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Incorporated in 1907 as a manufacturer of printing inks,

TOYO INK MFG. CO., LTD., has strategically diversified its

operations into industrial chemicals, synthetic resin col-

orants, and printing equipment and systems. The Company

is meeting the wide-ranging and sophisticated needs of

its customers through its extensive network in Japan and

an international network of more than 60 subsidiaries, fac-

tories, and representative offices in North America, Europe,

Asia, and Oceania. The Company maintains a particularly

large number of centers in China, where it is implementing

wide-ranging business development. In its quest to expand

the scope of its operations, Toyo Ink has established coop-

erative business relationships with prominent domestic and

overseas companies and is listed on the First Section of the

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

2004 2003 2004

For the year:

Net sales......................................................................................................................... ¥216,406 ¥217,049 $2,041,566

Operating income.......................................................................................................... 9,444 8,093 89,094

Income before income taxes and minority interests ........................................................ 7,171 5,026 67,651

Net income.................................................................................................................... 3,477 2,100 32,802

Free cash inflow............................................................................................................. 5,501 2,715 51,897

Capital expenditures ...................................................................................................... 16,500 14,756 155,660

Depreciation and amortization....................................................................................... 11,302 10,976 106,623

R&D expenses................................................................................................................ 8,018 7,980 75,642

At year-end:

Net property, plant and equipment ................................................................................... 90,360 88,061 852,453

Total investments and other assets................................................................................. 48,017 43,637 452,991

Total assets .................................................................................................................... 268,067 264,793 2,528,934

Total shareholders’ equity .............................................................................................. 122,060 116,278 1,151,509

Interest-bearing debt ..................................................................................................... 85,072 90,223 802,566

Working capital ............................................................................................................. 35,053 51,677 330,687

Yen U.S. dollars

Per share of common stock:

Net income.................................................................................................................... ¥12.10 ¥7.29 $0.114

Diluted net income ........................................................................................................ 10.27 6.38 0.097

Cash dividends applicable to the year ............................................................................ 7.00 6.00 0.066

Notes: 1. U.S. dollar amounts have been translated, for convenience only, at the rate of ¥106 to US$1, the approximate exchange rate at March 31, 2004.
2. Free cash inflow is defined as net cash provided by operating activities less net cash used for investments. Such cash flows are amounts the Company considers to be

freely usable.

Financial Highlights (Consolidated Basis)
TOYO INK MFG. CO., LTD. and Subsidiaries Years ended March 31, 2004 and 2003
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In fiscal 2003, ended March 31, 2004, TOYO INK MFG. CO., LTD., worked to enhance its

performance, focusing on the three following themes:

• Further developing technology-based businesses

• Streamlining tangible assets and bolstering intangible assets

• Promoting upstanding management that places emphasis on customers, the environ-

ment, and compliance

In fiscal 2003, Toyo Ink faced a mixed operating environment in Japan. Although deflation-

ary economic conditions persisted and the summer was unusually cool, signs of economic

recovery began to emerge. 

Operating conditions overseas remained challenging due to such factors as the adverse

impact of the SARS outbreak and soaring petrochemical material prices owing to unrest in

the Middle East.
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A Message from the Management

Kunio Sakuma, President Tsuneo Tanaka, Executive Vice President



Against this backdrop, Toyo Ink made steady progress in consolidating its production bases for

printing inks. Our new businesses in LCD color filter materials and highly functional materials

also exhibited strong performances. In addition, demand in China—a focus of the Toyo Ink

Group—was robust. As a result, we attained increased revenues on both a consolidated and

nonconsolidated basis.

Operating Officer System

In fiscal 2004, we introduced an Operating Officer System to expedite decision making, clarify

responsibilities pertaining to the execution of duties, and promote the delegation of authority

with the aim of enhancing business efficiency. 

Dividends

Interim dividends in the year under review were ¥3 per share, the same as in the previous fis-

cal year, and year-end dividends were raised ¥1, to ¥4 per share, for a total annual dividend

of ¥7 per share. Toyo Ink also plans to set annual dividends for fiscal 2004 at ¥7 per share. 
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Kunio Sakuma
President

Tsuneo Tanaka
Executive Vice President

Objective—Long-Term Plan
Toyo Ink’s Vision for the 21st Century: Take Off 2007

Foundation building
- Business reorganization
- Personnel development
- Building a dynamic work climate
- Dig-in-deep technology
- Emphasis on CS, ES, SS*
Development and self-support 
- Stabilize affiliates’ independent operations
- Enhance total Group strength, both domestic and overseas
- Establish a total information network
- Maintain comfortable facilities 
- Increase contributions from CS, ES, SS*
Expansion and surging ahead to the next target
Targets:
- Be a good partner in the global market
- Manage cash flow with capital efficiency
- Be a responsible chemical manufacturer
- Build a dynamic corporate enterprise that brings happiness 

to its employees
JUMP 1: ’03 ~ ’05 Basic policy
- Transition to results-oriented speedy operations
- Practice of value management
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Corporate Philosophy

Corporate Policy

Guiding Principles

Beliefs and Dreams of the
Company and Its Employees

Take Off 2007 for the 21st Century

* CS (customer satisfaction): Raising the quality of products and services by incorporating responses to customer needs
ES (employee satisfaction): Creating and implementing a fair system for evaluating employee performance that

inspires employee understanding
SS (societal satisfaction): Leveraging the Group’s full potential to create products that take into consideration

both society and the environment



With its 100th anniversary on the horizon, the Toyo Ink Group is currently working toward the

goals of its Take Off 2007 Group Vision. To make this vision a reality, the Company has been

implementing medium-term business plans every three years. Fiscal 2003 marked the start of the

latest medium-term business plan, JUMP 1, through which we have been making meaningful

progress toward the fulfillment of Take Off 2007.

The JUMP 1 medium-term business plan spans the fiscal years 2003 to 2005 and focuses on the

concept of establishing the No. 1 brand through results-oriented speedy operations and value

management. This concept is also integral to the fulfillment of the Toyo Ink Group’s philosophy of

being a company that creates new value for human culture throughout the world.

The JUMP 1 medium-term business plan includes the following priority themes:

1. Implement results-focused, expedient management 

2. Practice value management:

• Optimization strategies and cash flow management

• Segment-based delegation of administration responsibilities

To facilitate the achievement of these goals, we have introduced an operating officer system.

“Setting the stage for the success of the Take Off 2007 Group Vision” is our slogan for fiscal

2004, the second year of JUMP 1. In line with this concept, we will work to:

1. Leverage marketing strengths to expand and develop operations

2. Streamline and maximize the efficiency of tangible assets, capital, and personnel to bolster rev-

enues

3. Strive to achieve corporate social responsibility (CSR) based operations

In addition, we are aiming to record our highest revenues to date on our 100th anniversary,

January 15, 2007.

We will work to achieve this goal by expanding our operations in Japan, North America, and

Europe with an eye to carrying out niche strategies focused on specialty products and enhancing

our Group infrastructure. Concurrently, we will expand our businesses in China and Southeast

Asia through large-scale capital investment.

On the business operations side, Toyo Ink will continue to pursue expansion by accelerating new

product-based profit growth.

The Toyo Ink Group’s
Business Strategies

Setting the stage for the success of the Take Off 2007 Group Vision
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In fiscal 2004, the Toyo Ink Group will concentrate on expanding its core technologies based on

three primary technology platforms: color and pigment technologies, polymer technologies, and

optoelectronic materials technologies.

By positioning these platforms as our core technology source, we will promote specialty

products in niche segments in the fields of graphic arts and chemicals.

In line with this approach, we will work to develop fine chemicals, environmentally harmo-

nized products, and new operations in the following business domains:

• Environmentally harmonized Printing and Packaging Materials Business:

Reduce the use of volatile organic compounds (VOCs) in products, develop solvent-free

products, and develop products free of environmental pollutants

• Functional Materials Business:

Develop products with functional physical properties

• Digital and Information Materials Business:

Develop products to meet energy conservation, miniaturization, and high-resolution needs

In addition, Toyo Ink will move forward with its NEXT 21 Development Plan. With consistent

focus on its technology platforms, the Company will continuously expand its core technologies

and accelerate development to augment its technology stock, enabling the creation of next-

generation businesses and products.

Toyo Ink is also working to meet the objectives set out in its New Products 21 program for new

business and new product development. In fiscal 2002, we succeeded in meeting the ¥20 billion

sales target for new businesses and products by achieving ¥20.1 billion in sales. In fiscal 2003,

we initially set the sales target at ¥24 billion, but we later revised it upward to ¥28 billion—and

we met it. Our fiscal 2005 objective is ¥33 billion in sales.

Major items in the ¥33 billion plan for fiscal 2005 include:

• Environment-Friendly Printing and Packaging Materials Business (Sales target: ¥15 billion):

New web offset printing ink products, new radiation-cure (RC) printing ink products, new

electron-beam (EB) printing ink products, new ultraviolet (UV) printing ink products, toluene-

free gravure inks for use in packaging, and continuous print inspection systems

• Functional Materials Business Segment (Sales target: ¥3 billion):

Adhesives for optical, electronics, and medical applications; environmentally harmonized

marking film; highly functional emulsion products; and antibacterial products

• Digital and Information Materials Business (Sales target: ¥15 billion):

Resist inks for LCD color filters, organic electroluminescence (EL) materials, and radio frequency

identification (RFID) materials

The Toyo Ink Group’s
R&D Strategies

Platform-based expansion of core technologies
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Total sales
Operating income

9,112
85,076

Review of Operations

Total Sales and Operating Income
(Millions of yen)

Performance and Outlook
Price competition in the offset ink market in Japan remained fierce. However, sales of web offset

inks and sheet-fed inks picked up in the latter half of the fiscal year largely as a result of a recovery

in advertising-related demand and an increase in exports. Overseas, sales of offset inks were sluggish

in Southeast Asia but robust in China, thanks to growing demand.

Toyo Ink succeeded in achieving higher sales volumes of newspaper inks than in the previous

fiscal year despite the ongoing decline in demand due to a reduction in the average number of

pages in a newspaper. Nevertheless, intensified price competition caused sales and income to dip

below previous fiscal year levels.

Sales of UV inks in Japan grew, boosted by the market introduction of newly developed hybrid

inks that combine the advantages of solvent-based and soy-oil-based inks with those of UV inks. The

overseas performance of UV inks was also strong, marked by expanded sales of products for use in

paper articles accompanying market growth in China and other countries. 

Gravure ink sales in Japan were brisk, thanks to robust sales of environment-friendly toluene-free

inks and other new products for use in packaging, which offset the slide in demand for gravure inks

used in publishing stemming from declines in the circulation of weekly magazines—the core market

for these products. In addition, although demand for gravure inks for use in such construction mate-

rials as thin paper laminate diminished and the unusually cool summer put a damper on demand for

flexographic printing inks for cardboard boxes used to distribute fresh produce and beverages, these

products performed well, primarily owing to expanded sales to major customers. Overseas, dwin-

dling demand in the United States for gravure inks used in construction materials and rising raw

material costs for packaging materials in Southeast Asia resulted in sluggish performance.

Although printing ink segment sales declined 2.6% year on year, to ¥85,076 million, operating

income edged up 0.6%, to ¥9,112 million.

Topics
Saitama Plant’s new offset ink facilities start operations

Toyo Ink established state-of-the-art facilities at its Saitama Plant for manufacturing high-quality

offset inks used in such products as magazines and food product packaging. The new facilities went

onstream in December 2003 and the Saitama Plant now boasts the highest production capacity in

the world for inks.

Toyo Ink receives soy ink recognition award

During International Printing Week, Toyo Ink became the first ink manufacturer to receive a soy ink

recognition award from the National Soy Ink Information Center for its contributions in developing

and promoting the use of soy inks. 
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Saitama Plant’s new offset ink
facilities

Soy ink recognition award
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(Years ended March 31)
’01 ’02 ’03 ’04

Total sales
Operating income (loss)

649
33,669

Performance and Outlook
Graphic arts supplies showed strong performance in Japan—marked by growth in sales of plates

for computer-to-plate (CTP) applications and expanded sales to major customers—but struggled in

China and Southeast Asia. Stellar performance in gravure cylinders was achieved despite stronger

price competition, due to initiatives to expand sales and boost productivity.

In graphic arts machinery, sales of CTP systems were strong and renovations at newspaper com-

panies pumped up sales of quality control devices for newspapers. Large printing machines also

fared well due to the recovery in capital investment demand.

The graphic arts machinery and supplies segment posted sales of ¥33,669 million, a 1.5% increase

year on year, and operating income of ¥649 million, a vast improvement from the operating loss of

¥526 million recorded in the previous fiscal year, which was achieved by expanding sales of products

with high profit margins developed within the Group and reducing costs by bolstering alliances. 

Topics
Toyo Assistant series launched

With sales of more than 550 units since its launch, the Toyo Assistant series of printing material

inspection equipment, developed and sold by the Toyo Ink Group for use in newspaper and com-

mercial printing, has greatly contributed to this segment’s performance. 

Start of new configuration for ga-city Corporation 

In July 2004, ga-city Corporation, our joint venture with Sakata Inx Corporation, begins operations

under its new configuration. At this time, Toyo Ink and Sakata Inx moved their respective digital pre-

press technical staff to ga-city Corporation, enhanced systems integration and data portal site func-

tions, and built a new showroom.

G
raphicA

rts
M

achinery and Supplies
Total Sales and Operating 
Income (Loss) 
(Millions of yen)

Toyo Assistant series New showroom at ga-city
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Total sales
Operating income

3,614
40,759

Total Sales and Operating 
Income
(Millions of yen)

Performance and Outlook
Although FINISHES metallic coatings for cans experienced sales growth in coatings for two-piece

cans, structural changes in the beverage container market, including the shift away from metallic

printed cans to PET bottles and film laminated cans, and cool summer weather during the fiscal year

under review stifled demand, resulting in generally sluggish sales in Japan. Overseas, sales of FINISHES

metallic coatings for cans were strong in Thailand but declined in South Korea, due to the unusually

cool summer there.

In resins, expanded sales of laminate adhesives and products for construction-related applications

contributed to strong overall performance.

Brisk sales of adhesives for labels as well as electronic and automotive applications, mainly to

major customers, were achieved in Japan as these markets gathered steam. Sales of these products

grew in Southeast Asia as well; however, rising raw material costs posed a challenge to profitability.

Although sales of industrial tape to the electronics market remained strong and we increased our

share of the market for marking film materials through the introduction of new environment-friendly

products, overall sales of coating materials edged down from the previous fiscal year as a result of

declines in large-scale corporate image promotion programs and the disposal of unprofitable prod-

uct lines. Overall,  profits rose. 

Sales in the polymer chemicals segment shrank 2.1%, to ¥40,759 million, and operating income

edged down 0.1%, to ¥3,614 million.

Topics
Natural antibacterial agent launched

Sasa Mask®, incorporating bamboo leaf extract derived using a special method and commercialized

using Toyo Ink’s proprietary technology, was launched as a revolutionary new product that protects

against the SARS virus and the influenza virus.

Molecular template technology

Toyo Ink has developed a molecular template technology that can be used to easily remove chemical

substances that are harmful to humans from factory wastewater. This technology uses nanotechnol-

ogy to create molecular templates—indentations that are nearly the same shape as specific molecules—

which are used to trap and remove chemical substances.

8
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(Years ended March 31)
’01 ’03’02 ’04

Total sales
Operating income

7,822
53,490

Performance and Outlook
In chemicals, although pigments faced increasingly tough price competition in Japan, sales of high-

performance products, especially media materials, were solid. In Europe and North America, how-

ever, the escalating price competition, spurred by the market entrance of cheap products made in

China and India as well as the move to concentrated purchasing accompanying customers’ restruc-

turing activities, exchange rate fluctuations, and other factors, contributed to flat sales.

Demand subsided for water-based colors for use in textiles and enamel paper, and sales of soil

remediation agents were slack.

Although sales of chips for use in automobile paints were weak, those of high-value-added chips

for such applications as cosmetics were strong. 

While domestic sales of plastic colorants for electronic applications were robust, sales for contain-

er and other mainstay applications were sluggish, due to weak consumer spending. Sales in the

United States were solid, however, particularly in the automotive market, and expanded sales and

cost reductions helped to improve profitability in the Philippines and China. 

Sales of media materials surged on increased demand for LCD panels for desktop PC monitors and

mobile phones and higher sales of LCD color filter materials generated by greater-than-expected

sales of LCD televisions. In addition, the Moriyama Plant and the new plant in Taiwan operated

smoothly.

While sales of electronics materials in Japan were strong, exports to North America retreated. 

Coatings for recording materials showed solid performance, owing to vigorous demand for back

coatings for computer backup tape and expanded use of Toyo Ink Group products attained by offer-

ing increasingly sophisticated products.

In organic EL device materials, although the formation of a full-fledged market for full color organic

EL displays has been slower than anticipated, Toyo Ink is gradually making progress in this business.

Sales in the chemicals and media materials segment increased 1.8% from the previous fiscal year,

to ¥53,490 million, and operating income jumped 13.5%, to ¥7,822 million.

Topics
New manufacturing facilities for highly functional pigments

In July 2004, the construction of new pigment manufacturing facilities at the Fuji Plant was complet-

ed. The new facilities were established to meet demand for highly functional, high-value-added

pigment dispersions for use in such products as electronic display devices.

Edible ink manufacturing line goes onstream 

In September 2004, an edible ink manufacturing line at the Kawagoe Plant began operations. Edible

inks have traditionally been used to print directly on desserts, eggs, and other food products and are

gaining popularity for use in printing on packaging and other materials that come into direct contact

with food products as well as sanitary products. 

Chem
icals 
and M

edia M
aterials

Total Sales and Operating 
Income
(Millions of yen)
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Thousands of
Millions of yen U.S. dollars (Note 1)

2004 2003 2002 2001 2000 2004

For the year:

Net sales ...................................................... ¥216,406 ¥217,049 ¥222,359 ¥222,246 ¥215,825 $2,041,566

Operating income ........................................ 9,444 8,093 6,942 10,242 6,494 89,094

Net income .................................................. 3,477 2,100 805 1,712 5,026 32,802

At year-end:

Net property, plant and equipment .............. 90,360 88,061 88,524 83,001 82,206 852,453

Total investments and other assets ............... 48,017 43,637 49,342 52,017 43,277 452,991

Total assets .................................................. 268,067 264,793 283,221 283,993 299,569 2,528,934

Total shareholders’ equity ............................ 122,060 116,278 118,087 117,236 120,204 1,151,509

Interest-bearing debt.................................... 85,072 90,223 94,368 93,905 114,270 802,566

Working capital............................................ 35,053 51,677 36,300 54,873 69,807 330,687

Yen U.S. dollars

Per share data:

Net income .................................................. ¥12.10 ¥7.29 ¥2.59 ¥6.19 ¥17.30 $0.114

Diluted net income....................................... 10.27 6.38 — 5.50 13.76 0.097

Cash dividends applicable to the year ........... 7.00 6.00 6.00 5.50 5.00 0.066

Ratio:

Gross profit margin ...................................... 24.0% 24.1% 20.6% 22.5% 21.6%

Equity ratio .................................................. 45.5 43.9 41.7 41.3 40.1

Return on equity .......................................... 2.92 1.79 0.68 1.44 4.19

Return on assets........................................... 1.31 0.77 0.28 0.59 1.67

Notes: 1. U.S. dollar amounts have been translated, for convenience only, at the rate of ¥106 to US$1, the approximate exchange rate at March 31, 2004.
2. Diluted net income per share at March 31, 2002 is not disclosed because it is anti-dilutive.

Consolidated Five-Year Summary
TOYO INK MFG. CO., LTD. and Subsidiaries Years ended March 31
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Financial Section
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Financial Review

Net Sales

Toyo Ink’s consolidated net sales amounted to ¥216,406 million ($2,042 million) in fiscal 2003, a

decrease of 0.3% from ¥217,049 million in the previous fiscal year. Accordingly, the cost of sales

decreased 0.2%, to ¥164,475 million ($1,552 million). Gross profit decreased 0.6%, to ¥51,931 mil-

lion ($490 million), and the gross profit margin decreased 0.1 percentage point, to 24.0%.

Selling, general and administrative (SG&A) expenses declined 3.8% from the previous fiscal year, to

¥42,487 million ($401 million). The SG&A expenses ratio fell from 20.4% to 19.6%, operating income

jumped 16.7%, to ¥9,444 million ($89 million), and the operating income ratio climbed 0.7 percent-

age point, to 4.4%.

Other income (expenses)—net, amounted to an expense of ¥2,273 million ($21 million), as com-

pared with an expense of ¥3,067 million in the previous fiscal year.

Income before income taxes and minority interests totaled ¥7,171 million ($68 million), up 42.7%

from ¥5,026 million in the previous fiscal year. Net income for the fiscal year also rose markedly,

from ¥2,100 million in the previous fiscal year to ¥3,477 million ($33 million), and the net income

ratio increased from 1.0% to 1.6%. The rate of return on shareholders’ equity climbed 1.1 percent-

age point, to 2.9%.

After taking into consideration the Company’s overall performance, we have decided to raise the

annual dividend per share by ¥1 from the previous fiscal year, to ¥7.00 ($0.07).

Performance by business segment is described in the Review of Operations section, and a review

by geographic segment is as follows:

Japan—Our flagship printing inks exhibited strong performance despite intensified price competition,

encouraged by expanded UV ink and export sales, and graphic arts machinery and supplies fared

well, owing to a pickup in capital investment demand and a higher profit margin stemming from

expanded sales of products developed in-house. Although sales of FINISHES metallic coatings for cans

were slack, due to the unusually cool summer, sales of LCD filter materials and other media materials

grew substantially, and those of chemicals and adhesives were generally robust.

During the fiscal year under review, we worked aggressively to reduce raw material, personnel,

and other costs while moving forward with the streamlining and disposal of unprofitable operations

and products.

As a result, segment sales increased 0.6% from the previous fiscal year, to ¥180,524 million

($1,703 million), and operating income rose a substantial 21.0%, to ¥6,488 million ($61 million).

Asia and Oceania—In China, sales of offset inks and other products rose on strong market growth,

pigment exports expanded, and a new plant in Taiwan for LCD color filter materials operated smoothly.

Operating conditions in Southeast Asia were extremely challenging, owing to such factors as weak

demand due to concerns over the SARS outbreak and terrorism as well as soaring raw material costs

associated with the situation in Iraq and the weak local currency. In Oceania, intensifying price competi-

tion due to the strong local currency led to weak sales. 

Segment sales climbed 8.8%, to ¥33,849 million ($319 million), and operating income increased

8.4%, to ¥2,788 million ($26 million).

Europe—The Group’s operations in Europe struggled to make headway amid an economic

downturn, mainly in the eurozone. In particular, mainstay pigment products faced tough operating

conditions in terms of sales and profits as price competition heated up with the emergence of cheap



products made in China and India, spurred by the strong euro. To prevail in this market environment,

we have withdrawn from certain unprofitable operations and expect this to contribute to a rise in

revenues in the next fiscal year.

Consequently, segment sales decreased 8.2%, to ¥8,271 million ($78 million), and an operating

loss of ¥217 million ($2 million) was posted.

North America—Sales of plastic colorants for use in automobiles and back coatings for recording

materials were robust. However, strong economic trends did not extend to the printing market,

resulting in weak sales of mainstay printing inks and pigment products. To recover profits in this

area, we are focusing on bolstering sales of UV inks and other high-value-added products. 

As a result, segment sales declined 9.2%, to ¥7,378 million ($70 million), and operating income

edged down 2.9%, to ¥233 million ($2 million).

Financial Condition

Total assets increased 1.2%, to ¥268,067 million ($2,529 million), primarily owing to a ¥9,877 mil-

lion increase in investment securities, a ¥2,299 million increase in net property, plant and equipment,

and a ¥5,385 million decrease in deferred income tax assets. The decrease in deferred income tax

assets is associated with an increase in the market value of investment securities, brought about by

a recovery in the Japanese stock market. 

Total liabilities were down 1.6%, to ¥142,630 million ($1,346 million). The main causes of the

decline included a ¥3,622 million decrease in short-term borrowings and a ¥2,917 million increase in

payables. In recent years, the Group has worked to reduce interest-bearing debt to improve its finan-

cial position.

Total shareholders’ equity rose 5.0%, to ¥122,060 million ($1,152 million), mainly as a result of

¥3,910 million in net unrealized gains on available-for-sale securities, compared with losses of ¥1,621 mil-

lion at the previous fiscal year-end, due to an increase in their market value. The equity ratio climbed

1.6 percentage points, to 45.5%.

Cash Flows

Cash and cash equivalents at the end of fiscal 2003 amounted to ¥16,066 million ($152 million),

down ¥1,688 million from the previous fiscal year-end. 

Net cash provided by operating activities increased ¥6,338 million from the previous fiscal year, to

¥18,353 million ($173 million). The principal sources of cash inflow included such noncash items as

depreciation and amortization, which amounted to ¥11,302 million ($107 million), a ¥326 million

increase from the previous fiscal year, and a working capital inflow of ¥1,244 million ($12 million)

due to an increase in notes and accounts payable, an ¥11,663 million increase from the previous

fiscal year. Major cash outflows included a ¥366 million ($3 million) increase in notes and accounts

receivable, a ¥3,622 million decrease from the previous fiscal year.

Net cash used in investing activities amounted to ¥12,852 million ($121 million), a ¥3,552 million

increase from the previous fiscal year. The principal sources of net cash inflow included proceeds from

sales of investment securities, which totaled ¥4,534 million ($43 million), an increase of ¥928 million

from the previous fiscal year. The principal sources of net cash outflow included purchases of property,

plant and equipment, which totaled ¥14,253 million ($134 million), a ¥1,203 million increase from the
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previous fiscal year, and purchases of investment securities, which came to ¥3,549 million ($33 million),

reflecting a ¥1,423 million increase.

Net cash used in financing activities amounted to ¥6,245 million ($59 million), a ¥1,300 million

increase from the previous fiscal year. The principal source of net cash inflow was ¥444 million

($4 million) in proceeds from long-term debt, a ¥12,844 million decrease from the previous fiscal

year. The principal sources of net cash outflow were a decrease in short-term borrowings—net, which

totaled ¥2,787 million ($26 million), a ¥2,529 million increase from the previous fiscal year, repay-

ments of long-term debt, which totaled ¥2,074 million ($20 million), a ¥14,056 million decrease from

the previous fiscal year, and dividends paid, which totaled ¥1,775 million ($17 million), a ¥22 million

increase from the previous fiscal year.

Future Prospects

The future economic outlook is not optimistic. Although strong economic conditions in the United

States and other countries are expected to lead to upward momentum in the global economy, unsta-

ble social conditions in the Middle East, soaring petroleum-based raw material costs, climbing long-

term interest rates, and other factors of concern remain. 

In the printing inks segment, we will complete the first stage of the consolidation of production,

distribution, and technological functions at our Saitama Factory to realize the benefits of cost

reductions achieved by enhancing efficiency. In addition, Toyo Ink will work to expand its lineup of

environment-friendly products, while proactively working to fulfill its corporate social responsibility

(CSR) through environmental initiatives.

Overseas, our new company in Shanghai, China, will start full-fledged production and sales and will

work to expand sales of gravure ink products. Our printing ink and pigment base in Tianjin, China,

will further increase its supply of offset inks, both domestically and overseas.

In graphic arts machinery and supplies operations, we will work to provide ongoing support

for our customers’ operational reforms via ga-city Corporation, our joint venture with Sakata Inx

Corporation. Toyo Ink also aims to enhance revenues from its systems and digital-related operations

by consolidating the business and overhauling its product lineup. 

In the polymer chemicals segment, the Company will endeavor to bring to market new high-value-

added products, such as natural extract coatings and materials for use in optronics and electronics,

while working to consolidate production lines, implement purchasing strategies, and optimize distrib-

ution to reduce costs across the board, thereby securing profits. Overseas, the start of operations at

the new company in Shanghai is projected to spur sales growth in resins and adhesives.

Toyo Ink will develop its chemical and media material business globally, focusing on the electron-

ics, environmental business, and natural-material-derived product markets. In materials for LCD color

filters, the Company will work to optimize its production framework, which includes such bases in

Japan as the Moriyama Plant and such facilities overseas as a plant in Taiwan, to improve asset effi-

ciency and curtail costs. We aim to maintain and augment a production framework that not only

provides a stable supply of products worldwide but also operates in a safe and an environment-

friendly manner, and we expect this to contribute to the bottom line.

In fiscal 2004, the Company forecasts a 6.3% rise in net sales, to ¥230,000 million, and a 43.8%

increase in net income, to ¥5,000 million.
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Thousands of
Millions of yen U.S. dollars (Note 1)

2004 2003 2004

ASSETS

Current assets:

Cash and cash equivalents ............................................................................................ ¥ 16,066 ¥ 17,754 $ 151,566

Marketable securities (Note 3)....................................................................................... — 64 —

Receivables:

Trade notes (Note 17) ............................................................................................... 29,263 31,777 276,066

Trade accounts (Note 17) .......................................................................................... 49,706 47,452 468,925

Associated companies............................................................................................... 1,210 1,476 11,415

Other........................................................................................................................ 894 1,352 8,434

Allowance for doubtful receivables ........................................................................... (1,151) (985) (10,859)

Inventories (Note 4) ...................................................................................................... 28,017 29,323 264,311

Deferred income tax assets (Note 8) .............................................................................. 2,082 1,812 19,642

Prepaid expenses and other .......................................................................................... 3,603 3,070 33,990

Total current assets ........................................................................................... 129,690 133,095 1,223,490

Property, plant and equipment:

Land (Note 5)................................................................................................................ 26,867 27,310 253,462

Buildings and structures (Note 5) .................................................................................. 68,255 65,513 643,915

Machinery and equipment (Note 5)............................................................................... 137,430 136,252 1,296,510

Construction in progress ............................................................................................... 1,786 1,489 16,849

Total ..................................................................................................................... 234,338 230,564 2,210,736

Accumulated depreciation ............................................................................................ (143,978) (142,503) (1,358,283)

Net property, plant and equipment ................................................................. 90,360 88,061 852,453

Investments and other assets:

Investment securities (Notes 3 and 5) ............................................................................ 28,215 18,338 266,179

Investments in and advances to associated companies .................................................. 5,336 5,796 50,340

Long-term prepaid expenses ......................................................................................... 5,251 4,977 49,538

Deferred income tax assets (Note 8) .............................................................................. 2,154 7,809 20,321

Other assets (Note 5) .................................................................................................... 7,061 6,717 66,613

Total investments and other assets ................................................................. 48,017 43,637 452,991

Total ................................................................................................................................ ¥268,067 ¥264,793 $2,528,934

See notes to consolidated financial statements.

Consolidated Balance Sheets
TOYO INK MFG. CO., LTD. and Subsidiaries March 31, 2004 and 2003
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Thousands of
Millions of yen U.S. dollars (Note 1)

2004 2003 2004

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities:

Short-term borrowings (Note 5) .................................................................................... ¥ 25,582 ¥ 29,204 $ 241,340

Current portion of long-term debt (Note 5)................................................................... 15,454 1,474 145,792

Payables:

Trade notes (Note 17) ............................................................................................... 2,224 2,375 20,981

Trade accounts (Note 17) .......................................................................................... 30,531 30,356 288,028

Associated companies............................................................................................... 5,319 4,786 50,179

Other........................................................................................................................ 7,784 5,425 73,434

Accrued income taxes ................................................................................................... 1,002 1,149 9,453

Accrued expenses ......................................................................................................... 3,871 3,637 36,519

Deferred income tax liabilities (Note 8) .......................................................................... 27 25 255

Other current liabilities.................................................................................................. 2,843 2,987 26,822

Total current liabilities ...................................................................................... 94,637 81,418 892,803

Long-term liabilities:

Long-term debt (Note 5) ............................................................................................... 44,036 59,545 415,434

Liability for retirement benefits (Note 6) ........................................................................ 2,058 1,874 19,415

Deferred income tax liabilities (Note 8) .......................................................................... 1,704 1,740 16,075

Other............................................................................................................................ 195 391 1,840

Total long-term liabilities .................................................................................. 47,993 63,550 452,764

Minority interests .......................................................................................................... 3,377 3,547 31,858

Contingent liabilities (Note 13)

Shareholders’ equity (Notes 5, 7 and 15):

Common stock:

Authorized—485,010,000 shares in 2004 and 2003

Issued—276,728,433 shares in 2004 and 276,726,578 shares in 2003..................... 24,611 24,610 232,179

Capital surplus.............................................................................................................. 25,824 25,823 243,623

Retained earnings ......................................................................................................... 72,088 70,354 680,075

Net unrealized gains (losses) on available-for-sale securities........................................... 3,910 (1,621) 36,887

Foreign currency translation adjustments ...................................................................... (4,267) (2,802) (40,255)

Total .................................................................................................................... 122,166 116,364 1,152,509

Treasury stock, at cost

326,789 shares in 2004 and 276,981 shares in 2003.................................................. (106) (86) (1,000)

Total shareholders’ equity ................................................................................ 122,060 116,278 1,151,509

Total ................................................................................................................................ ¥268,067 ¥264,793 $2,528,934
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Thousands of
Millions of yen U.S. dollars (Note 1)

2004 2003 2004

Net sales (Notes 16 and 17)............................................................................................. ¥216,406 ¥217,049 $2,041,566

Cost of sales (Notes 6, 9, 16 and 17)............................................................................... 164,475 164,801 1,551,651

Gross profit .............................................................................................................. 51,931 52,248 489,915

Selling, general and administrative expenses (Notes 6, 9 and 16) .............................. 42,487 44,155 400,821

Operating income (Note 16) ..................................................................................... 9,444 8,093 89,094

Other income (expenses):

Interest and dividend income ........................................................................................ 481 595 4,538

Interest expense............................................................................................................ (1,158) (1,401) (10,925)

Equity in earnings of associated companies ................................................................... 181 234 1,708

Other, net (Note 10) ..................................................................................................... (1,777) (2,495) (16,764)

Other income (expenses)—net .................................................................................. (2,273) (3,067) (21,443)

Income before income taxes and minority interests ........................................................... 7,171 5,026 67,651

Income taxes (Note 8):

Current......................................................................................................................... 1,748 1,911 16,491

Deferred ....................................................................................................................... 1,553 607 14,650

Total income taxes .................................................................................................... 3,301 2,518 31,141

Minority interests .......................................................................................................... (393) (408) (3,708)

Net income ..................................................................................................................... ¥ 3,477 ¥ 2,100 $ 32,802

Yen U.S. dollars (Note 1)

Per share of common stock (Notes 2 (n) and 14):

Net income................................................................................................................... ¥12.10 ¥7.29 $0.114

Diluted net income ....................................................................................................... 10.27 6.38 0.097

Cash dividends applicable to the year ........................................................................... 7.00 6.00 0.066

See notes to consolidated financial statements.

Consolidated Statements of Income
TOYO INK MFG. CO., LTD. and Subsidiaries Years ended March 31, 2004 and 2003



Thousands Millions of yen

Outstanding num- Net unrealized gains Foreign currency Treasury
ber of shares of Common Capital Retained (losses) on available- translation stock,
common stock stock surplus earnings for-sale securities adjustments at cost

Balance at March 31, 2002 .................................. 276,698 ¥24,610 ¥25,823 ¥70,004 ¥ (764) ¥(1,578) ¥ (8)

Net income ........................................................ 2,100

Cash dividends, ¥6.00 per share (Note 7) ........... (1,660)

Bonuses to directors and corporate auditors ....... (90)

Change in unrealized losses
on available-for-sale securities .......................... (857)

Change in foreign currency translation adjustments...... (1,224)

Repurchase of treasury stock.............................. (248) (78)

Balance at March 31, 2003 .................................. 276,450 24,610 25,823 70,354 (1,621) (2,802) (86)

Net income ........................................................ 3,477

Cash dividends, ¥7.00 per share (Note 7) ........... (1,658)

Bonuses to directors and corporate auditors ....... (85)

Change in unrealized gains
on available-for-sale securities .......................... 5,531

Change in foreign currency translation adjustments...... (1,465)

Repurchase of treasury stock.............................. (50) (20)

Conversion of convertible bonds .............................. 2 1 1

Balance at March 31, 2004 .................................. 276,402 ¥24,611 ¥25,824 ¥72,088 ¥3,910 ¥(4,267) ¥(106)

Thousands of U.S. dollars (Note 1)

Net unrealized gains Foreign currency Treasury
Common Capital Retained (losses) on available- translation stock,

stock surplus earnings for-sale securities adjustments at cost

Balance at March 31, 2003 ................................................... $232,170 $243,613 $663,717 $(15,292) $(26,434) $ (811)

Net income ......................................................................... 32,802

Cash dividends, $0.066 per share (Note 7) .......................... (15,642)

Bonuses to directors and corporate auditors ........................ (802)

Change in unrealized gains
on available-for-sale securities ........................................... 52,179

Change in foreign currency translation adjustments ....................... (13,821)

Repurchase of treasury stock ............................................... (189)

Conversion of convertible bonds ............................................ 9 10

Balance at March 31, 2004 ................................................... $232,179 $243,623 $680,075 $ 36,887 $(40,255) $(1,000)

See notes to consolidated financial statements.

Consolidated Statements of Shareholders’ Equity
TOYO INK MFG. CO., LTD. and Subsidiaries Years ended March 31, 2004 and 2003
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Thousands of
Millions of yen U.S. dollars (Note 1)

2004 2003 2004

Operating activities:
Income before income taxes and minority interests............................................................ ¥ 7,171 ¥ 5,026 $ 67,651
Adjustments for:

Income taxes—paid....................................................................................................... (1,874) (2,187) (17,679)
Depreciation and amortization ...................................................................................... 11,302 10,976 106,623
Gain on exemption from future pension obligation of the governmental program......... — (4,140) —
Gain on sales of property, plant and equipment and other fixed assets, net................... (222) (291) (2,094)
Loss on disposal of property, plant and equipment and other fixed assets ..................... 1,361 831 12,840
(Gain) loss on sales of investment securities, net ............................................................ (1,683) 25 (15,877)
Loss on impairment of investment securities .................................................................. 379 5,023 3,575
Changes in assets and liabilities:

(Increase) decrease in accounts receivable and notes receivable ................................. (366) 3,256 (3,453)
Decrease in inventories.............................................................................................. 506 894 4,774
Increase (decrease) in accounts payable and notes payable ........................................ 1,244 (10,419) 11,736
Other, net ................................................................................................................. 535 3,021 5,046

Net cash provided by operating activities ............................................................... 18,353 12,015 173,142

Investing activities:
Purchases of marketable securities .................................................................................... (30) (63) (283)
Proceeds from sales of marketable securities ..................................................................... 128 1,126 1,208
Purchases of property, plant and equipment ..................................................................... (14,253) (13,050) (134,462)
Proceeds from sales of property, plant and equipment ...................................................... 1,579 1,187 14,896
Purchases of investment securities ..................................................................................... (3,549) (2,126) (33,481)
Proceeds from sales of investment securities...................................................................... 4,534 3,606 42,774
Increase in loans receivable—net....................................................................................... (184) (63) (1,736)
(Increase) decrease in other assets—net ............................................................................ (1,077) 83 (10,161)

Net cash used in investing activities ....................................................................... (12,852) (9,300) (121,245)

Financing activities:
Decrease in short-term borrowings—net ........................................................................... (2,787) (258) (26,292)
Proceeds from long-term debt........................................................................................... 444 13,288 4,189
Repayments of long-term debt .......................................................................................... (2,074) (16,130) (19,566)
Dividends paid .................................................................................................................. (1,775) (1,753) (16,745)
Other, net ......................................................................................................................... (53) (92) (501)

Net cash used in financing activities ...................................................................... (6,245) (4,945) (58,915)

Foreign currency translation adjustments on cash and cash equivalents ..................... (944) (662) (8,907)

Net decrease in cash and cash equivalents ...................................................................... (1,688) (2,892) (15,925)
Cash and cash equivalents, beginning of year ................................................................ 17,754 20,646 167,491

Cash and cash equivalents, end of year ........................................................................... ¥16,066 ¥17,754 $151,566

See notes to consolidated financial statements.

Consolidated Statements of Cash Flows
TOYO INK MFG. CO., LTD. and Subsidiaries Years ended March 31, 2004 and 2003
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Notes to Consolidated Financial Statements
TOYO INK MFG. CO., LTD. and Subsidiaries Years ended March 31, 2004 and 2003

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

In preparing these consolidated financial statements, certain reclassifications and rearrangements have
been made to the consolidated financial statements issued domestically in order to present them in a
form which is more familiar to readers outside Japan.

The consolidated financial statements are stated in Japanese yen, the currency of the country in
which TOYO INK MFG. CO., LTD. (the “Company”) is incorporated and operates. The translation of
Japanese yen amounts into U.S. dollar amounts is included solely for the convenience of readers out-
side Japan and has been made at the rate of ¥106 to US$1, the approximate rate of exchange at
March 31, 2004. Such translation should not be construed as representation that the Japanese yen
amounts could be converted into U.S. dollars at that or any other rate.

(a) Principles of consolidation
The consolidated financial statements include the accounts of the Company and all its 65 (67 in 2003)
subsidiaries (collectively, the “Companies”). Under the control or influence concept, those companies
in which the Company, directly or indirectly, is able to exercise control over operations are fully consoli-
dated, and those companies over which the Companies have the ability to exercise significant influ-
ence are accounted for by the equity method.

Investments in 11 (12 in 2003) associated companies are accounted for by the equity method.
The excess of the cost of an acquisition over the fair value of the net assets of the acquired sub-

sidiary at the date of acquisition is equally amortized within 20 years, which is a reasonable period for
each case. When reasonable amortization periods cannot be estimated, it is equally amortized over
5 years.

All significant intercompany balances and transactions have been eliminated in consolidation. All mater-
ial unrealized profit included in assets resulting from transactions within the Companies is eliminated.

(b) Cash equivalents
Cash equivalents are short-term investments that are readily convertible into cash and that are exposed
to insignificant risk of changes in value.

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

(c) Inventories
Finished goods, work in process and raw materials are principally valued at average cost. Merchandise
and supplies are principally valued at the latest purchase cost.

(d) Marketable and investment securities
Marketable and investment securities are classified and accounted for, depending on management’s
intent, as follows:
i) Trading securities
Securities which are held for the purpose of earning capital gains in the near term are reported at fair
value, and the related unrealized gains and losses are included in earnings. The Companies do not hold
trading securities.
ii) Held-to-maturity securities
Securities which are expected to be held to maturity with the positive intent and ability to hold to
maturity are reported at amortized cost.

1. BASIS OF 
PRESENTING 
CONSOLIDATED
FINANCIAL 
STATEMENTS

2. SUMMARY OF 
SIGNIFICANT
ACCOUNTING 
POLICIES
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iii) Available-for-sale securities
Securities which are not classified as either of the aforementioned securities are classified as available-
for-sale securities and reported at fair value, with unrealized gains and losses, net of applicable taxes,
reported in a separate component of shareholders’ equity. Non-marketable available-for-sale securities
are stated at cost determined by the moving-average method. For other than temporary declines in fair
value, investment securities are reduced to net realizable value by a charge to income.

(e) Property, plant and equipment
Property, plant and equipment are stated at cost. Depreciation for property, plant and equipment of the
Company and its domestic subsidiaries is generally computed by the declining-balance method while the
straight-line method is applied to buildings acquired after April 1, 1998 and the straight-line method is
principally applied to property, plant and equipment of foreign subsidiaries.

Estimated useful lives are as follows:
Buildings and structures 8 to 50 years
Machinery and vehicles 4 to 15 years
Tools, furniture and fixtures 3 to 6 years

(f) Other assets
Other assets included memberships of ¥188 million (US$1,771 thousand) and ¥206 million at March 31,
2004 and 2003, respectively.

Other assets are written down to fair value and charged to income in the event of a significant decline
in value.

(g) Retirement benefits
The Company has a contributory funded pension plan together with certain domestic subsidiaries
covering substantially all employees. Other domestic subsidiaries have either noncontributory fund-
ed pension plans or defined retirement lump-sum benefit plans covering substantially all of their
employees.

Certain foreign subsidiaries have contributory funded ones. 
One foreign subsidiary has a noncontributory funded plan.
The Company and certain domestic subsidiaries account for the liability for retirement benefits based

on the projected benefit obligations and plan assets at the balance sheet date.
Retirement benefits to directors and corporate auditors are provided at the amount which would

be required if all directors and corporate auditors retired at the balance sheet date. 
The amounts payable to directors and corporate auditors upon retirement are subject to the

approval of the shareholders in accordance with the Japanese Commercial Code (the “Code”).
The contributory funded defined benefit pension plan, which was established under the Japanese

Welfare Pension Insurance Law, covers a substitutional portion of the governmental pension program
managed by the Company on behalf of the government and a corporate portion established at the
discretion of the Company. According to the enactment of the Defined Benefit Pension Plan Law in
April 2002, the Company applied for an exemption from obligation to pay benefits for future employ-
ee services related to the substitutional portion which would result in the transfer of the pension
obligations and related assets to the government by another subsequent application. The Company
obtained an approval of exemption from future obligations by the Ministry of Health, Labor and
Welfare on February 17, 2003. The Company also applied for transfer of the substitutional portion
of past pension obligations to the government and obtained approval by the Ministry of Health, Labor
and Welfare on April 1, 2004. As a result, the Company implemented a defined benefit pension plan
on April 1, 2004.
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(h) Leases
All leases are accounted for as operating leases. Under Japanese accounting standards for leases,
finance leases that do not transfer ownership of the leased property to the lessee are permitted to be
accounted for as rental transactions if certain “as if capitalized” information is disclosed in the notes
to the consolidated financial statements.

(i) Income taxes
The provision for income taxes is computed based on the pretax income included in the consolidated
statements of income. Deferred income taxes are recorded to reflect the impact of temporary differ-
ences between assets and liabilities recognized for financial reporting purposes and such amounts recog-
nized for tax purposes. These deferred taxes are measured by applying currently enacted tax laws to the
temporary differences.

( j) Appropriations of retained earnings
Appropriations of retained earnings are reflected in the financial statements for the following year upon
shareholders’ approval.

(k) Translation of foreign currency accounts
All short-term and long-term monetary receivables and payables denominated in foreign currencies
are translated into Japanese yen at the exchange rates at the balance sheet date. The foreign
exchange gains and losses from translation are recognized in the consolidated statements of income.

(l) Translation of foreign currency financial statements
The balance sheet accounts of the consolidated foreign subsidiaries are translated into Japanese yen at
the current exchange rate as of the balance sheet date except for shareholders' equity, which is trans-
lated at the historical rate. Revenue and expense accounts of consolidated foreign subsidiaries are
translated into yen at the average exchange rate. Differences arising from such translation were shown
as “Foreign currency translation adjustments” in a separate component of shareholders’ equity.

The Company changed its method of accounting for translation of revenue and expense accounts of
consolidated foreign subsidiaries from using the current rate to the average rate for the year ended
March 31, 2004.

This change was made, in consideration of an increase in the importance of the accounts of consoli-
dated foreign subsidiaries and of an adoption of a quarterly financial statement, to reflect the revenue
and expense accounts of consolidated foreign subsidiaries more accurately.

The effects of this change were to increase net sales by ¥2,080 million, to increase operating income
by ¥177 million, to increase income before income taxes and minority interests by ¥125 million and to
increase net income by ¥75 million, respectively. See Note 16 for the effects of these changes on seg-
ment information.

(m) Derivatives and hedging activities
The Companies enter into derivative financial instruments (“derivatives”), including foreign exchange
forward contracts, foreign currency swaps, interest rate swaps and interest collar options to hedge
foreign exchange risk and interest rate exposure. The Companies do not hold or issue derivatives
for trading purposes.

Derivative financial instruments and foreign currency transactions are classified and accounted for
as follows: a) all derivatives are recognized as either assets or liabilities and measured at fair value,
and gains or losses on derivative transactions are recognized in the income statement, and b) for
derivatives used for hedging purposes, if derivatives qualify for hedge accounting because of high
correlation and effectiveness between the hedging instruments and the hedged items, gains or losses
on derivatives are deferred until the maturity of the hedged transactions.
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Foreign currency swaps and interest collar options are revaluated at the market value and the
unrealized gains/losses are recognized in the income statements.

The interest rate swaps which qualify for hedge accounting and meet specific matching criteria are
not remeasured at market value but the differential paid or received under the swap agreements are
recognized and included in interest expenses or income.

(n) Per share information
Basic net income per share is computed by dividing net income available to common shareholders by
the weighted-average number of common shares outstanding for the period, retroactively adjusted
for stock splits. 

Diluted net income per share reflects the potential dilution that could occur if securities were exer-
cised or converted into common stock. Diluted net income per share of common stock assumes full
conversion of the outstanding convertible notes and bonds at the beginning of the year (or at the time
of issuance) with an applicable adjustment for related interest expense, net of tax, and full exercise of
outstanding warrants. 

Cash dividends per share presented in the accompanying consolidated statements of income are
dividends applicable to the respective years including dividends to be paid after the end of the year.

Marketable and investment securities as of March 31, 2004 and 2003 consisted of the following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Marketable securities
Marketable equity securities .............................................................. ¥ — ¥ — $ —
Government and corporate bonds..................................................... — 1 —
Investment trust funds and others ..................................................... — 63 —

Total ......................................................................................... ¥ — ¥ 64 $ —

Investment securities
Marketable equity securities .............................................................. ¥26,523 ¥16,528 $250,217
Government and corporate bonds..................................................... 900 810 8,491
Investment trust funds and others ..................................................... 792 1,000 7,471

Total ......................................................................................... ¥28,215 ¥18,338 $266,179

The carrying amounts and aggregate fair value of marketable and investment securities classified as
available-for-sale at March 31, 2004 and 2003 were as follows:

At March 31, 2004 Millions of yen

Unrealized Unrealized Fair
Cost gains losses value

Available-for-sale:
Equity securities .............................................................. ¥18,936 ¥6,920 ¥304 ¥25,552
Debt securities and others............................................... 740 47 55 732

Total....................................................................... ¥19,676 ¥6,967 ¥359 ¥26,284

At March 31, 2003 Millions of yen

Unrealized Unrealized Fair
Cost gains losses value

Available-for-sale:
Equity securities .............................................................. ¥17,779 ¥637 ¥3,097 ¥15,319
Debt securities and others............................................... 1,239 — 322 917

Total....................................................................... ¥19,018 ¥637 ¥3,419 ¥16,236

3. MARKETABLE
AND INVESTMENT
SECURITIES
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At March 31, 2004 Thousands of U.S. dollars

Unrealized Unrealized Fair
Cost gains losses value

Available-for-sale:
Equity securities ............................................................ $178,642 $65,283 $2,868 $241,057
Debt securities and others ............................................. 6,981 443 519 6,905

Total ..................................................................... $185,623 $65,726 $3,387 $247,962

The proceeds, gains and losses of available-for-sale securities sold for the years ended March 31, 2004
and 2003 were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Sales proceeds......................................................................................... ¥3,655 ¥1,870 $34,481
Gross realized gains ................................................................................. 1,658 290 15,642
Gross realized losses ................................................................................ 12 315 113

The carrying amounts of available-for-sale securities and held-to-maturity securities whose fair val-
ues were not readily determinable as of March 31, 2004 and 2003 were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Available-for-sale:
Equity securities ................................................................................... ¥ 971 ¥1,209 $ 9,160
Debt securities and others.................................................................... 60 146 566

Held-to-maturity
Debt securities ..................................................................................... 900 811 8,491

Total............................................................................................ ¥1,931 ¥2,166 $18,217

The carrying values of debt securities by contractual maturities for securities classified as available-
for-sale and held-to-maturity at March 31, 2004 are as follows:

At March 31, 2004 Millions of yen Thousands of U.S. dollars

Available- Held-to- Available- Held-to-
for-sale maturity for-sale maturity

Due within one year................................................................. ¥ — ¥ 0 $ — $ 0
Due within one to five years..................................................... 60 9 566 85
Due within five to ten years ..................................................... 83 — 783 —
Due after ten years .................................................................. — 891 — 8,406

Total ............................................................................ ¥143 ¥900 $1,349 $8,491

Inventories at March 31, 2004 and 2003 consisted of the following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Merchandise ......................................................................................... ¥ 5,939 ¥ 6,920 $ 56,028
Finished goods ...................................................................................... 11,577 11,115 109,217
Work in process .................................................................................... 4,619 4,917 43,575
Raw materials and supplies.................................................................... 5,882 6,371 55,491

Total ......................................................................................... ¥28,017 ¥29,323 $264,311

4. INVENTORIES
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Short-term borrowings at March 31, 2004 and 2003 consisted of the following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Short-term bank loans........................................................................... ¥21,582 ¥22,704 $203,604
Commercial paper................................................................................. 4,000 6,500 37,736

Total ......................................................................................... ¥25,582 ¥29,204 $241,340

The weighted-average interest rates of short-term bank loans were 1.08% and 1.43%, and those for
commercial paper were 0.01% and 0.03%, at March 31, 2004 and 2003, respectively.

Long-term debt at March 31, 2004 and 2003 consisted of the following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Unsecured 0.00% to 7.77% loans from banks and
insurance companies, due 2004–2012 ................................................ ¥16,841 ¥18,370 $158,877

Unsecured 3.34% to 7.20% loans payable to
a government agency, due 2004–2026 ............................................... 36 35 339

Unsecured 1.0% convertible bonds, due 2005 ...................................... 13,268 13,268 125,170
Unsecured 1.0% convertible bonds, due 2006 ...................................... 14,999 15,000 141,500
Unsecured 1.2% convertible bonds, due 2009 ...................................... 14,346 14,346 135,340

Total ......................................................................................... 59,490 61,019 561,226
Less current portion included in current liabilities................................... (15,454) (1,474) (145,792)

Long-term debt, less current portion ......................................... ¥44,036 ¥59,545 $415,434

A summary of the terms of conversion and redemption of convertible bonds at March 31, 2004 is
as follows:

Conversion price
per share Redeemable

Unsecured 1.0% convertible bonds, due 2005............. ¥617.70 At 104%, decreasing 1% per year
to 100% of the principal amount
on or after April 1, 2000 at the
Company’s option

Unsecured 1.0% convertible bonds, due 2006............. ¥539 —
Unsecured 1.2% convertible bonds, due 2009............. ¥539 —

The aforementioned conversion prices are subject to adjustments in certain circumstances, including
in the event of a common stock split.

Convertible bonds outstanding at March 31, 2004 were convertible into 75,923,096 shares of com-
mon stock of the Company on the basis of the above conversion prices.

The annual maturities of long-term debt for the years subsequent to March 31, 2004 were 
as follows:

Millions of Thousands of
Year ending March 31, yen U.S. dollars

2005.......................................................................................................................... ¥15,454 $145,792
2006.......................................................................................................................... 15,076 142,226
2007.......................................................................................................................... 322 3,038
2008.......................................................................................................................... 13,245 124,953
2009.......................................................................................................................... 14,387 135,726
2010 and thereafter................................................................................................... 1,006 9,491

Total .............................................................................................................. ¥59,490 $561,226

5. SHORT-TERM 
BORROWINGS 
AND LONG-TERM
DEBT
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The carrying amounts of assets pledged as collateral for short-term and long-term bank loans of 
¥710 million (US$6,698 thousand) and ¥1,665 million at March 31, 2004 and 2003, respectively,
were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Cash and time deposits.................................................................................... ¥ 2 ¥ 2 $ 19
Land ................................................................................................................ 378 421 3,566
Buildings and structures, net ............................................................................ 72 574 679
Machinery and equipment, net ........................................................................ — 5 —
Intangible fixed assets ...................................................................................... — 63 —
Investment securities........................................................................................ 308 437 2,906

Total .................................................................................................... ¥760 ¥1,502 $7,170

Liability for retirement benefits at March 31, 2004 and 2003 consisted of the following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Employees................................................................................................. ¥1,422 ¥1,293 $13,415
Directors and corporate auditors ............................................................... 636 581 6,000

Total ............................................................................................. ¥2,058 ¥1,874 $19,415

The Company has a contributory funded pension plan together with certain domestic subsidiaries
covering substantially all employees. Other domestic subsidiaries have either noncontributory funded
pension plans or defined retirement lump-sum benefit plans, covering substantially all of their employees.

Certain foreign subsidiaries have contributory funded pension plans.
One foreign subsidiary has a noncontributory funded plan.
Employees who retire from the Company and certain subsidiaries are, under most circumstances,

entitled to retirement and pension benefits determined by reference to basic rates of pay at the time
of termination, length of service and conditions under which the termination occurs. 

If the termination is involuntary, caused by retirement at the mandatory retirement age or caused
by death, the employee will be entitled to greater payment than in the case of voluntary termination.

The contributory funded defined benefit pension plan, which was established under the Japanese
Welfare Pension Insurance Law, covers a substitutional portion of the governmental pension program
managed by the Company on behalf of the government and a corporate portion established at the
discretion of the Company. According to the enactment of the Defined Benefit Pension Plan Law in
April 2002, the Company applied for an exemption from obligation to pay benefits for future employ-
ee services related to the substitutional portion which would result in the transfer of the pension
obligations and related assets to the government by another subsequent application. The Company
obtained an approval of exemption from future obligation by the Ministry of Health, Labor and
Welfare on February 17, 2003. The Company also applied for transfer of the substitutional portion of
past pension obligations to the government and obtained approval by the Ministry of Health, Labor and
Welfare on April 1, 2004. As a result, the Company implemented a defined benefit pension plan on
April 1, 2004. 

6. RETIREMENT 
BENEFITS 
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The liability for employees’ retirement benefits at March 31, 2004 and 2003 consisted of the following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Projected benefit obligation................................................................... ¥36,430 ¥40,031 $343,679
Fair value of plan assets......................................................................... (41,734) (29,428) (393,717)
Unrecognized prior service cost ............................................................. 4,128 1,638 38,943
Unrecognized actuarial loss ................................................................... (2,597) (15,717) (24,500)
Prepaid pension cost ............................................................................. 5,195 4,769 49,010

Net liability for retirement benefits ............................................ ¥ 1,422 ¥ 1,293 $ 13,415

The components of net periodic benefit costs for the years ended March 31, 2004 and 2003 were
as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Service cost ........................................................................................... ¥1,539 ¥1,902 $14,519
Interest cost .......................................................................................... 967 1,903 9,123
Expected return on plan assets .............................................................. (665) (1,415) (6,274)
Amortization of prior service cost (credit)............................................... (226) (252) (2,132)
Recognized actuarial loss....................................................................... 1,295 1,065 12,217

Net periodic benefit costs .......................................................... ¥2,910 ¥3,203 $27,453

Assumptions used for the year ended March 31, 2004 were set forth as follows:
2004 2003

Discount rate ................................................................................. Primarily 2.5% Primarily 2.5%
Expected rate of return on plan assets ........................................... Primarily 2.3% Primarily 2.6%
Amortization period of prior service cost ....................................... Primarily 13 years Primarily 13 years
Recognition period of actuarial gain/loss........................................ Primarily 13 years Primarily 13 years

In addition to the above net periodic benefit costs, the costs for supplemental retirement benefits for
the years ended March 31, 2004 and 2003 were ¥132 million ($1,245 thousand) and ¥66 million,
respectively. The amounts charged to income for retirement benefits for directors and corporate auditors
for the years ended March 31, 2004 and 2003 were ¥90 million ($849 thousand) and ¥83 million,
respectively.

The total charges to income for the pension and retirement plans for the years ended March 31,
2004 and 2003 were ¥3,132 million ($29,547 thousand) and ¥3,352 million, respectively.

Japanese companies are subject to the Code to which various amendments have become effective
since October 1, 2001.

The Code was revised whereby common stock par value was eliminated resulting in all shares being
recorded with no par value and at least 50% of the issue price of new shares is required to be
recorded as common stock and the remaining net proceeds as additional paid-in capital, which is
included in capital surplus. The Code permits Japanese companies, upon approval of the Board of
Directors, to issue shares to existing shareholders without consideration as a stock split. Such issuance
of shares generally does not give rise to changes within the shareholders’ accounts.

The revised Code also provides that an amount at least equal to 10% of the aggregate amount of
cash dividends and certain other appropriations of retained earnings associated with cash outlays
applicable to each period shall be appropriated as a legal reserve (a component of retained earnings)
until such reserve and additional paid-in capital equals 25% of common stock. The amount of total
additional paid-in capital and legal reserve that exceeds 25% of the common stock may be available for
dividends by resolution of the shareholders. In addition, the Code permits the transfer of a portion of
additional paid-in capital and legal reserve to the common stock by resolution of the Board of Directors.

7. SHAREHOLDERS’
EQUITY
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The revised Code eliminated restrictions on the repurchase and use of treasury stock allowing
Japanese companies to repurchase treasury stock by resolution of the shareholders at the general
shareholders’ meeting and dispose of such treasury stock by resolution of the Board of Directors. The
repurchased amount of treasury stock cannot exceed the amount available for future dividends plus
the amount of common stock, additional paid-in capital or legal reserve to be reduced in the case
where such a reduction was resolved at the general shareholders’ meeting.

The amount of retained earnings available for dividends under the Code as of March 31, 2004
and 2003 was ¥55,955 million ($527,877 thousand) and ¥53,781 million, respectively, based on the
amount recorded in the Company’s general books of account. In addition to the provision that requires
an appropriation for a legal reserve in connection with the cash payment, the Code imposes certain
limitations on the amount of retained earnings available for dividends.

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

The Company and its domestic subsidiaries are subject to Japanese national and local income taxes,
which, in the aggregate, resulted in a normal effective statutory tax rate of approximately 42% for
each of the years ended March 31, 2004 and 2003.

On March 31, 2003, a tax reform law concerning enterprise tax was enacted in Japan which changed
the normal effective statutory tax rate from 42.05% to 40.69%, effective for the years beginning on or
after April 1, 2004. The deferred tax assets and liabilities which will be realized on or after April 1, 2004
are measured at the effective tax rate of 40.69% as at March 31, 2004 and 2003.

The tax effects of significant temporary differences and loss carryforwards which resulted in deferred
tax assets and liabilities at March 31, 2004 and 2003 were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Deferred income tax assets:
Accrued bonuses............................................................................... ¥ 1,264 ¥ 1,110 $ 11,925
Inventories ........................................................................................ 261 524 2,462
Investment securities ......................................................................... 1,677 1,402 15,821
Depreciation...................................................................................... 2,223 2,258 20,972
Tax loss carryforwards ....................................................................... 1,717 3,508 16,198
Liability for retirement benefits .......................................................... 3,508 3,578 33,094
Unrealized losses on investment securities ......................................... 7 1,324 66
Others............................................................................................... 3,174 2,550 29,944
Less valuation allowance ................................................................... (2,200) (1,529) (20,755)

Total ......................................................................................... 11,631 14,725 109,727

Deferred income tax liabilities:
Revaluation of fixed assets in accordance with special tax measures .. 4,366 4,641 41,189
Investments in associated companies................................................. 1,102 1,486 10,396
Unrealized gains on investment securities .......................................... 2,690 213 25,377
Others............................................................................................... 968 529 9,132

Total ......................................................................................... 9,126 6,869 86,094

Net deferred income tax assets.............................................................. ¥ 2,505 ¥ 7,856 $ 23,633

8. INCOME TAXES
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The reconciliations between the normal effective statutory tax rate for the years ended March 31, 2004
and 2003 and the actual effective tax rates reflected in the accompanying consolidated statements of income
were as follows:

2004 2003

Normal effective statutory tax rate...................................................................................... 42.05% 42.05%
Adjustments:

Permanently nondeductible expenses ............................................................................. 4.21 6.14
Permanently nontaxable income..................................................................................... (1.40) (2.06)
Valuation allowance ....................................................................................................... 9.36 9.85
Elimination of cash dividends in consolidation ................................................................ 5.62 3.89
Elimination of deferred income tax assets of deficit subsidiaries in consolidation............. (2.30) (11.66)
Lower income tax rates applicable to income in certain foreign countries............................ (9.05) —
Others............................................................................................................................ (2.45) 1.89

Actual effective tax rate.......................................................................................... 46.04% 50.10%

Expenses relating to research and development activities were ¥8,018 million (US$75,642 thousand)
and ¥7,980 million for the years ended March 31, 2004 and 2003, respectively.

Other income (expenses)—other, net, for the years ended March 31, 2004 and 2003 consisted of the
following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Rental for fixed assets............................................................................. ¥ 392 ¥ 364 $ 3,698
Loss on foreign currency exchange ......................................................... (843) (760) (7,953)
Gain from valuation on derivative instruments........................................ 171 330 1,613
Loss on disposals or sales of property, plant and equipment, net ............ (1,322) (624) (12,472)
Gain (loss) on sales of investment securities, net ..................................... 1,683 (25) 15,877
Gain on exemption from future pension obligation of the 
governmental program......................................................................... — 4,140 —

Damage compensation........................................................................... (257) (91) (2,425)
Loss on impairment of investment securities ........................................... (379) (5,023) (3,575)
Loss on impairment of memberships ...................................................... (13) (120) (123)
Loss on impairment of merchandise ....................................................... (232) (667) (2,189)
Loss on discontinued operations............................................................. (533) (513) (5,028)
Environmental conservation costs ........................................................... (655) — (6,179)
Other, net .............................................................................................. 211 494 1,992

Total ...................................................................................................... ¥(1,777) ¥(2,495) $(16,764)

Total lease payments and receipts under finance lease agreements that do not transfer ownership of
the leased property to the lessee included in cost of sales and selling, general and administrative expens-
es for the years ended March 31, 2004 and 2003 were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Payments .................................................................................................. ¥1,215 ¥1,180 $11,462
Receipts .................................................................................................... 85 72 802

11. LEASES

10. OTHER INCOME
(EXPENSES)—
OTHER, NET

9. RESEARCH AND
DEVELOPMENT
EXPENSES
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Pro forma information on leased property, such as acquisition cost, accumulated depreciation,
obligation under finance leases, depreciation expense and interest expense of finance leases that do
not transfer ownership of the leased property to the lessee on an “as if capitalized” basis, for the
years ended March 31, 2004 and 2003 was as follows:

Year ended March 31, 2004 Millions of yen Thousands of U.S. dollars

Machinery Machinery
and and

equipment Others Total equipment Others Total

Payments:
Acquisition cost ......................................... ¥4,141 ¥1,221 ¥5,362 $39,066 $11,519 $50,585
Accumulated depreciation ......................... 2,076 653 2,729 19,585 6,160 25,745

Net leased property ............................... ¥2,065 ¥ 568 ¥2,633 $19,481 $ 5,359 $24,840
Receipts:

Acquisition cost ......................................... ¥ 305 ¥ 92 ¥ 397 $ 2,877 $ 868 $ 3,745
Accumulated depreciation ......................... 176 32 208 1,660 302 1,962

Net leased property ............................... ¥ 129 ¥ 60 ¥ 189 $ 1,217 $ 566 $ 1,783

Year ended March 31, 2003 Millions of yen

Machinery
and

equipment Others Total

Payments:
Acquisition cost ................................................................................................. ¥3,736 ¥1,047 ¥4,783
Accumulated depreciation ................................................................................. 1,858 500 2,358

Net leased property ................................................................................... ¥1,878 ¥ 547 ¥2,425
Receipts:

Acquisition cost ................................................................................................. ¥ 298 ¥ 59 ¥ 357
Accumulated depreciation ................................................................................. 125 13 138

Net leased property ................................................................................... ¥ 173 ¥ 46 ¥ 219

Obligations under finance leases at March 31, 2004 and 2003 were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Payments:
Due within one year.............................................................................. ¥1,094 ¥ 901 $10,321
Due after one year ................................................................................ 1,607 1,580 15,160

Total ............................................................................................. ¥2,701 ¥2,481 $25,481

Receipts:
Due within one year.............................................................................. ¥ 79 ¥ 71 $ 745
Due after one year ................................................................................ 114 152 1,076

Total ............................................................................................. ¥ 193 ¥ 223 $ 1,821

Depreciation expense and interest expense, which are not reflected in the accompanying consolidated
statements of income, computed by the straight-line method and the interest method, respectively, for
the years ended March 31, 2004 and 2003 were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Payments:
Depreciation expense ............................................................................ ¥1,155 ¥1,101 $10,896
Interest expense .................................................................................... 75 79 708

Receipts:
Depreciation expense ............................................................................ ¥ 81 69 $ 764
Interest expense .................................................................................... 5 5 47
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Obligations under operating leases at March 31, 2004 and 2003 were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Payments:
Due within one year.............................................................................. ¥ 379 ¥ 275 $ 3,575
Due after one year ................................................................................ 796 786 7,510

Total ............................................................................................. ¥1,175 ¥1,061 $11,085

The Companies enter into derivative financial instruments (“derivatives”), including foreign exchange
forward contracts, currency swaps and currency options to hedge foreign exchange risk associated
with certain assets and liabilities denominated in foreign currencies. The Companies also enter into
interest rate swap contracts and interest collar options to manage interest rate exposures.

All derivative transactions are related to qualified hedges of underlying business exposures and
managed through credit limit amounts. The Companies do not hold or issue derivatives for trading
purposes.

Derivatives are subject to both risk of market value fluctuations, or market risk, and risk of counter-
parties’ nonperformance, or credit risk. Counterparties to those derivatives are limited only to major
financial institutions; thus, the Companies do not anticipate any losses arising from credit risk.

Risks of derivative activities are managed by the Company based on internal control policies that
were approved by the Board of Directors. Operating divisions which manage foreign exchange for-
ward contracts for their general business transactions report monthly to the Financing & Accounting
(FA) Department. Swap and other derivative contracts for financial transactions are made by the
Funding Section of the FA Department, and their activities are monitored by other sections of the
FA Department. The FA Department reports monthly on all derivative transactions to the director in
charge of financial activities and reports semiannually on the condition of derivative transactions with
risk analysis to the Board of Directors, which confirms the policy on derivative transactions. When a
balance of unrealized loss on derivatives exceeds a specified amount, the Company will terminate
the contract to avoid further losses. All subsidiaries keep strict procedures in accordance with similar
internal control policies used by the Company.

Derivative contracts outstanding at March 31, 2004 and 2003 were as follows:

At March 31, 2004 Millions of yen

Contract Unrealized
amount Fair value gain (loss)

Forward exchange contracts:
Selling U.S. dollar............................................................................... ¥ 693 ¥673 ¥20
Selling British pound .......................................................................... 150 154 (4)
Selling Euro........................................................................................ 55 52 3
Selling Japanese yen .......................................................................... 19 19 0
Selling Swedish krona ........................................................................ 2 2 0
Buying U.S. dollar .............................................................................. 229 211 (18)
Buying Thai baht................................................................................ 98 95 (3)

Currency swaps:
Receiving Japanese yen, paying U.S. dollar ......................................... 2,000 (2) (2)

Interest collar options............................................................................. 637 1 1

12. DERIVATIVES 
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At March 31, 2003 Millions of yen

Contract Unrealized
amount Fair value gain (loss)

Forward exchange contracts:
Selling U.S. dollar............................................................................... ¥ 351 ¥353 ¥ (2)
Selling Singapore dollar...................................................................... 127 129 (2)
Selling Euro........................................................................................ 113 116 (3)
Selling British pound .......................................................................... 71 70 1
Selling Japanese yen .......................................................................... 20 20 0
Selling Swedish krona ........................................................................ 2 2 0
Buying U.S. dollar .............................................................................. 186 186 0
Buying Japanese yen .......................................................................... 0 0 0

Currency swaps:
Receiving Japanese yen, paying U.S. dollar ......................................... 2,000 (172) (172)
Receiving U.S. dollar, paying Thai baht............................................... 96 5 5

Interest rate swaps:
Floating-rate receipt, fixed-rate payment............................................ 154 (3) (3)

Interest collar options............................................................................. 540 4 4

At March 31, 2004 Thousands of U.S. dollars

Contract Unrealized
amount Fair value gain (loss)

Forward exchange contracts:
Selling U.S. dollar............................................................................... $ 6,538 $6,349 $189
Selling British pound .......................................................................... 1,415 1,453 (38)
Selling Euro........................................................................................ 519 491 28
Selling Japanese yen .......................................................................... 179 179 0
Selling Swedish krona ........................................................................ 19 19 0
Buying U.S. dollar .............................................................................. 2,160 1,990 (170)
Buying Thai baht................................................................................ 925 897 (28)

Currency swaps:
Receiving Japanese yen, paying U.S. dollar ......................................... 18,868 (19) (19)

Interest collar options............................................................................. 6,009 9 9

The interest rate swaps which qualify for hedge accounting for the years ended March 31, 2004 and
2003 were excluded from the disclosure of market value information.

The contracts or notional amounts of derivatives which are shown in the preceding tables do not
represent the amounts exchanged by the parties and do not measure the Companies’ exposure to
credit or market risk.

Contingent liabilities at March 31, 2004 and 2003 were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Loan guarantees and items of a similar nature ......................................... ¥3,733 ¥4,352 $35,217
Trade notes endorsed and discounted with banks.................................... 1,266 1,750 11,943

13. CONTINGENT 
LIABILITIES
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The reconciliation of the differences between basic and diluted net income per share (EPS) for the
years ended March 31, 2004 and 2003 was as follows:

For the year ended March 31, 2004 Thousands of 
Millions of yen shares Yen Dollars

Weighted average
Net income shares EPS

Basic EPS
Net income available to common shareholders ................... ¥3,344 276,429 ¥12.10 $0.114

Effect of dilutive securities
Convertible bonds .............................................................. 275 75,924

Diluted EPS
Net income for computation .............................................. ¥3,619 352,353 ¥10.27 $0.097

For the year ended March 31, 2003 Thousands of 
Millions of yen shares Yen

Weighted average
Net income shares EPS

Basic EPS
Net income available to common shareholders ................... ¥2,015 276,582 ¥7.29

Effect of dilutive securities
Convertible bonds .............................................................. 380 99,032

Diluted EPS
Net income for computation .............................................. ¥2,395 375,614 ¥6.38

(a) Appropriations of retained earnings
On June 29, 2004, the following appropriations of retained earnings at March 31, 2004 were
approved at the Company’s general shareholders’ meeting:

Millions of Thousands of 
yen U.S. dollars

Year-end cash dividends, ¥4.00 ($0.038) per share................................................... ¥1,106 $10,434
Bonuses to directors ................................................................................................. 100 943

Total............................................................................................................. ¥1,206 $11,377

(b) Purchase of treasury stock
At the general shareholders’ meeting held on June 29, 2004, the shareholders approved the following:

Purchase of treasury stock
Pursuant to the revision of the Japanese Commercial Code, the Company revised its articles of incorpo-
ration to enable the Company to repurchase its common stock as treasury stock by resolution of the
Board of Directors.

15. SUBSEQUENT
EVENTS

14. NET INCOME 
PER SHARE
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Information about operations by industry segment, operations by geographic segment and sales to
foreign customers of the Companies for the years ended March 31, 2004 and 2003 was as follows:

(a) Operations by industry segment

Year ended March 31, 2004 Millions of yen

Graphic arts Chemicals 
Printing machinery Polymer and media Eliminations

inks and supplies chemicals materials Others or corporate Consolidated

Sales to customers................. ¥84,850 ¥33,460 ¥39,582 ¥51,860 ¥  6,654 ¥        — ¥216,406
Intersegment sales................. 226 209 1,177 1,630 2,878 (6,120) —

Total sales ..................... 85,076 33,669 40,759 53,490 9,532 (6,120) 216,406
Operating expenses ............... 75,964 33,020 37,145 45,668 9,632 5,533 206,962

Operating income (loss) ..... ¥ 9,112 ¥ 649 ¥ 3,614 ¥ 7,822 ¥ (100) ¥(11,653) ¥ 9,444

Assets.................................... ¥85,135 ¥20,010 ¥36,982 ¥60,071 ¥10,409 ¥ 55,460 ¥268,067
Depreciation.......................... 3,684 612 1,929 3,628 201 1,248 11,302
Capital expenditures.............. 6,728 1,208 1,768 6,338 148 310 16,500

Year ended March 31, 2003 Millions of yen

Graphic arts Chemicals 
Printing machinery Polymer and media Eliminations

inks and supplies chemicals materials Others or corporate Consolidated

Sales to customers................. ¥87,095 ¥32,815 ¥40,142 ¥50,258 ¥ 6,739 ¥ — ¥217,049
Intersegment sales................. 253 371 1,485 2,304 3,604 (8,017) —

Total sales ..................... 87,348 33,186 41,627 52,562 10,343 (8,017) 217,049
Operating expenses ............... 78,286 33,712 38,010 45,673 10,734 2,541 208,956

Operating income (loss) ..... ¥ 9,062 ¥ (526) ¥ 3,617 ¥ 6,889 ¥ (391) ¥(10,558) ¥ 8,093

Assets.................................... ¥87,083 ¥23,754 ¥37,485 ¥50,852 ¥12,205 ¥ 53,414 ¥264,793
Depreciation.......................... 3,701 611 2,074 3,286 260 1,044 10,976
Capital expenditures.............. 5,724 758 1,644 5,904 259 467 14,756

Year ended March 31, 2004 Thousands of U.S. dollars

Graphic arts Chemicals 
Printing machinery Polymer and media Eliminations

inks and supplies chemicals materials Others or corporate Consolidated

Sales to customers................. $800,472 $315,660 $373,415 $489,245 $62,774 $ — $2,041,566
Intersegment sales................. 2,132 1,972 11,104 15,378 27,150 (57,736) —

Total sales ..................... 802,604 317,632 384,519 504,623 89,924 (57,736) 2,041,566
Operating expenses ............... 716,642 311,509 350,425 430,831 90,867 52,198 1,952,472

Operating income (loss) ..... $ 85,962 $ 6,123 $ 34,094 $ 73,792 $ (943) $(109,934) $ 89,094

Assets.................................... $803,160 $188,774 $348,887 $566,708 $98,197 $ 523,208 $2,528,934
Depreciation.......................... 34,755 5,774 18,198 34,226 1,896 11,774 106,623
Capital expenditures.............. 63,472 11,396 16,679 59,792 1,396 2,925 155,660

Note: Printing inks Offset inks, newspaper inks, gravure inks
Graphic arts machinery and supplies Printing machinery, prepress systems, printing supplies, gravure cylinders
Polymer chemicals Metal coatings, resins, adhesives, waxes, adhesive tapes
Chemicals and media materials Pigments, plastic colorants, electronic materials, magnetic coatings, resist inks for color filters
Others Software, services

16. SEGMENT
INFORMATION
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As discussed in Note 2 (l), the Company changed its method of accounting for translation of revenue
and expense accounts of consolidated foreign subsidiaries.

As a result of this change, sales, operating income, depreciation and capital expenditures of “Printing
inks” were increased by ¥1,045 million, ¥86 million, ¥40 million and ¥85 million, respectively. In the
“Graphic arts machinery and supplies” segment, sales, operating income, depreciation and capital
expenditures were increased by ¥156 million, ¥15 million, ¥1 million and ¥1 million, respectively. In
the “Polymer chemicals” segment, sales, operating income, depreciation and capital expenditures were
increased by ¥322 million, ¥8 million, ¥11 million and ¥11 million, respectively. In the “Chemicals
and media materials” segment, sales, operating income, depreciation and capital expenditures were
increased by ¥738 million, ¥80 million, ¥33 million and ¥25 million, respectively. In the “Others” seg-
ment, sales were decreased by ¥16 million and operating loss, depreciation and capital expenditures
were increased by ¥17 million, ¥2 million and ¥2 million, respectively.

(b) Operations by geographic segment

Year ended March 31, 2004 Millions of yen

Asia North Eliminations
Japan and Oceania Europe America or corporate Consolidated

Sales to customers ........................... ¥169,377 ¥31,980 ¥7,693 ¥7,356 ¥ — ¥216,406
Intersegment sales ........................... 11,147 1,869 578 22 (13,616) —

Total sales................................ 180,524 33,849 8,271 7,378 (13,616) 216,406
Operating expenses ......................... 174,036 31,061 8,488 7,145 (13,768) 206,962

Operating income (loss) ............... ¥ 6,488 ¥ 2,788 ¥ (217) ¥ 233 ¥     152 ¥ 9,444

Assets .............................................. ¥168,022 ¥37,186 ¥7,177 ¥5,678 ¥50,004 ¥268,067

Year ended March 31, 2003 Millions of yen

Asia North Eliminations
Japan and Oceania Europe America or corporate Consolidated

Sales to customers ........................... ¥170,706 ¥29,723 ¥8,523 ¥8,097 ¥ — ¥217,049
Intersegment sales ........................... 8,725 1,381 491 32 (10,629) —

Total sales................................ 179,431 31,104 9,014 8,129 (10,629) 217,049
Operating expenses ......................... 174,070 28,533 9,198 7,889 (10,734) 208,956

Operating income (loss) ............... ¥ 5,361 ¥ 2,571 ¥ (184) ¥ 240 ¥ 105 ¥ 8,093

Assets .............................................. ¥162,657 ¥38,212 ¥7,719 ¥6,171 ¥50,034 ¥264,793

Year ended March 31, 2004 Thousands of U.S. dollars

Asia North Eliminations
Japan and Oceania Europe America or corporate Consolidated

Sales to customers ........................ $1,597,896 $301,699 $72,575 $69,396 $ — $2,041,566
Intersegment sales ........................ 105,161 17,631 5,453 208 (128,453) —

Total sales ............................. 1,703,057 319,330 78,028 69,604 (128,453) 2,041,566
Operating expenses....................... 1,641,849 293,029 80,075 67,406 (129,887) 1,952,472

Operating income (loss)............. 61,208 26,301 (2,047) 2,198 1,434 89,094

Assets ........................................... $1,585,113 $350,811 $67,708 $53,566 $471,736 $2,528,934

As discussed in Note 2 (l), the Company changed its method of accounting for translation of revenue
and expense accounts of consolidated foreign subsidiaries.

As a result of this change, sales and operating income in the Asia and Oceania region were
increased by ¥1,791 million and ¥154 million, respectively. In the Europe region, sales and operating
loss were decreased by ¥131 million and ¥4 million, respectively. In the North America region, sales
and operating income were increased by ¥549 million and ¥17 million, respectively. 
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(c) Sales to foreign customers

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

Asia and Oceania .................................................................................. ¥34,458 ¥32,437 $325,076
Europe .................................................................................................. 7,558 8,278 71,302
The Americas ........................................................................................ 9,111 9,463 85,953
Africa .................................................................................................... 169 61 1,594

Total sales to foreign customers ........................................................ ¥51,296 ¥50,239 $483,925

As discussed in Note 2 (l), the Company changed its method of accounting for translation of revenue
and expense accounts of consolidated foreign subsidiaries.

As a result of this change, sales to the Asia and Oceania region were increased by ¥1,624 million,
sales to the Europe region were decreased by ¥112 million, sales to The Americas region were
increased by ¥562 million and sales to the Africa region were increased by ¥4 million, respectively. 

Transactions with and balances due from and to TOPPAN PRINTING CO., LTD., which owned 23.12%
of the shares of the Company at March 31, 2004 and 2003, and transactions with associated com-
panies at March 31, 2004 and 2003 and for the years then ended were as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004

(1) TOPPAN PRINTING CO., LTD.:
Transactions:

Sales ................................................................................................. ¥18,384 ¥19,158 $173,434
Purchases .......................................................................................... 32 32 302

Balances at year-end:
Notes and accounts receivable........................................................... 10,131 9,751 95,575
Notes and accounts payable .............................................................. 3 324 28

(2) Associated companies:
Transactions:

Sales ................................................................................................. 2,867 2,902 27,047
Purchases .......................................................................................... 12,383 17,006 116,821

17. RELATED PARTY
TRANSACTIONS
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