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NNOTES TO FINANCIAL STATEMENTS

Showa Denko K.K. and Consolidated Subsidiaries

1. BASIS OF REPORTING FINANCIAL STATEMENTS
The accompanying consolidated financial statements have been
prepared in accordance with accounting principles and practices gener-
ally accepted in Japan and from the consolidated financial statements
filed with the Director of the Kanto Local Finance Bureau as required
by the Securities and Exchange Law of Japan.

Certain items have been reclassified for the convenience of readers
who are not familiar with Japanese financial reporting practices.

Where appropriate, certain prior-year balances have been reclassi-
fied to conform to the year 2002 presentation.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(a) Principles of Consolidation
The consolidated financial statements include the accounts of the Com-
pany and its 43 significant subsidiaries (collectively, “the Companies”)
for the year ended December 31, 2002 and 49 significant subsidiaries
for the year ended December 31, 2001.

For the purposes of the consolidated financial statements, all signifi-
cant intercompany transactions, account balances and unrealized
profits among the Companies are entirely eliminated and the portions
attributable to minority interests are credited or charged to income.

Accounts of subsidiaries whose business year-ends differ by more
than three months from December 31 have been included using
appropriate interim financial information.

The excess of cost over equity in net assets is amortized on a
straight-line basis within a period of 20 years.

(b) Investments in Non-Consolidated Subsidiaries and Affiliates
The Company applies the equity method of accounting for investments
in five non-consolidated subsidiaries and 31 affiliates for the year
ended December 31, 2002 and investments in six non-consolidated
subsidiaries and 31 affiliates for the year ended December 31, 2001.

All underlying intercompany profits obtained from transactions
among the Companies and non-consolidated subsidiaries and affili-
ates to which the equity method is applied are eliminated in the
consolidated financial statements.

The amortization charged to income for the year ended December
31, 2002 totaled ¥27 million (US$225 thousand).

(c) Translation of Foreign Currency Accounts
Under the new Japanese Accounting Standards for Foreign Currency
Translation, which have been effective for fiscal years beginning on or
after April 1, 2000, all receivables and payables denominated in for-
eign currencies at the balance sheet date are translated into Japanese
yen at the current exchange rates. The resulting exchange gains or
losses are charged to income.

The monetary amounts stated in the financial statements of a certain
consolidated subsidiary of foreign nationality are translated into Japanese
yen at the year-end rate for assets and liabilities, at historical rates for
other balance sheet accounts exclusive of net income and at the aver-
age annual rate for revenue and expense accounts and net income.

Under the new Japanese Accounting Standards for Foreign
Currency Translation, which have been effective for fiscal years begin-
ning on or after April 1, 2000, translation adjustments resulting from the
process of translating the financial statements of foreign subsidiaries
into Japanese yen are accumulated and reported as a component of

stockholders’ equity in the consolidated balance sheet.

(d) Income Taxes
Periodical allocation of corporate tax is being made, in principle,
regarding taxes pertaining to all temporary differences (differences
between the assets/liabilities on the consolidated financial statements
and the assets/liabilities in the calculation of taxable income).

(e) Allowance for Doubtful Receivables
To provide for losses from bad debts, the allowance is provided
according to the actual rate of non-recovery for ordinary claims, and
in view of the probability of recovery for specific doubtful receivables.

(f) Reserve for Restructuring Expenses
The Company and certain consolidated subsidiaries record a reserve
for restructuring expenses on an accrual basis to provide for expens-
es and losses resulting from their restructuring programs.

(g) Securities
Securities to be owned until the due date are stated at cost as deter-
mined by the amortization-cost method.

Other securities with market values are stated at fair value based
on the market prices prevailing as of the balance sheet date. Other
securities without market values are stated at cost by the moving-
average method. 

Under the Japanese Accounting Standards for Financial Instruments,
which have become effective for fiscal years beginning on or after
April 1, 2000, securities are classified into one of the above-
mentioned categories based on the purpose of holding, resulting in the
different measurement and accounting for the changes in fair value. 

Beginning with the consolidated financial statements for the fiscal
year under review, the Company has applied the accounting stan-
dards for financial instruments contained in the Opinion Regarding
the Establishment of Accounting Standards for Financial Instruments
(issued by the Corporate Accounting Deliberation Council on January
22, 1999) and has restated the value of “other securities” with quot-
ed market values at their market prices prevailing at the balance
sheet date. As a consequence, the “securities valuation surplus”
declined ¥2,422 million (US$20,183 thousand), in comparison with
the previous method of accounting. Other securities without quoted
market prices were valued at cost by the moving-average method.

(h) Inventories
Inventories are stated mainly at cost as determined by the gross-
average method. Part of the inventories owned by certain sub-
sidiaries is stated at cost as determined by the specific-cost method
or by the final purchasing-price method.

(i) Property, Plant and Equipment
Property, plant and equipment is stated at cost. Depreciation of prop-
erty, plant and equipment is computed principally by the straight-line
method with the exception that the declining-balance method is applied
to certain factories of the Company and certain consolidated subsidiaries. 

( j ) Leases
Finance leases other than those that are deemed to transfer the own-
ership of the leased assets to the lessees are principally accounted for
by the method that is applicable to ordinary operating leases.
(k) Employees’ Severance Indemnities
Employees’ severance indemnities are provided based on the esti-
mated retirement benefit obligation and the pension assets.
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3. TRANSLATION INTO U.S. DOLLARS
The Companies’ accounting records are maintained in yen. The U.S. dollar amounts appearing in the accompanying financial statements and
notes thereto represent the arithmetical results of translating yen to U.S. dollars at the rate of ¥120 to US$1, the approximate rate of exchange
at December 31, 2002. The inclusion of such U.S. dollar amounts is solely for the convenience of readers; it does not carry with it any implication
that yen amounts have been or could be converted into U.S. dollars at that rate.

4. SECURITIES
The following tables summarize acquisition costs, book values and fair values of securities with available fair values as of December 31, 2002 and 2001:

Held-to-maturity debt securities:
Year ended December 31, 2002 Millions of yen

Book value Fair value Difference

Government bonds...................................................................................................................................................... ¥1 ¥0 ¥(1)

Total ........................................................................................................................................................................ ¥1 ¥0 ¥(1)

Held-to-maturity debt securities:
Year ended December 31, 2001 Millions of yen

Book value Fair value Difference

Government bonds.................................................................................................................................................. ¥010 ¥010 ¥(0
Corporate bonds ..................................................................................................................................................... 104 104 (0)

Total .................................................................................................................................................................... ¥114 ¥114 ¥(0

Held-to-maturity debt securities:
Year ended December 31, 2002 Thousands of U.S. dollars

Book value Fair value Difference

Government bonds...................................................................................................................................................... $8 $0 $(8)

Total ........................................................................................................................................................................ $8 $0 $(8)

The figure is based on the amount of severance benefit obligations
at the balance sheet date and the estimated amount of the pension
fund. Transition obligations resulting from the initial adoption of the
new accounting method for employees’ retirement benefits are
amortized over 15 years, except for certain consolidated subsidiaries
in which those obligations are amortized over 5 years.

The unrecognized actuarial loss is amortized starting the year after
such actuarial loss is determined on a straight-line basis over a cer-
tain period (12 years) within the average remaining service period.
However, certain consolidated subsidiaries recognized such total
actuarial loss as a one-time loss when determined.

The parent company and certain of its consolidated subsidiaries
received a permit, as of April 23, 2002, from the Minister of Health,
Labor and Welfare providing for exemption of payment of future
obligations related to the portion of the National Welfare Pension
Fund formerly managed by these companies. Consequently, the
Company has applied the transitional measures specified in Article
47-2 of the Guidelines for Retirement Payment Accounting (Interim

Report) (Article 13 of the Report of the Accounting Systems Committee
of the Japan Association of Certified Public Accountants). Accordingly,
as of the date of the permit, the Company’s obligations for severance
payments related to the portion of pension assets formerly managed
by the Company and the pension assets returned to the government
have been removed from the Company’s accounts. The amount cor-
responding to the portion returned on a consolidated basis as the end
of the year under review was ¥23,045 million (US$192,042 thousand).

(l) Directors’ Retirement Benefits
Certain consolidated subsidiaries provide for retirement benefits for
directors and statutory auditors in an amount determined by those
companies’ internal guidelines.

(m) Cash and Cash Equivalents
Cash and cash equivalents in the consolidated statement of cash
flows are composed of cash on hand, bank deposits available for
withdrawal on demand and short-term investments with original
maturities of three months or less and minor risk for value fluctuation.
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The following tables summarize available-for-sale securities sold in the years ended December 31, 2002 and 2001:
Year ended December 31, 2002 Millions of yen

Sale Gross gain Gross loss

Equity securities ................................................................................................................................................... ¥11,717 ¥5,176 ¥(18)

Total................................................................................................................................................................. ¥11,717 ¥5,176 ¥(18)

Year ended December 31, 2001 Millions of yen

Sale Gross gain Gross loss

Equity securities ................................................................................................................................................... ¥7,328 ¥4,490 ¥0,(985)
Others .................................................................................................................................................................. 339 — (68)

Total................................................................................................................................................................. ¥7,667 ¥4,490 ¥(1,053)

Year ended December 31, 2002 Thousands of U.S. dollars

Sale Gross gain Gross loss

Equity securities ................................................................................................................................................... $97,642 $43,133 $(150)

Total................................................................................................................................................................. $97,642 $43,133 $(150)

The following table summarizes book values of securities with no available fair values as of December 31, 2002 and 2001:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Held-to-maturity debt securities:
Local bonds ............................................................................................................................................ ¥       26 ¥00,028 $00,217
Private placement corporate bonds ......................................................................................................... 1,001 1,001 8,342

Available-for-sale securities:
Non-listed equity securities...................................................................................................................... 9,749 19,647 81,242
Preferred securities.................................................................................................................................. 1,000 — 8,333
Private placement local bonds................................................................................................................. 115 115 958

Total ........................................................................................................................................................ ¥11,891 ¥20,791 $99,092

Available-for-sale securities with maturities and held-to-maturity debt securities at December 31, 2002 and 2001 mature as follows (all securities
have a maturity of 10 years or less):

(a) Held-to-maturity debt securities:
Year ended December 31, 2002 Millions of yen

Over one year but Over five years but
Within one year within five years within ten years

Government bonds ...................................................................................................................... ¥3 ¥10 ¥13
Corporate bonds ......................................................................................................................... — — 1

Total ........................................................................................................................................ ¥3 ¥10 ¥14

(b) Other securities
Year ended December 31, 2002 Millions of yen

Over one year but Over five years but
Within one year within five years within ten years

Corporate bonds........................................................................................................................ ¥— ¥74 ¥—

Total....................................................................................................................................... ¥— ¥74 ¥—



a) Held-to-maturity debt securities:
Year ended December 31, 2001 Millions of yen

Over one year but Over five years but
Within one year within five years within ten years

Government bonds ...................................................................................................................... ¥011 ¥11 ¥0,015
Corporate bonds ......................................................................................................................... — 5 1,000
Subordinated bonds and other .................................................................................................... 104 — —

Total ........................................................................................................................................ ¥115 ¥16 ¥1,015

(b) Other securities
Year ended December 31, 2001 Millions of yen

Over one year but Over five years but
Within one year within five years within ten years

Corporate bonds ......................................................................................................................... ¥025 ¥98 ¥2
Others................................................................................................................................................................. 280 — —

Total ........................................................................................................................................ ¥305 ¥98 ¥2

(a) Held-to-maturity debt securities:
Year ended December 31, 2002 Thousands of U.S. dollars

Over one year but Over five years but
Within one year within five years within ten years

Government bonds .................................................................................................................... $25 $83 $108
Corporate bonds........................................................................................................................ — — 8

Total....................................................................................................................................... $25 $83 $117

(b) Other securities
Year ended December 31, 2002 Thousands of U.S. dollars

Over one year but Over five years but
Within one year within five years within ten years

Corporate bonds........................................................................................................................ $— $617 $—

Total....................................................................................................................................... $— $617 $—

5. SHORT-TERM DEBT AND LONG-TERM DEBT
At December 31, 2002 and 2001, the short-term debt of the Companies consisted of the following:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Bank loans, interest 0.529%–5.0%............................................................................................................ ¥150,506 ¥208,862 $1,254,218
Commercial paper..................................................................................................................................... — 2,000 —

Total...................................................................................................................................................... ¥150,506 ¥210,862 $1,254,218
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At December 31, 2002 and 2001, the long-term debt of the Companies consisted of the following:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

2.27% bonds due 2002 ............................................................................................................................ ¥         — ¥005,000 $            —
2.3% bonds due 2005 .............................................................................................................................. 3,500 3,500 29,167
TIBOR+0.55% bonds due 2005 ................................................................................................................ 10,000 10,000 83,333
TIBOR+0.55% bonds due 2006 ................................................................................................................ 15,000 15,000 125,000
1.85% bonds due 2005 ............................................................................................................................ 2,000 — 16,667
1.9% bonds due 2007 .............................................................................................................................. 8,500 8,500 70,833
1.7% convertible bonds due 2002, convertible currently at ¥1,058............................................................ — 10,000 —
1.7% convertible bonds due 2005, convertible currently at ¥1,058............................................................ 28,884 28,955 240,700
0.7% convertible bonds due 2006, convertible currently at ¥720............................................................... 1,485 1,485 12,375
0.492%–6.0% loans, principally from banks and insurance companies, due 2003 to 2012 ....................... 361,254 329,108 3,010,449

................................................................................................................................................................ 430,623 411,548 3,588,524
Less: Current portion................................................................................................................................. (160,971) (96,709) (1,341,428)

................................................................................................................................................................. ¥269,652 ¥314,839 $2,247,096

At December 31, 2002, the following assets were pledged as collateral for short-term debt and long-term debt:

Thousands of
Millions of yen U.S. dollars

Investment securities .................................................................................................................................................... ¥002,073 $0,017,275
Property, plant and equipment, less accumulated depreciation .................................................................................... 265,705 2,214,208

.................................................................................................................................................................................... ¥267,778 $2,231,483

The aggregate annual maturities of the non-current portion of long-term debt are as follows:
Years ending December 31 Thousands of

Millions of yen U.S. dollars

2004 ............................................................................................................................................................................ ¥068,050 $0567,082
2005 ............................................................................................................................................................................ 61,183 509,862
2006 ............................................................................................................................................................................ 47,930 399,417
2007 ............................................................................................................................................................................ 17,246 143,719
2008 and thereafter...................................................................................................................................................... 5,873 48,942

.................................................................................................................................................................................... ¥200,283 $1,669,021

6. PENSION AND SEVERANCE PLANS
The Company and its consolidated subsidiaries have a funded qualified retirement pension plan, a funded welfare pension plan and unfunded ben-
efit plans on a lump-sum payment basis, all of which are for all employees as their defined benefit system.

The plans’ funded status and amount recognized in the accompanying consolidated balance sheets as of December 31, 2002 and 2001 were as follows:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Benefit obligation at the end of year.......................................................................................................... ¥(119,588) ¥(158,616) $(996,570)
Fair value of plan assets at the end of year ............................................................................................... 45,450 80,033 378,751

Funded status .......................................................................................................................................... (74,138) (78,583) (617,819)
Unrecognized transition amount under post-employment benefits accounting.......................................... 43,395 54,696 361,629
Unrecognized actuarial loss...................................................................................................................... 23,301 16,453 194,174

Net amount recognized ............................................................................................................................ (7,442) (7,434) (62,016)
Prepaid pension expense ......................................................................................................................... 1,657 1,297 13,806

Employees’ severance indemnities ....................................................................................................... ¥00(9,099) ¥00(8,731) $0(75,827)
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The components of net pension and severance costs for the years ended December 31, 2002 and 2001 were as follows:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Service cost ................................................................................................................................................ ¥03,608 ¥04,078 $30,065
Interest cost ................................................................................................................................................ 4,473 5,182 37,275
Expected return on planned assets ............................................................................................................. (2,034) (2,862) (16,951)
Amortization of transition amount under post-employment benefits accounting........................................... 3,599 4,076 29,990
Recognized actuarial loss ............................................................................................................................ 1,142 489 9,514

Net periodic cost ..................................................................................................................................... ¥10,787 ¥10,963 $89,891

The assumptions and basis as of December 31, 2002 were as follows:
Year ended December 31, 2001

Discount rate .................................................................................................................................................................................... Mainly 3.0%
Expected return rate on planned assets............................................................................................................................................ Mainly 3.5%
Amortization period for actuarial loss................................................................................................................................................. Mainly 12 years

7. CONTINGENT LIABILITIES
At December 31, 2002, the Companies were contingently liable for outstanding trade notes discounted by banks in the ordinary course of business
in an aggregate amount of ¥700 million (US$5,833 thousand) and for the endorsement of trade notes receivable in the ordinary course of business
in an aggregate amount of ¥2 million (US$17 thousand). They were also guarantors for the borrowing below, principally incurred by non-consolidated
subsidiaries, affiliates and others.

Thousands of
Millions of yen U.S. dollars

Guarantee .................................................................................................................................................................... ¥20,323 $169,358

The figure ¥20,323 million includes ¥13,045 million (US$108,708 thousand) of guarantees provided by consolidated subsidiaries.

8. EFFECT OF YEAR-END DATE ON FINANCIAL STATEMENTS
The year-end date of 2002, namely, December 31, 2002, was a bank holiday. Although notes receivable and payable on this date were accordingly
settled on January 6, 2003, the Companies accounted for those notes in their financial statements as if they had been settled on that date.

Notes outstanding at December 31, 2002 and 2001, dealt with in the above-mentioned manner were as follows:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Notes receivable................................................................................................................................................... ¥1,915 ¥2,767 $15,958
Notes payable ...................................................................................................................................................... 3,610 3,273 30,083
Trade notes discounted by banks......................................................................................................................... 166 87 1,383

NNOTES TO FINANCIAL STATEMENTS



Showa Denko K.K. 31

9. INFORMATION FOR CERTAIN LEASES
At December 31, 2002, assets leased under non-capitalized financial leases were as follows:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Machinery and equipment ........................................................................................................................... ¥14,350 ¥13,943 $119,583
Other........................................................................................................................................................... 1,565 1,632 13,042
Less: Accumulated depreciation and amortization ....................................................................................... 8,137 8,295 67,808

Total ........................................................................................................................................................ ¥07,778 ¥07,280 $064,817

At December 31, 2002, future minimum lease payments for the remaining lease periods were as follows:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Due within one year .......................................................................................................................................... ¥2,244 ¥2,050 $18,700
Due over one year............................................................................................................................................. 5,535 5,230 46,125

Total ............................................................................................................................................................. ¥7,779 ¥7,280 $64,825

At December 31, 2002, paid lease fees and equivalent depreciation expense amounts were as follows:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Paid lease fees.................................................................................................................................................. ¥2,158 ¥2,562 $17,983
Equivalent depreciation expense fees ............................................................................................................... 2,158 2,562 17,983
Note: Equivalent depreciation expense amount is calculated using the straight-line method, with the lease period as the useful life and zero (0) as the residual value.

At December 31, 2002, assets leased under non-capitalized operating leases were as follows:

Future minimum lease payments for the remaining lease periods:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Due within one year .................................................................................................................................................. ¥053 ¥067 $0,442
Due over one year..................................................................................................................................................... 143 157 1,192

Total ..................................................................................................................................................................... ¥196 ¥224 $1,633

10. DERIVATIVE FINANCIAL INSTRUMENTS
The Company and certain subsidiaries enter into forward exchange contracts, interest rate swaps and commodity forwards for aluminum metal. The
Company and its subsidiaries have their basic policies to use derivative financial instruments for risk hedging within the limit of hedged receivables and
payables and do not hold or issue derivative financial instruments for trading purposes. Forward exchange contracts are used to hedge risk arising
from future fluctuations of foreign currency exchange with respect to receivables and payables denominated in foreign currencies. 

Interest rate swaps are used to hedge risk arising from future fluctuations of interest rates and reduce interest expenses. Commodity forwards for
aluminum metal are used to hedge risk arising from future fluctuations of commodity market prices with respect to commodity transactions. 

Under the Japanese Accounting Standards for Financial Instruments, which have been effective for fiscal years beginning on or after April 1, 2000,
the Companies have applied hedge accounting. 
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At December 31, 2002 and 2001, the derivative financial instruments of the Companies were as follows:

Thousands of
Millions of yen U.S. dollars

2002 2002

Contract Valuation Valuation
amount Fair value gain (loss) gain (loss)

Related to interest rates
Interest rate swaps:

Paying fixed rates and receiving floating rates ...................................................................... ¥12,576 ¥(223) ¥(223) $(1,858)

Millions of yen

2001

Contract Valuation
amount Fair value gain (loss)

Related to interest rates
Interest rate swaps:

Paying fixed rates and receiving floating rates ...................................................................... ¥20,427 ¥(620) ¥(620)

11. INCOME TAXES
At December 31, 2002 and 2001, significant components of deferred tax assets and liabilities were as follows:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Deferred tax assets:
Tax loss carryforwards............................................................................................................................. ¥23,788 ¥25,476 $198,233
Write-down of marketable and investment securities ............................................................................... 7,594 6,486 63,283
Reserve for restructuring expenses.......................................................................................................... 3,447 9,945 28,725
Unrealized earnings from the sale of fixed assets ..................................................................................... 1,818 1,797 15,150
Securities valuation surplus...................................................................................................................... 1,994 — 16,617
Non-deductible expenses:

Allowance for doubtful accounts.......................................................................................................... 928 1,317 7,733
Employees’ severance indemnities ...................................................................................................... 2,914 2,781 24,283
Accrued bonuses ................................................................................................................................ 768 1,113 6,400
Depreciation ........................................................................................................................................ 1,084 1,028 9,033

Other....................................................................................................................................................... 2,507 2,143 20,892
Subtotal of deferred tax assets .................................................................................................................... 46,841 52,085 390,342

Valuation allowance ................................................................................................................................. (10,375) (16,712) (86,458)

Total deferred tax assets ..................................................................................................................... 36,467 35,373 303,892

Deferred tax liabilities:
Amount of revaluation from the book value.............................................................................................. (7,167) (5,259) (59,725)
Special depreciation reserve.................................................................................................................... (1,624) (1,706) (13,533)
Other....................................................................................................................................................... (1,472) (1,366) (12,267)

Total deferred tax liabilities................................................................................................................... (10,264) (8,331) (85,533)

Net deferred tax assets ............................................................................................................................... ¥26,203 ¥27,043 $218,358

NNOTES TO FINANCIAL STATEMENTS
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The net deferred tax assets at December 31, 2002 and 2001 are included in the consolidated balance sheets as follows:

Thousands of
Millions of yen U.S. dollars

2002 2001 2002

Deferred tax assets—current ....................................................................................................................... ¥07,834 ¥13,789 $065,282
Deferred tax assets—non-current................................................................................................................ 24,410 18,034 203,417
Other current liabilities ................................................................................................................................. (46) — (383)
Deferred tax liabilities—non-current ............................................................................................................. (5,995) (4,780) (49,956)

12. SEGMENT INFORMATION
The operations of the Companies for the years ended December 31, 2002 and 2001 are summarized by industry segment as follows:
Year ended December 31, 2002 Millions of yen

Inorganic
Petrochemicals Chemicals Electronics Materials Aluminum Elimination Consolidated

Sales
Outside customers ................................................ ¥227,753 ¥068,530 ¥75,248 ¥056,878 ¥245,610 ¥        — ¥674,018
Inter-segment ........................................................ 1,772 1,781 680 595 18,948 (23,775) —

Total .................................................................. 229,524 70,311 75,928 57,472 264,558 (23,775) 674,018
Operating costs ..................................................... 219,569 64,632 69,738 56,103 251,663 (18,991) 642,715

Operating income .................................................. ¥009,955 ¥005,679 ¥06,189 ¥001,369 ¥012,894 ¥  (4,785) ¥031,303

Assets ....................................................................... ¥259,520 ¥148,433 ¥88,221 ¥119,566 ¥370,765 ¥00,038 ¥986,544
Depreciation and amortization ................................... 8,195 4,106 6,720 3,158 15,077 (302) 36,956
Capital expenditures .................................................. 6,302 5,475 4,695 2,327 9,645 — 28,446

Year ended December 31, 2001 Millions of yen

Inorganic
Petrochemicals Chemicals Electronics Materials Aluminum Elimination Consolidated

Sales
Outside customers ................................................ ¥233,647 ¥073,020 ¥77,742 ¥054,555 ¥269,936 ¥       — ¥0,708,900
Inter-segment ........................................................ 1,478 1,444 75 480 18,684 (22,161) —

Total .................................................................. 235,125 74,464 77,817 55,035 288,620 (22,161) 708,900
Operating costs ..................................................... 228,995 69,756 76,395 51,524 280,585 (17,523) 689,732

Operating income .................................................. ¥006,130 ¥004,708 ¥01,422 ¥003,511 ¥008,036 ¥  (4,638) ¥00,19,169

Assets ....................................................................... ¥260,301 ¥147,472 ¥95,760 ¥121,749 ¥383,783 ¥21,807 ¥1,030,872
Depreciation and amortization ................................... 8,193 4,332 6,142 3,215 17,095 (83) 38,893
Capital expenditures .................................................. 5,392 4,281 7,574 2,552 12,501 — 32,299



Year ended December 31, 2002 Thousands of U.S. dollars

Inorganic
Petrochemicals Chemicals Electronics Materials Aluminum Elimination Consolidated

Sales
Outside customers ....................................... $1,897,938 $0,571,086 $627,063 $473,981 $2,046,747 $          — $5,616,815
Inter-segment ............................................... 14,766 14,840 5,667 4,955 157,900 (198,128) —

Total ......................................................... 1,912,704 585,926 632,730 478,936 2,204,647 (198,128) 5,616,815
Operating costs ............................................ 1,829,744 538,598 581,154 467,524 2,097,195 (158,257) 5,355,958

Operating income ......................................... $0,082,960 $0,047,328 $051,576 $011,412 $0,107,452 $ (39,871) $0,260,856

Assets .............................................................. $2,162,663 $1,236,945 $735,178 $996,387 $3,089,705 $000,318 $8,221,197
Depreciation and amortization........................... 68,292 34,217 56,000 26,317 125,642 (2,517) 307,967
Capital expenditures ......................................... 52,517 45,625 39,125 19,392 80,375 — 237,053

The operations of the Companies for the years ended December 31, 2002 and 2001 are summarized by geographic area as follows:

Year ended December 31, 2002 Millions of yen

Domestic companies Overseas companies Elimination Consolidated

Sales
Outside customers ............................................................................................... ¥608,433 ¥65,584 ¥       — ¥674,018
Inter-segment....................................................................................................... 28,897 3,384 (32,281) —

Total................................................................................................................. 637,330 68,969 (32,281) 674,018
Operating costs.................................................................................................... 602,985 67,153 (27,423) 642,715

Operating income................................................................................................. ¥034,346 ¥01,816 ¥ (4,858) ¥031,303

Assets ...................................................................................................................... ¥929,844 ¥45,286 ¥11,414 ¥986,544

Year ended December 31, 2001 Millions of yen

Domestic companies Overseas companies Elimination Consolidated

Sales
Outside customers ............................................................................................... ¥635,894 ¥73,006 ¥        — ¥0,708,900
Inter-segment....................................................................................................... 25,296 4,231 (29,527) —

Total................................................................................................................. 661,190 77,237 (29,527) 708,900
Operating costs.................................................................................................... 640,441 73,937 (24,646) 689,732

Operating income................................................................................................. ¥020,749 ¥03,300 ¥ (4,881) ¥0,019,169

Assets ...................................................................................................................... ¥939,459 ¥53,132 ¥38,281 ¥1,030,872
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Year ended December 31, 2002 Thousands of U.S. dollars

Domestic companies Overseas companies Elimination Consolidated

Sales
Outside customers ............................................................................................ $5,070,279 $546,536 $         — $5,616,815
Inter-segment.................................................................................................... 240,808 28,203 (269,011) —

Total.............................................................................................................. 5,311,087 574,739 (269,011) 5,616,815
Operating costs................................................................................................. 5,024,874 559,609 (228,525) 5,355,958

Operating income.............................................................................................. $0,286,213 $015,130 $ (40,487) $0,260,856

Assets................................................................................................................... $7,748,696 $377,387 $095,114 $8,221,197

Overseas sales, which represent sales to customers outside of Japan, of the Companies for the year ended December 31, 2002 were summa-
rized by geographic area as follows:

Year ended December 31, 2002 Millions of yen

Asia Others Overseas sales

Overseas sales............................................................................................................................................ ¥81,550 ¥57,939 ¥139,489
Consolidated net sales................................................................................................................................ 674,018
Ratio of overseas sales to consolidated net sales........................................................................................ 12.1% 8.6% 20.7%

Year ended December 31, 2002 Thousands of U.S. dollars

Asia Others Overseas sales

Overseas sales ......................................................................................................................................... $679,583 $482,825 $1,162,408

Overseas sales for the year ended December 31, 2001 totaled ¥138,708 million and accounted for 19.6% of consolidated net sales.

13. REVALUATION RESERVE
The Company and certain consolidated subsidiaries revaluated the land they own for business in accordance with the Law Concerning Revaluation of
Land. The difference between the revalued amount and the book value, after the deduction of applicable tax, is stated as the revaluation reserve. The
revaluation was conducted using methods stipulated in the ordinance for enforcement of the law, specifically, the method in Item 4, Article 2 (reason-
able adjustment of the appraised value relating to land price tax), and the method in Item 5, Article 2 (estimation by experts). Revaluation was performed
on December 31, 2000, March 30, 2001 and March 31, 2002. The difference between the market value and the book value on the revaluated land as
of December 31, 2002 was ¥19,754 million (US$164,617 thousand).

Showa Homes K.K., which was merged with the Company effective June 21, 2002, revaluated the land during the current fiscal year. The
Company took over the revaluation reserve on such land and included it in the amount stated in the previous paragraph.

The revaluation was conducted using methods stipulated in the ordinance for enforcement of the law, specifically, the method in Item 4, Article 2
(reasonable adjustment of the appraised value relating to land price tax). Revaluation was performed on March 31, 2002. The book value of the
pertinent land decreased from ¥8,187 million (US$68,225 thousand) to ¥6,938 million (US$57,817 thousand).
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