





2007 2008 2008

Thousands of
Millions of yen U.S. dollars
.......................................................................................... ¥618,158 ¥647,846 $6,466,174
| Tt 30,519 17,998 179,639
S5) everereeraereraessaes s s et a ettt a s e s e s e s s tes st esansenasranans 12,755 (10,310)  (102,904)
........................................................................................... 579,463 540,473 5,394,480
.......................................................................................... 142,111 128,997 1,287,524
rrowings and long-term debt,
ds and capital lease OblGation .......eeeeeveeeeiererieereieeeee e 222,884 224,075 2,236,500
n and dollars):
95)——DASIC -ttt ¥ 2356 ¥ (19.00) $ (0.19)
1o SRS . 22.36 — —
......................................................................................... 5.00 3.00 0.03
.......................................................................................... 254.82 223.61 2.23
(TSE) (yen and dollars):
.......................................................................................... ¥ 399 ¥ 363 $ 3.62
.......................................................................................... 267 134 1.34

nts have been translated, for convenience only, at the exchange rate of ¥100.19 = U.5.$1.00. See Note 2 of the Notes to the Consolidated
nts.

ended March 31, 2007, the Company adopted the new accounting standard “Accounting Standard of Presentation of Net Assets in the
e Notel (b) of the Consolidated Financial Statements.







¥3.0 billion was recorded, a ¥4.0 billion decrease from
operating income recorded for the previous year.

Structural Improvement of the Building Materials
Operation

In April of 2008, NLM announced a series of measures to
achieve structural improvement of the Building Materials
Operation and an operating alliance with Sankyo-
Tateyama Holdings, Inc.

Firstly, the management system was overhauled from
top to bottom aiming at the forthcoming structure renew-
al. Secondly, the workforce is being reduced in accordance
with the market environment: Shin Nikkei Co.,Ltd. plans
to downsize 200 of regular employees and 200 of tempo-
rary employees, totally 400 of employees. Thirdly, realign-
ment and consolidation are underway at the production
sites. Fourthly, various costs are actively being cut notably
in the areas of logistics and purchasing. The anticipated
effect of above measures will be cost reduction of some
¥3.0 billion through downsizing of the workforce, some
¥4.0 billion through productivity improvements and some
¥3.0 billion through improvements in logistics and pro-
curement. Together with these, the deficit ridden Shin
Nikkei Co., Ltd., the key sector for the operation, is to
achieve some operating profit in fiscal 2008 and further
an ordinary profit in fiscal 2009.

(For information on the operating alliance with Sankyo-
Tateyama Holdings, Inc., please refer to the Special Feature
on Page 5.)

The Sale of Improper Products not in Conformity
with Fire-resistance Certification Specifications
In January 2008 NLM announced that NLM and its wholly
owned subsidiary Nikkei Panel System Co., Ltd. had sold
heat insulation panels that did not conform with fire-
retardant materials certification specifications. The prod-
ucts involved are some of heat insulation panels that were

difficult to produce using the then available technology,
sold from October 1999 to March 2005. However, since
April 2005, only the conforming products have been sold
with the certified specifications.

NLM expresses deep regret and apology for the law vio-
lation above. NLM Group is to implement group-wide
measures to prevent similar incidents from recurring and
to further reinforce and advance product safety and quali-
ty assurance systems.

Outlook for Fiscal 2008

As the economic deceleration triggered by the subprime
loan problem in the U.S. is spreading to Asia and Europe,
the anxiety has been increasing about the possibility of a
global economic downturn. In the aluminum industry, the
current high prices are expected to continue for alumi-
num ingot, the principal raw material, fuel and various
resources. In this adverse business environment, NLM
Group plans to achieve consolidated net sales of ¥660.0
billion, operating income of ¥21.5 hillion and ordinary
income of ¥14.5 billion for Fiscal 2008.

NLM Group has accumulated extensive management
resources, centering on aluminum, in areas ranging from
materials to processing. We intend to deploy these resourc-
es to the maximum effect in pursuit of increased profits in
accordance with the Mid-Term Management Plan. | would
like to ask for continuing support of our shareholders in
years to come.

June 2008



Activities of the NLM Group and Future Challenges

Question >>> One year has passed since you
became President and CEO. How

is this elapse of days for the cor-
porate performance?

Answer :






SPECIAL FEATURE

as the revolutionary one that contributes to weight reduc-
tion in cars.

In other developments, Nikkei Niigata has commenced
production of automobile suspension component of
“Radius Rod” for Nissan Motor Co., Ltd. For this, NLM has
adopted the friction welding method to realize high stabili-
ty. We are seeking to expand the market for this product.

Toyo Aluminium is enjoying brisk business of the solar
cells back sheets, a product for which demand is increasing
worldwide. It has decided to invest in the expansion of pro-
duction capacity at three sites in Japan and overseas.

We have received orders from North America and
Europe for Maxus, a specialty aluminum material for use
in nuclear fuel storage containers. Currently Nikkei Niigata
is expanding its rolling machine facilities, aiming at ship-
ments from December this year.

Nippon Electrode is also enjoying brisk business. The
demand is increasing for the bottom carbon of blast fur-
naces used in the steel industry and for the negative elec-
trode carbon for aluminum smelting.

1, 2 Please refer to the NLM Group Topics section on Page 7.

Question

Answer : Constructions are going on smoothly with Toyo
Aluminium’s paste plant in China and Nikkeikin ACT’s sec-
ond plant in China (Nikkei (shanghai) Body Parts Co.,
Ltd.). With regard to Nikkei (shanghai) Body Parts, we
receive orders for extruded material for sunroof rails in
lots of 100,000 units. In addition to the existing superb
plant of NI Nikkei Shenzhen, NLM quality control systems,
high productivity, etc. have been favorably evaluated, con-
tributing to gain customers’ trust in us. In China, with
sunroofs installed for luxury cars as the standard equip-

ment, the sale of sunroof rail are expected to grow follow-
ing the start of its full production.

Nikkei Siam Aluminium (Thailand) is also performing
well. It aims to improve quality and boost productivity by
modifying its cold rolling mill and reinforcing its finishing
equipment.

Question

Answer : Although the NLM Group is an aggregate of
business units that operate in diverse domain identities
and differ in business structure and scale, we aim to be an
aggregate of highly profitable and independent operations
in each domain identity. | would like to make the NLM
Group a business group that continues to grow, even in
adverse circumstances, by trying to nurture potential seeds
in forward-looking spirit.

Question

Answer : Business conditions in Japan and around the
world are fraught with great uncertainty, and also the
harsh business environment for NLM is likely to continue
for some time. Nevertheless, the NLM Group always keeps
its social mission in mind, seeking to achieve business
development through the management in harmony with
shareholders, business partners, employees and their
families, and local communities. | would like to ask all
our stakeholders for the continued support and encour-

agement as ever.



Commercial Production Started for the Automobile Body Plate Material
of the Honda Acura RL model.

In 2008, NLM started commercial production of FLEXCAST5000, the world’s first automobile body of
aluminum alloy plate manufactured by FLEXCASTER* technology, and commenced shipments to
Honda Motor Co., Ltd. The product is used as layer materials of the hood inner for “Acura RL”, a model
Honda sells in the U.S..

As the strength and high formability are required for the automobile body plate material,
FLEXCAST5000 is an accomplishment of joint development with Honda in pursuit of these require-
ments above.

As the NLM Group has supplied a variety of automotive materials and components, we will continue
to meet the needs for weight reduction of automobiles through the development of new technologies
and new products.







Ernst & Young ShinNihon LLC is responsible for accounting audits of NLM for fiscal 2007 based on the Companies Act and
the Financial Instruments and Exchange Act of Japan.

2. Summary of Implementation of Internal Control Systems
In order to fulfill the Corporate Governance, NLM takes it as another important management issue to develop the Internal
Control Systems for all the NLM Group employees for the purpose of risk management, compliance with laws and ordinances,
efficient job ongoing and appropriate financing activities in every aspect of NLM business process.

At the Board of Directors meeting held on May 17, 2006, a basic policy was resolved for the implementation of the
Internal Control Systems. At the same time, the Internal Control Office was established under the Executive Committee as an
organization to develop the infrastructure for the Internal Control Systems.

In July 2004, NLM established the Compliance Committee to clarify its corporate social responsibility and to effectively
implement the Internal Compliance Systems. The President&CEO chairs the committee. On April 1, 2006, NLM also established
the Group Compliance Code, which is posted on the Group intranet site, with the code leaflet distributed at the same time for
its penetration to every member in the Group companies. Concurrently, a hotline is established as the internal whistle-blower
system.

With regard to compliance awareness activities, NLM believes it very important to create an atmosphere that officers and
employees can frankly exchange opinions about their compliance fulfillment in the workplace, always with significance
of the compliance in mind. Each year NLM holds a total of more than 300 compliance meetings with all the employees
participated.

NLM has been developing the risk management system, with The Group Risk Management Regulations established in May
2006 that specifies responsible department for it and risk management guidelines, according to the risk significance level
of 1) Product and service defects, 2) Environmental problems, 3) Disasters (natural and accidental) and 4) Information
systems problems.

In accordance with the corporate regulations, NLM appropriately preserves and manages information on duty executions

of directors, which is occasionally disclosed to the statutory auditors upon their request. On May 29, 2006, NLM established
Regulations Concerning the Preservation and Management of Documents containing Important Decisions, which lays down
the criteria for the preservation and management of documents at each NLM Group company, including those of Executive
Committee decisions, miscellaneous committee minutes and the departmental decisions (approval applications, the data
and annex included).
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® Aluminium Wire and Rod Co., Ltd. ® Nikkei Sangyo Co., Ltd.

® Nikkei MC Aluminium Co., Ltd. ® Tamai Steamship Co., Ltd.
® Nikkei MC Aluminum America Inc.

® Nikkei MC Aluminum (Korat) Co., Ltd.

® Nikkei MC Aluminum (Thailand) Co., Ltd.
® Nikkei MC Aluminum (Kunshan) Co., Ltd.

@ |hara Nikkei Chemical Industry Co., Ltd.

—1l
—
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® Nikkei Extrusions Co., Ltd. ® Nikkei Sangyo Co., Ltd.

® Nikkeikin Aluminium Core Technology Co., Ltd.

® Nikkei Siam Aluminium Ltd.

® Nonfemet International(China-Canada-Japan)
Aluminium Co., Ltd.

(Ma é;ea‘#;) (#,:a‘og;)

® NLM ECAL Co., Ltd. ® Nikkei Information System Co., Ltd.
® Toyo Aluminium K.K. ® Nikkei Logistics Co., Ltd.

® Tokai Aluminum Foil Co., Ltd. ® Sumikei Nikkei Engineering Co., Ltd.
® Toyal America Inc. ® Toho Earthtech Inc.

® Toyal Europe S.A.S.U.

® Toyo Aluminium Ekco Products Co., Ltd.
ooocfeces ® Nikkei Sangyo Co., Ltd.

!

® Nikkei Panel System Co., Ltd.
® Nippon Electrode Co., Ltd.

® Nippon Fruehauf Co., Ltd.

® Matsuo Industry Co., Ltd.

® Sam-a Aluminium Co., Ltd.

® Nikkei Heat Exchanger Co., Ltd.

I
»
—

—
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® Shin Nikkei Co., Ltd. ® Shinnikkei Best System Co., Ltd.

£ 5) (#® sa

® Riken Light Metal Industrial Co., Ltd. ® Nikkei Sangyo Co., Ltd.

® Cosmo Industry Co., Ltd.
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Net Sales By Segment Total Net Assets Equity Ratio
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March 31,
2007 2008 2008
(Millions of yen) (Thousands of
U.S. dollars)
Assets (Note 2)
20
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Shareholders’ equity

Valuation and translation adjustments

Net Net Foreign Minority
Additional Treasury unrealized unrealized Revaluation  currency  interests in
Common paid-in Retained stock, gainson  gainson surplus  translation consolidated  Total net
stock capital earnings at cost securities hedges (Note 10)  adjustments subsidiaries  assets
(Millions of yen)

Balance at March 31, 2006... ¥39,085 ¥24569 ¥56,385  ¥(320) ¥5,629 ¥— ¥145 ¥01  ¥3994 ¥129,988

NetinCOMe...vvvevveerreeerennnnnes - 12,755 12,755

Cash dividends (Note 9) .eevvvvvvnnn (2,167) (2,167)
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Year ended March 31,

2007 2008 2008
(Millions of yen) (Thousands of
U.S. dollars)
(Note 2)
Cash flows from operating activities

Income (loss) before income taxes and minority iNtErests .......eeveeeeuuneees . ¥24,165 ¥(2,121) $ (21,169)
Depreciation and @mOrtization .........eeeveeerveeereerseersreeenuenseensneeeneesenene 17481 20,160 201,218
Gain on changes in equity interest in affiliates .........cooeevveniinniiniinnnies — (1,101) (10,989)
Gain on insurance Settlement ........coeveeereiiereneeriieree e — (318) (3,174)
Gain 0N 5ales Of fIXEA ASSELS ...eevrereurerererrterreereeeerte et et e e (357) — —
Loss on impairment of fiXed aSSetS ....ceeuverereeerieerereerrieeererceeeeseee e 502 11,839 118,165
Additional retirement allowance for early retirement program................... — 2,300 22,956
Cost of corrective measures for product defects .....eeeveeeeceerereeereseereseeenenes — 1,679 16,758
Land restoration EXPENSE ....ceeeuveereeeerrmeererrtereeeesenreeesaresereesereessnneen 547 — —
Loss on disposal Of fIXed SSELS ...c.vvevververuiiiueruiiiiiiiienicecrce e 391 — —
Decrease in allowance for doubtful aCCOUNTS .....eveeereeeenereeerieceeeeeene. — (1,083) (10,211)
(Decrease) increase in accrued pension and SEVErance COStS .....eeereeumveeeera (33) 309 3,084
Interest and dividend INCOME ......cceeeuiiveriiriiiiiiiiiecccccecece (514) (857) (8,554)
INEEIESE EXPENSE ¢eeeeeeenieeeteeeereeeeereerreeeeeeeeeesnnrreeeeeeeeeesnnnnreneeeeees s 3,677 3,931 39,235
Equity in earnings of affiliates ........coveervereeerseerieriieeieneeeee e (476) (350) (3,493)
(Increase) decrease in notes and accounts receivable - trade ..................... (22,217) 22,272 222,298
(Increase) decrease iN INVENTOTIES ......eevvureinuieiuiiiiiiiicciicecceecaee (9,703) 3,253 32,468
Increase (decrease) in notes and accounts payable - trade .......c.eceeeeneeen. . 18,456 (17,641; (176,074)
0]1 31T TSRS SRRRRRRNt 3,879 (2,013 (20,691)

SUBEOTAL «.vvveeeeeee ettt e 35,798 40,259 401,827
Interest and dividend iNCOME rECEIVEM ..vveeeeeeeeenrrrrrreeeeeeeeeiieeeeeeeeeeeees 614 1,075 10,730
INEErESt PRI ..evvereiiriiieiriricritcececr e (3,679) (3,951) (39,435)
Insurance proceeds received for diSaSters .......oeueevuervueriveriieneinueiieennenns — 905 9,033
Payments for corrective measures for product defects .......cceeeeevveeerennennn. . — (489) (4,881)
Payments for charges on sales of aluminum foil (Note 18) ..........cceueeneee. . (1,061; — —
INCOME TAXES PAID ..eevvereeererurernerreeterteeteeree e st esreeee s eeesaeeeesaees . (10,275)  (12,781) (127,568)
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(i) Property, plant and equipment and depreciation



(p) Appropriation of retained earnings
Appropriation of retained earnings is reflected in the consolidated financial statements for the year in which the appropriation is approved at an
ordinary general meeting of shareholders.

The Company’s retained earnings consist of unappropriated retained earnings and a legal reserve as required by the Corporation Law of Japan.
The Corporation Law provides that an amount equal to 10% of distributions from unappropriated retained earnings paid by the Company and its

27
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6. SHORT-TERM BORROWINGS AND LONG-TERM DEBT
Short-term borrowings at March 31, 2008 bore interest at annual rates ranging from 1.01% to 6.04% and mainly consisted of bank loans and
short-term notes maturing at various dates within one year.

Long-term debt at March 31, 2007 and 2008 comprised the following:

2007 2008 2008
(Millions of yen) (Thousands of
U.S. dollars)
Loans, principally from banks and insurance companies due from 2007 to 2016
with interest rates ranging from 0.80% to 4.51%:
U111 (R ¥ 36,411 ¥ — $ —
UNSECUTEH e eveeneereneeenneeeneennseenneenneeenssennessnssesnssensssssssssssennssennesnnsennns 73,106 — —
Loans, principally from banks and insurance companies due from 2008 to 2017
with interest rates ranging from 0.75% to 7.74%:
SBCUIEH + v eeeeeenneenneeeneseeneeeneeeenssennesenseesnssensesensesnsssensssnsssensesnnssennasnnns —_ 24,727 246,801
UNSECUTEH eevveeenneernnrenneerneeesneessnsenneesssesnessneessesssnesssesssnsessesssnessnnssnns — 74,695 745,534
Unsecured 3.06% honds due June 1, 2007, redeemable before due date......coeeeeeeeeeiiiinnnnnn. 708 — —
Unsecured 4.00% bonds due June 1, 2017, redeemable before due date veveeeeeeeeeneeeeneeennnnen . — 601 5,999
Zero coupon convertible bonds due September 30, 2009 (*1) ceeeeeerneirernnerernnereennnerennnes 10,024 9,964 99,451
Zero coupon convertible bonds due September 30, 2016 (*2) vevvvvvvrrmnnneiiiiiiiiiiiininnnnnee. 20,092 20,083 200,449
Capital lease obligations due from 2007 to 2029 with interest rates ranging from
B.520010 72070 eeueenrenernrenrenreneenernrensencenerensensencenssensessenssnssansssssnssnssnnnes 955 — —
Capital lease obligations due from 2008 to 2029 with interest rates ranging from
B.520010 74100 e eeeeeeeeeeeeeeeeererrennanuniesaeeaeeeeeeeeeeeeeenensensnnnnnsaaaseeeeeesaserennes — 935 9,332
141,296 131,005 1,307,565
Less: POrtion dug Within ONE VBN «eeeeuneeeereerrmnneerreeeenneeeeeeeeeennneeaeeeerrnnnesseeeeennn (28,531) (26,450) (263,998)
Total 1ong-term eDE..ueeeieeiireeiciit ettt ¥112,765 ¥104,555 $1,043,567
(*1) The details of the zero coupon convertible bonds due September 30, 2009 are summarized as follows:
StOCK type t0 DR ISSUBH: +evveererrriieiiiiieiice e . Common stock
Issue price per Stock aCqUISItION MGNE: veveeeeeeeeeeieerreeeeeeiiiirii e eeeceee None
INitial EXErCISE PriCE: vevvrreeeerieriiiiiiiiiiiittterrrrrreecccce s . ¥350 per share
TOLAl ISSUE PIICE: ¢evvrnnrirrrerrmnniereeetunner e et etenae e e e errsaee e s e e eeanaieseeeeennnne s ¥10,050 million
Exercisable period of stock acquisition FGNLS: .....eeeeeeeremeeeereeeiiieeereeereeneeeeeeens From August 9, 2004 to September 16, 2009
(*2) The details of the zero coupon convertible bonds due September 30, 2016 are summarized as follows:
StOCK TYPE 10 DB ISSUBH: +evveeeeeeerrrrrrrrnniiie e ee e e e e e e eeeeeeeeeeeeae e . Common stock
Issue price per stock acqUISItION MgNE: vevveeeeeniiiiiiiiiiiiiiiiiii e None
INitial EXEICISE PriCE: vvvvrrereerreiriiiiiiiiiittrrrrrrrrccccee s . ¥406 per share
L T T ¥20,100 million
Exercisable period of stock acquisition FightS: .....cceeeeevumneiiiiiiimeniiiiiieiiiiineeeees From August 4, 2006 to September 16, 2016
A summary of assets pledged as collateral for short-term borrowings and long-term debt at March 31, 2008 is as follows:
(Millions of yen) (Thousands of
U.S. dollars)
CaSh AN BPOSIES «.vvvvreereenaereeetieiireee ittt e ettt e e eart e e e e ear e e e s s araeeessensens ¥ 1 $ 110
Property, plant and eQUIPMENT ....ceeeeiiiiirreereieeeeei e e e e e e e e e e e e e e e e e e e eeeeeeeeeeaen 79,080 789,300
INVESEMIENE SECUTTEIES veveeeneenernnernrneeneeseeenereeenessnesnnesnessnssnessnssnesnnsssessnesnessnssnessnssnsnnesnnns 373 3,723

The aggregate annual maturities of long-term debt outstanding at March 31, 2008 are summarized as follows;

(Millions of yen) (Thousands of
Years ending March 31, U.S. dollars)
N . ¥26,450 $ 263,998
2000 1ene ettt ettt et e e et e e ee e s et e s et n e et a s e ran s arnne e traneseananesarnnnnns . 33,379 333,157
L PP PRRN . 17,544 175,108
2002 ettt et et h st e e et a st a s b st ba s e na s e s e b s e ansannesenasan . 12,860 128,356
2003 ettt ettt et et b st e b et e st a s b s e b s e n st a s et a s eansannesanasan . 11,377 113,554
TRBIEAMET et eeeeneeettee ettt ettt e et et te e e eeaeseenaneseenaneseennnssaernneseananesseransssennnesseranenns 29,298 292,424

¥130,908 $1,306,597

On August 11, 2006, the ASBJ issued ASBJ Statement No. 10, “Accounting Standard for Financial Instruments.” Effective the year ended March 31,
2007, the Company and its consolidated subsidiaries adopted this accounting standard. Prior to April 1, 2006, premium on bonds had been
recorded as other long-term liabilities in the consolidated balance sheets. Under the new accounting standard, the premium is included in long-

term debt or current portion of long-term debt.
29
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7. RETIREMENT BENEFIT PLANS
The Company and its domestic consolidated subsidiaries have defined benefit tax-qualified pension plans and a non-contributory plan covering
substantially all employees in Japan. Additional benefits may be granted to employees according to the conditions under which termination of
employment occurs. Certain foreign subsidiaries have defined contribution pension plans.

Accrued pension and severance costs at March 31, 2007 and 2008 are summarized as follows:

2007 2008 2008
(Millions of yen) (Thousands of
U.S. dollars)
Projected benefit 0BlIgatioN .......eeeeeeeerreerereriieereeeeer e e e e e e e . ¥(65,717) ¥(63,884) $(637,629)
Fair value of Plan @SSELS .eeueenreerrrumniinieiiiiiiir ettt s 27,317 24,074 240,284
(38,400) (39,810) (397,345)
Unrecognized transition 0DlIgation ....ceeeeeeeeeeemmmmmmmmmiiiiieeeeeeceeteeeeeee e 10,394 8,100 80,846
Unrecognized aCtUarial 10SS .eveeeeeeenererirmmmmniiiriiiiiiiicer et ecenna e . 149 3,565 35,583
Accrued pension and SEVETANCE COSE.eeeerrrrrrrrrmmmmmmnnnnnnneeeeeeeeeeeereeeereeeeeeeeeeeeeeenen ¥(27,857) ¥(28,145) $(280,916)
The net pension and severance costs related to retirement benefits for the years ended March 31, 2007 and 2008 are summarized as follows:
2007 2008 2008
(Millions of yen) (Thousands of
U.S. dollars)
GBIVICE COSEuuneeeerrrrnnneeeerrrrsuneeeeesssssnsseeeesssssnnneeeeessssnseesssssssnnnseesesssnnnnes ¥3,646 ¥3,903 $38,956
L A0 U 1,370 1,339 13,365
Expected return on plan assetS ..oeeeeeeeeeeiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeee e - (559) (585) (5,839)
Amortization of transition OBIGAtioN ..eeeeeeeereeeeuneierreeeeeeereerieee e eeeeaee e eeeeaneene 2,137 2,070 20,661
Amortization of unrecognized actuarial gain .....eeeeeveeeeiiiiiiiiiiii (25) (7) (70)
Net PENSION and SEVETANCE COSES .vvvvuuunnnennnnerereeerrreeeeeeeeeeemrmmrmmmennnnannaeeseeeeessasen ¥6,569 ¥6,720 $67,073
Assumptions used in calculating the above information are summarized as follows:
2007 2008
DISCOUNT FALE +vvvvveeeeeeeeneeene e eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeessasessesssssnnnnes 2.5% 2.5%
Expected rate of return 0N plan aSsetS ...vveeeeerrieiiinmmreeeeeiiiiiiinnreee e Mainly 2.5% Mainly 2.5%
Method of attributing projected benefits to periods of employee Service .....cceevevvuuenneecinnns . Straight-line basis  Straight-line basis
Period of amortization of unrecognized actuarial gain .e...eeeeeeeeeeemmeeeeeereeeemnnneneeneeeees Mainly 12 years Mainly 12 years
Period of amortization of transition Obligation ....eeeeeeeeuveeeeeeiieeiiiiiieeceeiieee 12 years 12 years

8. INCOME TAXES

The Company and its domestic consolidated subsidiaries are subject to a number of different taxes based on income which, in the aggregate,
indicate a statutory income tax rate of approximately 40.7% for the years ended March 31, 2007 and 2008.

30



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Deferred tax assets and liabilities that comprise net deferred tax assets are included in the accompanying consolidated balance sheets as follows:

2007 2008 2008
(Millions of yen) (Thousands of
U.S. dollars)
Deferred tax assets (CUMTENT ASSELS) vuveeenrreeermmmnirreetirenniieeeeetenneeeeeeeennneeseeeennn ¥5 405 ¥5,381 $53,708
Deferred tax assets (investments and Other aSsets) «eeevveveeeummmmeeneeeerereeeeeeerereememnnnnnnn. 5,881 6,356 63,439
Other long-term liabilitieS ..uueeeennneiiiiiiiiiiiiiiiiii, . (808) (309) (3,084)

In addition to the above, the Company recorded deferred tax liabilities on land revaluation surplus of ¥522 million ($5,210 thousand) at March
31,2007 and 2008 separately.

A reconciliation of the differences between the statutory income tax rate and the effective income tax rate for the year ended March 31, 2007 is
summarized as follows:

2007
SEALULOrY INCOME TAX TALE v vvvvrrnnrrrnnrreeeeeeeeeeeeeeiiarnrr e e e e e e e e e aaaaannnns . 40.7%
Increase (decrease) in taxes resulting from:
Increase in valuation allOWANCE ...vvveeerrerunereineeriieeereteeereene e et e eenaeeeenns 2.4
Permanent Non-deductible EXPENSES .. ..vveererrerreeeiriiiiiiitirrreeeeeee e 2.0
0]13 1T PP PRRPPRt 0.5
EffeCtive INCOME tAX TALE +evvrenneeeerrrrenneeereerranneeeeeerenneeeeeereanneeeeeerannsnseeennns . 45.6%

Due to the recording of loss before income taxes and minority interests, the corresponding reconciliation for the year ended March 31, 2008 has
been omitted.

9. APPROPRIATIONS OF RETAINED EARNINGS
The following appropriation was approved at the ordinary general meeting of shareholders of the Company held on June 26, 2008:

(Millions of yen) (Thousands of
U.S. dollars)
(08T T (1710 3 ¥1,634 $16,309

The Company is required to obtain the approval of shareholders at an ordinary general meeting of shareholders for appropriations of retained
earnings in conformity with the Corporation Law. Appropriations of retained earnings are, therefore, not reflected in the consolidated financial
statements for the year to which they relate but are recorded in the consolidated financial statements in the subsequent year after shareholders’
approval has been obtained.

10. REVALUATION SURPLUS

A consolidated subsidiary of the Company revalued its land used for business purposes in accordance with the Land Revaluation Law, when it was
an affiliate. As a result of this revaluation, the Company recognized its portion of the affiliate’s revaluation surplus and the related deferred tax
liabilities.

11. LEASE TRANSACTIONS

The Company and its consolidated subsidiaries charge or credit to income periodic lease payments and receipts for finance leases that do not have
options to transfer ownership of the leased assets to the lessee. Such periodic lease payments under finance lease contracts totaled ¥1,920 million
and ¥1,884 million ($18,804 thousand), and receipts under finance lease contracts totaled ¥144 million and ¥138 million ($1,377 thousand) for
the years ended March 31, 2007 and 2008, respectively. Future lease payments and receipts under finance leases and non-cancelable operating
leases, including interest, at March 31, 2007 and 2008 are summarized as follows:

2007 2008 2008
(Millions of yen) (Thousands of
U.S. dollars)
Lease payments:
DUE WIthiN ONE YBAM +vveeeveeeveenrersresseesseesseessesssesssesssesseessesssessseseesssenses . ¥3130 ¥1,860 $18,565
DUE BN ONE YBAT cevvvvreeeeennnrreeeraarnneeeessasrnnreeesseernsreeessessnneeeessssnnnneeens . 4 455 3,999 39,914
¥7,585 ¥5,859 $58,479
Lease payments:
DUE Within ONE YBAM cevevverveseereeseeseereesesensessessassessesseesaessessessensessessenses . ¥ 66 ¥ 112 $ 1,118
DUE BN ONB YBAT cevvvvreerernnerreeeieeintteeeeenereeeeseesareeee s sanrteesessmnneeees . 9 45 449

¥ 75 ¥ 157 $ 1,567
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Leased assets under finance leases, where lessors retain ownership of the leased assets, are accounted for as operating leases. If such leases had
been capitalized, then the cost of the assets, and the related accumulated depreciation (amortization), accumulated impairment loss and net
amount at March 31, 2007 and 2008 would have been as follows:
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18. CHARGES ON SALES OF ALUMINUM FOIL

On November 11, 2005, the Japan Fair Trade Commission submitted its findings, based on Article 48, Section 2 of the Antimonopoly Act of Japan,
to the Company’s consolidated subsidiaries, Toyo Aluminium K.K. and Tokai Aluminium Foil Co., Ltd., that they had violated Article 3 (prohibition
of illegal trade limitation) of the act with respect to sales of aluminum foil. These two companies accepted the findings on November 18, 2005 and
paid the related charges during the year ended March 31, 2007.

19. BUSINESS COMBINATION

On April 1, 2007, the Company acquired 55% of the outstanding shares of common stock of M.C. Aluminum Co., Ltd. (“MCA”) in exchange for a
transfer of certain of the Company’s assets and liabilities to MCA. The operating results of MCA have been included in the consolidated financial
statements since that date. MCA is engaged in production and sale of aluminum for die-cast products. Through this business integration, the
Company intends further growth in its corporate value with the synergy of the Company’s manufacturing technology and development capability
and MCA’s domestic and overseas production bases and business experience. Upon this transaction,
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2008

Aluminum Aluminum Fabricated Elimination
ingot and sheet and products Building or corporate
chemicals extrusions and others materials items Consolidated
(Millions of yen)
Sales:
CUSIOMETS eveeeerenneieenneeennneee ¥156,189 ¥ 79,375 ¥251,998 ¥160,284 ¥ — ¥647,846
INtersegment coueeeenennienninnnnnnes - 88,331 33,311 16,420 4,010 (142,072) —
TOtal eeeeeereernnereeeenns . 244,520 112,686 268,418 164,294 (142,072) 647,846
OPErating eXPenses «veeeveeevvesereerenes . 235,348 111,056 255,206 167,270 (139,032)" 629,848
Operating profit (108) +...evevveveveveven ¥ 9172 ¥ 1630 ¥ 13212 ¥ (2976) ¥ (3,040) ¥ 17,998
TOtal ASSELS +eeerrrrnmnnnnnnnaaaereeeerennnns ¥131,598 ¥ 75,859 ¥220,952 ¥123,995 ¥ (11,931)° ¥540,473
Depreciation and amortization ............ ¥ 3944 ¥ 2,759 ¥ 7,528 ¥ 5839 ¥ 90 ¥ 20,160
Loss on impairment of fixed assets......... ¥ — ¥ — ¥ 50 ¥ 11789 ¥ — ¥ 11,839
Capital expenditures .......oeveeeeeevnnnnn ¥ 57238 ¥ 5,165 ¥ 8,993 ¥ 5785 ¥ 82 ¥ 25,263
*1 Corporate items of ¥3,040 million are included. *2 Corporate items of ¥23,096 million are included.
2008
Aluminum Aluminum Fabricated Elimination
ingot and sheet and products Building or corporate
chemicals extrusions and others materials items Consolidated

(Thousands of U.S. dollars)

Sales:
CUSEOMENS ceveeernerrnerrneenneennnns
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