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Financial Review

Inthefisca year ended March 31, 2004, the world economy asa
whole remained duggish in the first half of the year due to the effects of
internationa conflicts and SARS, aswell as continuous employment
uncertainty mainly inthe U.S. However, in the second half, with the

U.S. housing investment and consumer spending showing improvement,

aswell aswith signs of economic recovery in Asiafollowing the SARS
scare, the world economy took an upturn.

The Japanese economy also remained sow in the first haf of the
year, but some signs of recovery finaly appeared after the summer,
including a stock market upturn and various economic indicators show-
ing continuing improvement.

In the electronic components industry, in thefirst half of the year the
market recovery resulting from certain seasonal factors remained dow
and the demand for electronic components was weak, except those for
some components for digital audio/video equipment such as flash mem-
ories. Following the autumn lull, however, supported by steady con-
sumer spending and increasing prevalence of digital till cameras and
other digital audio/video equipment, the electronic component market
remained steady and did not show the decline seen in previous years.

In Japan, the demand for electronic components remained strong,
especialy in the second half of the year, due to a steady growth in pro-
duction of digital audiofvideo equipment such as DVD recorders and
digital still cameras, aswell as the increasing sophitication of cellular
phones. The Asian electronics market, despite its dowdown in spring

due to the effects of SARS, remained brisk as awhole due to the contin-

ued production shift from the U.S,, Europe, Japan and other parts of the
world, aswell as a strong growth not only in export but also in con-
sumer spending in Chinaand other Asian countries.

Inthe U.S., while consumer spending was strong, the eectronics
market remained dow, affected by the continued production shift to

Asiaand the communications equipment market failing to attain full-
fledged recovery. The European market, supported by anincreasein
demand for eectronic components resulting from increasing sophistica-
tion of cellular phones, remained stable despite the continued production
shift to Adajust asinthe U.S.

Under these circumstances, ROHM concentrated its efforts, asin the
previous year, on capital investment efficiency improvement and stream-
lining of the manufacturing process, o asto ensure profits. The
Company aso continued the shift of domestic production lines to over-
seas plants in Thailand, the Philippines, Chinaand some other countries.
Moreover, in an effort to establish a system to respond to future market
growth from the medium- to long-term viewpoints, ROHM purchased a
semiconductor manufacturing plant in Tsukuba, Ibaraki Prefecture, of
LS Logic Japan Semiconductor Inc., the Japanese subsidiary of the U.S.
company, LSI Logic Corporation, S0 as to secure sufficient production
capacity in anticipation of agrowth in demand for semiconductor prod-
ucts.

In addition, ROHM took a progressive approach to the development
of innovative products ahead of the market needs, enhancing its product
line intended for cellular phones and digita audiofvideo equipment, as
well as the operation of the Optical Device Research Center, which
sarves as an R&D and production base for optical devices, the market
for which is expected to undergo rapid growth.

ROHM has aso strengthened its marketing system through the estab-
lishment of a customer-focused marketing organization.

Asaresult of these aggressive efforts, ROHM' s net sdes for thefis-
ca year ended March 31, 2004, increased 1.5% to ¥355.63 hillion from
the previous year, and net income was up 20.2% to ¥63.717 hillion
dthough operating income was down 1.7% to ¥94.507 hillion.

Results of operations

1. Results of operations
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In the year ended March 31, 2004, despite the business downturn in
the first half of the year due to the effects of international conflicts and
SARS, the Company's business took an upturn in the second half,
supported by economic recovery following the SARS scare and
increasing prevalence of digital audio/video equipment.

2. Income margin
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Operating income margin declined slightly due to the appreciation of
the yen, while net income margin improved because a gain of 10.9
billion yen was accounted for as extraordinary gains as a result of the
transfer of the substitutional portion of the governmental pension
program.



Sales
1. Sales by product category
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Despite the slow recovery of the market as a whole, sales of LCD
modules for cellular phones, image sensor heads and printheads
increased in the display category. In the area of discrete
semiconductor devices, blue and white LEDs sold favorably.

3. Integrated circuits sales by geographical region
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5. Passive components sales by geographical region
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2. Sales by geographical region and overseas production ratio

(¥ Million) Overseas

500,000 Mapan MAsia M Americas | Europe —M-Quersess o . 0 Jersess
(%)
400,000 HIBEED 80
Bogiey 350,281 355,630
300,000 60
156,763
200,000 40
163,457
100,000
28,577
29,937 ane ‘ —
0 29,522 34,206 21,039 19,342 20,598 0

'00/3 '01/3 '02/3 '03/3 '04/3

Sales increased in Asia due to an accelerated shift of electronics
equipment production to Asia from other parts of the world. Overseas
production ratio was 52.0%, up from 50.0% in the previous year as a
result of the Company's enhanced production systems at production
bases in Asia.

4. Discrete semiconductor devices sales by geographical region
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6. Displays sales by geographical region
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Financial Review

7. Sales by application
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Note : Data on this page include guess to some extent. Please use these data for your reference.

Cost of sales, selling, general and administrative expenses, and operating income
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While sales remained at almost the same level for the year, rises in manufacturing expenses and labor costs contributed to the growth in the cost of sales.
Selling, general and administrative expenses showed a slight decline.

Capital expenditures and research and development costs

1. Capital expenditures 2. Research and development costs
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To respond quickly to the increasing digitalization and strengthen cost competitiveness, ROHM made active investment, including that in the development of a
miniature and thin package product line and a 0.13 um fine process, as well as in the establishment of a prototype production line for 300 mm wafers.
Moreover, in an effort to enhance its production system for discrete semiconductor devices, the Company purchased a semiconductor manufacturing plant in
Tsukuba, Ibaraki Prefecture, of LS| Logic Japan Semiconductor Inc.

As part of R&D efforts, besides improving R&D efficiency, ROHM is actively proceeding with the development of future technologies in a wide range of fields.



Financial position

1. Current ratio
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Current ratio remained at almost the same levels as the previous year,
with no major changes in current assets and liabilities.

3. Return on equity (ROE) and return on total assets (ROA)
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Return on equity (ROE) and return on total assets (ROA) improved due
to profit increase.

2. Shareholders’ equity and total assets
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With the increase in the Company's profits, shareholders' equity and
total assets are on the rise each year.

4. Inventory turnover
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Inventory turnover period lengthened to 1.9 months due to an increase
in inventories resulting from an increase in backlog of orders as of the

end of the year under review.

Per share information

1. Net income per share
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Net income per share increased by ¥90 to ¥535.62 as the Company's
net income improved.

2. Shareholders’ equity per share
®
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Shareholders' equity per share increased to ¥6,026.56 due to the
Company showing steady profits each year.
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Net income, Depreciation, and Capital expenditure
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In fund management, ROHM places top priority on safety. The Company recorded a ¥2.3 billion surplus in net financial revenue under the prolonged low
interest rate condition in Japan.

Number of employees Exchange rate and
foreign currency exchange gains or losses
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With the shift to overseas production, the number of employees is The average yen-dollar exchange rate during this year was ¥114.0.
increasing at overseas production bases. The Company has also been The Company made a loss of ¥5.5 billion from exchange losses

augmenting personnel for research and development, chiefly in Japan. resulting from the appreciation of the yen.



Stock data

1. Stock prices; Quarterly highs and lows in each year (Osaka Securities Exchange)
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The Company has decided to pay annual dividends of ¥55.00 per
share in light of business performance of the fiscal year ended March
31, 2004, expected demand for funds, and other factors.

4. Price cash flow ratio (PCFR)
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5. Price book-value ratio (PBR)
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« Price-earnings ratio (PER) =stock price (year-end closing price at Osaka Securities Exchange)/net income per share

« Price cash flow ratio (PCFR) = stock price (year-end closing price at Osaka Securities Exchange)/cash flow per share*
*Cash flow per share = (net income + depreciation and amortization)/number of outstanding shares

« Price book-value ratio (PBR) = stock price (year-end closing price at Osaka Securities Exchange)/net assets per share

The computation of net income per share and cash flow per share is based on the average number of shares of common stock outstanding during each year.

The average number of common shares outstanding (consolidated) used in the computation for the fiscal year 2004, 2003, 2002, 2001, and 2000 was 118,784
thousand, 118,743 thousand, 118,671 thousand, 118,599 thousand and 117,777 thousand, respectively.

19



20

Eleven-Year Summary

ROHM CO., LTD. and Subsidiaries
Years ended March 31

1994 1995 1996 1997

For the Year:
NEESAES . ..o ¥199,988 ¥241,493 ¥ 292,280 ¥ 297,790
Costof SAES . ..o 138,063 153,792 169,365 165,436
Selling, general and administrativeexpenses . ................ 36,134 40,757 43,031 46,834
OperatinginCome . .. ...ttt 25,791 46,944 79,884 85,520
Income before income taxes and minority interests ... ......... 23,046 45,030 78,303 89,962
[NCOMELAKES « « .« « v v ettt ettt eees 10,899 23,589 38,055 42,888
NELINCOME . .o 12,512 22,685 38,199 45,540
Capital expenditures . .. ... 27,131 37,895 57,676 38,014
Depreciation and amortization . .......... ... ... i 25,590 36,074 31,881 37,563
Per Share Information (in yen and U.S. dollars):

BasiCNELINCOME .« ..ottt ¥123.79 ¥214.10 ¥ 343.63 ¥ 393.56

Diluted NELINCOME. .« .o vt 118.77 198.98 332.22 386.15

Cash dividends applicabletotheyear ..................... 14.50 19.00 25.00 19.00
At Year-End:
CUMENT 8SSELS .« v ottt e ¥ 208,575 ¥ 243,194 ¥ 282,750 ¥ 299,795
Current ligbilities ............ .o i 63,147 88,193 114,207 103,520
Long-termdebt . .....oo i 81,081 58,308 33,127 12,259
Shareholders equity . ...... ..o 201,618 236,609 292,249 338,541
TOE @SSELS « . o v e e et 363,324 401,265 459,344 479,063
Number of employees. . ... 13,240 13,566 13,739 12,614
Notes: 1. U.S. dollar amounts are provided solely for convenience a the rate of ¥106 to USSL, the approximate exchange rate at March 31, 2004.

2. Certain reclassifications of previously reported amounts have been made to conform with current classifications.

3. Certain retroactive adjustments of previously reported per share information have been made to conform with current method (see Note 2(m) to consolidated financial

statements). Diluted net income per share for 2004 is not disclosed because there is no outstanding potentially dilutive securities.

4. Effective April 1, 1994, the main foreign subsidiaries changed the method of depreciation for property, plant and equipment from the straight-line method to the
declining-balance method. The effect of this change was to decrease “Income before income taxes and minority interests” for the year ended March 31, 1995, by ¥2,412
million.

. Effective April 1, 1997, the Company and certain domestic subsidiaries changed their accounting policy for retirement benefits for directors and corporate auditors from

the cash basis to the accrual basis (see Note 2(f) to consolidated financia statements).

Effective April 1, 1999, the Company and its domestic subsidiaries changed their accounting method or adopted a new accounting standard as follows:

(1) changed their accounting method for employees’ retirement plans. The annual provision for retirement benefits was calculated to state the liability for retirement

benefits at the amount of the expected benefits at the retirement date, less the fair value of the plan assets. The cumulative effect of this change, amounting to ¥5,076

million, was charged to income and “Income before income taxes and minority interests’ was decreased by ¥2,277 million for the year ended March 31, 2000.

(2) adopted a new accounting standard for research and development cost. The cumulative effect of this adoption, amounting to ¥2,146 million, was charged to income

and “Operating Income” and “Income before income taxes and minority interests” were decreased by ¥2,193 million and ¥4,339 million, respectively for the year ended

March 31, 2000.

(3) changed their accounting method for interperiod allocation of income taxesin accordance with new accounting standards which are based on the asset and liability

method. The cumulative effect of the change on interperiod tax allocation in prior yearsin the amount of ¥8,136 million isincluded as an adjustment to retained earnings

asof April 1, 1999. The effect of this change was to decrease “Net Income” by ¥3,021 million for the year ended March 31, 2000.

Effective April 1, 2000, the Company and its domestic subsidiaries adopted (1) a new accounting standard for financial instruments, (2) a new accounting standard for

employees' retirement benefits, and (3) a revised accounting standard for foreign currency transactions. The effect of these adoptions to the consolidated statement of

income was immaterial for the year ended March 31, 2001.

(2
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Millions of

Thousands of

yen U.S. dollars
1998 1999 2000 2001 2002 2003 2004 2004
¥ 335,923 ¥ 328,631 ¥ 360,080 ¥ 409,335 ¥ 321,265 ¥ 350,281 ¥ 355,630 $ 3,355,000
163,060 185,175 179,380 215,366 198,631 185,795 194,857 1,838,274
56,260 53,365 58,358 56,226 56,176 68,363 66,266 625,151
116,603 90,091 122,342 137,743 66,458 96,123 94,507 891,575
119,486 93,340 114,902 147,059 68,129 90,476 101,070 953,491
56,453 39,706 46,469 60,581 28,829 37,479 37,268 351,585
60,990 52,235 66,727 86,165 39,274 53,003 63,717 601,104
51,607 49,202 57,997 125,020 43,326 40,548 51,958 490,170
35,088 41,242 38,759 53,082 52,377 52,424 45,869 432,726
¥521.71 ¥443.14 ¥ 562.97 ¥722.68 ¥328.24 ¥ 44551 ¥535.62 $5.05
517.34 441.15 561.63 721.47 327.89 445.30
19.00 19.00 19.00 19.00 19.00 22.00 55.00 0.52
¥ 345,045 ¥ 341,076 ¥ 407,524 ¥ 449,684 ¥ 445,094 ¥ 519,996 ¥ 530,121 $5,001,142
107,399 80,140 98,477 136,765 58,579 83,681 88,321 833,217
5,064 1,172 678 579
401,861 452,961 509,718 591,409 639,210 676,577 715,938 6,754,132
533,825 550,432 648,336 764,495 740,627 805,693 846,800 7,988,679
12,633 12,675 13,659 15,316 15,174 16,841 18,591

21



Consolidated Balance Sheets

ROHM CO., LTD. and Subsidiaries
March 31, 2004 and 2003

ASSETS Millions of TSOsu?gﬁ;zf
yen (Note 1)
2004 2003 2004
Current Assets:
Cash and cash equivalents(Note3) ...............oovvvnn... ¥ 310,578 ¥ 322,550 $ 2,929,981
Short-term investments(Note3) . ..., 35,423 35,466 334,179
Notes and accounts receivable:
Trade ... 92,508 84,351 872,717
Other ... 5,851 2,964 55,198
Allowance for doubtful notesand accounts. . .............. (503) (591) (4,745)
Inventories(NOte4) .. ..ot 61,494 52,488 580,132
Deferredtax assets(Note8) . .. ...t 12,425 14,160 117,217
Prepaid pensioncost (Note5) . ...t 4,356 4,753 41,094
Refundableincometaxes. .. ... 3,560 33,585
Prepaid expensesandother .............. ... ... ... ..., 4,429 3,855 41,784
Total current assetsS. . ..o oo 530,121 519,996 5,001,142
Property, Plant and Equipment:
Land . ... 53,968 52,537 509,132
Buildings . ... 150,282 146,665 1,417,755
Machinery and equipment (Note 10) . .............coovun... 355,761 340,014 3,356,236
Construction iNProgreSS ..o v v v it et e e e 23,592 17,779 222,566
Total .. 583,603 556,995 5,505,689
Accumulated depreciation ........... ... i (365,976)  (340,793) (3,452,604)
Net property, plant and equipment. .. ................. 217,627 216,202 2,053,085
Investments and Other Assets:
Investment securities(Note3) . ..., 89,085 57,366 840,424
Deferredtax assets(Note8) ... oo 5,794 6,966 54,660
Other (NOtE2(8)) .« .ot vt e 4,173 5,163 39,368
Total investmentsandotherassets . ................... 99,052 69,495 934,452
TOAl ot ¥846,800 ¥805693  $7,988,679

See notes to consolidated financial statements.



Thousands of

LIABILITIESAND SHAREHOLDERS EQUITY Millions of U.S. dollars
yen (Note 1)
2004 2003 2004

Current Liabilities:
Notes and accounts payable:

Trade ... ¥ 23432 ¥ 17,866 $ 221,057
Congtructionandother ............. .. ..., 42,539 24,228 401,311
Accrued iNCOMEtaxes .. ........vviiii it 10,400 28,733 98,113
Deferred tax liabilities(Note8) ........ ........ ... .t 381 747 3,594
Accrued expensesandother . .......... ... ... ... 11,569 12,107 109,142
Total current liabilities. ................... .. ....... 88,321 83,681 833,217

Long-term Liabilities:

Liability for retirement benefits(Note5)..................... 9,388 18,937 88,566

Deferred tax liabilities(Note8) . ........................... 32,858 26,253 309,981

Total long-term liabilities........................... 42,246 45,190 398,547

Minority INterests ... .. 295 245 2,783

Shareholders Equity (Notes6 and 12):
Common stock - authorized, 300,000,000 shares; issued,

118,801,388 SNal€S . . . vttt 86,969 86,969 820,462
Capital SUrplUS . .. ..o 102,404 102,404 966,075
Retainedearnings .............ccoiiiiiiiiiinnennnnnn.. 566,750 506,101 5,346,698
Net unrealized gain on available-for-sale securities (Note 3) .. ... 2,673 709 25,217
Foreign currency trandation adjustments. . ................... (42,557) (19,363) (401,480)

Total ... 716,239 676,820 6,756,972

Treasury stock-at cost
19,751 sharesin 2004 and 15,498 sharesin2003 ........... (301) (243) (2,840)
Total shareholders equity .......................... 715,938 676,577 6,754,132

Total ¥846,800 ¥805693  $7,988,679
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Consolidated Statements of Income

ROHM CO., LTD. and Subsidiaries
Years ended March 31, 2004, 2003 and 2002

Thousands of
Millions of U.S. dallars
yen (Note 1)
2004 2003 2002 2004
Net SaleS . ... ¥ 355,630 ¥350,281 ¥321,265 $ 3,355,000
Operating Cost and Expenses:
CostofSaleS ..o 194,857 185,795 198,631 1,838,274
Selling, general and administrative expenses (Note 7) . . 66,266 68,363 56,176 625,151
Total operating cost and expenses. ........... 261,123 254,158 254,807 2,463,425
OperatingIncome . ... e 94,507 96,123 66,458 891,575
Other Income (Expenses):
Interest and dividendincome ..................... 2,370 2,786 3,596 22,358
Interest expense. .. ... D (@]
Foreign currency exchange gains (losses) - net. ... ... (5,529) (7,241) 5,102 (52,160)
Gain on transfer of the substitutional portion
of the governmental pension program (Note5). . ... 10,900 102,830
Loss on transfer to a defined contribution
pensionplan(Note5). .............o it (2,205) (20,802)
Special retirement expense (Note5) ................ (5,436)
Other-net ... i s 1,027 (1,191) (1,587) 9,690
Total other income (expenses) -net .......... 6,563 (5,647) 1,671 61,916
Income before Income Taxesand Minority Interests ......... 101,070 90,476 68,129 953,491
Income Taxes (Note 8):
CUmTENt .o 26,731 35,281 22,621 252,179
Deferred ... 10,537 2,198 6,208 99,406
Total incometaxes. ..........cccvvivvnn... 37,268 37,479 28,829 351,585
Minority Interests . ... (85) 6 (26) (802)
NEE INCOME . . ..o e e ¥ 63,717 ¥ 53003 ¥ 39274 $ 601,104
. Yen U.S. dollars
Per Share Information (Notes 2(m) and 11):
Basicnetincome . ...t ¥ 535.62 ¥ 44551 ¥ 328.24 $5.05
Dilutednetincome ............. ..., 445.30 327.89
Cash dividends applicabletotheyear ............... 55.00 22.00 19.00 0.52

See notes to consolidated financial statements.



Consolidated Statements of Shareholders’ Equity

ROHM CO., LTD. and Subsidiaries
Years ended March 31, 2004, 2003 and 2002

Outstanding number Millions of yen
of shares of ) ’ Net unrealized Foreign Total
common stock Cosrtnor;ll? " ;ar’sfjls S:rtr?: 2:2 gan ?Qfﬁ éable IrCz_;Jr%egiczn Tmry sf13ret19|ders‘
securities adjustments equity
Balanceat April 1,2001 ................ 118,613,291  ¥86,687 ¥102,122  ¥419,179 ¥ 788  ¥(17,348) ¥ (19 ¥591,409
Netincome . ..o ovv v 39,274 39,274
Conversion of convertibledebt. . .............. 76,305 115 115 230
Cash dividends, ¥19.00pershare . ............ (2,254) (2,254)
Bonusestodirectors ... ... (456) (456)
Net unrealized gain on available-for-sale securities. . . 209 209
Foreign currency trandation adjustments . . ... . ... 10,820 10,820
Purchase of treasury stock. . . ... .. ..ol (1,606) (22) (22)
Balanceat March 31,2002 ............. 118,687,990 86,802 102,237 455,743 997 (6,528) (41) 639,210
Netincome . ... 53,003 53,003
Conversion of convertibledebt. . .............. 111,061 167 167 334
Conversion of convertible debt
by issuance of treasury stock . . . ... 4,716 (69) 83 14
Cashdividends, ¥19.00pershare . ............ (2,255) (2,255)
Bonusestodirectors ... ...l (321) (321)
Net unrealized gain on available-for-sale securities. . . (288) (288)
Foreign currency trandation adjustments . . ... .. .. (12,835) (12,835)
Purchase of treasury stock. . . ..o oo (17,877) (285) (285)
Balanceat March 31,2003 ............. 118,785,890 86,969 102,404 506,101 709 (19,363) (243) 676,577
NEEINCOME .+« v v 63,717 63,717
Decreasein retained earnings due to decreasein
ownership of an associated company. . ... ... ... (5) )
Cash dividends, ¥25.00pershare . . .. ... ... (2,970) (2,970)
Bonusestodirectors .. ... ... (93) (93)
Net unreglized gain on available-for-sale securities. . . 1,964 1,964
Foreign currency trandation adjustments . . ... .. .. (23,194) (23,194)
Purchase of treasury stock. . .. ... ...l (4,253) (58) (58)
Balanceat March 31,2004 ............. 118,781,637  ¥86969 ¥102,404  ¥566,750 ¥2673  ¥(42,557) ¥(301) ¥715938
Thousands of U.S. dollars (Note 1)
Common Cavital Retained Net unredljzed Foreign T Total
stock s,?;l us earnings ® nﬁﬁﬁgble £%é2§%s ;“SC:J(W mareztzj(i)ijers’
Balanceat March 31,2003................coovvieivinns $820462 $966,075 $4,774538 $ 6689 $(182670) $(2,292) $6,382,802
NEEINCOME ..ttt e 601,104 601,104
Decrease in retained earnings due to decrease in ownership
of an associated Company . .....oooeviiii (47) (47)
Cash dividends, $0.24pershare ...........coovveeinviiainnn.n. (28,019 (28,019
BONUSESTOAIrECOrS ..\t (878) (878)
Net unrealized gain on available-for-sde securities ................ 18,528 18,528
Foreign currency trandation adjustments ........................ (218,810) (218,810)
Purchase of treasury SOCK . ... (548) (548)
Balanceat March 31,2004 ................coovviininns $820462 $966,075 $5346698 $ 25217 $(401,480)  $(2,840) $6,754,132

See notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

ROHM CO., LTD. and Subsidiaries
Years ended March 31, 2004, 2003 and 2002

Millions of Thousands of
- e
2004 2003 2002 2004
Operating Activities:
Income before income taxes and minority interests ................ ¥ 101,070 ¥ 90,476 ¥ 68,129 $ 953,491
Adjustmentsfor:
Depreciation and amortization ................. ... .o 45,869 52,424 52,377 432,726
Amortization of goodwill -net ......... ... 17 (261) (83) 160
Interest and dividendsincome. . ..........o i (2,370) (2,786) (3,596) (22,358)
Foreign currency exchange losses (gains)-net................. 2,016 4,983 (4,066) 19,019
Increase (decrease) in net liability for retirement benefits ........ (8,978) 1,529 493 (84,698)
Write-down of investment securities. .. ...........o ... 9 803 1,992 85
Changes in assets and liabilities:
Decrease (increase) in notes and accounts receivables - trade . . (10,822) (901) 15,203 (102,094)
Decrease (increase) ininventories. . ................o..... (12,143) (7,655) 19,427 (114,557)
Increase (decrease) in notes and accounts payables - trade. . . . . 6,605 570 (5,470) 62,311
Other - Nt .. oot 2,601 (420) 1,001 24,538
Sub-total ... 123,874 138,762 145,407 1,168,623
Interest and dividends-received . .. ........ ... oL 2,569 3,037 3,753 24,236
Interest-paid ........ccoiiiii Q) (4
Incometaxes-paid . ... .ovvviiii (48,077) (867) (64,431) (453,557)
Net cash provided by operating activities ............... 78,366 140,931 84,725 739,302
Investing Activities:
Decrease (increase) in short-term investments and investment securities - net . . (28,097) (3,664) 12,857 (265,066)
Purchases of property, plant and equipment  ..................... (45,221) (35,828) (79,440) (426,613)
Other - B . oo et 1,181 1,110 (1,120) 11,141
Net cash used in investing activities . .................. (72,137) (38,382) (67,703) (680,538)
Financing Activities:
Dividendspaid .........ooiiiiiiii (2,970) (2,255) (2,254) (28,019)
OthEr - NEE .« . e (59) (290) 52 (556)
Net cash used in financing activities . . ................. (3,029 (2,545) (2,202) (28,575)
Effect of Exchange Rate Changes on Cash and Cash Equivalents. .. ..... (15,172) (7,794) 5,973 (143,133)
Net Increase (Decrease) in Cash and Cash Equivalents. ................ (11,972) 92,210 20,793 (112,944)
Cash and Cash Equivalentsat Beginningof Year ..................... 322,550 230,340 209,547 3,042,925
Cash and Cash Equivalentsat Endof Year .......................... ¥310,578 = ¥322550 _ ¥230,340 $ 2,929,981
Noncash Financing Activities:
Stock issued on conversion of convertibledebt .............. ... ¥ 320 ¥ 230
Conversion of convertible debt by issuance of treasury stock. ........ 14

See notes to consolidated financial statements.



Notes to Consolidated Financial Statements

ROHM CO., LTD. and Subsidiaries

1. Basis of 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 financial statements,
certain reclassifications and rearrangements have
been made to the consolidated financia statements
issued domestically in order to present them in aform
which ismore familiar to readers outside Japan.

Certain reclassifications of previoudy reported

amounts have been made to conform with current
classifications.

The consolidated financial statements are stated in
Japanese yen, the currency of the country in which
ROHM CO., LTD. (the “Company”) isincorporated
and operates. The trandations of Japanese yen
amountsinto U.S. dollar amounts are included solely
for the convenience of readers outside Japan and have
been made at the rate of ¥106 to $1, the approximate
rate of exchange at March 31, 2004. Such trandations
should not be construed as representations 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 include the
accounts of the Company and all of its 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.

The significant difference between the equity in
net assets acquired at the respective dates of
acquisition and the cost of the Company’s
investments in subsidiaries and associated
companies, is being amortized over aperiod of five
years.

Pursuant to agreements on October 21,1999
between the Company and ROHM WAKO CO.,
LTD. and ROHM APOLLO CO., LTD., thetwo
subsidiaries became wholly-owned subsidiaries of
the Company on April 1, 2000, by utilizing the
share exchange procedures under the Japanese
Commercial Code (the “Code”). The excess of the
acquisition costs over the Company’s equity in the
fair value of the subsidiaries’ consolidated net
assetsisrecorded as “ Goodwill” in“Investments
and Other Assets’.

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.

(b) Cash equivalents

Cash equivalents are short-term investments that
arereadily convertible into cash and that are
exposed to insignificant risk of changesin value.

Cash equivaents include time deposits, certificate
of deposits, and mutual fundsinvesting in bonds, all
of which mature or become due within three months
of the date of acquisition.

(c) Debt and equity securities

Debt and equity securities are classified and
accounted for depending on management’ s intent.

Available-for-sale securities, which represent
securities 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 as a separate component
of shareholders’ equity. The cost of available-for-
sale securities sold is determined based on the
moving average method.

The Group classified all debt and equity securities
as available-for-sale securities.

(d) Inventories
Inventories are stated principally at cost
determined by the moving average method.
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Notes to Consolidated Financial Statements

ROHM CO., LTD. and Subsidiaries

(e) Property, plant and equipment

Property, plant and equipment are stated at cost.

Depreciation is computed principally by the
declining-balance method over the estimated useful
lives of the assets.

Estimated useful lives of the assets are principally
asfollows:
BUildingS.....cccoovevvrvvnneneseseennn 3to 50 years
Machinery and equipment.......... 2to 10 years

(f) Liability for retirement benefits

The Company and certain domestic subsidiaries
have two types of pension plans for employees;
non-contributory and contributory funded defined
benefit pension plans and accounted for the liability
for retirement benefits based on the projected
benefit obligations and plan assets at the balance
sheet date.

Certain foreign subsidiaries also have local
employees’ defined contribution pension plans.

The contributory funded defined benefit pension
plan, which is established under the Japanese
Welfare Pension Insurance Law, coversa
substitutional portion of the governmental pension
program managed by the Company on behalf of the
government and a corporate portion established at
the discretion of the Company.

In accordance with the Defined Benefit Pension
Plan Law enacted in April 2002, the Company
applied for an exemption from obligation to pay
benefits for future employee services related to the
substitutional portion which would result in the
transfer of the pension obligations and related assets
to the government upon approval. The Company
obtained approval of exemption from the future
obligation by the Ministry of Health, Labor and
Welfare on December 16, 2002.

In the current year, the Company applied for
transfer of the substitutional portion of past pension
obligations to the government and obtained
approval by the Ministry of Health, Labor and
Welfare on December 1, 2003. The Company
transferred the substitutional portion of the pension
obligations and related assets to the government on
March 26, 2004 and recognized ¥10,900 million
($102,830 thousand) as “Gain on transfer of the
substitutional portion of the governmental pension
program” in other income for the difference
between the balance of the retirement benefit
liabilities brought forward and the amount actually
transferred for the year ended March 31, 2004 .

According to the enactment of the Defined
Contribution Pension Plan Law in October 2001,
the Company and certain domestic subsidiaries will

implement a defined contribution pension plan in
the next fiscal year by which the former qualified
defined benefit pension plan will be terminated. The
Company and certain domestic subsidiaries applied
accounting treatment specified in a guidance issued
by the Accounting Standards Board of Japan (the
“ASBJ’). The effect of thistransfer was to decrease
income before income taxes and minority interests
by ¥2,205 million ($20,802 thousand) and was
recorded as “Loss on transfer to a defined
contribution pension plan” in the income statement
for the year ended March 31, 2004.

Effective April 1, 1997, the Company and certain
domestic subsidiaries changed their accounting
policy for retirement benefits for directors and
corporate auditors from the cash basis to the accrual
basis. The cumulative effect on prior years of this
change, amounting to ¥1,843 million, was
amortized over a period of five years beginning
with fiscal 1998.

Amounts payable to directors and corporate
auditors upon retirement are subject to the approval
of shareholders.

(g) Resear ch and development costs

Research and devel opment costs are charged to
“Selling, general and administrative expenses’ as
incurred.

(h) Leases

All leases of the Company and its domestic
subsidiaries are accounted for as operating leases.
Under Japanese accounting standards for |eases,
finance leases that deemed 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 “asif capitalized” information is disclosed
in the notes to the lessee’ sfinancial statements.

(i) Incometaxes

The provision for income taxes is computed based
on the pretax income included in the consolidated
statements of income. The asset and liability
approach is used to recognize deferred tax assets
and liabilities for the expected future tax
consequences of temporary differences between the
carrying amounts and the tax basis of assets and
liahilities. Deferred taxes are measured by applying
currently enacted tax laws to the temporary
differences.



()) Foreign currency transactions

All short-term and long-term monetary receivables
and payables denominated in foreign currencies are
translated into Japanese yen at the exchange rates at
the balance sheet date. The foreign exchange gains
and losses from translation are recognized in the
income statement to the extent that they are not
hedged by forward exchange contracts.

(k) Foreign currency financial statements

The balance sheet accounts of foreign subsidiaries
are trandated into Japanese yen at the current
exchange rates as of the balance sheet date except
for shareholders' equity, which istrandated at the
historical rates. Differences arising from such
translation were shown as “Foreign currency
tranglation adjustments’ in a separate component of
shareholders’ equity.

Revenue and expense accounts of foreign
subsidiaries and an associated company are
translated into Japanese yen at the average
exchange rates.

() Derivatives and hedging activities

The Group uses derivative financial instrumentsto
manage its exposures to fluctuations in foreign
exchange and interest rates. Foreign exchange
forward contracts 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
purpose.

Monetary receivables and payables denominated
in foreign currencies, for which foreign exchange
forward contracts are used to hedge the foreign
currency fluctuations, are translated at the
contracted rate if the forward contracts qualify for
hedge accounting.

Interest rate swaps that 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 expenses or
income when paid or received.

(m) Per shareinformation

Effective April 1, 2002, the Company adopted a
new accounting standard for earnings per share of
common stock issued by the ASBJ.

Under the new standard, basic net income per
share is computed by dividing net income available
to common shareholders, which is more precisely
computed than under previous practices, by the

weighted-average number of common shares
outstanding in each period, retroactively adjusted
for stock splits.

Diluted net income per share reflects the potential
dilution that could occur if securities were exercised
or converted into common stock. Diluted net
income per share of common stock assumes full
conversion of the outstanding convertible debt at
the beginning of the year (or at the time of issuance)
with an applicable adjustment for related interest
expense, net of tax, and full exercise of outstanding
warrants. Basic net income and diluted net income
per share for the years ended March 31, 2004, 2003
and 2002 are computed in accordance with the new
standard. However, diluted net income per share for
2004 is not disclosed because there isno
outstanding potentially dilutive securities.

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

(n) New Accounting Pronouncements

In August 2002, the Business Accounting Council
issued a Statement of Opinion, “Accounting for
Impairment of Fixed Assets’, and in October 2003
the ASBJissued Guidance No.6, “ Guidance for
Accounting Standard for Impairment of Fixed
Assets’. These new pronouncements are effective
for fiscal years beginning on or after April 1, 2005
with early adoption permitted for fiscal years
ending on or after March 31, 2004.

The new accounting standard requires an entity to
review its long-lived assets for impairment
whenever events or changesin circumstances
indicate that the carrying amount of an asset or asset
group may not be recoverable. An impairment loss
would be recognized if the carrying amount of an
asset or asset group exceeds the sum of the
undiscounted future cash flows expected to result
from the continued use and eventual disposition of
the asset or asset group. The impairment loss would
be measured as the amount by which the carrying
amount of the asset exceeds its recoverable amount,
which isthe higher of the discounted cash flows
from the continued use and eventual disposition of
the asset or the net selling price at disposition.

The Group is currently in the process of adopting
these pronouncements, and is not able to determine
the effect of adoption.
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Notes to Consolidated Financial Statements

ROHM CO., LTD. and Subsidiaries

3. Debt and equity securities

Debt and equity securities held by the Group as of March 31, 2004 and 2003 were classified and
included in the following accounts:

Millions of Thousands of
yen U.S. dollars
Securities classified as: 2004 2003 2004
Available-for-sale:

Cashand cash equivalents. . . .......cooveerennannnn.. ¥ 21,032 ¥ 26136 $ 198,415
Short-terminvestments. . ... ...oveeee et 17,650 21,825 166,510
IMVeStMeNt SECUMTIES. . . ..o v v ee e e 89,080 57,339 840,377
TOtA .« et ¥127,762 ¥105300 $ 1,205,302

Information regarding each category of the marketable securitiesincluded in “ Cash and cash equivaents’,
“Short-term investments” and “Investment securities’ and classified as available-for-sale at March 31, 2004
and 2003 were as follows:

Millions of yen

2004
Securities classified as: cost Uniedlized - Unredlized Far
Available-for-sde:
Equity securities. . ... ¥ 2976 ¥4,378 ¥ 6 ¥ 7348
Government and corporatebonds . ............ 98,464 239 182 98,521
Other. 21,006 69 21,075
Total ..o ¥ 122,446 ¥ 4,686 ¥188  ¥126,944

Millions of yen

2003
Securities classified as cost Unealized - Umredlized Far
Available-for-sde:
Equity securities........... ... o ¥ 2,853 ¥1,315 ¥ 308 ¥ 3,860
Government and corporatebonds ............. 74,236 263 102 74,397
Other ... 21,006 16 21,022
Total ... ¥ 98,095 ¥ 1,594 ¥410 ¥ 99,279

Thousands of U.S. dollars

2004
Securities classified as: cos Unrealized - Unredlized Far
Available-for-sde:
Equity securities. . ... $ 28,075 $41,302 $ 57 $ 69320
Government and corporatebonds . ............ 928,906 2,255 1,717 929,444
Other. ... 198,170 651 198,821

Total ... $1,155,151 $ 44,208 $1,774 $1,197,585




Available-for-sale securities included in “ Cash and cash equivalents’, “ Short-term investments’ and
“Investment securities’ whose fair value is not readily determinable as of March 31, 2004 and 2003 were

asfollows:
Carrying values
Millions of Thousands of
yen U.S. dollars
2004 2003 2004
EquUity SECUNtIES ..o\ ¥ 818 ¥ 907 $7,717
Mutual fundsinvesting in bonds
(included in “Cash and cash equivalents’) ................ 5,114
Total .. ¥ 818 ¥6,021 $7,717

Proceeds from sales of available-for-sale securities were ¥1,811 million ($17,085 thousand) and ¥7
million for the years ended March 31, 2004 and 2003, respectively. Gross realized gains and losses on
these sales, computed on the moving average basis, were ¥3 million ($28 thousand) and ¥8 million ($75
thousand), respectively, for the year ended March 31, 2004 and ¥2 million and ¥0 million, respectively,
for the year ended March 31, 2003.

The carrying values of debt securities by contractual maturities for securities classified as available-for-
sale at March 31, 2004 and 2003 were as follows:

Millions of Thousands of
yen U.S. dollars
2004 2003 2004
Dueinoneyear orless ...........c.eeeiueeeinnennnn.. ¥17,550  ¥21,769 $ 165,566
Dueinonetofiveyears. ...........c.ovieeinnnnnn... 78,321 51,890 738,878
Dueinfivetotenyears ............coovireeeinnnnnn... 2,056 19,396
Total ..o ¥ 97,927 ¥ 73,659 $ 923,840
4. Inventories
Inventories at March 31, 2004 and 2003 consisted of the following:
Millions of Thousands of
yen U.S. dollars
2004 2003 2004
Finishedproducts. . ...t ¥18,062  ¥14,648 $ 170,396
Semi-finished productsand work inprocess . ............ 20,679 17,697 195,085
Raw materialsandsupplies .............. ... ... ... 22,753 20,143 214,651
Total .. ¥61,494  ¥52,488 $ 580,132
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Notes to Consolidated Financial Statements

ROHM CO., LTD. and Subsidiaries

5. Retirement Plans

The Company and certain subsidiaries have
retirement plans for employees, directors and
corporate auditors.

Under these retirement plans, employees
terminating their employment are entitled to lump-
sum and annuity payments based on their rate of
pay at the time of termination, length of service and
certain other factors. If the termination is
involuntary, caused by retirement at the mandatory

retirement age or caused by death, the employee is
entitled to a greater payment than in the case of
voluntary termination.

“Liability for retirement benefits’ includes
retirement benefits for directors and corporate
auditors of ¥1,983 million ($18,708 thousand) and
¥2,135 million at March 31, 2004 and 2003,
respectively.

The net liability for employees’ retirement benefits at March 31, 2004 and 2003 consisted of the following:

Projected benefit obligation . ....................
Fairvalueof planassets. .......................
Unrecognized actuarial loss . . ...................

Unrecognized prior service credit

Prepaid pension cost

Liability for retirement benefits ...............

NI L

Millions of Thousands of
yen U.S. dollars
2004 2003 2004
...... ¥ 28,947 ¥ 52,381 $ 273,085
...... (21,887) (28,566) (206,481)
...... (4,011) (20,069) (37,840)
...... 8,303
...... 3,049 12,049 28,764
...... 4,356 4,753 41,094
...... ¥ 7,405 ¥ 16,802 $ 69,858

As of March 31, 2002, unrecognized prior service credit arose due to amendments made by the Company
and certain subsidiaries to the articles of the pension plans to increase the eligibility age of participants for

pension benefits.

The components of net periodic pension costs for the years ended March 31, 2004, 2003 and 2002 were as

follows:
Millions of Thousands of
yen U.S. dollars
2004 2003 2002 2004
SEIVICECOSE ..\ oo ettt ¥ 1,536 ¥2,111 ¥2670 $ 14,490
Interestcost ........... 866 1,233 1,412 8,170
Expected returnonplanassets. . ................. (501) (822 (1,026) (4,726)
Recognized actuarial loss. . .................... 1,765 1,264 577 16,651
Amortization of prior servicecredit . .. ............ (593) (580) (70) (5,594)
Gain on transfer of the substitutional portion
of the governmental pension program. . ... ...... (10,900) (102,830)
Loss on transfer to a defined contribution pension plan. . 2,205 20,802
Other . 93 207 877
Net periodic benefitcosts. .. .................. ¥ (5,529) ¥3413 ¥3563  $(52,160)

Besides the above costs, the Group paid a special retirement allowance amounting to ¥5,436 million
during the year ended March 31, 2002 and charged it to income.



Assumptions used for the years ended March 31, 2004, 2003 and 2002 were as follows:

Discountrate. . ........ccovvieinnnan..

Expected rate of returnon planassets . . ... ..

Allocation method of the retirement benefits
expected to be paid at the retirement date. .

Straight-line method

2004 2003 2002
.0% 2.0% 2.5%
2.0% 2.5% 3.0%

Straight-line method Straight-line method

based on years of service based onyearsof service  based on years of service
Amortization period of prior service credit . . . 10years 10 years 10 years
Recognition period of actuarial gain/loss. . .. 10years 10 years 10 years
6. Shareholders Equity
Japanese companies are subject to the Code to which Board of Directors.

various amendments have become effective since October
1, 2001

The Code was revised whereby common stock par vaue
was diminated resulting in al shares being recorded with
no par vaue and at least 50% of the issue price of new
sharesis required to be recorded as common stock and the
remaining net proceeds as additiond paid-in capital, which
isinduded in capitd surplus. The Code permits Japanese
companies, upon approva of the Board of Directors, to
issue shares to exigting shareholders without consideration
asadock solit. Such issuance of shares generdly does not
give rise to changes within the shareholders accounts.

The revised Code a0 provides that an amount at least
egud to 10% of the aggregate amount of cash dividends
and certain other appropriations of retained earnings
asociated with cash outlays gpplicable to each period shdll
be appropriated as alegd reserve (a component of retained
earnings) until such reserve and additiond paid-in capital
eguas 25% of common stock. The amount of total
additiond paid-in capita and lega reserve that exceeds
25% of common stock may be available for dividends by
resolution of the shareholders. In addition, the Code
permitsthe transfer of a portion of additiona paid-in capital
and legdl reserve to the common stock by resolution of the

The revisad Code diminated redrictions on the
repurchase and use of treasury stock alowing Japanese
companies to repurchase treasury stock by aresolution of
the shareholders a the generd 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 dividend plus
amount of common stock, additiona paid-in capital or
legal reserve to be reduced in the case where such
reduction was resolved at the general shareholders mesting.

The amount of retained earnings available for dividends
under the Code was ¥308,202 million ($2,907,566
thousand) as of March 31, 2004, based on the amount
recorded in the Company’s generd books of account. In
addition to the provision that requires an appropriation for a
legal reserve in connection with the cash payment, the
Code imposes certain limitations on the amount of retained
earnings available for dividends.

Dividends are gpproved by the shareholders at amesting
held subsequent to the fiscal year to which the dividends
aregpplicable. Semiannud interim dividends may dso be
paid upon resolution of the Board of Directors, subject to
certain limitationsimpaosad by the Code.

7. Research and Development Costs

Research and devel opment costs charged to income
were ¥31,381 million ($296,047 thousand), ¥31,827

million and ¥21,443 million for the years ended
March 31, 2004, 2003 and 2002, respectively.
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8. Income Taxes

The Company and its domestic subsidiaries are
subject to Japanese national and local income taxes
which, in the aggregate, resulted in normal effective
statutory tax rates of approximately 41.9% for fiscal
2004, 2003 and 2002. Foreign subsidiaries are
subject to income taxes of the countriesin which
they operate.

On March 31, 2003, atax reform law concerning

enterprise tax was enacted in Japan which changed
the normal effective statutory tax rate from
approximately 41.9% to 40.6%, effective for years
beginning on or after April 1, 2004. The effect of
this change on deferred taxes in the consolidated
statements of income for the year ended March 31,
2003 was immaterial.

The tax effects of significant temporary differences that resulted in deferred tax assets and liabilities

at March 31, 2004 and 2003 were as follows:

Millions of Thousands of
yen U.S. dallars
2004 2003 2004
Deferred tax assets:
IMVENtOresS . ... i ¥ 8,248 ¥ 7,748 $ 77811
Depreciation .. ...t 11,761 11,253 110,953
AcCCrued EXPENSES .« . oo v vt 1,636 1,667 15,434
Liability for retirement benefits . .................. 3,559 7,458 33,576
Other ... 5,738 8,015 54,132
Total ... 30,942 36,141 291,906
Deferred tax liabilities:
Undistributed earnings of foreign subsidiaries. . ... ... (41,752) (38,623) (393,887)
Prepaidpensioncost . ... (1,769) (1,991) (16,689)
Refundable enterprisetax . .............. ... ... ... (284) (2,679)
Other ... (2,157) (1,401) (20,349)
Total ... (45,962) (42,015) (433,604)
Net deferred tax liabilities. . ........... ... .o it ¥ (15,020) ¥ (5,874) $(141,698)
Deferred tax assets (liabilities) were included in the consolidated balance sheets as follows:
Millions of Thousands of
yen U.S. dollars
2004 2003 2004
Current Assets- Deferredtax assets . .. .......ooovvenn s ¥ 12,425 ¥ 14,160 $ 117,217
Investments and Other Assets - Deferred tax assets . .. ... .. 5,794 6,966 54,660
Current Liabilities - Deferred tax liabilities . ............. (381) (747) (3,594)
Long-term Liabilities - Deferred tax ligbilities ........... (32,858) (26,253) (309,981)
Net deferred tax liabilities. .. ................... ¥ (15,020) ¥ (5,874) $(141,698)




A reconciliation between the normal effective statutory tax rates and the actual effective tax rates
reflected in the accompanying consolidated statements of income for the year ended March 31, 2004 was

asfollows:

Normal effectivetaxrate ......................

Lower income tax rates applicable to income

2004

41.9%

(4.9)
(1.4)

.............................. 0.8

36.9%

Aboveinformation for 2003 and 2002 is not shown because the difference between the statutory tax rate

and the actual effective tax rate was immaterial.

9. Derivatives

The Group entersinto foreign exchange forward
contracts to hedge foreign exchange risk associated
with certain assets and liabilities denominated in
foreign currencies.

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

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

Derivative transactions entered into by the Group
have been made in accordance with internal policies
which regulate the authorization and credit limit
amounts.

Derivative contracts outstanding at March 31,
2004 and 2003 were immaterial.

10. Leases

The Company and certain subsidiaries lease
certain machinery, computer equipment and other
assets. Total lease payments under finance leases

for the years ended March 31, 2004, 2003 and 2002
were ¥27 million ($255 thousand), ¥44 million and
¥104 million, respectively.

Pro formainformation at March 31, 2004 and 2003, on an “asif capitalized” basis for finance leases
that do not transfer ownership of the leased property to the lessee were as follows:

AcCquisitioncost . ...
Accumulated depreciation .. ...................
Netleased property ..........ccovvivennnn...

Millions of Thousands of
yen U.S. dollars

Machinery and Machinery and

equipment equipment
2004 2003 2004
...... ¥172 ¥ 215 $1,623
...... 145 171 1,368
...... ¥ 27 ¥ 44 $ 255
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Pro forma obligations under finance leases on an “as if capitalized” basis at March 31, 2004 and 2003
were asfollows:

Millions of Thousands of
yen U.S. dallars
2004 2003 2004
Duewithinoneyear ............ ..., ¥ 17 ¥30 $161
Dueafteroneyear. . .........ooviiiniiii .. 10 14 94
Total .o ¥ 27 ¥44 $255

Theimputed interest expense portion isincluded in the above obligations under finance leases.

Depreciation expenses which are not reflected in the accompanying consolidated statements of income,
computed by the straight-line method were ¥27 million ($255 thousand), ¥44 million and ¥104 million for
the years ended March 31, 2004, 2003 and 2002, respectively.

11. Net Income Per Share

The average number of shares used to compute basic net income per share for the year ended March 31,
2004 was 118,784 thousand shares.

Reconciliation of the differences between basic and diluted net income per share (“EPS’) for the years
ended March 31, 2003 and 2002, were as follows:

Millions of Thousands of
yen shares Yen

For theyear ended March 31, 2003 e w:’;ge';e:m Eps
Basic EPS

Net income available to common shareholders .. ........ ¥ 52,902 118,743 ¥44551
Effect of Dilutive Securities

Convertibledebt . ..............c i 1 57
Diluted EPS

Net income for computation. . ....................... ¥ 52,903 118,800 ¥445.30
For theyear ended March 31, 2002
Basic EPS

Net income available to common shareholders .. ........ ¥ 38,953 118,671 ¥328.24
Effect of Dilutive Securities

Convertibledebt . ............... i 2 134
Diluted EPS

Net income for computation. .. .............c.coouunn.. ¥ 38,955 118,805 ¥ 327.89




12. Subsequent Events

Appropriations of retained earnings

The following appropriations of retained earnings as of March 31, 2004 were approved at the Company’s
shareholders' meeting held on June 29, 2004.

Millions of Thousands of

yen U.S. dollars
Year-end cash dividends, ¥42.50 ($0.40) pershare ................ ¥ 5,048 $47,623
BONUSESTtO AIrECtOrS . .. oot 45 425

13. Segment I nfor mation

Information about industry segments, geographical segments and sales to foreign customers of the Group
for the years ended March 31, 2004, 2003 and 2002 was as follows:

(a) Industry segments

The Group’ s main operations are manufacturing and distributing electronic components. Under Japanese
accounting regulations, the Group is not required to disclose industry segment information because its main
industry segment represented more than 90% of its total operations.

(b) Geographical segments
The geographical segments of the Group for the years ended March 31, 2004, 2003 and 2002 were
summarized as follows:

Millions of yen

2004
Japan Asia Americas Europe Eliminations/ Consolidated
Corporate
Sdlesto customers .. .. . ¥ 158,766 ¥ 161,086 ¥ 14,088 ¥ 21,690 ¥ 355,630
Interareatransfer ... ... 53,200 107,034 235 407 ¥ (160,876)
Total sdles ........... 211,966 268,120 14,323 22,097 (160,876) 355,630
Operating expenses. . . . . 172,892 212,321 14,906 21,141 (160,137) 261,123

Operatingincome (loss). . ¥ 39,074 ¥ 55799 ¥ (583) ¥ 956 ¥  (739) ¥ 94507

Total assets. .. ........ ¥372,752 ¥252,675 ¥ 32,248 ¥16,495 ¥ 172,630 ¥ 846,800
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Millions of yen

2003

Japan Asia Americas Europe Eliminations/ Consolidated
Corporate

Sdestocustomers.... ¥164,399 ¥ 148,016 ¥17,420 ¥ 20,446 ¥ 350,281
Interareatransfer .. ... 55,369 103,305 296 366 ¥ (159,336)

Total sales .......... 219,768 251,321 17,716 20,812 (159,336) 350,281
Operating expenses . . . 174,163 202,028 17,524 19,674  (159,231) 254,158
Operatingincome .... ¥ 45605 ¥ 49,293 ¥ 192 ¥ 1,138 ¥ (105 ¥ 96,123
Total assets. . ........ ¥ 359,655  ¥242,582 ¥ 35,177 ¥15,062 ¥ 153,217 ¥ 805,693

Millions of yen

2002

Japan Asia Americas Europe Eliminations/ Consolidated
Corporate
Sdestocustomers....  ¥148,777  ¥132,617 ¥ 17,084 ¥ 22,787 ¥ 321,265
Interareatransfer . . ... 68,844 81,368 4,745 1567 ¥(156,524)
Total sales .......... 217,621 213,985 21,829 24,354 (156,524) 321,265
Operating expenses . . . 189,806 176,375 21,642 23,483 (156,499) 254,807
Operating income . . . . ¥ 27815 ¥ 37,610 ¥ 187 ¥ 871 ¥ (25) ¥ 66,458

Total assets. ......... ¥365422 ¥230,459 ¥ 38,943 ¥13441 ¥ 92,362 ¥ 740,627




Thousands of U.S. dollars

2004
Japan Asia Americas Europe Eliminations/ Consolidated
Corporate

Sdlesto customers . . . . . $1,497,792 $1,519,679 $132,906 $204,623 $ 3,355,000
Interareatransfer ... ... 501,887 1,009,755 2,217 3,839 $(1,517,698)
Totalsdles........... 1,999,679 2,529,434 135,123 208,462 (1,517,698) 3,355,000
Operating expensss. . . . . 1,631,057 2,003,028 140,623 199,443 (1,510,726) 2,463,425
Operatingincome (loss). . $ 368,622 $ 526406 $ (5500) $ 9,019 $ (6972) $ 891,575
Total assets. . .. ....... $3,516,528 $2,383,727 $304,226 $155613 $1,628585 $ 7,988,679

Sales and assets are summarized by geographic area based on the countries where subsidiaries are

located.

(c) Salesto foreign customers

Salesto foreign customers for the years ended March 31, 2004, 2003 and 2002 consisted of the

following:
Millions of Thousands of
yen U.S. dollars
2004 2003 2002 2004
ASA . . ¥163,457 ¥151,371  ¥135,892 $1,542,047
AMENICES . ..ot 14,812 18,111 18,382 139,736
Burope. ... 20,598 19,342 21,039 194,321
Total sdlesto foreign customers ........... ¥198,867 ¥188824 ¥175,313 $1,876,104
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