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Years ended 31st March, 2002 and 2001 Millions of yen ‘Thousands of U.S. dollars

2002 2001 2002

Sales Nefl] lossCincome Nefl lossCincome per share
100 10 150
5 100
80
50
0
60 983 993 .
5 983 99.3
40 -50
-10
-10
20
o -150
-20 B
0 983 993 003 013 023 200
(Billions of yen) (Billions of yen) (Yen)

The accompanying U.S. dollar amounts have been translated from yen, solely for convenience, as a matter of arithmetic computation only,
at the rate of ¥133.20=U.S.$ 1.00, the exchange rate prevailing on 31st March, 2002.
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A Message from The President

Masahiko Mori

President & Representative Director




Dear Shareholders,

We are pleased to report the outlook of business op-
erations and various worksheets of our group on a
consolidated basis, for the current term (from 1st Ap-
ril, 2001 through 31st March, 2002). The related
documents are included.

Severe conditions that defy reliable forecasts for fu-
ture business circumstances surrounding the machine
tool industry in local and international markets exist
at present and are likely to persist for some time be-
cause of the long-lasting sluggish economy in Japan,
the recent recession in the U.S. economy, and vari-
ous other factors.

Given this environment, we, meaning our entire
group, significantly reorganized our existing organiza-
tion and introduced a business unit (BU) system as
of 1st October, 2001 to achieve the optimum efficient
redistribution of management resources, a maximiza-
tion of profit, and a more effective selection and con-
centration of operations. Under this new BU system,
our entire group has been reorganized and integra-
ted, resulting in the establishment of three headquar-
ters: development/manufacturing, sales, and adminis-
tration. By clearly defining the responsibilities and
authority of each BU under each respective headquar-
ters, the control over the revenues and budget of
each BU will be intensified, asset efficiency will be
improved, and the speed of our operations will be
accelerated, thereby enhancing the overall efficiency
and optimization of our group’s operations.

In order to produce a composition that can achieve
sales of 73,500 million yen with a profit on a consoli-
dated basis, we plan to implement our “2-2-2 Pro-
ject,” under which the terms for raw material inven-
tories, production periods, product inventories, and
production schedules are to be reduced from 6
months to 2 months. Simultaneously, we intend to
launch a cell production system. In addition, our
“1/2 Project,” designed to achieve a cost of materials-
to-sales ratio of 50% by reducing the cost of materi-
als has caused us to change our electrical cabinet
and sheet metal parts production from external to in-
house production.

Since last September, we have established in succes-
sion Mori Seiki Techno Co., Ltd. (specializing in the
overhauling and retrofitting of used machine tools),
Mori Seiki Precision Co., Ltd. (to handle the design-
ing and manufacturing of peripheral equipment for
machine tools), and certain other companies which
are wholly owned by us in order to appropriately re-
spond to the diversified needs of our customers.
These specialty companies will contribute to the stra-
tegic development of businesses related to the periph-
eral equipment of machine tools.

We are also scheduled to review the local characteris-
tics and basic functions of our technical centers loca-
ted at 31 locations throughout the country in order
to strengthen our domestic sales and service systems
and to reduce the number of locations to approxi-
mately 25 in the future. Any items which could be-
come idle assets as a result of the integration or clo-
sure of the technical centers will be sold in order to
appropriate sufficient revenues to improve our cash
flows.

Regarding the dividend appropriation for the current
term, we have resolved to pay a cash dividend of ¥5
per share starting from 28th June, 2002, after consider-
ation of our operational performance and the current
Japanese economy.

We have also changed the number of shares in a
unit of our common stock from 1,000 to 100 effective
1st April, 2002 in order to revitalize our share floata-
tion and to broaden the range of shareholders who
invest in our stock.

We would appreciate it very much if you, the share-
holders, would extend your further support and en-
couragement to us in the coming year.

July, 2002

e St

Masahiko Mori
President & Representative Director
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Outlook of Business

Managing policy

We have been conducting operations consistently un-
der the following management policy: “Supply users
with strong and trouble-free machines with the high-
est level of accuracy and best service.” This is based
on the three principles for meeting customer needs:
quality, price, and delivery. We have taken as a
guiding principle, at the same time, behavior to
quickly adapt ourselves to rapidly changing manage-
ment conditions in order to secure the trust of all
stakeholders, including shareholders, customers, em-

ployees, and others.

As a mid- to long-term management strategy, our
aim in the area of production is to thoroughly prac-
tice quality control and enhance productivity by pro-
viding the optimum production environment. Last
May we acquired a 40% share and became partici-
pants in the management of Taiyo Koki Co., Ltd.
(Nagaoka City, Niigata, Japan), a manufacturer of
grinding machines, to strengthen our foundation as
an overall manufacturer of machine tools. Last April
we also started a project to return control panel as-
sembly within Mori Seiki, and this project is now on
the right track and contributing significantly to reduc-
ing the cost of products. We also built a line dedica-
ted to sheet metal production in the space left after

removing the rack warehouse at the lga No. 1 Plant.

In the field of research and development, projects to
redesign many component parts are now being pro-
moted in all development departments. Redesign

will allow us to use these parts for more than one
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purpose in order to reduce the number of parts and
to reduce the lead time and cost. To take the exam-
ple of the NV5000 vertical machining center, which
was put onto the market in March, we reviewed the
machine design concept completely from the very be-
ginning of development in order to simultaneously
achieve the two conflicting conditions of high-level
functions and low price. We are pleased that this
model has been highly appreciated by many custom-

ers both in the local and overseas markets.

In the field of sales, last June for the first time in
the industry we jointly started the “lease with mainte-
nance service” under a business tie-up contract with
SMBC Leasing Co., Ltd. to cultivate demand in the lo-
cal machine tool market, which has been heavily hit
by the sluggish economy. Looking outside the coun-
try, our Shanghai Technical Center started full-scale
sales and service activities from last June. Consid-
ered together with the existing Hong Kong Technical
Center, this means that we have completed provision-
ing the infrastructure necessary to step into the Chi-
nese market. This February, we established a 100%
owned local corporation, Mori Seiki Korea Co., Ltd.,
which is now operating as the strongpoint of sales
and services in South Korea. Turning to Europe, a
new service strongpoint was founded in Sweden to
reinforce the service system by providing speedy ser-
vice to customers in northern European countries. A
site for a technical center was acquired this February
close to Charles de Gaulle Airport, which sits at the
geographical center of Europe. The new technical

center to be constructed here is designed to become



the center of our European operations.

As seen from the above, our group is determined to
continue investments positively in order to expand
business opportunities and maximize the profits of
the entire group in both domestic and overseas mar-
kets throughout all business activities including devel-

opment, production, sales and service in the future.

Concerning profit distribution, our basic policy is to
provide stable dividends. We plan to produce divi-
dends corresponding to the net profit, resource for
internal retention and cash flow while strengthening
the financial condition at the same time, so as to

meet the expectations of our shareholders.

Managerial performance

In the machine tool industry in the current term, the
level of incoming orders shifted relatively steadily in
Europe, while both sales and profits failed to main-
tain their levels in the previous year in the U.S. and
Asia due to the influence of the recession. In Japan,
we have been confronted by very tough conditions
in terms of orders received, which made a complete
change from the previous term. It was due to the
influence of reduced investments by our customers
who were not confident about the prospects for the
economy. We, as a whole group, have consequently

been obliged to record reduced sales and profits.

Under these circumstances, the whole group has pro-
moted carefully thought out sales activities and posi-

tively tackled the development of new products that

can meet the customers’ needs, and attempted to re-

duce production costs.

As a result, we have recorded - on the consolidated
basis - sales of 69,656 million yen (19.8% decrease
from the previous term), an operating loss of 3,200
million yen, a loss before income taxes and minority
interests of 15,996 million yen and a net loss of

16,607 million yen.

It should be noted that we have integrated or discon-
tinued production of some models in the current
term to enhance the production efficiency as a part
of our efforts toward managerial improvements, and
recorded 5,574 million yen as a component of other
expenses as a result of disposition and devaluation
of inventories for these models. Moreover, we have
applied the spoilage rule to all brands for which the
current value has dropped 30% or more from the
book value, and recorded the resulting loss on deval-
uation of investments in securities, amounting to

7,205 million yen, as an other expenses.

Financial condition

Cash and cash equivalents at the end of current fis-
cal year amounted to 13,512 million yen on a con-
solidated basis (compared with 8,444 million yen at

the end of previous term).

Net cash provided by operating activities amounted to
13,836 million yen, which reflects increased revenue,
and other factors, due to the reduced amount of in-

ventories at 15,293 million yen and reduced amount

ANNUAL REPORT 2002
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of sales credit at 7,630 million yen, reduced pur-

chase debt at 4,423 million yen, etc.

On the other hand, net cash used in investing activi-
ties, amounted to 3,549 million yen, reflecting pay-
ments of 2,137 million yen for acquisition of tangible
fixed assets, payments of 927 million yen for acquisi-

tion of investments in securities, and other payments.

Net cash used in financing activities amounted to
5,284 million yen, reflecting payments of 4,320 mil-
lion yen for acquisition of treasury stock and other

payments.

In order to correct discrepancies between the book
and market value of land for operation owned by us
in Japan, and for appropriate evaluation of assets,
we have revalued the land for operational usage in
accordance with laws on land revaluation, and recor-
ded a loss of 13,617 million yen as a component of

shareholders’ equity, “Reserve for land revaluation.”

Issues and scope in the coming term

We expect to continue receiving steady orders in Eu-
rope, but it looks as though a precarious condition
will persist in the U.S. because we cannot expect a
recovery of incoming orders from industries such as
the automobile, semi-conductor and IT-related indus-
tries although there is some hint of recovery in the
economy that has been hanging low after the simul-
taneous multiple terrorist attacks last September. In
Japan and Asia, it is too early to expect any solid re-

covery in investments by major customers in the au-
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tomobile, electrical equipment, semi-conductor, IT-re-
lated, and other industries. In order to build a
corporate composition capable of securing stable
profits for the mid- to long-term in the current situa-
tion in which we cannot expect a steady growth of
the economy, we are determined to work positively
on cost reductions for our products by establishing
measures to improve the cost structure such as 1. de-
veloping new models that can realize a material cost
to sales ratio not exceeding 50%, 2. reducing inven-
tories of products, raw materials, etc., 3. reducing
lead time for production and 4. increasing the ratio

of in-house production of major component parts.

Based on the scope of the economy and provisions
stated above, we project the following results for our
operational performance in the next term: sales of
73,500 million yen, operating income of 2,600 mil-

lion yen and net income of 1,000 million yen.
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Digital Manufacturing

Mori Seiki is concentrating its efforts on the development of a highly efficient production
environment and is pursuing an integrated production methodology. We have developed
the NV5000, a new vertical machining center aimed at the highest level of quality,
performance, and productivity in the global marketplace. The NV5000

supports not only our original "M APPS" NC operation panel, but also

other variable software products.

Development success

story

ANNUAL REPORT 2002

A new standard for a new age N V 5 O O O

WE developed the NV5000 to bring
higher productivity and greater profitabili-
ty to our users. Compared to its prede-
cessor (SV-503), the performance ratio
has increased by 30 percent. We im-
proved its cost performance with the use
of common parts and the in-house pro-
duction of its control panels and sheet
metal casing. Designed with 3-D CAD
and repeated Finite Element Method
(FEM) analysis have assured the rigidity
of the product during its design stage.
The base can fully demonstrate basic
performance capacity. The NV5000,
which is the culmination of Mori Seiki's
new technology and know-how, has
been well received by customers since
its release in March 2002.

The high productivity we achieved with the NV5000 improves its profitability
compared to other models. We expect great things from this investment.

We are planning to introduce this methodology into the development of horizontal

24-hours and improved the development efficiency. Due to this development style,

we managed to complete this project with a speed of one third of the normal time.

machining centers or lathes.

The development of the NV5000 was an efficient and successful collaboration between Mori Seiki in Japan
and the Digital Technology Laboratory (DTL) division in the U.S.A. It was designed using 3-D CAD/CAM
at the Iga plant. The engineers at DTL performed structural analysis using the Finite

Element Method (FEM). This collaboration resulted in a highly rigid machine.

The time difference between Japan and the U.S.A. made it possible to work

N
\ﬁ:'-"



Multi-Axis Turning Center

Achieve intensive processing from materials to completion

MAPPS is the integrated operation panel
developed by Mori Seiki. It standardizes
operation among the many different ma-
chine models in our product line. The need
for ease of operation and high reliability
has brought a dialog-based user-friendly
interface to production floors.

CAPS-NET

CAPS-NET is the network software for collecting, storing, and manag-
ing information from multiple machines while providing machines and
operators with production management information.

CSS-Net

~ CSS-Net is a system to search machine
tool parts on the Internet. It stores vari-
ous information, such as the number

m B -1.'-'.: ~ and types of the parts, stock data, arti-
w cle numbers, and shipping status.

. |

In recent years, production sites have
needed intensive processing to meet
the shorter life cycle, smaller job lots,
and the faster delivery of their goods. A
multi-axis turning center is an attraction
to this viewpoint. We have designed the
MT series from the basic structure and
put the newest elements of our technol-
ogy into the machine. The MT series
are next generation multi-axis turning
centers that have integrated lathe and
machining center functions. Because a
turning operation can be immediately
followed by a real milling operation with
one chucking, a changeover setup is
not required, resulting in major improve-
ments in intensive processing. We have
obtained the trust of MT series users by
providing them with significant benefits
such as improved processing accuracy
and reduced lead time.

“Qoftware

information technology offers rapid productivity boost

Mori Seiki is developing soft-
ware in five categories; network sys-
tems, operating systems, machining sup-
port, production support, and service
support. By interconnecting all these
categories, we offer valuable solutions
to our users. The CAPS series meets
the variety of needs of production sites.
The lineup is variable, such as cell sys-
tem control software, network software
for the production management, and
CAM software. These enable shorter
delivery time and higher quality with
less effort. We also have developed an
operating system which supports ma-
chine networking and intelligence. Intro-
ducing Information Technology into the
production site makes a great leap in
productivity possible.
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High Precision

ntegratecg*
Research Technology

Mori Seiki has established five laboratories to verify our technology
from a neutral point of view while making practical research and
development. By integrating the results of each study and
development, Mori Seiki is always pioneering new technologies
under its mission as an advanced manufacturer. T

D TL (Digital Technology Laboratory)

Machining R&D

The High Precision Machini
simulates a user environmer# t
us to improve our product quality ro et
the point of view of the customer. By

processing automobile parts using the
same system specification that we ac-
tually delivered, we evaluate machine
performance considering the highest
priority productivity, analyze errors, and
verify reasons for and solutions of the
problems. While accumulating mass pro-
duction know-how for parts machining,
we are making efforts studying high ef-
ficiency production and system installa-
tion, mass production tests for our ma-
chine tools, environment management,
and cost reduction.

11 ANNUAL REPORT 2002

DTL was established to make produc-
tion sites and machine tools intelligent.
We made the focus of the activity in Sac-
ramento California, US.A. and in Nara
No.2 Plant. They mainly research, devel-
op, and analyze for software, operating
systems, and machine tool elements
technology. Machine networking and
MAPPS, which is our original |nte|grated
operation panel, are also developed here.
DTL plays a vital role to improve Mori
Seiki's Information Technolog
front line of the digital technolo




atories

Die&old%

The Technology R&D is dedicated to
the establishment of the key technolo-
gy and to the development of the new
technology with more flexibility and
higher value. Its research targets are
expanding to the micro-fine processing
field, which is mainly focused on elec-
tronic or medical related parts. The
Technology R&D is conducting collabor-
ative research with university research
organizations and pursuing new technol-
ogy development without being bound
by existing id

The Fixture laboratory uses our knowl-
edge and experience fully to develop
tough, uncompromisingly precise, but
easy-to-use fixtures for our customers.
To make this possible, we design and
produce actual customers' fixtures. The
fixtures handled in this laboratory are
distinguished as for customers, for in-
house equipment, and for in-house
measurement. They are all designed
while operating detailed interference
checking using 3-D CAD software to
achieve the highest quality fixtures.

chining R&D

The pie & Mold Machining R&D de-
signs and produces users' designs to
promote research and development of
variable manufacturing technologies,
machines for die and mold manufacture,
3-D design manufacturing systems, etc.
The results obtained at each stage, or
test manufacturing results, are entered
into the database and given to die and
mold manufacturers and our basic re-
search department. We conduct practi-
cal approaches for both software and
hardware through collaborative research
with domestic and overseas universities
or collaborative development with users.
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-Policy

Treat resources and energy with importance.

The use of resources such as electrical power and paper, and the use of fossil fuel energy such as
heavy oil, will be reduced. Also, the recycling and reduction of waste will be promoted.

Manufacture products that are environmentally friendly.

We promote the product development that consumes less energy, fewer natural resources, and pro-
vides a longer life time. We offer environmentally friendly products by improving our product recycling
rate and reducing product noise.

Increase the awareness of employees of environment preservation.

To increase awareness and to practice environment preservation activities, all employees will be educa-
ted and trained. Also, all related companies are requested to do the same.

Environmental goals will be set and appraised periodically.

Environmental goals and results will be checked periodically and efforts will be made for continued im-
provements in environment management.

Cooperate with environmental policies as a member of society.

Laws on environment and other related matters will be maintained. Also, our own management stan-

dards will set and strive for satisfactory environment preservation activities.

The utmost will be done to make available any information on

environment preservation.

President & Representative Director

We are working together as a whole company to preserve environment.

MORISEIKI, Environmental Management Committee.

13 ANNUAL REPORT 2002



MORI SEIKI Organization Structure

Business unit

Mori Seiki has integrated our entire group into three major departments:
Development & Manufacturing, Sales & Marketing, and Administrative Hg.
We adapted the business unit system to provide clear responsibilities and
rights for each business unit set up under each major department. With

Development & Manufacturing Hqg
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mmmm |02 Plant MachiningO

this system, we achieve more efficient business for the whole group while Nara Plant Machining O
reinforcing the profit, loss, and budget management by each business
unit, improving asset efficiency, and speeding up business processes. o NLO

(— MTC
o e MV O
Auditing
e MHO

mmmm High Productiond

mmm Technologyl

Chairman(
Emeritus The Board of0

Directors
President

Export Control

mmmw High Precision Machining Laboratoryl

Corporate[]
Planning mmmw Fixture Laboratory O

Overseas [

Subsidiaries mmmm Technol

mmmm Precision

Sales & Marketing Hq

Board Of D i reCtO rS . Marketing & Business S

Masahiko Mori President & Representative Director *

Kyoji Umeoka Managing Director *

Takeshi Saito Director

Yoshitsugu Shigeta Director _
Eamm CUropel

Yoshinori Yamaguchi Director

Hiraku Nakata Director

Hiroshi Mizuguchi Director *

Hiroshi Yonetani Director

Yasunori Hamabe Director Administrative Hqg

Yoshimi Ota Director

Hideaki Washimi Director *

Hideo Yoshikawa Director

Yuzo Matsuyama Standing Statutory Auditor *

Takayuki Usui Statutory Auditor

Shigeru Mori Statutory Auditor

Rinpei Mori Statutory Auditor
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Information of Business Unit
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NL BU

The manufacture of MediumU Large CNC lathe

i -—-J

The NL Business Unit designs
and assembles medium-to-large
size NC lathes that have 6-inch to
24-inch chuck. About 40 models
are produced including the SL ser-
ies and ZL series as their primary
products. Its main specialty is the
multi-axis turning center with mil-
ling, Y-axis, and sub spindle. As
our policy, "Offer accurate, tough,
and trouble-free machines with the
best service", we are aiming for the
highest level in Quality / Cost/ De-

-

. ]
B A
::"."r -"*_';'...

P e

SL2500Y

livery. Especially aiming for accura-
cy, each designer has a personal
target set by the numerical value.
They design machines following
the basic design, introducing techni-
cal breakthroughs and the newest
technology. Using IT and network
technology while saving energy, the
NL business unit produces profit-
able machines for our users.

Mitsuji MATSUMOTO

General Manager

MT BU

The manufacture of Multi-Axis Turning Center

T he MT Business Unit mainly de-
velops and assembles the MT ser-
ies and ZT series of multi-axis turn-
ing centers. In the last several
years, the MT business unit has
been focusing on the lineup of the
multi-axis turning centers which
functions both as a lathe and a ma-
chining center. From the 6-inch
class MT1500 to the MT4000
which covers 30-inch class, are all
completely developed. Now 22 ser-
ies in five models are ready to sup-
port a wide range of the market.
The MT business unit continues to
review its current products for ex-
panding the sales. At the same
time, we engage the development

of next generation multi-axis turn-
ing centers, offering outstanding
cost/ performance to make our
customers greatly profitable.

Masamitsu NAKAMINAMI

General Manager

MT15008
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M V B U The manufacture of Vertical Machining Center

NV5000

The role of MV Business Unit is
to design and produce vertical ma-
chining centers and to manufacture
sheet metal. The prime products
are NV5000 and MV-653. The MV
business unit has adapted a "Cell
Production System", which one
worker takes charge of the whole
process. Compared to the former
system (in charge per process),
lead time has been reduced. Now
15 cell production workers are un-
der training. By using NV5000, as-
sembly will be completed in five
business days. We anticipate that
orders we will be increasing, requir-
ing even shorter delivery terms.
The "Cell Production System"

makes it possible to ship in a short
period. The MV business unit also
aims to achieve prototype-less de-
velopment using digital design and
shorten the development period for
the more timely release of our new
products.

Hiroshi MIZUGUCHI

Executive Officer



MH BU

The manufacture of Horizontal Machining Center

e

NH5000

The MH Business Unit conducts
development and production of
horizontal machining centers. We
have just developed the strategic
new horizontal machining center,
NH5000. It will be released in
September. In the NH series, high
speed and high accuracy are ex-
pected. We additionally pursued
the operation rate of the machine
to boost productivity and provide
our customers with greater profit-
ability. We especially focused on
chip removal, which is the most im-
portant issue when considering
the productivity. NH5000 is the ul-
timate machine from many view-
points, such as range of peripheral

equipment and systems, compatibili-
ty with software, and jig support.
We are confident that the NH5000
shows its competitive power in the
global marketplace as the model
standard for the 21 century.

Yoshiaki SUGIMOTO

General Manager

Sales by The Section

High Production BU

The manufacture of Small CNC lathe,and

Small Machining Center

The HP (High Production) Busi-
ness Unit designs and produces
the NC lathe and machining center,
which targets palm-size work piece
processing. The primary products
are the CL2000 series, RL-203,
ACCUMILL4000, TV-300 and
400, the FM series, and ULTIMILL
series. In the design stage, we re-
peatedly conduct analysis with 3-D
CAD and Critical Design Review
in planning to make the best Qual-
ity / Cost/ Delivery prototype. We
also strive to establish an environ-
mentally friendly and safe system.
Our next target is to design and
product a mass production equip-

ACCUMILL 4000

Tadashi SAITO

Executive Officer

ment machine, which can withstand
coolant and chips, and thermal dis-
placement is minimal. Meanwhile,
HP business unit intends to devel-
op a loader set NL lathe with excel-
lent cost/ performance.

-‘i CL2000
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Sales by The BU

Millions of yen Rate
17,554 252 %
16,113 23.1%
11,898 171 %

9,805 14.1 %
5,865 8.4 %
5,156 74 %
1,940 28 %
1,325 1.9 %
69,656 100.0 %

Sales of Domestic and Overseas

Overseas 66.7 %

¥46,463

Japan 33.3 %

/ ¥23,193

(Millions of yen)

TOTAL ¥69,656

Sales by The Product

Service, Parts and others 8.5 %

Grinding Machine 2.8 %

¥5,954

Machining Center 42.6 %

¥1,940

Multi-Axis Turning Center,
MT series 5.6 %

¥3,884

NC Lathe 405%

¥28,179

Overseas Sales

Asia 3.4 %

¥1,597

(Millions of yen)

Others 0.8 %

/ ¥385

‘ ¥29,699

USA 492%

/ ¥22,865

Europe 46.6 % _~

¥21,616 (Millions of yen)

TOTAL ¥46,463
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MORI SEIKI Group

Domestic consolidated subsidiaries

TAIYO KOKI CO., LTD.O

MORI SEIKI TECHNO, LTD.O

MORI SEIKI PRECISION, LTD.O

MORI SEIKI FIXTURE LABORATORY, LTD.O

MORI SEIKI HIGH PRECISION MACHINING LABORATORY, LTD.O
HIORI SEIKI MACHINE SALES, LTD.O

Danestic non-consolidated subsidiaries
MORI SEIKI KOSAN, LTD.O

Affiliates

HNITED MANUFACTURING SOLUTIONS LTD.O

Overseas

MORI SEIKI US.A,, INC.O

MORI SEIKI G.m.b.HO

MORI SEIKI (UK) LTD.O

MORI SEIKI FRANCE S.A.0

MORI SEIKI ITALIANA SR.L.O
MORI SEIKI ESPANA S.A.0

MORI SEIKI SINGAPORE PTE LTD.O
MORI SEIKI (TAIWAN) CO., LTD.O
MORI SEIKI BRASIL LTDA.O

MORI SEIKI HONG KONG LTD.O
MORI SEIKI MEXICO,S.A. DE C.V.O
MORI SEIKI (THAILAND) CO., LTD.O
MORI SEIKI (SHANGHAI) CO., LTD.O
MORI SEIKI KOREA CO,, LTD.

® Overseas Subsidiaries
Overseas Representative Offices

‘3 Chicago T.C. § -\.I

F Regional Manager Milan T.C.
4 *;_ | Regional Manager

Gothenburg & Vice President for Sales
MARK H. MOHR
Milton Keynes
i .Id - Hamburg VILIAM BIGHI
feseion” @ stuttgart
Orléans
Detroit b
Sacramemo Chicago ' ® Boston Barcelona® My °
San Francisco ¢ Cincifinati Rew Jersey s Seoul ®
Los Angeles Dallas Charlotte ®Japan
Shanghai @
.\ " o Taipei
.
Mexico City @ F Hong Kong
i MORI SEIKI U.S.A., INC. Bangkok e
l'. ksl coo. B
i., LT ,
Malaysia
1 n®
| LA TC THOMAS R. DILLON ingapore

i # W= | Regional Manager
b o

SCOTT C. WOOD

°
Séo Paulo
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Consolidated Financial Highlightsd [
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Sales

NC MT GRINDING
LATHES SERIES MACHINES

Fiscal Year MC SOFTWARE PARTS SERVICE OTHER TOTAL

(Millions of yen)

120
100
80
60 H OTHER
M SERVICE
M PARTS
40 GRINDING MACHINES
M SOFTWARE
20 ['I MT SERIES
B NC LATHES
MC

98.4~99.3 99.4~00.3 004~01.3 01.4~02.3
(Billions of yen)

Overseas Sales
Fiscal Year TOTAL

(Millions of yen)

«Each amount above has been included in net sales.
*Each percentage above has been calculated based on the net sales for the respective fiscal years.

120

100

80

60

40

20

M Domestic
[ Export

98.4~99.3 99.4~00.3 004~01.3 01.4~02.3
(Billions of yen)
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Depreciation and Investments in Plant and Equipment

Fiscal Year Depreciation Net income (loss) Investments

(Millions of yen)

Estimates

(Millions of yen)
*Mori Seiki Co., Ltd.'s investments in fixed assets over the past five years totaled approximately ¥34,369 million.

M Depreciation
[ Investments

97.4~98.3 98.4~99.3 99.4~00.3 004~01.3 01.4~02.3 02.4~03.3
(Billions of yen)
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Five-Year Summary Thousands of [

Millions of yen U.S. dollars

Fiscal Year 2001.4~2002.3 2000.4~2001.3 1999.4~2000.3 1998.4~1999.3 1997.4~1998.3 2001.4~2002.3

Per share data (Yen and U.S. dollars):

[iN

. Net (loss) income per share is computed based upon the weighted average number of shares of common stock outstanding during each fiscal year as adjusted for free share
distributions.

N

. Cash dividends per share are those declared as applicable to each respective fiscal year and cash dividends charged to retained earnings are those actually paid.

w

The accompanying U.S. dollar amounts have been translated from yen, solely for convenience, as a matter of arithmetic computation only, at the rate of ¥133.20 = U.S.$1.00,
the exchange rate prevailing on 31st March, 2002.

IS

. We reorganized our existing organization and introduced a business unit (BU) system on 1st October, 2001 to achieve efficient and optimum redistribution of management resources,
maximization of profits, and selection and concentration of operations. From this group integration, several development and production related departments were moved to auxiliary
departments. As a result, the costs of these departments are regarded as "selling, general and administrative expenses" instead of "cost of sales" from the current term (from 1st
April, 2001 through 31st March, 2002).
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Consolidated Balance Sheets
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Assets
Thousands of U.S. dollarsC

Millions of yen (Note 1)

31st March, 31st March,
2002 2001 2002

See accompanying Notes to Consolidated Financial Statements.
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Liabilities, Minority Interests and
Shareholders' Equity

Thousands of U.S. dollarsC

Millions of yen (Note 1)

31st March, 31st March,
2002 2001 2002
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See accompanying Notes to Consolidated Financial Statements.



Consolidated Statements of Operations

Millions of yen Thousands of U.S. dollarsC

O
o
=]
w
o
o
Qo
=
@
o
n
-
Qo
=
D
3
@
=]
=t
w
o
=
h=]
@
=
Qo
=2
©
=]
w

(Note 1)
Year ended 31st March, Year ended 31st March,
2002 2001 2002

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Statements of Shareholders' Equity

Millions of yen

Number of Common Additional Reserve for Retained Net Translation Treasury
shares of stock paid-in land earnings unrealized adjust- stock
common capital  revaluation holding loss  ments
stock (Note 16) on securities
(Note 5)

A1nb3 ,s1epjoyaleys Jo S1USWaILIS Paleplosuo)d

Thousands of U.S. dollars (Note 1)

Common Additional Reserve for Retained Net Translation Treasury
stock paid-in land earnings unrealized  adjust- stock
capital  revaluation holding loss  ments
(Note 16) on securities

(Note 5)

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Statements of Cash Flows

Thousands of U.S. dollarsC
(Note 1)

Year ended 31st March, Year ended 31st March,
2002 2001 2002

Millions of yen

SMOJ4 USeD JO S1uaWalels Palepljosuod

See accompanying Notes to Consolidated Financial Statements.

ANNUAL REPORT 2002 26



Notes to Consolidated Financial Statements(]
31st March, 2002

1. Basis of presentation

@ Mori Seiki Co., Ltd. (the "Company") and its domes-
tic consolidated subsidiaries maintain their accounts
and records in accordance with accounting principles
and practices generally accepted and applied in Japan.
Its foreign consolidated subsidiaries maintain their ac-
counts and records in conformity with the require-
ments of their countries of domicile.

The accompanying consolidated financial statements
have been prepared in accordance with accounting
principles and practices generally accepted and applied
in Japan, which may differ in certain material respects
from accounting principles and practices generally ac-
cepted in countries and jurisdictions other than Japan,
and have been compiled from those prepared by the
Company as required by the Securities and Exchange
Law of Japan.

In preparing the accompanying financial statements,
certain reclassifications and rearrangements have been
made to the consolidated financial statements issued in
Japan in order to present them in a form which is
more familiar to readers outside Japan. In addition, the

(1) Principles of consolidation

The accompanying consolidated financial statements in-
clude the accounts of the Company and all subsidiaries
over which substantial control is exerted through either
majority ownership of voting stock and/or by other
means. All significant intercompany balances and trans-
actions have been eliminated in consolidation.

The financial statements of one consolidated subsidiary
whose fiscal year end is 31st December have been in-
cluded in consolidation on the basis of a full fiscal
year closing for the year ended 31st March for consoli-
dation purposes.

All assets and liabilities of the subsidiaries are revalu-
ated on acquisition, if applicable, and the excess of
cost over the underlying net assets at each respective
date of acquisition is amortized over a period of five
years on a straight-line basis.
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notes to the consolidated financial statements include
information which is not required under accounting
principles generally accepted in Japan, but is presented
herein as additional information.

The accompanying U.S. dollar financial statements have
been translated from yen, solely for convenience, as a
matter of arithmetic computation only, at the rate of
¥133.20 = U.S.$1.00, the exchange rate prevailing at
31st March, 2002. The translation should not be con-
strued as a representation that yen have been, could
have been, or could in the future be, converted into
U.S. dollars at the above or any other rate.

® Certain reclassifications of previously reported
amounts have been made to the consolidated financial
statements for the year ended 31st March, 2001 to con-
form them to the 2002 presentation. These reclassifica-
tions had no effect on consolidated net income or
shareholders’ equity.

2. Summary of significant accounting policies

(2) Foreign currency translation

Receivables and payables denominated in foreign cur-
rencies are translated into yen amounts at the fiscal
year-end rates. Gains or losses resulting from such
translation adjustments are credited or changed to in-
come as incurred. The balance sheet accounts of the
foreign consolidated subsidiaries have been translated
into yen at the rates of exchange in effect at the bal-
ance sheet date, except for the components of share-
holders’ equity, which have been translated at their his-
torical rates. The differences resulting from such
translations are presented as components of sharehold-
ers’ equity and minority interests. Revenues, expenses
and cash flows are translated at the average rates for
the year.



(3) Cash and cash equivalents

For the purpose of the consolidated statements of cash
flows, cash and cash equivalents consist of cash on
hand, deposits with banks withdrawable on demand,
and short-term investments which are readily convert-
ible to cash subject to an insignificant risk of changes
in their value and which were purchased with an origi-
nal maturity of three months or less.

(4) Inventories

Merchandise, finished goods and work-in-process at
the Company and its domestic consolidated subsidiar-
ies are stated at cost determined principally by the
average method and those at foreign consolidated sub-
sidiaries are stated principally at the lower of cost or
market, cost being determined by the first-in, first-out
method.

Raw materials are stated at cost determined by the
moving average method. Supplies are stated at cost
determined by the last purchase method.

(5) Property, plant and equipment
Depreciation of property, plant and equipment of the
Company and the domestic consolidated subsidiaries,
except for buildings acquired on or subsequent to 1st
April, 1998, is calculated by the declining-balance meth-
od over the useful lives of the respective assets. Depre-
ciation of buildings of the Company and the domestic
consolidated subsidiaries acquired on or subsequent to
1st April, 1998 is calculated by the straight-line meth-
od. Depreciation of property, plant and equipment of
the foreign subsidiaries is calculated by the straight-line
method.
The useful lives of property, plant and equipment are
summarized as follows:
Buildings and structures 7 to 50 years
Machinery and equipment 2 to 17 years
(6) Leases
Non-cancelable lease transactions of the Company and
the domestic consolidated subsidiaries are accounted
for as operating leases regardless of whether such lea-
ses are classified as operating or finance leases, except
that leases which stipulate the transfer of ownership of

the leased property to the lessee are accounted for as
finance leases.

Lease other than operating leases of the foreign consoli-
dated subsidiaries are accounted for as finance leases.

(7) Investments in unconsolidated subsidiaries and
affiliates

Investments in unconsolidated subsidiaries and affiliates
are stated at cost determined by the moving average
method.

(8) Investments in securities

Other securities with determinable market value are sta-
ted at market value. Unrealized holding gains or losses
are accounted for as a component of shareholders’
equity. Cost of securities sold is determined by the
moving average method.

Other securities without determinable market value are
stated at cost determined by the moving average method.

(9) Retirement benefits

To provide for the payment of retirement benefits and
pension plan payments to employees, the Company re-
cords a reserve equivalent to the amount recognized
as necessary at the end of the period under review
based on the estimated retirement benefit obligation
and the fair value of the pension plan assets at the fis-
cal year end.

Actual gain and loss are amortized in the years follow-
ing the year in which the gain or loss is recognized
by the straight-line method within a specific period (10
years) which falls within the average remaining years
of service of the eligible employees.

(10) Income taxes

Provision has been made to reflect the interperiod allo-
cation of income taxes arising from timing differences
in the recognition of certain income and expenses for
financial reporting and tax purposes.

(11) Derivatives
Derivatives are stated at fair value.
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(12) Hedge accounting

Gain or loss on derivatives designated as hedging in-
struments is deferred until the loss or gain on the un-
derlying hedged items is recognized.

(13) Research and development costs and computer
software

Research and development costs are charged to in-
come when incurred. Expenditures relating to comput-
er software developed for internal use are charged to
income when incurred, unless these contribute to the
generation of future income or cost savings. Such ex-
penditures are capitalized as assets and are amortized
by the straight-line method over their useful life, which
is generally 5 years.

(14) New accounting standards

Effective 1st April, 2000, the Company adopted a new ac-
counting standard for employees’ retirement benefits and
pension plans. The net retirement benefit obligation at
transition of ¥1,594 million was fully charged to income

3. Cash and cash equivalents

for the year ended 31st March, 2001. As a result, income
before income taxes and minority interests for the year
ended 31st March, 2001 decreased by ¥1,844 million.
Effective 1st April, 2000, the Company adopted a new
accounting standard for financial instruments. As a re-
sult of this adoption, income before income taxes and
minority interests for the year ended 31st March, 2001
increased by ¥4,142 million.

Effective 1st April, 2000, the Company adopted a re-
vised accounting standard for foreign currency transla-
tions. The effect of this adoption on the consolidated
financial statements was immaterial for the year ended
31st March, 2001.

Due to a change effective year ended 31st March, 2001
in the regulations relating to the presentation of transla-
tion adjustments, translation adjustments have been pre-
sented as a component of shareholders’ equity and mi-
nority interests in consolidated subsidiaries (instead of
as a component of assets or liabilities) in the accompa-
nying consolidated financial statements for the years
ended 31st March, 2002 and 2001.

In the presentation of the consolidated statements of cash flows, the relationship between the items included in cash
and cash equivalents and the corresponding amounts reflected in the balance sheets at 31st March, 2002 and 2001 are

summarized as follows:

Millions of yen Thousands of U.S. dollars
2002 2001 2002
Cash and deposits ¥13,515 ¥8,444 $101,464
Time deposits with an original maturity in excess of 3 months included ®) _ (23)
in cash and deposits
Cash and cash equivalents at end of year ¥13512 ¥8,444 $101,441

During the year ended 31st March, 2002, the Company acquired shares of Taiyo Koki Co., Ltd. and has included this com-

pany in consolidation. The assets and liabilities of Taiyo Koki Co., Ltd. when initially consolidated, the acquisition cost of
the shares of Taiyo Koki Co., Ltd., and the Company’s total expenditure to acquire these shares are summarized as follows:

Millions of yen Thousands of U.S. dollars
Current assets ¥ 1,200 $ 9,009
Noncurrent assets 552 4,144
Excess of cost over underlying net assets 443 3,326
Current liabilities (1,792) (13,454)
Long-term liabilities (353) (2,650)
Acquisition cost of shares 50 375
Cash and cash equivalents held by Taiyo Koki Co., Ltd. (33) (247)
The Company’s expenditure to acquire shares ¥ 17 $ 128

29 ANNUAL REPORT 2002




4. Inventories

Inventories at 31st March, 2002 and 2001 consisted of the following:

Millions of yen | Thousands of U.S. dollars

2002 2001 2002

5. Securities
Marketable securities classified as other securities as of 31st March, 2002 and 2001 are summarized as follows:
Millions of yen Thousands of U.S. dollars
2002 2002
Acquisition Carrying Unrealized gain Acquisition Carrying Unrealized gain
costs value (loss) costs value (loss)

Millions of yen

2001
Acquisition Carrying Unrealized gain
costs value (loss)
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6. Retirement benefits

The following table sets forth the funded and accrued status of the plans, and the amounts recognized in the consolida-
ted balance sheets at 31st March, 2002 and 2001 for the Company's defined benefit plan.

Millions of yen | Thousands of U.S. dollars

2002 2001 2002

The assumptions used in accounting for the above plans were as follows:

(1)Allocation method of estimated benefits Straight-line method
(2)Discount rate 3.0%
(3)Expected rates of return on plan assets 1.5% and 4.0% for 31st March, 2002 and 2001, respectively

(4)Number of years over which the actuarial differences are expensed
10 years (determined by the straight-line method over a period which falls within the average remaining years of
service of the employees participating in the plans and amortized commencing the year following the year in which
the gain or loss is recognized)

7. Long-term debt

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

Millions of yen | Thousands of U.S. dollars
of the following:

2002 2001 2002

The weighted average interest rate on long-term bank loans was 2.75% for the year ended 31st March, 2002.
The aggregate annual maturities of long-term debt subsequent to 31st March, 2002 are summarized as follows:

Years ending 31st March, ~ Millions of yen | Thousands of US. dollars

The 1.8 per cent. yen convertible bonds due 2003 (con-
vertible at ¥2,430 per share subject to adjustment under
the terms of the bonds) can be repurchased at any time.
The 0.45 per cent. yen convertible bonds due 2003 (con-
vertible at ¥2,409 per share subject to adjustment under
the terms of the bonds) can be repurchased at any time.
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8. Income taxes

Income taxes applicable to the Company and its consolidated subsidiaries consist of corporation, inhabitants' and enterprise taxes.
The statutory tax rate in Japan for the years ended 31st March, 2002 and 2001 was, in the aggregate, approximately 41%.
The significant components of deferred tax assets and liabilities of the Company and its consolidated subsidiaries at 31st March,

2002 and 2001 are summarized as follows: Millions of yen ‘ Thousands of U.S. dollars

2002 2001 2002
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9. Shareholders’ equity

The Commercial Code of Japan (the “Code”) provides that an amount equivalent to at least 10% of cash dividends paid and bonuses
to directors and statutory auditors, and exactly 10% of interim cash dividends paid be appropriated to the legal reserve until the sum
of additional paid-in capital and the legal reserve equals 25% of stated capital. The code also provides that neither additional paid-in
capital nor the legal reserve is available for dividends but both may be used to reduce or eliminate a deficit by resolution of the share-
holders or may be transferred to stated capital by resolution of the Board of Directors. The Company’s legal reserve, which is inclu-
ded in retained earnings, amounted to ¥2,650 million ($19,895 thousand) and ¥2,570 million at 31st March, 2002 and 2001, respectively.
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10. Research and development costs

Millions of yen

| Thousands of U.S. dollars

Research and development costs for the years ended 2002
31st March, 2002 and 2001 were as follows:

11. Contingent liabilities

2001

2002

At 31st March, 2002, the Company and its consolidated subsidiaries had the following contingent liabilities:

Millions of yen

Thousands of U.S. dollars

12. Derivative financial instruments

To avoid the adverse effects of resulting from the fluctuation in foreign currency exchange rates, the Company enters into forward
foreign exchange contracts. The Company utilizes these derivatives as hedges to reduce the risk inherent in their assets and liabili-
ties. These transactions are not likely to have a major impact on the performance of the Company. In addition, derivatives transac-

tions are not entered into for speculative trading purposes in accordance with the internal guidelines established by the Company.

In accordance with the Company’s internal policies on derivatives, the Finance Division of the Company is responsible for manag-

ing the market and credit risk relating to these transactions, and this division manages the position limits, credit limits and the sta-
tus of all open derivatives positions subject to approval by the director responsible.
The Company employs hedge accounting for derivative transactions and hedges against the risk of fluctuation in foreign ex-
change rates within the scope of the needs arising from the actual underlying items hedged.
The fair value of the derivatives positions outstanding at 31st March, 2002 and 2001 is summarized as follows:

Millions of yen

Thousands of U.S. dollars

2002 2002
Contract value Estimated Unrealized Contract value Estimated Unrealized
(Notional fair loss (Notional fair loss
principal value principal value
amount) amount)

Millions of yen

2001
Contract value Estimated Unrealized
(Notional fair loss
principal value

amount)
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13. Leases

(1) Finance leases

The following pro forma amounts present the acquisition costs, accumulated depreciation and net book value of proper-
ty leased to the Company and its consolidated subsidiaries as of 31st March, 2002 and 2001, which would have been re-
flected in the balance sheets if finance leases other than those which transfer the ownership of the leased property to
the Company and its consolidated subsidiaries (which are currently accounted for as operating leases) were capitalized:
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Millions of yen Thousands of U.S. dollars
2002 2002
Acquisition Accumulated Net book Acquisition Accumulated Net book
costs depreciation value costs depreciation value

Millions of yen

2001
Acquisition Accumulated Net book
costs depreciation value

Lease payments of the Company and its consolidated subsidiaries relating to finance lease transactions accounted for as
operating leases amounted to ¥54 million ($405 thousand) and ¥62 million for the years ended 31st March, 2002 and
2001, respectively.

Depreciation related to leased property of the Company and its consolidated subsidiaries is recognized by the straight-line
method over the lease terms and amounted to ¥54 million ($405 thousand) and ¥62 million for the years ended 31st
March, 2002 and 2001, respectively.

Future minimum payments (including the interest portion thereon) subsequent to 31st March, 2002 under finance leases
other than those which transfer the ownership of the leased property to the Company and its consolidated subsidiaries

are summarized as follows: Millions of yen | Thousands of U.S. dollars

2002 2002

(2) Operating leases:

Future minimum payments subsequent to 31st March, 2002
under operating leases were as follows: Millions of yen \ Thousands of U.S. dollars

2002 2002
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14. Amounts per share

The computation of net loss and basic net income per share is based on the weighted average number of shares of common
stock outstanding during each year. Diluted net income per share is computed based on the weighed average number of shares
of common stock outstanding each year after giving effect to the dilutive potential of the common shares issuable upon the con-
version of convertible bonds and the exercise of warrants.

No diluted amounts per share were presented for the year ended 31st March, 2002 as a net loss before income taxes and minori-
ty interests was recorded for the year.

Net assets per share are based on the number of shares of common stock outstanding at the year end.

Cash dividends per share represent the cash dividends proposed by the Board of Directors as applicable to the respective years to-
gether with the interim cash dividends paid.

2002 ‘YoJBN 1STE SIUBLUSILIS [BIDUBUIY PBIEPI|OSUOD O} SB1ON .

Amounts per share at 31st March, 2002 and 2001 and for the years then ended were as follows:

Yen ‘ U.S. dollars

2002 2001 2002
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15. Segment information

The Company and its consolidated subsidiaries are primarily engaged in the manufacture and sale of computerized numerically-
controlled lathes, vertical-type and horizontal-type machining centers, and engine lathes produced in a wide variety of models to
meet their customers' diverse needs.

The geographical segment information of the Company and its consolidated subsidiaries for the years ended 31st March, 2002 and
2001 is outlined as follows:
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Millions of yen
2002

Japan U.S.A. Europe Asia Total Eliminations  Consolidated

Thousands of U.S. dollars
2002
Japan U.S.A. Europe Asia Total Eliminations Consolidated

Millions of yen
2001
Japan U.SA. Europe Asia Total Eliminations  Consolidated

Overseas sales, which include export sales of the Company and sales (other than exports to Japan) of the foreign con-
solidated subsidiaries, totaled ¥46,463 million ($348,821 thousand) and ¥54,081 million, or 66.7% and 62.2% of the con-
solidated net sales for the years ended 31st March, 2002 and 2001, respectively.
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16. Land revaluation

Effective 31st March, 2002, the Company revalued its land for operational usage in accordance with the laws on land re-
valuation. The resulting revaluation difference, net of the applicable tax effect on revaluation gain, has been stated as a
component of shareholders’ equity under “Reserve for land revaluation.” The applicable tax effect has been included in
deferred tax liabilities non-current. The carrying value of the land before revaluation and after revaluation at 31st
March, 2002 amounted to ¥29,839 million ($224,017 thousand) and ¥18,088 million ($135,796 thousand), respectively.

17. Subsequent event

The following appropriations of retained earnings of the Company, which have not been reflected in the accompanying fi-
nancial statements for the year ended 31st March, 2002, were approved at the annual meeting of the shareholders of the
Company held on 27th June, 2002:

Millions of yen Thousands of U.S. dollars
Year-end cash dividend of ¥5.00 ($0.04) per share ¥450 $3,378
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Independent Auditors' Report on The Consolidated L[]
Financial Statements

The Board of Directors and the Shareholders
Mori Seiki Co., Ltd.

We have audited the consolidated balance sheets of Mori Seiki Co.,Ltd. and consolidated subsidiar-
ies as of 31st March, 2002 and 2001, and the related consolidated statements of operations, share-
holders' equity and cash flows for the years then ended, all expressed in yen. Our audits were
made in accordance with auditing standards, procedures and practices generally accepted and ap-
plied in Japan and, accordingly, included such tests of the accounting records and such other au-

diting procedures as we considered necessary in the circumstances.

In our opinion, the accompanying consolidated financial statements, expressed in yen, present fair-
ly the consolidated financial position of Mori Seiki Co., Ltd. and consolidated subsidiaries at 31st
March, 2002 and 2001, and the consolidated results of their operations and their cash flows for
the years then ended in conformity with accounting principles and practices generally accepted in

Japan applied on a consistent basis.

As described in Note 2, Mori Seiki Co., Ltd. adopted new accounting standards for employees' re-
tirement benefits, financial instruments and foreign currency translations effective the year ended

31st March, 2001 in the preparation of its consolidated financial statements.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the
year ended 31st March, 2002 are presented solely for convenience. Our audit also included the
translation of yen amounts into U.S. dollar amounts and, in our opinion, such translation has

been made on the basis described in Note 1.

Stbein Mopon g lo.
Shin Nihon & Co.

Osaka, Japan
28th June, 2002

See Note 1 which explains the basis of preparation of the consolidated financial statements of Mori

Seiki Co., Ltd. and consolidated subsidiaries under Japanese accounting principles and practices.
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