inferred by context, the Sojitz
Group (the “Group”) refers to Sojitz Holdings Corporation and its consoli-
dated subsidiaries and affiliates, while Sojitz Group companies refers only to
its consolidated subsidiaries and affiliates.

1. OVERVIEW

The history of Sojitz Holdings Corporation (hereinafter referred to as

“Sojitz Holdings” or “the Company”) effectively commenced with

the merger between Nichimen Corporation (hereinafter referred to

as “Nichimen”) and Nissho Iwai Corporation (hereinafter referred to

as “Nissho Iwai”) on April 1, 2004, to form Sojitz Corporation (here-

inafter referred to as “Sojitz”). On July 1, 2004, the holding compa-

ny changed its name from Nissho Iwai - Nichimen Holdings

Corporation to its current name Sojitz Holdings. Business results for

the Sojitz Group for fiscal 2004, the fiscal year ended March 31,

2005, are presented as follows.

In the fiscal year under review, consolidated net sales (total trading

transactions) amounted to ¥4,675.9 billion, a decrease of 20.2%

compared with the previous fiscal year. This was mainly attributed

to the review of low-profit transactions. By type of trade, export

sales in the Machinery & Aerospace and other divisions fell 11.9%

year on year, import sales in the Energy & Mineral Resources and

other divisions declined 19.5%, domestic sales deteriorated 22.5%,

related primarily to low-profit petroleum-related transactions, and

offshore sales declined 22.6%, essentially in the Machinery &

Aerospace Division and other transactions, at overseas subsidiaries.

By business segment, agency transactions in the Energy &

Mineral Resources Division declined 40.2% compared with the pre-

vious fiscal year, owing to a review of low-profit transactions.

Condominium sales in the Construction & Urban Development

Division decreased 17.7% year on year, while aircraft-related trans-

actions in the Machinery & Aerospace Division fell 17.6%. Sales of

overseas subsidiaries declined 14.1% as the Company curtailed

transactions with low profit margins. Results in the Foods Division

were down 9.3% reflecting a slump in the import of grains and

cereals. Overall sales in other businesses were also weak despite the

inclusion of new subsidiary companies in the scope of consolidation.

On the earnings front, gross trading profit was ¥244.2 billion, a

decline of 1.9% compared with the previous fiscal year. Despite

positive contributions from the Textiles Division and newly incorpo-

rated other businesses in the Company’s scope of consolidation, this

was offset by a drop in gross trading profit from the Machinery &

Aerospace Division, owing to business reorganization and the sale

and liquidation of consolidated subsidiaries, and from the

Construction & Urban Development Division, due to a drop in con-

dominium sales. Despite this deterioration in gross trading profit,

operating income climbed ¥5.6 billion, or 9.3% year on year, to

¥65.5 billion, attributable to rationalization efforts and successful

measures to curtail selling, general and administrative (SG&A)

expenses. In the fiscal year under review, recurring profit rose

19.9% to ¥58.1 billion reflecting contributions from equity in earn-

ings of unconsolidated subsidiaries and affiliates and in particular

Metal One Corporation. The Company recorded a net special loss of

¥438.2 billion. This mainly comprised special gains of ¥15.3 billion

including gain on sales of investment securities totaling ¥8.8 billion,

and special losses of ¥453.4 billion. Principal components of special

losses were loss on sale and disposal of property & equipment total-

ing ¥98.1 billion following the disposal of real estate holdings and a

review of low-profit businesses, including overseas investments and

loans as announced in the Company’s New Business Plan on

September 8, 2004, net unrealized loss on revalution of property

and equipment of ¥24.7 billion, restructuring losses of ¥224.1 billion,

loss and provision for loss on the dissolution of subsidiaries and affil-

iates amounting to ¥62.3 billion, and loss on futures transactions of

¥18.0 billion following the discovery in March 2005 of erroneous

behavior and non-compliance with the Company’s internal rules in

connection with commodity futures transactions. As a result of

these and other factors, the loss before income taxes for the fiscal

year under review was ¥380.1 billion. After accounting for income

taxes of ¥11.3 billion, deferred income taxes of ¥18.3 billion, which

included a reversal of deferred tax assets in line with austere reform

measures outlined in the New Business Plan, and minority interests

in consolidated subsidiaries totaling ¥2.8 billion, Sojitz Holdings

incurred a net loss for fiscal 2004 of ¥412.5 billion.

2. INDUSTRY SEGMENT INFORMATION

Machinery & Aerospace

Sales in this segment totaled ¥869.8 billion, a decrease of 17.6%

compared with the previous fiscal year, mainly reflecting a drop in

the Company’s airplane-related transactions and the sale and liqui-

dation of consolidated subsidiaries. Operating income on the other

hand was ¥12.3 billion, up 16.4% year on year due to the positive

impact of cost-cutting measures to reduce SG&A expenses.

Energy & Mineral Resources

Sales in the energy business declined 40.2% to ¥1,077.8 billion fol-

lowing a review of low-profit transactions. Operating income was
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NET SALES BY INDUSTRY SEGMENT

¥10.6 billion, up 48.9% year on year. This significant increase is

attributed to successful efforts to improve profit efficiency.

Chemicals & Plastics

In light of the review of low-profit transactions, sales in this seg-

ment were ¥596.1 billion, 4.3% down year on year. On the earn-

ings front, operating income was ¥15.6 billion, up 28.1%,

benefiting from rationalization measures in personnel costs and

other SG&A expenses.

Construction & Urban Development

Sales in this segment fell 17.7% compared with the previous fiscal

year to ¥192.4 billion owing to the drop in condominium sales.

Operating income declined 16.4% year on year to ¥7.1 billion.

Forest Products & Building Materials

In line with sluggish market conditions, sales of forest products

edged down 1.1% to ¥292.0 billion. Operating income rose 6.4%

to ¥3.7 billion reflecting the shift toward products with higher profit

margins and efforts to curtail distribution costs.

Foods

Sales in the foodstuffs business were ¥396.3 billion, a drop of

9.3%, as the Company reduced grain and cereal transactions

with low-profit margins. Operating income more than doubled,

increasing 129.6% year on year to ¥4.6 billion. This reflected

efforts to improve profit margins and curtail SG&A expenses

through rationalization.

General Commodities & Consumer Business

Despite a strong performance in the chip business, sales in this seg-

ment decreased 3.4% to ¥240.4 billion following the review of low-

profit transactions. Operating income jumped a substantial 243.2%

to ¥1.9 billion owing to reductions in SG&A expenses.

Textiles

Sales in the textiles business were characterized by mixed results.

The oppressive heat and extended summer worked to delay sales of

autumn and winter items, which continued throughout each sea-

son. Sales in this segment on the other hand benefited from the

inclusion of new subsidiaries in the scope of consolidation. As a

result, sales were effectively stagnant, declining a nominal 0.2%

year on year to ¥147.8 billion. Operating income climbed 18.0% to

¥4.9 billion, buoyed by efforts to focus on higher profit items.

Overseas Subsidiaries

Sales recorded by overseas subsidiaries totaled ¥743.1 billion, a

decrease of 14.1% compared with the previous fiscal year, reflect-

ing the review of low-profit transactions. Operating income surged

264.9% to ¥4.2 billion on the back of improvements in profit mar-

gins at European subsidiaries, a turnaround from the previous fiscal

year. The decline in SG&A expenses also resulted from integration

benefits and efforts to revive earning power.

OTHER 

Sales in other businesses declined 21.0% year on year to ¥120.2 bil-

lion attributed to the withdrawal from low-profit transactions at

overseas branches. Operating income also fell 60.0% to ¥3.9 billion.

3. SCOPE OF CONSOLIDATION

As of March 31, 2005 the Sojitz Group comprised 517 companies, a

strategic paring of 40 companies compared with the end of the pre-

vious fiscal year. Of this number, 329 companies (124 in Japan, 205

overseas) were consolidated subsidiary companies, and 188 compa-

nies (60 in Japan, 128 overseas) were affiliated companies account-

ed for under the equity method. Of all companies included in the

scope of consolidation, 242 companies, or 73.8%, of consolidated

subsidiary companies (245 companies, or 74.9%, as of March 31,

2004) and 141 companies, or 75.0%, of equity-method affiliates

(168 companies, or 73.7%, as of March 31, 2004) reported net
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EARNINGS OF GROUP COMPANIES

Profitable Unprofitable Total

Number of Net income Number of Net loss Number of Net income (loss) 
company [Billions of yen] company [Billions of yen] company [Billions of yen]

Consolidated subsidiaries 242 (73.8%) 39.4 86 (26.2%) (87.1) 328 (100.0%) (47.7)

Companies accounted for by the equity method 141 (75.0%) 18.2 47 (25.0%) (9.2) 188 (100.0%) 9.0

Total 383 (74.2%) 57.6 133 (25.8%) (96.3) 516 (100.0%) (38.7)

Notes:
1. Figures for consolidated subsidiaries exclude Sojitz data.
2. Figures of net income and net loss for companies accounted for by the equity method represent equity in earnings of subsidiaries and affiliated companies.

M A N A G E M E N T ’ S  D I S C U S S I O N  A N D  A N A L Y S I S  O F  O P E R A T I O N S

income in the fiscal year ended March 31, 2005. On an overall

basis, 74.2% (74.4% in the previous fiscal year) reported net

income for the fiscal year under review. The number of companies

that reported a net loss fell by nine companies year on year to 133

companies. Although net loss of unprofitable companies increased

to ¥96.3 billion due to restoration of the asset portfolio in line with

the New Business Plan, net income of profitable companies

increased to ¥57.6 billion reflecting efforts to create a robust asset

portfolio. The operating performance of companies included in the

scope of consolidation is presented as follows.

4. FINANCIAL POSITION

(1) Assets, Liabilities and Shareholders’ Equity

In line with the New Business Plan, the Sojitz Group has promoted

the disposal of its real estate holdings, accelerated its selection and

focus policy, and reduced business risk. From the perspective of bol-

stering asset quality and increasing liquidity, the Sojitz Group has

also reviewed low-profit transactions including overseas investment

and loans, and conducted strict assessments of withdrawal costs

and investment returns. As a result of these initiatives, the Company

has shifted a significant balance of current assets to investments

and long-term receivables, wrote-off a portion of non-performing

receivables, and bolstered consolidated allowances for doubtful

accounts. On September 29, 2004, the Board of Directors resolved

to issue preferred stock through an allocation to third parties and

convertible bonds. Following issue and settlement, Sojitz Holdings

procured ¥370.0 billion on October 29, 2004. Of a total ¥360.0 bil-

lion raised through the issue of preferred stock, ¥340.0 billion was

directed as contribution in kind to capital in offset of loan principal

receivables. As a result, the Company reduced its interest-bearing

debt, while successfully improving liquidity. In addition, a total of

¥10.0 billion in convertible bonds was converted to common stock

as of March 31, 2005.

Assets

Total assets as of March 31, 2005 stood at ¥2,448.5 billion, a

20.4% decrease from the end of the previous fiscal year. Current

assets were ¥1,423.2 billion, down 18.0%, reflecting the

Company’s efforts to create a robust asset portfolio and the dispos-

al of certain subsidiary companies. For the same reason, investments

and long-term receivables fell 9.9% and stood as ¥615.9 billion as

of the end of the fiscal year.

Liabilities and Shareholders’ Equity

Total liabilities as of March 31, 2005 stood at ¥2,134.9 billion, a

decrease of 22.3% from the end of the previous fiscal year. This

was primarily due to the reduction in short- and long-term debt by

way of a debt-equity swap. As a result, interest-bearing debt as of

the end of the fiscal year under review was ¥1,428.3 billion. After

deducting cash and deposits, net interest-bearing debt stood at

¥1,002.3 billion.

Shareholders’ equity as of March 31, 2005 stood at ¥280.2 bil-

lion, following the issue of ¥360.0 billion of preferred stock on

October 2004 and the subsequent increase in capital.

After accounting for all these factors, the Sojitz Group reported a

net interest-bearing debt ratio of 3.6 times, a key financial indicator

in the Group’s New Business Plan.

(2) Cash Flows

In the fiscal year under review, net cash used in operating activities

was ¥19.8 billion, net cash provided by investing activities was

¥241.1 billion, and net cash used in financing activities totaled

¥212.3 billion. After accounting for the effect of exchange rate

changes on cash and cash equivalents and the effect of change in

the scope of consolidation, cash and cash equivalents as of the end

of the fiscal year stood at ¥409.3 billion.

In fiscal 2004, net cash used in operating activities totaled ¥19.8

billion, a turnaround of ¥106.9 billion from net cash provided by

operating activities in the previous fiscal year. The principal compo-

nent was a cost of ¥18.0 billion incurred to unwind commodities

futures transactions in March 2005, following discovery of signifi-

cant breaches in the Company’s internal rules. In the previous fiscal

year, Sojitz Holdings benefited from the collection of trade receiv-

ables, which served to enhance liquidity, and decreased inventories,

factors absent in the fiscal year under review.
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Net cash provided by investing activities amounted to ¥241.1 bil-

lion, an increase of ¥168.1 billion compared with the previous fiscal

year. Major cash inflows were proceeds from sale of property and

equipment, proceeds from sale/redemption of investment securities,

and collection of long-term receivables. As a result, free cash flow

was ¥221.3 billion.

Net cash used in financing activities was ¥212.3 billion, an

increase of ¥143.7 billion. This is attributed to continued efforts to

reduce interest-bearing debt.

(3) Liquidity and Funds Procurement

As of March 31, 2005, the balance of cash and cash equivalents

and time deposits stood at ¥432.4 billion. The balance of cash on

hand is considered adequate. The Company maintains more than

sufficient liquidity. As a source of indirect funding however, the

Company maintains stable relationships with its primary financial

institutions including main banks.

In addition, and as identified on page 9, (note 7. (2) c. Policy for

Previously Issued Preferred Stock), the Company has issued a cumu-

lative total of ¥626.0 billion in preferred stock, of which the 1st

Series Class I Preferred Stock totaling ¥52.6 billion, will enter its

conversion period from May 2006. In this context, the Company

issued convertible bonds totaling ¥60 billion and established a maxi-

mum acquisition limit of ¥60 billion in relation to the 1st Series

Class I Preferred Stock. Accordingly, the Company intends to

acquire and retire preferred stock in line with the conversion of

bonds thereby preventing a dilution of the share price or a reduc-

tion in shareholders’ equity while accelerating the restructure of its

capital base. In connection with preferred stock with conversion

periods commencing May 2008, the Company is considering the

use of retained earnings as a source for acquisition and retirement

after dividend payments and considerations for essential working

capital and internal funding needs. Ultimately, however, specific

measures to be adopted will depend on prevailing conditions and

identification of the best option.

Notes:
1. The Company adopts accounting principles generally accepted in Japan.
2. Recurring profit is in conformity with accounting line items generally accepted in

Japan and represents the fundamental earnings power of the Company.

5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements of Sojitz Holdings and its con-

solidated subsidiaries are prepared in conformity with accounting

principles generally accepted in Japan. The reported amounts relat-

ing to assets and liabilities, disclosure of contingent liabilities, and

the reported amounts relating to revenues and expenses for the

reporting period used in the preparation of the consolidated finan-

cial statements are based on estimates and assumptions as deter-

mined by the Company’s management. The Company constantly

reviews and verifies estimates and assumptions relating to the valua-

tion of receivables, investments and inventories, fixed assets, recog-

nition of revenue, income taxes, deferred tax assets, Group business

reorganization, and structural reform costs including those for affili-

ated companies, retirement and severance benefits, contingent lia-

bilities, and other items. Estimates, assumptions and decisions made

by the Company are based on historic performance and other fac-

tors that are deemed most relevant to the situation. In the event

that insufficient facts exist to enable the Company to make an objec-

tive decision regarding the accounting for assets and liabilities and

income and expenses, the Company bases its decisions on estimates

and assumptions. Accordingly, differing assumptions and changes in

conditions may cause estimates and actual results to differ.

The following are significant accounting policies adopted by the

Company and its consolidated subsidiaries.

(1) Evaluation of Receivables

To provide for potential losses arising from uncollectible notes and

accounts receivable and loans receivable, the Company maintains an

allowance for doubtful accounts based on historical loss ratios over

the preceding three years. For doubtful receivables, the Company

records an allowance after evaluating the probability of recovery,

considering the estimated realization value of collateral and amounts

to be recovered by guarantees. In order to accurately assess the

allowance for doubtful receivables, the Company periodically verifies

each customer’s financial position, credit rating, conditions for collec-

tion of receivables, changes in payment terms and conditions, eco-

nomical trends in the industry, conditions in the region in which the

customer operates, and all other relevant information. The

Company’s management believes that the Company maintains suffi-

cient and adequate allowances for doubtful receivables.

(2) Evaluation of Investment Securities

The Company maintains a significant level of investments that are

classified according to the purpose for which they are held, with val-

uation subject to a variety of assumptions. Available-for-sale securi-

ties with available market values are stated at fair value based on

market prices as of the balance sheet date with unrealized valuation

gains and losses, net of tax, included in shareholders’ equity in the

consolidated balance sheet. The Company recognizes impairment

losses on investment securities whose values have declined by at

least 50% of their book value. In cases in which the values have

declined 30% to 50%, and where conditions remain substantially

unchanged from the previous fiscal period, the Company’s manage-

ment evaluates the probability of recovery, and recognizes impair-

ment losses except when the value is deemed to be recoverable.

Available-for-sale securities without available market value are

valued at cost using the moving-average method. The Company

assesses these securities by comparing its equity in the net worth of

the issuer with the book value of the investment. In the event the
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Company’s equity in the net worth of the issuer has declined by

more than 50% of book value, the Company’s management assess-

es the probability of recovery considering each situation, such as

temporary declines due to initial losses in the start-up of companies,

and recognizes impairment losses except when the value is deemed

to be recoverable. Furthermore, in the event the Company’s equity

in the net worth of the issuer has declined to less than 50% of book

value, and there is no probability of recovery, the Company recog-

nizes the impairment loss. In the case of bonds, the amortized cost

method is applied on an individual basis and a loss recognized for

the estimated non-redeemable portion based on credit risk.

In recognizing impairment losses on investment securities, the

Company considers the financial position, industrial trends and specif-

ic factors pertaining to the industry, location and region of the issuer.

(3) Evaluation of Inventories

Inventories are stated at cost mainly using the specific identification

method or the moving-average method. In the event that market

value has declined more than 50%, inventories shall be recorded at

market value unless a recovery is deemed possible.

Market value of real estate for sale is valued on an individual

property basis taking into consideration various conditions at the

time of appraisal, such as sales price, appraisal amount, official

announced value, and value for inheritance tax purposes. In the

event conditions are unchanged, market price is carried forward to

the following fiscal year.

Recovery in market prices is subject to a number of factors

including economic conditions, trends in land prices, feasibility for

property development, developments in close proximity, and

changes in general real estate conditions.

(4) Depreciation and Valuation of Property, Equipment and

Intangible Assets

The Company and its domestic consolidated subsidiaries principally

depreciate property and equipment by the declining-balance

method and intangible fixed assets by the straight-line method

based on the estimated useful lives of the respective assets.

However, buildings and structures acquired after April 1, 1998, are

depreciated by the straight-line method. In addition, certain consoli-

dated subsidiaries amortize mining rights based on the production

output method. Overseas consolidated subsidiaries depreciate prop-

erty and equipment and other intangible assets in accordance with

generally accepted standards in each subsidiary’s country of domi-

cile. Certain domestic consolidated subsidiaries revalue commercial-

use land pursuant to Law No. 34 published on March 31, 1998. The

related unrealized gains or losses are recorded as land revaluation

difference in shareholders’ equity in the consolidated balance

sheets. This revaluation method is applied using the appraisal value

as prescribed in Article 2-5 of the Guidelines for Enforcement

Regulations No. 119 (March 31, 1998).

(5) Deferred Tax Assets and Liabilities

Where temporary differences exist between the amount of assets

and liabilities for financial reporting purposes and the bases of such

assets and liabilities as measured by tax laws, deferred tax assets

and liabilities are recorded taking into account the tax loss carry for-

wards in accordance with tax-effect accounting standards.

The Company evaluates the probability of realization of the ben-

efits of those deferred tax assets based on future taxable income

estimates and tax planning. A valuation allowance is established to

reduce certain deferred tax assets relating to deductible temporary

differences and net operating loss carry forwards where it is more

likely to be unable to realize the benefits of those deferred tax

assets as a result of rigorous assessment by the Company’s manage-

ment. As for tax losses carried forward, although the Company can

utilize them as benefits in seven subsequent years under Japanese

Corporate Tax Law, the Company records the deferred tax assets to

the extent that they can be utilized in the subsequent five years.

Although the Company’s management believes that the realiza-

tion of deferred tax assets, less amount of valuation allowance, is

probable, the valuation allowance may change depending on

changes of estimates for future taxable income.

(6) Employees’ Retirement and Severance Benefits

Employees’ retirement and severance benefits are accrued based on

the estimates of retirement and severance benefit obligations and

plan assets at the end of the accounting period.

In line with the enactment of the “Defined Contribution Pension

Law,” Nissho Iwai changed its pension plan from a “Defined

Benefits Pension Plan” to a “Defined Contribution Pension Plan”

and “Prepaid Retirement Allowance Plan” in April 2002. In

September 2003, Nichimen changed its pension plan from a

“Defined Benefits Pension Plan” to a “Defined Contribution Pension

Plan” and “Prepaid Retirement Allowance Plan.” 

Certain domestic consolidated subsidiaries maintain employees’

welfare pension fund plans, tax qualified pension plans and lump-

sum payment plans as defined fund plans. Some consolidated sub-

sidiaries have established a retirement allowance trust. Some foreign

consolidated subsidiaries also have defined benefit plans.

6. RISK

The Sojitz Group is engaged in a wide and diverse range of activities

including general trading; the purchase, sale and trade of goods

and commodities; and the manufacture and sale of a wide variety of

products in Japan and overseas. The Sojitz Group also provides com-

prehensive services to a variety of industries on a global scale. In

addition, it is engaged in planning and arranging projects, and

investing in a variety of business fields and financial activities.

In light of its activities, the Sojitz Group is confronted by numer-

ous risks. These risks include: market risk relating to movements in

foreign exchange rates, interest rates, commodity market condi-
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tions, and stock prices; credit risk relating to non-payment and col-

lection; investment risk; country risk; and other risks. These risks are

to a certain degree unpredictable, and as they cannot be confirmed,

can impact the performance and results of the Group. In September

2004, the Company also announced its New Business Plan, which

identifies a variety of measures designed to address risk.

Underpinned by the New Business Plan, the Company incurred a

loss in line with efforts to create a robust financial position. This loss

is attributed to the review of low-profit businesses including over-

seas investments and loans and efforts to reduce risk, improve asset

quality and increase liquidity.

The Sojitz Group recognizes a unified approach and integrated

risk management as critical to efforts to address wide-ranging busi-

ness risks. In this context, the Company established the Risk

Management Planning Office in October 2004 with the aim of rein-

forcing and enhancing risk management, reviewing the variety of

risk management systems and consistently implementing integrated

risk management.

Despite the Group’s efforts in this area, however, recent investi-

gations revealed instances of intentional fraudulent behavior and

actions by certain employees that contravened the Group’s in-house

rules and regulations. As a result, the Company incurred a substan-

tial loss in connection with certain commodities trading transac-

tions. As a result of this unfortunate incident, the Sojitz Group

promptly implemented an investigation and review of all similar

Group transactions both in Japan and overseas. This investigation

and review was conducted by the Incident Investigation Committee,

which was chaired by an independent third party. At the same time,

the Company conducted an internal audit in cooperation with exter-

nal specialists. After thorough investigation, the Incident

Investigation Committee and Internal Audit have separately con-

cluded there are no further instances of non-compliance with the

Group’s in-house rules and regulations. In specific terms, the inter-

nal audit adopted four criteria comprising actual contract balances,

inventories, details of futures transactions, and the validity of con-

tracts, in investigations across the following commodities:

• Petroleum products (naphtha, gasoline, kerosene, diesel oil, heavy

fuel oil)

• Non-ferrous metals (block tin)

• Iron-ore, ferroalloys (nickel)

• Precious metals (gold, silver, platinum, other)

• Foods (sugar, coffee, soybean, soybean cake, corn, shrimp)

• Finance (swap transactions, forward foreign currency contracts,

other)

Based on the findings of the Incident Investigation Committee, the

Sojitz Group implemented further comprehensive measures to rein-

force its compliance structure and avoid recurrence of similar inci-

dents. In promoting and pursuing preventative measures, the Sojitz

Group is committed to restoring public trust.

The Sojitz Group is confronted by the following risks in the execu-

tion of its daily business activities:

(1) Market Risk

The Sojitz Group is engaged in global business development and

trade and is accordingly subject to a variety of market risks. Certain

transactions are denominated in foreign currencies and as such are

subject to exchange rate risks. The Group is also susceptible to

movements in interest rates in connection with funds procurement

and its investment activities. In its daily operating activities, the

Group enters into purchase agreements, maintains inventories, and

is exposed to commodity price risk. In addition, the Group is

exposed to stock price risk due to its holdings of marketable and

other securities. As a result, the Group is subject to a variety of mar-

ket risks, and transactions susceptible to market risk are not limited

to those identified above.

In a number of cases market risk can be transferred or shared

with customers. The Sojitz Group, however, works to avoid market

risk-related losses by maintaining limits on the position (short/long)

a business unit may assume while strictly adhering to the loss-cut

rule. In order to offset market risks related to its general marketing

and finance activities, the Group matches buying and selling trans-

actions for commodities, adopts a matching principle for its assets

and liabilities, and applies derivative financial instruments including

forward foreign currency contracts and interest rate swaps.

(2) Credit Risk

In the course of its business, the Sojitz Group extends to a large

number of customers in Japan and overseas credit facilities, which in

turn exposes the Group to credit risk. As part of efforts to manage

and control this risk, the Sojitz Group has established an 11-tier

credit assessment system. In each instance the Group objectively

determines a credit rating for each customer and based on this rat-

ing, it sets individual transaction limits and the level of credit to be

provided. In addition, the Group strives to implement strict security

and other collateral requirements in line with the credit rating for

each customer. Furthermore, the Group undertakes periodic assess-

ment of deferred payment, finance and guarantee procedures relat-

ed to credit risk based on risk/return considerations. When the

risk/return is considered insufficient, steps shall be taken to improve

returns and to reduce risks.

(3) Investment Risk

One of the major business activities of the Sojitz Group is investing

in a variety of business fields, which are subject to changes in invest-

ment values and other risks. The Company has established a screen-

ing system to deliberate the merits and risks of each investment

proposal, and a management system to follow-up investments.

Clearly defined standards have also been formulated with regard to
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withdrawal from an investment. Through these initiatives, the

Group is working to prevent and reduce loss.

The Company has established a system to adequately screen and

select new business investment opportunities. On evaluating each

proposal, the relevant business plan, including cash flow projections,

are comprehensively examined. Also, profitability is strictly assessed

by setting a hurdle rate based on the internal rate of return (IRR).

Proposals that have been approved and implemented are subject

to periodic review to ensure the early detection of issues and prob-

lems. In the event an issue or problem arises, steps are taken to

ensure minimum loss. In addition, in order to ensure early detection

and in an effort to avoid issues and problems, guidelines are estab-

lished at the early stages to define acceptable risk and return, and

to identify conditions for withdrawal and loss write off.

(4) Country Risk

The Company is subject to country risk in its trading operations and

activities. In order to minimize country risk, the Company avoids

excessive investment in any one country or region. To this end, the

Company evaluates each country and region and assigns a risk rating

for each. For countries and regions with a high country risk rating

and those with relatively large net exposure, the Company has iden-

tified upper exposure limits within which the Company operates.

In addition, for countries allocated a high country risk rating, risk

avoidance measures are implemented for each proposal.

7. MANAGEMENT ISSUES, POLICIES AND COUNTERMEASURES

The Sojitz Group continues to pursue the basic policies of “creating

a robust financial position” and “evolving toward a quality earnings

structure” through proactive implementation of its New Business

Plan. The Group is also endeavoring to enhance corporate value by

establishing a solid management foundation that is unaffected by

changes in the external environment, delivering high-value-added

products and services that only the Sojitz Group can provide, and

accelerating efforts to become an innovative and function-oriented

trading company.

Based on the basic policies outlined in the New Business Plan, the

Company is working to address the following key issues:

• Reduce business risk, enhance and improve asset quality and liquidity

• Reinforce the capital base (effective application of preferred stock)

• Secure stable funds procurement

• Restore credibility and establish the Sojitz brand

• Strengthen SCVA management (risk/return business portfolio

management), and

• Clarify growth strategy.

In the context of the aforementioned issues, the Sojitz Group imple-

mented comprehensive measures during fiscal 2004 to immediately

restore asset quality and create a robust financial position. At the

same time, and based on the Group’s selection and focus initiative,

the Company selected low-profit businesses earmarked for with-

drawal, utilizing SCVA, the Sojitz Group’s management evaluation

indicator, and focused management resources in areas of competi-

tive advantage. Through these efforts, the Group is on track to

evolve toward a quality earnings structure. In the future, the

Company will continue to implement its selection and focus initia-

tive with the aim of further improving its business portfolio while

striving to clarify its growth strategy for each business. In addition,

the Group will consistently strengthen and enhance risk manage-

ment in an effort to control burgeoning risk and improve risk/return

in each of its major businesses.

(1) Progress of the New Business Plan

The Sojitz Group formulated its New Three-Year Business Plan in

September 2004 based on the basic policies of establishing a robust

financial position and evolving toward a quality earnings structure.

Underpinned by these basic policies, the Group will work to

enhance corporate value by building a strong management founda-

tion that is unaffected by changes in its external environment, and

quickly restoring market confidence.

Under its New Business Plan, the Sojitz Group is taking signifi-

cant strides toward enhancing corporate value based on the follow-

ing basic policies.

a. Establish a Robust Financial Position

(Comprehensive Review of the Asset Portfolio)

The New Business Plan is a fundamental shift from the traditional

business model and focuses on reducing business risk while enhanc-

ing and increasing asset quality and liquidity. In fiscal 2004, the first

year of the New Business Plan, the Sojitz Group implemented drastic

measures to withdraw from low-profit businesses and dispose of

real estate holdings. Through these means, the Group has taken sig-

nificant strides toward eliminating further deterioration of assets

and immediately restoring asset quality.

Driven by the policies outlined above, the Group completed

efforts to restore asset quality in fiscal 2004 and achieved its prima-

ry objective in the first year of the New Business Plan. As a result,

while the Group incurred a loss of ¥430 billion, total assets declined

¥620 billion as of the end of the fiscal 2004, generating positive

cash flows of ¥150 billion.

b. Evolve Toward a Quality Earnings Structure

(Accelerating the Selection and Focus Initiative and Reinforcing

SCVA—the Sojitz Group’s Risk/Return Management Indicator)

The Sojitz Group is accelerating its selection and focus initiative

from the perspective of Sojitz Corporation Value Added (SCVA). The

Group is committed to the comprehensive disposal of all businesses

that fail to generate economic value. This also includes businesses
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that are expected to deteriorate despite the ability to generate cur-

rent profit. From a forward-looking perspective, the Sojitz Group

will allocate funds to existing businesses with high growth potential

with the aim of expanding business activities. The Group will also

proactively invest in new businesses and aggressively pursue M&A

as a source of business growth. In the future, the Sojitz Group will

work to enhance SCVA and evolve toward a quality earnings struc-

ture by adopting the following three-point business portfolio review

process.

• Allocate resources to growth areas

• Select and withdraw from low-profit businesses, and

• Continuously enhance SCVA by strengthening the business port-

folio and improving risk management.

In the first year of the New Business Plan, the fiscal year ended

March 31, 2005, the Sojitz Group successfully created a robust

financial position and took concrete measures to restore asset quali-

ty. In line with its New Business Plan, and with the aim of reducing

business risk, enhancing and improving asset quality and liquidity,

the Group completed drastic steps to withdraw from low-profit

businesses and dispose of real estate. After a single year, the Group

has not only restored asset quality, it has taken solid measures to

avert future risk and loss. As a result of these initiatives, the Group

incurred a loss of ¥430 billion, disposed of assets totaling ¥620 bil-

lion, and generated cash of ¥150 billion. At the same time, the

Sojitz Group achieved its objectives during the first year of its New

Business Plan and in a single burst restored asset quality.

NUMERICAL TARGETS AND RESULTS FOR FISCAL 2004, THE
FIRST YEAR OF THE NEW THREE-YEAR BUSINESS PLAN

Billions of yen unless otherwise stated

Numerical Fiscal 2004 Percentage 
Targets Results Profit

Recurring Profit 50.0 58.1 116%

Net Interest 
-Bearing Debt 1,110.0 1,002.3 124%

Net DER (times) 3.8 3.6 113%

In fiscal 2004, ended March 31, 2005, consolidated net sales

amounted to ¥4,675.9 billion, while consolidated gross trading

profit totaled ¥244.2 billion. Both net sales and gross trading profit

declined compared with the previous fiscal year. This, however, was

the result of drastic withdrawal from low-profit businesses. On a

positive note, the gross trading profit margin was 5.22%, approxi-

mately one percentage point up from the previous fiscal year.

Selling, general and administrative (SG&A) expenses improved ¥10.3

billion reflecting business reorganization and rationalization effects

from the integration of overseas subsidiaries. Buoyed by strong con-

tributions from equity-method affiliates Metal One Corporation and

LNG Japan Corporation, recurring profit for the fiscal year under

review was ¥58.1 billion, exceeding the New Business Plan first-year

numerical target of ¥50.0 billion, by ¥8.1 billion, or 16%. In accor-

dance with the New Business Plan, the Sojitz Group completed

efforts to create a robust asset portfolio. While the Group incurred a

loss of ¥438.2 billion in line with these endeavors, this loss included

an unforeseen amount of ¥18.0 billion, the result of non-compli-

ance with the Group’s internal rules and issues relating to commodi-

ties trading uncovered in March 2005. As a result, net loss for the

period was ¥412.5 billion.

The Sojitz Group undertook equity financing totaling ¥370.0 bil-

lion in October 2004, and together with the reduction in assets,

contributed to a net interest-bearing debt1 balance of ¥1,002.3 bil-

lion. This was on par with the target established for the final year,

fiscal 2006, of the New Business Plan. Coupled with a net DER2

result of 3.6 times, the Sojitz Group has effectively achieved all of its

numerical targets two years in advance of plans.

Notes:
1. Net interest-bearing debt = (Long- and short-term debt + bonds including con-

vertible bonds + commercial paper) – cash
2. Net DER = Net interest-bearing debt / shareholders’ equity

(2) Future Policies and Initiatives

The financial targets for fiscal 2006, ended March 31, 2007, the

final year of the New Three-Year Business Plan are as follows:

• Recurring profit of ¥75.0 billion

• Net DER of approximately 3.0 times (Net interest-bearing debt of

approximately ¥1,000.0 billion)

• Credit rating higher than BBB.

At the end of fiscal 2004, the Sojitz Group is well on track to

achieve its objectives. In fiscal 2005, ended March 31, 2006, the

second year of the New Business Plan, the Sojitz Group is commit-

ted to taking a significant leap forward and will implement the fol-

lowing policies and initiatives to ensure the successful achievement

of its New Business Plan.

a. Merger Between Sojitz Holdings Corporation and Sojitz

Corporation

As part of the final stage in the process toward total integration,

Sojitz Holdings and its principal operating arm Sojitz will merge on

October 1, 2005, heralding the birth of a new management struc-

ture. This total integration process took its first definitive step in April

2003 with the establishment of a holding company for the Group.

The initial objectives set for Sojitz Holdings were to promote business

integration, rationalization, asset restoration and the acceleration of

the selection and focus initiative. On April 1, 2004, Nichimen

Corporation and Nissho Iwai Corporation merged to form Sojitz

Corporation, the principal trading arm of the Sojitz Group. Based on

our fiscal 2004 results, and the progress achieved under the
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New Business Plan, the Sojitz Group is confident of those steps

undertaken to date, and efforts toward the final stage of total inte-

gration. Working toward the proposed October merger, and to

maximize its efficacy, the Group has also implemented measures to

streamline its management structure, reinforce corporate gover-

nance, and to enhance transparency in efforts toward becoming an

innovative and functional trading company. To this end, the

Company has invited outside directors to its Board of Directors and

expanded the number of outside auditors.

b. Restructuring Shareholders’ Equity

In order to create a robust financial position, the Group adopted

measures to restore asset portfolio quality. As a result, Sojitz

Holdings reported a consolidated accumulated deficit of ¥492.0 bil-

lion for the fiscal year ended March 31, 2005. At the same time,

Sojitz Holdings undertook equity financing in October 2004. In

adopting this initiative, the Company worked to clear the deficit by

offsetting with a reversal of capital reserve and a reduction in capi-

tal. The portion of accumulated deficit that exceeded capital reduc-

tion was transferred to other capital surplus. Accordingly, the Sojitz

Group is working to implement a flexible equity policy and to

ensure there will be no change in shareholders’ equity, the number

of common shares issued and outstanding, and shareholders’ equity

per share. To this end, Sojitz Holdings has secured consolidated share-

holders’ equity of ¥280.2 billion in 2005, unchanged from the previ-

ous year. We will continue efforts to strengthen our financial position

and to establish a stable management and earnings platform.

c. Policy for Previously Issued Preferred Stock

Sojitz Holdings considers efforts to increase the Company’s share

price and to mitigate dilution of shareholders’ equity to be key man-

agement issues. To date, the Company has issued a total of ¥626.0

billion in preferred stock, of which the 1st Series Class I Preferred

Stock totaling ¥52.6 billion, will enter its conversion period from

May 2006. In this context, the Company issued convertible bonds

totaling ¥60.0 billion and established a stock repurchase program

for up to ¥60.0 billion of 1st Series Class I Preferred Stock. 

Accordingly, the Company intends to repurchase and retire the

preferred stock in line with the conversion of bonds thereby mitigat-

ing share price dilution and reduction in shareholders’ equity while

bolstering the improvement of its capital structure. In connection

with previously issued preferred stock with conversion periods com-

mencing May 2008, the Company is considering repurchase and

cancellation as well as accumulating retained earnings after divi-

dend payments and considerations for essential working capital and

internal funding needs. After considering the aforementioned, spe-

cific measures to be adopted will depend on prevailing conditions

and determination of the best option.

d. Corporate Governance Initiatives

Sojitz Holdings considers clarification of its management responsibil-

ities, accountability, and disclosure to stakeholders, including share-

holders, to be an important issue. At the same time, the Company

strives to improve the profitability of the entire Group and to maxi-

mize corporate value by implementing a highly transparent manage-

ment framework. Underpinned by the fundamental policy of

managing and supervising the business activities of the subsidiaries

under its umbrella, Sojitz Holdings, as the holding company for the

Group, recognizes corporate governance as a key management

issue. In addition, in order to further reinforce efficiency and the

Group’s approach to corporate governance, Sojitz Holdings continu-

ously considers all options aligned with its New Business Plan.

The Sojitz Group has implemented the following initiatives with

the aim of enhancing management transparency and corporate

governance across a broad cross section of critical functions includ-

ing the appointment of directors, director remuneration, manage-

ment supervision and other key issues.

1. Corporate Governance Structure Including the Decision-

Making, Executive, and Supervisory Functions

a. Corporate Governance Structure

Sojitz Holdings has adopted the auditing system with the aim of

incorporating statutory guidelines that serve to augment the audit-

ing function. At the same time, the Company has appointed outside

directors to chair the newly established Nomination and

Remuneration Committees. Through these measures, the Company

strives to assess the relevance and accuracy of director appoint-

ments and remuneration, to enhance the operations of the Board of

Directors as a consultative body, and to secure increased trans-

parency.

Furthermore, in line with the pending merger on October 1,

2005 with Sojitz Corporation, the Company’s principal operating

arm, Sojitz Holdings will continue to assess every option in its search

for the optimal corporate governance structure in accordance with

revisions of relevant laws and ordinances, particularly as they relate

to the Commercial Code of Japan.

Sojitz Holdings maintains a Board of Directors comprising five

members. Of this number, one is appointed from outside the Group

and three are concurrent directors of Sojitz Corporation. The Board

of Directors is the principal decision-making body of the Group and

is responsible for considering and determining those matters most

important to the Group.

The Company maintains a Board of Corporate Auditors compris-

ing four members. Of this number two are appointed from outside

the Group.

In April 2003, the time of its inauguration, the Company intro-

duced the executive officer system, clarifying the authority and

responsibilities of senior executives and management. The executive
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officer system serves to separate the managerial decision making

and business executive functions, and to increase the speed of deci-

sion-making and implementation. In addition, in order to respond

quickly and appropriately to sudden changes in the business envi-

ronment, and to clarify management responsibilities, the tenure of

directors and executive officers has been set at one year.

Serving as consultative bodies to the Company’s Board of

Directors, Sojitz Holdings has established the Nomination and

Remuneration Committees, each comprising three directors, and

installed outside directors to chair each committee. The Nomination

Committee considers, deliberates and recommends candidates for

positions as director of Sojitz Holdings, executive officer, and direc-

tor of Sojitz Corporation. The Remuneration Committee deliberates

and recommends compensation for the aforementioned officers. In

addition, the president of Sojitz Corporation chairs the Follow-Up

Committee, a committee established to ensure strict adherence of

the New Business Plan and to assess and overview progress. In sup-

port of these efforts, the committee invites external specialists to

provide third-party expert counsel.

In connection with compliance, the Sojitz Group established

the internal Compliance Administration Department. This

department strives to ensure Group executives and employees

abide by all domestic and overseas laws and Company regula-

tions, and conduct themselves in an ethical manner in accor-

dance with social norms. A compliance program has also been

implemented to ensure the Sojitz Group adheres strictly to com-

pliance and risk management principles, and to statutory and

regulatory requirements. At the same time, a Compliance

Committee has been established within Sojitz Corporation to

further reinforce compliance and crisis management.

Furthermore, the Compliance Committee has established a

homepage on the Group’s Intranet as an information and edu-

cation tool for the Group. The Company will continue to

strengthen compliance throughout the entire Group through

education and other such measures.

b. Internal Control System

In the execution of the Group’s business operations, Sojitz Holdings

has established an internal control system to ensure compliance

with all statutory and regulatory requirements and related in-house

rules, and optimal efficacy and efficiency. This internal control sys-

tem is driven by Sojitz Corporation’s Group Risk Management,

Compliance Administration, Accounting, and Corporate Planning

Departments, and is audited by the Company’s Audit Department.

Sojitz Holdings, in concert with Sojitz Corporation, has also imple-

mented a cross-sectional structure with the aim of further strength-

ening this internal control system. A task force has been created

comprising Sojitz Holdings’ Corporate Planning & Investor Relations

Department, Public Relations Department, Audit Department,

Compliance Administration Department, and Group Risk

Management Department as well as Sojitz Corporation’s

Accounting Department and Corporate Planning Department. As a

Group, Sojitz is committed to consistently reviewing its internal con-

trol system and to ensure timely disclosure of in-house systems and

structures. The role of the task force is to ensure timely and full dis-

closure, in compliance with internal control systems, policies, sched-

ules and promotion.

On February 28, 2005, the Company delivered its undertaking to

the Tokyo Stock Exchange and the Osaka Securities Exchange in

connection with its internal disclosure structure and procedures.

c. Risk Management Structure

As a general trading company, the Sojitz Group is engaged in a

wide and diverse range of activities across a broad industry base

including general trading; the purchase, sale and trade of goods

and commodities; and the manufacture and sale of a wide variety of

products in Japan and overseas. The Sojitz Group also provides com-

prehensive services to a variety of industries on a global scale. In

addition, it is engaged in planning and arranging projects, and

investing in a variety of business fields and financial activities.

In light of its activities, the Sojitz Group is confronted by numer-

ous risks. These risks include: market risk relating to movements in

foreign exchange rates, interest rates, commodity market condi-

tions, and stock prices; credit risk relating to non-payment and col-

lection; investment risk; country risk; and operational risks. In order

to adequately monitor and manage risk, the Sojitz Group has for-

mulated comprehensive risk management guidelines within its prin-

cipal trading arm Sojitz Corporation, which form the basis for its risk

management systems and procedures. The principal risks and risk

management structure are identified as follows.

The Sojitz Group works to avoid market risk-related losses by uti-

lizing market and financial instruments and derivatives to hedge

against foreign currency, interest rate and commodity risks.

Accordingly, the Group maintains limits on the position (short/long)

a business unit may assume while strictly adhering to the loss-cut

rule. In order to offset market risks related to its general marketing

and finance activities, the Group matches buying and selling trans-

actions for commodities, adopts a matching principle for its assets

and liabilities, and applies derivative financial instruments including

forward foreign currency contracts, commodity future transactions

and interest rate swaps. The Sojitz Group engages in certain specu-

lative transactions. In these cases transactions are subject to strict

control and the loss-cut rule. Front and back office functions are

clearly defined and separated so as to prevent operational risks.

Despite the Group’s efforts in this area, however, recent investi-

gations revealed instances of intentional fraudulent behavior, lack of

appropriate reporting, and inadequate and insufficient supervision

and audit. As a result, the Company incurred a substantial loss in
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connection with certain commodities trading transactions. In order

to ensure such an occurrence is never again repeated, the Group

has implemented the following measures:

• The frontline supervisory function has been reinforced. Each plan-

ning and administration department within each operating divi-

sion has been provided with additional supervisory powers and

authority in connection with commodity futures transactions.

• Employees responsible for commodity futures transactions shall be

rotated on a regular and systematic basis, with a maximum term

of two years.

• Each employee responsible for commodity futures transactions

shall be required to take leave of absence by way of holiday or

training during the term of responsibility.

• The Group has established cross-sectional communication among

operating functions.

• In principle, the Group undertakes an internal audit of all opera-

tional divisions once every two years. Current procedures call for

an internal audit once a year for commodity futures transactions.

As an adjunct to these procedures, the internal audit shall be

extended and the number of internal auditors increased depend-

ing on the size and scale of each transaction and in accordance

with circumstance and condition. In this manner, the Group shall

enhance the audit function.

• The Group shall promote increased compliance awareness.

Compliance shall form part of each individual employee’s evalua-

tion, as well as the Group’s performance.

• An incentive system shall be employed to reward those who raise

accusations relating to non-compliance. In the event an employee

provides information relating to personal non-compliance, this

action shall be taken favorably into account when determining

disciplinary action.

In addition to the initiatives and measures detailed above, the

Group has established the Committee for Avoiding Recurrence of

Incident and adopted comprehensive measures to unify the internal

control system with the risk management structure with the aim of

enhancing the compliance function.

The Sojitz Group objectively determines a credit rating for each

customer. Based on this rating, it sets individual transaction limits

and the level of credit to be provided. In addition, the Group under-

takes periodic assessment of deferred payment, finance and guaran-

tee procedures related to credit risk based on risk/return

considerations. When the risk/return is considered insufficient, steps

shall be taken to improve returns and to reduce risks.

The Company has established a screening system to deliberate

the merits and risks of each investment proposal, and a manage-

ment system to follow-up investments with the aim of minimizing

risk exposure and avoiding investment loss. Clearly defined stan-

dards have also been formulated with regard to withdrawal from an

investment. The Company has established a system to adequately

screen and select new business investment opportunities. During

the evaluation of each proposal, the relevant business plan including

cash flow projections, are comprehensively examined. Also, prof-

itability is strictly assessed by setting a hurdle rate based on the

internal rate of return (IRR). Proposals that have been approved and

implemented are subject to periodic review to ensure the early

detection of issues and problems. In the event an issue or problem

arises, steps are taken to ensure minimum loss. In addition, in order

to ensure early detection and in an effort to avoid issues and prob-

lems, guidelines are established at the early stages to define accept-

able risk and return, and to identify conditions for withdrawal and

loss write off.

In order to minimize country risk, the Company avoids excessive

investment in any one country or region. To this end, the Company

evaluates and assigns a risk rating to each country and region. For

countries and regions with a high country risk rating or relatively

large net exposure, the Company has identified upper exposure lim-

its within which the Company operates. In addition, for countries

allocated a high country risk rating, risk avoidance measures are

implemented for each proposal.

Sojitz Corporation established the Risk Management Planning

Office in October 2004 with the aim of reinforcing and enhancing

risk management, reviewing the variety of risk management systems

and consistently implementing integrated risk management. At the

same time, Sojitz Corporation introduced a quantitative portfolio

management system for each operating division. In another attempt

to further fortify strict risk management, the Group will shift from

the weighted-average cost of capital (WACC) method for calculat-

ing SCVA to the risk asset method from April 2006.

8. OUTLOOK

The defining feature of the Sojitz Group is the collective strength

generated from each of its highly competitive business units. The

Group enjoys an optimal mix between trading rights and the

strength of more than 100,000 client accounts nurtured over the

past 100 years. Taking full advantage of its capabilities as a func-

tional trading company, the Group strives diligently to create unique

value-added quality and services with the aim of securing mutual

prosperity with its customers. In this the second year of the New

Business Plan, Sojitz will shift from efforts toward creating a robust

asset portfolio and the selection and withdrawal from low-profit

businesses, and adopt a proactive stance focusing management

resources in areas of growth and growth potential. With the aim of

becoming an innovative and functional trading company, Sojitz is

establishing a stable platform and source of earning power while

enhancing that platform through new investment and loans to culti-

vate the seeds for future growth and profit. While working to opti-
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mize its business portfolio by promoting SCVA management and

introducing a sophisticated risk management structure, Sojitz is

maximizing business synergies and developing downstream busi-

nesses. In this context, the Sojitz Group reorganized its structure on

April 1, 2004 with the aim of bolstering priority business areas.

Sojitz Corporation, the principal operating arm of the Group was

reorganized into five business divisions and a unified group struc-

ture. In its overseas activities, Sojitz is working to enhance the oper-

ations of overseas subsidiaries. The Group is expanding the

functions of its China-based subsidiary, which continues to exhibit

significant growth, and established a subsidiary in India with the aim

of further developing business. The Sojitz Group has also strength-

ened its product strategy across four geographic regions and adopt-

ed a business segment structure classified by product category in

China and Asia to compliment existing bases in the US and Europe.

Sojitz is reinforcing the growth strategy in each of its business seg-

ments and while taking full advantage of the Group’s unique

strengths and distinguishing features, is working to further expand

earning power.

From a medium-term growth perspective, the Group consistently

undertakes new investment and loans in an effort to sow the seeds

for future growth. Based on considerations of risk and return, the

Group focuses on prime proposals. In fiscal 2005 and fiscal 2006,

the Group has earmarked ¥150.0 billion for new investment and

loans. Funds will be utilized to expand new businesses secure

resource rights, strengthen existing businesses, reinforce value-

added proposals and develop partnerships and collaboration with

regard to business rights.

Accounting for the aforementioned factors, the Sojitz Group is

targeting recurring profit of ¥65.0 billion, in the fiscal year ending

March 31, 2006, an increase of ¥6.9 billion compared with the fis-

cal year under review.

In line with the loss incurred in fiscal 2004, efforts to create a

robust asset portfolio, and measures implemented to avoid future

loss, the Sojitz Group is anticipating a return to profits. Accordingly,

net income in expected to total ¥35.0 billion.

The information on future performance (forward-looking state-

ments) is based on information available to management at the

time of its disclosure. Accordingly, readers are advised that actual

results may differ from forward-looking statements due to a wide

variety of factors including but not limited to conditions in the

Company’s principal overseas and domestic markets, economic con-

ditions, and changes in foreign currency exchange markets.

9. BASIC POLICY ON DIVIDENDS

Sojitz Holdings has positioned the stable payment of dividends to

shareholders, steady increase in shareholder value, and adequate

retained earnings to ensure corporate competitiveness as key issues

for management. The dividend payout ratio shall be determined

subject to full consideration of the Company’s capital base, profit

growth, and the demand for investment funds and working capital.

In the fiscal year under review, the Company incurred a substan-

tial loss with the aim of creating a robust financial position and to

ensure comprehensive asset portfolio reorganization. In order to off-

set the subsequent deficit, the Company will propose at its Annual

General Meeting of Shareholders scheduled in June 2005, the rever-

sal of capital surplus and reduction of capital. This reduction in capi-

tal will be accomplished through a transfer between capital

accounts. Accordingly, the Company will not incur changes in

shareholders’ equity, the number of common shares issued and out-

standing, and shareholders’ equity per common share.

The Sojitz Group is committed to achieving optimal balance

among efforts to improve its financial position, reinforce its man-

agement foundation, and ensure adequate retained earnings.

Working to secure accumulated profits throughout the current and

ensuing fiscal years, the Sojitz Group will work tirelessly toward the

payment of dividends in fiscal 2006.
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Thousands of U.S.
Millions of yen dollars (Note 1)

ASSETS 2005 2004 2005

Current Assets:
Cash and cash equivalents (Note 4) .................................................................. ¥ 409,266 ¥ 401,240 $ 3,824,916
Time deposits (Note 4) ..................................................................................... 23,126 36,594 216,131
Short-term investments (Notes 3 and 4) ........................................................... 841 15,543 7,860
Receivables:

Trade notes and trade accounts (Note 4) ..................................................... 607,037 677,134 5,673,242
Loans (Note 4) ............................................................................................. 34,856 125,393 325,757
Unconsolidated subsidiaries and affiliates .................................................... 17,194 94,457 160,692
Allowance for doubtful receivables .............................................................. (10,958) (39,926) (102.411)

Inventories (Note 4).......................................................................................... 194,694 239,499 1,819,570
Advance payments to suppliers ........................................................................ 40,612 33,241 379,551
Deferred tax assets—current (Note 7)............................................................... 7,483 13,347 69,935
Other current assets (Note 4) ........................................................................... 98,978 138,397 925,028

Total current assets .................................................................................. 1,423,129 1,734,919 13,300,271

Investments and Long-Term Receivables:
Investment securities (Notes 3 and 4) ............................................................... 274,340 304,126 2,563,925
Investments in and advances to unconsolidated .....................................

subsidiaries and affiliates ............................................................................. 204,686 212,057 1,912,953
Long-term loans, receivables and other (Note 4)............................................... 374,179 311,431 3,497,000
Allowance for doubtful receivables .................................................................. (237,332) (143,787) (2,218,056)

Total investments and long-term receivables ............................................ 615,873 683,827 5,755,822

Property and Equipment, at Cost (Note 4):
Land ................................................................................................................ 76,679 184,233 716,626
Buildings and structures ................................................................................... 95,866 165,846 895,944
Property leased to others ................................................................................. 506 50,446 4,729
Equipment, fixtures and others ........................................................................ 190,818 229,219 1,783,346
Construction in progress .................................................................................. 2,288 14,705 21,383
Accumulated depreciation ............................................................................... (119,505) (151,286) (1,116,869)

Net property and equipment .................................................................... 246,652 493,163 2,305,159

Other Assets:
Deferred tax assets—non-current (Note 7) ....................................................... 58,052 97,508 542,542
Intangible assets and deferred charges............................................................. 104,772 67,605 979,178

Total other assets ..................................................................................... 162,824 165,113 1,521,720

Total ........................................................................................................ ¥2,448,478 ¥3,077,022 $ 22,882,972

See accompanying notes to consolidated financial statements.

Sojitz Holdings Corporation and Consolidated Subsidiaries
March 31, 2005 and 2004

C O N S O L I D A T E D  B A L A N C E  S H E E T S
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Thousands of U.S.
Millions of yen dollars (Note 1)

LIABILITIES, MINORITY INTERESTS AND SHAREHOLDERS’ EQUITY 2005 2004 2005

Current Liabilities:
Short-term debt, principally unsecured (Notes 4 and 5) .................................... ¥ 764,219 ¥ 996,605 $ 7,142,233
Commercial paper ........................................................................................... 139,200 141,200 1,300,935
Current portion of long-term debt (Notes 4 and 5)........................................... 211,933 363,114 1,980,682
Payables:

Trade notes and trade accounts (Note 4) ..................................................... 467,190 466,535 4,366,262
Unconsolidated subsidiaries and affiliates .................................................... 5,324 12,729 49,757

Accrued liabilities ............................................................................................. 13,116 12,673 122,579
Income taxes payable....................................................................................... 7,644 7,788 71,439
Advances received from customers .................................................................. 38,135 28,587 356,402
Deferred tax liabilities—current (Note 7)........................................................... 422 258 3,944
Other current liabilities ..................................................................................... 107,499 182,829 1,004,664

Total current liabilities .............................................................................. 1,754,682 2,212,318 16,398,897

Non-Current Liabilities:
Long-term debt, less current portion (Notes 4 and 5) ....................................... 312,977 491,808 2,925,018
Employees’ retirement and severance benefits (Notes 2 and 6) ......................... 29,046 7,929 271,458
Deferred tax liabilities—non-current (Note 7) ................................................... 7,544 10,464 70,505
Other non-current liabilities (Note 4) ................................................................ 30,639 26,259 286,346

Total non-current liabilities ....................................................................... 380,206 536,460 3,553,327

Contingent liabilities (Note 12)
Minority interests ................................................................................................ 33,349 12,009 311,673

Shareholders’ Equity:
Common and preferred stock
Common stock (Note 8)

Authorized—989,000,000 shares
Issued—240,246,254 shares

Preferred stock
Class I

Authorized—110,000,000 shares
Issued—105,200,000 shares

Class II
Authorized—33,000,000 shares
Issued—26,300,000 shares

Class III
Authorized—11,000,000 shares
Issued—1,500,000 shares

Class IV
Authorized—40,000,000 shares
Issued—19,950,000 shares

Class V
Authorized—15,000,000 shares
Issued—12,875,000 shares

Class VI
Authorized—2,000,000 shares
Issued—1,000,000 shares............................................................................ 336,123 150,606 3,141,337

Capital surplus (Note 8).................................................................................... 487,686 346,620 4,557,813
Land revaluation difference (Note 17) .............................................................. (4,870) (5,469) (45,514)
Accumulated deficit ......................................................................................... (492,048) (104,802) (4,598,579)

Net unrealized gains on available-for-sale securities.......................................... 32,630 16,692 304,953

Foreign currency translation adjustments ......................................................... (79,194) (87,380) (740,131)

Treasury stock: 179,560 shares and 87,718 shares at March 31, 2005 and 2004, respectively .......... (86) (32) (804)

Total shareholders’ equity ........................................................................ 280,241 316,235 2,619,075

Total ........................................................................................................ ¥ 2,448,478 ¥3,077,022 $ 22,882,972
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Thousands of U.S.
Millions of yen dollars (Note 1)

2005 2004 2005

Net Sales (Total Trading Transactions) ........................................................... ¥4,675,903 ¥5,861,737 $ 43,700,028
Cost of sales........................................................................................................ 4,431,656 5,612,714 41,417,346

Gross Trading Profit ......................................................................................... 244,247 249,023 2,282,682

Selling, General and Administrative Expenses (Note 9) ................................. 178,725 189,074 1,670,327

Operating Income............................................................................................. 65,522 59,949 612,355

Other Income (Expenses):
Interest income ................................................................................................ 18,431 24,573 172,252
Interest expense............................................................................................... (48,754) (55,676) (455,644)
Dividends......................................................................................................... 3,654 4,544 34,150
Equity in earnings of unconsolidated subsidiaries and affiliates ......................... 10,741 5,930 100,383
Gain on sale of securities ................................................................................. 2,761 6,231 25,804
Other, net ........................................................................................................ 5,733 2,910 53,579

Total ........................................................................................................ (7,434) (11,488) (69,476)

Recurring Profit ................................................................................................ 58,088 48,461 542,879

Special Gains (Losses) (Note 10) ....................................................................... (438,167) (90,562) (4,095,019)

Loss Before Income Taxes and Minority Interests ......................................... (380,079) (42,101) (3,552,140)

Income Taxes (Note 7):
Current............................................................................................................ (11,331) (12,283) (105,897)
Deferred .......................................................................................................... (18,288) 23,058 (170,916)

Total ........................................................................................................ (29,619) 10,775 (276,813)

Minority interests ................................................................................................ (2,778) (2,283) (25,963)

Net Loss ............................................................................................................. ¥ (412,476) ¥ (33,609) $ (3,854,916)

Yen U.S. dollars

Net loss per share—basic..................................................................................... ¥ (1,876.48) ¥ (172.52) $ (17.54)
Cash dividends per share..................................................................................... — — —

See accompanying notes to consolidated financial statements.

Sojitz Holdings Corporation and Consolidated Subsidiaries
For the years ended March 31, 2005 and 2004

C O N S O L I D A T E D  S T A T E M E N T S  O F  O P E R A T I O N S



87

Thousands of U.S.
Millions of yen dollars (Note 1)

2005 2004 2005

Common and Preferred Stock (Note 8):
Beginning balance ........................................................................................... ¥150,606 ¥ 10,000 $1,407,533
Issuance of capital stock and conversion of bonds with warrants...................... 185,517 140,606 1,733,804

Ending balance ................................................................................................ 336,123 150,606 3,141,337

Capital Surplus (Note 8):
Beginning balance ........................................................................................... 346,620 293,335 3,239,440
Increase:
Issuance of capital stock and conversion of bonds with warrants.................... 185,483 140,575 1,733,486
Gains on sale of treasury stock....................................................................... 10 — 93
Other, net ...................................................................................................... — 29 —

Decrease:
Effect from mergers within the consolidated group........................................ (15,228) — (142,318)
Transfer to accumulated deficit, net ............................................................... (29,199) (87,319) (272,888)

Ending balance ................................................................................................ 487,686 346,620 4,557,813

Land Revaluation Difference (Note 17):
Beginning balance ........................................................................................... (5,469) (6,091) (51,112)
Decrease in land revaluation difference ............................................................ 599 622 5,598
Ending balance ................................................................................................ (4,870) (5,469) (45,514)

Accumulated Deficit (Note 8):
Beginning balance ........................................................................................... (104,802) (134,913) (979,458)
Increase:
Transfer from capital surplus .......................................................................... 29,199 87,319 272,888
Effect arising from changes of subsidiaries and affiliates for consolidation...... 3,041 — 28,421
Minimum pension liability adjustment (Note 14)............................................. — 24 —
Net unrealized gains on derivatives ................................................................ 22 — 206

Decrease:
Net loss.......................................................................................................... (412,476) (33,609) (3,854,916)
Bonuses to directors....................................................................................... (22) (10) (206)
Reversal of land revaluation difference ........................................................... (886) (645) (8,280)
Net unrealized losses on derivatives................................................................ — (346) —
Effect from mergers within the consolidation group....................................... (5,947) (9,857) (55,579)
Loss on sale of treasury stock ......................................................................... — (416) —
Effect from changes of consolidated subsidiaries and affiliates
accounted for under the equity method and others ..................................... — (5,973) —

Minimum pension liability adjustment (Note 14)............................................. (177) — (1,655)
Transfer to unrealized gains on available-for-sale securities ............................ — (6,376) —

Ending balance................................................................................................ (492,048) (104,802) (4,598,579)

Net Unrealized Gains on Available-for-Sale Securities:
Beginning balance ........................................................................................... 16,692 (33,938) 156,000
Unrealized gain on available-for-sale securities ................................................. 15,938 44,254 148,953
Transfer from accumulated deficit on available-for-sale securities ..................... — 6,376 —
Ending balance ................................................................................................ 32,630 16,692 304,953

Foreign Currency Translation Adjustments:
Beginning balance ........................................................................................... (87,380) (76,856) (816,636)
Increase (decrease) in foreign currency translation adjustments ........................ 8,186 (10,524) 76,505
Ending balance ................................................................................................ (79,194) (87,380) (740,131)

Treasury Stock:
Beginning balance ........................................................................................... (32) (1,066) (299)
Sale (purchase) of treasury stock ...................................................................... (54) 1,034 (505)
Ending balance ................................................................................................ ¥ (86) ¥ (32) $ (804)

See accompanying notes to consolidated financial statements.

Sojitz Holdings Corporation and Consolidated Subsidiaries
For the years ended March 31, 2005 and 2004
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Thousands of U.S.
Millions of yen dollars (Note 1)

2005 2004 2005

Cash Flows from Operating Activities:
Loss before income taxes and minority interests........................................................ ¥ (380,079) ¥ (42,102) $ (3,552,140)
Adjustments to reconcile loss before income taxes and minority interests to 
net cash provided by (used in) operating activities:

Depreciation and amortization..................................................................... 24,785 33,557 231,636
Loss on revaluation of securities................................................................... 13,416 8,998 125,383
Amortization of goodwill............................................................................. 4,453 2,841 41,617
Increase in allowance for doubtful receivables ............................................. 64,122 23,571 599,271
Decrease in employees’ retirement and severance benefits .......................... (7,844) (12,025) (73,308)
Interest and dividend income....................................................................... (22,085) (29,116) (206,402)
Interest expense .......................................................................................... 48,754 55,676 455,644
Foreign exchange loss (gain)—net ............................................................... (323) 3,228 (3,019)
Equity in earnings of unconsolidated subsidiaries and affiliates ............................. (10,741) (5,930) (100,383)
Loss (gain) on sale of securities .................................................................... 361 (21,945) 3,374
Losses on sale and disposal of property and equipment ............................... 95,496 4,318 892,486
Losses on revaluation of property and equipment ........................................ 24,651 — 230,383
Decrease in trade receivables ....................................................................... 7,172 101,743 67,028
Decrease in inventories ................................................................................ 45,103 52,938 421,523
Decrease in trade payables .......................................................................... (15,771) (49,161) (147,393)
Bonuses to directors .................................................................................... (25) (15) (234)
Other, net (Note 16) .................................................................................... 127,460 (7,678) 1,191,216

................................................................................................................ 18,905 118,898 176,682
Interest and dividends received .................................................................... 22,006 39,429 205,664
Interest paid ................................................................................................ (49,859) (58,914) (465,972)
Income taxes paid........................................................................................ (10,827) (12,252) (101,187)

Net cash provided by (used in) operating activities.................................... (19,775) 87,161 (184,813)
Cash Flows from Investing Activities:

Increase in time deposits, net ........................................................................... 9,833 (15,091) 91,897
Decrease in marketable securities, net .............................................................. 18,111 6,687 169,262
Payments for property and equipment ............................................................. (8,358) (10,848) (78,112)
Proceeds from sale of property and equipment ................................................ 77,420 3,795 723,551
Payments for purchase of investment securities ................................................ (17,936) (11,591) (167,626)
Proceeds from sale/redemption of investment securities ................................... 80,361 79,692 751,037
Payments for acquisition of newly consolidated subsidiaries (Note 16) .................. (2,013) (2,756) (18,813)
Net decrease from sale of consolidated subsidiaries.......................................... (1,224) (2,736) (11,439)
Decrease in short-term loans receivable, net..................................................... 58,177 30,626 543,710
Increase of long-term loans receivable.............................................................. (8,181) (35,560) (76,458)
Collection of long-term loans receivable........................................................... 26,810 24,411 250,561
Proceeds from spin-off ..................................................................................... — 5,894 —
Other, net ........................................................................................................ 8,109 507 75,785

Net cash provided by investing activities ................................................... 241,109 73,030 2,253,355
Cash Flows from Financing Activities:

Increase (decrease) in short-term debt, net ....................................................... 85,255 (189,313) 796,777
Increase (decrease) in commercial paper, net.................................................... (2,000) 119,600 (18,691)
Proceeds from long-term debt ......................................................................... 203,706 176,442 1,903,795
Repayment of long-term debt .......................................................................... (487,734) (409,663) (4,558,270)
Proceeds from issuance of bonds ..................................................................... 9,999 47,225 93,450
Redemption of bonds ...................................................................................... (40,088) (85,795) (374,653)
Proceeds from issuance of common/preferred stock......................................... 19,389 272,224 181,206
Proceeds from issuance of common stock to minority shareholders .................. 155 511 1,450
Dividends paid to minority shareholders ........................................................... (913) (359) (8,532)
Purchase of treasury stock................................................................................ (33) (46) (308)
Sale of treasury stock ....................................................................................... — 572 —

Net cash used in financing activities ......................................................... (212,264) (68,602) (1,983,776)
Effect of Exchange Rate Changes on Cash and Cash Equivalents ......................... (882) (5,631) (8,243)
Net Increase in Cash and Cash Equivalents .................................................... 8,188 85,958 76,523
Effect of Change in Scope of Consolidation................................................... (162) 4,841 (1,514)
Cash and Cash Equivalents at the Beginning of the Year ............................. 401,240 310,441 3,749,907
Cash and Cash Equivalents at the End of the Year........................................ ¥ 409,266 ¥ 401,240 $ 3,824,916

See accompanying notes to consolidated financial statements.

Sojitz Holdings Corporation and Consolidated Subsidiaries
For the years ended March 31, 2005 and 2004
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The accompanying consolidated financial statements of Sojitz Holdings
Corporation (the ”Company“) and consolidated subsidiaries are pre-
pared on the basis of accounting principles generally accepted in Japan
(”Japanese GAAP“), which are different in certain respects as to the
application and disclosure requirements of International Financial
Reporting Standards, and are compiled from the consolidated financial
statements prepared by the Company as required by the Securities and
Exchange Law of Japan. 

The accounts of overseas subsidiaries are based on their accounting
records maintained in conformity with generally accepted accounting
principles prevailing in the respective countries of domicile. The accom-
panying consolidated financial statements have been restructured and
translated into English (with some expanded descriptions and the inclu-
sion of consolidated statements of shareholders’ equity) from the con-
solidated 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 of Japan. Some supplementary information included in
the statutory Japanese language consolidated financial statements, but
not required for fair presentation, is not presented in the accompanying
consolidated financial statements.

Certain reclassifications and modifications have been made to pre-
sent the accompanying consolidated financial statements in a format
which is familiar to readers outside Japan. 

For the convenience of readers outside Japan, the accompanying
consolidated financial statements are also presented in United States
dollars by translating Japanese yen amounts at the exchange rate of
¥107 to U.S.$1 prevailing at the end of March 31, 2005.

The translation should not be construed as a representation that the
Japanese yen amounts could be converted into United States dollars at
the above or any other rate.

In the year ended March 31 2005, the Company and consolidated
domestic subsidiaries 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 (the Financial Accounting Standard Implementation
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 the year beginning April 1, 2005.

1. BASIS OF PRESENTING FINANCIAL STATEMENTS

■ Principles of consolidation
The consolidated financial statements include the accounts of the
Company and its 329 significant majority-owned domestic and foreign
subsidiaries. All significant intercompany transactions and accounts have
been eliminated.

Investments in 188 unconsolidated subsidiaries and affiliates, with
minor exceptions, are accounted for by use of the equity method.

The excess of the cost of the Company’s investment in the consolidat-
ed subsidiaries and in the above unconsolidated subsidiaries and affili-
ates over its equity in net assets is being amortized over a period of 5 to
20 years using the straight-line method.

As for consolidated subsidiaries whose fiscal year-end date is three
months or more previous to March 31, 2005, the accounts of those sub-
sidiaries were included in consolidation with reasonable adjustments
that would have been made to conform to the accounts as of March 31,
2005. 

■ Cash equivalents
The Company considers time deposits and highly liquid investments that
are readily convertible to cash with a maturity of three months or less at
the time of acquisition to be cash equivalents.

■ Foreign currency translation
Current and non-current receivables and payables in foreign currencies
are translated at current rates prevailing at the balance sheet date and
the resulting exchange gains or losses are recognized in earnings. 

Translations of foreign consolidated subsidiaries’ financial statements
are made at the year-end rate for balance sheet items, except for share-
holders’ equity, which is translated at historical rates, and at the annual
average rate for revenues and expenses. Resulting translation adjust-
ments are reflected in the consolidated financial statements as foreign
currency translation adjustments. The foreign currency translation
adjustments are presented in shareholders’ equity and minority interests.

■ Allowance for doubtful receivables
The allowance for doubtful receivables is provided in an amount suffi-
cient to cover credit losses, based on the collectibility of individual
receivables and the allowance for other receivables, based on past credit
loss experience.

■ Inventories
Inventories are stated at cost on the specific-identification or moving
average basis except for certain foreign subsidiaries which state invento-
ries at the lower of specific-identified cost of market.

■ Capitalization of interest costs
Interest costs on certain real estate under construction are capitalized
until sales realization to achieve a better measure of acquisition costs of
real estate for sale and to result in a better matching of revenue and
costs. 

■ Short-term investments and investment securities
Short-term investments and investment securities are classified as either
(a) securities held for trading purposes (hereinafter referred to as
“Trading Securities”) (b) debt securities intended to be held to maturity
(hereinafter referred to as “Held-to-Maturity Debt Securities”) or (c)
securities other than the above (hereinafter referred to as “Available-for-
Sale Securities”).

Trading Securities, Held-to-Maturity Debt Securities and the Available-
for-Sale Securities are stated in the following manner:

(1) Trading Securities are stated at fair value. Gains and losses realized
on disposal and unrealized gains and losses from market value
fluctuations are recognized as gains or losses in the period of the
change.

(2) Held-to-Maturity Debt Securities are stated at amortized cost. 
(3) Available-for-Sale Securities with available fair market values are

stated at fair value.
“Net unrealized gains on available-for-sale securities” are stat-

ed, net of tax, in shareholders’ equity on the balance sheet.
Available-for-Sale Securities with no readily available fair market
value are stated at cost using the moving-average method.

(4) Certain write-downs of securities are recognized in earnings when
the securities have substantial losses and are not expected to
recover such losses in the near future. 

MMFs and commercial paper are included in cash and cash equiva-
lents. The amount as of March 31, 2005 was ¥6,310 million
(U.S.$58,972 thousand).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Sojitz Holdings Corporation and Consolidated Subsidiaries
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■ Deferred charges
Pre-operating and start-up costs of domestic consolidated subsidiaries
are amortized by the period determined by the Japanese Commercial
Code of Japan. Pre-operating and start-up costs of foreign consolidated
subsidiaries are amortized in accordance with local accounting stan-
dards. All costs incurred in connection with the issuance of new shares
are amortized over three years using the straight-line method. Bond
issue expenses are amortized on the straight-line method over whichev-
er is shortest, the period through redemption or three years. Bond issue
discounts are deferred and amortized on the straight-line method over
the period through redemption. 

■ Property and equipment
Property and equipment are principally depreciated by the declining-
balance method, except that the buildings acquired after March 31,
1998 are depreciated by the straight-line method.

■ Intangible assets
The Company and its consolidated subsidiaries include internal use soft-
ware in intangible assets and amortize it on the straight-line method
over the estimated useful life of five years. Some consolidated sub-
sidiaries amortize mining rights on activity-based depreciation.

■ Finance lease transactions without transfer of ownership
Finance lease transactions, other than those where ownership of
the lease property is regarded as being transferred to the lessee,
are accounted for in the same way as operating lease transactions.
Certain foreign subsidiaries account for such leases as sale and purchase
transactions.

■ Employees’ retirement and severance benefits
Certain consolidated subsidiaries have unfunded severance payment
plans and funded non-contributory pension plans covering all eligible
employees.

Certain consolidated subsidiaries provide for retirement benefits
based on the present value of projected benefit obligations attributable
to employee services rendered by the end of the year and the fair value
of the pension plan assets.

■ Net sales (total trading transactions) and gross trading profit
As general trading companies, the Company and certain of its
consolidated subsidiaries act either as principal or agent in trading trans-
actions. Net sales represents the sales volume of all those transactions in
which the companies participate, whether as principal or agent. Gross
trading profit consists of gross margin (sales less cost of sales) on trans-
actions in which the companies act as principal and commissions on
transactions in which the companies serve as agent.

■ Income taxes
Deferred tax assets and liabilities are recognized for the estimated future
tax effects attributable to temporary differences between the carrying
amounts and the tax bases of assets and liabilities, and tax losses which
can be carried forward, and are measured using the enacted tax rate
which will be in effect when the differences are expected to be recov-
ered or settled. The Company and certain subsidiaries have adopted the
consolidated tax return reporting system.

■ Net loss per share
The computation of net loss per share is based on the weighted average
number of shares of common stock outstanding in each period. Diluted
net income per share is not disclosed because there were net losses.

■ Derivative financial instruments
The Company and certain of its consolidated subsidiaries state derivative
financial instruments at fair value and recognize changes in fair value as
gains or losses unless derivative financial instruments are used for hedg-
ing purposes.

If derivative financial instruments are used as hedges and meet certain
hedging criteria, the Company and its consolidated subsidiaries defer
recognition of gains or losses resulting from changes in fair value of deriv-
ative financial instruments until the related losses or gains on the hedged
items are recognized.

If interest rate swap contracts are used as hedges and meet certain
hedging criteria, the net amount to be paid or received under the inter-
est rate swap contract is added to or deducted from the interest on the
assets or liabilities for which the swap contract was executed.

3. SHORT-TERM INVESTMENTS AND INVESTMENT SECURITIES

Information regarding each category of securities classified as trading, available-for-sale, and held-to-maturity at March 31, 2005 and 2004 is as 
follows:

Millions of yen

Cost Unrealized Unrealized Fair
Year ended March 31, 2005 gains losses value

Securities classified as:
Available-for-sale with available fair market values:

Equity securities ....................................................................................... ¥115,353 ¥51,056 ¥ (2,810) ¥163,599
Debt securities

Government bonds ............................................................................. 410 — 0 410
Corporate bonds................................................................................. 1,342 217 — 1,559
Foreign bonds..................................................................................... 1,939 119 (110) 1,948

Other ....................................................................................................... 2,553 527 (7) 3,073
Held-to-maturity securities with available fair market values .......................... 6,050 1,017 (5) 7,062
Total ........................................................................................................... ¥127,647 ¥52,936 ¥ (2,932) ¥177,651
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Thousands of U.S. dollars

Cost Unrealized Unrealized Fair
Year ended March 31, 2005 gains losses value

Securities classified as:
Available-for-sale with available fair market values:

Equity securities ....................................................................................... $1,078,065 $477,159 $ (26,262) $1,528,962
Debt securities

Government bonds ............................................................................. 3,832 — (0) 3,832
Corporate bonds................................................................................. 12,542 2,028 — 14,570
Foreign bonds..................................................................................... 18,121 1,112 (1,028) 18,205

Other ....................................................................................................... 23,861 4,925 (65) 28,721
Held-to-maturity securities with available fair market values .......................... 56,542 9,505 (47) 66,000
Total ........................................................................................................... $1,192,963 $494,729 $ (27,402) $1,660,290

In addition to the securities listed above, the Company and consolidated subsidiaries held trading securities of ¥157 million (U.S.$1,467 thousand)
which are equal to their fair value, as of March 31, 2005. The net unrealized holding losses on trading securities included in earnings for the year
ended March 31, 2005 amounted to ¥6 million (U.S.$56 thousand).

Total proceeds from the sale of available-for-sale securities in the year ended March 31, 2005 amounted to ¥77,383 million (U.S.$723,206 thou-
sand) and the related gains and losses amounted to ¥11,339 million (U.S.$105,972 thousand) and ¥14,313 (U.S.$133,766 thousand), respectively.

Millions of yen

Cost Unrealized Unrealized Fair
Year ended March 31, 2004 gains losses value

Securities classified as:
Available-for-sale with available fair market values:

Equity securities ....................................................................................... ¥112,456 ¥37,173 ¥ (7,598) ¥142,031
Debt securities

Government bonds ............................................................................. 73 0 — 73
Corporate bonds................................................................................. 6,902 321 (839) 6,384
Foreign bonds..................................................................................... 1,928 — (181) 1,747

Other ....................................................................................................... 4,284 470 (83) 4,671
Held-to-maturity securities with available fair market values .......................... 12,962 517 (349) 13,130
Total ........................................................................................................... ¥138,605 ¥38,481 ¥ (9,050) ¥168,036

In addition to the securities listed above, the Company and consolidated subsidiaries held trading securities of ¥6,530 million (U.S.$61,604 thou-
sand) which are equal to their fair value, as of March 31, 2004. The net unrealized holding gains on trading securities included in earnings for the
year ended March 31, 2004 amounted to ¥227 million (U.S.$2,142 thousand).

Total proceeds from the sale of available-for-sale securities in the year ended March 31, 2004 amounted to ¥97,913 million (U.S.$923,708 thou-
sand) and the related gains and losses amounted to ¥24,218 million (U.S.$228,472 thousand) and ¥6,050 million (U.S.$57,075 thousand),
respectively.

Non-traded investment securities at March 31, 2005 and 2004 are as follows:
Thousands of 

Millions of yen U.S. dollars 

2005 2004 2005

Held-to-maturity securities:
Foreign bonds .................................................................................................................. ¥ 30 ¥ 3,247 $ 280
Other ............................................................................................................................... 500 — 4,673

Securities:
Equity securities................................................................................................................ 63,854 78,289 596,766
Corporate bonds .............................................................................................................. 3 — 28
Foreign bonds .................................................................................................................. 1,731 15,962 16,178
Domestic bonds ............................................................................................................... 2,598 — 24,280
Other ............................................................................................................................... ¥11,607 ¥ 2,730 $108,477

Debt securities classified as available-for-sale (those which have maturities) and held-to-maturity securities at March 31, 2005 and 2004 mature as
follows:

Thousands of 
Millions of yen U.S. dollars 

2005 2004 2005

Due in one year or less ......................................................................................................... ¥ 3,494 ¥ 5,681 $32,654
Due after one year through five years................................................................................... 1,012 18,888 9,458
Due after five years through ten years .................................................................................. 5,995 4,118 56,028
Due after ten years............................................................................................................... ¥ 2,525 ¥10,421 $23,598



4. PLEDGED ASSETS

At March 31, 2005, the following assets are pledged as collateral for short-term debt and trade notes and accounts payable of ¥25,779 million
(U.S.$240,925 thousand), long-term debt and other liabilities of ¥77,304 million (U.S.$722,467 thousand) and transaction and other guarantees:

Thousands of 
Millions of yen U.S. dollars 

2005 2004 2005

Cash equivalents and time deposits...................................................................................... ¥ 13,777 ¥ 15,675 $ 128,757
Trade notes and trade accounts receivable ........................................................................... 7,793 12,172 72,832
Short-term investments and investments securities ............................................................... 109,255 122,957 1,021,075
Inventories ........................................................................................................................... 16,349 18,208 152,794
Other current assets ............................................................................................................. 471 — 4,402
Loans receivable................................................................................................................... 264 4,728 2,467
Property and equipment, less accumulated depreciation....................................................... 48,608 142,032 454,280
Guaranty deposits ................................................................................................................ — 480 —

Total ............................................................................................................................... ¥196,517 ¥316,252 $ 1,836,607

There are other pledged assets of the shares of consolidated subsidiaries of ¥15,873 million (U.S.$148,346 thousand) and loans receivable from
consolidated subsidiaries of ¥19,890 million (U.S.$185,888 thousand) that are eliminated in consolidation.

Japanese banks hold a security interest in Sojitz Corporation of America’s trade accounts receivable, inventories and other personal properties. 
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A summary of long-term debt at March 31, 2005 and 2004 is as follows:
Thousands of 

Millions of yen U.S. dollars 

2005 2004 2005

Convertible bonds with warrant attached due 2005 payable in Japanese yen(*1) ................... ¥ 1,000 ¥ 2,000 $ 9,346
3.00% bonds due 2006 payable in Japanese yen(*2).............................................................. 25,000 25,000 233,645
Swap contract rate minus 0.89% bonds due 2007 payable in Japanese yen ......................... 500 500 4,673
3.00% bonds due 2005 payable in Japanese yen ................................................................. 1,800 1,800 16,822
3.21% bonds due 2004 payable in Japanese yen ................................................................. — 4,500 —
2.03% bonds due 2004 payable in Japanese yen ................................................................. — 8,000 —
2.70% bonds due 2005 payable in Japanese yen ................................................................. 8,400 8,200 78,505
2.10% bonds due 2004 payable in Japanese yen ................................................................. — 20,000 —
2.00% bonds with early redemption clause due 2005 payable in Japanese yen .................... 100 100 935
2.00% bonds with early redemption clause due 2005 payable in Japanese yen .................... — 1,000 —
2.00% bonds with early redemption clause due 2005 payable in Japanese yen .................... — 400 —
3.00% bonds with early redemption clause due 2006 payable in Japanese yen .................... 5,000 5,000 46,729

Notes under medium-term note programmes maturing serially through 
2007 at interest rates of 0.45% to 8.00%(*3) ..................................................................... 16,780 22,452 156,821

Bonds maturing through 2009 at interest rates of 0.71% to 1.24%(*4) ................................. 520 1,073 4,860
Long-term loans, principally from commercial and trust banks and insurance 

companies, maturing through 2025 at the average interest rate of 2.63%........................ 379,439 633,616 3,546,159
Long-term loans, from governmental financial institutions, principally Japan Bank for 

International Corporation, maturing through 2039 at an average interest rate of 2.57% ............. 53,200 62,222 497,196
Other long-term indebtedness, maturing through 2028 at an average interest rate of 3.40%.......... 33,171 59,059 310,009

Total ............................................................................................................................... 524,910 854,922 4,905,700
Less current portion ............................................................................................................. 211,933 363,114 1,980,682

Total ............................................................................................................................... ¥312,977 ¥491,808 $2,925,018

5. SHORT-TERM DEBT AND LONG-TERM DEBT

Short-term debt is represented by short-term notes, generally for 90
days, bearing interest at an annual average rate of 2.24% at March 31,
2005.

As is customary in Japan, long-term and short-term bank borrowings
are made under general agreements which provide that additional secu-
rity and guarantees for present and future indebtedness will be given

upon the request of the bank, and that any collateral so provided will be
applicable to all indebtedness due to such bank. In addition, the agree-
ments provide that the bank has the right to off-set cash deposited
against long-term borrowings that become due, and in case of default
and certain other specified events, against all other debts payable to the
bank.

(*1) The issuance was ¥5,000 million ($46,729 thousand). However, last term ¥3,000 million ($28,037 thousand) were converted into common stock during the period. This term ¥1,000
millions ($9,346 thousand) were converted into common stock during the period.
In addition the Company issued bonds with warrants due 2005 payable in Japanese yen on October 29, 2004, however all of the bonds were converted into common stock.

(*2) The bonds carry Sojitz Corporation’s guarantee.
(*3) The amounts include Notes issued by Sojitz UK Ltd., Sojitz International Finance (Cayman) Ltd., and Sojitz HK (Cayman) Ltd.
(*4) The amounts include Notes issued by the Company, Sojitz GMC Corporation, Sojitz Machinery Corporation and Tokyo Yuso Corporation.
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6. EMPLOYEES’ RETIREMENT AND SEVERANCE BENEFITS

Sojitz Corporation has defined contribution pension plans. Certain
domestic consolidated subsidiaries have defined benefit plans, i.e., tax-
qualified pension plans and lump-sum payment plans, covering substan-
tially all employees who are entitled to lump-sum or annuity payments,
the amounts of which are determined by reference to their basic rate of
pay, length of service and the conditions under which termination
occurs.  

Some foreign consolidated subsidiaries also have defined benefit
plans. Some consolidated subsidiaries have established a retirement
allowance trust.

The liability of employees’ retirement benefits at March 31, 2005 and
2004 consist of the following:

The assumed discounted rates are 2.0–2.5% for the years ended March 31, 2004 and 2005.
The expected return on assets is 1.0–3.5% for the years ended March 31, 2004 and 2005.

Thousands of 
Millions of yen U.S. dollars 

2005 2004 2005

Retirement benefit obligation............................................................................................... ¥ (35,962) ¥ (41,040) $(336,094)

Plan assets at fair value ........................................................................................................ 6,032 6,032 56,374

Unfunded retirement benefit obligation ............................................................................... (29,930) (35,008) (279,720)
Unamortized net retirement benefit obligation at transition ................................................. 763 30,815 7,131
Unrecognized actuarial loss .................................................................................................. 182 1,648 1,701
Unrecognized prior service cost ............................................................................................ — (5,325) —

Net retirement benefit obligation ......................................................................................... (28,985) (7,870) (270,888)
Prepaid pension cost ............................................................................................................ 61 58 570

Employees’ retirement and severance benefits...................................................................... ¥ (29,046) ¥ (7,929) $(271,458)

The components of retirement benefit expenses for the years ended March 31, 2005 and 2004 are as follows:
Thousands of 

Millions of yen U.S. dollars 

2005 2004 2005

Service cost .......................................................................................................................... ¥ 2,035 ¥ 2,688 $19,019
Interest cost ......................................................................................................................... 167 332 1,561
Other costs .......................................................................................................................... 1,216 804 11,365
Expected return on plan assets ............................................................................................. (78) (79) (729)
Amortization of net retirement benefit obligation at transition ............................................. 140 5,433 1,308
Amortization of actuarial losses............................................................................................ 55 280 514
Amortization of prior service cost ......................................................................................... 7 (846) 65

Total ............................................................................................................................... ¥ 3,542 ¥ 8,612 $33,103

The aggregate annual amounts of long-term debt maturing in the years ending March 31,2006 to 2011 and thereafter, are as follows:

Years ending March 31 Millions of yen Thousands of U.S.dollars 

2006 .................................................................................................... ¥211,933 $1,980,682

2007 .................................................................................................... 191,529 1,789,991

2008 .................................................................................................... 63,666 595,009

2009 .................................................................................................... 18,222 170,299

2010 .................................................................................................... 8,931 83,467

2011 and thereafter ............................................................................. 30,629 286,252

Total..................................................................................................... ¥524,910 $4,905,700
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As of March 31, 2005 and 2004, the amounts of the net deferred tax assets are shown in the following accounts in the consolidated balance sheet. 

Thousands of 
Millions of yen U.S. dollars 

2005 2004 2005

Deferred tax assets—current ................................................................................................ ¥ 7,483 ¥13,347 $ 69,935
Deferred tax assets—non-current ......................................................................................... 58,052 97,508 542,542
Deferred tax liabilities—current ............................................................................................ 422 258 3,944
Deferred tax liabilities—non-current ..................................................................................... 7,544 10,464 70,505

7. INCOME TAXES

As of March 31, 2005 and 2004 the major components of deferred tax assets and deferred tax liabilities are as follows:
Thousands of 

Millions of yen U.S. dollars 

2005 2004 2005

Deferred tax assets:
Allowance for doubtful receivables................................................................................... ¥ 105,523 ¥ 68,674 $ 986,196
Employees’ retirement and severance benefits.................................................................. 5,198 2,927 48,580
Net operating loss carryforwards ...................................................................................... 206,165 70,181 1,926,776
Losses on revaluation of securities .................................................................................... 34,333 30,768 320,869
Loss from merger ............................................................................................................. 20,516 — 191,738

Land revaluation difference (Note 17)............................................................................... 882 1,823 8,243
Other ............................................................................................................................... 36,785 26,664 343,785

Total deferred tax assets................................................................................................... 409,402 201,037 3,826,187
Valuation allowance ......................................................................................................... (289,109) (71,410) (2,701,953)
Offset to deferred tax liabilities......................................................................................... (54,758) (18,772) (511,757)

Total deferred tax assets, net....................................................................................... 65,535 110,855 612,477

Deferred tax liabilities:
Profit from merger ........................................................................................................... 30,758 — 287,458
Depreciation..................................................................................................................... 6,745 13,501 63,037
Unrealized gains on available-for-sale securities ................................................................ 18,296 9,706 170,991
Other ............................................................................................................................... 6,925 6,287 64,720
Offset to deferred tax assets............................................................................................. (54,758) (18,772) (511,757)

Total deferred tax liabilities.......................................................................................... 7,966 10,722 74,449

Net deferred tax assets ................................................................................................ ¥ 57,569 ¥100,133 $ 538,028

The Commercial Code of Japan provides that:
(a) The entire issue price of shares may be credited to the stated capital,
with the provision that, by resolution of the Board of Directors, up to
one-half of such issue price may be credited to additional paid-in capital,
which is included in capital surplus, and
(b) An amount equal to at least 10% of cash appropriations of retained
earnings shall be set aside as legal reserve until the total of such reserve
and additional paid-in capital equals 25% of the stated capital.
Additional paid-in capital and legal reserve may be used to eliminate or
reduce a deficit, if any, by resolution of the shareholders, or it may be
capitalized by resolution of the Board of Directors. On condition that the

total amount of legal reserve and additional paid-in capital remains
being equal to or exceeding 25% of common stock, they are available
for dividends by the resolution of shareholder’s meeting. Legal reserves
of the Company and domestic consolidated subsidiaries are reflected in
the consolidated financial statements as a reduction in the accumulated
deficit. 
(c) The Commercial Code of Japan does not have a definition about the
classification of paid-in capital between common stock and preferred
stock. Accordingly, the Company states its capital in the total amount
paid by issuing common stock and preferred stock.

8. SHAREHOLDERS’ EQUITY
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9. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Details of “Selling, general and administrative expenses” in the consolidated statement of operations for the years ended March 31, 2005 and 2004
are as follows:

Thousands of 
Millions of yen U.S. dollars 

2005 2004 2005

Director’s fees and salaries for employees............................................................................. ¥ 57,994 ¥ 61,806 $ 542,000
Employees’ retirement and severance benefits...................................................................... 3,207 8,411 29,972
Welfare................................................................................................................................ 10,056 8,180 93,981
Travelling expenses .............................................................................................................. 7,924 8,775 74,056
Rent ................................................................................................................................... 19,013 19,990 177,692
Legal and professional fees .................................................................................................. 12,002 15,549 112,168
Depreciation ........................................................................................................................ 11,342 13,725 106,000
Provision for doubtful receivables ......................................................................................... 1,837 2,630 17,168
Amortization of goodwill ..................................................................................................... 4,453 2,841 41,617
Other ................................................................................................................................... 50,897 47,167 475,673

Total ................................................................................................................................ ¥178,725 ¥189,074 $1,670,327

10. SPECIAL GAINS (LOSSES)

Classification of special gains (losses) are in accordance with Japanese GAAP. Following are the components of special gains (losses):
Thousands of 

Millions of yen U.S. dollars 

2005 2004 2005

Loss (gain) on sale of securities............................................................................................. ¥ (4,144) ¥ 14,890 $ (38,729)
Loss on revaluation of securities ........................................................................................... (13,416) (8,998) (125,383)
Loss on sale and disposal of properties ................................................................................. (95,496) (4,318) (892,486)
Loss, and provision for loss, on dissolution of subsidiaries and affiliates ................................ (62,266) (34,635) (581,925)
Loss on amendment in retirement benefit plans ................................................................... — (15,272) —
Provision for overseas doubtful receivables ........................................................................... — (28,339) —
Cost of integration............................................................................................................... — (206) —
Restructuring losses.............................................................................................................. (224,120) (6,634) (2,094,580)
Dilution gain from changes in equity interest........................................................................ 1,044 — 9,757
Reversal of allowance for retirement benefits ....................................................................... 2,869 — 26,813
Loss on revaluation of property and equipment.................................................................... (24,651) — (230,383)
Loss on withdrawal from derivative transactions................................................................... (17,987) — (168,103)
Special early retirement benefits........................................................................................... — (7,050) —

Special gains (losses), net.................................................................................................. ¥ (438,167) ¥ (90,562) $ (4,095,019)

Note: Loss on revaluation of property and equipment consisted of expected loss on sale based on agreement of sale.

11. DERIVATIVE TRANSACTIONS

To avoid adverse effects of fluctuations of the market risk associated
with financial activities and commodity trading activities, the Company
and its consolidated subsidiaries enter into foreign exchange contracts,
currency options, swaps and various types of interest rate, bonds, equity
and commodity related forwards, futures and options. The Company
and its consolidated subsidiaries utilize these derivative transactions to
reduce the risk inherent in their assets and liabilities and hedge effective-
ly so that these transactions are not likely to have a major impact on the
performance of the Company and its consolidated subsidiaries.

In accordance with the Company’s internal regulations on derivative
transactions, the Finance Division of the Company is responsible for
managing market and credit risks of these transactions, and this division
manages position limits, credit limits and status of derivative transac-
tions. The Companies select highly-ranked financial institutions,
exchanges and brokers as counter parties to minimize credit risk expo-
sure. The Company and each consolidated subsidiary’s accounting sec-
tions also confirm the outstanding positions and fair values with counter
parties. The results of these procedures are reported to the Company’s
audit section. The Companies evaluate hedge effectiveness semi-annual-
ly by comparing the cumulative changes in cash flows or the changes in
fair value of hedged items and the corresponding changes in the

derivative instruments.
The following summarizes hedging derivative financial instruments

used by the Companies and items hedged:
Hedging instruments:

Currency-related contracts: Foreign exchange contracts and cur-
rency swap contracts

Interest-related contracts: Interest rate swap contracts and
option (cap) contracts

Commodity-related contracts: Future contracts and forward
contracts

Hedged items:
Currency-related contracts: Foreign currency receivables and debts

and foreign currency forecasted
contracts

Interest-related contracts: Interest on financial assets and
liabilities

Commodity-related contracts: Commodity trading contracts

The following tables summarize market value information as of
March 31, 2005 and 2004 of derivative transactions for which hedge
accounting has not been applied.
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Currency related Millions of yen Thousands of U.S. dollars

Contract Fair Unrealized Contract Fair Unrealized
Year ended March 31, 2005 value value gains (losses) value value gains (losses)

Forward exchange contracts:
Selling:

U.S. dollars ............................................................................... ¥ 32,763 ¥ 33,307 ¥ (544) $ 306,196 $ 311,280 $ (5,084)
Euro ......................................................................................... 1,052 1,062 (10) 9,832 9,925 (93)
Thai baht .................................................................................. 3,156 3,159 (3) 29,495 29,523 (28)
Other........................................................................................ 2,721 2,840 (119) 25,430 26,543 (1,113)

Total.................................................................................... ¥ 39,692 ¥ 40,368 ¥ (676) $ 370,953 $ 377,271 $ (6,318)

Buying:
U.S. dollars ............................................................................... ¥ 94,308 ¥ 96,516 ¥ 2,208 $ 881,383 $ 902,019 $20,636
Euro ......................................................................................... 4,786 4,846 60 44,729 45,290 561
U.K. pound............................................................................... 6,400 6,707 307 59,813 62,682 2,869
Other........................................................................................ 2,962 2,997 35 27,682 28,009 327

Total.................................................................................... ¥108,456 ¥111,066 ¥ 2,610 $1,013,607 $ 1,038,000 $24,393

Interest rate related Millions of yen Thousands of U.S. dollars

Contract Fair Unrealized Contract Fair Unrealized
Year ended March 31, 2005 value value gains (losses) value value gains (losses)

Interest rate swap agreements:
Receipt—Fixed rate/payment—Variable rate................................... ¥ 2,042 ¥ 57 ¥ 57 $ 19,084 $ 533 $ 533
Receipt—Variable rate/payment—Fixed rate................................... 18,591 (504) (504) 173,748 (4,710) (4,710)
Receipt—Variable rate/payment—Variable rate .............................. 6,878 (46) (46) 64,280 (430) (430)

Total......................................................................................... ¥ 27,511 ¥ (493) ¥ (493) $ 257,112 $ (4,607) $ (4,607)

Commodity related Millions of yen Thousands of U.S. dollars

Contract Fair Unrealized Contract Fair Unrealized
Year ended March 31, 2005 value value gains (losses) value value gains (losses)

Futures trading:
Metals:

Selling ...................................................................................... ¥ 3,682 ¥ 3,759 ¥ (77) $ 34,411 $ 35,131 $ (720)
Buying ...................................................................................... 2,878 2,970 92 26,897 25,757 860

Oils:
Selling ...................................................................................... 1,818 1,928 (110) 16,991 18,019 (1,028)
Buying ...................................................................................... 1,808 1,900 92 16,897 17,757 860

Total:
Selling ...................................................................................... 5,500 5,687 (187) 51,402 53,150 (1,748)
Buying ...................................................................................... 4,686 4,870 184 43,794 45,514 1,720

Forwards trading:
Metals:

Selling ...................................................................................... 648 693 (45) 6,056 6,477 (421)
Buying ...................................................................................... 1,331 1,372 41 12,439 12,822 383

Total:
Selling ...................................................................................... 648 693 (45) 6,056 6,477 (421)
Buying ...................................................................................... ¥ 1,331 ¥ 1,372 ¥ 41 $ 12,439 $ 12,822 $ 383

Currency related Millions of yen

Contract Fair Unrealized
Year ended March 31, 2004 value value gains (losses)

Forward exchange contracts:
Selling:

U.S. dollars ............................................................................... ¥ 13,527 ¥ 13,271 ¥ 256
Euro ......................................................................................... 2,574 2,544 30
Other........................................................................................ 1,344 1,326 18

Total.................................................................................... ¥ 17,445 ¥ 17,141 ¥ 304  

Buying:
U.S. dollars ............................................................................... ¥ 60,300 ¥ 59,779 ¥ (521) 
Euro ......................................................................................... 4,545 4,369 (176) 
Other........................................................................................ 1,051 1,036 (15) 

Total.................................................................................... ¥ 65,896 ¥ 65,184 ¥ (712) 

Currency swap agreements:
Buying:

Euro ......................................................................................... ¥ 5,000 ¥ (48) ¥ (48) 

Total.................................................................................... ¥ 5,000 ¥ (48) ¥ (48) 
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12. CONTINGENT LIABILITIES

Contingent liabilities at March 31, 2005 and 2004 are as follows:
Thousands of 

Millions of yen U.S. dollars 

2005 2004 2005

For notes discounted and endorsed...................................................................................... ¥34,029 ¥29,899 $318,028
For guarantees of indebtedness to:

Unconsolidated subsidiaries and affiliates ......................................................................... 14,733 18,571 137,691
Others.............................................................................................................................. 46,206 71,042 431,832

Total ........................................................................................................................... ¥60,939 ¥89,613 $569,523

Contingent liabilities for guarantees of indebtedness consist of obligations under letters of guarantee letters of awareness, and other standby
agreements.

13. LEASES

Information on finance leases of the Companies at March 31, 2005 and 2004 are as follows:
Thousands of

Non-capitalized finance leases, as lessee: Millions of yen U.S. dollars

Equipment
Year ended March 31, 2005 and Fixtures Other Total Total

Assumed purchase cost..................................................................................................... ¥ 2,062 ¥ 4,355 ¥ 6,417 $59,972
Accumulated depreciation ................................................................................................ 1,163 2,388 3,551 33,187
Book value........................................................................................................................ 899 1,967 2,866 26,785
Future minimum lease payments....................................................................................... 4,299 40,178
Portion due within one year .............................................................................................. 1,675 15,654
Annual lease payments ..................................................................................................... ¥ 1,532 $14,318

Millions of yen

Buildings Equipment
Year ended March 31, 2004 and Structures and Fixtures Other Total

Assumed purchase cost................................................................................ ¥ 16 ¥ 2,623 ¥ 6,685 ¥ 9,324
Accumulated depreciation ........................................................................... 13 1,394 3,649 5,056
Book value................................................................................................... 3 1,229 3,036 4,268
Future minimum lease payments.................................................................. 4,361
Portion due within one year ......................................................................... 1,748
Annual lease payments ................................................................................ ¥ 1,969

Interest rate related Millions of yen

Contract Fair Unrealized
Year ended March 31, 2004 value value gains (losses)

Interest rate swap agreements:
Receipt—Fixed rate/payment—Variable rate received ..................... ¥24,071 ¥ 888 ¥ 888  
Receipt—Variable rate/payment—Fixed rate received ..................... 50,399 (693) (693)
Receipt—Variable rate/payment—Variable rate received ................ 20,881 108 108 

Total......................................................................................... ¥95,351 ¥ 303 ¥ 303

Commodity related Millions of yen

Contract Fair Unrealized
Year ended March 31, 2004 value value gains (losses)

Futures trading:
Metals:

Selling ...................................................................................... ¥13,211 ¥13,703 ¥ (492)
Buying ...................................................................................... 10,016 10,170 154

Foods:
Selling ...................................................................................... 1,131 1,156 (25)
Buying ...................................................................................... 511 505 (6)

Total:
Selling ...................................................................................... 14,342 14,859 (517)
Buying ...................................................................................... ¥10,527 ¥10,675 ¥ 148

Forwards trading:
Metals:

Selling ...................................................................................... ¥ 2,215 ¥ 2,405 ¥ (190)
Buying ...................................................................................... ¥ 5,277 ¥ 5,817 ¥ 540
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15. SEGMENT INFORMATION

The activities of the Company and consolidated subsidiaries include worldwide trading in various commodities, financing for customers and suppliers
relating to such trading activities, and organizing and coordinating industrial projects on an international basis in conjunction with trading activities.

■ Industry segments
Due to the merger of Nichimen Corporation and Nissho Iwai Corporation, former subsidiaries of the Company, on April 1, 2003, reverification of
business portfolio by level of each business line became simplified. As the result of optimization of business portfolio, classification of business seg-
mentation was changed to improve usefulness of segment information effective April 1, 2004. Details of this change follow:
• The former Housing & Material Division is divided into Construction & Urban Development Division, Forest Products Division, Foods Division,

General Commodities & Consumer Business Division and Textiles Division.
• The former Machinery Division changed its name to Machinery & Aerospace Division. 
• The Plant & Energy related business formerly included in the Machinery Division is now included in Energy & Mineral Resources Division.
Industry segment information for the years ended March 31, 2005 and 2004 is as follows:

Millions of yen
Machinery & Energy & Chemicals & Construction & Forest Products & General Commodities & Overseas Elimination &

Year ended March 31, 2005 Aerospace Mineral Resources Plastics Urban Development Building Materials Foods Consumer Business Textiles Subsidiaries Other Total Unallocated Consolidated

Net sales:
Outside customers...... ¥869,771 ¥1,077,759 ¥596,144 ¥192,422 ¥291,981 ¥396,315 ¥240,395 ¥147,840 ¥   743,119 ¥120,157 ¥4,675,903 ¥ — ¥4,675,903
Inter-segment............. 16,845 34,200 29,809 3,652 16,184 12,053 3,252 2,870 290,456 16,032 425,353 (425,353) —

Total ................... ¥886,616 ¥1,111,959 ¥625,953 ¥196,074 ¥308,165 ¥408,368 ¥243,647 ¥150,710 ¥1,033,575 ¥136,189 ¥5,101,256 ¥(425,353) ¥4,675,903

Cost of sales and 
selling, general 
and administrative 
expenses.......................... ¥874,280 ¥1,101,336 ¥610,307 ¥188,971 ¥304,431 ¥403,793 ¥241,718 ¥145,853 ¥1,029,375 ¥132,258 ¥5,032,322 ¥(421,941) ¥4,610,381

Operating income ............. 12,336 10,623 15,646 7,103 3,734 4,575 1,929 4,857 4,200 3,931 68,934 (3,412) 65,522

Total assets........................ 326,471 346,899 355,287 177,125 103,841 117,919 55,295 106,021 474,875 247,204 2,310,937 137,541 2,448,478
Depreciation and
amortization .................... 7,322 2,839 4,710 938 139 257 365 857 916 6,184 24,527 258 24,785

Capital expenditures .......... ¥    1,082 ¥     11,287 ¥    3,715 ¥       962 ¥       361 ¥         36 ¥         25 ¥       511 ¥          657 ¥    1,968 ¥     20,604 ¥          44 ¥     20,648

14. MINIMUM PENSION LIABILITY ADJUSTMENT

In the event the balance of pension assets is less than the pension liabilities for companies adopting generally accepted accounting principles in the
United States (US-GAAP) included in the scope of consolidation, an adjustment was made to stockholders’ equity in accordance with US-GAAP
[Statement of Financial Accounting Standards No.87]. The amount of the adjustment is ¥177 million (U.S.$1,654 thousand) in 2005 and ¥24 million
in 2004.

Thousands of
Finance leases, as lessor: Millions of yen U.S. dollars

Equipment
Year ended March 31, 2005 and Fixtures Other Total Total

Lease properties, at cost.................................................................................................... ¥ 482 ¥ 254 ¥ 736 $ 6,879
Accumulated depreciation ................................................................................................ 152 148 300 2,804
Book value........................................................................................................................ 330 106 436 4,075
Future minimum lease payments....................................................................................... 1,845 17,243
Portion due within one year .............................................................................................. 632 5,907
Annual lease payments received........................................................................................ ¥ 126 $ 1,178

Millions of yen

Equipment
Year ended March 31, 2004 and Fixtures Other Total

Lease properties, at cost.................................................................................................... ¥ 720 ¥ 254 ¥ 974
Accumulated depreciation ................................................................................................ 370 102 472
Book value........................................................................................................................ 350 152 502
Future minimum lease payments....................................................................................... 680
Portion due within one year .............................................................................................. 271
Annual lease payments received........................................................................................ ¥ 330

At March 31, 2005 as lessee under noncancelable operating leases, future minimum lease payments are ¥1,611 million (U.S.$15,056 thousand)
of which ¥295 million (U.S.$2,757 thousand) is due within one year. And as lessor, future minimum lease payments to be received under operating
leases are ¥2,226 million (U.S.$20,804 thousand) of which ¥299 million (U.S.$2,794 thousand) is due within one year.

N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S



Thousands of U.S. dollars
Machinery & Energy & Chemicals & Construction & Forest Products & General Commodities & Overseas Elimination &

Year ended March 31, 2005 Aerospace Mineral Resources Plastics Urban Development Building Materials Foods Consumer Business Textiles Subsidiaries Other Total Unallocated Consolidated

Net sales:
Outside customers...... $8,128,701 $10,072,514 $5,571,439 $1,798,336 $2,728,794 $3,703,879 $2,246,683 $1,381,682 $6,945,037 $1,122,963 $43,700,028 $             — $43,700,028
Inter-segment............. 157,430 319,626 278,589 34,131 151,252 112,645 30,393 26,822 2,714,542 149,832 3,975,262 (3,975,262) —

Total ................... $8,286,131 $10,392,140 $5,850,028 $1,832,467 $2,880,046 $3,816,524 $2,277,076 $1,408,504 $9,659,579 $1,272,795 $47,675,290 $(3,975,262) $43,700,028

Cost of sales and 
selling, general 
and administrative 
expenses.......................... $8,170,841 $10,292,859 $5,703,804 $1,766,084 $2,845,149 $3,773,767 $2,259,048 $1,363,111 $9,620,327 $1,236,057 $47,031,047 $(3,943,374) $43,087,673

Operating income ............. 115,290 99,281 146,224 66,383 34,897 42,757 18,028 45,393 39,252 36,738 644,243 (31,888) 612,355

Total assets........................ 3,051,131 3,242,047 3,320,439 1,655,374 970,477 1,102,047 516,776 990,849 4,438,084 2,310,318 21,597,542 1,285,430 22,882,972
Depreciation and
amortization .................... 68,430 26,533 44,019 8,766 1,299 2,402 3,411 8,009 8,561 57,794 229,224 2,412 231,636

Capital expenditures .......... $     10,112 $     105,486 $     34,720 $       8,991 $       3,374 $          336 $          234 $       4,776 $      6,140 $     18,392 $     192,561 $           411 $     192,972

Millions of yen
Machinery & Energy & Chemicals & Construction & Forest Products & General Commodities & Overseas Elimination &

Year ended March 31, 2004 Aerospace Mineral Resources Plastics Urban Development Building Materials Foods Consumer Business Textiles Subsidiaries Other Total Unallocated Consolidated

Net sales:
Outside customers...... ¥1,055,397 ¥1,803,097 ¥622,744 ¥233,801 ¥295,264 ¥437,010 ¥248,964 ¥148,087 ¥   865,300 ¥152,073 ¥5,861,737 ¥ — ¥5,861,737
Inter-segment............. 9,815 58,236 26,435 579 8,153 12,639 553 3,003 287,782 18,440 425,635 (425,635) —

Total ................... ¥1,065,212 ¥1,861,333 ¥649,179 ¥234,380 ¥303,417 ¥449,649 ¥249,517 ¥151,090 ¥1,153,082 ¥170,513 ¥6,287,372 ¥(425,635) ¥5,861,737

Cost of sales and 
selling, general 
and administrative 
expenses.......................... ¥1,054,616 ¥1,854,201 ¥636,968 ¥225,879 ¥299,908 ¥447,656 ¥248,955 ¥146,973 ¥1,151,931 ¥160,683 ¥6,227,770 ¥(425,982) ¥5,801,788

Operating income ............. 10,596 7,132 12,211 8,501 3,509 1,993 562 4,117 1,151 9,830 59,602 347 59,949

Total assets........................ 382,526 344,797 375,678 305,061 142,406 117,275 63,653 96,627 701,576 394,705 2,924,304 152,718 3,077,022
Depreciation and
amortization .................... 8,150 1,711 13,151 1,674 192 278 882 615 1,101 5,785 33,539 18 33,557

Capital expenditures .......... ¥       2,364 ¥          693 ¥    3,995 ¥       534 ¥       216 ¥       133 ¥         49 ¥       131 ¥          315 ¥    3,496 ¥     11,926 ¥        201 ¥     12,127

Notes: 1. Industry segment figures are presented in conformity with the current form of industry segmentation, which was revised on April 1, 2004.
2. The operating income of each segment was adjusted in accordance with the changes in the distribution method of corporate administrative expenses.  
3. Total assets in the elimination or unallocated column was adjusted in accordance with the changes in distribution method of corporate assets.

■ Geographic segments
Trading transactions that are attributed to areas based on the locations of the assets producing revenues and long-lived assets for the year ended
March 31, 2005 and 2004 are as follows:

Millions of yen
North Asia & Elimination or

Year ended March 31, 2005 Japan America Europe Oceania Other Total Unallocated Consolidated

Net sales:
Outside customers.............................. ¥3,542,472 ¥350,122 ¥142,877 ¥598,290 ¥42,142 ¥4,675,903 ¥ — ¥4,675,903
Inter-area ........................................... 249,906 112,244 37,929 210,404 345 610,828 (610,828) —

Total ............................................. ¥3,792,378 ¥462,366 ¥180,806 ¥808,694 ¥42,487 ¥5,286,731 ¥(610,828) ¥4,675,903

Cost of sales and selling, general 
and administrative expenses .................. ¥3,749,992 ¥457,867 ¥177,112 ¥795,050 ¥37,152 ¥5,217,173 ¥(606,792) ¥4,610,381

Operating income.................................... 42,386 4,499 3,694 13,644 5,335 69,558 (4,036) 65,522
Total assets.............................................. ¥1,917,529 ¥193,592 ¥234,599 ¥272,003 ¥48,843 ¥2,666,566 ¥(218,088) ¥2,448,478
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The principal countries or areas included in each region are as follows:

2005 2004

North America ...........................................U.S.A. and Canada U.S.A. and Canada
Europe .......................................................U.K. and Germany U.K., Spain and Germany
Asia & Oceania...........................................Singapore and China Singapore, China and Thailand  
Other .........................................................Central and South America and Africa Central and South America and Africa

■ Overseas trading transactions
Overseas trading transactions for the years ended March 31, 2005 and 2004 are as follows:

Thousands of 
Millions of yen U.S. dollars 

2005 2004 2005

North America ..................................................................................................................... ¥ 313,841 ¥ 336,219 $ 2,933,093
Europe ............................................................................................................................... 221,808 361,156 2,072,972
Asia & Oceania..................................................................................................................... 905,238 999,890 8,460,168
Other areas .......................................................................................................................... 241,351 355,211 2,255,617

Total ............................................................................................................................... ¥ 1,682,238 ¥ 2,052,476 $15,721,850

The principal countries or areas included in each region are as follows:

2005 2004

North America ...........................................U.S.A. and Canada U.S.A. and Canada
Europe .......................................................U.K. and Germany U.K., Germany and Spain
Asia & Oceania...........................................China and Singapore China, Thailand and Singapore 
Other .........................................................Central and South America and Central and South America and Africa

Middle and Near East

Overseas trading transactions are defined as trading transactions of the Company and consolidated subsidiaries completed outside of Japan.

N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S

Thousands of U.S. dollars
North Asia & Elimination or

Year ended March 31, 2005 Japan America Europe Oceania Other Total Unallocated Consolidated

Net sales:
Outside customers.............................. $33,107,215 $3,272,168 $1,335,299 $5,591,496 $393,850 $43,700,028 $ — $43,700,028
Inter-area ........................................... 2.335,570 1,049,009 354,477 1,966,393 3,224 5,708,673 (5,708,673) —

Total ............................................. $35,442,785 $4,321,177 $1,689,776 $7,557,889 $397,074 $49,408,701 $(5,708,673) $43,700,028

Cost of sales and 
selling, general and 
administrative expenses ......................... $35,046,654 $4,279,130 $1,655,253 $7,430,375 $347,214 $48,758,626 $(5,670,953) $43,087,673

Operating income.................................... 396,131 42,047 34,523 127,514 49,860 650,075 (37,720) 612,355
Total assets.............................................. $17,920,832 $1,809,271 $2,192,514 $2,542,084 $456,477 $24,921,178 $(2,038,206) $22,882,972

Millions of yen
North Asia & Elimination or

Year ended March 31, 2004 Japan America Europe Oceania Other Total Unallocated Consolidated

Net sales:
Outside customers.............................. ¥4,658,268 ¥284,442 ¥208,370 ¥   691,650 ¥19,007 ¥5,861,737 ¥ — ¥5,861,737
Inter-area ........................................... 298,832 582,703 22,861 488,313 123 1,392,832 (1,392,832) —

Total ............................................. ¥4,957,100 ¥867,145 ¥231,231 ¥1,179,963 ¥19,130 ¥7,254,569 ¥(1,392,832) ¥5,861,737

Cost of sales and selling, general 
and administrative expenses .................. ¥4,901,975 ¥867,149 ¥229,214 ¥1,172,426 ¥17,332 ¥7,188,096 ¥(1,386,308) ¥5,801,788

Operating income.................................... 55,125 (4) 2,017 7,537 1,798 66,473 (6,524) 59,949
Total assets.............................................. ¥2,091,472 ¥268,573 ¥326,665 ¥   329,178 ¥68,997 ¥3,084,885 ¥       (7,863) ¥3,077,022

Notes: 1. The operating income of each segment was adjusted in accordance with the changes in the distribution method of corporate administrative expenses.  
2. Total assets in the elimination or unallocated column were adjusted in accordance with the changes in distribution method of corporate assets.
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16. ADDITIONAL CASH FLOW INFORMATION

(1) Cash flow from acquisition and sale of consolidated subsidiaries
Following are the amounts of assets and liabilities of newly consolidated subsidiaries at the time of acquisition for the years ended March 31, 2005
and 2004, the acquisition cost of those companies and the amounts of net expenditure for acquisition. 

Thousands of 
Millions of yen U.S. dollars 

2005 2004 2005

Current assets ...................................................................................................................... ¥ 47,500 ¥ 8,547 $ 443,925
Non-current assets ............................................................................................................... 18,928 18,394 176,897
Goodwill recognized on consolidation.................................................................................. 4,666 (5,939) 43,607
Current liabilities .................................................................................................................. (26,083) (7,800) (243,766)
Long-term liabilities.............................................................................................................. (7,401) (6,201) (69,168)
Minority interests ................................................................................................................. (21,106) (1) (197,252)

Acquisition cost.................................................................................................................... 16,504 7,000 154,243
Cash and cash equivalents of acquired companies................................................................ (14,491) (4,244) (135,430)

Net expenditure ................................................................................................................... ¥ 2,013 ¥ 2,756 $ 18,813

Following are the amounts of assets and liabilities of subsidiaries excluded from the consolidation scope at the time the Companies sold invest-
ment securities in consolidated subsidiaries, for the years ended March 31, 2005 and 2004.

Following are the amounts of assets and liabilities for the businesses that were spun off.

Thousands of
Millions of yen U.S. dollars

2005 2004 2005

Current assets .................. ¥12,933 ¥27,250 $120,869
Non-current assets ........... 7,505 18,374 70,140

Total ................................ ¥20,438 ¥45,624 $191,009

Thousands of
Millions of yen U.S. dollars

2005 2004 2005

Current liabilities .............. ¥11,075 ¥17,155 $103,505
Non-current liabilities ....... 3,356 23,373 31,364

Total ................................ ¥14,431 ¥40,528 $134,869

Thousands of
Millions of yen U.S. dollars

2005 2004 2005

Current assets .................. ¥ — ¥20,785 $ —
Non-current assets ........... — 5,745 —

Total ................................ ¥ — ¥26,530 $ —

Thousands of
Millions of yen U.S. dollars

2005 2004 2005

Current liabilities .............. ¥ — ¥15,642 $ —
Non-current liabilities ....... — 1,343 —

Total ................................ ¥ — ¥16,985 $ —

(2) Significant non cash transactions
(a) Conversion of convertible bonds

Thousands of 
Millions of yen U.S. dollars 

2005 2004 2005

Increase in capital stock by conversion of convertible bonds ................................................. ¥   500 ¥ — $4,673

Increase in capital surplus by conversion of convertible bonds .............................................. 500 — 4,673

Decrease in convertible bonds by conversion of convertible bonds........................................ 1,000 — 9,346

Convertible bonds of ¥10 billion (U.S.$9,346 thousand) that had been issued in the fiscal year ended March 31, 2005 guaranteed by Sojitz
Corporation had been converted to our common stock in the full amount by March 31, 2005.
(b) ¥340 billion (U.S$3,177,570 thousand) out of common and preferred stock of ¥360 billion (U.S.$3,364,486 thousand) had been issued in the

year ended March 31, 2005. Related contribution was made as the result of conversion of loan from The UFJ Bank Limited and The Bank of
Tokyo-Mitsubishi, Limited.

(3) “Other, net” of cash flows from operating activities
“Other, net” of cash flows from operating activities mainly includes loss and provision for loss on dissolution of subsidiaries and affiliates and
restructuring losses.
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18. SUBSEQUENT EVENTS

(a) The Company resolved at a Board of Directors meeting held on April
28, 2005 on a reduction of capital conditional on implementation of
loss disposition at a meeting of shareholders held on June 28, 2005,
and it was approved at the meeting of shareholders held on June 28,
2005.

• Amount of Capital Capital will be reduced from the current
Reduction: ¥336,123 million (U.S.$3,141,337 thousand), as

of March 31, 2005, by ¥236,123 million 
(U.S.$2,206,757 thousand) to ¥100,000 million 
(U.S.$934,579 thousand)

• Capital Reduction The amount of capital will be reduced without 
Method: any change in the number of issued and out-

standing shares.
• Amount Allotted to Of the ¥236,123 million (U.S.$2,206,757 

Cover Deficit: thousand) reduction in capital, ¥55,818 million 
(U.S.$521,664 thousand) will be used to com-
pensate for capital deficiency (loss carried for-
ward), and the remaining ¥180,304 million 
(U.S.$1,685,084 thousand) will be transferred 
to retained earnings as “Additional Paid-in 
Capital.”

* The above transactions will be reflected in the consolidated financial statements in
such a way as permitted by the Commercial Code of Japan and will be recorded
in its statutory books.

(b) The Company resolved at a Board of Directors meeting held on May
18, 2005 to propose a limit on purchase of First Series Class 1
Preferred Shares pursuant to Article 210 of the Commercial Code of
Japan to a meeting of shareholders held on June 28, 2005, and it was
approved by the shareholders.

•  Type of stock: 26,300,000 shares (limit) of First Series Class 1 Preferred
Shares

•  Purchase amount (limit): ¥60 billion (U.S.$560,748 thousand)

(c) The Company resolved at a Board of Directors meeting held on May
18, 2005 to issue convertible bonds with warrants attached by way of
third party allotment.

• Type of bond: convertible bonds with warrant attached
• Issue amount: ¥60 billion (U.S.$560,748 thousand)
• Issue date: June 3, 2005

(d) In accordance with a resolution to set a limit on issuance of domestic
bonds during the first half of 2005 at a Board of Directors meeting
held on March 30, 2005, the Company issued unsecured corporate
bonds on June 17, 2005.

• Type of bond: Second Series unsecured corporate bonds
• Issue amount: ¥30 billion (U.S.$280,374 thousand)
• Issue date: June 17, 2005

17. LAND REVALUATION DIFFERENCE

For some of the subsidiaries, revaluation of land for business was carried
out in accordance with the Law Concerning Revaluation of Land and on
the basis of the amendment to the Law on March 31, 2002.

With respect to the evaluation difference, amounts equivalent to taxes
related to the evaluation difference were included in “Deferred tax assets
on land revaluation.” The difference between the previous book value
and the revalued amount net of the deferred tax assets was presented as
“Land revaluation difference” in shareholders’ equity.

• Method of revaluation: Calculations were made in accordance with
the Law Concerning Revaluation of Land.

• Date of revaluation: March 31, 2002
• The difference between the market value as of March 31, 2005 and

book value of land after revaluation: ¥1,270 million (U.S.$11,869
thousand).
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