INABATA & CO., LTD. AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of presenting consolidated financial statements

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

Prior to the year ended March 31, 2009, the accounts of consolidated overseas subsidiaries are
based on their accounting records maintained in conformity with generally accepted accounting
principles prevailing in the respective countries of domicile. As discussed in Note 3.(c), the
accounts of consolidated overseas subsidiaries for the year ended March 31, 2009 are prepared in
accordance with mainly either International Financial Reporting Standards or U.S. generally
accepted accounting principles, with adjustments for the specified six items as applicable.

The accompanying consolidated financial statements have been reformatted and translated into
English (with some expanded descriptions) from the consolidated financial statements of the
Company prepared in accordance with Japanese GAAP and filed with the appropriate Local
Finance Bureau of the Ministry of Finance as required by the Financial Instruments and Exchange
Law. Certain supplementary information included in the statutory Japanese language consolidated
financial statements is not presented in the accompanying consolidated financial statements.

The translations of the Japanese yen amounts into U.S. dollars are included solely for the
convenience of readers outside Japan, using the prevailing exchange rate at March 31, 2009, which
was ¥98.23 to U.S. $1.00. These translations should not be construed as representations that the
Japanese yen amounts have been, could have been or could in the future be converted into U.S.
dollars at this or any other rate of exchange.



2. Summary of significant accounting policies

(a) Consolidation

The consolidated financial statements include the accounts of the Company and its 57 (49 in
2008) significant domestic and foreign subsidiaries (together “the Companies”), the management of
which is controlled by the Company. Investments in unconsolidated subsidiaries and affiliates are,
with minor exceptions, accounted for by the equity method. The Company has 10 (7 in 2008)
affiliates accounted for by the equity method. Intercompany transactions and accounts have been
eliminated. In the elimination of investments in subsidiaries, the portion of a subsidiary’s assets
and liabilities attributable to the shares acquired by the Company are evaluated at the fair value as
of the date when the shares were acquired. The value of a subsidiary’s assets and liabilities
attributable to the stock held by minority shareholders of the subsidiary are determined using the
financial statements of the subsidiary. The difference between the cost of the Company’s
investment in a subsidiary or affiliate over the equity in the net assets at the date of acquisition is,
with minor exceptions, amortized on the straight-line basis over a period of five years.

All consolidated subsidiaries have fiscal years ending on December 31. Significant transactions
taking place between December 31, the fiscal year end of all consolidated subsidiaries, and March
31, the fiscal year end of the Company, are reflected in the consolidated financial statements.

(b) Cash and cash equivalents

In preparing the consolidated statements of cash flows, cash on hand, readily-available deposits
and short-term highly liquid investments with maturities not exceeding three months at the time of
purchase are considered to be cash and cash equivalents.

() Allowance for doubtful receivables

An allowance for doubtful receivables is provided to cover possible losses on collection.

With respect to normal trade accounts receivable, the allowance is stated at an amount based on
the actual rate of bad debts in the past. For certain doubtful receivables, the uncollectible amount
has been individually estimated.

The allowance with respect to doubtful receivables of overseas consolidated subsidiaries is
determined by estimates of management.



(d) Securities

Equity securities issued by subsidiaries and affiliates which are not consolidated or accounted for
using the equity method are stated at moving average cost.

Available-for-sale equity securities with available fair market values are stated at the average
fair market value for the last month of the year. Non-equity available-for-sale securities with
available fair market values are stated at fair market value on the last day of the year. Unrealized
gains and unrealized losses on these securities are reported, net of applicable income taxes, as a
separate component of net assets. Realized gains and losses on the sale of such securities are
computed using moving average cost. Other securities with no available fair market values are also
stated at moving average cost.

(e) Derivative transactions and hedge accounting

Derivatives are generally stated at market value.

If a derivative financial instrument is used as a hedge and meets certain hedging criteria, the
Companies defer recognition of gain or loss resulting from changes in the fair value of the
derivative financial instrument until the related loss or gain on the hedged item is recognized.

However, in cases where forward foreign exchange contracts are used as hedges and meet certain
hedging criteria, forward foreign exchange contracts and hedged items are accounted for in the
following manner:

If a forward foreign exchange contract is executed to hedge an existing foreign currency
receivable or payable,

(1) the difference, if any, between the Japanese yen amount of the hedged foreign currency
receivable or payable translated using the spot rate at the inception date of the contract and the
book value of the receivable or payable is recognized in the income statement in the period which
includes the inception date, and

(2) the discount or premium on the contract (that is, the difference between the Japanese yen
amount of the contract translated using the contracted forward rate and that translated using the
spot rate at the inception date of the contract) is recognized over the term of the contract.

If a forward foreign exchange contract is executed to hedge a future transaction denominated in a
foreign currency, the future transaction will be recorded using the contracted forward rate, and no
gain or loss on the forward foreign exchange contract is recognized.



() Inventories

Prior to April 1, 2008, inventories of the Company and consolidated domestic subsidiaries, other
than real estate held for sale, had been mainly stated at the lower of cost or market and determined
by the first-in, first-out (FIFO) method. Real estate held for sale had been stated at cost determined
by the specific identification method.

As discussed in Note 3(a), effective April 1, 2008, the Company and consolidated domestic
subsidiaries changed their accounting standard for measurement of inventories and mainly stated
the inventories, other than real estate held for sale, at the lower of cost determined by the FIFO
method or net realizable value at March 31, 2009. Real estate held for sale stated at the lower of
cost determined by the specific identification method or net realizable value at March 31, 2009.

(g) Property and equipment

Property and equipment are carried at cost, and depreciated mainly by the declining balance
method (straight-line method for certain subsidiaries) over the estimated useful lives of the assets.
However, buildings acquired after March 31, 1998 are depreciated using the straight-line method.

Effective April 1, 2007, the Company and its domestic subsidiaries changed their method of
accounting for depreciation of property and equipment acquired on or after April 1, 2007 in
accordance with the revised Corporate Tax Law of Japan. There were no material effects as a result
of the revision on the consolidated financial statements for the year ended March 31, 2008.

Effective April 1, 2007, due to the amendment of the Corporation Tax Code of Japan, amounts of
depreciation limit (5% of acquisition costs) of tangible fixed assets acquired by the Company and
consolidated domestic subsidiaries before April 1, 2007 are recognized as depreciation equally over
five years commencing from the later of the year ended March 31, 2008 or the year immediately
following the year in which depreciation has been recognized up to the depreciation limit. There
were no material effects as a result of the adoption of the pre-revised depreciation method on the
consolidated financial statements for the year ended March 31, 2008.

Effective April 1, 2008, the Company and consolidated domestic subsidiaries changed the useful
lives of machinery and equipment in accordance with the revised Corporate Tax Law of Japan.
There were no material effects as a result of the change in useful lives on the consolidated financial
statements for the year ended March 31, 2009.

(h) Impairment of fixed assets

The Companies have adopted “Accounting for Impairment of Fixed Assets” and “Guidance for
Accounting Standard for Impairment of Fixed Assets.” The Companies review long-lived assets for
impairment whenever events or changes in circumstance indicate that the carrying amount of an
asset or asset group may not be recoverable. An impairment loss is recognized if the carrying
amount of an asset or asset group exceeds the sum of the undiscounted future cash flows expected
to result from the continued use and eventual disposition of the asset or asset group. The
impairment loss is measured as the amount by which the carrying amount of the asset exceeds its
recoverable amount, which would be the higher of the discounted cash flows from the continued



use and eventual disposition of the asset or the net selling price at disposition.

(i) Income taxes

Income taxes comprise corporation tax, prefectural and municipal inhabitants taxes and enterprise
tax. The Companies recognize the tax effects of temporary differences between the carrying
amounts of assets and liabilities for tax purposes and financial reporting purposes. The asset and
liability approach is used to recognize deferred tax assets and liabilities for the expected future tax
consequences of the temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for income tax purposes.

(j) Translation of foreign currencies

Receivables and payables denominated in foreign currencies are translated into Japanese yen at
year-end rates.

Financial statements of overseas subsidiaries are translated into Japanese yen at year-end
exchange rates, except for net asset accounts, which are translated at historical exchange rates. The
resulting translation adjustments are presented separately in the consolidated financial statements
as foreign currency translation adjustments and in minority interests.

(k) Retirement benefits

The Companies provide retirement payment plans and funded non-contributory pension plans
under which all eligible employees are entitled to benefits based on the level of wages and salaries
at the time of retirement or termination, length of service and certain other factors. The Companies
sometime make additional payments that are not based on the amounts obtained by actuarial
calculations. The Company has employee retirement benefit trusts for both plans.

The Companies provide for employees’ severance and retirement benefits based on the estimated
amounts of projected benefit obligation and the fair value of plan assets at the end of the year.
Actuarial differences and prior service costs are mainly recognized in expenses using the straight-
line method within the average of the estimated remaining service years commencing with the
following period.

Directors, corporate auditors and executive officers of the certain subsidiaries receive retirement
payments based on established guidelines similar to the employees’ retirement benefit plan, subject
to shareholders’ approval. Retirement benefits provided for directors and corporate auditors are
sufficient to cover stipulated benefits arising from services performed to the balance sheet date.

Through the year ended March 31, 2009, a provision for retirement allowances for these officers
of the Company’s subsidiaries had been made at an estimated amount based on the Company’s
internal rules for retirement allowances.

(1) Accrued employees’ bonuses

The Company and certain subsidiaries accrue amounts for employees’ bonuses based on

estimated amounts to be paid in the subsequent period.



(m) Reclassifications
Certain reclassifications of the accompanying consolidated financial statements as of and for the
year ended March 31, 2008 have been made to conform to the 2009 presentation.

(n) Net income per share

Computations of net income per share of common stock are based on the weighted average
number of shares outstanding during each period.

No diluted net income per share of common stock is presented since the full dilution of common
stock equivalents has no dilutive effect for the years ended March 31, 2009 and 2008.

(o) Leases

The Company and consolidated domestic subsidiaries account for finance leases commencing
prior to April 1, 2008 which do not transfer the ownership of the leased property to the lessee as
operating leases with disclosures of certain “as if capitalized” information. As discussed in Note
3. (b), the Company and consolidated domestic subsidiaries adopted a new accounting standard and
capitalized finance leases which commenced after March 31, 2008, except for certain immaterial or

short-term finance leases, which are accounted for as operating leases.



3. Changes in accounting policies

(a) Accounting standard for measurement of inventories

On July 5, 2006, the Accounting Standards Board of Japan issued ASBJ Statement No. 9,
“Accounting Standard for Measurement of [nventories”.

Prior to April 1, 2008, inventories of the Companies, other than real estate held for sale, had
been mainly stated at the lower of cost or market and determined by the first-in, first-out (FIFO)
method. Real estate held for sale had been stated at cost determined by the specific identification
method.

The new accounting standard requires that inventories held for sale in the ordinary course of
business be measured at the lower of cost or net realizable value.

Therefore, effective April 1, 2008, the Companies changed their accounting standard for
measurement of inventories and mainly stated the inventories, other than real estate held for sale, at
the lower of cost determined by the FIFO method or net realizable value at March 31, 2009. Real
estate held for sale stated at the lower of cost determined by the specific identification method or
net realizable value at March 31, 2009.

The companies also changed the title of the account for recording loss on abandonment of goods
from non-operating expense to cost of goods sold.

As aresult of the adoption of ASBJ Statement No. 9, operating income decreased ¥520 million
($5,294 thousand) and income before income taxes decreased ¥288 million (82,932 thousand) on
the consolidated financial statements for the year ended March 31, 2009.

The effects on segment information are described in Note 14.

(b) Application of accounting standard for lease transactions

Prior to April 1, 2008, the Company and consolidated domestic subsidiaries accounted for
finance leases which do not transfer ownership of the leased property to the lessee as operating
leases with disclosure of certain “as if capitalized” information in the notes to the consolidated
financial statements.

On March 31, 2007, the Accounting Standards Board of Japan issued Statement No. 13,
“Accounting Standard for Lease Transactions” and Guidance No. 16, “Guidance on Accounting
Standard for Lease Transactions”. The new accounting standards require that all finance lease
transactions be treated as capital leases.

Effective April 1, 2008, the Company and consolidated domestic subsidiaries adopted the new
accounting standards for finance leases commencing after March 31, 2008 and capitalized assets
used under such leases, except for certain immaterial or short-term finance leases, which are
accounted for as operating leases. As permitted, finance leases which commenced prior to April 1,
2008 and have been accounted for as operating leases, continue to be accounted for as operating
leases with disclosure of certain “as if capitalized” information.

There were no effects as a result of the adoption of ASBIJ Statement No. 13 on the consolidated
financial statements for the year ended March 31, 2009,



(c) Unification of Accounting Policies Applied to Foreign Subsidiaries for Consolidated
Financial Statements

On March 17, 2006, the Accounting Standards Board of Japan issued Practical Issues Task Force
No. 18 “Practical Solution on Unification of Accounting Policies Applied to Foreign Subsidiaries
for Consolidated Financial Statements” (“PITF No. 18”). PITF No. 18 requires that accounting
policies and procedures applied by a parent company and its subsidiaries to similar transactions and
events under similar circumstances should, in principle, be unified for the preparation of the
consolidated financial statements. PITF No. 18, however, as a tentative measure, allows a parent
company to prepare consolidated financial statements using foreign subsidiaries’ financial
statements prepared in accordance with either International Financial Reporting Standards or U.S.
GAAP. In this case, adjustments for the following six items are required in the consolidation
process so that their impacts on net income are accounted for in accordance with Japanese GAAP
unless the impact is not material.

(1) Goodwill not subject to amortization

(2) Actuarial gains and losses of defined-benefit retirement plans recognized outside profit or
loss

(3) Capitalized expenditures for research and development activities

(4) Fair value measurement of investment properties, and revaluation of property, plant and
equipment and intangible assets

(5) Retrospective treatment of a change in accounting policies

(6) Accounting for net income attributable to minority interests

As aresult of adopting PITF No. 18, operating income decreased ¥151 million ($1,537 thousand)
and income before taxes and minority interests decreased ¥110 million ($1,120 thousand) on the
consolidated financial statements for the year ended March 31, 2009.

The effects on segment information are described in Note 14.



4. Securities

(a) The following summarizes information on securities with available fair values as of March 31,
2009 and 2008.

(1) Trading securities:
At March 31, 2009 and 2008, there were no trading securities with fair market values.

(2) Available-for-sale securities as of March 31, 2009 and 2008:
Securities with book values (fair values) exceeding acquisition costs:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Equity securities:
Acquisition costs ¥ 4,232 ¥ 6,780 $ 43,082
Book values 25,939 41913 264,064
Differences ¥ 21,707 ¥ 35,133 $ 220,982

Securities with book values not exceeding acquisition costs:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Equity securities:
Acquisition costs ¥ 5,730 ¥ 2,681 $ 58333
Book values 4,051 2,156 41,240
Differences ¥ (1,679 ¥ (525 $ (17,093

(b) The following table summarizes information on available-for-sale securities sold in the year
ended March 31, 2009 and 2008:

Thousands of

Millions of ven U.S. dollars
2009 2008 2009
Total sales of available-for-sale securities ¥ 7,088 ¥ 1,686 $ 72,157
Amount of related gains 4,683 889 47,674

Amount of related losses - - -



(c) The following table summarizes book values of securities with no available fair values as of
March 31, 2009 and 2008:

Book value
Thousands of
Millions of yen U.S. dollars
2009 2008 2009
Subsidiaries and affiliates ¥ 4,130 ¥ 6,554 $ 42,044
Available-for-sale securities
Non-quoted equity securities ¥ 3,520 ¥ 5,846 $ 35,834
Non-quoted convertible bonds ¥ 1,069 ¥ 1,069 $ 10,883
Other ¥ 21 ¥ 43 $ 214
(d) Available-for-sale securities with maturities as follows:
March 31, 2009
Millions of yen
Over one year Over five years
Within one year but within five years  but within ten vears Over ten vears
Available-for-sale securities
Bonds - ¥ 100 ¥ 969 -
Total - ¥ 100 ¥ 969 -
Thousands of U.S. dollars
Available-for-sale securities
Bonds - $ 1,018 $ 9,865 -
Total - $ 1,018 $ 9,865 -
March 31, 2008
Millions of yen
Over one year Over five years
Within one year but within five years  but within ten vears Over ten years
Available-for-sale securities
Bonds - ¥ 100 ¥ 969 -
Total - ¥ 100 ¥ 969 -



5. Derivative financial instruments and hedging transactions

The Companies enter into forward foreign exchange contracts, interest rate swap transactions,
and currency swap transactions to control risks related to foreign currencies and interest rates.
Forward foreign exchange contracts are used to hedge the risk of fluctuations in foreign currency
exchange rates with respect to monetary receivables and payables denominated in foreign
currencies. Interest rate swap transactions are used to convert variable rates to fixed rates with
respect to borrowings. The Companies use derivative transactions in connection with managing
their market risk and not for speculation or dealing purposes.

The Companies minimize the credit risk exposure of these derivative transactions by using only
highly rated financial institutions as counterparties. The derivative transactions are entered into
by the finance and accounting divisions in accordance with risk management policies and rules
approved by the Board of Directors, which receives periodic reports on the results of derivative

transactions.

The following summarizes hedging derivative financial instruments used by the Companies and
the corresponding items hedged for which hedge accounting is applied:
Hedging instruments: Hedged items:
Forward foreign exchange contracts Future transactions denominated in
foreign currencies
Foreign currency monetary assets and

liabilities

With regard to forward foreign exchange contracts, the Companies do not evaluate the hedge
effectiveness if the denominated currency, the notional amount of the contract and the contract
period are the same as the foreign currency receivable hedged.



The following table summarizes market value information as of March 31, 2009 and 2008 for derivative transactions for which hedge accounting

had not been applied:

(a) Currency related

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Current Current
Contracted market Recognized Contracted market Recognized Recognized
amount amount gains (losses) amount amount gains (losses) gains (losses
Forward foreign exchange contracts:
Sell:
U.S. dollars ¥ 108 ¥ 108 ¥ 0 ¥ 541 ¥ 544 ¥ 3) $ 0
Japanese yen ¥ 505 ¥ 551 ¥ (46) ¥ 309 ¥ 304 ¥ S $ (468}
¥ .. 46) . | S $.. (468)
Buy:
Japanese yen ¥ 9 ¥ 9 ¥ - ¥ - ¥ .- $ 0

The market value amounts are based on the year-end forward rates.

translate year-end receivables and payables denominated in foreign currencies were excluded from the above schedule.

(b) Interest related

Forward currency exchange contracts for which the forward rates were used to

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Principal Amount of Principal Amount of
amount of principal due Recognized amount of principal due Recognized Recognized
contract _over one year gains (losses) contract over one year gains (losses) _gains (losses)
Interest rate swaps:
Receive variable rate
and pay fixed rate ¥ - ¥ - ¥ - ¥ 500 - | S— —

The gains and losses were estimated by the counterparty financial institutions.




6. Income taxes

The Company and its domestic subsidiaries are subject to a number of taxes based on income,
which, in the aggregate, indicate a statutory income tax rate in Japan of approximately 40.5% for the
years ended March 31, 2009 and 2008, respectively.

The following table summarizes the significant differences between the statutory tax rate and the
effective tax rate for financial statement purposes:

2009 2008

Statutory tax rate 40.5% 40.5%
Equity in losses of unconsolidated

subsidiaries and affiliates 4.2 2.0
Non-deductible expenses 114 4.6
Dividend income, not taxable (5.5) (5.8)
Unrealized tax benefit on prior losses of

consolidated subsidiaries 9.6) 18.7
Foreign subsidiaries’ tax rates (1.3) (9.6)
Elimination of dividend income 6.0 6.5
Effects on sales of the affiliates stocks - (1.0)
Refundable corporation tax 0.9) 2.4)
Other 5.3 (0.4)
Effective tax rate 50.1% 53.1%




Significant components of the Companies’ deferred tax assets and liabilities are as follows:
Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Deferred tax assets:
Excess bad debt expense ¥ 1,196 ¥ 1,695 $ 12,176
Loss carryforwards 2,108 1,635 21,460
Severance and retirement benefits 372 277 3,787
Directors’ retirement benefits 185 234 1,883
Unrealized profit on inventories 177 162 1,802
Unrealized profit on
property and equipment 162 162 1,649
Excess depreciation 858 669 8,735
Write-down of golf club memberships 60 164 611
Write-down of investment securities 402 898 4,092
Write-down of inventories 158 232 1,608
Excess bonuses accrued 292 361 2,973
Provision for loss on business liquidation 662 - 6,739
Enterprise tax payable 92 210 937
Other 757 889 7.706
Total deferred tax assets 7,481 7,588 76,158
Valuation allowance (3.872) (5.211) (39.418)
Net deferred tax assets 3.609 2377 36,740
Deferred tax liabilities:
Gain on securities contributed to employee
retirement benefit trust (876) (876) (8,918)
Net unrealized holding gains on securities (8,041) (13,317) (81,859)
Other (50) (71) (508)
Total deferred tax liabilities (8.967) (14,264) (91,285)

Net deferred tax liabilities ¥ (5,358)

P

(11,887) $_ . (54,545)




Net deferred tax liabilities at March 2009 and 2008, respectively, were included in the consolidated balance sheets as
follows:

Thousands of

Millions of ven U.S. dollars
2009 2008 2009
Deferred tax assets (current assets) ¥ 830 ¥ 1,227 $ 8,450
Deferred tax assets (other assets) ¥ 312 ¥ 182 $ 3,176
Deferred tax liability (long-term liability) ¥ (6.500) $ (13,296) $ (66,171)
Net deferred tax liabilities ¥ (5,358) $ (11,887) $ (54,545)

7. Pledged assets

At March 31, 2009 and 2008, the following assets were pledged as security for trading transactions:

Thousands of

Millions of yven U.S. dollars
2009 2008 2009
Investment securities ¥ 4,820 ¥ 5,425 $ 49,069



8. Loss on impairment of fixed assets

Loss on impairment of fixed assets for the years ended March 31, 2009 and 2008 consisted of the
following.

For the year ended March 31, 2009

Use Type of asset Location Millions of yen Thousands of

U.S. dollars
Building ¥ 213 $ 2,168
Mainly Macfhinery and y 57 s 580
production equipment
facilities for Vehicles, tools,
electronic furniture and Matsumoto, Nagano ¥ 21 $ 214
equipments and fixtures
measuring Land ¥ 83 $ 845
devices Intangible assets ¥ 37 $ 377
Other ¥ 41 $ 417
Total ¥ 452 $ 4,601

The Company and its subsidiaries grouped their assets principally by each industry segment.
Leased assets and idle assets are grouped independently. The Companies reduced the book value of
the asset groups in the above tables to the recoverable amounts and recognized impairment losses
of 452 million ($4,601 thousand) due to a significant decrease in real estate values.

The recoverable amounts were determined based on the estimated net selling value.

For the year ended March 31, 2008

Use Type of asset Location Millions of yen

Real estate for Land Hasuda, Saitama ¥ 100
lease

Feal estate for Land Yamatokoriyama, Nara ¥ 54
case

Total ¥ 154

The Company and its subsidiaries grouped their assets principally by each industry segment.
Leased assets and idle assets are grouped independently. The Companies reduced the book value of
the asset groups in the above tables to the recoverable amounts and recognized impairment losses
of 154 million due to a significant decrease in real estate values.

The recoverable amounts were determined using estimated future cash flows discounted by a rate
of 4.63%.

9. Provision for loss on business liquidation
The Company and its subsidiaries planned the restructuring of some consolidated subsidiaries, so

estimated the loss and recognized it as expense in this accounting period.



10. Short-term loans and long-term debt

Short-term loans at March 31, 2009 and 2008 consisted of bank loans bearing interest at average
annual rates of 1.81% and 2.87%, respectively. Long-term loans due within one year at March 31,
2009 and 2008 consisted of bank loans bearing interest at average annual rates of 1.71% and 1.59%,

respectively.

Long-term debt at March 31, 2009 and 2008 consisted of the following:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009

Unsecured loans from

banks and insurance companies

due through 2015 with

interest principally at 0.72% - 7.15% ¥ 16,272 ¥ 18,797 $ 165,652
Less amounts due within one year (1.497) (8.250) (15.240)

¥ 14,775 ¥ 10,547 $ 150,412

The aggregate annual maturities of long-term debt at March 31, 2009 were as follows:

Thousands of

Year ending March 31, Millions of yen U.S. dollars
2011 ¥ 643 $ 6,546
2012 2,410 24,534
2013 4,039 41,118
2014 and later 7.683 78.214
¥ 14775 $ 150412

The Company has a commitment line contract of ¥10,000 million ($101,802 thousand) with four
banks in order to secure the efficient procurement of operating funds.
At March 31, 2009, ¥10,000 million ($101,802 thousand) was unused and available.



11. Employees’ severance and pension benefits

The liabilities for employees’ severance and retirement benefits included in the liability section
of the consolidated balance sheets as of March 31, 2009 and 2008 consisted of the following:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Projected benefit obligation ¥ 9,635 ¥ 13,003 98,086
Fair value of pension assets (8,060) (14,193) (82,052)
Unrecognized prior service cost 28 29 285
Unrecognized actuarial differences (3,344) (796) (34,043)
Prepaid expense for pension assets 2,539 2,516 25,848
Liability for severance and retirement benefits ¥ (*1,2) 798 ¥ (*1) 559 $ 8,124

(*1) Including ¥129 million ($1,313 thousand) in 2009 and ¥121 million in 2008 for operating
officers.

(*2) The difference from the amount on the balance sheet is included in Provision for loss on
business liquidation for a UK subsidiary company, NOBEL ENTERPRISES LIMITED.

Included in the consolidated statements of income for the years ended March 31, 2009 and 2008
were severance and retirement benefit expenses comprising the following:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Service costs — benefits earned during the year ¥ (*1)332 ¥ (*1) 522 $ 3,380
Interest cost on projected benefit obligation 292 422 2,973
Expected return on plan assets (408) (614) (4,154)
Amortization of actuarial differences 605 (122) 6,159
Amortization of prior service cost 1 6 10
Others (*2) 57 (*2) 88 580
Severance and retirement benefit expense ¥ 879 ¥ 302 $ 8,948

(*1) Including ¥30 million ($305 thousand) in 2009 and ¥32 million in 2008 for operating
officers

(*2) Including payment to the defined contribution pension plan in the amount of ¥21 million
($214 thousand) in 2009 and ¥51 million in 2008 and payment to the mutual aid pension plan
in the amount of ¥36 million ($366 thousand) in 2009 and ¥36 million in 2008.



The discount rate used by the Company at March 31, 2009 and 2008 was 1.6%. The rate of
expected return on plan assets used by the Company at March 31, 2009 and 2008 was 3.0%. The
estimated amount of all retirement benefits to be paid at future retirement dates is allocated equally
to each service year using the estimated number of total service years. Actuarial differences are
recognized in the income statement using the straight-line method over mainly 13 years beginning
with the following term at March 31, 2009 and 2008. Prior service costs are recognized in the
income statement using the straight-line method over 14 years at March 31, 2009 and 2008.

12. Cash and cash equivalents

(a) The reconciliations of cash and cash equivalents in the consolidated balance sheets and cash and

cash equivalents in the consolidated statements of cash flows at March 31, 2009 and 2008 were

as follows:
Thousands of
Millions of yen U.S. dollars
2009 2008 2009

Cash and cash equivalents in balance sheets ¥ 11,247 ¥ 6,716 $ 114,497
Time deposits maturing after three months (66) (45) (672)
Cash and cash equivalents

in statements of cash flow ¥ 11,181 ¥ 6,671 $ 113,825




(b) Assets and liabilities of newly consolidated subsidiaries by acquisition of shares

Assets and liabilities of newly consolidated subsidiaries by acquisition of shares at the inception
of their consolidation, related acquisition cost and payments for (proceeds from) acquisition of
shares were as follows:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009

Current assets ¥ - ¥ 366 $
Fixed assets - 161
Goodwill - 45
Current liabilities - (273)
Acquisition cost of shares at the

inception of their consolidation - (146)
Acquisition cost of shares during the

year - 153
Cash and cash equivalents of the

acquired companies - 24)
Payments for (proceeds from)

acquisition of shares of newly

consolidated subsidiaries ¥ - Y 129 $

(c) Assets and liabilities of the subsidiaries excluded from the scope of consolidation
Assets and liabilities of the subsidiaries at the time they were excluded from the scope of
consolidation, the related sale price of shares and payments for the sale of shares were as follows:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Current assets ¥ - ¥ 1,729 $
Fixed assets - 484
Current liabilities - (777)
Long-term liabilities - (119)
Gain on sale of shares of the
subsidiaries - 17
Sale price for sale of the shares for the
year - 1,334
Receivables from sales of the shares - (1,334)

Cash and cash equivalents of the
company excluded from the scope of
consolidation - 127

Payments for sale of shares of the
subsidiaries excluded from the scope of
consolidation ¥ - ¥ 127 $




13. Finance leases

As discussed in Note 3 (b), finance leases commenced prior to April 1, 2008 which do not
transfer ownership of leased assets to lessees are accounted for as operating leases.

(a) As lessee
Finance lease transactions in which the ownership of leased assets was not transferred to lessees.
(1) Acquisition cost, accumulated depreciation, accumulated loss on impairment and net value of

leased assets, excluding interest on an “as if capitalized” basis:

Thousands of

Millions of yen U.S. dollars

2009 2008 2009
Machinery and equipment:
Acquisition cost ¥ 74 ¥ 66 $ 753
Accumulated depreciation (59) (44) (600)
Accumulated loss on impairment 0 - 0
Net value ¥ 15 ¥ 22 $ 153
Other tangible assets:
Acquisition cost ¥ 46 ¥ 51 $ 468
Accumulated depreciation (15) (1D (153)
Accumulated loss on impairment (12) - (122)
Net value ¥ 19 ¥ 40 $ 193
Intangible assets:
Acquisition cost ¥ 39 ¥ 71 $ 397
Accumulated depreciation (21) (43) (214)
Accumulated loss on impairment an - 112)

Net value ¥ 7 ¥ 28 $ 71




(2) Obligations under finance lease and accumulated loss on impairment of leased assets:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Due within one year ¥ 50 ¥ 49 $ 509
Due over one year 28 84 285
Total ¥ 78 ¥ 133 $ 794
Accumulated loss on impairment
of leased assets ¥ 24 ¥ - $ 244

(3) Lease payments, depreciation and interest expense:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009

Lease payments ¥ 35 ¥ 20 $ 356
Reversal of allowance for impairment loss

on leased properties 4 - 41
Depreciation 32 19 326
Interest expense 2 1 20
Loss on impairment 28 - 285

(4) Calculation method for depreciation and amortization expense:

Depreciation and amortization expense for leased assets are computed by the straight-line method
over the respective lease periods assuming a nil residual value.
Calculation method for interest expense:

The excess of total lease payments over acquisition cost equivalents is regarded as amounts
representing interest payable equivalents and is allocated to each period using the interest method.



(b) As lessor

(1) Acquisition cost, accumulated depreciation and net value of leased assets:

Thousands of

Millions of yen U.S. dollars

2009 2008 2009
Machinery and equipment:
Acquisition cost ¥ 5,066 ¥ 9,485 $ 51.573
Accumulated depreciation (4.115) (8.162) (41,892)
Net value ¥ 951 ¥ 1,323 $ 9,681
Intangible assets:
Acquisition cost ¥ 2,543 ¥ 3,634 $ 25,888
Accumulated depreciation (2.068) (2.737) (21,052)
Net value ¥ 475 ¥ 897 $ 4,836

(2) Future minimum lease receipts, excluding interest on an “as if capitalized basis™:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Due within one year ¥ 771 ¥ 1,287 $ 7,849
Due over one year 492 1.384 5,009
Total ¥ 1,263 ¥ 2,671 $ 12,858

(3) Lease receipts, depreciation and interest income:

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Lease receipts ¥ 1,320 ¥ 1,874 $ 13,438
Depreciation 1,176 1,865 11,972
Interest income 83 161 845

(4) Calculation method for interest expenses:

The excess of total of lease payments and estimated salvage value over purchase amount of

leased assets is regarded as representing interest payable equivalents and is allocated to each

period using the interest method.



14. Segment information

(a) The Companies operate principally in the following six industry segments:

Information Technology:

Housing and Construction:

Chemicals:

Plastics:

Foodstuffs:

Other:

Semiconductor manufacturing equipment

Electronic materials, including parts

Dyes for printing

Raw materials for copying

Lumber

Composite materials

Wooden building materials

Residential housing equipment

Pharmaceutical and agricultural chemicals
and bulk raw materials

Raw materials for insecticides

Raw materials for toiletries

Raw materials for plastic resin

Dyestuffs

General purpose plastics

Engineering plastics

Raw and processed agricultural products

Raw and processed marine products

Raw and processed livestock products

Leasing



Operating results, total assets, depreciation and amortization and capital expenditure by industry

segment for the years ended March 31, 2009 and 2008 were as follows:

Year ended March 31, 2009

Revenues:

Outside customers
Operating expenses
Operating income (loss)
Total assets

Depreciation and
amortization

Loss on impairment
of fixed assets

Capital expenditure

Year ended March 31, 2008

Revenues:

Outside customers
Operating expenses
Operating income (loss)
Total assets

Depreciation and
amortization

Loss on impairment
of fixed assets

Capital expenditure

Millions of ven

Information Housing and Elimination
Technology Constryction Chemicals Plastics Foodstuff Other and Corporate Consolidated
¥167,640 ¥ 22,201 ¥ 66,700  ¥160,034 ¥ 23,777 2,409 ¥ - ¥ 442761
166,473 22,282 66,460 157.984 23,928 2.058 - 439,185
¥ 1167 ¥ (81) ¥ 240 ¥ 2050 ¥ asn 351 ¥ - ¥ 3,576
¥ 61,942 ¥ 8,041 ¥ 26909 ¥ 67,125 ¥ 8,394 2,883 ¥ 39985 ¥ 215279
405 25 263 955 81 1,092 - 2.821
452 - - - - - - 452
253 1 181 1,386 35 6 3,332 5,194
Millions of yen
Information Housing and Elimination
Technology Construction Chemicals Plastics Foodstuff Other and Corporate Consolidated
¥186,867 ¥ 23886 ¥ 75,014 ¥186,106 ¥ 24,390 3,756 ¥ - ¥ 500,019
183.584 23.745 74.067 182.923 24.674 3367 - 492.360
¥ 3283 ¥ 141 ¥ 947 ¥ 3,183 ¥ (284) 389 ¥ - ¥ 7,659
¥ 01,006 ¥ 9251 ¥ 34483 ¥ 86,009 ¥ 10,804 5812 ¥ 47272 ¥ 284637
299 4 291 980 48 2,245 - 3,867
- - - - - 154 - 154
602 1 506 1.239 82 1,033 - 3,463




Year ended March 31, 2009 Thousands of U.S. dollars

Information Housing and Elimination
Technology Construction Chemicals Plastics Foodstuffs Other and Corporate Consolidated
Revenues:

Outside customers $1,706,607 $226,010 $679,019 $1,629,176 $242,054 § 24525 $ - $4,507,391
Operating expenses 1.694.727 226,835 676.575 1,608.307 _243.592 20.951 - 4.470.987
Operating income (loss) $ 11880 $ (825) § 2444 § 20869 $ (1,538 § 35714 § - $ 36,404
Total assets $ 630,581 $ 81,859 $273939 $ 683345 $ 85453 $ 29349 $ 407,055 $2,191,581
Depreciation and

amortization 4,123 255 2.677 9,722 825 11,116 - 28,718
Loss on impairment

of fixed assets 4,601 - - - - - -

Capital expenditure 2.576 10 1,843 14,110 356 61 33,920 52,876

Corporate assets included above in the elimination and corporate columns in the amounts of ¥39,985
million ($407,055 thousand) and ¥47,272 million for the years ended March 31, 2009 and 2008,
respectively, consisted mainly of cash and cash equivalents, marketable securities, investment securities

and assets of administrative divisions.

Changes in accounting policies

“Accounting Standard for Measurement of Inventories” (ASBJ Statement No.9, issued on July 5, 2006)
was adopted from this fiscal year.
As a result, for the year ended March 31, 2009, operating income decreased ¥282 million ($2,871
thousand) in the Information and Technology segment, ¥26 million ($265 thousand) in the Chemical
segment and ¥41 million ($417 thousand) in the Plastics segment, and operating loss increased ¥3 million
($31 thousand) in the Housing and Construction segment and ¥168 million ($1,710 thousand) in the
Foodstuffs segment, respectively.

As a result, for the year ended March 31, 2009 “Practical Solution on Unification of Accounting
Policies Applied to Foreign Subsidiaries for Consolidated Financial Statements” (ASBJ Practical Solution
No. 18 issued on May 17, 2006) was adopted from this fiscal year.

As a result, for the year ended March 31, 2009, operating income decreased ¥19 million ($193 thousand)
in the Information and Technology segment, ¥129 million ($1,313 thousand) in the Chemical segment

and ¥3 million ($31 thousand) in the Plastics segment, respectively.



(b) Principal countries and areas for each segment are as follows:

Southeast Asia: Singapore, Thailand, Malaysia, Indonesia, Philippines,
Vietnam

Northeast Asia: China, Taiwan

North America: United States of America

Europe: Britain, France, Belgium

Operating results and total assets by geographic area for the years ended March 31, 2009 and 2008 were

as follows:
Year ended March 31, 2009 Millions of ven
Southeast Northeast North Elimination
Japan Asia Asia America Europe and Corporate  Consolidated

Revenues:

Outside customers ¥283,458 ¥ 61,753 ¥ 71,040 ¥ 15422 ¥ 11,088 ¥ - ¥ 442761

Inter-areas 34,182 1.870 972 2,317 744 (40.085) -

Total 317,640 63,623 72,012 17,739 11,832 (40,085) 442,761
Operating expenses 315,689 62,319 70.856 17.920 12,438 (40,037) 439,185

Operating income (loss) ¥__1,951 ¥ 1304 ¥ 1156 ¥ (181) ¥ (606) ¥ _ _(48) ¥ 3,576

Total assets ¥108.34 ¥ 23346 ¥ 31,142 ¥ 5387 ¥_7070 ¥ 39985 ¥215,279
Year ended March 31, 2008 Millions of yen
Southeast Northeast North Elimination
Japan Asia Asia America Europe and Corporate  Consolidated
Revenues:
Outside customers ¥314947 ¥ 76,775 ¥ 77288 ¥ 18475 ¥ 12,534 ¥ - ¥ 500,019
Inter-areas 42,646 2,225 160 3.040 1.097 (49.168) -
Total 357,593 79,000 77,448 21,515 13,631 (49,168) 500,019
Operating expenses 353.452 76.919 75.809 21.470 13.877 (49.167) 492.360

Operating income (loss) ¥ 4,141 ¥ 2081 ¥ 1639 ¥ 45 ¥ (246) ¥ (1 ¥ 7,659

Total assets ¥144623 ¥ 31740 ¥ 43320 ¥ 7935 ¥ 9747 ¥ 47272 ¥284,637




Year ended March 31, 2009 Thousands of U.S. dollars

Southeast Northeast North Elimination

Japan Asia Asia America Europe and Corporate  Consolidated

Revenues:
Outside customers  § 2,885,656 $628,657 $723,201 $156,999 $112,878 - $4,507,391
Inter-areas 347.979 19,037 9.895 23,587 7.574  (408.072) -
Total 3,233,635 647,694 733,096 180,586 120,452 (408,072) 4,507,391
Operating expenses 3.213.774 634,419 721,327 182,429 126,621 (407,583) 4.470.,987
Operating income (loss) $ 19861 $§ 13275 $ 11769 $ (1.843) $§ (6,169) $§ (489) § _ 36,404
Total assets $1,103,013 $237,667 $317.031 $ 54841 § 71974 $407.055 2,191,581

Corporate assets included above in the elimination and corporate columns in the amounts of ¥39,985
million ($407,055 thousand) and ¥47,272 million for the years ended March 31, 2009 and 2008,
respectively, mainly comprised cash and cash equivalents, marketable securities, investment securities
and assets of administrative divisions.

For the year ended March 31, 2009, impairment loss on property and equipment in the amount of ¥452

million ($4,601 thousand) was included in assets in the Japan segment.

Changes in accounting policies

“Accounting Standard for Measurement of Inventories” (ASBJ Statement No.9, issued on July 5, 2006)
was adopted from this fiscal year.
As aresult, for the year ended March 31, 2009, operating income decreased ¥520 million ($5,294

thousand) in the Japan segment.

“Practical Solution on Unification of Accounting Policies Applied to Foreign Subsidiaries for
Consolidated Financial Statements” (ASBJ Practical Solution No. 18 issued on May 17, 2006) was
adopted from the year.

As a result, for the year ended March 31, 2009, operating income decreased ¥3 million ($31 thousand) in
the Southeast Asia segment, ¥23 million ($234 thousand) in the Northeast Asia segment, and operating

loss increased ¥125 million ($1,272 thousand) in the Europe segment.



(¢) Overseas trading transactions

Principal countries and areas in each segment were as follows:

Southeast Asia: Singapore, Thailand, Malaysia, Indonesia, Philippines, Vietnam
Northeast Asia: China, Taiwan

North America: United States of America

Europe: Britain, France, Belgium

Overseas trading transactions for the years ended March 31, 2009 and 2008 were ¥ 200,340 million
($2,039,499 thousand) and ¥234,578 million, respectively. For the years ended March 31, 2009 and 2008,
overseas trading transactions were ¥67,500 million ($687,163 thousand) and ¥82,308 million respectively
in the Southeast Asia region, ¥105,962 million ($1,078,713 thousand) and ¥119,436 million respectively
in the Northeast Asia region, ¥15,689 million ($159,717 thousand) and ¥19,827 million respectively in
the North America region, and, ¥11,189 million ($113,906 thousand) and ¥13,007 million respectively in

the Europe region.



15. Net assets

The Japanese Corporate Law (“the Law”) became effective on May 1, 2006, replacing the Japanese Commercial
Code (“the Code”). The Law is generally applicable to events and transactions occurring after April 30, 2006
and for fiscal years ending after that date.

Under Japanese laws and regulations, the entire amount paid for new shares is required to be designated as
common stock. However, a company may, by a resolution of the Board of Directors, designate an amount not
exceeding one-half of the price of the new shares as additional paid-in capital, which is included in capital
surplus.

Under the Law, in cases where a dividend distribution of surplus is made, the smaller of an amount equal to 10%
of the dividend or the excess, if any, of 25% of common stock over the total of additional paid-in-capital and
legal earnings reserve must be set aside as additional paid-in-capital or legal earnings reserve. Legal earnings
reserve is included in retained earnings in the accompanying consolidated balance sheets.

Under the Law, additional paid-in capital and legal earnings reserve may not be distributed as dividends. Under
the Code, however, on condition that the total amount of legal earnings reserve and additional paid-in capital
remained equal to or exceeded 25% of common stock, they were available for distribution by resolution of the
shareholders’ meeting. Under the Law, all additional paid-in-capital and all legal earnings reserve may be
transferred to other capital surplus and retained earnings, respectively, which are potentially available for
dividends.

The maximum amount that the Company can distribute as dividends is calculated based on the non-consolidated
financial statements of the Company in accordance with Japanese laws and regulations.



16. Related party transactions

The Company is an affiliate of Sumitomo Chemical Company, Limited which owned 21.3% and

21.3% of the Company’s voting shares at March 31, 2009 and 2008, respectively. Significant

transactions with related parties for the years ended March 31, 2009 and 2008 were as follows:

Net sales:

Sumitomo Chemical Company, Limited

Unconsolidated subsidiaries and affiliates
Purchases:

Sumitomo Chemical Company, Limited
Pledge of investment securities:

Sumitomo Chemical Company, Limited
Debt Guarantee:

NOBEL NC CO., LTD

Unconsolidated subsidiaries and affiliates
Allowance for doubtful receivables:

Unconsolidated subsidiaries and affiliates
Provision for loss on debt guarantees:

Unconsolidated subsidiaries and affiliates

ASBJ Statement No.11, “Accounting Standard for Related Party Disclosures” and ASBJ Guidance No.13,

Thousands of

Millions of yen U.S. dollars
2009 2008 2009

¥ 7,011 — 71,373
13,788 22,323 140,364
21,680 30,776 220,707
4,468 3,482 45,485
3,797 — 38.654
1,650 — 16,797
(*1) 154 - 1,568
282 — 2,871

“Guidance on Accounting Standard for Related Party Disclosures” issued by the Accounting Standards Board of

Japan on October 17, 2006, require certain additional related party disclosures effective for years beginning on

or after April 1, 2008.

(*1) Provision for allowance for doubtful receivables included that for unconsolidated subsidiaries and
affiliates of ¥7 million ($71 thousand) on the consolidated financial statements for the year ended March

31, 2009.



17. Contingent liabilities

At March 31, 2009 and 2008, the Company and its consolidated subsidiaries were contingently liable

as follows:
Thousands of
Millions of yen U.S. dollars
2009 2008 2009
As endorsers of notes discounted or endorsed ¥ 8 ¥ 87 § 81
As guarantors of indebtedness of

unconsolidated subsidiaries and affiliates 5,262 3,870 53,568
Others 1.650 771 16,797
6912 4,647 70.365
¥ 6,920 ¥ 4734 § 70.446

18. Subsequent events

Cash dividends
At the meeting of the Board of Directors of the Company held on May 11, 2009, an appropriation of

non-consolidated retained earnings for the year ended March 31, 2009 was duly approved as follows:

Thousands of

Millions of yen U.S. dollars
Cash dividends - ¥5.00 ($0.051) per share ¥ 325 $ 3,309





