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1. BASIS OF REPORTING FINANCIAL STATEMENTS
The accompanying consolidated financial statements have been 
 prepared in accordance with accounting principles and practices 
generally accepted in Japan, which are different in certain respects 
as to application and disclosure requirements of International 
Financial Reporting Standards, and from the consolidated financial 
statements which had been or will be filed with the Kanto Local Finance 
Bureau as required by the Financial Instruments and Exchange Law 
of Japan.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Principles of Consolidation
The consolidated financial statements for the years ended December 
31, 2008 and 2007 include the accounts of the Company and its 40 
and 38, respectively, significant subsidiaries (collectively “the 
Companies”).
 For the purposes of the consolidated financial statements, all sig-
nificant intercompany transactions, account balances and unrealized 
profits among the Companies are entirely eliminated and the portions 
thereof attributable to minority interests are credited or charged to 
minority interests.
 Accounts of subsidiaries whose business year-ends differ by more 
than three months from December 31 have been included using 
appropriate interim financial information.
 In the initial consolidation, assets and liabilities of subsidiaries includ-
ing those attributable to minority stockholders are recorded based on 
fair value in the accompanying consolidated financial statements.
 Goodwill which is the difference between acquisition cost and the 
underlying net assets at fair value at the date of acquisition is amor-
tized within a  period of 20 years on a straight-line basis.

(b) Investments in Non-Consolidated Subsidiaries and Affiliates 
The Company applied the equity method of accounting for invest-
ments in 4 non-consolidated subsidiaries in 2008 and 2007, and 16 
affiliates in 2008 and 18 affiliates in 2007.
 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.

(c) Translation of Foreign Currency Accounts
All receivables and payables denominated in foreign currencies at the 
balance sheet date are translated into Japanese yen at the current 
exchange rates.
 The resulting exchange gains or losses are credited or charged to 
income.
 The financial statements of certain consolidated subsidiaries of for-
eign nationality are translated into Japanese yen at the year-end rate 
for assets and liabilities, at historical rates for the other balance sheet 
accounts exclusive of the current year’s net income, and at the aver-
age annual rate for revenue and expense accounts and net income.
 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 net assets in the con-
solidated balance sheet.
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(d) 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 of value fluctuation.

(e) Securities
Debt securities that are intended to be held to maturity (“held-to-
maturity debt securities”) are stated at amortized cost on the  balance 
sheet. Available-for-sale securities with available fair market values 
are stated at fair market values. Unrealized gains and unrealized loss-
es on these available-for-sale securities are reported, net of applica-
ble income taxes, as a separate component of the net assets. 
 Realized gains or losses on sale of the available-for-sale securities 
are computed using primarily the moving-average cost. 
 Available-for-sale securities with no available fair market values are 
stated primarily at moving-average cost. 

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

(g) Inventories
Finished goods are stated principally at the lower of cost or market, 
using the gross-average cost method. Other inventories are stated 
principally at cost as determined by the gross-average method.

(h) Property, Plant and Equipment
Property, plant and equipment is stated at cost, in principle. With the 
adoption of the fixed asset impairment accounting standard from 
2004, however, aggregated amounts of impairment losses are 
deducted directly from respective items. Depreciation of property, 
plant and equipment is computed principally by the straight-line 
method, but the declining-balance method is applied to certain fac-
tories of the Company and some of the consolidated  subsidiaries.
Depreciation of the residual value of tangible fixed assets 
purchased on or before March 31, 2007
Due to the amendment of the Corporation Tax Law of Japan, effec-
tive April 1, 2007, when tangible fixed assets acquired before April 
1, 2007 have been depreciated to their allowable depreciation limits 
(5% of acquisition costs), amounts of such depreciation limits are 
recognized as depreciation expense equally over five years com-
mencing from 2008 or thereafter from the year immediately after the 
year in which the allowable depreciation limits have been reached. 
Certain consolidated domestic subsidiaries adopted this method in 
fiscal 2007. 
 As a result, depreciation expense increased by ¥3,704 million, 
operating income decreased by ¥3,176 million and income before 
income taxes decreased by ¥3,216 million compared with the corre-
sponding amounts under the previous method.

(i) Intangible Assets
The Company and some of the consolidated subsidiaries principally 
apply the straight-line method over five years to amortize intangible 
assets.
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5. CASH FLOW STATEMENTS
(a) Cash as of December 31, 2008 and 2007 on the consolidated balance sheets and cash equivalents at December 31, 2008 and 2007 on the con-
solidated statements of cash flows are reconciled as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Cash on hand and in banks ............................................................................................................................. ¥40,954 ¥31,894 $449,900
Original maturities of more than three months .................................................................................................. (5) (7) (60)

Cash and cash equivalents .............................................................................................................................. ¥40,949 ¥31,887 $449,840
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(j) Reserve for Restructuring Expenses
The Company and some of the consolidated subsidiaries record the 
reserve for restructuring expenses on an accrual basis to provide for 
expenses and losses resulting from their restructuring programs.

(k) Reserve for Bonus Payment
A reserve for bonus payment is provided at an amount estimated 
based on the bonus to be paid subsequent to the balance sheet date.

(l) Accrued Retirement Benefits
Accrued retirement benefits are provided based on the projected ben-
efit obligation and fair value of plan assets at the end of the year. The 
figure is based on the amount of severance benefit obligations at the 
balance sheet date and the estimated amount of the pension fund.
 Prior service costs are amortized on a straight-line basis over certain 
periods (mainly 12 years) within the average remaining service periods.
 The unrecognized actuarial gain or loss is amortized starting the 
year after such actuarial loss is determined on a straight-line basis 
over certain periods (mainly 12 years) within the average remaining 
service periods. 

(m) Reserve for Directors’ Retirement Benefits
Some of the consolidated subsidiaries provide for the retirement 
allowance for directors and statutory corporate auditors in an amount 
determined by those companies’ internal guidelines.

(n)  Reserve for Periodic Repairs
The Company provides a reserve for periodic repairs in an amount 
estimated to be necessary for the maintenance schedule for produc-
tion equipment.

(o) Income Taxes
Income taxes consist of corporation, enterprise and inhabitants taxes. 
The provision for income taxes is computed based on the pretax 
income of each of the Company and its consolidated subsidiaries with 
certain adjustments required for consolidation and tax purposes. The 
asset and liability approach is used to recognize deferred tax assets 
and liabilities for the expected future tax consequences of temporary 
differences between the carrying amounts and the tax bases of assets 
and liabilities. (Valuation allowances are recorded to reduce deferred 
tax assets based on the assessment of the realizability of the tax 
 benefits.)

(p) 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.

(q) Reclassifications 
Certain reclassifications have been made in the 2007 financial state-
ments to conform to the presentation of 2008. 

3. CHANGES IN ACCOUNTING POLICIES

(a) Application of Standards and Methods 
for Valuation of Inventories
On July 5, 2006, the Accounting Standards Board of Japan issued 
ASBJ Statement No. 9, “Accounting Standard for Measurement of 
Inventories” (the “New Accounting Standard”). Under the existing 
accounting standard, inventories are stated at market values or costs 
unless market values decline significantly and are not expected to 
recover to the cost, in such cases costs are reduced to such recov-
erable amounts. The New Accounting Standard requires that inven-
tories held for sale in the ordinary course of business be measured at 
the lower of cost or net selling value, which is defined as the selling 
price less additional estimated manufacturing costs and estimated 
direct selling expenses. The replacement cost may be used in place 
of the net selling value, if appropriate. The standard also requires that 
inventories held for trading purposes be measured at the market 
price. 
 Certain consolidated subsidiaries adopted the New Accounting 
Standard in fiscal 2008. This change had no impact on income.

(b) Application of Accounting Standards for Leases
On March 30, 2007, the Accounting Standards Board of Japan 
issued “Accounting Standard for Lease Transactions” (ASBJ 
Statement No. 13) and “Guidance on Accounting Standard for Lease 
Transactions” (ASBJ Guidance No. 16). The new accounting stan-
dards require that all finance lease transactions must be capitalized. 
Certain consolidated domestic subsidiaries adopted the new 
accounting standards in fiscal 2008, and depreciated capitalized 
leased assets using the straight-line method over the lease term with 
no residual values. Previously, such subsidiaries accounted for 
finance leases that do not transfer ownership to the lessee in the 
same manner as operating leases. 
 This change had no impact on income.

4. 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 
into U.S. dollars at the rate of ¥91.03 to US$1.00, the approximate 
rate of exchange at December 31, 2008. 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.
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(b) Significant non-cash transactions were as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Convertible bonds with warrants attached
 Exercise of warrants
  Increase in common stock........................................................................................................................ — ¥11,080 —
  Increase in capital reserve ........................................................................................................................ — 11,007 —

  Decrease in convertible bonds .................................................................................................................. — ¥22,087 —

Note: Each of the above includes the conversion of convertible bonds issued based on the former corporate code.

6. SECURITIES
The tables that follow summarize acquisition costs and book values of marketable securities as of December 31, 2008 and 2007.

(a) Securities are deemed to be “substantially declined” when their market values have declined 30% or more. When their market values have 
declined 50% or more, the impairment losses are recorded on those securities. When their market values have declined between 30% and 50%, the 
impairment losses are recorded on those securities unless such values are considered to be recoverable on an individual basis. The following tables 
summarize book values of marketable securities as of December 31, 2008 and 2007:
Year ended December 31, 2008 Millions of yen

 Acquisition Book 
 costs  value Difference

Securities whose book value exceeds their acquisition cost
 Equity securities ..............................................................................................................................................  ¥15,111 ¥28,815 ¥13,704
Other securities
 Equity securities ..............................................................................................................................................  12,002 9,626 (2,376)
 Corporate bond ..............................................................................................................................................  72 35 (37)

 Total ................................................................................................................................................................  ¥27,185 ¥38,476 ¥11,291

Year ended December 31, 2007 Millions of yen

 Acquisition Book 
 costs  value Difference

Securities whose book value exceeds their acquisition cost
 Equity securities ..............................................................................................................................................  ¥22,417 ¥49,981 ¥27,564
Other securities
 Equity securities ..............................................................................................................................................  2,444 1,929 (515)
 Corporate bond ..............................................................................................................................................  89 74 (15)

 Total ................................................................................................................................................................  ¥24,950 ¥51,984 ¥27,034

Year ended December 31, 2008  Thousands of U.S. dollars

 Acquisition Book 
 costs  value Difference

Securities whose book value exceeds their acquisition cost
 Equity securities ............................................................................................................................................ $166,000 $316,544 $150,544
Other securities
 Equity securities ............................................................................................................................................ 131,847 105,745 (26,102)
 Corporate bond ............................................................................................................................................ 791 385 (406)

 Total .............................................................................................................................................................. $298,638 $422,674 $124,036
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(b) The following tables summarize marketable securities sold in the years ended December 31, 2008 and 2007:
Year ended December 31, 2008 Millions of yen

 Sale Gross gain Gross loss

Equity securities .....................................................................................................................................................  ¥16,549 ¥9,789 ¥(12)

Year ended December 31, 2007 Millions of yen

 Sale Gross gain Gross loss

Equity securities ....................................................................................................................................................  ¥7,864 ¥2,402 ¥(29)

Year ended December 31, 2008  Thousands of U.S. dollars

 Sale Gross gain Gross loss

Equity securities ...................................................................................................................................................  $181,797 $107,536 $(132)

(c) The following table summarizes book values of securities with no quoted market values as of December 31, 2008 and 2007:

    Thousands of
  Millions of yen  U.S. dollars

 2008  2007 2008

Held-to-maturity debt securities
 Local bonds ..............................................................................................................................................  ¥ 12 ¥00,014 $ 127

Available-for-sale securities
 Non-listed equity securities .......................................................................................................................  4,445 10,192 48,830

 Total ..........................................................................................................................................................  ¥4,457 ¥10,206 $48,957

(d) The following tables summarize marketable securities with maturities and held-to-maturity debt securities at December 31, 2008 and 2007 
(all securities have a matu rity of 10 years or less):
Year ended December 31, 2008  Millions of yen

  Over 1 year but Over 5 years but
 Within 1 year within 5 years within 10 years

Government bonds ......................................................................................................................  ¥2 ¥ 9 ¥0
Corporate bond ...........................................................................................................................  — 35 — 

 Total .........................................................................................................................................  ¥2 ¥44 ¥0

Year ended December 31, 2007  Millions of yen

  Over 1 year but Over 5 years but
 Within 1 year within 5 years within 10 years

Government bonds ......................................................................................................................  ¥2 ¥09 ¥2
Corporate bond ...........................................................................................................................  — 75 —

 Total .........................................................................................................................................  ¥2 ¥84 ¥2

Year ended December 31, 2008 Thousands of U.S. dollars

  Over 1 year but Over 5 years but
 Within 1 year within 5 years within 10 years

Government bonds ....................................................................................................................  $25 $101 $0
Corporate bond .........................................................................................................................  — 382 —

 Total .......................................................................................................................................  $25 $483 $0

NOTES TO FINANCIAL STATEMENTS
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7. EFFECT OF YEAR-END DATE ON FINANCIAL STATEMENTS
The year-end date of 2008, namely, December 31, 2008, was a bank holiday. Although notes receivable and payable on this date were accordingly 
settled on January 5, 2009, the Companies accounted for those notes in their financial statements as if they had been settled on the earlier date.
 Notes outstanding at December 31, 2008 and 2007 dealt with in the above-mentioned manner were as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Notes receivable ..................................................................................................................................................... ¥276 ¥406 $3,032
Notes payable ........................................................................................................................................................ 888 921 9,755

8. SHORT-TERM DEBT AND LONG-TERM DEBT
At December 31, 2008 and 2007, the short-term debt of the Companies consisted of the following:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Bank loans at the average interest rate of 1.33% ......................................................................................  ¥100,717 ¥87,424 $1,106,415
Commercial paper ....................................................................................................................................  — 6,500 —

 Total ......................................................................................................................................................  ¥100,717 ¥93,924 $1,106,415

 At December 31, 2008 and 2007, the long-term debt of the Companies consisted of the following:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

TIBOR+1.05% bonds due 2008 ............................................................................................................. ¥ — ¥ 3,000 $ —
1.36% bonds due 2010 .......................................................................................................................... 3,000 3,000 32,956
1.32% bonds due 2010 .......................................................................................................................... 10,000 10,000 109,854
1.81% bonds due 2012 .......................................................................................................................... 10,000 10,000 109,854
1.49% bonds due 2012 .......................................................................................................................... 10,000 10,000 109,854
2.05% bonds due 2011 .......................................................................................................................... 3,000 3,000 32,956
Loans principally from banks and insurance companies due 2009 to 2016 
 at the average interest rate of 1.53% .................................................................................................... 256,198 262,722 2,814,430

 .............................................................................................................................................................. 292,198 301,722 3,209,904
Less: Current portion .............................................................................................................................. (59,448) (63,433) (653,059)

  Total ................................................................................................................................................ ¥232,750 ¥238,289 $2,556,845

 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

2010...............................................................................................................................................................................  ¥073,596 $0,808,481
2011...............................................................................................................................................................................  63,777 700,615
2012...............................................................................................................................................................................  65,131 715,489
2013...............................................................................................................................................................................  14,343 157,563
2014 and thereafter ........................................................................................................................................................  15,903 174,697

 Total ............................................................................................................................................................................  ¥232,750 $2,556,845
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 At December 31, 2008 and 2007, the following assets were pledged as collateral for short-term debt and long-term debt:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Assets pledged as collateral
 Investment securities...........................................................................................................................  ¥ 1,213 ¥001,851 $ 13,325
 Property, plant and equipment, less accumulated depreciation ...........................................................  183,769 190,702 2,018,774

  Total ................................................................................................................................................  ¥184,982 ¥192,553 $2,032,099

Secured short-term debt and long-term debt
 Long-term debt (includes due within 1 year) ........................................................................................  ¥ 3,920 ¥ 10,272 $ 43,065
 Other debt ..........................................................................................................................................  1,296 1,536 14,237

   .......................................................................................................................................................  ¥ 5,216 ¥ 11,808 $ 57,302

9. ACCRUED RETIREMENT BENEFITS
(a) The plans’ funded status and amount recognized on the accompanying consolidated balance sheet as of December 31, 2008 and 2007 were as 
follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Benefit obligation at the end of year ...................................................................................................... ¥(112,580) ¥(115,994) $(1,236,735)
Fair value of plan assets at the end of year ........................................................................................... 59,707 76,980 655,905

Funded status ...................................................................................................................................... (52,873) (39,014) (580,830)
Unrecognized actuarial loss .................................................................................................................. 29,807 14,115 327,442
Unrecognized prior service costs .......................................................................................................... (5,480) (6,235) (60,200)

 Net amount recognized ..................................................................................................................... (28,546) (31,134) (313,588)
Prepaid pension expense ..................................................................................................................... 113 42 1,238

 Accrued retirement benefits .............................................................................................................. ¥ (28,659) ¥ (31,176) $ (314,826)

(b) The components of net retirement benefit costs for the years ended December 31, 2008 and 2007 were as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Service cost ........................................................................................................................................................ ¥2,655 ¥2,754 $29,166
Interest cost ....................................................................................................................................................... 2,392 2,473 26,277
Expected return on plan assets .......................................................................................................................... (1,850) (1,857) (20,323)
Recognized actuarial loss ................................................................................................................................... 2,249 2,155 24,706
Prior service cost ................................................................................................................................................ (779) (789) (8,558)

 Net periodic cost ............................................................................................................................................ 4,667 4,736 51,268

Cost for defined contribution plan ....................................................................................................................... 200 104 2,198

 Total ................................................................................................................................................................ ¥4,867 ¥4,840 $53,466

(c) The assumptions and basis as of December 31, 2008 and 2007 were as follows:
Year ended December 31, 2001 2008 2007

Discount rate ..............................................................................................................................................  Mainly 2.0% Mainly 2.0%
Expected rate of return on plan assets........................................................................................................  Mainly 2.5% Mainly 2.5%
Amortization period for actuarial loss ..........................................................................................................  Mainly 12 years Mainly 12 years
Amortization period for prior service cost ....................................................................................................  Mainly 12 years Mainly 12 years

NOTES TO FINANCIAL STATEMENTS
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10. INCOME TAXES
(a) At December 31, 2008 and 2007, significant components of deferred tax assets and liabilities were as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Deferred tax assets
 Accrued retirement benefits ......................................................................................................................  ¥11,526 ¥12,576 $126,618
 Tax loss carryforwards ..............................................................................................................................  6,152 05,760 67,582
 Write-down of marketable and investment securities .................................................................................  9,008 8,975 98,956
 Unrealized losses on hedging derivatives ..................................................................................................  4,179  —  45,908
 Depreciation ..............................................................................................................................................  2,423  987 26,618
 Write-down of inventories ..........................................................................................................................  1,471  312 16,160
 Loss on impairment of fixed assets ...........................................................................................................  1,416  1,827 15,555
 Unrealized earnings from the sale of fixed assets ......................................................................................  1,315  1,328 14,446
 Reserve for periodic repairs .......................................................................................................................  1,138  810 12,501
 Deduction of foreign corporation tax carried forward .................................................................................  933  252 10,249
 Reserve for bonus payment ......................................................................................................................  796  687 8,744
 Loss on valuation of golf course memberships ..........................................................................................  469  — 5,152
 Allowance for doubtful accounts ...............................................................................................................  345 440 3,790
 Directors’ retirement benefits payable .......................................................................................................  230 286 2,527
 Enterprise tax and business office tax payable ..........................................................................................  — 1,068 —
 One-time write-off assets ..........................................................................................................................  227 226 2,494
 Other ........................................................................................................................................................  3,129 2,580 34,374

 Subtotal of deferred tax assets ..................................................................................................................  44,757 38,114 491,674
 Valuation allowance ...................................................................................................................................  (13,856) (13,267) (152,214)

 Total deferred tax assets ...........................................................................................................................  30,901 24,847 339,460

Deferred tax liabilities
 Amount of revaluation from the book value................................................................................................  (4,971) (4,675) (54,608)
 Unrealized gains on available-for-sale securities ........................................................................................  (4,652) (10,979) (51,104)
 Special depreciation reserve .....................................................................................................................  (1,582) (1,664) (17,379)
 Reserve for advanced depreciation of fixed assets ....................................................................................  (1,121) (1,166) (12,315)
 Unrealized gains on hedging derivatives ....................................................................................................  — (299) —
 Other ........................................................................................................................................................  (1,480) (1,587) (16,258)

 Total deferred tax liabilities .........................................................................................................................  (13,806) (20,370) (151,664)

Net deferred tax assets .................................................................................................................................  ¥17,095 ¥ 4,477 $187,796

(b) The net deferred tax assets at December 31, 2008 and 2007 were included in the consolidated balance sheets as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Deferred tax assets—current ..........................................................................................................................  ¥ 5,877 ¥3,225 $ 64,562
Deferred tax assets—non-current ...................................................................................................................  17,624 7,539 193,607
Other current liabilities ....................................................................................................................................  (7) (4) (77)
Deferred tax liabilities—non-current ................................................................................................................  (6,399) (6,283) (70,294)
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(c) Significant items in the reconciliation of the normal income tax rate to the effective rate at December 31, 2008 and 2007 were as follows:

 2008 2007

Normal income tax rate in Japan ................................................................................................................................................... 40.7)% 40.7)%
Increase in valuation allowances .................................................................................................................................................... 19.0 4.2
Income (loss) of companies receiving preferential tax treatment for investment .............................................................................. 18.0 —
Differences of statutory tax rate in subsidiaries ............................................................................................................................... 5.8 0.9
Unrealized earnings from the sale of fixed assets ........................................................................................................................... (13.2) (0.8)
Elimination of dividend income through subsidiaries and other ....................................................................................................... (9.1) 4.5
Tax credit ....................................................................................................................................................................................... (7.6) (3.1)
Equity in earnings of non-consolidated subsidiaries ....................................................................................................................... (4.8) (1.7)
Unrealized income on inventories ................................................................................................................................................... (3.0) —
Amortization of goodwill ................................................................................................................................................ — 0.8
Permanently non-deductible expenses ............................................................................................................................ — 0.8
Permanently non-taxable dividends received ................................................................................................................................. — (3.2)
Valuation losses on shareholdings in consolidated subsidiaries ...................................................................................................... — (4.9)
Other ............................................................................................................................................................................................. 0.2 (0.8)

Effective tax rate ............................................................................................................................................................................ 46.0)% 37.4)%

11. LOSS ON IMPAIRMENT OF FIXED ASSETS
At December 31, 2008, major losses on impairment of fixed assets were as follows:

Location Major use Asset category Millions of yen Thousands of U.S. dollars

Oita City, Oita Prefecture, etc. Idle assets Land ¥3,081 $33,841
Oyama City, Tochigi Prefecture Welfare facilities, etc. Land and buildings, etc. 636 6,991
Hikone City, Shiga Prefecture, etc. Idle assets, etc. Machinery and equipment, etc. 604 6,635

 Total ...............................................................................................................................................................  ¥4,321 $47,467

12. INFORMATION FOR CERTAIN LEASES
At December 31, 2008 and 2007, assets leased under non-capitalized financial leases were as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Machinery and equipment ............................................................................................................................... ¥22,516 ¥22,840 $247,347
Other ............................................................................................................................................................... 346 373 3,798
Less: Accumulated depreciation and amortization ........................................................................................... (10,823) (10,026) (118,896)

 Total ............................................................................................................................................................. ¥12,039 ¥13,187 $132,249

 At December 31, 2008 and 2007, future minimum lease payments for the remaining lease periods were as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Due within one year ......................................................................................................................................... ¥ 3,142 ¥ 3,167 $ 34,516
Due over one year ........................................................................................................................................... 8,897 10,020 97,733

 Total ............................................................................................................................................................. ¥12,039 ¥13,187 $132,249

 At December 31, 2008 and 2007, paid lease fees and equivalent depreciation expense amounts were as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Paid lease fees .................................................................................................................................................... ¥3,630 ¥3,217 $39,873
Equivalent depreciation expense fees .................................................................................................................. 3,630 3,217 39,873
Note: Equivalent depreciation expense amounts are calculated using the straight-line method, with the lease period as the useful life and zero (0) as the residual value.

NOTES TO FINANCIAL STATEMENTS
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 At December 31, 2008 and 2007, 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

 2008 2007 2008

Due within one year ............................................................................................................................................. ¥1,070 ¥1,182 $11,752
Due over one year ............................................................................................................................................... 950 1,768 10,440

 Total ................................................................................................................................................................. ¥2,020 ¥2,950 $22,192

13. CONTINGENT LIABILITIES
At December 31, 2008, the Companies were guarantors for the borrowings below. The guarantees were principally for non-consolidated 
 subsidiaries, affiliates and others.

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Guarantees .......................................................................................................................................................  ¥8,639 ¥14,498 $94,903

 As the amounts include joint and several guarantors’ portions as well as the Companies’, the actual amounts that the Companies were contin-
gently liable to pay were smaller than the above.

14. NET ASSETS
The Corporate Law of Japan (the “Law”) provides that the entire amount paid for new shares may be credited to the stated capital, with the provi-
sion that, by resolution of the Board of Directors, up to one-half of such amount paid for new shares may be credited to additional paid-in capital, 
which is included in capital surplus.
 The Law provides that an amount equal to 10% of cash appropriations of retained earnings shall be set aside as additional paid-in capital or a 
legal earnings reserve until the total of such reserve and additional paid-in capital equals 25% of the stated capital. Additional paid-in capital and 
the legal earnings reserve may be used to eliminate or reduce a deficit, if any, or be capitalized by resolution at the Ordinary General Meeting of 
Shareholders. All additional paid-in capital and the legal earnings reserve may be transferred to other capital surplus and retained earnings, respec-
tively, which are potentially available for dividends. Additional paid-in capital and the legal earnings reserve are included in capital surplus and 
retained earnings, respectively.
 The Law does not have a definition about the classification of paid-in capital between common stock and preferred stock. Accordingly, the 
Company states its capital in the total amount paid by issuing common stock and preferred stock.
 The maximum amount that the Company can distribute as dividends is calculated based on the non-consolidated financial statements of the 
Company in accordance with Japanese laws and regulations.

15. LAND REVALUATION RESERVE
The Company and some of its consolidated subsidiaries revalued 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 a land revaluation 
reserve. The revaluation was conducted using methods stipulated in the ordinance for enforcement of the law, specifically, the method in Item 4 of 
Article 2 (Reasonable Adjustment of the Appraised Value Relating to Land Price Tax), and the method in Item 5 of Article 2 (Estimation by Experts). 
The excess of the carrying amount of the revalued land over the market value at December 31, 2008 was ¥55,742 million (US$612,348 thousand).

16. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
Selling, general and administrative expenses for the years ended December 31, 2008 and 2007 were summarized as follows:

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Freight ............................................................................................................................................................. ¥19,355 ¥19,630 $212,622
Employees’ compensation ............................................................................................................................... 18,658 19,064 204,965
Other ............................................................................................................................................................... 50,609 47,122 555,964

 Total ............................................................................................................................................................. ¥88,622 ¥85,816 $973,551

 Research and development expenses included in this summary for the years ended December 31, 2008 and 2007 were ¥20,039 million 
(US$220,136 thousand) and ¥17,363 million, respectively.
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17. RESEARCH AND DEVELOPMENT
Research and development costs included in the cost of sales and selling, general and administrative expenses for the years ended December 31, 
2008 and 2007 were ¥20,072 million (US$220,499 thousand) and ¥17,396 million, respectively.

18. DERIVATIVE FINANCIAL INSTRUMENTS
The Company and certain subsidiaries enter into forward exchange contracts, currency option tradings, currency swaps, interest rate swaps and 
commodity forwards for aluminum metal. The Company and its subsidiaries have a basic policy of using derivative financial instruments for risk hedg-
ing within the limit of hedged receivables and payables and do not hold or issue derivative financial instruments for speculation 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 stabilize 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.
 At December 31, 2008, contract amounts, fair value and valuation gain on the derivative transactions, except those accounted for using hedge 
accounting, were as follows:
Year ended December 31, 2008  Thousands of
 Millions of yen U.S. dollars

 2008 2008

 Contract  Valuation Valuation
 Amount Fair Value Gain Gain

Currency swaps:
 Receipt Singapore dollar
 Payment U.S. dollar ................................................................................................................. ¥5,770 ¥117 ¥117 $1,289
 Receipt yen 
 Payment U.S. dollar ................................................................................................................. 6,372 8  8  87

19. SEGMENT INFORMATION
(a) The operations of the Companies for the years ended December 31, 2008 and 2007 were summarized by business segment as follows:
Year ended December 31, 2008 Millions of yen

 Petrochemicals Chemicals Electronics Inorganics Aluminum Elimination Consolidated

Sales
 Outside customers ................................................ ¥400,173  ¥ 93,319  ¥188,778  ¥ 88,797 ¥232,809  ¥ — ¥1,003,876
 Inter-segment ........................................................ 2,679  140  319  26 25,701  (28,865) —

  Total .................................................................. 402,852  93,459  189,097  88,823 258,510  (28,865) 1,003,876
 Operating costs .................................................... 404,133  88,130  179,838  69,579 258,722  (23,318) 977,084

 Operating income (loss)......................................... ¥ (1,281) ¥ 5,329  ¥ 9,259  ¥ 19,244 ¥ (212) ¥ (5,547) ¥ 26,792

Assets ...................................................................... ¥205,663  ¥151,928  ¥196,253  ¥133,237 ¥235,917  ¥39,012  ¥ 962,010
Depreciation and amortization .................................. 6,716  6,741  33,758  3,455 9,999  (230) 60,439
Loss on impairment of fixed assets ........................... 3,007  — — 63 1,251  — 4,321
Capital expenditures ................................................. 8,101  7,691  28,951  4,151 6,597  (692) 54,799

 Due to the amendment of the Corporation Tax Law of Japan, effective April 1, 2007, when tangible fixed assets acquired before April 1, 2007 have 
been depreciated to their allowable depreciation limits (5% of acquisition costs), amounts of such depreciation limits are recognized as depreciation 
expense equally over five years commencing from 2008 or thereafter from the year immediately after the year in which the allowable depreciation lim-
its have been reached. Certain consolidated domestic subsidiaries adopted this method in fiscal 2007. 
 As a result, compared with the corresponding amounts under the previous methods, depreciation increased ¥1,042 million in Petrochemicals, 
¥864 million in Chemicals, ¥261 million in Electronics, ¥501 million in Inorganics and ¥1,036 million in Aluminum; operating costs rose ¥1,030 million 
in Petrochemicals, ¥671 million in Chemicals, ¥225 million in Electronics, ¥340 million in Inorganics and ¥909 million in Aluminum; and operating 
income declined by the same amounts, respectively. In addition, assets decreased ¥1,034 million in Petrochemicals, ¥681 million in Chemicals, 
¥235 million in Electronics, ¥340 million in Inorganics and ¥925 million in Aluminum.
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Year ended December 31, 2007 Millions of yen

 Petrochemicals Chemicals Electronics Inorganics Aluminum Elimination Consolidated

Sales
 Outside customers ................................................. ¥395,105 ¥084,709 ¥201,013 ¥084,599 ¥257,812 ¥        — ¥1,023,238
 Inter-segment ......................................................... 2,564 318 166 57 24,562 (27,667) —

  Total ................................................................... 397,669 85,027 201,179 84,656 282,374 (27,667) 1,023,238
 Operating costs ..................................................... 378,095 77,596 175,346 63,762 274,332 (22,564) 946,567

 Operating income .................................................. ¥019,574 ¥007,431 ¥025,833 ¥020,894 ¥008,042 ¥ (5,103) ¥00,76,671

Assets ....................................................................... ¥242,811 ¥137,798 ¥225,332 ¥125,542 ¥270,617 ¥27,529 ¥1,029,629
Depreciation and amortization ................................... 5,656 5,011 27,687 2,802 8,799 (194) 49,761
Loss on impairment of fixed assets ............................ 1,134 99 140 158 186 — 1,717
Capital expenditures .................................................. 5,562 5,052 44,406 3,743 10,789 (206) 69,346

 Effective from fiscal 2007, the method for calculating depreciation has been changed. As a result, compared with the corresponding amounts 
under the previous methods, depreciation increased ¥24 million in Petrochemicals, ¥21 million in Chemicals, ¥164 million in Electronics, ¥15 million 
in Inorganics and ¥118 million in Aluminum; operating costs rose ¥23 million in Petrochemicals, ¥18 million in Chemicals, ¥110 million in Electronics, 
¥8 million in Inorganics and ¥110 million in Aluminum; and operating income declined by the same amounts, respectively. In addition, assets declined 
¥23 million in Petrochemicals, ¥18 million in Chemicals, ¥154 million in Electronics, ¥8 million in Inorganics and ¥110 million in Aluminum. 
 Due to the amendment of the Corporation Tax Law of Japan, effective April 1, 2007, when tangible fixed assets acquired before April 1, 2007 have 
been depreciated to their allowable depreciation limits (5% of acquisition costs), amounts of such depreciation limits are recognized as depreciation 
expense equally over five years commencing from 2007 or thereafter from the year immediately after the year in which the allowable depreciation 
 limits have been reached. Certain consolidated domestic subsidiaries adopted this method in fiscal 2007.  As a result, compared with the corre-
sponding amounts under the previous methods, for Petrochemicals, depreciation increased ¥111 million, operating costs rose ¥103 million and 
 operating income declined by the same amount as the increase in operating costs. In addition, for Petrochemicals, assets decreased ¥103 million. 

Year ended December 31, 2008 Thousands of U.S. dollars

 Petrochemicals Chemicals Electronics Inorganics Aluminum Elimination Consolidated

Sales
 Outside customers ................................  $4,396,056 $1,025,146 $2,073,800 $ 975,470 $2,557,500 $ — $11,027,972
 Inter-segment ........................................  29,430 1,538 3,504 286 282,335 (317,093) —

  Total ..................................................  4,425,486 1,026,684 2,077,304 975,756 2,839,835 (317,093) 11,027,972
 Operating costs ....................................  4,439,558 968,142 1,975,590 764,352 2,842,164 (256,153) 10,733,653

 Operating income (loss).........................  $ (14,072) $ 58,542 $ 101,714 $ 211,404 $ (2,329) $ (60,940) $ 294,319

Assets ......................................................  $2,259,288 $1,668,988 $2,155,916 $1,463,660 $2,591,640 $428,560 $10,568,052
Depreciation and amortization ..................  73,778 74,053 370,845 37,955 109,843 (2,529) 663,945
Loss on impairment of fixed assets ...........  33,033 — — 692 13,742 — 47,467
Capital expenditures .................................  88,993 84,489 318,038 45,600 72,471 (7,601) 601,990 
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(b) The operations of the Companies for the years ended December 31, 2008 and 2007 were summarized by geographic area as follows:
Year ended December 31, 2008 Millions of yen

 Japan Asia Others Elimination Consolidated

Sales
 Outside customers ......................................................................................... ¥846,730 ¥ 98,734 ¥58,412  ¥ — ¥1,003,876
 Inter-segment ................................................................................................. 32,379  7,195 714 (40,288) —

  Total ........................................................................................................... 879,109  105,929  59,126  (40,288) 1,003,876
 Operating costs ............................................................................................. 854,172  106,440  52,185  (35,713) 977,084

 Operating income (loss).................................................................................. ¥ 24,937 ¥ (511) ¥ 6,941  ¥ (4,575) ¥ 26,792

Assets ............................................................................................................... ¥853,585  ¥ 98,047  ¥36,377  ¥(25,999) ¥ 962,010

 Due to the amendment of the Corporation Tax Law of Japan, effective April 1, 2007, when tangible fixed assets acquired before April 1, 2007 have 
been depreciated to their allowable depreciation limits (5% of acquisition costs), amounts of such depreciation limits are recognized as depreciation 
expense equally over five years commencing from 2008 or thereafter from the year immediately after the year in which the allowable depreciation lim-
its have been reached. Certain consolidated domestic subsidiaries adopted this method in fiscal 2007. 
 As a result, compared with the corresponding amounts under the previous methods, operating costs in Japan were ¥3,176 million higher, operat-
ing income was lower by the same amount and assets were ¥3,216 million lower.

Year ended December 31, 2007 Millions of yen

 Japan Asia Others Elimination Consolidated

Sales
 Outside customers ......................................................................................... ¥857,022 ¥104,805 ¥61,411 ¥ — ¥1,023,238
 Inter-segment ................................................................................................. 33,453 5,314 638 (39,405) —

  Total ........................................................................................................... 890,475 110,119 62,049 (39,405) 1,023,238
 Operating costs ............................................................................................. 828,841 98,716 54,164 (35,154) 946,567

 Operating income .......................................................................................... ¥ 61,634 ¥ 11,403 ¥ 7,885 ¥  (4,251) ¥ 76,671

Assets ............................................................................................................... ¥899,382 ¥129,052 ¥39,847 ¥(38,652) ¥1,029,629

 Effective from fiscal 2007, the Company has changed its methods for depreciation. As a result, compared with the corresponding amounts under 
the previous methods, operating costs in Japan were ¥269 million higher, operating income was lower by the same amount, and assets were ¥313 
million lower.
 Due to the amendment of the Corporation Tax Law of Japan, effective April 1, 2007, when tangible fixed assets acquired before April 1, 2007 have 
been depreciated to their allowable depreciation limits (5% of acquisition costs), amounts of such depreciation limits are recognized as depreciation 
expense equally over five years commencing from 2007 or thereafter from the year immediately after the year in which the allowable depreciation lim-
its have been reached. Certain consolidated domestic subsidiaries adopted this method in fiscal 2007. As a result, compared with the corresponding 
amounts under the previous methods, operating costs in Japan were ¥103 million higher, operating income was lower by the same amount and 
assets were ¥103 million lower.

Year ended December 31, 2008 Thousands of U.S. dollars

 Japan Asia Others Elimination Consolidated

Sales
 Outside customers .................................................................................  $9,301,659 $1,084,631 $641,682 $ — $11,027,972
 Inter-segment .........................................................................................  355,696 79,040 7,844 (442,580) —

  Total ...................................................................................................  9,657,355 1,163,671 649,526 (442,580) 11,027,972
 Operating costs .....................................................................................  9,383,412 1,169,285 573,276 (392,320) 10,733,653

 Operating income (loss)..........................................................................  $  273,943 $ (5,614) $ 76,250 $ (50,260) $ 294,319

Assets .......................................................................................................  $9,376,966 $1,077,081 $399,616 $(285,611) $10,568,052
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 Overseas sales, which represent sales to customers outside of Japan, of the Companies for the years ended December 31, 2008 and 2007 were 
summarized by geographic area as follows:
Year ended December 31, 2008 Millions of yen

 Asia Others Overseas sales

Overseas sales .........................................................................................................................................  ¥246,549 ¥70,920 ¥ 317,469
Consolidated net sales .............................................................................................................................  — — 1,003,876
Ratio of overseas sales to consolidated net sales .....................................................................................  24.6% 7.1% 31.6%

Year ended December 31, 2007 Millions of yen

 Asia Others Overseas sales

Overseas sales .........................................................................................................................................  ¥266,913 ¥75,668 ¥0,342,581
Consolidated net sales .............................................................................................................................  — — 1,023,238
Ratio of overseas sales to consolidated net sales .....................................................................................  26.1% 7.4% 33.5%

Year ended December 31, 2008 Thousands of U.S. dollars

 Asia Others Overseas sales

Overseas sales ......................................................................................................................................  $2,708,437 $779,084 $3,487,521

20. Business Combinations (Items relating to business combinations)

For the year ended December 31, 2008
This was not applicable.

For the year ended December 31, 2007

(a) Name of the Company in the Relevant Business Combination, the Contents of Its Business, the Legal Form of the Business 
Combination, the Post-Merger Name of the Company, and a Description of the Transaction with the Purpose of Acquisition

(1) The name of the company in the relevant business combination and the contents of its business:
a) Name of the acquiring company: Showa Denko K.K.
Petrochemicals, chemicals, electronics, inorganics, and aluminum and other
b) Name of the company acquired: Showa Financing K.K.
Provision of finance to Showa Denko Group companies

(2) Legal form of acquisition:
A simplified merger pursuant to Article 796, Section 3 of the Company Law

(3) The post-merger name of the company:
Showa Denko K.K.

(4) Description of the transaction with the purpose of acquisition:
a) Purpose of the merger
Since its inception in 1983, Showa Financing K.K. has performed the role as a core financial company in the Showa Denko Group. However, Showa 
Financing’s financial scale has contracted sharply as the Group has reduced its consolidated interest-bearing liability. Through this merger, Showa 
Denko K.K. has taken over the Group’s financial function allowing for efficient administration and operation. 

b) Effective date of merger
July 1, 2007

c) Method of merger
Showa Denko was the surviving entity in a merger by absorption, and Showa Financing was dissolved. 
 Since Showa Denko owned all outstanding issued shares of Showa Financing, there were no new shares issued in effecting the merger and no 
allotment of new shares.
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(b) Description of Accounting Treatment
The accounting treatment for this merger is in accordance with standards for combinations of businesses under common control set forth in 
Accounting Standards for Business Combinations (Accounting Standards Board of Japan; October 31, 2003) as well as the implementation guid-
ance on accounting standards for business combinations and for business divestitures (Accounting Standards Board of Japan; December 22, 
2006; Guidance No. 10 for Accounting Standards for Business Combinations).

21. PRESENTATION OF GOODWILL AND NEGATIVE GOODWILL
Goodwill and negative goodwill are netted against each other. The pre-netted amounts as of December 31, 2008 and 2007 are shown below.

  Thousands of
 Millions of yen U.S. dollars

 2008 2007 2008

Goodwill .......................................................................................................................................................... ¥11,207 ¥12,058 $123,113
Negative goodwill ............................................................................................................................................ (7,696) (6,935) (84,542)

 Net .............................................................................................................................................................. ¥ 3,511 ¥ 5,123 $ 38,571
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