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NON-CONSOLIDATED FINANCIAL HIGHLIGHTS
TONAMI TRANSPORTATION CO., LTD

Tow years ended March 31, 2000

Thousands of

Millions of yen U.S. dollars

........ 1999 S s
FOR THE YEAR:
SEIVICE TEVEIUES ...vvveeeeeeee e e e e et e et e e et e e e e e e ¥100,962 ¥100,291 S 944,805
OPETrating iNCOME ......veuiieririiriieriiatetasetarestesessesetesessesessesenes 1,268 1,543 14,537
INEE ANCOMIC .ot 551 910 8,574
PER SHARE (yen and U.S. dollars):
INEE TNCOMIC .o ¥ 559 ¥ 9.29 $0.0875
Cash dividends ........ccoooiiiiiiiiioe e 6.75 6.00 0.0565
AT YEAR-END:
TOUAL ASSCLS ...ttt ¥ 98,901 ¥120,697  $1,137,042
Total shareholders’ eqUItY ........ccccoeviiiviiiiiiiiiiiiiic e, 49,367 54,020 508,903

Notes: 1 U.S. dollar amounts presented berein are included solely for convenience. The rate of ¥106.15 = U.S.$1,
prevailing on 31st March, 2000, has been used for the translation into U.S. dollar amounts.
2 The computation of net income per share of common stock has been based on the weighted average number
of shares outstanding during each financial year, retroactively adjusted to take account of a free share
distribution.
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TONAMI

System Distribution — Continually More to Ofter

PROFILE

One of Japan’s leading integrated distribution
companies, Tonami has been developing
solutions for the distribution needs of its
customers for over 50 years. The pioneer of
computerized distribution systems in Japan,
the Company has a highly advanced
computerized network system and strong
information technology. In addition to
Tonami’s core business of road haulage
services, the Company also offers rail and air
freight; removal; warehousing; marketing,
distribution and information management;
specialty item sales; and casualty insurance

services.

SYSTEM DISTRIBUTION — ’
CONTINUALLY MORE TO OFFER

Integrated systems are the key to remaining
competitive in today’s information-oriented
business world. Since our computerization in
the early 1970s, we have been developing
integrated distribution systems that let our
customers benefit from better services and
better information management. Our Tonami
On-line Network, for example, integrates
ordering, manufacturing, and administrative
processes with a full-range of distribution
services-storage, pricing, classification,
packing, wrapping, and delivery-within a
value-added network (VAN). We are
continually expanding this network to provide
seamless integration of all our services and
offer new distribution and information
services that can be effortlessly linked with our
customers’ systems to provide greater

efficiency and cost savings.



A MESSAGE FROM THE PRESIDENT

PERFORMANCE

Although there were signs of recovery in
some sectors of the Japanese economy,
personal consumption remained weak
because of worsening unemployment and
other factors, preventing a full-fledged
economic recovery from getting under
way.

In the transportation industry, domestic
freight tonnage declined for the fourth
consecutive year amid a weak recovery in
private sector demand. Business

conditions remained extremely difficult
because of the sluggish economy and
intensifying price competition as well as

other forms of competition among companies.

In response, the Company sought for a growth in its operating income through
aggressive sales activities and further improvement in the quality of its
transportation services. In addition, the Company targeted comprehensive
operations by proposing and developing optimum distribution systems and joint
delivery systems for customers. However, the increased revenues earned from these
efforts were not enough to offset the decrease of revenues that resulted from the
decline in domestic freight tonnage. Consequently, service revenues fell 0.7%, to
¥100.2 billion.

Looking at divisional performance, in our transportation business, revenues from
road haulage services slipped 0.7%, accounting for 85.4% of total revenues. In our
warehousing business, which generated 8.0% of total revenues, revenues edged
down 0.9%. Revenues from removal services, accounting for 2% of total revenues,
were also down, decreasing 8.9%. On the other hand, revenues from rail
forwarding grew 2.0% and revenues from other services jumped 5.1%.

During the fiscal year under review, we focused our capital investment on our
national network. We completed an extension of the Urawa Business Establishment
in Saitama Prefecture in August 2000 to expand operations. We also began
construction of new facilities for the relocation of the computer center in Fukuyama
Prefecture and of new facilities for the Kanazawa joint delivery center in Ishikawa
Prefecture. Total capital investment during the fiscal year was ¥3,483 million. In the
current fiscal year, from a full review of our information system, we are planning



the replacement and new purchases of host computers and other office equipment
as well as mobile phones for haulage vehicles to improve customers satisfaction
and office systems.

OUTLOOK

Continued hardship is the forecast for the Japanese economy in the short term. A
self-sustained economic recovery is expected to get under way, driven by private
sector capital investment, especially IT-related investment, and supported by a
recovery in corporate profits and an improving investment environment. However,
a full-fledged recovery in personal consumption is seen as requiring much more
time, hampering significant recovery in the overall economy.

Under such conditions, the transportation industry will also face a difficult business
climate. The industry cannot expect substantial recovery in domestic freight
tonnage and the competition among transportation industry should further intensify.

Facing to these circumstances, we target a growth in service revenues by
redoubling our efforts to cope with new demand from the distribution market while
expanding our system distribution operations. Moreover, we are working to
improve profitability through enhancing operating efficiency and costs reduction.

In accordance with the introduction of a new method of accounting for employees
retirement benefits, we plant to write-off 100% of the shortfall of required reserve
for employees retirement benefits in the fiscal year ending March 2001 based on
Revised Accounting Principles.

During the fiscal year ahead, we will dedicate ourselves to the task of improving
performance. In pursuing that challenge, we look forward to the continued support

of our shareholders.

September 2000

Yoshihiro Minami

President and Representative Director
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MANAGEMENT DISCUSSION AND ANALYSIS OF OPERATIONS AND FINANCIAL POSITION
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ANALYSIS OF OPERATIONS

With the backdrop of a struggling economy that could not overcome sluggish
personal consumption, services revenues for the year ended March 31, 2000
declined 0.7%, to ¥100.2 billion ($945 million), as the transportation industry
facing further escalation in competition. To combat these conditions, the
Company implemented a range of active sales activities to increase revenues

while also improving service quality and operations management.

Looking at performance by division, our major operations, revenues from road
haulage services, edged down 0.7%, to ¥85,602 million, accounting for 85.4% of
total service revenues. Demand continued to weaken, causing further decline of
operating efficiency of haulage vehicles and an escalation in competition as
companies fought to maintain their share of a shrinking market.

Revenues from warehousing, Tonami’s second largest operations, declined
0.9%, to ¥8,058 million, contributing 8.0% of total service revenues. The
Company continues to be confident that demand will remain firm for its
warehousing services. Revenues from removal services, which generated 2.0%
of total service revenues, slipped 8.9%, to ¥2,009 million. However, revenues
from rail forwarding services, which contributed 1.4% of total service revenues,
edged up 2.0%, to ¥1,395 million, reflecting growing popularity for this
transportation mode. Rail freight provides an attractive option to trucking routes
because of more reliable scheduling and highly competitive services. Revenues
from other services expanded 5.1%, to ¥3,225 million, accounting for 3.2% of

total service revenues during the fiscal year in review.

Cost of services decreased 1.0%, to ¥96,070 million ($905 million). Selling,
general and administration expenses edged up slightly to ¥2,678 million ($25.2
million). Overall, operating income increased 21.7%, to ¥1,543 million ($14.5

million).

Other income and expenses jumped substantially to ¥518 million ($4.9 million),
principally thanks to an increase in others from minus ¥146 million to ¥402
million. Interest and dividend income slipped slightly to ¥392 million ($3.7
million) while interest expenses increased 17.2%, to ¥306 million ($2.9 million).
Income before income taxes, therefore, rose 38.7%, to ¥2,061 million ($19.4
million). Income taxes increased 23.1%, to ¥1,151 million ($7.8 million) because
of timing differences between accounting and taxation methods and other



factors. Consequently, net income advanced 65.2%, to ¥910 million ($8.6
million). Net income per share rose to ¥9.29 (80.0875) compared with ¥5.59 in
the previous year.

Net property and equipment expanded 28.0%, to ¥61,731 million ($582 million)
because of increases in land, buildings and structures, machinery and tools, and
vehicles. In particular, land increased substantially during the fiscal year under
review because of the purchase of land for the new Kanto Distribution Center.
Construction in progress, on the other hand, decreased. During the fiscal year,
Tonami maintained its policy of concentrating its capital investment to essential

areas, such as the maintenance of its haulage and warehousing network.

Investments and other assets increased 4.9%, to ¥10,562 million ($99.5 million)

because of growth in investments in subsidiaries and affiliates and in others.
ANALYSIS OF FINANCIAL POSITION

Current assets expanded 19.2%, to ¥48,404 million ($456 million). Cash grew
25.8%, to ¥4,277 million ($40.3 million) while marketable securities rose 39.7%,
to ¥18,946 million ($178 million). The increases in cash and marketable
securities were mainly related to the investment of proceeds of a new bond
issue. Among trade receivables, notes and accounts receivable remained almost

the same as in the previous fiscal year, at ¥19,480 million ($184 million).

Current liabilities also expanded, increasing 75.4%, to ¥45,971 million ($433
million). This substantial increase was attributed to the transfer entry of ¥18,823
million ($177 million) as the current portion of bonds. Accounts payable rose
3.1%, to ¥8,025 million ($75.6 million). Income tax payable jumped 45.0%, to
¥1,006 million ($9.5 million). Other current liabilities edged up 1.7%, to ¥6,013
million ($56.6 million). The current ratio fell to 1.05 from 1.55 in the previous
year. Again, this decline was mainly due to the transfer entry of the large

current portion of bonds into current liabilities.

Long-term liabilities sunk 11.2%, to ¥20,706 million ($195 million). This decline
can also be attributed to the shift of the current portion of long-term debt to
current liabilities. Long-term debt, less current portion, fell to ¥7,000 million
($65.9 million), reflecting a ¥7,000 million issue of straight bonds during the
fiscal year under review. Due to the introduction of several changes in

accounting methods, deferred tax liabilities are now recorded on the balance
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Capital Expenditures
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sheet. With the introduction of tax-effect accounting based on the Revised
Accounting Principles, deferred tax liabilities of ¥3,398 million ($32.0 million)
were posted for the fiscal year. Based on the Law concerning Revaluation of
Land, the Company recorded ¥5,746 million ($54.1 million) in deferred tax
liabilities from revaluation of land. Employees retirement benefits edged up
slightly to ¥4,533 million ($42.7 million). The Company plans to appropriate
shortfall of required reserve for employees retirement benefits based on the

Revised Accounting Principles in the fiscal year ending March 2001.

Due to the introduction of the accounting method for the non-consolidated
statements of cash flows, comparative figures for previous years are not
available. Cash and cash equivalents at beginning of period were ¥9,669 million
($55.9 million). Cash provided by operating activities amounted to ¥4,191
million ($39.5 million). Among significant items in cash flow from operating
activities, depreciation and amortization was ¥3,458 million ($32.6 million).

Net cash provided by investing activities amounted to minus ¥4,717 million
($44.4 million). Major items included ¥4,670 million for the purchase of
marketable securities, ¥3,096 million ($29.2 million) for the purchase of
property and equipment, and ¥2,408 million ($22.6 million) for the cession of
property and equipment. Net cash provided by financing activities amounted to
¥6,466 million ($60.9 million) because of ¥6,955 million in proceeds from
issuance of bonds. Cash and cash equivalents at the end of the period,
therefore, increased by ¥5,939 million ($5.9 million) to ¥15,609 million ($147
million), ensuring adequate liquidity for operations.

Shareholders’ equity climbed 9.4%, to ¥54,020 million ($509 million), principally
because of the inclusion of ¥8,020 million ($75.6 million) in unrealized gain
from revaluation of land in shareholders’ equity. Despite positive net income for
the year, retained earnings dropped 17.7%, to ¥15,964 million ($150 million)
due to a ¥3,430 million ($32.3 million) prior period adjustment for tax-effect
accounting. Reflecting the increase in total assets, the equity ratio fell to 44.8%

compared with 49.9% in the previous year.



NON-CONSOLIDATED FIVE-YEAR SUMMARY TONAMI TRANSPORTATION CO., LTD

Years ended 31st March

Thousands of

Millions of yen U.S. dollars
s P o Ty S

LTS O GPERATTONG,
SEIVICE TEVENUES ...vvivviiiiieiiiieeeeeeee e, ¥104,840 ¥109,009 ¥106,736 ¥100,962 ¥100,291 $944,805
COSt Of SEIVICES e, 99,477 103,380 102,871 97,019 96,070 905,040
Selling, general

and administrative eXpenses ...........ccocovvrveereeenanns 2,514 2,706 2,562 2,675 2,678 25,228
Operating INCOME ........cccvvieriiiiiiriiaieiieie e 2,849 2,923 1,303 1,268 1,543 14,537
Income before inCoOme taxes ..........cccoeevveeveviineiinnnnn 3,170 3,346 922 1,486 2,061 19,417
NEL INICOME .ot 1,305 1,302 226 551 910 8,574
Capital expenditures ..........ccc.oocoeiiriiieieieeeieeen, 4,156 3,907 6,350 4,794 3,483 32,812
Depreciation €XpEenses ........c.coovevveveieeeieeeeeeenen. 4,217 4,122 4,064 3,687 3,458 32,577
PER SHARE (yen and U.S. dollars):
NEL INCOME oo, ¥13.31 ¥13.23 ¥ 2.29 ¥ 5.59 ¥ 9.29 $0.0875
Cash dividends ..........ocoovoiiiiiiiiiiecsseeeees 7.50 8.00 7.50 6.75 6.00 0.0565
YEAR-END FINANCIAL POSITION:
TOtal CUTTENE ASSELS ....vvivviieeeieeeeeeeeeee e ¥42 315 ¥52,283 ¥41,589 ¥40,617 ¥48,404 $455,996
Net property and eqUIPMENt .........coovvevrrrrirrennne 45,943 45,602 47,608 48,217 61,731 581,545
TOLAl ASSELS ..ot 97,942 108,698 99,959 98,901 120,697 1,137,042
Total current liabilities ..............ccocoevivioiiiiieiiee, 26,897 34,484 27,136 26,210 45,971 433,076
Long-term liabilities, excluding of

current portion thereof .............cocooooiiiiiiiininn. 21,425 24,130 23,301 23,324 20,706 195,063
Total shareholders’ equity 49,620 50,084 49,522 49,367 54,020 508,903
OTHER YEAR-END DATA:
Number of share outstanding

(ChOUSAN) .l 98,410 98,410 98,410 98,410 97,610
Number of employees ..............ccocoevvviiiiiiiiciriaa, 6,680 6,360 6,195 5,952 5,757



NON-CONSOLIDATED BALANCE SHEETS TONAMI TRANSPORTATION CO., LTD

As of 31st March, 1999 and 2000

Thousands of
U.S. dollars

Millions of yen (Note 1)
- e P Lo
ASSETS
Current assets:
CASIL ottt ¥ 3399 ¥ 4,277 $ 40,292
Marketable securities, at COSt (INOTE 5) .....ooviiiiiiiiiiiieeeiie ettt e 13,564 18,946 178,483
Trade receivables:
Notes and accounts (NOE 10D ...oiiiiiiiiiie e 19,385 19,480 183,514
Less: allowance for doubtful accounts (40) (44) (414)
TIIVEIIEOTIES ©.iuviiiiiieetie ettt ettt ettt ettt e et e et e et e et e et e et eeteeenbeeetseenbeeeaseeeaeeenre e 104 146 1,375
Deferred tax asSets (NOLE Q) .iiiiiiiiiiiiie e — 409 3,853
Other current aSSELS (INOTE Q) .....eeeeeeee e 4,205 5,190 48,893
TOtal CUITENE ASSELS ..o 40617 48,404 455,996
Property and equipment (Notes 6 and 7):
LANA oot h sttt 21,689 35,392 333,415
BUildings and SHUCIUIES .....ovviuiiiiiiiiet ettt ettt ettt ettt 37,861 38,570 363,354
Machinery and LOOLS ........oiiiiiiiiii ittt 5,490 5,902 55,601
Vehicles 23,587 23,619 222,505
CONSLIUCHON 10 PIOGIESS ...veutttieeieatteete ettt ettt ettt ettt ekt s ekttt e et e bt ettt ettt 321 217 2,044
Less: accumulated depreciation ..ottt (40,731) (41,969) (395,374)
Net PrOPErty and EqUIPMENT ..o 48,217 .......... 61,731 .............. 581,545
Investments and other assets:
Investments in securities, at cost (NOtES 5 ANA 7) ..oveoiviiiiiiiiiiiiiicieeeie e 3,577 3,571 33,641
Investments in subsidiaries and affiliAtes ...........cccoooioieoo oo 1,396 1,589 14,969
LOANS O @MIPLOYEES ...iiiiiiiiiiiii ittt e 36 34 320
Others (Note 3) 5,058 5,368 50,570
T 10,067 .......... 10,562 ............... 99,501
T ¥ 98901 ¥120,697 1,137,042

The accompanying Notes are an integral part of these statements.
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Thousands of
U.S. dollars

Millions of yen (Note 1)
e ey T L
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Short-term bank 10ans (INOTE 7) ......coouviiiiiiie i ¥ 11,350 ¥ 11,680 S 110,033
Current portion Of DONAS ......couiiiiiiiiiii i — 18,823 177,325
Accounts Payable (INOE 10) ...o.iiiiiiiiiii ettt ettt ettt 7,781 8,025 75,601
Deposits fTOM @MPLOYEES ....oiiiiiiiiiiii it 473 424 3,994
INCOME tAXES PAYADIE ...viiiiiiiiiieii ittt 694 1,006 9,477
Other current liabilities 5,912 6,013 56,646
T T R 26,210 .......... 45,971 .............. 433,076
Long-term liabilities:
Long-term debt, less current portion thereof (NOt€ 7) ......cocooiiiiiiiiiiiiiiiiie e 18,823 7,000 65,944
Deferred tax liabilitieS (NOTE Q) oooiiiiiiiiii e — 3,398 32,011
Deferred tax liabilities from revaluation of land (NOt€ 13) .......coooiiiiiiiiieiiiiiiieeeeeeeee e, — 5,746 54,131
Employees’ retiremMent DENELILS ............ccoviiiiiiiiiieiii et 4,475 4,533 42,704
Other 1ong-term HADIIIEES ......c.ooiiiiiiiiiiii it 26 29 273
Total 10nG-ertm BAES oo 23,324 .......... 20,706 .............. 195,063
Tt HADTHUES oo 49534 66,677 628,139
Contingent liabilities (Note 12)
Shareholders’ equity (Note 14):
Common stock:
Authorised: 300,000,000 shares in 1999
299,200,000 shares in 2000
Issued, par value ¥50 per share:
98,410,118 shares in 1999
97,610,118 shares in 2000 ...........ccooiuiiiieireieeee et 14,183 14,183 133,613
Additional Paid-in CAPITAL .......oviviiiiiiiiiiiiieieci et 14,687 14,687 138,361
LEGAL TESEIVE ..ottt ettt ettt ettt ettt ettt bt ettt s ettt ettt 1,102 1,166 10,984
Unrealized gain from revaluation of land (Note 13) — 8,020 75,554
RELAINEA @ATTINGS ...ttt ettt ettt ettt s et ettt 19,395 15,964 150,391
Total Shareholders’ €qUILY oo 49,367 .......... 54,020 .............. 508,903
Total liabilities and shareholders’” eqUIty ..........cccccooiiiiiiiiiiiiii ¥98,901 ....... ¥120,697 ........ $1,137,042

11



NON-CONSOLIDATED STATEMENTS OF INCOME TONAMI TRANSPORTATION CO., LTD.

For the two years ended 31st March, 2000

Thousands of
U.S. dollars

Millions of yen (Note 1)
e s e Lo
Service revenUes (NOE 10) .....ccooiiiiiiiiiiie ettt ¥100,962 ¥100,291 $944,805
Operating costs and expenses:
Cost of services (NOtes 10 AN 15) ...oiiiiiiiiiiiii i 97,019 96,070 905,040
Selling, general and administrative expenses (NOte 15) ......ccociriiiiiiiiiiiieiiiieiceeececne 2,675 2,678 25,228
99,604 98748 930,268
OPEXALNG HICOME ... 1268 1543 14,537
Other income and expenses:
Interest and dividend income (NOLE 10) ......iooiiiieeee oo 406 392 3,693
Gain on disposal of property and equipment, Net ............cccocoiiiiiiiiiiiiiiie e 219 30 283
TNEETESE EXPEIISES ...viviivesiieieti ettt ettt ettt ettt et est et es e te st es e eae et et e et et e b et et e st essese s s et ee e (261) (306) (2,883)
RIS oo ettt (146) 402 3,787
) 218 ................... 5 18 .................. 4’ 880 .
I0COME DEFOLE HACOME LAXES oo 1,486 .............. 2,061 ............... 1 9,417
Income taxes (Note 9):
CULTEIIE .o e e 935 1,594 15,017
DICEETTEA ..o — (442) (4,164)
I 93 5 ............... 1’ 1 51 ................ 1 O’ 843 8
NEEIICOME ... ¥ 551 ¥ 910§ 8,574

U.S. dollars
Yen (Note 1)

¥ 5,59 ¥9.29 $0.0875

The accompanying Notes are an integral part of these statements.
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NON-CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY TONAMI TRANSPORTATION CO., LTD.

For the two years ended 31st March, 2000

Shares
of common Additional Unrealized
stock  Common paid-in Legal  gain from Retained
(thousands) stock capital reserve revaluation earnings
Balance s at 315t March, 1998 oo 98,410 ¥14183  ¥14687  ¥L031 —  ¥o61
NEt INCOME ..ttt 551
Cash dividends paid (¥6.75 per share) ............ccooovvieirnnnn. (664)
Transfer to legal reserve ...........cccociiiiiiiiiiiiii e 71 (@)
Bonuses to directors and statutory auditors ...............c.ce.e.... (42)
Balance as at 315t March, 1999 ... 08410 14183 14687 1102 — 1935
NEt INCOME ....iiiiiiiiiiiiiiiiii i 910
Prior period adjustment for tax-effect accounting ................ (3,43D
Retirement of treasury StOCK .........ccoocvviiiiiiiiiiiiiiiieeeee (800) (222)
Cash dividends paid (¥6.00 per share) ...........cccccccovveiriennnnn (588)
Transfer to legal r€SErve ........ocoviiiiiiiiiieiiiieeeee e 64 (64)
Unrealized gain from revaluation of land ..............c.coccooi. ¥8,020
Bonuses to directors and statutory auditors ...............c.c.c...... (36)
Balance as at 315t March, 2000 ............oree. 97,610 ¥14,183  ¥14687  ¥L166  ¥8,020  ¥15964
Thousands of U.S. dollars (Note 1)
........................ AddmondlUnreahzed
Common paid-in Legal  gain from Retained
stock capital reserve revaluation earnings
Balance as at 315t March, 1998 ... $133613  $138361  $ 9713 — sIsisiz
NEL INCOIMIC .ot 5,191
Cash dividends paid ($0.0636 per share) (6,255)
Transfer to legal r€SEIve ........ocooiviiiiiiiiiieiieieeeeee e 669 (669)
Bonuses to directors and statutory auditors ..............cceeeene (396)
Balance as at 315t March, 1999 ... 133613 138361 10382 — 8713
NEL INCOME ..oiiiiiiiiiiiiiie e 8,573
Prior period adjustment for tax-effect accounting ................ (32,322)
Retirement of treasury StOCK ..........ccoociviiiiiiiiiiiiiiciies (2,091)
Cash dividends paid ($0.0565 per share) ..............cccccovoiennne (5,539
Transfer to legal r€SErve ...........ccocoviiviiiiiiicieieeeiecee e 603 (603)
Unrealized gain from revaluation of land ................cccoes $75,554
Bonuses to directors and statutory auditors ...............cccee.e.... (339)
Balance as at 31st March, 2000 ....................ccceeeviieiieineeene.. $133,615 ........ $138,361 ......... $10,984 ......... $ 75,554 ...... $150,391

The accompanying Notes are an integral part of these statements.
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS TONAMI TRANSPORTATION CO., LTD.

For the two years ended 31st March, 1999

Cash flows from operating activities:
INEU ATICOIMIC .ottt ettt h et h ettt ettt ettt ¥ 226 ¥ 551

Adjustments to reconcile net income to net cash provided by operating activities:

DEPIECIAION EXPENSES ....vvoveveeititieietetetetisestetetetes sttt et et s e et et et eses e s et et esese st e e e s s s ettt es st et et s es bt eseseee s 4,064 3,687
Provision for allowance for doubtful aCCOUNLS ..........ccciiiiiiiiiiiiiiiii e 28 (90)
Provision for employees’ retirement benefits, ess PAYMENLS ..........cccoiiiiiiiiiiiiiiii e 171 172
(Gain) loss on sales of property and eqUIPIMENt ..........cccocoiiiiiiiiiiiiiiiii e 231 (165)
(45) —
@D —
Changes in assets and liabilities:
Decrease in trade reCEIVADIES ............ooiviiiiiii e 1,058 1,413
(Increase) decrease N INVENTOTIES .....ooveee e, 8 (©))
(Increase) decrease N OthEr CUITENT ASSELS ........ccoouueee e e et (1,025) 666
(Decrease) in aCCOUNLS PAYADIC ......iiiiiiiiiiiiii ettt (810) (253)
Increase (decrease) in accrued income and Other TAXES ..oooveeiee i e (1,101) 697
Increase (decrease) in other current Habilities ... 1,206 (1,186)
Net cash provided by OPErating aCtVIHES ....rvrrvrvvvvvroreoveeeeeeseeeeeesesreeseessssesseessesesseeseseeeeeeeeeeeoene 3 ,990 """""""""""" 5,489
Cash flows from investing activities:
Payments for purchases of property and eqUIPMENT ..........cociiiiiiiiiiiiii e (5,996) (5,408)
Proceeds from sales of property and @QUIPMENT ..........oociiiiiiiiiiiiiii ittt 291 1,183
(Increase) decrease in iNVestMents and AAVANICES ........ooveeoee oo (166) 336
Net cash USed in INVESHNE ACHVIHES .errrerrrrrorerssosoeeeeeeeeesessssseeeeeseeeesessseeeseesseseseseeseesseeeseeeeeseeeeeeeee (5,871) .......... (3,889)
Cash flows from financing activities:
Dividends paid ...........ccccoevvnnnnan. (739 (664)
Repayments of long-term debt 173 173
Increase (decrease) iN SNHOMT-LEIIIL AEDE .......iie e 240 (60)
Redemptions of NOtes With WAITANTS ........coiiiiiiiiiii et (7,249) —
Redemptions of convertible DONAS ..ottt (1,000) —
O et 50) (42)
Net cash provided by FINANCIAG ACUVIHES ....rrrrroreeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeseessessesseeeseeeseeeeeseeeeeeeee (8,971) """"""""""" (941)
Net increase (decrease) in cash and cash equUIVAlENts ..............ccccooiiiiiiiiiiiiiiiii e (10,852) 659
Cash and cash equivalents at beginning of period 27,156 16,304
Cash and cash equivalents at €nd of PELiOd ..............cooorovvvvvvveeeerririessseseseseseeiessessseeessssssesesesesssesesssseesoneens ¥16,304¥16,963 .

The accompanying Notes are an integral part of these statements.
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS TONAMI TRANSPORTATION CO., LTD.

For the year ended 31st March, 2000

Thousands of
U.S. dollars

Millions of yen (Note 1)
2000 2000
G peratmg e
Net iNCOME DEfOTE INCOMIE TAXES ....vviiviiiiiieii ettt ettt ettt ettt et e e ¥ 2,061 $ 19,416
Depreciation and amortization ..............cccceevennee 3,458 32,577
Gain on disposal of property and equipment .... 36) (339)
Gain on sales of MATKEtaAble SECULILIES ........coouuiie e e e O 914)
Loss on devaluation of marketable SECUTIHES ........c..iiiiiiiiiiiiiiiii ittt 93 876
Decrease in allowance for dOUDITUL ACCOUINTS ... .....eei e (1D (104)
Increase in employees’ retirement DeNEfits ..........ccooiiiiiiiiiiiiii e 58 546
Decrease in accrued bonuses t0 €MPLOYEES ..........coiiiiiiiiiiiiiie ittt (58) (546)
Interest and dividend INCOME ..........ccciiiiiiiii e (392) (3,693)
INEETEST EXPEIISES ....uiiiiiiiii ittt 306 2,883
Decrease in trade TE€CEIVADIES ...........coiiiiiiiii e 404 3,806
Increase in inventories .............. (42) (396)
Increase in accounts payable 233 2,195
Increase in accrued CONSUMPION TAKES ..uvieuriatieiiiiatieaiiteaiteaite e et et eate e ettt e teeasbeease e e bt e anteeetbe e bt e aneeeateeanteeanees 163 1,536
OTNEI, NEL oo e e (753) (7,094)
SUDTOTAL ..ttt ettt ettt ettt
Interest and dividends FECEIVEA .......c.iiiiiiiiiiii ettt ettt et e et e et neas
TNEETESE PAIA .ottt ettt ettt ettt a e st ekttt ettt n ettt (3006) (2,883)
INCOME TAXES PAIA 1.vviiiiiiiitii (1,282 (12,077
Net cash provided by Operating aCtiVities ...........cccociiiiiiiiiiiiiii ittt 4,191 39,482

Cash flows from investing activities:

PUrchase Of timMe AEPOSILS .......iriiiiiiiiiii ittt ettt ettt sttt ettt ane (380) (3,580)
Proceeds from redemption of time deposits — —
PUrchase Of MArKETADLIE SECUTITIES ........eeeee oot eeeen (4,670) (43,994)
Proceeds from sales of Marketable SECUTIHIES .........c.occviiiiiiiiiiee ettt 1,366 12,869
Purchase of property and €QUIPIMEINT .......c.iiiiiiiiii ittt ettt (3,096) (29,166)
Proceeds from sales of property and @QUIPMENT ........c.cociiiiiiiiiiiiit et 2,408 22,685
Purchase Of INVESTMENLS 11 SECUTITIES ... neeee (287) (2,704)
Proceeds from sales of iNVEStMENTS iN SECUTILIES ......ivuviiiiiiiiiiiieiiieei ettt ebe e 101 951
LOAN MIAEC e (2,035) (19,171)
Proceeds from COIECHON Of LOANS .......iiiiiiiiiiiii e 1,892 17,824
(@100 T< o V<1 AU RPPURN ay 170y
Net cash used in investing activities (4,717) (44,437)
Cash flows from financing activities:
Increase in SHOIT-LEIM LOANS . ....c..oiii i 330 3,109
Proceeds from iSSUANCE Of DONAS ..........ooiiiiiiiiiii e 6,955 65,520
Repurchase Of trEASUTY SEOCKS .....o.uiiiiiiiiii ittt ettt ettt ettt ettt ettt e et ee e e ans (222) (2,091)
DIvIdends Paid ..o G8s (5,539
Net cash provided by financing ACHVIHES .........c.ooiiiiiiiiiiiiiiei et 6,466 60,914
Effect of exchange rate change on cash and cash equivalents ................cc.ccoccoiiiiiiiiiiiii e — —
Net increase in cash and cash eqUIVALEIILS ................cccooiiiiiiiiiiiiiiie ettt sbe et sbeesbe e s 5,939 55,949
Cash and cash equivalents at beginning of year ... 9,669 91,088

Cash and cash equivalents at €0d Of AL ...........ccccciiiiiiiiiiiiiiii ettt ettt ae et e sbe et eenbeeseaee e

The accompanying Notes are an integral part of these statements.
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NOTES TO THE NON-CONSOLIDATED FINANCIAL STATEMENTS TONAMI TRANSPORTATION CO., LTD.

1. Basis of presenting financial statements

The accompanying non-consolidated financial statements
have been prepared from accounting records maintained
by Tonami Transportation Co., Ltd. (the “Company”) in
conformity with the Securities and Exchange Law of Japan
and accounting principles generally accepted in Japan.
However, in order to facilitate understanding for readers
outside Japan, certain reclassifications have been made to
the non-consolidated financial statements prepared for
domestic purposes.

U.S. dollar amounts presented in the financial
statements are included solely for convenience and should
not be construed as representations that Japanese yen
amounts have been or could in the future be converted
into U.S. dollars. The rate of ¥106.15 = U.S.$1, prevailing on
31st March, 2000, has been used for the translation into
U.S. dollar amounts in the financial statements.

2. Summary of significant accounting policies
(a) Non-consolidation

The accompanying non-consolidated financial statements
include only the accounts of the Company.

Investments in subsidiaries and affiliates are stated at
cost.

(b) Marketable securities and investments in
securities

Marketable securities and investments in securities are
stated at cost determined by the moving average method.

(c¢) Allowance for doubtful accounts

The allowance for doubtful accounts is provided at an
amount based on the actual write-off rate stipulated by
Japanese tax law plus the estimated amount of probable
bad debts.

(d) Property and equipment and depreciation

Property and equipment are stated at cost. However, under
Japanese tax law, capital gains arisen from disposals and
other similar transactions are deducted from the cost of the
property and equipment acquired in substitution.

Depreciation of property and equipment is computed
by the declining-balance method at rates based on
estimated useful lives, except for buildings and structures.
The buildings and structures are depreciated by the
straight-line method.

(e) Leases

Finance leases, except those leases for which the
ownership of the leased assets is considered to be
transferred to the lessee, are accounted for in the same as
operating leases.
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(f) Employees’ retirement benefits

The Company’s employees are entitled to a lump-sum
payment upon retirement or severance of employment. The
balances of the liability are the maximum allowable
amounts under Japanese tax law or 40% of the amounts
which would be required if all employees voluntarily
terminated their employment at those dates.

The Company also has a non-contributory pension
fund, into which on 1st April, 1991, the liquidated
contributory pension fund was transferred. The annual
provisions for pension benefits include current period costs
and amortisation of past service costs.

(g) Stock issue expenses
Stock issue expenses are charged to income as incurred.
(b) Income taxes

Effective from the year ended 31st March, 2000, in
accordance with the Revised Accounting Principles for
Non-consolidated Financial Statements (the “Revised
Accounting Principles”), the Company adopted tax-effect
accounting.

Income taxes consist of corporation, enterprise, and
inhabitants taxes.

(i) Net income per share of common stock

The computation of net income per share of common stock
has been based on the weighted average number of shares
outstanding during each financial year, retroactively
adjusted to take account of a free share distribution.

(j) Statements of casbh flows

Cash and cash equivalents include cash on hand, deposits
placed with banks on demand, and highly liquid
investments with insignificant risk of changes in value
which have maturities of three months or less when
purchased.

3. Supplementary information
(a) Accounting for software for internal use

In accordance with the provisional rule of the JICPA’s
Accounting Committee Report No.12 “Practical Guidance
for Accounting for Research and Development Costs, etc.,”
the Company accounts for software for internal use in the
same manner in 2000 as in the prior years.

Software costs are amortized by the straight-line
method over their estimated useful lives (five years).



4. Reclassification
Effective from the year ended 31st March, 2000, the
Company is required to prepare consolidated statements of
cash flows in accordance with the Revised Accounting
Principles. The consolidated statements of cash flows for
the year ended 31st March, 1999, which were prepared for
the purpose of inclusion in the consolidated financial
statements although such statements were not customarily
prepared in Japan and not required to be filed with the
Ministry of Finance prior to the year ended 31st March,
2000, are not restated, resulting in an inconformity to the
2000 presentation under the Revised Accounting Principles.
The consolidated statements of cash flows for the year
ended 31st March, 2000 include interest paid and income
taxes paid under operating activities section, which were
previously presented as a supplementary cash flow
information in the notes to the consolidated financial
statements.

5. Marketable securities and investments in
securities

The cost and market value of marketable equity securities
and other securities included in marketable securities and
investments in securities as at 31st March, 1999 are
summarised as follows:—

Effective from the year ended March 31, 2000, in
accordance with the Revised Accounting Principles, the
Company does not present the market information of
marketable securities and investments in securities hereon,
but presents it in the notes to the consolidated financial
statements.

6. Property and equipment

As stated above, capital gains arisen from disposals and
other similar transactions are deducted from the cost of
property and equipment acquired in substitution. The
amount deducted in the cost of property and equipment
was ¥266 million ($2,506 thousand) and ¥275 million
($2,591 thousand) as at 31st March, 1999 and 2000,
respectively.
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7. Short-term bank loans and long-term debt
(a) Short-term bank loans

Short-term bank loans as at 31st March, 1999 and 2000
were as follows:—

..................................................................... 1999 .....2000 ....2000
Secured ..ooooeiie e, ¥3,394 ¥3,294 $31,032
Unsecured .........coevevveineiiiiieenn, 7,956 8,386 79,001

Interest rates range from 0.95% to 1.50%.
(b) Long-term debt

Long-term debt as at 31st March, 1999 and 2000 was as
follows:—

..................................................................... 1999 .20 2000
0.9% ¥10 billion convertible
bonds due 20071 ....coovvvvrvevenn. ¥ 8823 ¥ 8,823 $ 83,118
0.0% ¥10 billion convertible
bonds due 2000 ..o, 10,000 10,000 94,206
2.05% ¥7 billion unsecured
straight bonds due 2003 ........... — 7,000 65,944
TOtal ovvooeoeeeeee 18,823 25,823 243,269
Less amount due within one year — 18,823 177,325
¥18,823  ¥7,000 $ 65944

The ¥10 billion 0.9% convertible bonds, issued in February
1994 are convertible into common stock of the Company at
the conversion rate of ¥841 per share during the period to
29th March, 2001.

The ¥10 billion 0.0% convertible bonds, issued in
October 1996 are convertible into common stock of the
Company at the conversion rate of ¥550 per share during
the period to 11st October, 2000.

The maturity date of the ¥7 billion 2.05% unsecured
straight bonds, issued in September 1999 is 16th September,
2003.

The annual maturities of long-term debt outstanding as
at 31st March, 2000 were as follows:—

Thousands of
U.S. dollars

200 S ¥18,823 $177,325
2002 oo — —
2003 e — —
2004 oo 7,000 65,944



(c) Pledged assets

Property and equipment having a net value of ¥22 275
million ($209,845 thousand) was pledged as collateral for
long-term bank loans and for other purposes, and
investment in securities of ¥340 million ($3,203 thousand)
was pledged as collateral for short-term bank loans as at
31st March, 2000.

8. Pension plans

The Company’s pension plan assets referred to in Note 2(g)
as at 31st March, 2000 are ¥26,387 million ($248,582
thousand).

9. Income taxes

As described in Note 2(h), effective from the year ended
31st March, 2000, the Company has adopted tax-effect
accounting in accordance with the Revised Accounting
Principles. The effect of this adoption of the new
accounting principles was to provide for deferred tax assets
(current assets) of ¥409 million ($3,853 thousand) and
deferred tax liabilities (long-term liabilities) of ¥3,397
million ($32,002 thousand), and to increase net income by
¥442 million ($4,164 thousand) and unappropreated
retained earnings by ¥734 million (86,915 thousand).

Significant components of deferred tax assets and
liabilities were as follows:

Millions of yen U.S. dollars
o
Excess bonuses accrued ........ ¥ 184 $ 1,733
Accrued enterprise taxes ....... 76 716
Excess employees' retirement
benefits accrued .................. 331 3,118
Other .....oocooieiiiiiiieee 155 1,460
Gross deferred tax assets ... 747 ................. 7,037
Valuation allowance .............. — —
Total deferred tax assets ... 747 ................. 7,057
Deferred tax liabilities:
Reserve under Special Taxation
Measures LawW .......occoeeveenen.. (3,736) (35,195)
Net deferred tax liabilities ... ¥(2,988) $(28,149)

Income taxes applicable to the Company consist of
corporation, enterprise, and inhabitant taxes, which, in
aggregate, resulted in a decrease of statutory rates from
47% for 1999 to 42% for 2000 as a staged reduction in
corporate income tax rates since 1999. The statutory tax
rate differs from the effective tax rate reflected in the non-
consolidated statements of income for the year ended
March 31, 2000 for the following reasons:

Statutory tax rate
Increase (decrease) in tax resulting from:
Nondeductible expenses including
ENLertainment, €LC........c.ocvevveieeireeeeeeeeeeeeneenenn, 6.1

Nontaxable income including dividends

received deduction, €tC.........cc..coevvevveeiiniiiieineenn (4.3)
Per capita portion of inhabitant taxes .................. 9.7
OHRET oo 2.6

10. Accounts and transactions with subsidiaries
and affiliates

As at 31st March, 2000, the Company had 24 subsidiaries
and eight affiliates.

Receivables from, payables to, and transactions with
these subsidiaries and affiliates are summarized as
follows:—

Notes and accounts receivable .. ¥ 389 ¥ 502 $ 4,729
Loans receivable .............c..cc...... 691 1,154 10,871
Accounts payable .............c.ccoe.. 1,808 2,341 22,054

Thousands of
U.S. dollars

Service revenues ........................ ¥2.271 ¥2,127 $20,038
Cost Of SEIVICeS .....cccovvvvvvieeiann. 6,771 7,293 68,705
Interest iNCOMe .......c..ccveevveennn.nn 22 34 320



11. Finance leases

Lease payment under finance lease for the year ended
March 31, 1999 and 2000 were ¥150 million ($1,413
thousand) and ¥237 million ($2,233 thousand), respectively.

Future lease payments of finance leases as at March
31, 1999 and 2000 ware as follows:—

Thousands of
U.S. dollars

OSSOSO - A 2000 2000
Due within one year ................... ¥ 121 ¥ 244 $ 2,299
Due after one year ...................... 225 620 5,841

PR e S T

12. Contingent liabilities

As at 31st March, 2000, the Company was contingently
liable as follows:—

Thousands of
U.S. dollars

Guarantees of employees’

housing loans ............c.c.cc.c...... ¥ 42 $ 396
837 7,885

13. Revaluation of land

In accordance with the Law concerning Revaluation of
Land enacted on 31st March, 1998, the Company has
revaluated its own land used for business operations on
31st March, 2000 and reported unrealized gain from
revaluation of land in shareholders’ equity section.

The revaluated book value of land has been
determined based on the value of land registered on the
cadastres and their supplementary records, which are
provided by the Local Tax Law under the Law Cencerning
Revaluation of Land, with making reasonable adjustments.

Thousands of
Millions of yen  U.S. dollars

$203,712
333 400
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14. Shareholders’ equity

Year-end dividends shall be approved by a meeting of the
shareholders after the end of each financial year and
interim dividends may be declared by the Board of
Directors after the end of each first six month period,
respectively.

In accordance with the Commercial Code, year-end
dividends and the related appropriation of retained
earnings are not reflected in the financial statements at the
end of the financial year, but are recorded at the time they
are approved.

15. Supplementary income information

Supplementary income information for the two years ended
31st March, 2000 is as follows:—

Thousands of
U.S. dollars

........................................................................ 1999 .....2000 ..2000
Depreciation expenses ............... ¥3.687 ¥3,458 $32,577
Lease and rental ..............cc.ceoe.. 3,250 3,218 30,316

16. Subsequent event

The annual shareholders’ meeting of the Company, which
was held on 29th June, 2000, duly approved the following
appropriations of retained earnings existing as at 31st
March, 2000:—

Thousands of

U.S. dollars




REPORT OF THE INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON THE NON-CONSOLIDATED FINANCIAL STATEMENTS
OF THE COMPANY

To the Board of Directors of

Tonami Transportation Co., Ltd.

We have examined the non-consolidated balance sheets of Tonami Transportation Co.,
Ltd. as at 31st March, 1999 and 2000 and the related non-consolidated statements of
income, shareholders’ equity and cash flows for the years then ended.

Our examinations were made in accordance with auditing standards generally
accepted in Japan and, accordingly, included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the non-consolidated financial statements referred to above present
fairly the non-consolidated financial position of Tonami Transportation Co., Ltd. as at
31st March, 1999 and 2000 and the results of its operations and cash flows for the years
then ended, in conformity with accounting principles generally accepted in Japan
applied on a consistent basis.

As described in Notes 2 (h) and 3 to the non-consolidated financial statements,
Tonami Transportation Co., Ltd. has adopted new accounting standards for research
and development and tax-effect accounting in the preparation of its non-consolidated
financial statements for the year ended 31st March, 2000.

The United States dollar amounts shown in the accompanying non-consolidated
financial statements have been translated solely for convenience. We have reviewed
this translation and, in our opinion, the non-consolidated financial statements
expressed in yen have been translated into dollars on the basis described in Note 1.

Effective 1st April, 2000, Century Audit Corporation merged with Ota Showa & Co.
and changed its name to Century Ota Showa & Co.

széx/y Ot J[howna & Co.

Century Ota Showa & Co.

Toyama Prefecture, Japan
29th June, 2000
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CONSOLIDATED FIVE-YEAR SUMMARY

Years ended 31st March

TONAMI TRANSPORTATION CO., LTD
AND CONSOLIDATED SUBSIDIARIES

Thousands of
U.S. dollars

RESULTS OF OPERATIONS:

Operating revenues ..........cccoccvveevvireenineeannns

Operating CoSt .......cooovviiiiiiiiiiiiiiiiii e

Selling, general

and administrative exXpenses .....................
Operating inCoOmMe .........ccccoveiiiiiiiiiiniinen.
Net iNCOME .......ccoiiiiiiiiiiiiii

Depreciation eXpenses ........cccccvcveevnnnienns

PER SHARE (yen and U.S. dollars):

Net iNCOME ..ooeevieiieiiiieiiieiieeeeeeeeeeeee,

YEAR-END FINANCIAL POSITION:

Total current assets ........coccovvviereervaiennann.
Net property and equipment ..............c........
TOtal ASSELS ..viivieiiiiiiiieiiee e

Total current liabilities .................ccccccooenin.

Long-term liabilities, excluding of

current portion thereof .................cccoceee.

Total shareholders’ equity ...........cccceceeurenn.

OTHER YEAR-END DATA:

Number of employees ............ccccceovviinennn

¥115,659 ¥125,299 ¥125,164

108,163 115,308
3,953 6,317
3,140 3,220
1,399 1,457
4,935 5,007

¥14.27 ¥14.81
¥45,740 ¥56,623 ¥46,458
49,500 49,824
105,317 117,883
30,747 39,683
22,256 25,180
51,939 52,533

¥116,829
108,979

5,906
1,944

124
4,470

¥ 1.26

¥44,610
53,431
108,546
31,579

24,884
51,491

¥117,794
108,902

6,480
2,412
1,276
4,216

¥ 13.04

¥52,002
66,990
130,284
51,113

22,075
56,431

$1,109,694
1,025,925

61,046
22,723
12,021
39,717

$0.1228

$489,892
631,088
1,227,358
481,517

207,960
531,616
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CONSOLIDATED BALANCE SHEETS TONAMI TRANSPORTATION CO., LTD.
AND CONSOLIDATED SUBSIDIARIES

As of 31st March, 1999 and 2000

Thousands of
U.S. dollars

Millions of yen (Note 1)
s e o
ASSETS
Current assets:
Cash and tMe dEPOSILS ...........oiiirieeeiieieeetee ettt ¥ 4,900 ¥ 5916 $ 55,732
Marketable securities, at COSt (INOLE 5) ....ccuviiiiiuiieeiiiieeiie ettt e et 13,591 18,971 178,718
Trade receivables:
NOLES ANA ACCOUINLS .ot 21,965 21,692 204,352
Less: allowance for doubtful aCCOUNES ...........coooiiiiiiiiiii e, (50) (82) (772)
TOIVEIIOTIES e e et et et 424 524 4,936
Deferred tax assets (INOE ) ...oiiiiii oo — 473 4,456
OLNET CUITENT ASSELS ...eiivviiiiiiiii ettt e e e e et e e e et e e e aeeeeareeaen 3,780 4,505 42,440
TOtal CUITENE ASSELS ..o 44610 52002 489,802
Property and equipment (Notes 6 and 7):
LN oo 23,243 37,011 348,667
BUildings and SIIUCIUIES ........cooviviiiiiieiiietiiete ettt ettt 22,792 22,657 213,443
Machinery and VERICIES ........c.ouiiiiiiiiieiiciie ettt 6,449 6,541 61,620
CONSITUCHON TN PIOGIESS ..vvivivvitieie ettt ettt ettt ettt et ete ettt s e ess e eneene et 325 217 2,044
O e e e e e, 622 563 5,304
Total Property and EQUIPIE ..o 53,43166,990 ............ 631,088
Investments and other assets:
Investments in securities, at cost (NOLES 5 aANd 0) ....c..oiiiiiiiiiiieicie e 4,280 4,367 41,140
Foreign exchange translation adjustments (NOE 2) .......coiviriiriiriiiiiaiiiaiee e — 305 2,873
OTNEES ..o e e e ettt 6,225 6,619 62,355
T T 10,505 ........... 11,291 ............ 106,368
TOUL ASSELS e ¥108546  ¥130,284  $1,227,358

The accompanying Notes are an integral part of these statements.
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Thousands of
U.S. dollars

Millions of yen (Note 1)
- 19992000 ............... L
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Short-term bank 10ans (INOTE 7) .....coiuiiiiiiiie i ¥ 13,052 ¥ 13,732 $ 129,364
Current portion of long-term debt (Note 7) ... 444 19,308 181,894
Notes and aCCOUNLS PAYADIE .......iiiiiiiiiiiii et 9,780 9,471 89,222
INCOME tAXES PAYADIE ...viiiiiiiiiiiii ittt 843 1,234 11,625
Other CUITENE HADIILIES ....vveeeveeee oottt 7,460 7,368 69,411
"TOtal CULLENT HADIHHES +..vvvvoooververreeeeoeooeooeooeoeoeeeeeeeeeeeeeessesssssssssessmssssss s 31,579 ........... 51,113 """""""" 481,517
Long-term liabilities:
Long-term debt, less current portion (INOLE 7) .....cciiiiiiiiiiiiiiaieiie ettt 20,022 7,893 74,357
Deferred tax labilities (INOTE O) ...oviiiiieeeee e — 3,540 33,349
Deferred tax liabilities from revaluation of land (Notes 9 and 12) ..........ccoovvviiiiiiiiiiiiieeee, — 5,746 54,131
Employees’ retirement benefits 4,720 4,738 44,635
Consolidation dIiffEreNnCe ............coiiiiiii i 4 — —
Other 1ong-term HADIES .....o.iiiiiiiiiiiiiiei e 138 159 1,498
TOtal 10NG-LEXM HADIHEES <.vvvvvrrrreeeecevooese e eseeeeeeee e 24,884 ........... 22,075 ............ 207,960
TOAL HABIREES oovvveeoeeeeoeoeoeoeeeeeeeeeeeee i 56,465 ........... 7 3,188 ............ 689,477
MINOTIEY TIMEETESTS ......oviiiiiiiiiiiitiiii et ete ettt et te ettt et ete et e e te et e eteeebeetsebeetseeteesteereesbeeteesseeasesreas 592 664 6,256
Contingent liabilities (Note 11)
Shareholders’ equity (Note 13):
Common stock:
Authorised: 300,000,000 shares in 1999
299,200,000 shares in 2000
Issued, par value ¥50 per share:
98,410,118 shares in 1999
97,610,118 SKALES N 2000 ...vveooveeoeeeeee oo eeeee e eseeeeserens 14,183 14,183 133,613
Additional Paid-in CAPILAL ......ooiiiiiiiiiiiii s 14,687 14,687 138,361
Unrealized gain from revaluation of land (NOte 12) ........coociiiiiiiiiiiiiiiiii e — 8,021 75,563
Retained earnings ............ 22,627 19,541 184,089
Treasury stock, at cost © (D) (D)
Total ShArehOlders €QUILY ..v.ervrrreerrerrersseeseeeesseesseeeeeseessersesssesseneeeeseemneeesee 51,491 ............ 56,431 ............ 531,616
Total liabilities, minority interests, and shareholders’ equity ...........cccccocoviiiviiiiin. ¥108,546 ....... ¥ 130,284 ....... $1,227,358
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CONSOLIDATED STATEMENTS OF INCOME TONAMI TRANSPORTATION CO., LTD.
AND CONSOLIDATED SUBSIDIARIES

For the two years ended 31st March, 2000

Thousands of

U.S. dollars
Millions of yen (Note 1D

Operating revenues:
OPETALNG TEVENUES ....vvivietieietisietissetesteteseesese et ese ettt se et ese st et et et es e s ese s et et et et ese st et e s esese s ¥116,829  ¥117,794  $1,109,694

116,829 117,794 1,109,694

Operating costs and selling, general and administrative expenses:

Operating COSt (INOLE 14) ...ttt ettt ettt ettt ettt ee et ee e 108,979 108,902 1,025,925
Selling, general and administrative expenses (NOte 14) .......cocoirrviriiiiiiieiieeeee e 5,906 6,480 61,046
114885 115382 1,086,971
OPEFANG HICOME ...t 1944 2412 22,723

Other income and expenses:

Interest and dividend INCOIMIE ...........ooviiiiiiii e 438 423 3,985
Gain (loss) on sells of property and equIpMENt, NEt ........c.oceviiiiiiiiiieiieiiin e 47D 19 179
INEETESE EXPEIISES ....viviieiitisisietetetetesese b tetes ettt et sttt etttk et et ee et es bbb se st nenens (338) (375) (3,534)
OFRETS, NEL ...vviiieii ettt ettt (195) 418 3,938
IR ( 566)485 .................. 4’568
Income before income taxes and MINOFLLY HALLLESES ..o 1,378 .............. 2,89727,291

Income taxes (Note 9):

CUITEIE ..ttt ettt ettt ettt e ettt e ettt e et e e ettt eenaa et e et e e enatneeenes 1,222 2,005 18,888
DEEETTEU ..o — (451) 4,248
- ]7222 ............... 1’554 ................ 1 4’640

MINOTIEY SEETESTS ...ttt ettt ettt ettt ettt n et e et neeneas 32 .................... 67631
NEEACOME ... ¥ 124 ¥ 1276 § 12,021

U.S. dollars
Yen (Note 1)

Net income per share of COMMON STOCK ............ccovviiriiiiiiiieiieiee e ¥ 1.26 ¥13.04 $0.1228

The accompanying Notes are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY TONAMI TRANSPORTATION CO., LTD.

For the two years ended 31st March, 2000

AND CONSOLIDATED SUBSIDIARIES

Shares
of common Additional Unrealized
stock  Common paid-in Legal  gain from Retained
(thousands) stock capital reserve revaluation earnings
Balance as at 315t March, 1998 ..o, 98,410 ¥14183  ¥14,687  ¥1,108 ¥22,163
Beginning balance of legal reserve ............cccoooeiiiiniinnn (1,108) 1,108
NEE INCOME .ottt ettt 124
Cash dividends paid (¥6.75 per share) ...........cccooovvoiiinnnns (664)
Bonuses to directors and statutory auditors .................c........ (82)
Decrease due to deduction of unconsolidated subsidiaries
and affiliates to which equity method applied ................... (22)
Balance as at 31t March, 1999 ... 98,410 ........... 14,185 ........... 14,687 .................... O ................................... 22,627
Prior period adjustments for tax-effect accounting ............... (3,396)
Adjustments of retained earnings for newly consolidated
subsidiary (@)
Net income 1,276
Cash dividends paid (¥6.00 per share) (589)
Unrealized gain from revaluation of land.................ccooe ¥ 8,020
Bonuses to directors and statutory auditors ...............c.cee.... (80)
Retirement of treasury StOCK ..........ccoocoviiiiiiiiiiiiiiieeiee (800) (222)
Balance as at 315t March, 2000 ... 97,610 ¥14,183  ¥14,687 ¥ 0  ¥8,020  ¥19,541
Thousands of U.S. dollars (Note 1)
Additional Unrealized
Common paid-in Legal  gain from Retained
stock capital reserve revaluation earnings
Balance as at 31st March, 1998 ..........ccovvvmvvvmvimse $133613  $138361  $10438 $208,789
Beginning balance of legal reserve ..........c..ccocooviiiiiininnn. (10,438) 10,438
NE INCOME ..ot 1,168
Cash dividends paid ($0.0636 per share) ..........c..c.ccocceevenee. (6,255)
Bonuses to directors and statutory auditors ................cceeee.e. (772)
Decrease due to deduction of unconsolidated subsidiaries
and affiliates to which equity method applied (207)
Balance as at 315t March, 1999 ..o 133,613 138361 o 213,161
Prior period adjustment for tax-effect accounting ................ (31,992)
Adjustments of retained earnings for newly consolidated
SUDSIQIATY ettt (707)
NEL INCOMIE ...t nnes 12,021
Cash dividends paid ($0.0565 per share) ...........c.c.ccoovevennnn. (5,549)
Unrealized gain from revaluation of land .........ccccocorerinnn, $75,554
Bonuses to directors and statutory auditors ................ccoc.e... (754)
Retirement of treasury StoCk ...........coccoviiviiniiiiiiiiciiecn, (2,091
Balance as at 315t March, 2000 ................ccc..covornoorrion $133,613  $138361 $ 0  $75554  $184,089

The accompanying Notes are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS TONAMI TRANSPORTATION CO., LTD.
AND CONSOLIDATED SUBSIDIARIES

For the two years ended 31st March, 1999

Cash flows from operating activities:
INEE IIMCOMMIC ...ttt etttk ettt b bttt s e et h et ekt h e eb e bt bttt et n ettt ettt et ees ¥ 411 ¥ 124

Adjustments to reconcile net income to net cash provided by operating activities:

DEPIECIATION EXPEIISES -....viueiitieeit ettt ettt ettt et e ettt et ekt e teea e et e ea e e ekt e et et e et e eateebeene e beesteeteenteene et e eseeeeeeneenaeenee 4,996 4,470
Provision for allowance for doubtful aCCOUNLS .........coiiiiiiiiiii e 71 (70)
Provision for retirement benefits, 1€SS PAYIMENTS ........ooiiiiiiiiiiiiii ittt 116 154
L0SS ON SAlES Of PrOPEITY ASSELS ...vviiiiiiiiiiieie ettt ettt ettt ettt ettt e ane 226 471
Income applicable tO MINOTILY INLEIESS ......iiiiiiiiiiiiiieitie ettt ettt et e st e bt e e et e e e anee e 64 32
Equity in earnings of unconsolidated subsidiaries and affiliates ............ccoccooiriiiiiiiiii an 98)
Interest expenses offset with exchange differences in Habilities ............ccoccooiiiiiiiiiiiiiii (45) —
ORET ettt b bt h b h et h bbbkttt 29) 8
Changes in assets and liabilities, net of effects from the addition of consolidated subsidiaries:
Decrease in trade reCEIVADIE ........cc..oiiiiii i 444 1,948
(Increase) decrease in inventories (15) 16
(Increase) decrease in other current assets (1,046) 785
(Decrease) i ACCOUNTS PAYADIE ......ooiiiiiiiiii ittt (480) (662)
Increase (decrease) in accrued income and Other tAXES .........ccc.ooviviiiiiiiiiiii e (1,201) 683
Increase (decrease) in other current Habilities .......coooiiee i 1,412 (1,512)
Net cash provided by Operating aCtiVities ...........c.cocviiiiiiiriiiiiii e 4,913 """"""""""" 6,549
Cash flows from investing activities:
Payments for purchases of property and €QUIPITIENT ............cocvoiiveiiieiiiieiiiieieeee et (7,373) (6,060)
Proceeds from sales of property and €QUIPMENT ........cooiiiiiiiiiiiii et 81 131
(Increase) decrease in iNvVestMents ANA AAVANICES .....veeveeeeeeeeeeeeeeeeeeeeeeeeeeeeee el (36) 614
L@ T OSSOSO S USSR 26 112
Net cash USed in INVESHNEG ACHVILES ..rvvvvvveerrrreeereeeesoeeeeeeeeseseseeesseeeeeeeeeeseeseeeseeeee oo (7,302) ............ (5,203)
Cash flows from financing activities:
DAVIAENAS DAL ..ottt (750) (673)
Repayments Of IONG-TEIM AEDE ......iiiiiiiiiiii ettt ettt ettt 44 211
Repayments Of ShOT-terM d@DE ..ottt 277 321
Redemptions Of NOtes With WAITANES .........ociiiiiiiiiiii ittt ettt ee et eee e (7,249) —
Redemptions of convertible DONAS ..ot (1,000) (175)
(C[0) (106)
S ®768) (422)
Net increase (decrease) in cash and cash eqUIVALENTS................ccccieviiiiiiiiiiiiie e (11,157) 724
Cash and cash equivalents at beginning of Period ...............cccciiiiiiiiiiiiiii e 28,924 17,767
Cash and cash equivalents at €nd Of PELIOQ .................ooorrovveeeroreeeeeeeeeoeeseeeeeeseeseeeeeesseeseeseeeseeseesseessesseenes ¥17,767¥18,491

The accompanying Notes are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS TONAMI TRANSPORTATION CO., LTD.
AND CONSOLIDATED SUBSIDIARIES

For the year ended 31st March, 2000

Thousands of
U.S. dollars

Millions of yen (Note 1)
2000 2000
sy iows Bromm Operating ACvics L
Net income before income taxes and MINOLILY INLEIESLS .......cviiiiiiiiiiiiiiiiiie et ¥ 2,897 ¥27,292
Depreciation and amortization ............cccoceeevieviniiincnen. 4,217 39,727
Gain on disposal of property and equipment .... 3 28
Gain on sales of marketable securities ............... (103) (970)
Loss on devaluation of marketable securities ............cccocveevrininans 94 886
Amortization of foreign exchange translation adjustments 17 160
Equity in earnings of associated COMPANIES ........c.iiiiiiiiiiiiii ittt 17 (1,102)
Decrease in allowance for doubtful ACCOUINLS .........c..ccviiiiiiiiiiiii ittt (58) (546)
Increase in employees’ retiremMent DENeits ..........ccooiiiiiiiiiiii e 17 160
Decrease in accrued bonuses t0 €MPIOYEES ..........cciiiiiiiiiiiiiiiieie et 92) (867)
Interest and diVIAENA INCOME . ....veeee e e (305) (2,873)
TIEEIESE ©XPEIISES .nviieiiieeeiiit ettt ettt ettt ettt oottt e e h et e ottt ettt e e ettt e e ettt e ettt ettt et 375 3,533
Decrease N trade TECEIVADIES ...........c..iiiiiiiie oottt ettt 696 6,557
TNCTEASE 1N INVEITOTIES ..uvviviiesiieeiiie ettt eitte ettt et e e tee ettt et e et e et e e tteesseeesse e st e eat e e st e asbeeesseeasteenteestbeesteeanseensseenseennees (100) (942)
Increase in aCCOUNES PAYADIE ........iiiiiiiiiiiii ettt (438) (4,126)
Increase in acCrued CONSUMPLION TAXES ...o..iiuiiutiiuiiitatiiatt ettt eteate ettt att e teattetease e e bt aseeeteaseeateeseeateeseeateeneeaneenieans 164 1,545
OTNET, NEL ..o ettt et ettt ettt ettt ettt 962 9,063
SUDTOTAL ...t 8229 77,522
Interest and diVIAENdS TECEIVEA ... oo 305 """"""""" 2,873
TIEETEST PAIA ..ttt t ettt et ettt e ekt et e e h s e bt h bt ekt et e et st bt st e ettt e bt beeneeae e (375) (3,533)
TNCOME TAXES PAIA .viviiiviiieieieiet ettt ettt ettt et ettt ettt ettt (1,615) (15,214)
Net cash provided by Operating aCtiVities ...........cccooiiiiiiiiiiiiiiii e 6543 61,639
Cash flows from investing activities:
PUrchase Of timMeE AEPOSIES ....o.iiuiiiiiiiiiiiiiiii ittt ettt ettt ettt ettt (524) (4,936)
Proceeds from redemption of time deposits .. 115 1,083
Purchase of marketable securities ................... (4,275) (40,273)
Proceeds from sales of marketable securities 2,418 22,779
Purchase of property and @QUIPIMENT ..........c.iiiiiiiiiit oottt ettt ettt ettt ee et (5,818) (54,809)
Proceeds from sales of property and €QUIPMENT ........c.oiiiiiiiiiiiiii it 1,991 18,757
Purchase of iNVESIMENLS iN SECUTITIES .........cviiieiieeieeeeeeee ettt (76) (716)
Proceeds from sales of iNnVeStMENtS i SECUTTLIES ......cc.viiiieiiiiiiiiiii ettt 120 1,130
Purchases of securities resulting in a change in numbers of consolidated subsidiaries................cccccocovininn (190) (1,790)
LOAN MAUE ..oivviiiiiiiii ittt ettt ettt ettt ettt ettt ettt (2,096) (19,746)
Proceeds from COIECHON Of LOANS .......iiiiiiiiiiiii et 2,243 21,130
[©151S A o 1< SR OO U TP PRSPPI (894) (8,422)
Net cash used in INVESHNG ACHVIHES ........v..vv.veieeieeeee oo eeeee oo (6,986) """""" (65,813)
Cash flows from financing activities:
INCrease in SNOMT-LEIM LIOANS ......iiiviiiiiiii ettt ettt 482 4,541
Proceeds from 10NG-teIm deDE .......oiiiiiiiiiiie s 403 3,797
Repayment Of IoNG-term dEDE .........iiiiiiiiiiii ittt ettt ettt (809) (7,621)
Proceeds from iSSUANCE Of DONAS ..........ooiiiiiiiii i 6,955 65,520
Repurchase of treasury stocks .......... (22D (2,082)
Dividends paid ..............ccooeviiiinn. 579 (5,455)
Dividends paid to minority interests (€©))] 75)
Net cash provided by financing activities 6221 58,606
Effect of exchange rate change on cash and cash equivalents ................ccccccoeiveiiiiiiiieniiiiece e — —
Net increase in cash and cash eqUEIVALEIILS ................occiiiiiiiiiiiii it 5,778 54,432
Cash and cash equivalents at beginning Of YEAr .............ccociiiiiiiiiiiiiiiii e 11,201 105,520

Cash and cash equivalents at €Nd Of YEAT ............cccoiiiiiiiiiiiiiii et e

The accompanying Notes are an integral part of these statements.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS TONAMI TRANSPORTATION CO., LTD.

1. Basis of presenting financial statements

The accompanying consolidated financial statements have
been prepared from accounting records maintained by
Tonami Transportation Co., Ltd. (the “Company”) and its
consolidated subsidiaries in conformity with the Securities
and Exchange Law of Japan and accounting principles
generally accepted in Japan. However, in order to facilitate
understanding for readers outside Japan, certain
reclassifications have been made to the consolidated
financial statements prepared for domestic purposes.

U.S. dollar amounts presented in the financial
statements are included solely for convenience and should
not be construed as representations that Japanese yen
amounts have been or could in the future be converted
into U.S. dollars. The rate of ¥106.15 = U.S.$1, prevailing on
31th March, 2000, has been used for the translation into
U.S. dollar amounts in the financial statements.

2. Summary of significant accounting policies
(a) Consolidation

The accompanying consolidated financial statements
include the accounts of the Company and its 24 significant
majority-owned subsidiaries for the year ended March 31,
2000 (23 for 1999).

All significant intercompany accounts and transactions
have been eliminated in consolidation.

Eight of the investments in unconsolidated subsidiaries
or affiliates (eight for 1999) are accounted for by the equity
method.

(b) Marketable securities and investments in
securities

Marketable securities and investments in securities are
stated at cost determined by the moving average method.

(c¢) Allowance for doubtful accounts

The allowance for doubtful accounts is provided at an
amount based on the actual write-off rate stipulated by
Japanese tax law plus the estimated amount of probable
bad debts.

(d) Property and equipment and depreciation

Property and equipment are stated at cost. However, under
Japanese tax law, capital gains arisen from disposals and
other similar transactions are deducted from the cost of the
property and equipment acquired in substitution.

Depreciation of property and equipment is computed
by the declining balance method at rates based on
estimated useful lives, except for buildings and structures.
The buildings and structures are depreciated by the
straight-line method.
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AND CONSOLIDATED SUBSIDIARIES

(e) Leases

Finance leases other than those which are deemed to
transfer the ownership of the leased assets to lessee are
accounted for by the method similar to that applicable to
ordinary operating leases.

(f) Employees’ retirement benefits

The Company’s employees are entitled to a lump-sum
payment upon retirement or severance of employment. The
balances of the liability are the maximum allowable
amounts under Japanese tax law or 40% of the amounts
which would be required if all employees voluntarily
terminated their employment at those dates.

The Company also has a non-contributory pension
fund, into which on 1st April, 1991, the liquidated
contributory pension fund was transferred. The annual
provisions for pension benefits include current period costs
and amortisation of past service costs.

(g) Stock issue expenses
Stock issue expenses are charged to income as incurred.

(bh) Remeasurement of assets and liabilities of
consolidated subsidiaries

Assets and liabilities of the consolidated subsidiaries are
remeasured using the full fair value method.

(i) Amortization of consolidation difference

Differences between acquisition cost and the underlying
net equity at the time of acquisition are amortized on a
straight-line basis over the period of five or 20years. When
their amounts are, however, not significant, the differences
are charged or credited to income at the dates of
acquisition.

(j) Income taxes

Effective from the year ended 31st March, 2000, in
accordance with the Revised Accounting Principles for
Consolidated Financial Statements (the “Revised Accounting
Principles”), the Company adopted tax-effect accounting.

Income taxes consist of corporation, enterprise, and
inhabitants taxes.

(k) Net income per share of common stock

The computation of net income per share of common stock
has been based on the weighted average number of shares
outstanding during each financial year, retroactively
adjusted to take account of a free share distribution.



(1) Statements of casbh flows

Cash and cash equivalents include cash on hand, deposits
placed with banks on demand, and highly liquid
investments with insignificant risk of changes in value
which have maturities of three months or less when
purchased.

3. Supplementary information
(a) Accounting for software for internal use

In accordance with the provisional rule of the JICPA’s
Accounting Committee Report No.12 “Practical Guidance
for Accounting for Research and Development Costs, etc.,”
the Company accounts for software for internal use in the
same manner in 2000 as in the prior years.

Software costs are amortized by the straight-line
method over their estimated useful lives (five years).

(b) Remeasurement of assets and liabilities of
consolidated subsidiaries

Prior to the year ended 31st March,2000, in the elimination
of investments in subsidiaries, the portion of assets and
liabilities of consolidated subsidiaries attributable to
minority shareholders was not evaluated. Effective from the
year ended 31st March, 2000, in accordance with an
administrative notice issued by the Ministry of Finance in
1998, the Company adopts the full fair value method
thereby all the assets and liabilities of consolidated
subsidiaries including the portion attributable to minority
shareholders are remeasured to fair value as of the
acquisition of control.

As a result of this remeasurement, total assets and
minority interests (net of deferred tax) increased by ¥100
million (§942 thousand) and ¥58 million ($546 thousand),
respectively.

4. Reclassification

Effective from the year ended 31 March, 2000, the
Company is required to prepare consolidated statements of
cash flows in accordance with the Revised Accounting
Principles. The consolidated statements of cash flows for
the year ended 31st March, 1999, which were prepared for
the purpose of inclusion in the consolidated financial
statements although such statements were not customarily
prepared in Japan and not required to be filed with the
Ministry of Finance prior to the year ended 31st March,
2000, are not restated, resulting in an inconformity to the
2000 presentation under the Revised Accounting Principles.

The consolidated statements of cash flows for the year
ended 31st March, 2000 include interest paid and income
taxes paid under operating activities section, which were
previously presented as a supplementary cash flow
information in the notes to the consolidated financial
statements.
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5. Marketable securities and investments in
securities

The cost and market value of marketable equity securities
and other securities included in marketable securities and
investments in securities as at 31st March, 2000 are
summarised as follows:—

Thousands of

Millions of yen U.S. dollars
......................................................................... 2000 2000 .
Markemble . g ecurmeg ..............................................................................

COSE et ¥ 1,959 ¥18,455

Market value ................c.......... 2,124 20,009
Investments in securities:

COSE e, 2,439 22,977

Market value...........cccoeeee. 3,350 31,559

Effective from the year ended March 31, 2000, in
accordance with the Revised Accounting Principles, the
Company has presented the market information of
marketable securities and investments in securities in the
notes to the consolidated financial statements.

6. Property and equipment

Depreciable property is stated at the net book value in the
consolidated balance sheets. The amounts of accumulated
depreciation were ¥47,153 million ($444,211 thousand) and
¥48 409 million ($456,043 thousand) on 31st March, 1999
and 2000, respectively.

Capital gains arisen from disposals and other similar
transactions are deducted from the cost of property and
equipment acquired in substitution. The amount deducted
in the cost of property and equipment was ¥266 million
($2,506thousand)and ¥275 million ($2,591thousand) on 31st
March, 1999 and 2000,respectively.

7. Short-term bank loans and long-term debt

(a) Short-term bank loans

Short-term bank loans as at 31st March, 1999 and 2000
were as follows:—

Millions of yen U.S. dollars

...... 1999 2000 R 2000
¥3’982 ........ ¥4’121 ......... $38’822
Unsecured ......oooeeeeeeeeeieeeeeeee 9,119 9,611 90,542

Interest rates range from 0.95% to 2.2%.



(b) Long-term debt

Long-term debt as at 31st March, 1999 and 2000 was as
follows:—

................................................................................................ o
U.S. dollars

1999 2000 2000
09% ¥1o bllhon Qonvemble .....................................................................
bonds due 2001 .......c.ccoeevenen. ¥ 8823 ¥8,823 $83,118
0.0% ¥10 billion convertible
bonds due 2000 ............cc.......... 10,000 10,000 94,206
2.05%¥7 billion unsecured
straight bonds due 2003............ — 7,000 65,944
0.6%—-6.1% yen secured
loans from financial
institutions due 1998 to 2005
Secured ... 584 530 4,993
Unsecured........oeeeeeeeeeceeaaaeen, 1,055 848 7,989
Total oo 20462 27,201 256,250
Less: amount due within
ONE VAL ..veviviiiaiiiiiiaieeiieieanen, 439 19,308 181,893
¥20,023 ¥7,893  $74,357

The ¥10 billion 0.9% convertible bonds, issued in
February 1994 are convertible into common stock of the
Company at the conversion rate of ¥841 per share during
the period to 29th March, 2001.

The ¥10 billion 0.0% convertible bonds, issued in
October 1996 are convertible into common stock of the
Company at the conversion rate of ¥550 per share during
the period to 11st October, 2000.

The maturity date of the ¥7 billion 2.05% unsecured
straight bonds, issued in September 1999 is 16th September,
2003.

The annual maturities of long-term debt outstanding as
at 31st March, 2000 were as follows:—

¥19,308 $181,893
325 3,062

202 1,903
7,113 67,009
251 2,365
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(c) Pledged assets

Property and equipment having a net value of ¥23,398
million ($220,423 thousand) was pledged as collateral for
long-term bank loans and for other purposes, and
investment in securities of ¥340 million ($3,203 thousand)
was pledged as collateral for short-term bank loans as at
31st March, 2000.

8. Pension plans

The Company’s pension plan assets referred to in Note 2(f)
as at 31st, March 2000 are ¥26,795 million ($252,426
thousand).

9. Income taxes

As described in Note 2(j), effective from the year ended
31st March, 2000, the Company has adopted tax-effect
accounting in accordance with the Revised Accounting
Principles. The effect of this adoption of the new
accounting principles was to provide for deferred tax assets
(current assets) of ¥474 million ($4,465 thousand) and
deferred tax liabilities (long-term liabilities) of ¥3,540
million ($33,349 thousand) and to increase net income by
¥451 million ($4,249 thousand), and unappropreated
retained earnings by ¥2,928 million ($27,584 thousand).

Significant components of deferred tax assets and
liabilities for the year ended March 31, 2000 were as
follows:

Thousands of

Millions of yen U.S. dollars
Deferreduxaggetg ...................................................................................
Excess bonuses accrued ........ ¥ 224 $ 2,110
Accrued enterprise taxes ....... 95 895
Excess employees’ retirement
benefits accrued .................. 343 3,231
OMher ...coooeiveeeieeeee 60 565
Gross deferred tax assets ... 724 ............... 6,821
Valuation allowance .............. 20 188
Total deferred tax assets ... 704 ............... 6}632
Deferred tax liabilities:
Reserve under Special Taxation
Measures Law ............ccoeuee. (3,769) (35,506)
Net deferred tax liabilities ... ¥(3,065) ............ $(28,874)




Income taxes applicable to the Company consist of
corporation, enterprise, and inhabitant taxes, which, in
aggregate, resulted in statutory rates of 33% for 1999 and
42% for 2000. The statutory tax rate differs from the
effective tax rate reflected in the consolidated statements of
income for the year ended March 31, 2000 for the following
reasons:

SEALULOTY AKX TALE 1ottt 41.6%
Increase (reduction) in tax resulting from:
Nondeductible expenses including
entertainment, €LC...........oovvvviiiiiiiiiiiiiiiiiieeeeeeee 3.1
Nontaxable income including dividends
received deduction, €tC...........ccoovvvvviveiieieneennn, (1.6)
Per capita portion of inhabitant taxes ................... 7.2
Equity in earnings of affiliates..............ccccocreninnn. .7
Oher ..o 5.1
EFfECtiVE TAX TALE 11 vvevrrrrreeeoresseessserresseessserenseesnnennse 537%

10. Finance leases

Lease payment under finance lease for the year ended
March 31, 1999 and 2000 were ¥198 million ($1,865
thousand) and ¥316 million ($2,977 thousand), respectively.
Future lease payments of finance leases as at March 31,
2000 ware as follows:—

Due within one year ................... ¥ 327 $ 3,081
Due after one year ............c........ 797 7,508
¥1,125 $10,598

11. Contingent liabilities

As at 31st March, 2000, the Company were contingently
liable as follows:—

................................................................................................... G
U.S. dollars

..... ¥ 415 $ 3,910

Guarantees of employees’
housing loans ..........c..cccoeeeee. 42 396
Notes endorsed .........cccevveennnee. 40 377
Others ... 1,603 15,101

12. Revaluation of land

In accordance with the Law concerning Revaluation of
Land enacted on 31st March, 1998, the Company has
revaluated its own land used for business operations on
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31st March, 2000 and reported unrealized gain from
revaluation of land in shareholders’ equity section.

The revaluated book value of land has been
determined based on the value of land registered on the
cadastres and their supplementary records, which are
provided by the Local Tax Law under the Law Cencerning
Revaluation of Land, with making reasonable adjustments.

$203,712
333,406

13. Shareholders’ equity

Year-end dividends shall be approved by a meeting of the
shareholders after the end of each financial year and
interim dividends may be declared by the Board of
Directors after the end of each first six month period,
respectively.

In accordance with the Commercial Code, year-end
dividends and the related appropriation of retained
earnings are not reflected in the financial statements at the
end of the financial year, but are recorded at the time they
are approved.

14. Supplementary income information

Supplementary income information for the two years ended
31st March, 2000 is as follows:—

¥4,470 ¥4.216 $39,717
4,484 4,280 40,320

15. Subsequent event

The annual shareholders’ meeting of the Company, which
was held on 29th June, 2000, duly approved the following
appropriations of retained earnings existing as at 31st
March, 2000:—

Transfer to legal reserve ............. ¥ 33 $ 311
Dividends (¥3.00 per share) ....... 293 2,760
Bonuses to directors and

statutory auditors ...................... 35 330



16. Segment Information

The Company’s business segments consist of logistics related services classified as Logistics and non-logistics services
classified as Others.

A summary of segment information by industry segment for the two years ended 31st March 2000 is as follows:—

Logistics Others Total Eliminations Consolidated
(Notes 1 and 2)

Net sales:

Outside customers ¥ 107,450 ¥ 9379 ¥ 116,829 ¥ — ¥ 116,829
Inter segment sales ... 9 4,895 4,904 (4,904) —
TOAL .o 107,459 14274 121,733 4904 116,829
COoSts AN EXPENSES ..ovvveviiiriiiniiieiieieieeieie e, 106,369 13,314 119,683 (4,798) 114,885

Operating income

Assets, depreciation and capital expenditures:

Identifiable aSSeLS: ...ooviveeeeee e, ¥ 80,060 ¥ 7,840 ¥ 87,900 ¥ 20,593 ¥ 108,493
Depreciation: ......ocoviviiiiiieiieie et ¥ 4,343 ¥ 128 ¥ 4,471 ¥ 1 ¥ 4470
Capital expenditures: ........c.cccoviveiieriiiiiiieea ¥ 8,369 ¥ 1,399 ¥ 9,768 ¥ 747 ¥ 9,021

Logistics Others Total Eliminations Consolidated
(Notes 1 and 2)

OULSIAE CUSTOMETS ...veeeeeeeeeee e ¥107,859 ¥ 9,935 ¥117,794 ¥ — ¥117,794
Inter segment Sales ........ocoovevieiiiieniiiiiniaeeee 10 4,914 4,924 (4,924) —_
TOAL oo 107,869 14,849 122,718 4,929 117,794
COoSts aANd EXPENSES ..ovvveviiiviiieiieiiieieieie e, 106,583 13,463 120,046 (4,664) 115,382
OPErating iNCOME .......v..ovvoveeeeeeeeeeeeeeeoeeeeeeeeeees ¥ 1,286 ¥ 1,386 ¥ 2672 ¥ (2600 ¥ 2,412

Assets, depreciation and capital expenditures:

Identifiable assets: ........cccccovviiiiiiiiiiiiieicieeeee ¥ 93,625 ¥ 7,775 ¥101,400 ¥ 28,883 ¥130,283
Depreciation: ............ ¥ 140 ¥ 4,217 ¥ 13 ¥ 4,204
Capital expenditures: ...........cocooeviiiriniiniiiiiieane ¥ 188 ¥ 5,171 ¥ 12 ¥ 5,159
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Logistics Others Total Eliminations Consolidated
(Notes 1 and 2)

OUtside CUSTOMETS ....cvvviiviiiiiiiiieeeeecee e, $1,012,247 $ 88,356 $1,100,603 $ — $1,100,603
Inter segment Sales ..........ccoocovieiiiiiiniiieieeee 85 46,114 46,199 (46,199) —
TOMAl .o 1012332 134,470 1,146,802 (46,199 1,100,603
COoSts AN EXPENSES ..cvvvveviiiriiiiiieiiieieieie e 1,002,063 125,426 1,127,489 (45,200) 1,082,289
OPErating iNCOME ............oovvv.orrvvreerrereoosrereeiereeerne $ 10260 $ 9044 $ 19313 $ (999 $ 18314
Assets, depreciation and capital expenditures:
Identifiable aSSEtS: ........c..cccceoueceeeeeeeeeeeeeeeeeeee $754,216 $ 73,858 $ 828,074 $193,999 $1,022,073
DEPreciation: .....oociveieeeeeieeiiaeiee e $ 40,914 $ 1,206 $ 42120 $ 10 $ 42,110
Capital expenditures: ...........ococecvvviveieiniieeeenn, $ 78,841 $ 13,180 $ 92,021 $ 7,037 $ 84,984

Eliminations Consolidated
(Notes 1 and 2)

OULSIAE CUSTOMETS ..o, $1,016,100 $ 93,594 $ 1,109,694 S — $1,109,694
Inter Segment SAlES ......c.ccovveviiiiieiieeieeieeennns 94 46,293 46,387 (46,387) —
TOAl ovvoooeeoeeeoeeeeeeeeeeeeeeeeeeeeee s 1,016,194 139,887 1,156,081 46,387) 1,109,694
COStS ANA EXPENSES ...vvivviiviiiiiiiiiiieie ettt 1,004,079 126,830 1,130,909 (43,938) 1,086,971
Operating iNCOME .............ccoovoovvoooeeoeeeoeeeeeeeeeeeen, $ 12,115 $ 13,057 $ 25172 $ (2,449) $ 22723
Assets, depreciation and capital expenditures:
Identifiable aSSEts: ...........cccccoovevieiiiiiieiiiiie $ 882,007 $ 73,245 $ 955,252 $272,096 $1,227,348
DEPIeciation: ...........ccccocoeveiieeereeeieeeeeeeeeeeeesn, $ 38,408 $ 1,319 $ 39,727 $ 123 $ 39,604
Capital expenditures: ..........ccccocveiiiiiininiiiiieienn S 46,943 s 1,771 S 48,714 S 113 S 48,601

Note 1. Operating cost and expenses included in the column “Eliminations” mainly consist of those charged by the general
affairs and finance divisions of the Company, amounting to ¥241 million ($2,270 thousand) and ¥202 million ($1,903
thousand) for the years ended March 31, 1999 and 2000, respectively.

Note 2. Corporate assets included in the column “Eliminations” mainly consist of surplus working fund (cash and marketable
securities), long-term investment fund (investments in securities), and other assets which belong to the administrative
department, amounting to ¥23,041 million ($217,061) and ¥31,368 million ($295,506 thousand) for the years ended
March 31, 1999 and 2000, respectively.

The two business segments mainly consist of the following services:
Logistics ...... Road haulage, freight forwarding, warehousing, and harbor transport and customs services
Others ......... Vehicle maintenance, casualty insurance, leasing, merchandising and commissioned sales and
purchases, travel services, mail order services, travel inn
Neither geographical segment information nor overseas sales have been presented as any of the Company’s consolidated
subsidiaries are not located outside Japan and the Company and its consolidated subsidiaries have not overseas sales for the
years ended March 31, 1999 and 2000.
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REPORT OF THE INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON THE CONSOLIDATED FINANCIAL STATEMENTS
OF THE COMPANY AND ITS CONSOLIDATED SUBSIDIARIES

To the Board of Directors of

Tonami Transportation Co., Ltd.

We have examined the consolidated balance sheets of Tonami Transportation Co., Ltd.
and its consolidated subsidiaries as at 31st March, 1999 and 2000 and the related
consolidated statements of income, shareholders’ equity and cash flows for the years
then ended.

Our examinations were made in accordance with auditing standards generally
accepted in Japan and, accordingly, included such tests of accounting records and
such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the consolidated financial statements referred to above present
fairly the consolidated financial position of Tonami Transportation Co., Ltd. and its
consolidated subsidiaries as at 31st March, 1999 and 2000 and the results of their
operations and cash flows for the years then ended, in conformity with accounting
principles generally accepted in Japan applied on a consistent basis.

As described in Notes 2 (g) and 3 to the consolidated financial statements, Tonami
Transportation Co., Ltd. has adopted the revised accounting principles for consolidated
financial statements as well as new accounting standards for research and development
and tax-effect accounting in the preparation of its consolidated financial statements for
the year ended 31st March, 2000.

The United States dollar amounts shown in the accompanying consolidated
financial statements have been translated solely for convenience. We have reviewed
this translation and, in our opinion, the consolidated financial statements expressed in
yen have been translated into dollars on the basis described in Note 1.

Effective 1st April, 2000, Century Audit Corporation merged with Ota Showa & Co.
and changed its name to Century Ota Showa & Co.

Cw-/avy OLo SHowa & Co.

Century Ota Showa & Co.
Toyama Prefecture, Japan
29th June, 2000
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CORPORATE DATA

Head Office Consolidated Subsidiaries

2-12, Showa-machi 3-chome, Takaoka, Kanto Tonami Transportation Co., Ltd.
Toyama Prefecture 933-0946, Japan Road haulage

Phone: (0766) 21-1073 Gosei Tonami Transportation Co., Ltd.
Fax: (0766) 21-3640 Road haulage

Tokyo Office Osaka Tonami Transportation Co., Ltd.
3-8, Higashinihonbashi 3-cyome, Chuo-ku, Road haulage

Tokyo 103-0004, Japan Shonan Tonami Transportation Co., Ltd.
Phone: (03) 3664-5401 Road haulage

Fas (@5) 30645405 Ibaraki Tonami Transportation Co., Ltd.

Date of Establishment Road baulage
June 1943 Fukui Tonami Transportation Co., Ltd.
Road haulage

Common Stock Ishikawa Tonami Transportation Co., Ltd.

¥14,183 mllllon Road baul&lge
Issued and Outstanding Shares Kanagawa Tonami Transportation Co., Ltd.
97,610,118 shares Road haulage

Kansai Tonami Transportation Co., Ltd.
Shareholders Road haulage P
10,102 .

Zento Transportation Co., Ltd.
Employees Road baulage
5,757 Takefu Transportation Co., Ltd.

Road haulage
g;f T als Kawai Transportation Co., Ltd.

Road haulage
Warehouses Chukyo Tonami Transportation Co., Ltd.
43 Road haulage
Motor Vehicles 232} gd’u%ilg'e
5,549

Nago%a Logistics Co., Ltd.
(As of 31st March, 2000) Warebousing

Nihon Unyu Co., Ltd.

Harbor transport

Kokusai Kyodo Logistics Co., Ltd.
Warebousing

Tonami Trading Co., Ltd.
Trading Company

Toyo Gomu Hokuriku Hanbai Co., Ltd.
Sale of tires

Shogawa Kanko Co., Ltd.
Travel inns

Toyama Jizake Hanbai Co., Ltd.
Sale of liquor

Tonami Automobile Technology Research Institute Co., Ltd.
Automobile technology RED

TO)IO Tire Toyama shop Co., Ltd.
Sale of tires

Toyo Shinso Co., Ltd.
Sale of bed-clothes
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