Consolidated Balance Sheets

Tsubakimoto Chain Co. and Consolidated Subsidiaries
As of March 31, 2004 and 2003

Thousands of
- ¢ 5. D

ASSETS 2004 2003 2004
Current assets:
Cash and cash eqUIVALENES ........oeiiiiiee i ¥ 13,681 ¥ 12,417 $ 129,445
Short-term iNVESTMENTS .ooooiiiiiiieeeeeeeeee e 97 7,257 918
Trade notes and accounts receivable:
50 71 473
32,911 29,363 311,391
TNVENTOTIES .ottt e e 20,193 23,306 191,059
Deferred taX ASSELS ...uvvviiiiieiiiiiiiie et 1,830 1,724 17,315
Other receivables:
Unconsolidated subsidiaries and affiliates ............cccoccviiiiiiiiiiiiiiiiieiiees 141 54 1,334
[0 = ol = (A Y =] SO 1,129 9,164 10,682
Allowance for doubtful receivables (297) (282) (2,810)
Total CUMENT @SSELS ..vvviiiiiiiiiiiie e 69,735 83,074 659,807
Property, plant and equipment (Note 7):
LANA e 35,938 36,105 340,032
BUildings and SEIUCLUIES .......eviiiiiiiiiiii et 41,583 41,747 393,443
Machinery and eqUipPmMeNt ..........ccciiiiiiiiiiiiiii 72,653 75,640 687,416
CoNSErUCEION TN PrOGIESS ...viiviiiiiiiiiieiie ettt 907 655 8,582
Less accumulated depreciation ... (74,774) (73,731) (707,484)
Property, plant and equipment, Net .......ccccooiiiiiiiiiiii 76,307 80,416 721,989
Investments and other assets:
Investment in securities:
Unconsolidated subsidiaries and affiliates ...........cccoccviiiiiiiiiiiiceeiiiiiin. 459 497 4,342
(01 3= S PSP PS PSPPSR PR PPPTPPPN 18,640 8,546 176,365
Long-term loans receivable 64 103 606
Deferred taX @SSELS ....iiiviiriiii it 1,883 1,958 17,816
Deferred tax assets on revaluation of [and ..........cccoovviiiiiiiiii i 2,113 2,108 19,992
Other assets (NOLE 7) vivvivveiiiiiiiiei ettt 6,524 7,096 61,728
Allowance for doubtful receivables ..........c.ccocevieriiiiiiiiiiiic e (293) (538) (2,772)
Total investments and long-term loans receivable ............ccccvevviiirennnn. 29,390 19,770 278,077
(0] =] A LY =] & ¥175,432 ¥183,260 $1,659,873

The accompanying notes are an integral part of these financial statements.
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Thousands of
- ¢ 5. D

LIABILITIES AND SHAREHOLDERS' EQUITY 2004 2003 2004
Current liabilities:
Short-term bank loans and current portion of long-term debt...........cccceevrens ¥ 18,991 ¥ 20,979 $ 179,686
Trade notes and accounts payable:
Unconsolidated subsidiaries and affiliates ..........cccccooeviiiiiiiiiiiiiiiiiiiiee e 489 479 4,627
17,395 16,727 164,585
Income taxes payable ... 1,697 996 16,056
ACCTUE EXPEINSES ..oeiviiieiriiieeeiie e ettt e ettt e et e e et bt e e ast bt e ettt e e e nteeeeantreeaaneeeeennes 3,763 2,817 35,604
Deferred tax Habilities ........ccooiiiiiiii e — 0 —
OERET s 6,060 10,064 57,338
Total current Habilities.......coiviiiiiiii e 48,395 52,062 457,896
Noncurrent liabilities:
BONAS .ottt e 2,700 8,800 25,546
Long-term loans, less current maturities ..........ccocevveiiiiiieiiicc e 28,625 35,151 270,839
Retirement benefits (NOLE 13)....cuiiiiiiieiiiiie et 11,554 17,692 109,320
Deferred tax Habilities ........ooiiiiiiii i 6,709 2,718 63,478
OBRET 7,170 3,277 67,840
Total noncurrent Habilities .............ovvvviviiiiiiiiiiiiiiieiiiiaes 56,758 67,638 537,023
MINOTItY TNEEIESES .oviiiiiii e 3,406 3,253 32,226
Shareholders’ equity:
COMMON SEOCK ©oviiiieeeieiti e 17,077 17,077 161,576
Capital SUTPLUS ..viiiiiiii e 12,653 12,653 119,718
Revaluation surplus (NOTE 9)...c.eoeieieieieiiieiieiee et (3,091) (3,097) (29,246)
Retained earnings 36,199 33,975 342,502
Net unrealized holding gains on SECUNties .........cccvveiiiiiiiiiiiiieece 7,066 1,529 66,855
Currency translation adjUSEMENnts ........c.cccoiiivirioiiiiiiic e (2,003) (865) (18,951)
67,901 61,272 642,454
TREASUTY STOCK 1.vvviiiiiiieti ettt (1,028) (965) (9,726)
Total shareholders’ eqUItY .......cccovviiiiiiiiiiiic 66,873 60,307 632,728

Total liabilities and shareholders’ equity .........cccccoviviiiiiiiiiiiciics ¥175,432 ¥183,260 $1,659,873




22

Consolidated Statements of Income

Tsubakimoto Chain Co. and Consolidated Subsidiaries
For the years ended March 31, 2004, 2003 and 2002

Thousands of

Millions of Yen U.S. Dollars
2004 2003 2002 2004
NET SALES ..ttt ¥119,141 ¥116,670 ¥113,741 $1,127,268
COST OF SALES ..ttt 87,477 85,064 82,399 827,675
GrOSS PrOFIt .ovviiiiiiii e 31,664 31,606 31,342 299,593
Selling, general and administrative eXpenses ...........ccocvveriivieniineniiieenns 23,713 24,255 25,304 224,364
Operating income 7,951 7,351 6,038 75,229
Other income (expenses):
Interest and dividend iNCOME ........coooviiiiiiiiiiiiiiiie e 250 232 382 2,366
INEEIEST EXPEMSE ©rovvviierierieriete ettt ie ettt (1,431) (1,739) (1,808) (13,539)
Equity in earnings of an affiliate .........cccoooviiiiiiiii 42 36 — 397
Foreign exchange LoSS.......viviveiiieiiiiieiee e (284) (265) (68) (2,687)
OLhET, MEL it (312) (616) (522) (2,952)
Ordinary income 6,216 4,999 4,022 58,814
Extraordinary profit (loss):
Loss on devaluation of investment securities ............ccccocovvvvvieriinneann. (42) (1,908) (1,933) (397)
Net gain on the modification of retirement benefit plan..................... 1,116 — — 10,559
Loss on disposal of iNVENLOMES........c.civiiiiieiiiicici e (664) — — (6,283)
OLhET, MEL it (89) (291) 572 (842)
Income before income taxes and minority interests ..........cccccceeee 6,537 2,800 2,661 61,851
Income taxes:

Current 2,553 1,389 490 24,156
Deferred 237 (301) 799 2,242
MINOTILY TNEEIESES Lvviviiviiiiieiee ettt (362) (181) (170) (3,425)

NEL TNCOME oottt aaaaae ¥ 3,385 ¥ 1,531 ¥ 1,202 $ 32,028

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Shareholders’ Equity

Tsubakimoto Chain Co. and Consolidated Subsidiaries
For the years ended March 31, 2004, 2003 and 2002

Thousands of
- ¢ 5. D
2004 2003 2002 2004

Common stock:
Balance at beginning of the year

2004—191,406,969 shares;

2003—191,406,969 shares;

2002—191,406,969 SNATES ......vvvvirieeeeiiiiiiie e ¥17,077 ¥17,077 ¥17,077 $161,576
Balance at end of the year

2004—191,406,969 shares;

2003—191,406,969 shares;

2002—191,406,969 SNATES ....cvvivirieeeeiiiiiie e ¥17,077 ¥17,077 ¥17,077 $161,576

Capital surplus:

Balance at beginning of the year.... ¥12,653 ¥12,653 ¥12,653 $119,718
Profit on sale of treasury stock 0 — — 0

Balance at end of the Year........cccoivii i ¥12,653 ¥12,653 ¥12,653 $119,718

Revaluation surplus:

Balance at beginning of the year...........ccooiveiiiiiiiiiic e ¥(3,097) ¥ (3,015) ¥ — $(29,303)
Net changes during the Year ............cccooviiviiiiiiiiiiieceec e 6 (82) (3,015) 57

Balance at beginning of the year............cccoooiiiiiiiiiicee e ¥(3,091) ¥ (3,097) ¥ (3,015) $(29,246)

Retained earnings:
Balance at beginning of the year...........cccooviiiiiiii ¥33,975 ¥33,500 ¥33,480 $321,459
Increase in retained earnings, resulting from consolidation
of additional subsidiaries ...........ccccovviiiiiiiiiiii — 45 — —

Increase in retained earnings, resulting from application

of the equity Method ........cooiiiiiii — 58 — —
Net income 3,385 1,531 1,202 32,028
Cash dividends Paid........ccccoveiiiiiiiiiiie s (1,132) (1,141) (1,148) (10,711)
Bonuses to directors and statutory auditors.............ccoceeviviieeiiieieiieinenias (29) (22) (34) (274)
Reversal of revaluation surplus.............ccooeiviiiiiiiiiiiii — 4 — —
Balance at end of the Year........cccoiiiiiiii i ¥36,199 ¥33,975 ¥33,500 $342,502
Unrealized holding gains (losses) on securities:
Balance at beginning of the year..........ccccooviiiiiii ¥ 1,529 ¥ 2,319 ¥ 4,031 $ 14,466
Net changes during the year .... 5,537 (790) (1,712) 52,389
Balance at end of the Year........cccooiiiiiiiiii i ¥ 7,066 ¥ 1,529 ¥ 2,319 $ 66,855
Currency translation adjustments:
Balance at beginning of the Year........cccovvvviiiiieieiieie e ¥ (865) ¥ 146 ¥ (777) $ (8,184)
Net changes during the Year .........ccoevviiiiiiieiic e (1,138) (1,011) 923 (10,767)
Balance at end of the Year..........ccooiiviiiiiiiceeee e ¥ (2,003) ¥ (865) ¥ 146 $(18,951)

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Cash Flows

Tsubakimoto Chain Co. and Consolidated Subsidiaries
For the years ended March 31, 2004, 2003 and 2002

Thousands of

Millions of Yen U.S. Dollars
2004 2003 2002 2004
Cash flows from operating activities:
Income before income taxes
and Minority TINTEIESES ....c.vviiiiiiieiiee e ¥ 6,537 ¥ 2,800 ¥ 2,661 $ 61,851
Adjustments for:
DEPrECIAtION .. i 6,083 6,736 5,611 57,555
Loss (gain) on sales of property, plant and equipment ....................... 243 93 (1,757) 2,299
Loss on devaluation of investment securities .........ccccooeevvviviiiiieerninnn. 42 1,908 1,933 397
Allowance for doubtful receivables, net ..........cccocovviriiiiniciiine (216) (134) 124 (2,044)
Retirement benefits, net ...........cccoeeenen. (6,087) 156 (242) (57,593)
Transfer to defined contribution pension plan ........c.cccceiiiiiiiinnn. 4,692 — — 44,394
Decrease (increase) in trade notes
and accounts receivable .........coovoiiiiiiii e (4,132) 1,531 4,895 (39,095)
Decrease (iNcrease) iN iNVENLOMES ......ccuvveiieieeciee e 2,223 325 (863) 21,033
Increase (decrease) in trade notes and accounts payable....................... 1,052 (3,980) (2,055) 9,954
OERT e 118 4,472 1,553 1,117
Sub total.......ooovvevieiii 10,555 13,907 11,860 99,868
Interest and dividend income received 311 225 415 2,943
Interest expenses paid ............cccovevrenean. (1,440) (1,748) (1,909) (13,625)
INCOME tAXES PATA..vivviriirieriiiiiieii ettt (1,431) (364) (2,657) (13,540)
Net cash provided by operating activities..........c.cccoooiviiiiiininnne 7,995 12,020 7,709 75,646
Cash flows from investing activities:
Increase of time deposits (due after 3 months)...........ccccoovevveiiiiciiiienan 9) (108) (144) (85)
Decrease of time deposits (due after 3 months) ........cccocvvvviviiciinncnn. 119 86 158 1,126
Payments for purchase of investments in securities..........cccooervrrrinnnnn. (2,049) (7,827) (8,464) (19,387)
Proceeds from sales of investments in SECUMTIES .....cvvvviiieeiiiiiiiiiiiiiiienns 8,107 9,557 8,847 76,705
Payments for purchase of investments in subsidiaries...............c.ccoovevn.n. (10) (0) (227) (94)
Increase in long-term loans receivable (36) (111) (13) (340)
Decrease in long-term loans receivable 55 14 14 520
Payments for purchase of property, plant
AN EGUIPIMENT 1.ttt (5,307) (5,379) (12,771) (50,213)
Proceeds from sales of property, plant and equipment.............ccooeeeinnn 8,104 754 1,882 76,677
ORI e 94 — — 889
Net cash provided by (used in) investing activities...................... 9,068 (3,014) (10,718) 85,798
Cash flows from financing activities:
Decrease in short-term bank 0ans, net...........ccccceevviviiiiiiiiicecceee, (6,463) (8,499) (3,311) (61,151)
Proceeds from long-term Loans...........coouveiiiiiiiiiiieiiic e 430 473 10,607 4,068
Repayment of ong-term L0ans ..........ccecvviriiriiiieiiieieies e (7,707) (1,050) (7,343) (72,920)
ISSUTANCE Of DONAS ...vvveiiiiiiiiiieec e 98 99 100 927
Payments on redemption of bonds .........c.coovoiiiiiiiiiiiii (100) (2,585) (2,792) (946)
Payments on installment purchases..........ccocooovvivvieiererierieeecseees (527) (412) (223) (4,986)
Cash diVIAeNdS......c.eveiiieiic e (1,132) (1,141) (1,148) (10,711)
Cash dividends for minority shareholders (74) (142) (127) (700)
Payments for purchase of treasury stock...... (69) (959) — (653)
Proceeds from sales of treasury stock ....... 6 — — 57
OB ettt — — (6) —
Net cash used in financing activities ...........ccovveveveririiiieieiiiiean (15,538) (14,216) (4,243) (147,015)
Effect of exchange rate changes on cash
and €ash GUIVALENTS .......cvvieiiiieie s (261) (104) 78 (2,469)
Increase (decrease) in cash and cash equivalents ...........cccocevevieiieieeienn, 1,264 (5,314) (7,174) 11,960
Cash and cash equivalents at the beginning of the year...........c.ccoeeiiiinnnn. 12,417 17,679 24,853 117,485
Increase in cash and cash equivalents due to inclusion of
subsidiaries in consolidation...........cccccooieinnnen. — 52 — —
Cash and cash equivalents at the end of the year ¥ 13,681 ¥ 12,417 ¥ 17,679 $129,445

The accompanying notes are an integral part of these financial statements.
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