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ALTECH Co., Ltd. and Consolidated Subsidiaries

Consolidated Balance Sheets
November 30, 2004 and 2003

Thousands of Thousands of
U.S. Dallars U.S. Dollars
Thousands of Yen (Note 1) Thousands of Yen (Note 1)
ASSET LIABILITIESAND SHAREHOLDERS EQUITY 2004 2003 2004
S 2004 2003 2004
CURRENT LIABILITIES:

CURRENT ASSETS: Short-term bank |oans (Note 5) ¥ 1,851,581 ¥ 1,550,000 $ 17,945
Cash ¥ 3,250,653 ¥ 2,648,251 $ 31,505 Current portion of long-term debt (Note 5) 1,781,050 1,099,367 17,262
Time deposits 200,000 Payables:

Receivables: Trade notes 1,366,552 1,464,322 13,244
Trade notes 1,299,101 1,450,290 12,591 Trade accounts 4,226,879 3,954,904 40,966
Trade accounts 5,344,090 5,355,442 51,794 Unconsolidated subsidiary and associated companies 61,314 50,963 594
Unconsolidated subsidiary and associated companies 489,867 1,019,051 4,747 Other 688,857 409,809 6,676
Other 279,504 167,066 2,709 Advances received 1,002,885 1,114,055 9,720
Allowance for doubtful receivables (72,008) (56,072) (698) Income taxes payable (Note 7) 446,190 12,436 4,324

Inventories (Note 4) 1,275,749 977,297 12,364 Accrued expenses 619,722 657,349 6,007

Advances paid 954,622 720,503 9,252 Other current liabilities 344,875 816,886 3,343

Deferred tax assets (Note 7) 141,938 101,650 1,376

Prepaid expenses and other current assets 579,867 837,851 5,620 Total current liabilities 12,389,905 11,130,091 120,081

Total current assets 13,543,383 13,421,329 131,260 LONG-TERM LIABILITIES:
Long-term debt (Note 5) 5,510,693 3,826,188 53,409

PROPERTY, PLANT AND EQUIPMENT (Note 5): Other long-term liabilities 122,126 253,805 1,183
Land 3,835,469 3,840,518 37,173
Buildings and structures 3,562,476 3,504,131 34,527 Total long-term liabilities 5,632,819 4,079,993 54,592
Machinery and equipment 2,374,288 1,024,696 23,011
Furniture and fixtures 643,930 434,405 6,241 MINORITY INTERESTS 46,169 25,093 448
Construction in progress 525,288 800,206 5,091

Totd 10,941,451 9,603,956 106,043 CONTINGENT LIABILITIES (Note 11)

Accumulated depreciation (1,509,790) (1,229,480) (14,633)

SHAREHOLDERS EQUITY (Notes 6 and 14.a):
Net property, plant and equipment 9,431,661 8,374,476 91,410 Common stock, no par value—
authorized, 40,000 thousand shares,

INVESTMENTSAND OTHER ASSETS: issued, 10,284 thousand shares;

Investment securities (Notes 3 and 5) 1,034,311 386,350 10,024 outstanding, 10,024 thousand sharesin 2004 and

Investments in unconsolidated subsidiary and 10,065 thousand shares in 2003 3,914,287 3,914,287 37,936
associated companies 558,887 106,859 5,417 Capital surplus 4,454,225 4,454,225 43,169

Long-term loans receivable 257,730 307,629 2,498 Retained earnings 365,350 737,912 3,541

L easehold deposits 68,900 66,477 668 Net unrealized loss on available-for-sale securities (31,612) (22,543) (306)

Directors' insurance funds 677,842 777,065 6,570 Foreign currency translation adjustments 28,500 (74,583) 276

Deferred tax assets (Note 7) 520,157 392,111 5,041 Treasury stock—at cost, 260 thousand shares in 2004

Other assets 562,251 402,300 5,449 and 219 thousand shares in 2003 (220,929) (202,931) (2,241)

Allowance for doubtful receivables (76,408) (193,052) (741)

Total shareholders’ equity 8,509,821 8,806,367 82,475
Total investments and other assets 3,603,670 2,245,739 34,926
TOTAL ¥ 26,578,714 ¥ 24,041,544 $ 257,596
TOTAL ¥ 26,578,714 ¥ 24,041,544 $ 257,596

See notes to consolidated financia statements.



ALTECH Co., Ltd. and Consolidated Subsidiaries

Consolidated Statements of Operations
Years Ended November 30, 2004 and 2003

NET SALES (Note 13)
COST OF SALES (Note 13)
Gross profit

SELLING, GENERAL AND ADMINISTRATIVE
EXPENSES (Note 9)

Operating income (10ss)

OTHER INCOME (EXPENSES):
Interest and dividends income
Interest expense
Equity in earnings of associated companies
Foreign exchange loss
Director's retirement benefits
L oss on business restructuring (Note 8)
Other—net

Other expenses—net

INCOME (LOSS) BEFORE INCOME TAXESAND
MINORITY INTERESTS

INCOME TAXES (Note 7):
Current
Deferred
Tota income taxes

MINORITY INTERESTSIN NET INCOME (LOSS)

NET LOSS

PER SHARE OF COMMON STOCK (Note 2.m):
Net loss
Cash dividends applicable to the year

See notes to consolidated financial statements.

Thousands of
U.S. Dollars

Thousands of Yen (Note 1)

2004 2003 2004
¥ 30,237,944 ¥ 28,809,234 $ 293,060
26,442,374 25,740,099 256,274
3,795,570 3,069,135 36,786
3,429,896 3,326,012 33,242
365,674 (256,877) 3,544
55,043 25,770 533
(195,872) (133,924) (1,898)
36,901 11,657 358
(129,641) (40,480) (1,257)
(135,490) (16,800) (1,313)

(365,517)

62,325 (33,040) 604
(306,734) (552,334) (2,973)
58,940 (809,211) 571
455,560 50,651 4,415
(165,914) (196,770) (1,608)
289,646 (146,119) 2,807
21,077 (1) 204
¥ (251,783) ¥ (663,091) $ (2,440)
Yen U.S. Dollars

¥ (28.53) ¥ (65.88) $(0.28)

12.00 12.00 0.12



ALTECH Co., Ltd. and Consolidated Subsidiaries

Consolidated Statements of Shareholders Equity
Years Ended November 30, 2004 and 2003

BALANCE, DECEMBER 1, 2002

Net loss

Cash dividends, ¥12 per share

Purchase of treasury stock

Net increase in unrealized gain on available-for-sale securities
Net change in foreign currency translation adjustments

BALANCE, NOVEMBER 30, 2003

Net loss

Cash dividends, ¥12 per share

Purchase of treasury stock

Net decrease in unrealized gain on avail able-for-sale securities
Net change in foreign currency translation adjustments

BALANCE, NOVEMBER 30, 2004

BALANCE, NOVEMBER 30, 2003

Net loss

Cash dividends, $0.12 per share

Purchase of treasury stock

Net decrease in unrealized gain on available-for-sale securities
Net change in foreign currency trandlation adjustments

BALANCE, NOVEMBER 30, 2004

See notes to consolidated financia statements.

Thousands Thousands of Yen
Outstanding Net Unrealized Foreign
Number of Losson Currency
Shares of Common Capital Retained Available-for-sale Tranglation Treasury
Common Stock Stock Surplus Earnings Securities Adjustments Stock
10,066 ¥ 3,914,287 ¥ 4,454,225 ¥ 1,521,798 ¥ (30,457) ¥ 13,952 ¥ (202,310)
(663,091)
(120,795)
Q) (621)
7,914
(88,535)
10,065 3,914,287 4,454,225 737,912 (22,543) (74,583) (202,931)
(251,783)
(120,779)
(41) (17,998)
(9,069)
103,083
10,024 ¥ 3,914,287 ¥ 4,454,225 ¥ 365,350 ¥ (31,612) ¥ 28,500 ¥ (220,929)
Thousands of U.S. Dollars (Note 1)
Net Unrealized Foreign
Losson Currency
Common Capital Retained Available-for-sale Trandlation Treasury
Stock Surplus Earnings Securities Adjustments Stock
$ 37,936 $ 43,169 $ 7,152 $ (218) $ (723) $ (1,967)
(2,440)
(1,171)
(274)
(88)
- _ _ 99 -
$ 37,936 $ 43,169 $ 3,541 $ (306) $ 276 $ (2,141)




ALTECH Co., Ltd. and Consolidated Subsidiaries

Consolidated Satements of Cash Flows
Years Ended November 30, 2004 and 2003

OPERATINGACTIVITIES:
Income (loss) before income taxes and minority
interests
Adjustments for:
Income taxes—paid
Income taxes—refunded
Depreciation and amortization
Equity in earnings of associated companies
Changesin assets and liabilities:
Decrease in receivables
(Increase) decrease in inventories
(Increase) decrease in advances paid
Increase (decrease) in payables
Decrease in advances received
(Decrease) increase in accrued expenses
Other—net
Total adjustments

Net cash provided by operating activities

INVESTINGACTIVITIES:
Purchases of property, plant and equipment
Proceeds from sales of property, plant and equipment
Purchases of investment securities
Proceeds from sales of investment securities
Purchases of investments in associated companies
Increase of long-term deposits, except cash equivalents
Collection of long-term loans receivable
Additions to long-term loans receivable
Other—net

Net cash used in investing activities

FINANCINGACTIVITIES:
Increase in short-term bank loans—net
Proceeds from long-term debt
Repayments of long-term debt
Dividends paid
Other—net

Net cash provided by financing activities

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS—(Forward)

Thousands of
U.S. Dollars
Thousands of Yen (Note 1)
2004 2003 2004
¥ 58,940 ¥ (809,211) $ 571
(30,134) (285,370) (292)
101,585 984
352,940 308,025 3421
(36,901) (12,657) (358)
678,995 875,184 6,581
(298,512) 282,117 (2,893)
(230,405) 647,854 (2,233)
145,998 (729,718) 1,415
(113,847) (361,159) (1,203)
(17,045) 257,732 (165)
28,954 53,545 280
581,628 1,036,553 5,637
640,568 227,342 6,208
(1,481,229) (1,431,739) (14,356)
7,524
(725,334) (169,534) (7,030)
43,488 70,719 421
(421,428) (4,084)
(200,000) (2,938)
513,892 83,341 4,980
(447,300) (178,755) (4,335)
(47,068) (31,923) (456)
(2,764,979) (1,650,367) (26,798)
305,070 31,540 2,957
3,930,000 1,509,799 38,089
(1,563,812) (997,434) (15,156)
(120,779) (120,796) (14,171)
(30,665) (12,677) (297)
2,519,814 410,432 24,422
¥ 395,403 ¥ (1,012593) $ 3832

(Continued)



ALTECH Co., Ltd. and Consolidated Subsidiaries

Consolidated Satements of Cash Flows
Years Ended November 30, 2004 and 2003

Thousands of
U.S. Dollars
Thousands of Yen (Note 1)
2004 2003 2004
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS—(Forward) ¥ 395,403 ¥ (1,012593) $ 3,832
FOREIGN CURRENCY TRANSLATION ADJUSTMENTS
ON CASH AND CASH EQUIVALENTS 6,999 (1,427) 68
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 2,848,251 3,862,271 27,605
CASH AND CASH EQUIVALENTS, END OF YEAR
(Note 2.b) ¥ 3,250,653 ¥ 2,848,251 $ 31,505

See notes to consolidated financial statements.

-6- (Concluded)



ALTECH Co., Ltd. and Consolidated Subsidiaries

Notesto Consolidated Financial Satements
Years Ended November 30, 2004 and 2003

1. BASISOF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements have been prepared in accordance with the provisions set forth
in the Japanese Securities and Exchange Law and its related accounting regulations, and in conformity with
accounting principles generally accepted in Japan, which are different in certain respects as to application and
disclosure requirements of International Financial Reporting Standards.

In preparing these consolidated financia statements, certain reclassifications and rearrangements have been made to
the consolidated financial statements issued domestically in order to present them in aform which is more familiar
to readers outside Japan.

Certain reclassifications and rearrangements have been made in the 2003 financial statements to conform to the
classifications and presentations used in 2004.

The consolidated financial statements are stated in Japanese yen, the currency of the country in which ALTECH
Co., Ltd. (the "Company") isincorporated and operates. The trandation of Japanese yen amountsinto U.S. dollar
amounts is included solely for the convenience of readers outside Japan and has been made at the rate of

¥103.18 to $1, the approximate rate of exchange at November 30, 2004. Such trandlation should not be construed
as representation that the Japanese yen amounts could be converted into U.S. dollars at that or any other rate.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Consolidation—The consolidated financia statements as of November 30, 2004 and 2003, include the
accounts of the Company and its significant 14 (7 in 2003) subsidiaries (together, the "Group").

Under the control or influence concept, those companies in which the Company, directly or indirectly, is able
to exercise control over operations are fully consolidated, and those companies over which the Group has the
ability to exercise significant influence are accounted for by the equity method.

On December 1, 2003, the Company established 5 subsidiaries, ALTECH APS Co., Ltd., ALTECH
COMMUNICATIONS Co., Ltd., ALTECHALT Co., Ltd., ALTECH ADS Co., Ltd. and ALTECH ARS Co.,
Ltd., by the means of corporate separation, which resulted in the Company being a holding company of these
subsidiaries.

In 2004, the Company consolidated these 5 subsidiaries, and 2 other subsidiaries which were newly
established in current year.

Investmentsin 3 (2 in 2003) associated companies are accounted for by the equity method. Investmentsin the
remaining 1 unconsolidated subsidiary and 2 (1 in 2003) associated companies are stated at cost. If the equity
method of accounting had been applied to the investments in these companies, the effect on the accompanying
consolidated financial statements would not be material.



All significant intercompany balances and transactions have been eliminated in consolidation. All material
unrealized profit included in assets resulting from transactions within the Group is eliminated.

Cash Equivalents—Cash equivalents are short-term investments that are readily convertible into cash and that
are exposed to insignificant risk of changesin value. Cash equivalentsinclude time deposits, al of which
mature or become due within three months of the date of acquisition.

The reconciliation between cash and time deposits in the accompanying consolidated balance sheets and cash
and cash equivalents in the accompanying consolidated statements of cash flowsis asfollows:

Thousands of
Thousands of Yen U.S. Dallars
2004 2003 2004
Cash ¥ 3,250,653 ¥ 2,648,251 $ 31,505
Time deposits 200,000
Cash and cash equivalents ¥ 3,250,653 ¥ 2,848,251 $ 31,505

I nvestment Securities—Marketable available-for-sale securities, which are not classified as either trading
securities or held-to-maturity debt securities, are reported at fair value, with unrealized gains and losses, net of
applicable taxes, reported in a separate component of shareholders equity.

Non-marketable available-for-sale securities are stated at cost determined by the moving-average method. For
other than temporary declinesin fair value, non-marketabl e available-for-sale securities are reduced to net
realizable value by a charge to income.

Allowance for Doubtful Receivables—The allowance for doubtful receivablesis stated in amounts considered
to be appropriate based on the Group's past credit |oss experience and an evaluation of potential lossesin the
receivables outstanding.

I nventories—Inventories of consolidated subsidiaries, except Chinese consolidated subsidiaries, are stated at
cost determined by the specific identification method. Inventories of Chinese consolidated subsidiaries are
stated at the lower of cost, determined by the moving-average method, or market.

Property, Plant and Equipment—~Property, plant and equipment are stated at cost. Depreciation of the
Company and its consolidated subsidiaries, except Chinese consolidated subsidiaries, is computed by the
declining-balance method, while the straight-line method is applied to the buildings acquired after April 1,
1998, at rates based on the estimated useful lives of the assets. The range of useful livesis principally from 3
to 50 years for buildings and structures, and from 2 to 15 years for machinery and equipment. Depreciation of
Chinese consolidated subsidiaries is computed by the straight-line method. The range of useful livesis
principally from 5 to 20 years for buildings and structures, and from 5 to 10 years for machinery and
equipment.

I ncome Taxes—The Group accounts for interperiod allocation of income taxes based on the asset and liability
method.



Deferred income taxes are recorded to reflect the impact of temporary differences between assets and liabilities
recognized for financial reporting purposes and such amounts recognized for tax purposes. These deferred
taxes are measured by applying currently enacted tax laws to the temporary differences.

Foreign Currency Transactions—Al| short-term and long-term monetary receivables and payables
denominated in foreign currencies are trandated into Japanese yen at the exchange rates at the balance sheet
date. Theforeign exchange gains and losses from tranglation are recognized in the consolidated statements of
operations to the extent that they are not hedged by forward exchange contracts.

Foreign Currency Financial Statements—The balance sheet accounts of the consolidated foreign subsidiaries
are trandlated into Japanese yen at the current exchange rate as of the balance sheet date except for
shareholders equity, which istranslated at the historical rate.

Differences arising from such translation were shown as "Foreign currency translation adjustments’ in a
separate component of shareholders' equity.

Revenue and expense accounts of consolidated foreign subsidiaries are tranglated into yen at the current
exchange rate.

Derivatives and Hedging Activities—The Group uses derivative financial instruments to manage their
exposures to fluctuations in foreign exchange and interest rates. Foreign exchange forward contracts, currency
swaps and interest rate swaps are utilized by the Group to reduce foreign currency exchange and interest rate
risks. The Group does not enter into derivatives for trading or speculative purposes.

Derivative financia instruments are classified and accounted for as follows: (a) all derivatives are recognized
as either assets or liabilities and measured at fair value, and gains or losses on derivative transactions are
recognized in the statements of operations and (b) for derivatives used for hedging purposes, if derivatives
qualify for hedge accounting because of high correlation and effectiveness between the hedging instruments
and the hedged items, gains or losses on derivatives are deferred until maturity of the hedged transactions.

Foreign currency forward contracts are utilized to hedge foreign currency exposuresin export salesand in
purchase of goods from overseas suppliers. Trade receivables and trade payables denominated in foreign
currencies are tranglated at the contracted ratesif the forward contracts qualify for hedge accounting.

Forward contracts utilized for forecasted (or committed) transactions are also measured at the fair value, but
the unrealized gains/losses are deferred until the underlying transactions are compl eted.

Currency swaps are utilized to hedge foreign currency exposures of long-term loans receivable. These swaps
are measured at fair value and the unrealized gaing/losses are recognized in the consolidated statements of
operations.

Interest rate swaps are utilized to hedge interest rate exposures of long-term debt. Swaps which qualify for
hedge accounting are measured at market value at the balance sheet date, and the unrealized gains or losses are
deferred until maturity as other liability or asset. Additionally, swaps which qualify for hedge accounting and
meet specific matching criteria are not remeasured at market value but the differential paid or received under
the swap agreements are recognized and included in interest expense or income.



k. Leases—All leases are accounted for as operating leases. Under Japanese accounting standards for leases,
finance leases that deem to transfer ownership of the leased property to the lessee are to be capitalized, while
other finance leases are permitted to be accounted for as operating lease transactions if certain "as if
capitalized" information is disclosed in the notes to the lessee's financial statements.

I.  Appropriations of Retained Earnings—Appropriations of retained earnings at each year end are reflected in
the financial statements for the following year upon shareholders approval.

m. Per Share Information—Basic net income (loss) per share is computed by dividing net income (10ss)
available to common shareholders by the weighted-average number of common shares outstanding for the
period, retroactively adjusted for stock splits.

Diluted net income per share is not disclosed because it is anti-dilutive.

Cash dividends per share presented in the accompanying consolidated statements of operations are dividends
applicable to the respective years including dividends to be paid after the end of the year.

3. INVESTMENT SECURITIES

Investment securities as of November 30, 2004 and 2003, consisted of the following:

Thousands of
Thousands of Yen U.S. Dollars
2004 2003 2004
Non-current:
Marketable equity securities ¥ 310,792 ¥ 187,215 $ 3,012
Government bonds 10,543 10,559 102
Other investment securities 712,976 188,576 6,910
Total ¥ 1,034,311 ¥ 386,350 $ 10,024
The carrying amounts and aggregate fair values of investment securities at November 30, 2004 and 2003, were as
follows:
Thousands of Yen
Unrealized Unrealized Fair
November 30, 2004 Cost Gains Losses Vaue
Securities classified as available-for-sale:
Equity securities ¥ 359,084 ¥ 8928 ¥ (57,220) ¥ 310,792
Debt securities 10,000 543 10,543
November 30, 2003
Securities classified as available-for-sale:
Equity securities 227,653 17,627 (58,065) 187,215
Debt securities 10,000 559 10,559

-10-



Thousands of U.S. Dollars

Unrealized Unrealized Fair
November 30, 2004 Cost Gains L osses Vaue
Securities classified as available-for-sale;
Equity securities $ 3,480 $87 $ (555) $ 3,012
Debt securities 97 5 102

Available-for-sale securities whose fair value is not readily determinable as of November 30, 2004 and 2003, were
asfollows:

Carrying Amount

Thousands of
Thousands of Yen U.S. Dollars
2004 2003 2004
Available-for-sale—Equity securities ¥ 712,976 ¥ 188,576 $ 6,910

Proceeds from sales of available-for-sale securities for the years ended November 30, 2004 and 2003, were
¥43,488 thousand ($421 thousand) and ¥70,719 thousand, respectively. Grossrealized gains on these sales,
computed on the moving average cost basis, were ¥24,960 thousand ($242 thousand) and ¥18,726 thousand for the
years ended November 30, 2004 and 2003, respectively.

The carrying values of debt securities by contractual maturities for securities classified as available-for-sale at
November 30, 2004, are asfollows:

Thousands of
Thousands of Yen U.S. Dollars
Availablefor Sde Availablefor Sde

Due after five years through ten years ¥ 10,543 $ 102
INVENTORIES

Inventories at November 30, 2004 and 2003, consisted of the following:

Thousands of
Thousands of Yen U.S. Dollars
2004 2003 2004

Merchandise ¥ 899,830 ¥ 752,192 $ 8721
Finished products 226,162 53,249 2,192
Work in process 7,078 3,515 68
Raw materials and supplies 142,679 168,341 1,383
Total ¥ 1,275,749 ¥ 977,297 $ 12,364

-11-



5.

SHORT-TERM BANK LOANSAND LONG-TERM DEBT

Short-term bank loans at November 30, 2004 and 2003, consisted of notes to banks and bank overdrafts. The
annual interest rates applicable to the short-term bank loans ranged from 0.560% to 2.785% and from 0.480% to
1.375% at November 30, 2004 and 2003, respectively.

Long-term debt at November 30, 2004 and 2003, consisted of the following:

Thousands of
Thousands of Yen U.S. Dallars
2004 2003 2004
Unsecured 0.37% yen straight bonds, due 2005 ¥ 100,000 ¥ 100,000 $ 969
Loans from banks and other financial
ingtitutions, due serially to 2011 with
interest rates ranging from 1.30% to 4.33%
(1.30% to 4.33% in 2003):
Collateralized 3,133,200 2,310,000 30,367
Unsecured 4,058,543 2,515,555 39,335
Total 7,291,743 4,925,555 70,671
Less current portion (1,781,050) (1,099,367) (17,262)
Long-term debt, less current portion ¥ 5,510,693 ¥ 3,826,188 $ 53,409
Annual maturities of long-term debt at November 30, 2004, were as follows:
Year Ending Thousands of
November 30 Thousands of Yen U.S. Dallars
2005 ¥ 1,781,050 $ 17,262
2006 1,562,635 15,145
2007 1,891,532 18,332
2008 1,104,526 10,705
2009 514,000 4,982
2010 and thereafter 438,000 4,245
Total ¥ 7,291,743 $ 70,671

The carrying amounts of assets pledged as collateral for short-term bank 1oans of ¥900,000 thousand
($8,723 thousand) and the above collateralized long-term debt at November 30, 2004, were as follows:

Thousands of
Thousands of Yen U.S. Dallars
Property, plant and equipment—net of
accumulated depreciation ¥ 5,860,015 $ 56,794
Investment securities 40,171 389
Tota ¥ 5,900,186 $ 57,183

-12 -



SHAREHOLDERS EQUITY

Japanese companies are subject to the Japanese Commercial Code (the "Code") to which various amendments have
become effective since October 1, 2001.

The Code was revised whereby common stock par value was eliminated resulting in all shares being recorded with
no par value and at least 50% of the issue price of new sharesis required to be recorded as common stock and the
remaining net proceeds as additional paid-in capital, which isincluded in capital surplus. The Code permits
Japanese companies, upon approval of the Board of Directors, to issue shares to existing sharehol ders without
consideration as a stock split. Such issuance of shares generally does not give rise to changes within the
shareholders accounts.

Therevised Code also provides that an amount at least equal to 10% of the aggregate amount of cash dividends and
certain other appropriations of retained earnings associated with cash outlays applicable to each period shall be
appropriated as alegal reserve (a component of retained earnings) until such reserve and additional paid-in capital
equals 25% of the amount of common stock. The amount of total additional paid-in capital and legal reserve that
exceeds 25% of the amount of common stock may be available for dividends by resolution of the shareholders. In
addition, the Code permits the transfer of a portion of additional paid-in capital and legal reserve to the common
stock by resolution of the Board of Directors.

The revised Code eliminated restrictions on the repurchase and use of treasury stock allowing Japanese companies
to repurchase treasury stock by aresolution of the shareholders at the general shareholders meeting and dispose of
such treasury stock by resolution of the Board of Directors. The repurchased amount of treasury stock cannot
exceed the amount available for future dividends plus the amount of common stock, additional paid-in capital or
legal reserve to be reduced in the case where such reduction was resolved at the general shareholders meeting.

The amount of retained earnings available for dividends under the Code was ¥532,548 thousand ($5,161 thousand)
as of November 30, 2004, based on the amount recorded in the parent company's general books of account. In
addition to the provision that requires an appropriation for alegal reserve in connection with the cash payment, the
Code imposes certain limitations on the amount of retained earnings available for dividends.

Dividends are approved by the shareholders at a meeting held subsequent to the fiscal year to which the dividends
are applicable. Semiannual interim dividends may aso be paid upon resolution of the Board of Directors, subject to
certain limitations imposed by the Code.

INCOME TAXES

The Company and its domestic subsidiaries are subject to Japanese national and local income taxes which, in the

aggregate, resulted in anormal effective statutory tax rate of approximately 42.1% for the years ended November
30, 2004 and 2003.

-13-



The tax effects of significant temporary differences and loss carryforwards which resulted in deferred tax assets and
liabilities at November 30, 2004 and 2003, are as follows:

Thousands of
Thousands of Yen U.S. Dollars
2004 2003 2004
Current:
Deferred tax assets:
Accrued enterprise tax ¥ 39,379 ¥ 189 $ 381
Inventories 12,583 43,672 122
Accrued expenses 21,844 20,062 212
Allowance for doubtful receivables 24,635 13,193 239
Other 64,847 34,543 629
Less valuation allowance (21,023) (204)
Total 142,265 111,659 1,379
Deferred tax liabilities:
Enterprise tax receivable 9,682
Dividends receivable 327 327 3
Total 327 10,009 3
Net deferred tax assets—current ¥ 141,938 ¥ 101,650 $ 1,376
Non-current—Deferred tax assets:
Unrealized gain on associated companies
meachinery ¥ 93,378 ¥ 43539 $ 905
Subsidiaries' stock 64,681 627
Tax loss carryforwards 552,900 245,545 5,359
Net unrealized loss on available-for-sale
securities 20,483 15,466 198
Other investments assets 79,692 103,426 772
Other 45,922 29,308 445
L ess valuation allowance (336,899) (45,173) (3,265)
Deferred tax assets—non-current ¥ 520,157 ¥ 392,111 $ 5,041
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A reconciliation between the normal effective statutory tax rate for the years ended November 30, 2004 and 2003,
and the actual effective tax rate reflected in the accompanying consolidated statements of operationsis as follows:

2004 2003

Normal effective statutory tax rate 42.1% (42.1) %
Expenses not deductible for income tax purposes 304 2.6
Per capitalevy of local taxes 14.8 1.0
Effect of tax rate reduction 14
Lower income tax rates applicable to income in certain

foreign countries 974 3.2
Valuation allowance 392.3 31
Tax benefits not recognized on unrealized gain (l0ss) (60.1) 145
Equity in earnings of associated companies (26.3) (0.6)
Other—net 0.8 (1.2
Actua effective tax rate 491.4% (18.1) %

On March 31, 2003, atax reform law concerning enterprise tax was enacted in Japan which changed the normal
effective statutory tax rate from approximately 42.1% to 40.7%, effective for years beginning on or after April 1,
2004. The effect of this change was to decrease deferred tax assets—non-current by ¥11,650 thousand, increase
income taxes—deferred by ¥11,134 thousand and increase unrealized |0ss on available-for-sale securities by
¥517 thousand in the consolidated financial statements for the year ended November 30, 2003.

The Group intends to file atax return under the consolidated corporate-tax system in the fiscal year ending
November 30, 2005. Accounting treatments for deferred tax assets and liabilities are subject to the newly applied
consolidated corporate-tax system.

LOSSON BUSINESS RESTRUCTURING

Loss on business restructuring for the year ended November 30, 2003, consists of loss on disposal of merchandise
¥277,512 thousand and loss from reval uation of merchandise ¥88,005 thousand due to withdrawal from loss
making business.

LEASES

The Group leases certain machinery, computer equipment, office space and other assets.

Total rental expenses for the years ended November 30, 2004 and 2003, were ¥179,465 thousand ($1,739 thousand)

and ¥191,971 thousand, respectively, including ¥99,716 thousand ($966 thousand) and ¥124,802 thousand of lease
payments under finance leases.
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Pro formainformation of leased property such as acquisition cost, accumulated depreciation, obligation under
finance leases, depreciation expense, interest expense of finance leases that do not transfer ownership of the leased
property to the lessee on an "as if capitalized" basisfor the years ended November 30, 2004 and 2003, was as
follows:

For the Year Ended November 30, 2004

Thousands of Yen Thousands of U.S. Dollars
Machinery Machinery
and Other and Other
Equipment Assets Total Equipment  Assets Total
Acquisition cost ¥ 530,572 ¥ 45,298 ¥ 575,870 $ 5,142 $ 439 $ 5,581
Accumulated
depreciation 365,639 24,707 390,346 3,544 239 3,783
Net leased property ¥ 164,933 ¥ 20,591 ¥ 185,524 $ 1,598 $ 200 $ 1,798
Obligations under finance leases:
Thousands of
Thousands of Yen U.S. Dollars
Due within one year ¥ 76,098 $ 737
Due after one year 124,430 1,206
Total ¥ 200,528 $ 1,943

Depreciation expense and interest expense under finance leases:

Thousands of
Thousands of Yen U.S. Dallars
Depreciation expense ¥ 91,760 $ 889
Interest expense 10,055 98
Total ¥ 101,815 $ 987
For the Year Ended November 30, 2003
Thousands of Yen
Machinery
and Other
Equipment Assets Totd
Acquisition cost ¥ 547,801 ¥ 36,684 ¥ 584,485
Accumulated depreciation 313,577 17,923 331,500
Net leased property ¥ 234,224 ¥ 18,761 ¥ 252,985
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10.

Obligations under finance leases.

Thousands of Yen

Due within one year ¥ 94,182
Due after one year 180,579
Total ¥ 274,761

Depreciation expense and interest expense under finance leases:

Thousands of Yen

Depreciation expense ¥ 114,695
Interest expense 11,227
Tota ¥ 125,922

Depreciation expense and interest expense, which are not reflected in the accompanying consolidated statements
of operations, are computed by the straight-line method and the interest method, respectively.

DERIVATIVES

The Company enters into derivative financial instruments ("derivatives'), including foreign exchange forward
contracts and currency swaps to hedge foreign exchange risk associated with certain assets and liabilities
denominated in foreign currencies. The Company also entersinto interest rate swap contracts to manage its interest
rate exposures on certain liabilities.

Derivatives are subject to market risk and credit risk. Market risk is the exposure created by potential fluctuations
in market conditions, including foreign exchange rates or interest rates. Credit risk is the possibility that aloss may
result from a counterparty's failure to perform according to the terms and conditions of the contract.

All derivative transactions are entered into to hedge foreign currency exposures and interest incorporated within its
business. Accordingly, market risk in these derivativesis basically offset by opposite movementsin the value of
hedged assets or liahilities. The Company does not hold or issue derivatives for trading purposes.

Because the counterparties to these derivatives are limited to major international financial institutions, the Company
does not anticipate any losses arising from credit risk.

Derivative transactions entered into by the Company have been made in accordance with internal policies which

regulate the authorization. Interest rate swap contracts are also approved by the Board of Directors. The execution
and control of derivatives are controlled by the Accounting Division.
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The Company had the following derivatives contracts outstanding at November 30, 2004 and 2003:

Forward exchange contracts:
Buying foreign currency:
U.S. dollar
Euro
Other currencies

Totd

Selling foreign currency:
U.S. dollar
Euro
Other currencies

Totd
Currency swaps—Yen receipt, U.S. dollar payment

Interest rate swaps (fixed rate payment, floating rate receipt)

Forward exchange contracts:
Buying foreign currency:
U.S. dollar
Euro
Other currencies

Totd

Selling foreign currency:
U.S. dollar
Euro

Tota
Currency swaps—Yen receipt, U.S. dollar payment

Interest rate swaps (fixed rate payment, floating rate receipt)

Thousands of Yen

2004 2003
Contract Contract
or Notional Unrealized or Notional Unrealized
Amount Fair Value Gain (Loss) Amount Fair Value Gain (Loss)
¥ 1,997,054 ¥ 1,849,668 ¥ (147,386) ¥ 5,779,491 ¥ 5,385,543 ¥ (393,948)
792,279 820,493 28,214 1,392,887 1,409,889 17,002
68,193 68,193 12,789 13,152 363
¥ 2,857,526 ¥ 2,738,354 ¥ (119,172) ¥ 7,185,167 ¥ 6,808,584 ¥ (376,583)
¥ 818,019 ¥ 772,713 ¥ 45,306 ¥ 68,943 ¥ 69,081 ¥ (138)
381,180 383,515 (2,335) 5,299 5,096 203
17 18 (1)
¥ 1,199,199 ¥ 1,156,228 ¥ 42971 ¥ 74,259 ¥ 74,195 ¥ 64
¥ 1,107,288 ¥ 117,020 ¥ 117,020 ¥ 1,790,410 ¥ 5,747 ¥ 5,747
¥ 5,469,000 ¥ (124,358) ¥ (124,358) ¥ 3,748,000 ¥  (79,169) ¥ (79,169)
Thousands of U.S. Dollars
2004
Contract
or Notional Unrealized
Amount Fair Value Gain (Loss)
$ 19,355 $ 17,927 $ (1,428)
7,679 7,952 273
661 661
$ 27,695 $ 26,540 $ (1,155)
$ 7,928 $ 7,489 $ 439
3,694 3,717 (23)
$ 11,622 $ 11,206 $ 416
$ 10,732 $ 1,134 $ 1,134
$ 53,004 $ (1,205) $ (1,205)
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12.

Forward exchange contracted amounts which are assigned to associated assets or liahilities and are reflected on the balance sheet at year end, are not subject to the disclosure of market value
information.

The contract or notional amounts of derivatives which are shown in the above table do not represent the amounts exchanged by the parties and do not measure the Group's exposure to credit or
market risk.

CONTINGENT LIABILITIES

At November 30, 2004, the Group had the following contingent liabilities:

Thousands of
Thousands of Yen U.S. Dallars
Guarantees of bank loans of associated companies ¥ 539,500 $ 5,229

SEGMENT INFORMATION

Information about industry segments, geographical segments and salesto foreign customers of the Company and consolidated subsidiaries for the years ended November 30, 2004 and 2003, is
asfollows:

(1) Industry Segments

Industry segment information for the year ended November 30, 2003 is not shown because sales, operating income and identifiable assets from the primary business of the Group, which
isthe trading of specialized industrial machinery and sales of related goods and services, were more than 90% of the consolidated sales, operating income and assets.

Industry segment information for the year ended November 30, 2004 is not shown because the Group operated principaly in the trading of specialized industrial machinery and sales of
related goods and services.

(2) Geographical Segments

The geographical segment information for the year ended November 30, 2003 is not shown because domestic sales and total assets of the Company and domestic subsidiaries were more
than 90% of the consolidated sales and assets.

The geographical segments of the Company and its subsidiaries for the year ended November 30, 2004 are as follows:

Thousands of Yen

2004

Eliminations/
_Japan Asia _Others Corporate Consolidated
Salesto customers ¥ 29,386,651 ¥ 435,092 ¥ 416,201 ¥ 30,237,944

Interarea transfer 1,195,128 78,220 ¥ (1,273,348)
Total sales 30,581,779 513,312 416,201 (1,273,348) 30,237,944
Operating expenses 29,672,608 826,382 441,679 (1,068,399) 29,872,270
Operating income (10ss) ¥ 909,171 ¥ (313,070) ¥ (25478) ¥ (204,949) ¥ 365674
Total assets ¥ 15,405,140 ¥ 5,658,803 ¥ 188,562 ¥ 5,326,209 ¥ 26,578,714
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13.

14.

Thousands of U.S. Dollars

2004
Eliminations/
Japan Asia Others Corporate Consolidated
Salesto customers $ 284,809 $ 4,217 $ 4,034 $ 293,060
Interareatransfer 11,583 758 $ (12,341)

Total sales 296,392 4,975 4,034 (12,341) 293,060
Operating expenses 287,581 8,009 4,281 (10,355) 289,516
Operating income

(loss) $ 88l $ (3,034) $ (247) $ (1,986) $ 3544
Total assets $ 149,304 $ 54,844 $ 1,828 $ 51,620 $ 257,596

(3) Salesto Foreign Customers

Sales to foreign customers for the years ended November 30, 2004 and 2003 amounted to ¥3,961,117 thousand
($38,390 thousand) and ¥2,464,509 thousand, respectively.

RELATED PARTY TRANSACTIONS

Transactions of the Group with unconsolidated subsidiary and associated companies for the years ended November
30, 2004 and 2003, were as follows:

Thousands of
Thousands of Yen U.S. Dollars
2004 2003 2004
Sales ¥ 4,001,407 ¥ 5,874,175 $ 38,781
Purchases of inventories 105,073 164,733 1,018

SUBSEQUENT EVENTS

a The following appropriations of retained earnings at November 30, 2004, were approved at the Company's
sharehol ders meeting held on February 25, 2005:

Thousands of
Thousands of Yen U.S. Dollars
Year-end cash dividends, ¥12 ($0.12) per share ¥ 120,292 $ 1,166
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b.(1) The Company signed the syndicated loan agreement in which the arranger is The Bank of Tokyo-Mitsubishi,

Ltd.

@
(b)
(©
(d)
(e)
®)
)

(h)

Details are shown below:

Agreement Date:
Maximum Amount:
Interest:

Drawdown Date:

Repayment:

Final Repayment Date:

Lender:

Purpose:

December 15, 2004

¥2,100,000 thousand

TIBOR + 1.5%

The proposed date from the agreement date till May 31, 2005
Repayment equally every half year from November 30, 2005

November 30, 2011

The Bank of Tokyo-Mitsubishi, Ltd., Mizuho Bank, Ltd., UFJ Bank
Limited, Bank of China, Sumitomo Mitsui Banking Corporation, Resona
Bank, Ltd., The Sumitomo Trust & Banking Co., Ltd., The Norinchukin
Bank, The Gunma Bank, Ltd. and The Mitsubishi Trust and Banking

Corporation

Increasing the capital of Altech New Materials (Suzhou) Co., Ltd. and
Altech New Materials (Guangzhou) Co., Ltd.

(2) Altech New Materials (Guangzhou) Co., Ltd. signed the syndicated |oan agreement in which the arranger is
The Bank of Tokyo-Mitsubishi, Ltd. Details are shown below:

@
(b)
©

(d)
(€

Q)
(9)

(h)

Agreement Date:
Maximum Amount:

Interest:

Drawdown Date:

Repayment:

Final Repayment Date:

Lender:

Purpose:

December 28, 2004
RMB 124,400 thousand

The rate determined based on the rate for an RMB advance of more than
five years published by the People's Bank of China

The proposed date within one year of the agreement date

Repayment RMB 10,360 thousand every half year from June 20, 2006
(Final repayment amount is RMB 10,440 thousand)

December 20, 2011

The Bank of Tokyo-Mitsubishi, Ltd., UFJ Bank Limited, Mizuho Corporate
Bank, Ltd. and Sumitomo Mitsui Banking Corporation

The general capital expenditure of Altech New Materials (Guangzhou) Co.,
Ltd.

* k k k k%
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