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SIX-YEARSUMMARY

Marubeni Corporation

Years ended March 31, 2002, 2001, 2000, 1999, 1998 and 1997

Thousands of

Millions of yen USS. dollars
2002 2001 2000 1999 1998 1997 2002
For the year:
Trading transactions:
Domestic ¥3,232,883 ¥3,754,652 ¥4,571,183 ¥ 5,183,131 ¥ 5,931,831 ¥ 6,604,469 $24,307,391
Export 1,209,677 1,184,653 1,250,165 2,163,734 2,535,228 2,190,089 9,095,316
Import 1,519,451 1,760,793 1,425,294 1,452,026 1,710,749 1,727,032 11,424,444
Offshore 3,010,234 2,736,765 2,975,800 3,161,266 3,462,709 3,448,387 22,633,338
Total volume of trading
transactions 8,972,245 9,436,863 10,222,442 11,960,157 13,640,517 13,969,977 67,460,489
Gross trading profit 436,804 479,754 453,496 522,356 534,485 496,550 3,284,241
Income (loss) before
income taxes and
equity in earnings
(losses) (165,155) 6,688 5,419 (149,904) 54,922 57,504  (1,241,767)
Net income (loss) (116,418) 15,036 2,060 (117,729) 17,230 20,113 (875,323)
At year-end:
Total assets 4,805,669 5,320,604 5,584,353 6,511,841 7,388,101 7,550,347 36,132,850
Total shareholders’ equity 263,895 342,297 324,301 354,017 475,253 512,929 1,984,173
Interest-bearing debt 3,184,884 3,428,363 3,736,136 4,546,681 4,915,046 4,935,317 23,946,496
Yen USS. dollars
Amounts per 100
shares:
Basic earnings (loss) ¥(7,792) ¥1,006 ¥138 ¥(7,880) ¥1,153 ¥1,346 $(58.59)
Diluted earnings (loss) (7,792) 940 138 (7,880) 1,054 1,289 (58.59)
Cash dividends — — — 300 600 600 —

Note: U.S. dollar amounts above and elsewhere in this report are converted from yen, for convenience only, at the prevailing exchange rate of ¥133 to US$1 as of

March 29, 2002.

42 Marubeni Corporation 2002



FINANCIAL REVIEW

Operating Environment
In the fiscal year ended March 31, 2002, Japanese exports
declined, particularly those related to IT, while the
economy continued to deflate slightly. This constrained
corporate earnings, while personal consumption was de-
pressed due to worsening unemployment and stagnating
income levels.

In the U.S,, the economy slowed from spring 2001,
while European economies were lackluster overall and

other Asian economies generally lacked steam.

Total Volume of Trading Transactions

On a consolidated basis, Marubeni’s total volume of
trading transactions dropped ¥464.6 billion, or 4.9%, to
¥8,972.2 billion (US$67,460 million).

By Transaction Type

Domestic transactions were off ¥521.8 billion, or 13.9%,
to ¥3,232.9 billion (US$24,307 million), due mainly to
declines in Metals and Machinery. Exports rose ¥ 25.0
billion, or 2.1%, to ¥ 1,209.7 billion (US$9,095 million),
on the strength of gains in Machinery. Imports dropped
¥241.3 billion, or 13.7%, to ¥ 1,519.5 billion (US$11,424
million), primarily because of declines in Energy and
Metals. Offshore transactions increased ¥273.5 billion, or
10.0%, to ¥3,010.2 billion (US$22,633 million), as a result

of improvements in Energy.

By Region

Total volume of trading transactions in Japan dipped

¥ 783.0 billion, or 8.8%, to ¥ 8,163.8 billion (US$61,382
million), reflecting reductions resulting from the transfer of
the Iron & Steel business to Marubeni-Itochu Steel Inc.
Transactions in North America advanced ¥252.1 billion,
or 18.7%, to ¥1,599.9 billion (US$12,029 million), prima-

rily due to an increase in Energy. European transactions

rose ¥27.2 billion, or 8.0%, to ¥366.1 billion (US$2,753
million), mainly because of increases in automobiles. In
Asia and Oceania, transactions plunged ¥ 101.9 billion, or
14.5%, to ¥ 600.5 billion (US$4,515 million), also chiefly
owing to reduced transaction volume of overseas corporate
subsidiaries. Transactions in other regions increased ¥ 32.4
billion, or 4.1%, to ¥820.4 billion (US$6,168 million).

Total Volume of Trading Transactions and Gross Trading
Profit by Operating Segment

IT Business transactions rose ¥ 16.0 billion, or 3.6%, to
¥ 467.1 billion (US$3,512 million), reflecting growth in
telecommunications systems for other Asian countries.
Gross trading profit for the segment fell ¥ 8.1 billion,

or 19.7%, to ¥ 33.2 billion (US$250 million). This was
because of declines in overseas projects, a higher cost
of sales owing to capital expenditures, and deteriorating
market conditions in I'T product-related businesses.

Utility & Infrastructure transactions were down
¥ 94.8 billion, or 22.3%, to ¥329.8 billion (US$2,479 mil-
lion). This followed a decrease in power station projects in
North America, which offset rises in Brunei and Vietnam
and gains in power consolidation operations in the United
Kingdom. Gross trading profit in this segment climbed
¥ 0.4 billion, or 4.3%, to ¥ 10.6 billion (US$79 million), on
the back of power projects in Brunei,Vietnam and India,
power consolidation operations in the United Kingdom
and gains in domestic power operations.

Plant & Ship transactions advanced ¥ 89.3 billion, or
17.5%, to ¥600.7 billion (US$4,516 million), reflecting
expanded transactions in energy and chemicals plants in
Africa and Latin America, and ships. Gross trading profit
tell ¥9.9 billion, or 49.2%, to ¥10.3 billion (US$77 mil-
lion), however, mainly because reduced transactions in
industrial plants for China and Southeast Asia outweighed

gains in energy and chemicals plants in Africa.

Trading Transactions by Type
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Transportation & Industrial Machinery transactions
slipped ¥62.3 billion, or 7.4%, to ¥774.2 billion (US$5,821
million), mainly because of lower construction machinery
transactions. Gross trading profit was down ¥0.7 billion, or
1.3%, to ¥52.5 billion (US$394 million).

Energy transactions improved ¥285.8 billion, or 15.0%,
to ¥2,196.9 billion (US$16,518 million), owing to in-
creased oil trading overseas. Gross trading profit dropped
¥1.0 billion, or 3.1%, to ¥30.3 billion (US$228 million),
however, because of the lower profitability of resources
development businesses amid declining oil prices.

Metals & Mineral Resources transactions were down
¥47.7 billion, or 9.1%, to ¥476.1 billion (US$3,580 million),
as a result of reduced transactions in iron ore and sluggish
nonferrous metals markets. Gross trading profit was off ¥0.9
billion, or 6.0%, to ¥14.6 billion (US$110 million), stem-
ming from poor market conditions and reduced transactions
in electronics materials for I'T applications.

The Iron & Steel segment no longer exists, as
Marubeni transferred these operations to Marubeni-Itochu
Steel Inc. as of October 1, 2001. As a consequence, seg-
ment results for the first half of the fiscal year ended March
31, 2002—i.e. transactions of ¥238.2 billion (US$1,791
million) and gross trading profit of ¥11.8 billion (US$89
million)—were included in corporate and elimination.

Chemicals transactions declined ¥62.7 billion, or
10.4%, to ¥538.9 billion (US$4,052 million), reflecting
poor markets for such products as organic chemicals and
electronic materials, particularly in Asia. Gross trading
profit thus decreased ¥0.9 billion, or 3.0%, to ¥28.7 billion
(US$216 million).

Forest Products & General Merchandise transac-
tions were down ¥65.8 billion, or 8.3%, to ¥728.5 billion
(US$5,477 million), owing to downturns in the markets
for paper, logs and plywoods. Gross trading profit declined

Gross Trading Profit

[ Years ended March 3100 O Years ended March 310

Net Income (Loss)

¥3.2 billion, or 7.2%, to ¥40.8 billion (US$307 million),
amid fluctuating pulp prices, reduced margins in paper
transactions and decreased trading in logs and plywoods.

Agri-Marine Products transactions fell ¥8.0 billion,
or 0.8%, to ¥1,044.8 billion (US$7,856 million), owing
primarily to lower transactions in livestock. Poorer margins
on livestock and grain products led to a ¥4.8 billion, or
7.3%, fall in gross trading profit, to ¥ 60.3 billion (US$453
million).

Textile transactions decreased ¥50.5 billion, or 10.3%,
to ¥438.4 billion (US$3,296 million), owing to a slow-
down in domestic trading and an overhaul of low-profit-
ability operations. Gross trading profit was down ¥2.4
billion, or 8.0%, to ¥28.1 billion (US$212 million), as a
result of lower margins on domestic and import trading.

Development & Construction transactions dropped
¥22.6 billion, or 10.9%, to ¥184.9 billion (US$1,390
million), because of falling sales in Japan. Enhanced mar-
gins boosted gross trading profit ¥3.1 billion, or 10.5%, to
¥32.2 billion (US$242 million).

Finance & Logistics Business transactions totaled
¥46.5 billion (US$349 million). Gross trading profit was
¥6.8 billion (US$51 million).

Transactions of domestic branches and offices
dropped ¥137.8 billion, or 31.7%, to ¥297.4 billion
(US$2,236 million), reflecting the transfer of Marubeni’s
Iron & Steel business to Marubeni-Itochu Steel Inc. Gross
trading profit was oft ¥ 4.8 billion, or 42.4%, to ¥6.6
billion (US$50 million).

Transactions of overseas corporate subsidiaries and
branches fell ¥129.2 billion, or 10.5%, to ¥1,100.1 billion
(US$8,271 million), as a result of the transfer of the Iron
& Steel business and a downturn in machinery-related
transactions. Gross trading profit, however, advanced ¥4.8
billion, or 6.8%, to ¥74.7 billion (US$562 million).

Diluted Earnings per 100 Shares

O Years ended March 310
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Costs, Expenses and Earnings

As a result of the above factors, gross trading profit was
down ¥43.0 billion, or 9.0%, to ¥436.8 billion (US$3,284
million).

Operating profit dropped ¥40.7 billion, or 98.1%, to
¥0.8 billion (US$6 million). Although selling, general and
administrative expenses were lower as a result of a drive
to cut costs, provision for doubtful accounts, which was
reserved for future loss, increased.

Income before income taxes and equity in (losses)
earnings of affiliated companies was down *¥171.8 billion, to
a loss of ¥165.2 billion (US$1,242 million), owing to a
decrease in operating profit and evaluation loss incurred on
investment securities and fixed assets. Loss before equity in
(losses) earnings of affiliated companies decreased ¥95.6
billion, to a loss of ¥97.5 billion (US$733 million).

Net income dropped ¥131.5 billion, to a net loss of
¥116.4 billion (US$875 million). This was due mainly to a
decrease of ¥35.8 billion in equity in (losses) earnings of
affiliated companies - net (after income tax eftects) as a
result of evaluation loss on fixed assets, in addition to the

above-mentioned losses.

Financial Position

At the close of the fiscal year ended March 31, 2002,
consolidated total assets were ¥4,805.7 billion (US$36,133
million), down ¥514.9 billion, or 9.7%. This was due to the
transfer of the Iron & Steel business to Marubeni-Itochu
Steel Inc., reviews of low-profitability transactions, and
business reorganizations and asset sales, which reduced
notes and accounts receivable, inventories, investment
securities and other investments and long-term receivables.
Consolidated interest-bearing debt declined ¥243.5 billion,
or 7.1%, to ¥3,184.9 billion (US$23,947 million), reflecting

Total Assets

Interest-bearing Debt

efforts to cut total assets. Net interest-bearing debt after
deducting cash and cash equivalents was down ¥376.9
billion, or 12.2%, to ¥2,712.9 billion (US$20,398 million).
During the period under review, Marubeni adopted
Statement of Financial Accounting Standards (SFAS) No.
133,“Accounting for Derivative Instruments and Hedging
Activities” (updated with SFAS No. 138, ““Accounting for
Certain Derivative Instruments and Certain Hedging
Activities”), which boosted consolidated interest-bearing
debt by ¥39.7 billion. After factoring out this impact, net
interest-bearing debt fell ¥416.6 billion, or 13.5%, to
¥2,673.2 billion (US$20,099 million).

Total shareholders’ equity dropped ¥78.4 billion, or
22.9%, to ¥263.9 billion (US$1,984 million), reflecting a
net loss recorded during the period under review, which
offset a rise in accumulated other comprehensive loss.
Consequently, the net debt-to-equity ratio slipped 1.25
points, to 10.28 times.

Cash Flows

Net cash provided by operating activities increased ¥19.2
billion, or 10.7%, to ¥198.5 billion (US$1,492 million), due
to efficient operations through reduction of receivables and
inventories. Net cash provided by investing activities was
¥74.5 billion (US$560 million), due to proceeds from sales
and redemptions of securities and other investments, and
collection of loans receivable, down ¥113.5 billion, or
60.4%.Thus, free cash inflow for the period was ¥273.0
billion (US$2,052 million). Net cash used in financing
activities was ¥150.1 billion (US$1,129 million), after the
free cash inflow was applied to reduce interest-bearing debt
and enhance liquidity. As a result, cash and cash equivalents
at end of year were up ¥136.8 billion, or 41.5%, to ¥466.6
billion (US$3,509 million).

Total Shareholders’ Equity
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CONSOLIDATED BALANCE SHEETS

Marubeni Corporation
At March 31, 2002 and 2001

Thousands of

U.S. dollars
Millions of yen (Note 1)
Assets 2002 2001 2002
Current assets:
Cash and cash equivalents (NOteS 2 and 15) .......cccooiiiiiiiiieieee ¥ 466,642 ¥ 329,811 $ 3,508,586
Time deposits (NOtES 7 @Nd 15) .....o.ooiiiiiieiiiiiiieieieeeee e 5,336 8,713 40,120
Investment securities (Notes 2, 3, 7 and 15):
Marketable equity SECUTIHIES .....ivviiiiriiiiieiiientieeit ettt 751 383 5,647
ORI e 63,198 87,027 475,173
Notes and accounts receivable - trade (Notes 5 and 7):
INOLES TECEIVADIE .t 181,566 294,082 1,365,158
Accounts receivable 919,741 1,233,961 6,915,346
Due from affiliated cOMPAanies .........oceiiiiieiiiiiiiieeii e 182,708 145,123 1,373,744
Allowance for doubtful ACCOUNLS .......c..eivuiiiiieeeiii e (34,213) (26,832) (257,241)
Inventories (NOES 2 ANA 7) oieeeeiinie et e et e eeeeee s 439,278 481,227 3,302,842
Advance payments to SUPPLETS .....eeeieriiiiiieiiiertierie ettt ettt 67,074 76,146 504,316
Deferred income taxes (NOtE 10) ...uuuuiieeeeeiiiiiiiiiiiee et 33,207 27,886 249,677
Prepaid expenses and Other CUTTENE aSSELS ..everruirriiiiieiiieieeie e ettt 162,271 115,309 1,220,083
TOTAL CUTTEIIE ASSEES v e e e e e e e e e et 2,487,559 2,772,836 18,703,451
Investments and long-term receivables:
Affiliated companies (NOtES 2 @N0 4) .....ooviiiiiiiiiie e 283,944 289,575 2,134,917
Securities and other investments (Notes 2, 3, 7 and 15):
164,484 204,414 1,236,722
389,373 447,968 2,927,617
Notes, loans and accounts receivable - trade, net of unearned interest, less
allowance for doubtful accounts of ¥115,341 million ($867,226 thousand) in
2002 and ¥102,894 million in 2001 (Notes 2, 5, 7. and 15) ........cc.ccoovvevveirirenenns 332,254 512,036 2,498,150
Property leased to others, at cost, less accumulated depreciation of ¥93,402 million
($702,271 thousand) in 2002 and ¥104,203 million in 2001 (Notes 2 and 7) ........ 249,781 302,161 1,878,053
Total investments and long-term receivables ..........coooiiiiiiiiiiiiiieie e 1,419,836 1,756,154 10,675,459
Property and equipment, at cost (Notes 2, 6 and 7):
Land and 1and IMPrOVEIIEIIS ... ..o.ui ittt 181,675 188,930 1,365,977
BUILAINGS -+ttt 306,152 321,377 2,301,895
BQUIPITIEIIE -ttt ettt ettt ettt es e et e bt ettt et st e et et et e et et e e enee 302,286 306,441 2,272,827
790,113 816,748 5,940,699
Accumulated depreciation .........co.ooeiiriiiiiei e (278,239) (284,028) (2,092,022)
Net property and eqUIPITIEIIT .....euieuieiieiiete ettt esiee ettt saeeaeens 511,874 532,720 3,848,677
Prepaid pension oSt (NOtE 9) ......c.ooiviiiiiiiiee e 93,829 84,507 705,481
Deferred income taxes (NOte 10) .......c.ooviouiiiioieiieeeee e 154,391 83,899 1,160,835
OthEr @SSEES ... 138,180 90,488 1,038,947
TOTAL ASSEELS ... ¥ 4,805,669 ¥ 5,320,604 $36,132,850

See accompanying notes.
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Thousands of

U.S. dollars
Millions of yen (Note 1)
Liabilities and shareholders’ equity 2002 2001 2002
Current liabilities:
Short-term loans (Notes 7,8 and 15) ........ccoovviiviiiiiiiiiiceeeeeceeeeee e ¥ 719,254 ¥ 835,663 $ 5,407,925
Current portion of long-term debt (Notes 7,8 and 15) ..........cocoeviiiiiiininiee 528,048 475,842 3,970,286
Notes and accounts payable - trade:
Notes and acceptances payable (NOTE 7) ......ooiriiiiiiiiiiiiie e 222,066 282,169 1,669,669
Accounts Payable ...t e 624,962 796,750 4,698,962
Due to affiliated COMPANIES ......eveiiiiiiiiiiiieiieicct e 52,371 48,845 393,767
Advance payments received from customers 58,138 46,824 437,128
Income taxes (NOTE 10) .......ooviiiiiiiiiiee e 10,967 9,459 82,459
Deferred income taxes (NOt& 10) ........ccoooiiiiiiiiiie e 1,490 1,720 11,203
Accrued expenses and other current liabilities ...........cccooviiiiiiiiiiiiiii 223,912 227,939 1,683,548
Total current HabilItIes ......coootiiiiiiiei e 2,441,208 2,725,211 18,354,947
Long-term debt, less current portion (Notes 7,8 and 15) .........ccoccoevveeiiiiieneas 2,048,454 2,193,789 15,401,910
Employees’ retirement benefits (Notes 2 and 9) ........coocooiiiiiiiiiiiiieee e 12,893 13,960 96,940
Deferred income taxes (NOte 10) .......c.ooviiviiiioieiieieeie e 6,345 14,766 47,707
Minority interests in consolidated subsidiaries............c..cccoocoviiiiiiiiieic 32,874 30,581 247,173
Commitments and contingent liabilities (Note 17)
Shareholders’ equity (Note 11):
Common stock:
Authorized shares - 3,000,000,000
Issued and outstanding shares - 1,494,021,081 in 2002 and 2001 194,039 194,039 1,458,940
Additional paid-in capital .........ccciiiiiiiiiiii 216,993 216,993 1,631,526
(Accumulated deficit) retained €arnings ..........coocceveereririeieeee e (94,754) 21,664 (712,436)
Accumulated other comprehensive loss (Notes 3,9, 10 and 12) ..........coccevvvirienne. (52,375) (90,398) (393,797)
Cost of common stock in treasury - 88,388 shares in 2002 and 3,766 shares in
2007 ittt et ettt ettt e be e tb e tt e e be e et e e etteeteeerbeeetreentee e (8) ) (60)
Total shareholders” EQUILY «.o.veeiiiieiiie ittt 263,895 342,297 1,984,173
Total liabilities and shareholders’ equity .............cccoooiiiiiiiiiiiii e ¥ 4,805,669 ¥ 5,320,604 $36,132,850

See accompanying notes.
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CONSOLIDATED STATEMENTS OF OPERATIONS

Marubeni Corporation
Years ended March 31, 2002, 2001 and 2000

Thousands of

U.S. dollars
Millions of yen (Note 1)
2002 2001 2000 2002

Total volume of trading transactions (Notes 2, 4 and 13)............. ¥ 8,972,245 ¥ 9,436,863 ¥ 10,222,442 $67,460,489
Gross trading Profit ... ¥ 436,804 ¥ 479,754 ¥ 453,496 $ 3,284,241
Expenses:

Selling, general and administrative eXpenses ...........coccceeeereenneenne. 392,092 400,356 411,511 2,948,060

Provision for doubtful accounts (NOte 5) ......c.ooovvviiiiiiiiieieinen, 43,936 37,916 25,655 330,346

TOLAL ettt 436,028 438,272 437,166 3,278,406

Operating Profit ..........ccoooioiieeeeee e 776 41,482 16,330 5,835
Other income (expenses):

Interest expense, net of interest income:

2002, ¥45,773 million ($344,158 thousand);

2001, ¥75,262 million;

2000, ¥88,174 million .........ooovirieeeeeeeeeeeeeeeeeeeeeeeee (29,492) (29,532) (32,584) (221,744)
DAVIAENdS ..veieiiiiiccii s 1,477 7,692 5,221 56,218
(Loss) gain on investment securities (NOte 3) .........cccevenenne. (83,814) 2,318 49,326 (630,181)
(Loss) gain on property and equipment (Note 6) (43,636) 3,738 (4,782) (328,090)
Other - net (NOtes 2 and 14) .......cooviiiieiieieieeeceee e (16,466) (19,010) (28,092) (123,805)

TOLAL oo (165,931) (34,794) (10,911) (1,247,602)
(Loss) income before income taxes and equity in (losses)
earnings of affiliated companies...............ccoccoooieiiiiiieen (165,155) 6,688 5,419 (1,241,767)
Provision (benefit) for income taxes (Note 10):
CCUTTEIIE e 19,704 21,784 39,949 148,150
DIEFITE ..o (87,378) (13,258) (32,932) (656,977)
(67,674) 8,526 7,017 (508,827)
Loss before equity in (losses) earnings of affiliated companies .. (97,481) (1,838) (1,598) (732,940)
Equity in (losses) earnings of affiliated companies - net (after
income tax effects) (Notes 4 and 10) (18,937) 16,874 3,658 (142,383)
Net (10SS) INCOME ......c.ooiiiiiiiieceee e ¥ (116,418) ¥ 15,036 ¥ 2,060 $ (875,323)
Yen U.S. dollars
Basic (loss) earnings per 100 shares (Note 2) .........ccoceeieiinces ¥ (7,792) ¥ 1,006 ¥ 138 $ (58.59)
Diluted (loss) earnings per 100 shares (Note 2) ............ccceeeenne.e. ¥ (7,792) ¥ 940 ¥ 138 $ (58.59)

See accompanying notes.
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CONSOLIDATED STATEMENTS OF CHANGES IN
SHAREHOLDERS’” EQUITY
Marubeni Corporation
Years ended March 31, 2002, 2001 and 2000
Thousands of U.S. dollars
Millions of yen (Note 1)
2002 2001 2000 2002
Common stock:
Balance at beginning ofyear ¥ 194,039 ¥ 194,039 ¥ 194,039 $1,458,940
Balance at end of year .............. ¥ 194,039 ¥ 194,039 ¥ 194,039 $1,458,940
Additional paid-in capital:
Balance at beginning Ofyear ¥ 216,993 ¥ 216,993 ¥ 216,993 $1,631,526
Balance at end of year .............. ¥ 216,993 ¥ 216,993 ¥ 216,993 $1,631,526
(Accumulated deficit) retained
earnings:
Balance at beginning of year .... ¥ 21,664 ¥ 6,628 ¥ 9,050 $ 162,887
Net (loss) income .................... (116,418) ¥ (116,418) 15,036 ¥ 15,036 2,060 ¥ 2,060 (875,323) $ (875,323)
Cash dividends ..........cccceeeenee - - (4,482) -
Balance at end of year .............. ¥ (94,754) ¥ 21,664 ¥ 6628 $ (712,436)
Accumulated other compre-
hensive loss (Note 12):
Balance at beginning of year .... ¥ (90,398) ¥ (93,357) ¥ (66,065) $ (679,684)
Effect of change in accounting
standard (Note 2) ..........coco..... 1,426 - 10,722
Unrealized gains (losses) on
investment securities, net of
reclassification (Note 3)........... 14,628 7,772 109,985
Currency translation adjust-
ments, net of reclassification ... 24,137 (34,347) 181,481
Unrealized losses on derivatives .. (2,141) - (16,098)
Minimum pension liability
adjustment (Note 9) ................ @7 (717) (203)
Other comprehensive income
(loss)’ net Oftax ...................... 38,023 38,023 2,959 (27,292) (27,292) 285,887 285,887
Comprehensive (loss) income.... ¥ (78,395) ¥ (25.232) $ (589,436)
Balance at end ofyear .............. ¥ 152,375) ¥ (90,398 ¥ (93,357 3 (393,797)
Cost of common stock in
treasury:
Balance at beginning of year .... ¥ @) ¥ @) ¥ - $ (8)
Treasury stock sold
(repurchased) ......cccceeeviiennnene Q) 1 @ (52)
Balance at end of year .............. ¥ (8) ¥ €] ¥ 2 $ (60)
Thousands of
U.S. dollars
Disclosure of reclassification Millions of yen (Note 1)
amount for the year ended: 2002 2001 2000 2002
Unrealized (losses) gains on
investment securities arising
during the period ......cc.c...... ¥ (23,755) ¥ (43,951) ¥ 34839 $ (178,609)
Less: reclassification adjustment
for losses (gains) included in
net (loss) income ... 38,383 6,383 (27,067) 288,594
Net unrealized gains (losses) ... ¥ 14,628 ¥ (37,568) ¥ 7772 $ 109,985
Currency translation adjust-
ments arising during period
- gains (loSSes) ..oovvreriuvienueennne ¥ 22,298 ¥ 13,683 ¥ (34,820) $ 167,654
Less: reclassification adjustment
for losses (gains) included in
net (loss) income ____________________ 1,839 (3,326) 473 13,827
Net currency translation
adjuStMEntSs .oeoevveeereeiiieieee ¥ 24,137 ¥ 10362 ¥ (34.347) $ 181481
Effect of change in accounting
Standard ................................. ¥ 1,426 ¥ - ¥ - $ 10,722
Unrealized losses on derivatives
arising during the period ....... (3,411) - - (25,647)
Less: reclassification adjustment
for losses included in net (loss)
INCOIMIE eeeiiiiiieieeeeaaiiiireeeeeeans 1,270 - - 9,549
Net unrealized losses on
derivatives .......ceeveeeneenneennne. ¥ 715 ¥ — ¥ — $ _ (5376)

See accompanying notes.

Marubeni Corporation 2002 49



CONSOLIDATED STATEMENTS OF CASH FLOWS
Marubeni Corporation
Years ended March 31, 2002, 2001 and 2000
Thousands of
U.S. dollars
Millions of yen (Note 1)
2002 2001 2000 2002
Operating activities
Net (0SS) TNCOME ....oovivieeieeieiieieieie et ¥ (116,418) ¥ 15,036 ¥ 2,060 $ (875,323)
Adjustments to reconcile net (loss) income to net cash provided by
operating activities:
Depreciation and amortization .............cceceeeeureiieieniieniieeenneens 71,052 69,914 59,807 534,226
Provision for doubtful accounts ............ccccoccieviiiiiiniiiiiniiins 43,936 37,916 25,655 330,346
Equity in losses (earnings) of affiliated companies, less dividends
FECEIVE ettt 31,647 (6,740) 1,665 237,947
Loss (gain) on investment securities 83,814 (2,318) (49,326) 630,180
Loss (gain) on property and equiPMeEnt ........ccceecueeerueeenveennuneens 43,636 (3,738) 4,782 328,090
Valuation losses on real estate INVENtOries ...........cccoceveeecuieenuneen. - - 21,447 -
Deferred INCOME tAXES ......c.eeeiiiiiiiiiieiiieniieie et (87,378) (13,258) (32,932) (656,977)
Changes in operating assets and liabilities:
Notes and accounts receivable .........ccoocivoiiiiiiiiiiniiienee, 291,263 64,461 174,861 2,189,947
INVENtOTIEs ....ovviiiiiiiiiii 35,970 20,495 45,359 270,451
Advance payments to suppliers and prepaid expenses and
Other CUTTENE ASSELS ....vevieiiiiiiiii ettt (58,369) 5,678 132 (438,865)
Prepaid pension COSE ......evuiiriiiiiitiieenieenieeeiee e (9,322) (84,507) - (70,090)
Notes, acceptances and accounts payable .........c.cceevceieniiiene (148,059) 55,801 (58,418) (1,113,226)
Advance payments received from customers and accrued and
other current liabilities 13,066 23,354 (42,304) 98,241
Income taxes....................... (162) (15,923) 19,086 (1,218)
OT et 3,780 13,134 12,827 28,421
Net cash provided by operating activities ..........cccovveervveeriieenneenn 198,456 179,305 184,701 1,492,150
Investing activities
Proceeds from sales and redemptions of securities and other
invest]‘nents 224,832 283,634 383,829 1,690,466
Purchases of securities and other InVestments ..........coceeevueeennneen. (158,546) (133,590) (201,968) (1,192,075)
Proceeds from sales of property and equipment and property leased
£O OLRETS Lottt 19,432 65,830 47,132 146,105
Purchases of property and equipment and property leased to others ..... (76,783) (95,430) (71,410) (577,316)
Collection of loans receivable ...........cccooiiiiiiiiii 114,806 148,999 231,471 863,203
Loans made to CUSTOIMIETS ........couiiiiiiiiiiiiiiieiie e (58,879) (56,724) (124,384) (442,699)
ORET 1ttt 9,642 (24,726) (7,664) 72,496
Net cash provided by investing activities ...........ccccoceeeviieriieennnen. 74,504 187,993 257,006 560,180
Financing activities
Net decrease in short-term loans... (29,498) (150,052) (531,110) (221,789)
Proceeds fron’l long—term debt ...... 509,708 374,323 743,908 3,832,391
Payments of long-term debt .......... (632,830) (680,791) (803,192) (4,758,120)
Cash dividends paid ......cocooeriiiiiiiiiiiic e - - (4,482) -
(Purchase) sale of treasury stock ... (5) 1 2 (38)
OhET .o 2,521 394 - 18,955
Net cash used in financing activities (150,104) (456,125) (594,878) (1,128,601)
Effect of exchange rate changes on cash and cash equivalents.... 13,975 13,330 (20,887) 105,075
Net increase (decrease) in cash and cash equivalents .............. 136,831 (75,497) (174,058) 1,028,804
Cash and cash equivalents at beginning of year 329,811 405,308 579,366 2,479,782
Cash and cash equivalents at end of year ............................. ¥ 466,642 ¥ 329,811 ¥ 405,308 _$ 3,508,586
Supplemental cash flow information:
Cash paid during the year for:
TEVEETESE ettt ettt ¥ 82,460 ¥ 108,358 ¥ 124,521 $ 620,000
INCOME LAXES ..oivvviiiiiiiiiiiiic 19,866 37,707 20,863 149,368
Non-cash investing activities:
Exchange of assets:
Fair value of assets received .....c.cevviiiniiiniiiiiiiciiceiceeeee 48,660 23,039 - 365,865
Carrying value of assets surrendered .........c.ccceevvuierniiieniniennn. 47,148 28,005 - 354,496
Contribution to joint venture (Note 4):
Carrying value of stocks received......... 25,495 - - 191,692
Carrying value of assets contributed 201,990 - - 1,518,722
Carrying value of liabilities contributed 176,495 - - 1,327,030

See accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Marubeni Corporation
Years ended March 31, 2002, 2001 and 2000

1. Basis of Financial Statements

Marubeni Corporation (the “Company”), a Japanese corpora-
tion, maintains its books and records and prepares its financial
statements in Japanese yen. The accompanying consolidated
financial statements differ from the non-consolidated financial
statements issued for domestic purposes in Japan. In addition to
consolidation, they reflect certain adjustments not recorded on
the Company’s books, which in the opinion of management are
appropriate to present the Company’s financial position, results
of operations, and cash flows in accordance with accounting
principles generally accepted in the United States of America.
The principal adjustments are: (1) recognition of installment
sales on the accrual basis, (2) foreign currency translation, (3)
recognition of the value ascribed to warrants, (4) accounting for

pension costs, (5) accounting for certain investments in debt and
marketable equity securities, (6) deferred gain on sales of
property for tax purposes, (7) accounting for impairment of
long-lived assets, and (8) accounting for derivative instruments
and hedging activities.

Certain reclassifications have been made in the 2001 and 2000
financial statements to conform to the presentation for 2002.

The translation of Japanese yen amounts into U.S. dollar
amounts for the year ended March 31, 2002 is included solely
for the convenience of readers outside of Japan and has been
made at ¥133 to $1, the exchange rate prevailing on March 29,
2002. The translation should not be construed as a representa-
tion that the Japanese yen amounts could be converted into U.S.
dollars at this or any other rate.

2. Significant Accounting Policies

Consolidation The consolidated financial statements of the
Company include the accounts of domestic and foreign subsid-
iaries (together, the “Companies”). Significant intercompany
transactions and accounts have been eliminated. When a
subsidiary sells stock to unrelated third parties, the Company’s
shareholdings in the subsidiary decreases while the price per
share increases or decreases, depending on the price of the new
stock issued. The Companies recognize such a change in the
price per share as a gain or loss at the time of the sale of stock.
Use of estimates The preparation of financial statements in
conformity with accounting principles generally accepted in the
United States of America requires management to make
estimates and assumptions that affect the amounts reported in
the financial statements and accompanying notes. Although the
actual results could differ from those estimates, management
does not believe that any differences would materially affect the
consolidated financial statements of the Company.

Cash equivalents The Company considers deposits in banks
and securities purchased under resale agreements with an
original maturity of three months or less to be cash equivalents.
Investment securities Management determines the appro-
priate classification of investment securities as either trading,
held-to-maturity or available-for-sale securities at the date of
purchase in accordance with Statement of Financial Accounting
Standards No. 115, “Accounting for Certain Investments in Debt and
Equity Securities.”

Trading securities  Trading securities are held for resale in
anticipation of short-term market movements. Trading securi-
ties, consisting primarily of marketable equity securities, are
stated at fair value. Gains and losses are included in (loss) gain
on investment securities.

Held-to-maturity securities Debt securities are classified as held-
to-maturity when the Companies have the positive intent and
ability to hold the securities to maturity. Held-to-maturity
securities are stated at amortized cost, adjusted for amortization
of premiums and accretion of discounts to maturity. Such
amortization and accretion are included in interest income.
Interest on securities classified as held-to-maturity is included in
interest income. Declines in fair value judged to be other than
temporary on held-to-maturity securities are included in (loss)
gain on investment securities.

Auvailable-for-sale securities Marketable equity securities not
classified as trading and debt securities not classified as trading or
held-to-maturity are classified as available-for-sale securities and
are carried at fair value, with the unrealized gains and losses, net
of taxes, reported in accumulated other comprehensive loss in
shareholders’ equity. The amortized cost of debt securities in
this category is adjusted for the amortization of premiums and

accretion of discounts to maturity. Such amortization and
accretion are included in interest income. Realized gains and
losses and declines in fair value judged to be other than tempo-
rary on available-for-sale securities are included in (loss) gain on
investment securities. The average cost of securities sold is used
in the determination of realized gains or losses. Interest and
dividends on investment securities classified as available-for-sale
are included in interest income and dividend income, respec-
tively.

Inventories Inventories, which primarily consist of com-
modities, merchandise and real estate held for sale, are stated at
the lower of cost (primarily specific or moving average cost) or
market (generally replacement cost). Inventories included real
estate for sale of ¥131,836 million ($991,248 thousand) and
¥144,790 million at March 31, 2002 and 2001, respectively.
Investments The Companies’ investments in affiliated
companies are stated at cost, adjusted for equity in their undis-
tributed earnings or accumulated losses since acquisition. Other
investments are stated at cost, adjusted for any declines in value
judged to be other than temporary.

Loans The Company applies the provisions of Statement of
Financial Accounting Standards No. 114, “Accounting by Creditors
for Impairment of a Loan”” (SFAS 114), which was amended by
Statement of Financial Accounting Standards No. 118, “Account-
ing by Creditors for Impairment of a Loan - Income Recognition and
Disclosure” (SFAS 118), for impaired loans. The allowance for
credit losses related to the loans that are identified for evaluation
is based on discounted cash flows using the loans’ initial effective
interest rate or the fair value of the collateral for certain
collateral dependent loans.

Cash received on impaired loans is either applied against the
principal of such loans or reported as interest income, based on
management’s judgment with regard to the collectibility of the
principal.

Leases The Company leases vessels, buildings and equipment
to customers and other third parties. Finance leases are included
in current and non-current accounts receivable in the consoli-
dated balance sheet. Operating leases are presented separately as
property leased to others in the consolidated balance sheet.
Depreciation Depreciation of property and equipment
(including property leased to others) is determined by the
declining-balance or the straight-line method at rates based on
the estimated useful lives of the respective assets, which are from
2 to 50 years.

Long-lived assets Long-lived assets held and used are written
down to the fair value of the assets if the sum of the expected
future cash flows is less than the carrying amount of the assets.
Long-lived assets to be disposed of are reported at the lower of
the carrying amount or fair value less cost to sell.
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Goodwill Goodwill is included in other assets, and is
amortized by the straight-line method over 5 to 40 years.
Trading transactions and revenue recognition The
trading transactions undertaken by the Companies take many
forms and consist of those in which the Companies act as
principal and those in which the Companies act as agent. In
agency transactions, payment for goods is made directly by the
purchaser to the supplier. The total volume of trading transac-
tions includes the sales value of all transactions in which the
Companies participate, regardless of the form of such transac-
tions. Gross trading profit principally consists of gross profit on
sales transactions and commissions on agency transactions.
Shipping and handling costs are included in the gross trading
profit.

In acting as principal, the Companies recognize gross trading
profit when the delivery conditions are met. These conditions
are considered to have been met when the goods are received by
the customers or titles to securities such as bills of lading are
transferred to the customers. In acting as agent, the Companies
recognize gross trading profit when contracted services are fully
rendered to the customers.

Other income (expenses) Other-net in other income
(expenses) includes losses incurred in liquidating subsidiaries and
affiliated companies of ¥16,669 million ($125,331 thousand),
¥9,233 million and ¥7,841 million for the years ended March
31,2002, 2001 and 2000, respectively.

Derivative instruments and hedging activities Effective
April 1, 2001, the Company adopted Statement No. 133 of
Financial Accounting Standards Board (FASB), “Accounting for
Derivative Instruments and Hedging Activities” (SFAS 133), as
amended. SFAS 133 requires the Company to recognize all
derivative instruments on the consolidated balance sheet at fair
value. Derivatives that are not hedges must be adjusted to fair
value through income. If the derivative is a hedge, depending

on the nature of the hedge, changes in the fair value of deriva-
tives will either be offset against the change in value of the
hedged assets, liabilities, or firm commitments through earnings
or recognized in other comprehensive income until the hedged
item is recognized in earnings. The ineffective portion of the
change in fair value of a hedge will be immediately recognized
in earnings. For derivative and non-derivative financial instru-
ments designated as hedging the foreign currency exposure of a
net investment in foreign subsidiaries and affiliates, the gain or
loss is reported in other comprehensive income as part of the
cumulative translation adjustment to the extent the hedges are
effective. The adoption of SFAS 133 did not have a significant
effect on the earnings of the Company as of April 1, 2001.
Gains and losses related to the hedge ineffective portion and
related to the portion of hedging instruments excluded from
assessment of hedge eftectiveness are included in other income
(expenses) - net. The Companies expect to reclassify ¥247
million ($1,857 thousand) of net losses on derivative instruments
from accumulated other comprehensive income to earnings
during the 12 months ending March 31, 2003, due to actual
export and import transactions or receipts and payments of
interest. The maximum length of time over which the Com-
pany is hedging its exposure to the variability in future cash
flows for forecasted transactions excluding those forecasted
transactions related to the payments of variable interest on
existing financial instruments is 13 months.

Earnings/loss per 100 shares of common stock The
computation of basic earnings or loss per 100 shares of common
stock is based on the weighted average number of shares of
common stock outstanding during the year. The computation
of diluted earnings or loss per share is based on the weighted
average number of shares of common stock outstanding plus any
potentially dilutive securities. For additional disclosures
regarding convertible debentures, refer to Note 7.

The following table sets forth the computation of basic and diluted earnings/loss per 100 shares:

Thousands of

Millions of yen U.S. dollars
2002 2001 2000 2002
Numerator:
Net (loss) income (numerator for basic (loss) earnings per 100
SHATES) .oveveveeeeieceee ettt ¥ (116,418) ¥ 15,036 ¥ 2,060 $ (875,323)
Effect of dilutive securities:
Convertible debentures .............cccvevvviieiiieieeeeeeeeee e - 407 - -
Numerator for diluted (loss) earnings per 100 shares .................. ¥ (116,418) ¥ 15,443 ¥ 2,060 $ (875,323)
Denominator:
Denominator for basic (loss) earnings per 100 shares - weighted
AVETAZE SHATES ..ttt 1,493,990,899 1,494,018,855 1,494,018,962
Effect of dilutive securities:
Convertible debentures .............cccveiviiieieiciieece e - 148,869,326 -
Denominator for diluted (loss) earnings per 100 shares - adjusted
weighted average shares and assumed conversions ..................... 1,493,990,899  1,642,888,181 1,494,018,962
Yen U.S. dollars
Basic (loss) earnings per 100 Shares .........ccccooievierierieiiienieneeienens ¥ (1,792) ¥ 1,006 ¥ 138 $  (58.59)
Diluted (loss) earnings per 100 shares ...........ccocceviiiiniiiiniiiinien. ¥ (1,792) ¥ 940 ¥ 138 (58.59)

The convertible debentures issued in 1986 and redeemed in
2001 with a rate of 2.1%, issued in 1988 and redeemed in 2000
with a rate of 2.0% and issued in 1996 with a rate of 0.85% were
dilutive for the year ended March 31,2001, and antidilutive for
the years ended March 31, 2002 and 2000.
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Recently issued accounting standards In June 2001, FASB
issued Statement No. 141, “Business Combinations” (SFAS 141),
and Statement No. 142, “Goodwill and Other Intangible Assets”
(SFAS 142). SFAS 141 requires that the purchase method of

accounting be used for all business combinations initiated after



June 30,2001. SFAS 141 also includes guidance on the initial
recognition and measurement of goodwill and other intangible
assets arising from business combinations completed after June
30,2001. SFAS 142 prohibits the amortization of goodwill and
intangible assets with indefinite useful lives. SFAS 142 requires
that these assets are reviewed for impairment at least annually.
Intangible assets with finite lives will continue to be amortized
over their estimated useful lives. Additionally, SFAS 142 requires
that goodwill included in the carrying value of equity method
investments no longer be amortized. The Company will test
goodwill for impairment using the two-step process prescribed
in SFAS 142. The first step is a screen for potential impairment,
while the second step measures the amount of the impairment, if
any. The Company will adopt SFAS 142 effective April 1, 2002,
however, the adoption of SFAS 142 is not expected to have a

financial positions.

or financial positions.

material effect on the Company’s statement of operations or

In August 2001, FASB issued Statement No. 144, “Accounting
for the Impairment or Disposal of Long-Lived Assets” (SFAS 144).
SFAS 144 addresses financial accounting and reporting for the
impairment or disposal of long-lived assets and supersedes
Statement No. 121, “Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to Be Disposed Of,” and the
accounting and reporting provisions of Accounting Principles
Board Opinion No. 30, “Reporting the Results of Operations for a
Disposal of a Segment of Business.” SFAS 144 is effective for years
beginning after December 15,2001, with earlier application
encouraged. The Company will adopt SFAS 144 effective April
1, 2002, however, the adoption of SFAS 144 is not expected to
have a material effect on the Company’s statement of operations

3. Marketable Equity Securities and Debt Securities

The following is a summary of available-for-sale securities and held-to-maturity securities at March 31,2002 and 2001:

Available-for-sale securities

Millions of yen
2002 2001
Gross Gross Estimated Gross Gross Estimated
Unrealized Unrealized Fair Unrealized  Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value
Current:
Corporate bonds ........ccccueeenee. ¥ 6,865 ¥ 463 ¥ (251) ¥ 7,077 ¥ 70512 ¥ 1243 ¥ (528) ¥ 71,227
Other debt securities ............... - - - - 147 - - 147
Total coveeeeeeee el ¥ 6,865 ¥ 463 ¥ (251) ¥ 7,077 ¥ 70,659 ¥ 1243 ¥ (528) ¥ 71,374
Non-current:
Corporate bonds ..........ccc.c..... ¥ 11,818 ¥ 486 ¥ 477)¥ 11,827 ¥ 75,121 ¥ 1,408 ¥ (20,989) ¥ 55,540
Other debt securities ............... 39 - () 38 1,254 238 - 1,492
Total debt securities ......... 11,857 486 (478) 11,865 76,375 1,646 (20,989) 57,032
Marketable equity securities ... 161,362 30,406 (27,284) 164,484 204,462 43,925 (43,973) 204,414
Total coveeeeiee el ¥ 173,219 ¥ 30,892 ¥ (27,762) ¥ 176,349 ¥ 280,837 ¥ 45,571 ¥ (64,962) ¥ 261,446
Current: Thousands of U.S. dollars
Corporate bonds ..........ccon.... $ 51,617 $ 3481 $ (1,887)$ 53,211
Non-current:
Corporate bonds ..................... $ 88857 $ 3,654 $ (3,586)% 88,925
Other debt securities ............... 293 - (8) 285
Total debt securities ......... 89,150 3,654 (3,594) 89,210
Marketable equity securities .... 1,213,248 228,617 (205,143) 1,236,722
Total .evvveeiiiieiiiiiieeeeee, $ 1,302,398 $ 232,271 $ (208,737) $1,325,932
Held-to-maturity securities
Millions of yen
2002 2001
Gross Gross Estimated Gross Gross Estimated
Unrealized Unrealized Fair Unrealized Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value
Current:
Corporate bonds ¥ 56,121 ¥ 1 ¥ (2)¥ 56,120 ¥ 15,647 ¥ 213 ¥ - ¥ 15,860
Other debt securities . - - - - 6 - - 6
Total ¥ 56,121 ¥ 1 ¥ (2) ¥ 56,120 ¥ 15,653 ¥ 213 ¥ — ¥ 15,866
Non-current:
Corporate bonds .........ccoecueee. ¥ 58,484 ¥ 22 ¥ (5,878)¥ 52,628 ¥ 132,035 ¥ 581 ¥ (2,563) ¥ 130,053
Other debt securities ............... - - - - 369 — — 369
Total coveeeeee el ¥ 58,484 ¥ 22 ¥ (5,878) ¥ 52,628 ¥ 132,404 ¥ 581 ¥ (2,563) ¥ 130,422
Current: Thousands of U.S. dollars
Corporate bonds ...........cc........ $ 421,962 $ 8 $ (15) $ 421,955
Non-current:
Corporate bonds .........ccccoenee. $ 439,729 $ 165 $ (44,195) $ 395,699
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In addition to the securities listed above, the Company held
trading securities of ¥751 million ($5,647 thousand) and ¥383
million, which are equal to their fair value, as of March 31, 2002
and 2001, respectively. The net unrealized holding loss and gain
on trading securities included in earnings for the years ended
March 31, 2002, 2001 and 2000 amounted to ¥75 million ($564
thousand) of a loss, ¥40 million of a loss and ¥1,804 million of a
gain, respectively.

The proceeds from sales of available-for-sale securities
amounted to ¥31,370 million ($235,865 thousand), ¥88,515
million and ¥170,931 million for the years ended March 31,
2002,2001 and 2000, respectively. Gross realized gains on sales
of available-for-sale securities totaled ¥13,274 million ($99,805
thousand),¥26,559 million and ¥54,531 million, and gross

realized losses totaled ¥2,892 million ($21,744 thousand),¥1,349
million and ¥8,927 million for the years ended March 31, 2002,
2001 and 2000, respectively.

At March 31, 2002, the Company wrote down certain
investment securities whose decline in value was considered to
be other than temporary to their fair value. These write-downs
amounted to ¥77,820 million ($585,113 thousand).

The amortized cost and estimated fair value of debt and
marketable equity securities at March 31, 2002 are summarized
by contractual maturity below. Expected maturities may differ
from contractual maturities because the issuers of certain
securities have the right to prepay obligations without prepay-
ment penalties.

Available-for-sale securities

Estimated Estimated
Cost Fair Value Cost Fair Value
Millions of yen Thousands of U.S. dollars
DUe 1N ONE YEAr OF 1E8S ..viiviiiiiiiiiieiieee et ¥ 3,044 ¥ 2,967 $ 22,887 $ 22,308
Due after one year through five years 10,054 10,096 75,594 75,910
DUE after fIVE YEATS ..oveviiiiiiiiiieii et 5,624 5,879 42,286 44,203
Total debt SeCUTItIEs ...oouvvviiiiii e 18,722 18,942 140,767 142,421
Marketable equity securities 161,362 164,484 1,213,248 1,236,722
TOTAL .t e e ¥ 180,084 ¥ 183,426 $ 1,354,015 $ 1,379,143
Held-to-maturity securities
Estimated Estimated
Cost Fair Value Cost Fair Value
Millions of yen Thousands of U.S. dollars
Due 1N 0ONe YEar OF 1E8S ..o.ooiiiiiiiiiiieiieit ettt ¥ 56,121 ¥ 56,120 $ 421,962 $ 421,955
Due after one year through five years.......... 42,827 38,648 322,008 290,586
Due after five years .........ccoocveveiennne. 15,657 13,980 117,723 105,113
TOTAL c.tete et a e ¥ 114,605 ¥ 108,748 $ 861,693 $ 817,654

4. Affiliated Companies

Investments in and amounts due from affiliated companies at March 31, 2002 and 2001 consisted of the following:

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
Capital INVESTITIEIIES ..uvtireiriiietteiteit ettt ettt sttt ettt ettt ebe ettt et eseeaeenees ¥ 220,829 ¥ 202,144 $ 1,660,368
LoNg-term TECEIVADIES ... o..iiiiiiieii ittt 63,115 87,431 474,549
¥ 283,944 ¥ 289,575 $ 2,134,917

The financial information of affiliated companies at March 31,2002 and 2001 and for the years ended March 31, 2002, 2001 and

2000, is summarized as follows:

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
TOLAL ASSCLS ..ot et ¥ 4,268,927 ¥ 3,037,328 $32,097,195
TOtal HADIIEIES ...vevvvieeeiiee ettt ettt ettt 3,686,526 2,700,365 27,718,240
INEE ASSEES .vveeeeeeeeeeeeeeeeteeeeeeeeeseeeeeeeeseeeeseeeaeeeaseeeateeeaseeeaeeeaeeerseeenseeeneeeeneeeereeeaeeaaeean ¥ 582,401 ¥ 336,963 $ 4,378,955
Thousands of
Millions of yen U.S. dollars
2002 2001 2000 2002
INEE SALES ..o ¥ 4,552,961 ¥ 3,084,618 ¥ 2,188,986 $34,232,789
NEE IICOIMIE e 2,425 43,169 9,112 18,233

The Company’s sales to and purchases from aftiliated companies for the years ended March 31, 2002, 2001 and 2000 were as follows:

Thousands of

Millions of yen U.S. dollars
2002 2001 2000 2002
SALES e ¥ 421,275 ¥ 445241 ¥ 388,030 $ 3,167,481
PUICRASES e 555,948 608,587 624,282 4,180,060
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The unamortized balances of the difference between the cost
of the investments in affiliated companies and the Company’s
equity in the net assets at the dates of acquisition amounted to
¥12,446 million of an excess at March 31, 2001. The difference
was not significant at March 31, 2002.

Certain investments in the common stock of affiliated
companies are marketable equity securities, which have carrying
values of ¥26,151 million ($196,624 thousand) and ¥11,874
million at March 31,2002 and 2001, respectively, with

corresponding aggregate quoted market values of ¥21,583
million ($162,278 thousand) and ¥21,583 million.

The Company and Itochu Corporation integrated their iron
and steel product operations into a new company, Marubeni-
Itochu Steel Inc. as of October 1,2001. The Company’s 50%
interest in this venture was recorded at the net book value of the
assets and liabilities transferred amounting to ¥25,495 ($191,692
thousand).

5. Allowance for Doubtful Accounts

The changes in the allowance for doubtful accounts are summarized as follows:

Thousands of

Millions of yen U.S. dollars
2002 2001 2000 2002
Balance at beginning of year ¥ 129,726 ¥ 142,012 ¥ 129,462 $ 975,383
Provision oeeeeeeeeeeeeeeeeeeeeeenn. 43,936 37,916 25,655 330,346
Charge-offs .......... (19,538) (51,304) (10,844) (146,903)
Other ovvveeererererennn. (4,570) 1,102 (2,261) (34,361)
Balance at end of year ¥ 149554 ¥ 129,726 ¥ 142,012 $ 1,124,465

At March 31,2002 and 2001, the recorded investments in
loans that are considered to be impaired under SFAS 114 were
¥307,602 million ($2,312,797 thousand) and ¥240,123 million,
respectively, and the allowance for credit losses related to those
loans were ¥130,990 million ($984,887 thousand) and ¥108,240
million, respectively. The recorded investment in the impaired
loans, net of the valuation allowance, is either secured by

collateral or believed to be collectible. The average recorded
investments in impaired loans were ¥269,583 million
($2,026,940 thousand), ¥214,609 million and ¥148,432 million
for the years ended March 31,2002, 2001 and 2000, respectively.
The Companies generally recognize interest income on im-
paired loans on a cash basis, which was not significant for the
years ended March 31, 2002, 2001 and 2000.

6. Long-Lived Assets

Due to decreases in expected future cash flows below their
carrying amounts, the Company and certain of its subsidiaries
recognized impairment losses primarily on their commercial and
residential real estate leased to others in the total amount of

¥41,835 million ($314,549 thousand), which is included in (loss)
gain on property and equipment on the consolidated statement

of operations, for the year ended March 31,2002. The segment

affected by the impairment losses is primarily development and

construction.

7. Pledged Assets

The following table summarizes assets pledged as collateral for the Company’s obligations at March 31, 2002 and 2001:

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
THME AEPOSIES +nvrvteieeieteett ettt ettt ettt ettt e et et esteseeseesteseesseas e e st ent et ese et e s eseensenes ¥ 1,419 ¥ 1,124 $ 10,669
Investment securities, securities and other INVEStIENTS «.........oevueeeeeeeeeeeeeeeeeeeeeeeeeens 164,106 102,046 1,233,880
Notes, loans and accounts receivable - trade (current and non-current) ... 37,080 53,859 278,797
TILVEIIEOTIES .ttt ettt ettt ettt ettt et ettt e sttt eee sttt eee st et ee e ea e en e st ettt et eneeneeneanes 28,184 30,798 211,910
Property leased to others, net of accumulated depreciation .........c.ccccecveererenerieeennae 19,794 22,034 148,827
Property and equipment, net of accumulated depreciation 177,209 60,062 1,332,398
OFIET ASSEES ..ttt ettt et ettt et ettt sttt et e 8,682 - 65,278
¥ 436,474 ¥ 269,923 $ 3,281,759
The obligations secured by such collateral were as follows:
Thousands of
Millions of yen U.S. dollars
2002 2001 2002
ShOTEEITI LOANS ..ttt ¥ 26,641 ¥ 26,922 $ 200,308
Long-termm debt ....cc..oiiiiiiiiiiiiiii e 116,114 82,919 873,038
FINancial GUATANTEES ...ccoueieruiiiiiiiiiie ettt ettt ettt 24,794 - 186,421
GUATANTEES OF CONMEIACES, CEC. ©.veiiiiieieeeeieee e e e e et e e e e e e e e e e e e eeaee e 8,174 23,667 61,459
¥ 175,723 ¥ 133,508 $ 1,321,226

In addition, acceptances payable at March 31, 2002 and 2001
were secured by trust receipts on inventories, the standard terms
of which provide that the proceeds from the sales of any such
collateral be delivered to the respective bank to be applied

against outstanding acceptances. However, the Company has, in
general, followed the practice of paying acceptances on their
maturity dates. Given the substantial volume of the Company’s
transactions, it would not be practicable to determine the total
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amount of inventories and/or proceeds from the sales of such
inventories covered by outstanding trust receipts.

As is customary in Japan, security, if requested by a lending
bank, must be given and the bank has the right to offset cash
deposited with it against any debt or obligations that become

due and, in the case of default or certain other specified events,
against all debt payable to the bank. To date, no such request has
been made to the Company and no such rights have been
exercised.

8. Short-Term Loans and Long-Term Debt
Short-term loans at March 31, 2002 and 2001 consisted of:

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
Short-term loans from banks and others ............cccoiiiiiiiii e ¥ 719,254 ¥ 789,567 $ 5,407,925
COMMETCIAl PAPET ettt ettt ettt - 46,096

¥ 719,254 ¥ 835,663 $ 5,407,925

The weighted average interest rates on short-term loans outstanding at March 31, 2002 and 2001 were 0.60% and 0.67%, respectively.

Long-term debt at March 31,2002 and 2001 consisted of:

Thousands of

Millions of yen U.S. dollars
2002 2001 2002

4.0% reverse dual currency notes due 2005 ¥ 16,491 ¥ 18,800 $ 123,992
2.8% notes due 2002.... 37,500 38,100 281,955
2.5% notes due 2001 .... - 18,500 -
3.0% NOtES AUE 2002 ....iiiiiieiiieiie ettt ettt ettt e ettt e et et etaeetaeeaaeeaae s 10,000 10,000 75,188
1.4% 1n0tes dUE 2007 ...oeeieeieieeeeeeeee e - 5,000 -
1.7% notes due 2001 .... - 5,000 —
1.7% N0tes dUE 2001 1..vivviiiiieiieiie ettt ettt ettt ettt ens - 6,000 -
1.85% notes due 2001 ....oeeeeeeeieeeeeeee e - 7,000 -
2.0% notes due 2002.... 30,000 30,000 225,564
2.0% notes due 2003 14,500 15,000 109,023
2.0% notes due 2003 39,541 45,000 297,301
2.12% notes due 2004 .. 4,900 5,000 36,842
1.6% notes due 2002 32,137 34,900 241,632
2.0% notes due 2003 10,594 12,500 79,654
2.0% notes due 2003 .... 18,878 22,000 141,940
2.5% notes due 2004 9,700 10,000 72,932
2.3% notes due 2004 7,900 8,000 59,398
1.5% notes due 2002.... 14,100 15,000 106,015
2.0% notes due 2003 28,200 30,000 212,030
2.0% notes due 2003 23,119 25,000 173,827
2.0% notes due 2003 .... 4,600 5,000 34,586
2.37% N0tes dUE 2004 ....oovviiiiieeiieii ettt 4,700 7,000 35,338
2.13% n0otes dUE 2005 .. ..oeiiiiee e 8,000 8,000 60,150
1.52% notes due 2004 .........coovviieeriiieeeiieeee. 11,300 12,000 84,962
1.75% notes due 2008 with prepayment options... 5,000 5,000 37,594
1.2% notes due 2004 .......owemeeeeeeeeeeeeeeeeeeeeeee 8,700 10,000 65,414
1.48% notes due 2006 ........c.cccveeeeerieiiieiieeeeeeee e 4,200 - 31,579
1.15% notes due 2005 ......cc.eoveerierrieieeieeieeie e 37,047 - 278,549
1.27% notes due 20006 .....oeeeeeeeeeeeeeeeeeeeeeeee el 10,000 - 75,188
1.13% 1n0tes dUe 2006 .....eeeeeeeeeeeeeee e 28,100 - 211,278
0.81% notes due 2004 .......c.ooovrvieiiieiieieeiieeie e 28,100 - 211,278
LIBOR + 0.73% notes due 2007 ...ceveeeeeeeeeeeeen. 18,484 — 138,977
2.1% convertible debentures due 2001 ..........ccceeeennes - 588 -
0.85% convertible debentures due 2006 ..........ccocoiieriirrieiiieiiecieeeie e 68,890 78,765 517,970
Medium-term notes due from 2001 to 2007 principally at rates from 0.1% to 8.1%

OF AL fLOATINE TALES .vvevieeieiieiieiieei ettt ettt ettt et ne e neens 153,098 210,004 1,151,113
Loans from government-owned banks and government agencies:

Secured, due serially through 2016 principally at rates from 1.1% to 6.7% ............. 77,909 38,998 585,782

Unsecured, due serially through 2016 principally at rates from 0.3% to 4.8%......... 86,998 177,675 654,120
Loans principally from banks and insurance companies:

Secured, due serially through 2009 principally at rates from 1.5% to 8.0% ............. 38,205 43,921 287,256

Unsecured, due serially through 2017 principally at rates from 0.2% to 8.4%......... 1,556,992 1,618,942 11,706,707
ORET oottt ettt ettt ereeae s 128,619 92,938 967,062

2,576,502 2,669,631 19,372,196
LESS CUITENE POTTION 1..vteiieiieeieteete ettt ete et eteetseseeseeeeessessassessensensesteseeseeseeseeaeeneas 528,048 475,842 3,970,286
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¥ 2,048,454 ¥ 2,193,789 $15,401,910




To hedge against exposure related to the payment of interest
and the repayment of the principal of certain short-term loans
and long-term debt denominated in foreign currencies, the
Company and certain of its subsidiaries enter into foreign
exchange contracts.

To hedge against exposure to changes in interest rates and
foreign currency exchange rates, the Company and certain of its
subsidiaries enter into several interest rate swap agreements,
including interest rate and currency swap agreements. The
interest rate swap agreements primarily change the fixed interest
rates on the principal of certain short-term loans and long-term

Long-term debt subsequent to March 31, 2002 matures as follows:

debt into floating interest rates. The floating interest rates are, in
general, based upon the six-month or three-month LIBOR
(London Interbank Offered Rate). The interest rate swap
agreements are to remain in effect through the maturity dates of
the short-term loans and long-term debt.

The indentures covering the 0.85% convertible debentures
due 2006 issued in November 1996 provide that (1) the holders
may convert the debentures into shares of common stock at the
conversion price of ¥539 ($4.05), and (2) the debentures are
redeemable at the option of the Company at prices ranging from
100% to 103% of the principal amounts after March 31, 2002.

Thousands of

Year ending March 31 Millions of yen U.S. dollars
¥ 528,048 $ 3,970,286
524,854 3,946,271
355,198 2,670,662
388,887 2,923,962
2007 ettt e e e e et e e e e e e aaeaaaaaeaaas 209,755 1,577,105
Thereafter ...oouvvveieiiieeiiiie e 569,760 4,283,910

Certain agreements provide that earlier repayment may be
required if, in the judgment of the lenders, the Company has
achieved higher than expected earnings or received sufficient
proceeds from the issuance of common stock or debentures to
repay its loans. To date, none of the lenders has made such a
request.

Certain of the long-term debt agreements stipulate, among
other things, that the Company, upon request, submit for the
lenders’ approval the proposed appropriations of income,
including dividends, before such appropriations can be submit-
ted to the shareholders. The Company has never received such a
request.

9. Employees’ Retirement Benefits

The Company and certain of its subsidiaries have unfunded
lump-sum retirement plans which, in general, cover all employ-
ees other than directors. In addition, the Company and certain
of its subsidiaries have contributory and non-contributory
funded pension plans with independent trustees covering
eligible employees. Under the terms of the lump-sum retire-
ment plans, eligible employees are entitled under most circum-
stances, upon mandatory retirement or earlier voluntary
severance, to indemnities based on their compensation as of the
date of severance and years of service.

Effective April 1, 1991, the Company amended its contribu-
tory funded pension plan to combine the plan with the pension
benefits normally provided under the Welfare Pension Insurance
Law of Japan. The combined welfare pension plan, in general,
covers all employees and provides for pension payments for life
commencing at age 60 or lump-sum payments upon severance.

At retirement, the Company’s employees are entitled to
benefits from both the lump-sum retirement plan and the
combined welfare pension plan. A larger portion of the total
benefits is paid from the combined welfare pension plan than
from the lump-sum retirement plan.

The Company contributes to the combined welfare plan
amounts which are determined by independent actuaries. The
plan assets primarily consist of Japanese government bonds,
corporate bonds and marketable equity securities.

During the years ended March 31,2002 and 2001, the
Company contributed ¥5,000 million ($37,594 thousand) and
¥95,000 million of cash, respectively, to a trust which was
established to provide pension benefits and is legally segregated
from the Company. This contribution was made to improve the
funding of the benefit plans.
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The reconciliation of beginning and ending balances of the projected benefit obligation and plan assets, and the funded status of the
Company’s and certain subsidiaries’ plans are as follows:

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
Change in projected benefit obligation
Projected benefit obligation at beginning of year ...........cocoeviiiiiieniriieieieieenane ¥ 248,238 ¥ 242,538 $ 1,866,451
Service cost 10,165 10,375 76,429
Interest cost 7,380 7,197 55,489
Actuarial losses 2,066 2,165 15,534
Foreign currency exchange rate changes..........ocoooioieiiniiiiieiee e 1,599 1,075 12,023
Benefits paid (17,511) (13,427) (131,662)
Plan amendment... 281 (1,685) 2,112
Projected benefit obligation at end of 252,218 248,238 1,896,376
Change in plan assets
Fair value of plan assets at beginning of year ........ccoccccevviieniiiiiiiiiniieeniieciecee. 227,623 136,533 1,711,451
Actual return on plan assets .........ccoceereirerenennn (8,077) (11,523) (60,729)
Foreign currency exchange rate changes 1,567 1,122 11,782
Employees’ contributions ..............c......... 787 899 5,917
Employer’s contribution ... 15,887 108,262 119,451
Benefits paid ......ocooveiiiiiiiei (8,897) (7,670) (66,894)
Fair value of plan assets at end of year 228,890 227,623 1,720,978
FUNAEA SEALUS ..ttt ettt sttt as (23,328) (20,615) (175,398)
Unrecognized net transition obligation being recognized over 15 years ............... 1,243 1,865 9,346
Unrecognized Prior SETVICE COSE ....eurauirtiriariatiiatitenieseateneeseaseseeseseeseeneseeseeseaseneaees 5,123 5,430 38,519
UnNTreco@nized NEt LOSS ....oiiiiiiiiiiiieti ettt 101,135 86,841 760,413
Net AmMOUNE TECOTMZEM ...vvvruiiiiiitiiteeie ettt ettt ettt eee et eneenes ¥ 84,173 ¥ 73,521 $ 632,880
Amounts recognized in the consolidated balance sheet consist of:
Prepaid Denefit COSt = CUTENT ..ouviiiieiiiieiieiieieieee e ¥ 859 ¥ 574 $ 6,459
Prepaid benefit COSt — NOMCUITENE ..v.vvvieuieiiieiie et 93,829 84,507 705,481
Accrued benefit Hability ..........ccoooiiiiiiiiiiiiiii i (12,893) (13,960) (96,940)
INtangible aSSELS ...vervirviriiriiieiitieieeie et 1,999 2,067 15,030
Accumulated other comprehensive income, gross of tax 379 333 2,850
Net amouNt rECOZMIZEM ..uuiiuiiiiiiiit ittt ettt ettt ettt e e e ¥ 84,173 ¥ 73,521 $ 632,880

The components of net pension expense of the Company’s and certain subsidiaries’ plans for the years ended March 31,2002, 2001
and 2000 were as follows:
Thousands of

Millions of yen U.S. dollars
2002 2001 2000 2002
Service cost - benefits earned during the year...........cccccevvinenennenns ¥ 10,165 ¥ 10,375 ¥ 11,835  $ 76,429
Interest cost on projected benefit obligation ........cceceveverieieriennnne 7,380 7,197 7,193 55,489
Expected return on plan assets ..........occocevoeriieiiinieiienee e (7,579) (4,882) (4,430) (56,985)
Net amortization and deferrals . 5,227 5,434 4,816 39,301
Employees’ CONLriDULIONS ...v.vevveiiveeiiiiieiieieieie e (787) (899) (952) (5,918)
INEt PENSION EXPENSE ..vievirieriarienienieteeeeeteeteeteeteeseeseeseessaneessesesenas ¥ 14,406 ¥ 17,225 ¥ 18,462 $ 108,316

The aggregate projected benefit obligation and aggregate fair value of plan assets for pension plans with projected benefit obligations

in excess of plan assets are as follows:
Thousands of

Millions of yen U.S. dollars
2002 2001 2002
Aggregate projected benefit ObZation .......coiiiiieiiiiiiii e ¥ 251,830 ¥ 239,457 $ 1,893,459
Aggregate fair value of Plan aSSELS .....cc.ovvieuiriiiieiieiiiee ettt 228,375 218,078 1,717,105
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The aggregate accumulated benefit obligation and aggregate fair value of plan assets for pension plans with accumulated benefit

obligations in excess of plan assets are as follows:

Thousands of

Aggregate accumulated benefit obligation .............ccccoooeiiiiiiniin.
Aggregate fair value of plan assets ............cccoooiviiiiiiiiiiiiii

Millions of yen U.S. dollars
2002 2001 2002
......................... ¥ 30,635 ¥ 25,189 $ 230,338
......................... 17,742 11,229 133,398

The discount rates and weighted average rates of increases in future salary levels used in determining the actuarial present value of the
projected benefit obligation and the expected long-term rates of return on plan assets for the years ended March 31,2002, 2001 and

2000 were as follows:

2002 2001 2000
IDHISCOUNE TALES ...ttt ettt et ett et ettt st ete st eteeseees s s essesees e ess et es s essessessessessessens et e s ensense s eeseseesseneeneenas 3.0% 3.0% 3.0%
Weighted average rates of increases in future salary levels ... 3.3% 3.4% 3.2%
Expected long-term rates of return on plan assets ........c.ceeeeervernenn 3.0% 3.5% 3.5%

10. Income Taxes

The significant components of deferred tax assets and deferred tax liabilities at March 31,2002 and 2001 were as follows:

Thousands of

Deferred tax assets:

Allowance for doubtful accounts ..........ccccevveiiiiiiiiiiiiiiiiiiiieeeeee,

Inventories

INVEStMENT SECUTILIES ...evviiiiiiiiiiiiiiiiiie et
Employees’ retirement benefits ...........cccevvveeriiiniiiiiiiiiniicenieenieens

Unrealized profit .........ccccceeecvennenne.
Investments in affiliated companies....
Foreign currency .........cccoeeeeeeveeeeenns
Net operating loss carryforwards ...
Other ..o
Total deferred tax assets...
Valuation allowance .................
Net deferred tax assets

Deferred tax liabilities:
Property and equipment
Undistributed earnings.........

Oher o oo
Total deferred tax labilities ...........cooooiiiiiiiiiiiiiiiiiiiee e
Net deferred tax assets ........ccoeeevviiiieeeeeiiiiiiiieeeeeeeeeiieee e e e e e e eeianees

The net changes in the valuation allowance for deferred tax
assets were ¥22,526 million ($169,368 thousand) of increase and
¥6,979 million of decrease for the years ended March 31,2002
and 2001, respectively.

At March 31, 2002, certain of the Company’s subsidiaries have
net operating loss carryforwards of ¥86,778 million ($652,466
thousand), of which ¥64,548 million ($485,323 thousand) will

Millions of yen U.S. dollars
2002 2001 2002
......................... ¥ 101,365 ¥ = 38,506 $ 762,143
6,924 7,786 52,060
......................... 37,748 6,588 283,820
......................... 6,432 7,464 48,361
14,999 18,722 112,774
32,332 19,086 243,098
— 78 —
29,149 29,367 219,165
17,266 13,750 129,820
246,215 141,347 1,851,241
(45,371) (22,845) (341,136)
200,844 118,502 1,510,105
11,440 14,155 86,015
2,797 2,073 21,030
......................... 6,844 6,975 51,458
......................... 21,081 23,203 158,503
......................... ¥ 179,763 ¥ 95,299 $ 1,351,602

expire through 2021, and ¥22,230 million ($167,143 thousand)
has no expiration date.

Realization is dependent on the Company generating
sufficient taxable income or the Company executing certain
available tax strategies. Although realization is not assured,
management believes it is more likely than not that the net
deferred tax assets will be realized.
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Taxes on income applicable to the Company would normally result in a statutory tax rate of approximately 42%. A reconciliation of
the statutory income tax rate to the effective income tax rates expressed as a percentage of (loss) income before income taxes and equity

in (losses) earnings of affiliated companies is as follows:

2002 2001 2000
SEALULOTY INCOIMIE EAX TALE .eovtteeietieteente et eteeette bt et e et enteeaeeeteeese e bt enteaneeeseeeneeaneenaeenee (42.0)% 42.0% 42.0%
Tax effect of Subsidiaries’ OPErationS ... .eiierieriertiriiriieieie et 11.7 88.0 145.6
Tax effect of permanent differences .........cooiviiiiiiiiiiieiiet et 0.2 3.4 (42.6)
Difference in tax rates of foreign subsidiaries .............ccocovoiiiiiiiiiiiiiiiicieieceee (0.8) (31.5) (28.2)
Tax effect on undistributed earnings of subsidiaries and other (12.8) 18.6 19.4
ORET o 2.7 7.0 (6.7)
EffeCtiVe INCOMIE tAX TALES ©ovviivvierieieiseeseesteeeteeteeeteeeaeeseesseesseeteeeseesseeseenseeseeeasesneeseens (41.00% 127.5% 129.5%

Total income taxes recognized for the years ended March 31, 2002, 2001 and 2000 are applicable to the following:

Thousands of

Millions of yen U.S. dollars
2002 2001 2000 2002
(Loss) income before income taxes and equity in (losses) earnings of
affiliated COMPANIES ....oouiiiiiiiiiiiiiiiccee e ¥ (67,674) ¥ 8,526 ¥ 7,017 $ (508,827)
Equity in (losses) earnings of affiliated companies ...............c.ccoeeuennee. (8,404) (1,064) (298) (63,188)
Other comprehensive income 10,693 1,570 299 80,398
Total INCOIME TAXES ..oiiiiiiiee it ¥ (65,385) ¥ 9,032 ¥ 7,018 $ (491,617)

No provision has been made for Japanese income taxes on the
undistributed earnings of the Company’s domestic subsidiaries
earned prior to March 31, 1993 or on the undistributed earnings
of the Company’s foreign subsidiaries which amounted to
¥86,646 million ($651,474 thousand) and ¥81,040 million at

March 31,2002 and 2001, respectively. The Company considers
such earnings to be permanently invested. Determination of the
amount of the related unrecognized deferred income tax liability
is not practicable.

11. Shareholders’ Equity

On October 1, 2001, an amendment (the “Amendment”) to
the Japanese Commercial Code (the “JCC”) became effective.
The Amendment eliminates the stated par value of the
Company’s outstanding shares which results in all outstanding
shares having no par value as of October 1,2001. Before the
Amendment, the Company’s shares had a par value of ¥50 per
share.

The Amendment requires that an amount equal to at least
10% of cash dividends and other distributions from retained
earnings paid by the Company be appropriated as a legal reserve
to the extent that the total amount of additional paid-in capital
and the legal reserve equals 25% of the common stock while the
JCC before the Amendment required to do so to the extent that
the legal reserve equals 25% of the common stock. The
Amendment also provides that to the extent that the sum of the
additional paid-in capital and the legal reserve exceed 25% of
the common stock, the amount of the excess, if any, is available
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for appropriations by the resolution of the shareholders pre-
scribed by the JCC.

The amounts of additional paid-in capital and legal reserve of
the Company were ¥186,707 million ($1,403,812 thousand) and
¥18,843 million ($141,677 thousand) at March 31, 2002,
respectively.

At the conversion price, 127,810,761 shares of common stock
were reserved at March 31, 2002 for conversion of the 0.85%
convertible debentures issued in 1996.

The amount of retained earnings available for dividends under
the Commercial Code is based on the amount recorded on the
Company’s books maintained in accordance with Japanese
accounting practices. The adjustments included in the accompa-
nying consolidated financial statements but not recorded on the
books, as explained in Note 1, have no effect on the determina-
tion of retained earnings available for dividends under the
Commercial Code.



12. Other Comprehensive Income (Loss)

The amount of income tax expense or benefit allocated to each component of other comprehensive income (loss) for the years ended
March 31,2002, 2001 and 2000 was as follows:
Millions of yen

Before-tax Tax (expense) Net-of-tax
amount or benefit amount
2002
Unrealized losses on investment securities arising during period .............coceciiiiiiiiinicnncnn. ¥ (40,891) ¥ 17,136 ¥ (23,755)
Less: reclassification adjustments for losses included in net loss 66,100 (27,717) 38,383
Net unrealized GaINS ........ccoioiiiiiiiiiiiii ittt 25,209 (10,581) 14,628
Currency translation adjustments arising during period ............ccccooiiviiiiiiiiiiiiiiiicc e 22,766 (468) 22,298
Less: reclassification adjustments for losses included in net 10s .......cocoeviiniiiniiiniinie 2,826 (987) 1,839
Net currency translation adjUSTITEIIES ........c.oouiiiiiuiiiiiiitc ittt 25,592 (1,455) 24,137
Effect of change in accounting standard ..............ccooiiiiiiiiiiiii e 2,477 (1,051) 1,426
Unrealized losses on derivatives arising during the period ..............ccccooiiiiiiiiiiiie (6,711) 3,300 (3,411)
Less: reclassification adjustment for losses included in net loss 2,195 (925) 1,270
Net unrealized losses on derivatives .............ccccccooceeviiiiiennnns (2,039) 1,324 (715)
Minimum pension liability adjustment ... (46) 19 (27)
Other comprehensive income ¥ 48,716 ¥ (10,693) ¥ 38,023
Thousands of U.S. dollars
Before-tax Tax (expense) Net-of-tax
amount or benefit amount
2002
Unrealized losses on investment securities arising during period ...........occoevveieininienenenennnn $ (307,451) $ 128,842 $  (178,609)
Less: reclassification adjustments for losses included in net 10ss .......oocveviiiiiiiiiiniiniie 496,992 (208,398) 288,594
Net unrealized GaINS ........cc.ooiiiiiiiiiiii e 189,541 (79,556) 109,985
Currency translation adjustments arising during period ............ccccooiiiiiiiiiiiiiiiiic e, 171,173 (3,519) 167,654
Less: reclassification adjustments for losses included in net loss .. 21,248 (7,421) 13,827
Net currency translation adjUSHITEIIES ........o.eiuiiiuiiuiiiiii it 192,421 (10,940) 181,481
Effect of change in accounting standard .............cccoooiiiiiiiiiiiiii e 18,624 (7,902) 10,722
Unrealized losses on derivatives arising during the period .........c.ccocciriiiiiiiiiiiiniceen (50,459) 24,812 (25,647)
Less: reclassification adjustment for losses included in net 1oss .........cc.cocoiiiiiiiiiiiniiiiicne. 16,504 (6,955) 9,549
Net unrealized losses 0n derivatives ............ccoccoiiiiiiiiiiiiiii e (15,331) 9,955 (5,376)
Minimum pension liability adjuStment ...........c.coiviiiiiiiiiiiiiii e (346) 143 (203)
Other COMPIENENSIVE TNCOMIE ...viviuiiieieiiiieiiiet ettt ettt ee e $ 366,285 $ (80,398) $ 285,887
Millions of yen
Before-tax Tax (expense) Net-of-tax
amount or benefit amount
2001
Unrealized losses on investment securities arising during period ...........cccooeveiiiiiiniiinicnnnn. ¥ (74,870) ¥ 30,919 ¥ (43,951)
Less: reclassification adjustments for losses included in net income .........ccccevviiiiiiiiiiincnnenn. 11,121 (4.738) 6,383
Net UNTEAlZEd LOSSES .oviuiiiiiiiiiiiti ettt ettt (63,749) 26,181 (37,568)
Currency translation adjustments arising during Period ..........ococerrerircininiireceee e 13,958 (270) 13,688
Less: reclassification adjustments for gains included in net income............cccoccoooiiiiniiiiinn. (3.259) (67) (3.326)
Net currency translation adjuStMEnts ...........c.ciiiiiuiuiiiiiiiieieicieeece et 10,699 (337) 10,362
Minimum pension liability adjustment .............ccccoiiiiiiiiiiiii e 57,579 (27,414) 30,165
Other cOMPrehenSIVE TNCOMIE ...ttt ettt ¥ 4.529 ¥ (1,570) ¥ 2,959
Millions of yen
Before-tax Tax (expense) Net-of-tax
amount or benefit amount
2000
Unrealized gains on investment securities arising during period..........cccoooveiiieiiiiniiiniccnieenn. ¥ 57,935 ¥ (23,096) ¥ 34,839
Less: reclassification adjustments for gains included in net income ..........cccooociiiiniiieinncnnn. (45,604) 18,537 (27,067)
INet UNTEANZEA ZAINS ...ttt ettt ettt ettt ettt b et ese e ese e enens 12,331 (4,559) 7,772
Currency translation adjustments arising during period ...........ccccooviiiiiiiiiiiiiiii e (38,827) 4,007 (34,820)
Less: reclassification adjustments for losses included in net iNCOME ....vvvviveeirieririciieieieieciiennas 740 (267) 473
Net currency translation adjUSEIENES .........cooutiueiitiueiatietet ettt ettt ettt (38,087) 3,740 (34,347)
Minimum pension liability adjuStment ...........cocerviiiiiiiiiiiii e (1,237) 520 (717)
Other cOmPreRensive 1088 ..........o.ciiiiiiiiiiiiiciieeec e ¥ (26,993) ¥ (299) ¥ (27,292)
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The accumulated balance of each component of accumulated other comprehensive loss at March 31,2002, 2001 and 2000 was as

follows: Millions of yen
Unrealized Minimum Accumulated
gains (losses) Currency Unrealized pension other
on investment translation losses on liability comprehensive
securities adjustments derivatives adjustment losses
Balance at March 31,1999 .....cccooiiiiiiiiiiiiiiieeeee e, ¥ 15,554 ¥ (51,978) ¥ - ¥ (29,641) ¥ (66,065)
Change in the period 7,772 (34,347) - (717) (27,292)
Balance at March 31,2000 ......ccccoooiiiiiiiieiieieeceeeee, 23,326 (86,325) - (30,358) (93,357)
Change in the period ........ccoociiiiiiiiiiiiiicieeee, (37,568) 10,362 - 30,165 2,959
Balance at March 31,2001 ....... (14,242) (75,963) - (193) (90,398)
Change in the period........c......... 14,628 24,137 (715) (27) 38,023
Balance at March 31, 2002 ¥ 386 ¥ (51,826) ¥ (715) ¥ (220) ¥ (52,375)
Thousands of U.S. dollars
Unrealized Minimum Accumulated
gains (losses) Currency Unrealized pension other
on investment translation losses on liability comprehensive
securities adjustments derivatives adjustment losses
Balance at March 31,2001 ......cccocoooiiiiiiiiiiiieeeeeeeee, $ (107,083) $ (571,150) $ - $ (1,451) $ (679,684)
Change in the period ........cccveereirineiiieceeeeeee 109,985 181,481 (5,376) (203) 285,887
Balance at March 31,2002 .........ccccooeviiiiiiieieenes $ 2,902  $(389,669) $ (5,376) $ (1,654) $ (393,797)
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13. Segment Information

The Company’s operating segments by which management
evaluates performance and allocates resources are classified in
terms of the nature of the products and services or areas. The
segments, by products and services, are managed by the divisions
of the Head Office. Domestic branches and offices, and overseas
corporate subsidiaries and branches operate in the respective
areas and are independent operating units. Each reportable
segment purchases, distributes and markets a wide variety of
industrial and consumer goods including raw materials and
equipment relating to a multitude of industries and, in addition,
provides the related financing, insurance and other services to
these operations primarily on a worldwide basis. The Company
has twelve segments identified by product and service, in
addition to its domestic branches and offices, and overseas
corporate subsidiaries and branches. Effective for the year ended
March 31,2002, the Finance and Logistics Business segment was
added, and the iron and steel segment was excluded since its
business was transferred to Marubeni-Itochu Steel Inc. on
October 1,2001. These segments are outlined as follows:

IT Business: This group is engaged in information technol-
ogy-related businesses such as: IP network infrastructures;
overseas communication plants; cellular phones; wholesale and
retail sales of hardware and software for personal computers;
medical healthcare; BS/CS broadcasting; ASP/ISP, etc., both
domestically and internationally.

Utility and Infrastructure: This group develops and
promotes the privatization of electricity, water and solid waste
businesses both domestically and internationally. In addition, the
group promotes construction, installation and supply businesses
related to railroads, airports, harbors, bridges and others.

Plant and Ship: This group constructs and supplies a wide
variety of industrial plants and participates in investments in these
businesses both domestically and internationally. In addition, it
supplies cargo ships and tankers, and owns and operates a fleet.

Transportation and Industrial Machinery: This group
imports and exports vehicles, construction equipment, agro-
industrial equipment, environmental and industrial equipment,
airplanes, defense-related equipment and aerospace-related
equipment both domestically and internationally, and markets
them in Japan.

Energy: This group focuses on products related to energy
such as oil, gas, nuclear energy and coal. It also enters into
various businesses which benefit from the development of
resources through retail such as gas stations.

Metals and Mineral Resources: This group produces,
processes and sells nonferrous light metals both domestically and
internationally, in addition to processing and selling raw
materials for production of steel and light metals internationally.

Chemicals: This group handles a wide variety of goods
ranging from basic chemicals to leading-edge finished products
for the information technologies and bio technologies industries
for sale in Japan and internationally. In particular, this group
focuses on further bolstering efficient operations in electric
materials, retail, resource development and environmental areas.

Forest Products and General Merchandise: This group
operates in Japan and internationally, selling rubber products,
footwear and housing materials, operating leisure facilities,
manufacturing and selling raw materials for paper production,
paper and wallpaper, and taking part in afforestation projects.

Agri-Marine Products: This group produces and sells all
sorts of foods such as agricultural and marine products, processed
food and beverages, raw materials and fodder and manure in
addition to distributing these products on a worldwide basis.

Textile: As an organization handling various textile-related
goods from raw materials through finished products, the group
purchases and produces raw materials for apparel and designs and
sells apparel and living products in addition to rendering
distribution services on a worldwide basis.

Development and Construction: This group develops
condominiums, houses and apartments, and develops and rents
sports facilities and commercial buildings in Japan while
operating internationally as a general area developer.

Finance and Logistics Business: This group is involved in
investment finance, non-bank business and insurance business in
the finance area while it invests in infrastructures for logistics
and operates a forwarding business and a third party logistic
business, improving efficiency in logistics operations in the
supply chain management in the distribution area.

Domestic branches and offices: Domestic branches and
offices are located throughout Japan, including Hokkaido,
Tohoku, Chubu, Chugoku-Shikoku, Kyushu, and handle various
merchandise and carry out related activities.

Overseas corporate subsidiaries and branches: Overseas
corporate subsidiaries and branches are located throughout the
world, primarily in North America and Europe, and handle
various merchandise and perform related activities.
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The Companies’ operating segment information for the years ended March 31, 2002, 2001 and 2000, were as follows:

Millions of yen
Transportation Metals and Forest Products
Year ended Utility and and Industrial Mineral and General
March 31, 2002 IT Business  Infrastructure Plant and Ship  Machinery Energy Resources Chemicals Merchandise
Total volume of trading transactions:
Outside cUStOMErs ........ccecuveeernunnenn. ¥ 462,716 ¥ 329,565 ¥ 593,155 ¥ 756,297 ¥ 2,195849 ¥ 430,132 ¥ 518,620 ¥ 695,337
[NEEr-SEZMENT w.eveveeeeeieiieieiesieeeane 4,427 185 7,539 17,906 1,099 45,965 20,239 33,147
Total cooviiiiiiicee ¥ 467,143 ¥ 329,750 ¥ 600,694 ¥ 774,203 ¥ 2,196,948 ¥ 476,097 ¥ 538,859 ¥ 728,484
Gross trading profit ........ocooeevreernnnne. ¥ 33,205 ¥ 10,564 ¥ 10,251 ¥ 52,466 ¥ 30,285 ¥ 14589 ¥ 28,694 ¥ 40,833
Segment net income (loss) . ¥ (35,647) ¥ 1,960 ¥  (30,202) ¥ (6,250) ¥ 5,465 ¥ (1,369) ¥ 2,111 ¥ 3,060
Segment assets ................ ¥ 263,365 ¥ 212,807 ¥ 402,287 ¥ 329,131 ¥ 351,483 ¥ 177,754 ¥ 165,692 ¥ 331,755
Depreciation and amortization . .. ¥ 3,808 ¥ 3,968 ¥ 1,796 ¥ 3,756 ¥ 7,133 ¥ 2,196 ¥ 2,600 ¥ 2,137
Expenditures for segment assets .......... ¥ 11,635 ¥ 4,710 ¥ 8,524 ¥ 1,674 ¥ 3,255 ¥ 188 ¥ 1,880 ¥ 4,687
Millions of yen
Overseas
Development  Finance and Domestic corporate Corporate
Agri-Marine and Logistics branches subsidiaries and
Products Textile Construction Business and offices  and branches  elimination ~ Consolidated
Total volume of trading transactions:
Outside CUStOMETS ...oeevveuveerieinns ¥ 1,030,882 ¥ 434,724 ¥ 184,018 ¥ 39,435 ¥ 276,451 ¥ 792,738 ¥ 232,326 ¥ 8,972,245
Inter-segment ...... 13,912 3,664 909 7,025 20,912 307,319 (484,248) -
Total ......... .. ¥ 1044794 ¥ 438,383 ¥ 184,927 ¥ 46,460 ¥ 297,363 ¥ 1,100,057 ¥ (251,922) ¥ 8,972,245
Gross trading profit ...... ¥ 60,276 ¥ 28,134 ¥ 32,183 ¥ 6,774 ¥ 6,585 ¥ 74,704 ¥ 7,261 ¥ 436,804
Segment net income (1088) ...ccoovvnrnnnee ¥ (6,475) ¥ 1,352 ¥  (23,362) ¥ 447 ¥ (1,399) ¥  (11,363) ¥  (14,746) ¥ (116,418)
Segment assets .........ccccevieoiieiieiienneans ¥ 346,456 ¥ 150,503 ¥ 398,484 ¥ 340,354 ¥ 92,549 ¥ 563,108 ¥ 679,941 ¥ 4,805,669
Depreciation and amortization ........... ¥ 4671 ¥ 830 ¥ 3,626 ¥ 16,161 ¥ 148 ¥ 9,782 ¥ 7,940 ¥ 71,052
Expenditures for segment assets .......... ¥ 8,076 ¥ 652 ¥ 13,260 ¥ 12,547 ¥ 243 ¥ 14,701 ¥ (9,249) ¥ 76,783
Thousands of U.S. dollars
Transportation Metals and Forest Products
Year ended Utility and and Industrial Mineral and General
March 31, 2002 IT Business  Infrastructure Plant and Ship  Machinery Energy Resources Chemicals ~ Merchandise
Total volume of trading transactions:
Outside CUStOMETS ....oevvveuveaerienanne $ 3,479,068 $ 2,477,932 $ 4,459,812 $ 5,686,444 $ 16,510,143 $ 3,234,075 $ 3,899,398 $ 5,228,098
INEEr-SEZMENE w.vvveeeeeeiieeeeeeeeeee 33,286 1,391 56,684 134,632 8,263 345,602 152,173 249,226
Total .o $ 3512354 $ 2,479,323 $ 4,516,496 $ 5,821,076 $ 16,518,406 $ 3,579,677 $ 4,051,571 $ 5,477,324
Gross trading profit ......... $ 249,662 $ 79,429 $ 77,075 $§ 394481 $ 227,707 $ 109,692 $ 215,744 $ 307,015
Segment net income (loss) . $ (268,023) $ 14,737 $  (227,083) $  (46,992) $ 41,000 $  (10,293) $ 15,872 $ 23,008
Segment assets ................c..... $ 1,980,188 $ 1,600,063 $ 3,024,714 $ 2,474,669 $ 2,642,729 $ 1,336,496 $ 1,245,805 $ 2,494,398
Depreciation and amortization ........... $ 28,632 % 29,835 $ 13,504 $ 28,241 $ 53,632 _$ 16,511 $ 19,549 $ 20,579
Expenditures for segment assets .......... $ 87,481 $ 35414 $ 64,090 $ 12,586 $ 24,474 $ 1,414 8 14,135 $ 35,241
Thousands of U.S. dollars
Opverseas
Development  Finance and Domestic corporate Corporate
Agri-Marine and Logistics branches subsidiaries and
Products Textile Construction Business and offices  and branches  elimination ~ Consolidated
Total volume of trading transactions:
Outside cUStOMErs ........ceeeuveeernunnnnn. $ 7,750,992 $ 3,268,602 $ 1,383,594 § 296,504 $ 2,078,579 $ 5,960,436 $ 1,746,812 $67,460,489
Inter-segment .........cceeeevveecueeennnnenn. 104,602 27,549 6,835 52,820 157,233 2,310,669  (3,640,965) -
Total .eoveiiirieieie e $ 7,855,504 $ 3,296,151 $ 1,390,429 § 349,324 $ 2,235,812 $ 8,271,105 $ (1,894,153) $67,460,489
Gross trading profit ........cccceeveveennenne. $ 453203 $ 211,534 $§ 241977 § 50,932 $ 49511 § 561,684 $ 54,505 § 3,284,241
Segment net income (l0ss) ........co....... $  (48,684) $ 10,165 $  (175,654) $ 3,361 $  (10,519) $  (85,436) $ (110,872) $ (875,323)
SegMENt assets ......oovvevveeruerveneeneennens $ 2,604,932 $ 1,131,602 $ 2,996,120 $ 2,559,053 $ 695,857 $ 4,233,895 $ 5,112,339 $36,132,850
Depreciation and amortization ........... $ 35120 § 6,241 $ 26511 § 121511 § 1,113 § 73549 $§ 59,698 $ 534,226
Expenditures for segment assets .......... $ 60,722 $ 4902 $ 99,699 $ 94,338 $ 1,827 $ 110,534 $  (69,541) $§ 577,316
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Millions of yen

Transportation Metals and
Year ended Utility and and Industrial Mineral
March 31, 2001 IT Business  Infrastructure Plant and Ship ~ Machinery Energy Resources  Iron and Steel ~ Chemicals

Total volume of trading transactions:
¥ 444564 ¥ 424372 ¥ 505,369 ¥ 814,057 ¥ 1,909,479 ¥ 470,489 483,958 ¥ 574,741
6,536 194 6,027 22,442 1,670 53,352 46,016 26,790

-

Outside customers

Inter-segment

Total ¥ 451,100 ¥ 424566 ¥ 511,396 ¥ 836,499 ¥ 1911,149 ¥ 523841 ¥ 529,974 ¥ 601,531
Gross trading profit ¥ 41,328 ¥ 10,126 ¥ 20,188 ¥ 53,179 ¥ 31,258 ¥ 15,517 ¥ 25,524 ¥ 29,571
Segment net income (loss) .. ¥ (3,526) ¥ (3,524) ¥ (14,002) ¥ (10,489) ¥ 8,383 ¥ 2,738 ¥ (2,366) ¥ 3,803
Segment assets ¥ 303,382 ¥ 198,623 ¥ 573,658 ¥ 447,078 ¥ 318981 ¥ 207,470 ¥ 251,544 ¥ 180,367
Depreciation and amortization ........... ¥ 2,810 ¥ 3554 ¥ 3,690 ¥ 21,155 ¥ 4342 ¥ 2,458 ¥ 962 ¥ 4,087
Expenditures for segment assets .......... ¥ 17,632 ¥ 1,884 ¥ 1,358 ¥ 23,035 ¥ 16,976 ¥ 252 ¥ 592 ¥ 2,231

Millions of yen
Overseas
Forest Products Development Domestic corporate Corporate
and General ~ Agri-Marine and branches  subsidiaries and and
Merchandise Products Textile Construction  and offices branches elimination  Consolidated
Total volume of trading transactions:

Outside cUStOMETS ..cvveerieeeiiieeienens ¥ 759,723 ¥ 1,029.812 ¥ 483,641 ¥ 206,892 ¥ 408320 ¥ 893,807 ¥ 27,639 ¥ 9,436,863
Inter-segment 34,604 22951 5,255 620 26,869 335,478 (588,804) -

Total ¥ 794327 ¥ 1,052,763 ¥ 488,896 ¥ 207,512 ¥ 435,189 ¥ 1,229,285 ¥ (561,165) ¥ 9,436,863
Gross trading profit ¥ 43,987 ¥ 65,040 ¥ 30,570 ¥ 29,123 ¥ 11,426 ¥ 69,936 ¥ 2,981 ¥ 479,754
Segment net income (loss) .. ¥ 8,014 ¥ 8,679 ¥ (3,462) ¥ (5,381) ¥ 1,126 ¥ (1,363) ¥ 26,406 ¥ 15,036
Segment assets ........ccocceeveiieiiiiieiiiienns ¥ 381,804 ¥ 350,086 ¥ 184,097 ¥ 426,304 ¥ 170,607 ¥ 559,145 ¥ 767,368 ¥ 5,320,604
Depreciation and amortization .. ¥ 3,695 ¥ 4,220 ¥ 568 ¥ 3,016 ¥ 281 ¥ 8,562 ¥ 6,514 ¥ 69,914
Expenditures for segment assets ¥ 2,681 ¥ 4,140 ¥ 323 ¥ 3592 ¥ 77 X 21,681 ¥ (1,024) ¥ 95,430

Millions of yen
Transportation Metals and
Year ended Utility and and Industrial Mineral
March 31, 2000 IT Business  Infrastructure Plant and Ship  Machinery Energy Resources  Iron and Steel ~ Chemicals
Total volume of trading transactions:
Outside customers ¥ 386,635 ¥ 454947 ¥ 683,127 ¥ 1,111,570 ¥ 1,455955 ¥ 449,066 ¥ 513,697 ¥ 537,940

6,567 1,038 14,326 28,270 12,763 57,506 51,005 20,519

Inter-segment

Total ¥ 393,202 ¥ 455,985 ¥ 697,453 ¥ 1,139,840 ¥ 1,468,718 ¥ 506,572 ¥ 564,702 ¥ 558,459
Gross trading profit ¥ 37314 ¥ 5953 ¥ 19571 ¥ 58,274 ¥ 26,638 ¥ 14,268 ¥ 27,107 ¥ 29,659
Segment net income (loss) .. ¥ 1,294 ¥ (6,582) ¥ 1,982 ¥ (4,022) ¥ 1,801 ¥ 968 ¥ 1,034 ¥ 6,004
Segment assets ¥ 253,267 ¥ 208,564 ¥ 590,000 ¥ 558,715 ¥ 262,336 ¥ 208,555 ¥ 259,025 ¥ 170,080
Depreciation and amortization ¥ 762 ¥ 144 ¥ 3818 ¥ 20,252 ¥ 3,158 ¥ 1,000 ¥ 1,544 ¥ 824
Expenditures for segment assets ¥ 3,819 ¥ 985 ¥ 4,384 ¥ 21,496 ¥ 3,235 ¥ 113 ¥ 887 ¥ 280

Millions of yen
Overseas
Forest Products Development Domestic corporate Corporate
and General ~ Agri-Marine and branches  subsidiaries and and
Merchandise Products Textile Construction  and offices branches elimination  Consolidated

Total volume of trading transactions:

¥ 800,296 ¥ 1,059,016 ¥ 665,193 ¥ 244192 ¥ 512,136 ¥ 1,311,476 ¥ 37,196 ¥ 10,222,442
31,470 14,753 7,178 977 27,654 525,877 (799,903) -

1,837,353 ¥ (762,707) ¥ 10,222,442

Qutside customers

Inter-segment

Total ¥ 831,766 ¥ 1,073,769 ¥ 672371 ¥ 245169 ¥ 539,790 ¥
Gross trading profit ¥ 45142 ¥ 66,421 ¥ 30,615 ¥ 11,141 ¥ 9,093 ¥ 68,936 ¥ 3,364 ¥ 453,496
Segment net income (loss) .. ¥ 15,441 ¥ 7,643 ¥ (2,429) ¥ (14,928) ¥ 83 ¥ (1,386) ¥ (4,243) ¥ 2,060
Segment assets ¥ 358983 ¥ 338981 ¥ 198394 ¥ 465881 ¥ 163,837 ¥ 583518 ¥ 964,217 ¥ 5,584,353
Depreciation and amortization ........... ¥ 3,963 ¥ 5951 ¥ 601 ¥ 3,805 ¥ 282 ¥ 6,340 ¥ 7,363 ¥ 59,807
Expenditures for segment assets .......... ¥ 3677 ¥ 5470 ¥ 236 ¥ 14,347 ¥ 53 ¥ 8,813 ¥ 3,615 ¥ 71,410

Effective April 1,2001, the Finance and Logistics Business segment was created. The respective amounts for the years ended March
31,2001 and 2000 were treated as Corporate.

The accounting policies of the reportable segments are the accounting principles generally accepted in Japan.

Corporate and elimination includes differences in accounting principles generally accepted in Japan and those in the United States of
America. The principal difterences are described in Note 1.

Intersegment transactions are generally priced in accordance with the prevailing market prices.

The respective amounts of Iron and Steel for the first half of the year ended March 31, 2002 are included in Corporate and
elimination.
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Total volumes of trading transactions by country are as follows:

Country

Japan (oo
United States of America .

SINGAPOTE .
Oher ..o

Thousands of

Millions of yen U.S. dollars
2002 2001 2000 2002
¥ 6,075,145 ¥ 6,780,133 ¥ 7,338,374 $45,677,782
1,340,796 1,091,601 1,045,834 10,081,173
214,581 248,814 220,840 1,613,391
1,341,723 1,316,315 1,617,394 10,088,143
¥ 8,972,245 ¥ 9,436,863 ¥ 10,222,442 $67,460,489

Total volumes of trading transactions are attributed to countries based on the location of operations.

Long-lived assets, including property leased to others, by country are as follows:

Country

Japan
United States of America .

Thousands of

Millions of yen U.S. dollars
2002 2001 2000 2002
¥ 515,992 ¥ 571,326 ¥ 607,467 $ 3,879,639
135,495 127,608 93,761 1,018,759
28,748 26,903 25,589 216,150
81,420 109,044 90,478 612,181
¥ 761,655 ¥ 834,881 ¥ 817,295 $ 5,726,729

Total volumes of trading transactions with external customers by product for the years ended March 31, 2002 and 2001, were as

follows:

Product

Forest products and general merchandise

Agri-marine products .........coceeriuieriiiiiiiieiiie et

Textile ..o

Development and construction
TORAL ..o

There is no concentration by customer.

Thousands of

Millions of yen U.S. dollars

2002 2001 2000 2002
¥ 2,279,414 ¥ 2,360,973 ¥ 2,970,731 $17,138,451
2,308,831 1,988,217 1,567,157 17,359,632
874,196 1,326,967 1,411,970 6,572,902
863,307 909,064 904,459 6,491,030
819,288 901,502 962,224 6,160,060
1,112,431 1,139,875 1,288,648 8,364,143
520,043 587,368 818,025 3,910,098
194,735 222,897 299,228 1,464,173
¥ 8,972,245 ¥ 9,436,863 ¥ 10,222,442 $67,460,489

14. Foreign Currency Transactions

Net foreign currency transaction gains and losses included in
other income (losses) - net amounted to ¥6,153 million
($46,263 thousand) and ¥4,645 million of gains for the years
ended March 31, 2002 and 2001, respectively, and ¥13,794

million of losses for the year ended March 31, 2000. Net foreign
currency transaction gains and losses include translation gains
and losses resulting from remeasuring the financial statements of
certain subsidiaries in highly inflationary economies into
Japanese yen.

15. Financial Instruments

Risk management  Substantially all the derivative instruments
which the Company and certain of its subsidiaries hold are utilized
to hedge related market risks, and gains and losses on the derivative
instruments are offset against losses and gains on the hedged assets
and liabilities. Although the Company and certain subsidiaries are
exposed to credit risks in the event of nonperformance by the
counterparties, such risks are minimized by avoiding a concentra-
tion of counterparties, selecting counterparties with high credit
ratings and maintaining strict credit control.

The Company and certain of its subsidiaries have separate
departments which confirm its financial transactions with the
counterparties from the departments which execute them. In
addition, the Company has as its “middle-office” a “Risk Manage-
ment Division,” which is strictly independent of its Finance
Department, in its Tokyo Head Office. The Risk Management
Division independently performs direct confirmation procedures
with the counterparties to each transaction and the month-end
outstanding balances, analyzes various risks and exposures, reports
the results of the analysis, and monitors and controls financial risks.
Furthermore, the Risk Management Division obtains derivative
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transaction data from the financial subsidiaries and foreign corporate
subsidiaries, reports to management periodically, and strengthens the
Company’s unified global control over derivative transactions.
Foreign exchange contracts The Company and certain of its
subsidiaries conduct business in various foreign currencies and enter
into foreign exchange contracts principally to hedge foreign
currency denominated transactions, assets and liabilities to minimize
the effect of foreign currency fluctuations. Gains and losses related
to the hedge ineftective portion and related to the portion of
hedging instruments excluded from assessment of hedge effective-
ness were not significant for the year ended March 31, 2002.
Interest rate swap agreements, including interest rate and
currency swap agreements The Company and certain of its
subsidiaries enter into interest rate swap agreements primarily to
change the fixed interest rates on the principal of certain debt
securities, loans receivable, short-term loans and long-term debt to
floating interest rates. Gains and losses related to the hedge
ineffective portion and related to the portion of hedging instru-
ments excluded from assessment of hedge effectiveness were not
significant for the year ended March 31,2002. In addition, the
Company and certain of its subsidiaries enter into interest rate swap



agreements for trading purposes on a limited basis.

Commodity futures and forward contracts The Company
and certain of its subsidiaries enter into commodity futures and
forward contracts principally as a means of hedging the risks
associated with certain inventories, commitments and forecasted
transactions. Gains and losses related to the hedge ineffective
portion and related to the portion of hedging instruments excluded
from assessment of hedge effectiveness were not significant for the
year ended March 31, 2002.

Other derivative instruments The Company and certain of its
subsidiaries utilize option contracts primarily to hedge the risks
associated with changes in interest rates and exchange rates. Gains
and losses related to the hedge ineffective portion and related to the
portion of hedging instruments excluded from assessment of hedge
effectiveness were not significant for the year ended March 31, 2002.
In addition, the Company and certain of its subsidiaries enter into
other derivative contracts for trading purposes on a limited basis.
Fair value of financial instruments The estimated fair value of
the financial instruments of the Company has been determined
using the available market information or other appropriate
valuation methodologies. However, considerable judgment is
required in interpreting market data to develop estimates of fair
value. Consequently, the estimates are not necessarily indicative of
the amounts that could be realized or would be paid in a current
market exchange.

The following methodologies and assumptions were used by the
Companies in estimating the fair value disclosures of the financial
instruments:

Cash and cash equivalents, and time deposits: the carrying
amounts of the cash and cash equivalents, and time deposits
reflected in the consolidated balance sheets approximate their fair
value.

Investment securities, securities and other investments: the fair
value of marketable equity securities is based on quoted market
prices. The carrying amount of the marketable equity securities
reflected in the balance sheets represents their fair value. The fair
value of investments in debt securities is based on quoted market

prices or estimated using discounted cash flow analyses, based on
the estimated current rates offered to the issuers for securities with
similar terms and remaining maturities. It was not practicable to
estimate the fair value of the investments other than marketable
equity securities and debt securities without incurring excessive
costs. The carrying amount of the portion of the portfolio for
which fair value could not be estimated was ¥319,024 million
($2,398,677 thousand) and ¥258,532 million at March 31, 2002 and
2001, respectively, and represents the cost of this portion of the
portfolio, which management believes is not impaired.

Long-term notes, loans and accounts receivable - trade: the fair
value of long-term notes, loans and accounts receivable - trade is
estimated using discounted cash flow analyses, based on the interest
rates currently being offered to borrowers for similar long-term
notes, loans and accounts receivable - trade with similar credit
ratings. The fair value of accounts receivable with collectibility
concerns is reflected at their carrying value less the related allow-
ance for doubtful accounts.

Short-term loans: the carrying amount of the short-term loans
reflected in the accompanying consolidated balance sheets approxi-
mates their fair value.

Long-term debt: the fair value of long-term debt is estimated
using discounted cash flow analyses, based on the current borrowing
rates for borrowing arrangements with similar terms and remaining
maturities.

Foreign exchange contracts: the fair value of foreign exchange
contracts is estimated based on the quoted market prices of
comparable contracts, adjusted where necessary for maturity
differences.

Interest rate swap agreements: the fair value of interest rate swap
agreements is estimated using discounted cash flow analyses, based
on the current swap rates for interest rate swap agreements with
similar terms and remaining periods.

Commodity futures and forward contracts: the fair value of
commodity futures contracts is estimated based on the quoted
market prices of comparable contracts, adjusted where necessary for
maturity differences.

The carrying amounts and fair value of financial instruments and the derivative instruments at March 31, 2002 were as follows

(amounts in parentheses represent liabilities):

Millions of yen Thousands of U.S. dollars
2002 2002
Carrying amount Fair value Carrying amount Fair value

Short-term investments in debt securities ...........cc..ccveevveeeureeueeeneennns. ¥ 63,198 ¥ 63,197 $ 475,173 $ 475,165
Long-term investments in debt SECUrTties .......oveeviviiivieiirieiieieieenn 70,349 64,493 528,940 484,910
Long-term notes, loans and accounts receivable - trade (less allow-

ance for doubtful ACCOUNES) .....ocviiviieieiiieciieee e 332,254 331,749 2,498,150 2,494,353
Long-term debt ....cooueiiiiiiiiiiiiiiiiecie e (2,576,502)  (2,466,990) (19,372,195) (18,548,797)
TINEETESE TALE SWAPS w-vervenreneeteteeeeaseaeeaseaeeaseeneaneaseeneeseensensensensenseseeeeees 37,860 37,860 284,662 284,662
Foreign eXchange CONEIACES ..........o.eevierierieiaiieieieeieeee e eie e eneeneenns 2,589 2,589 19,466 19,466
Commodity futures and forward CONtracts .......ccocceeevvuveencieeniieeenneen. 3,790 3,790 28,496 28,496

The carrying amounts and fair value of financial instruments and the notional amount, carrying amounts and fair value of interest rate
swap agreements, foreign exchange contracts and commodity futures contracts held for other than trading at March 31, 2001 were as
follows (amounts in parentheses represent liabilities):

Millions of yen
2001
Notional amount Carrying amount Fair value

Short-term investments in debt SECUTIHIES «..e.vevriviieeirtiriiieiieieiec e - ¥ 87,027 ¥ 87,240
Long-term investments in debt SECUTTEES .....ooviiviiiiiiiiiiieii e - 189,436 187,454
Long-term notes, loans and accounts receivable - trade (less allowance for doubtful

ACCOUIIES) eaveeteeeee et eeteeeteesee s e eaeeete et e eaeeese et e eseeseeaseete e s e esseesseeseeaseeseeeseeneeeaeenseanseaseans - 512,036 512,192
LoNGtEIM EDE 1.viitiiiiiiiiiieit ettt - (2,669,631) (2,722,369)
TILEETESE TALE SWAPS +-veuveeveereeeteateeeeeseeseaeeeseaseaseaseaneaseaseeseenseneeseensense s enseeseeseesessesaeaneeneanes ¥ 1,894,977 (434) 53,156
FOTeign €XChange COMEIACES ......oviiiiietieteeti ettt ettt ettt ete et ete e eeeene s s eneeneas 314,279 191 665
Commodity futures and forward CONIACES ......o.veieriiiiieiieieii ettt 458,133 193 193
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In addition to the above, the Company and certain of its subsidiaries entered into option contracts primarily to hedge the risks
associated with changes in interest rates and exchange rates, the fair value of which totaled ¥201 million of assets as of March 31, 2001.

For interest rate swaps held for trading, the notional amounts and fair values as of March 31, 2001, and the average fair values and net
gain during the year ended at March 31, 2001 were as follows:

Millions of yen
2001
INOIONAl AMOUNE ..ottt ¥ -
Fair value - assets ...................... -
Average fair value - asset ........ 178
INEE ZAIN 1.ttt ettt ettt ettt s st eaeeae e e eas 411

In addition to the above, the Company and certain of its subsidiaries entered into futures and other derivative contracts for trading
purposes, the fair value of which totaled ¥131 million of assets as of March 31, 2001.

16. Concentration of Credit Risk addition, the Company operates in substantially all geographic

Although the Company operates as a general trading business,
their fields of business comprise export, import, domestic and
offshore trading in a wide variety of industrial, agricultural and
consumer products, and also involve all levels of the production
process from planning, investment, and research and develop-
ment, through production, distribution and marketing. In

areas of the world, and their customers are diversified. Accord-
ingly, management of the Company believes there is no signifi-
cant concentration of credit risk among its customers or in its
investments. The Company requires collateral to the extent
considered necessary.

17. Commitments and Contingent Liabilities

Rental expense, primarily for office space and equipment, amounted to ¥23,440 million ($202,917 thousand),¥16,450 million and
¥18,823 million for the years ended March 31,2002, 2001 and 2000, respectively.

At March 31,2002, the future minimum lease payments payable and rentals receivable under non-cancelable operating leases were as

follows:
Millions of yen Thousands of U.S. dollars
Year ending March 31 Payable Receivable Payable Receivable

2003 ettt ettt ettt ettt e b ene e eaeas ¥ 9,392 ¥ 11,000 $ 70,617 $ 82,707
2004 e e e 8,211 7,616 61,737 57,263
20005 e —————— 7,332 4,793 55,128 36,038
2000 ettt 6,849 3,533 51,496 26,564
2007 et e e e 3,040 2,556 22,857 19,218
ThEreafter . .ooooi i 9,626 3,364 72,376 25,293

The future minimum rentals to be received under noncancel-
able subleases corresponding to the above future minimum lease
payments payable were not significant at March 31, 2002.

The Company had commitments to make additional invest-
ments or loans in aggregate amounts of approximately ¥40,000
million ($300,752 thousand) and ¥56,000 million at March 31,
2002 and 2001, respectively.

At March 31, 2002, the Company was contingently liable as a
guarantor of loan obligations of ¥382,148 million ($2,873,293
thousand) in the aggregate, including ¥220,614 million
($1,658,752 thousand) to affiliated companies. The comparable
amounts at March 31, 2001 were ¥245,165 million and ¥90,472

million, respectively.

The Company, its subsidiaries and affiliated companies
conduct business activities on a global scale and are involved in
transactions which are subject to review and jurisdiction by a
wide range of authorities, both in Japan and abroad. Such
business activities are not without risk and, from time to time,
may involve legal actions, claims or other disputes. Although
there are various matters pending at any one time, management
is of the opinion that settlement of all such matters pending at
March 31, 2002 would not have a material effect on the
consolidated financial position or results of operations of the
Companies.

18. Subsequent Event

On June 17,2002, the Company reached an agreement with
Nihon Sogo Trust Investment Corporation to sell it a building
and land that it is currently using as its Osaka headquarters for
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¥12,500 million ($93,985 thousand). The Company will also
enter into a contract, under which the Company will lease back
these facilities. The impact of this transaction on the earnings of
the Company will not be significant.
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Report of Independent Auditors

The Board of Directors and Shareholders
Marubeni Corporation
(Marubeni Kabushiki Kaisha)

We have audited the accompanying consolidated balance sheets of Marubeni Corporation (the
“Company”) as of March 31, 2002 and 2001, and the related consolidated statements of
operations, changes in shareholders’ equity, and cash flows for each of the three years in the
period ended March 31, 2002, all expressed in Japanese yen. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

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

In our opinion, the consolidated financial statements referred to above present fairly, in all
“material respects, the consolidated financial position of Marubeni Corporation at March 31, 2002
and 2001, and the consolidated results of its operations and its cash flows for each of the three
years in the period ended March 31, 2002 in conformity with accounting principles generally
accepted in the United States of America.

As discussed in Note 2 to the consolidated financial statements, as of April 1, 2001, the Company
changed its method of accounting for derivative instruments and hedging activities.

We have also reviewed the translation of the financial statements mentioned above into United
States dollars on the basis described in Note 1. In our opinion, such statements have been

translated on such basis.
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May 14, 2002
except for Note 18, as to which date is
June 17, 2002





