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* Any fractional sums less than one million (or one thousand) yen are disregarded. 

1. Results of Operation 
Years ended October 31 2005 2004 
 Millions of yen Change from the 

previous year (%)
Millions of yen Change from the 

previous year (%)
Sales  46,935 3.0 45,551  12.1 
Operating income  1,917 12.0 1,711  62.8 
Recurring profit  1,955 13.7 1,720  71.9 
Net income  1,139 53.0 745  19.5 
       
Net income per share ¥109.99  ¥70.48   
Return on equity 8.3%  5.8%   
Return on assets 7.0%  6.5%   
Recurring profit/sales 4.2%  3.8%   
 

Notes: 
(1) The equities in net income of subsidiaries for fiscal years ended October 31, 2005 and 2004 were none. 
(2) The average numbers of outstanding shares (consolidated) during the years ended October 31, 2005 and 

2004 were 9,979,460 and 9,979,806 respectively.  
(3) There is no change in accounting methods.  

 
2. Assets and Shareholder’s Equity 

  Millions of yen 
Years ended October 31 2005 2004 
Assets (A) 27,208 28,721
Shareholder’s equity (B) 14,336 13,273
(B)/(A) 52.7% 46.2%
Shareholder’s equity per share ¥1,432.39 ¥1,325.89

 
Note: A number of outstanding shares (a number of treasury stocks were subtracted) at October 31, 2005 and 

2004 were 9,979,285 and 9,979,694 respectively. 
 

3. Cash Flows 
  Millions of yen
Years ended October 31 2005 2004 
Net cash provided by operating activities 468 (77)
Net cash used in investing activities (257) (310)
Net cash used in financing activities (459) 357 
Consolidated cash and cash equivalent, October 31 1,511 1,735

 
4. Consolidation and Application of the Equity Method  

Reportable subsidiaries, whose accounts were consolidated in Fiscal 2005, are 6.  
None of accounts of subsidiaries are accounted for by the equity method. 
 

5. Change of Consolidation and Application of the Equity Method 
 

New consolidated subsidiary: 1 
 

http://www.tomo-e.co.jp/index_e.html
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6. Prospects for the Year ending October 31, 2006 
  Millions of yen 
 6 months ending 

April 30, 2006 
The year ending 
October 31, 2006

Sales 24,390 46,880
Recurring profit 1,540 2,000
Net income 860 1,140
 
We expect that consolidated net income per share for the year ending October 31, 2006 will be ¥114.24. 
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1. Tomoe Engineering and Companies  
 
Tomoe Group consists of Tomoe Engineering and its 8 subsidiaries. Its group is mainly engaged in manufacture and 
distribution of centrifuges, trading of chemical products.  Business activities of the group are divided into following 3 main 
categories. “Business Segments,” which will be discussed in a later section, are based on following business activity 
segments. Since “other businesses” involve no consolidated subsidiary, “Business Segments” do not include figures 
related to them. 
 

Machinery & Equipment Business: 
Tomoe Engineering manufactures and distributes solid bowl centrifuges. Tomoe Machinery Service provides 
centrifuge users with after-sales services as well as parts. Tomoe Machinery undertakes machining and sheet-metal 
processing of centrifuge.  

 
Chemical Products Business: 

Interstella Plastics (Shenzhen) are engaged in coloring and compounding of plastic materials.  Interstella is the 
investing company and also serves a contact for purchasing and sales. Tomoe (Hong Kong) is functioning as central 
core for sales activity in China in Tomoe Group.  Tomoe Engineering (Suzhou) conducts surface-mount IC 
packaging and Tomoe Wines & Spirits distributes wines and spirits imported by Tomoe Engineering.   

 
Other Businesses: 

Tomoe Butsuryu subcontracts with the Company for transportation and warehousing. 
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2. Management Policy 
 

(1) Basic management philosophy 
Our basic management philosophy is to contribute to society and bring good life to every people involved through 
growth and development of the Company with spirit of creation and entrepreneurship and to provide our 
customers with high level of technologies and excellent products.  Based on our basic management philosophy, 
we have been in the business of production and distribution of machinery centered on solid-liquid separation 
technology and import and distribution of distinctive raw materials for chemical industries 

 
(2) Basic policy on distribution of profits 

One of our most important management goals is paying fair share of the Company’s earnings to our shareholders.  
With our eyes set on upgrading of the corporate value of the entire group through enhancement of retained 
earnings, we have implemented measures of giving back profits to stockholders allowing for profit performance, 
maintenance and continuance of stable dividend, etc. 
Based on this policy, a resolution was passed at the board of directors’ meeting on October 31, 2005 to pay 
ordinary dividend of ¥15 per share for the fiscal year ending October 31, 2005.  Expressing our hearty 
appreciations for our shareholders’ support, we will present for the consideration at the No. 76 annual 
shareholders meeting total dividend of ¥25 per share inclusive of ¥10 in commemoration of the listing to the first 
section of the Tokyo Stock Exchange. 

 
(3) Tasks to be addressed 

Tomoe Engineering and its group companies will make continued efforts to drive forward No. 7 Midterm 
Management Plan (3 years) for establishment of stable profit structure for both Machinery & Equipment Business 
and Chemical Products Business and also continue to promote reinforcement and intensification of corporate 
governance and compliance as its priority measures.     
- Machinery & Equipment Business: 

We will continue to pursue improvement of cost performance through development and marketing of new 
products, new market exploration with emphasis on USA and China and promotion of production 
rationalization.  For China, we place top priority on establishment of local production base to correspond to 
rapidly growing Chinese market.  For USA, we will start full-fledged sales activities as our sales system by 
two distributors is now in place. 

- Chemical Products Business: 
At home, we will intensify continuous development of high-value added products with “imported products, 
nano-tech, high-tech, environment” as our key words and accelerate penetration of such newly developed 
products into the market.  For overseas development, we will strengthen activities in Huanan region in China 
with Tomoe Engineering (Hong Kong) Co., Ltd. as its core.  Furthermore, we will endeavor to improve our 
profit-earning capacity based on an adequate sales structure while reducing our involvement in high-risk and 
low-return businesses. 

In July 2005, we established new “Codes of Conduct” and formed “Corporate Ethics Committee” to promote 
law-abiding management and advance corporate ethics.  We will continue to make adjustments on our company 
structure, etc. to make corporate governance and compliance more satisfactory.  Furthermore, as a part of our 
efforts to build Environmental Management System (EMS), we will strive for acquisition of ISO14001 and promote 
environment-oriented management. 

 
(4) Basic concept on corporate governance and monitoring compliance with its measures: 

(Basic concept on corporate governance) 
We recognize enhancing corporate governance is indispensable for improvement of corporate value and 
responding to the expectations of the concerned parties including shareholders.  We consider “speedy and 
efficient business operation,” “maintenance and improvement of internal control system” and “securement 
of transparency” are the bases of corporate governance. 
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(Monitoring compliance with corporate governance measures) 
1) State of management organization on corporate managerial decision-making, execution and supervising and 

other corporate governance systems: 
We adopt auditing system.  Our current management system consists of 10 directors and 4 auditors 
including 2 outside auditors.  The Board of Directors makes decisions on the basic managerial matters as 
well as on statutory matters and the matters ordained in the articles of corporation, and it is positioned as the 
organ to supervise directors on their execution of duties.  For implementation of speedy decision-making, 
we hold regular Board of Directors meeting once a month and extraordinary meetings as required.  We also 
hold Management Committee two times a month as a general rule to execute fair and efficient management 
through sharing of up-to-date information and intensive discussion and reporting on various issues such as 
the way businesses should be developed, risks involved and how to prevent and avoid such risks, etc.  We 
currently do not appoint any outside board members. 
 
The Board of Corporate Auditors consists of four auditors including two outside auditors (one of them is a 
lawyer).  Auditors attend Board of Directors’ meetings and Management Committees and deliver their 
opinions as occasion demands.  They also attend major office meetings and inspect important documents, 
etc.  They decide auditing policy independently and in cooperation with in-house audit department and 
accounting auditor, they audit operations and assets of the Company and its subsidiary companies.  
Through these activities, they closely monitor the execution of duties by directors.  
 
We have Internal Audit and Compliance Division as an internal auditing organ.  It monitors appropriateness 
and efficiency of operations by the Company and its subsidiary companies on a regular basis and give 
directions to relevant departments being audited to develop and implement specific measures for 
improvement.  

 
We appoint Chuo Aoyama Audit Corp. as our accounting auditor, who carries out independent and fair 
auditing under the agreement concluded between the two parties.  The summary of the accounting auditors 
who conducted auditing is as follows: 
-Names of CPA who conducted auditing: 

Designated company member and ordinary partner: Masao Mizuno (12 years) and Hiroyuki Kumasaka (3 
years)                            *Years of auditing experience on a continuous basis in parentheses 

-Adminicles involved in accounting audit: 
  CPA: 5 persons, Assistant CPA: 8 persons, others: 1 person 

 
2) Outline of personal and capital relationship or other interests involved including business relationship, etc. 

between the Company and outside directors and auditors: 
We do not appoint any outside directors, but two of our four auditors are outside auditors (one is a lawyer).  
This is for strengthening the function of auditors.  There are no personal and capital relationship or other 
interests involved including business relationship, etc. between the Company and the outside auditors. 
 

3) Efforts taken for enhancement of corporate governance in last one year: 
As we recognize it is our significant challenge to establish a management system that places great 
importance on compliance, “Rules on personal information protection” was established in March 2005 to 
correspond to the laws protecting personal information and we tightened our information control system.  We 
also instituted new “Codes of Conduct” in July 2005 for enhancement of compliance programs and 
established “Corporate Ethics Committee” and “Inside Informant System” and instituted “Rules of Corporate 
Ethics Committee.”  At the same time, we conducted workshop for all executives and regular employees of 
the Company and its group companies to keep everyone informed of the compliance.  

 
 



Our corporate governance system is illustrated in the following pattern diagrams: 
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(5) Parent company 

As we do not have a parent company, there is no description to be stipulated. 
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3. Operating Results and Financial Condition 
 
a. Operating results: 

(1) General condition of the current consolidated fiscal term 
The sales for the current fiscal term were 46,935 million yen, up by 3.0% from the previous term, and the recurring 
profit was 1,955 million yen, up by 13.7% from the previous term.  The net income for the current fiscal term was 
1,139 million yen, up by 53.0% from the previous term. 
 
Machinery & Equipment Business 
Although the private sector experienced slight downturn in demand, the demand from the government and public 
sector made strong showing due to renewal demand.  In overseas, the sales of machinery have increased with 
orders of large jobs not only for Asian region but also for Europe and North America.  As a result, the sales for the 
current fiscal term were 12,600 million yen, up by 12.7% from the previous term and the operating income was 
972 million yen, up by 50.8% from the previous term.   
 
Chemical Products Business 
The sales of organic raw materials increased substantially and the sales of advanced materials such as ceramics 
and nano-products were also strong.  We, however, saw sluggish growth in the sales of industrial material as we 
had no large spot orders as we did in the previous term.  For plastics and electronic materials, the sales of mold 
goods in the Chinese market were in low gear and the sales of electronic materials were down due to the early 
termination of the substrate mounting business in China.  As a result, the sales for the current fiscal term were 
34,334 million yen, down by 0.1% from the previous term and the operating income was 944 million yen, down by 
11.4% from the previous term.   
 
All in all, Tomoe Engineering and its group companies had operating income of 1,917 million yen, up by 12.0% 
from the previous fiscal term.  With non-operating income of foreign exchange gain due to weak yen toward the 
end of the term, we had recurring profit of 1,955 million yen as mentioned above.  The net income for the current 
term increased substantially from the previous term as mentioned above as we had no extraordinary losses as 
we had in the previous consolidated fiscal term.   
 

(2) Outlook for the next fiscal term (November 1, 2005~ October 31,2005) 
Machinery and Equipment Business 

We expect overseas sales may decline slightly due to decreasing demand in Europe and USA, but demand 
from the government and public sector is expected to remain strong.  As to the private sector, we already see 
some large jobs in waste plastics processing and special resin applications.  Based on this, we expect slight 
increase in overall sales.   
 
Chemical Products Business 
Sales of industrial materials and fine chemicals are expected to increase as a result of newly developed 
businesses and sales of synthetic resins are expected to be almost the same as the previous term.  We, 
however, expect decrease in sales of advance materials and electronics materials due to the termination of 
substrate mounting business.  As a result, overall sales for Chemical Products Business are expected to show 
slight decrease. 
 
Based on the above, overall sales of Tomoe Engineering and its group companies are expected to be 46,880 
million yen, down by 0.1% from the previous fiscal term and recurring profit be 2,000 million yen, up by 2.3% from 
the previous fiscal term.  Net income for the term is expected to be 1,140 million yen, which is equivalent to that 
of the previous fiscal term. 
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b. Financial condition:  
Assets as of the end of the current consolidated fiscal term were reduced by 1,512 million yen (5.3%) from the 
previous consolidated fiscal term due to the reduction of current assets and fixed assets by 1,256 million and 255 
million yen respectively.  Liabilities were reduced by 2,599 million yen (16.9%) from the previous consolidated 
fiscal term due to the reduction of bills payable, accounts payable, outstanding corporate taxes, etc. Stockholders’ 
equity was increased by 1,062 million yen (8.0%) from the previous consolidated fiscal term due to the increase in 
retained earnings.  As a result, shareholders’ equity ratio as of the end of the current consolidated fiscal term was 
increased by 6.5 point to 52.7%.   
 
With increase of net income before adjustment of tax, etc. and reduction of accounts receivable, cash and cash 
equivalent were reduced by 223 million yen (12.9%) to 1,511 million yen as of the end of the current consolidated 
fiscal term due to the decrease in purchase liabilities, payment of corporate tax, etc., repayment of long-term 
borrowings, etc.  

 
 

(Net cash provided by operating activities) 
With the increase of net income before adjustment of tax, etc. and reduction of accounts receivable, net cash 
provided by operating activities was increased by 546 million yen from the previous consolidated fiscal term to 
468 million yen due to reduction of purchase liabilities, payment of corporate tax, etc.   

 
(Net cash used in investing activities) 
Net cash used in investing activities was increased by 52 million yen from the previous consolidated fiscal 
term to negative 257 million yen as a result of less spending in acquisition of tangible fixed assets. 

 
(Net cash used in financing activities) 
Net cash used in financing activities was reduced by 817 million yen from the previous consolidated fiscal 
term to negative 459 million yen as a result of repayment of long-term borrowings, etc.  

 
Changes of the main indexes on cash flow, etc. are as follows: 

 
 

(years ended October 31) 
 
2001 

 
2002

 
2003 
 

 
2004 
 

 
2005 

 
Shareholders’ equity ratio (%) 47.4 

 
49.9 

 
52.4 

 
46.2   

 
52.7 

Shareholders’ equity ratio 
in current value (%) 

32.9 
 

23.3 
 

27.6 
 

34.1   
 

63.9 

Debt redemption years (years) 11.2 2.0 
 

50.6  -  5.9 

Interest coverage ratio 3.1   12.3 0.9  - 
 

   9.4 

 
(Notes)  
Shareholders’ equity ratio:  Shareholders’ equity/total assets  
Shareholders’ equity ratio at market value:  Aggregate market value of shares/total assets  
Debt redemption years:  Interest-bearing debt/net cash provided by operating activities  
Interest coverage ratio:  Net cash provided by operating activities /interest payment 
* Each index is calculated based on the figures in the consolidated financial statements.  
* Aggregate market value of shares is calculated as follows: 
 End-term closing share quotation x End-term outstanding balance of issued shares (after deducting company’s 
 own stock)  
 
Net cash provided by operating activities in the consolidated cash flow statement is used as net cash provided by 
operating activities.  Interest-bearing debt includes all of the interest-bearing debts accounted for the consolidated 
balance sheet. 
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c. Risks involved in businesses, etc.:  
Outlined below are the key areas where risks that might have significant influence on investors’ decision are involved 
in the businesses, etc. of our group. 
The following judgments are made at the end of the current consolidated fiscal year, although some of them are 
related to the matters in the future. 

 
(1) Seasonal change in operating results 

Under present circumstances, business performance of our group tends to be more dependent on the results of 
the second quarter of our fiscal term.  For Machinery and Equipment Business, sales for government and other 
public offices account for higher percentage and the tendency is more of such sales which are made in the 
second quarter of our fiscal term due to customers’ budget implementation, etc.  As a result, a little less than 
40% of annual sales of Machinery and Equipment Business are made in the second quarter of our fiscal term.  
However, since the sales of Chemical Products Business, which are relatively less affected by seasonal factors, 
account for higher percentage of our total sales, seasonal factors do no have significant effect on the total sales 
of our entire group. 
However, our operating income in the second quarter of our fiscal term tends to outstand as the fixed costs in 
selling, general and administration costs are almost evenly dispersed through the entire term and more of the 
Machinery and Equipment Business sales are made in the second quarter of our fiscal term.  
 

(2) Influence of exchange fluctuation 
Exchange fluctuations have influence on our export and import transactions in foreign currencies in terms of yen 
equivalent values.  Operating results and financial condition of our group might be affected by these foreign 
currency transactions, although we make efforts to minimize exchange fluctuation risks by implementing swap 
dealings and exchange contracts.  Our group has overseas subsidiary companies and prepares financial 
statements in foreign currencies.  In preparing consolidated financial statements, there is a risk associated with 
exchange fluctuation when converting into yen equivalent. 

 
(3) Potential risks in overseas operations 

Our group is involved in overseas marketing and manufacturing with a focus on China and other Southeast 
Asian countries.  Our group will monitor local situation at all times and take appropriate actions.  However, our 
group’s operating results and financial condition might be affected by unforeseen circumstances arising from 
local legal restrictions, customs, etc.  

 
(4) Risks involved in quality of manufactured products and commercial goods 

The products manufactured by our group are manufactured paying due attention based on systematic quality 
control.  However, maintenance and repair or replacement might be required due to unforeseen troubles of 
relevant products.  Also, since our group is not directly involved in manufacturing of many of imported raw 
materials, defects that our group is not directly associated with may occur and we might be obligated to cease 
sales and collect such materials.  Although we are prepared to take prompt and appropriate actions to cope 
with the risks involved in quality of manufactured products and commercial goods, it may result in affecting our 
group’s operating results and financial condition. 

 
(5) Risks involved in new investment 

We are trying to develop businesses of higher added values.  To do this, we are required to implement 
aggressive measures such as investments, acquisition of trade rights, etc.  Since these measures may involve 
higher potential risks than conventional business risks, it might affect operating result and financial condition of 
our group. 
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Consolidated Financial Statements 
 
(1) Balance Sheets 
 
Years ended October 31, 2005 and 2004 Thousands of yen
Assets 2005 2004 Changes 
Current assets  
Cash and deposits 1,611,339 1,835,006 (223,667)
Trade receivables                              (Note 4) 15,570,146 17,106,755 (1,536,608)
Inventories 4,074,197 3,785,435 288,762
Deferred tax assets 505,720 440,189 65,530
Other current assets 451,567 254,895 196,672
Allowance for doubtful receivables (130,696) (83,158) (47,542)

  
Total current assets 22,082,276 23,339,128 (1,256,852)

  
Fixed assets  
Tangible fixed assets  
 Buildings 2,153,181 2,116,545 
 Accumulated depreciation (1,223,62) (1,137,003) 

Net 929,718 979,541 (49,822)
   
 Machinery, equipment & vehicles 3,170,205 3,077,932 
 Accumulated depreciation (2,241,297) (2,122,032) 

Net 928,907 955,899 (26,992)
  
 Land 975,451 975,451 0
   
 Other fixed assets 976,745 931,049 
 Accumulated depreciation (847,350) (817,776) 

Net 129,394 113,272 16,121
 

Total tangible fixed assets 2,963,472 3,024,166 (60,693)
    
Intangible fixed assets 14,268 18,399 (4,130)
    
Investments and others  
 Investments in securities                     (Notes 1, 2) 1,343,744 1,009,804 333,939
 Guarantee deposits 359,918 552,877 (192,959)
 Deferred tax assets 149,938 330,715 (180,776)
 Financial derivative 143,792 － 143,792
 Financial derivative loss － 259,740 (259,740)
 Other investments 240,005 313,300 (73,295)
 Allowance for doubtful receivables (88,610) (126,516) 37,906
    
 Total investment and others 2,148,788 2,339,922 (191,134)
  

Total fixed assets 5,126,529 5,382,487 (255,957)
    
 Total assets 27,208,805 28,721,616 (1,512,810)
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Thousands of yen

Liabilities and Shareholder’s Equity 2005 2004 Change 
Current liabilities  
Trade-payables                                (Notes 2,4) 7,316,526 9,343,317 (2,026,790)
Short-term debt                                (Note 7) 2,320,060 2,342,421 (22,361)
Account payable-others 801,507 666,249 135,258
Accrued income tax 313,983 711,725 (397,741)
Advances from customers 134,734 226,622 (91,888)
Accrued bonuses 11,483 0 11,483
Other current liabilities 1,049,580 893,451 156,129

  
Total current liabilities 11,947,877 14,183,788 (2,235,911)

  
Long-term liabilities  
Long-term debt  450,000 644,019 (194,019)
Accrued pension and severance liabilities  22,788 28,527 (5,738)
Officer’s retirement allowance 193,910 241,730 (47,820)
Financial derivatives 143,792 0 143,792
Financial derivatives profit 0 259,740 (259,740)

Total long-term liabilities 810,490 1,174,016 (363,525)
  

Total liabilities 12,758,368 15,357,805 (2,599,437)
  

Minority interests 114,324 90,230 24,093
  

Shareholder’s equity  
Common stock                                 (Note 5) 1,061,210 1,061,210 0
Capital surplus 1,483,410 1,483,410 0
Retained earnings 11,863,794 10,401,120 868,380
Unrealized gains and losses on marketable securities and 
investments 

295,905 118,285 177,620

Foreign currency translation adjustment  (5,744) (22,788) 17,043
  

Issued shares reacquired                        (Note 6) (362,462) (361,951) (510)
  
Total shareholder’s equity 14,336,113 13,273,579 1,062,533
  

Total 27,208,805 28,721,616 (1,512,810)
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(2) Statements of Consolidated Income  
 
Years ended October 31, 2005 and 2004  Thousands of yen
 2005 2004 Change 
Sales                                        (Note 2) 46,935,306 45,551,561 1,383,744
Cost of sales  38,802,261 37,901,060 901,200

Gross profit 8,133,044 7,650,500 482,543
  
Selling, general and administrative              (Notes 1, 2) 6,215,744 5,939,194 276,549

Operating income 1,917,300 1,711,306 205,994
  

Other income  
 Interests  9,185 8,281 
 Dividends 33,720 45,352 
 Rents 25,531 13,151 
 Foreign exchange profit 8,393 0 
 Sundry 59,264 40,575 

Other income total 136,094 107,360 28,734
 

Other expenses  
 Interests 55,860 38,143 
 Discounts on bills of exchange 1,290 1,274 
 Commitment fee 20,019 0 
 Listing expenses 0 27,150 
 Foreign exchange loss 0 12,376 
 Sundry 20,831 19,507 
 Other expense total 98,001 98,451 (449)
   

Recurring profit 1,955,393 1,720,215 235,177
   

Extraordinary gains  
 Realized gains on property and equipment    (Note 3) 2,118 0 
 Realized gains on investment securities 0 15,001 
 Reversal for allowance for doubtful receivables  0 7,660 

Extraordinary gains total 2,118 22,661 (20,543)
  
Extraordinary losses  

 Realized losses on property and equipment   (Note 4) 0 2,159 
 Written-off losses on property and equipment  (Note 5) 2,052 3,971 
 Realized losses on investment securities 0 3,497 
 Depletion losses                           (Note 6) 0 73,939 
 Liquidation losses for subsidiary company 0 140,444 
 Provision for allowance for doubtful receivables 1,390 31,655 
 Written-off losses on memberships 0 6,300 

Extraordinary losses total 3,442 261,967 (258,524)
  

Recurring profit 1,954,068 1,480,909 473,159
  

Income tax   
 Current  804,490 933,805 
 Deferred  (8,448) (164,201) 

Income taxes total 769,041 769,603 26,437
  
Losses on minority interests 18,484 (33,697) 52,181

  
Income from consolidated operations 1,139,542 745,003 394,539
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(3) Consolidated Retained Earnings 
 
Years ended October 31, 2005 and 2004  Thousands of yen
 2005 2004 Change 
 
 
 

Surplus at opening of the period 148,410 148,410 0

 Balance, beginning of year Retained earnings 10,995,414 10,401,120 594,294
 Net income 1,139,542 745,003 394,539

Total 12,134,956 11,146,123 
 Deduct:  

 Cash dividend paid 229,532 129,739 
 Officer’s bonuses 41,630 20,970 

 <Including Corporate Auditor’s bonuses> <10,290> <5,580> 
Total 271,162 150,709 120,453

 Balance, end of year 11,863,794 10,995,414 863,380
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(4) Statements of Consolidated Cash Flows 
 
Years ended October 31, 2005 and 2004 Thousands of yen
 2005 2004 Change 
Operating activities    
 Net income before income taxes 1,954,068 1,480,909 473,159
 Adjustments to reconcile net income to net cash provided 

by operating activities 
 

 Depreciation and amortization 319,947 354,392 (34,445)
 Increase (decrease) in accrued bonus 11,483 － 11,483
 Increase (decrease) in accrued pension and severance liabilities (5,738) (114,373) 108,634
 Increase (decrease) in officer’s retirement allowance (47,820) 26,060 (73,880)
 Provision for doubtful receivables 9,636 (50,580) 60,216
 Liquidation losses for subsidiary company － 140,444 (140,444)
 Interest and dividend income (42,906) (53,633) 10,727
 Interest expense 55,860 38,143 17,717
 Losses (gains) on foreign exchanges (20,841) 1,114 (21,955)
 Realized gains on investment securities  － (11,503) 11,503
 Realized losses on property and equipment (2,118) 2,145 (4,263)
 Write-off of property and equipment 2,052 3,971 (1,918)
 Depletion losses － 73,939 (73,939)
 Other extraordinary losses － 6,300 (6,300)
 Decrease (increase) in trade receivables 1,554,623 (4,094,296) 5,648,920
 Decrease (increase) in inventories (272,883) (746,977) 474,094
 Increase (decrease) in trade payables (2,045,347) 2,718,320 (4,763,668)
 Increase in account payable-others 134,228 147,101 (12,872)
 Increase (decrease) in advances from customers (91,888) 129,941 (221,830)
 Increase (decrease) in accrued consumption tax 62,695 (7,501) 70,466
 Officer’s bonuses (41,630) (20,970) (20,660)
 Others 172,605 202,170 (29,565)
 Sub total 1,706,297 225,117 1,418,179
   
 Interests and dividends received 43,774 54,742 (10,968)

 Interests paid (49,747) (46,903) (2,843)
 Income taxes paid (1,231,856) (310,918) (920,937)

Net cash provided by operating activities 468,468 (77,962) 546,430
  
Investing activities  
 Increase in time deposits (100,000) (100,000) 0
 Decrease in time deposits  100,000 100,000 0
 Expenditures for properties and equipment (269,267) (405,110) 135,843
 Proceeds from sales of properties and equipment 10,047 569 9,478
 Acquisition of investment securities (33,406) (23,159) (10,247)
 Proceeds from sales of investment securities － 42,220 (42,220)
 Collection of loans receivable 45,651 58,801 (13,149)

 Increase in loans receivable (5,370) (14,050) 8,680
 Decrease in guarantee deposits (6,614) 992 (7,606)
 Decrease in other investments 1,120 29,234 (28,114)

Net cash used in investing activities (257,838) (310,502) 52,663
    
 
Financing activities  
 Increase in short-term debt (23,982) 1,209,539 (1,233,522)
 Increase in long-term debt － 900,000 (900,000)
 Repayment of long-term debt (510) (1,622,154) 1,416,483
 Reacquisition of issued shares of stocks (229,532) (239) (271)
 Cash dividends paid (229,532) (129,739) (99,793)

 Net cash used in financing activities (459,697) 357,406 (817,104)
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Cash and cash equivalents   
 Effect of exchange rate changes  25,400 (3,982) 29,383
 Increase in cash and cash equivalents (223,667) (35,040) (188,626)
 Cash and cash equivalents at the beginning of year 1,735,006 1,770,047 (35,040)
 Cash and cash equivalents at end of year     (Note 1) 1,511,339 1,735,006 (223,667)
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Basis of Financial Statements and Summary of Significant Accounting Policies 
 
Significant basic matters in preparing consolidated financial statements  
 
1. Scope of consolidation: 

Year ended October 31, 2005: 
(1) Number of consolidated subsidiaries: 6 

Names of consolidated subsidiaries are  
Tomoe Machinery Co., Ltd. 
Tomoe Machinery Service Co., Ltd. 
Interstella Co., Ltd. 
Interstella Plastics (Shenzhen) Co., Ltd. 
Tomoe Engineering (Suzhou) Co., Ltd. 
Tomoe Engineering (Hong Kong) Co., Ltd. 

 
Tomoe Engineering (Hong Kong) Co., Ltd. is the 100% owned subsidiary founded in this consolidated fiscal 
term and we include it in the scope of the consolidation from this consolidated fiscal term. 
 

(2) Names of main unconsolidated subsidiaries: 
Tomoe Butsuryu Co., Ltd. 
Tomoe Wine & Spirits Co., Ltd. 

 
Reason for excluding from scope of consolidation: 

Above two unconsolidated subsidiaries are excluded from scope of consolidation because they are 
small-scale companies and their total assets, sales, net income and loss for the current fiscal term (in amount 
appropriate for equity) and retained earnings (in amount appropriate for equity) have no significant effects on 
consolidated financial statements. 
 

Year ended October 31, 2004: 
(1)  Number of consolidated subsidiaries: 5 

Tomoe Machinery Co., Ltd. 
Tomoe Machinery Service Co., Ltd. 
Interstella Co., Ltd. 
Interstella Plastics (Shenzhen) Co., Ltd. 
Tomoe Engineering (Suzhou) Co., Ltd. 

 
Note that Shenzhen Stella Plastics Co., Ltd. was liquidated in March 2004. 
 

(2) Same as the above for the year ended October 31, 2005 
 
2. Matters related to applying equity method: 

Year ended October 31, 2005: 
(1) Number of unconsolidated subsidiaries equity method is applied:  None 
(2) Number of consolidated subsidiaries equity method is applied:    None 
(3) Names of main unconsolidated subsidiaries and affiliated companies equity method is not applied: 

Tomoe Butsuryu Co., Ltd. 
Tomoe Wine & Spirits Co., Ltd. 

 
Reason for not applying equity method: 

Investments in the above two unconsolidated subsidiaries are appraised by cost method instead of equity 
method as they have no major effects on consolidated net income or loss, consolidated retained earnings, 
etc. and are not important in totality.  

 
Year ended October 31, 2004:  Same as the above for the year ended October 31, 2005 
 

3. Business year, etc. of consolidated subsidiaries: 
Year ended October 31, 2005: 
As fiscal terms of Interstella Co., Ltd., Interstella Plastics (Shenzhen) Co., Ltd., and Tomoe Engineering (Suzhou) Co., 
Ltd. end on December 31, their accounts are provisionally closed on September 30 of the respective fiscal term and 
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Tomoe Engineering (Hong Kong) Co., Ltd. ends on September 30.  Therefore, as for 4 companies including Tomoe 
Hong Kong, necessary adjustments required for consolidation are made on important transactions among 
consolidated companies from October 1 to the closing dates.  
 
Year ended October 31, 2004: 
As fiscal terms of Interstella Co., Ltd., Interstella Plastics (Shenzhen) Co., Ltd., and Tomoe Engineering (Suzhou) Co., 
Ltd. end on December 31, their accounts are provisionally closed on September 30 of the respective fiscal term and 
necessary adjustments required for consolidation are made on important transactions among consolidated 
companies from October 1 to the closing dates. 
 

4. Accounting procedure standard: 
 Year ended October 31, 2005: 
(1) Appraisal standard and appraisal method for important assets: 

1) Appraisal standard and appraisal method for securities: 
 Other securities 
 Assets with market value: 

Market value method based on market value, etc. on the closing date (All of appraisal differences are 
processed by capital infusion method and cost of sales is calculated by moving average method.) 

Assets without market value: 
Cost method by moving average method  

2) Appraisal standard and appraisal method for inventories: 
Goods: Cost method based on moving average method (cost method based on individual method for 

certain specific goods) 
Finished products and products in process:  Mainly cost method based on individual method 
Raw materials:  Mainly cost method based on first-in first-out method 
Supplies:  Last cost method 

 
(2) Depreciation method for important depreciation assets: 

1) Tangible fixed assets: 
Fixed rate method is mainly applied for depreciation, while fixed amount method is applied for the 
buildings excluding accessory equipment acquired on or after April 1, 1998. 
Meanwhile, service lives of the main assets are as follows: 
Buildings and structures: 5~47 years 
Machinery and vehicles: 2~15 years 
(Depreciation assets of small amount) 
Assets with acquisition price of ¥100,000 - less than ¥200,000 will be accounted for as assets, and 
method of equal installment in three years is adopted for depreciation. 

2) Intangible fixed assets: 
Software:  Equal installment method based on estimated utilizable period (5 years) is adopted. 
 

(3) Allocation standard of important reserves: 
1) Bad debt reserves: 

Mainly preparing for bad debts, estimated non-recoverable amount is accounted for by loss ratio for 
general debts and collectability of specific debts such as doubtful debt is taken into consideration 
individually. 

2) Accrued Bonuses: 
To appropriate for bonuses in accordance with our pay regulation for employees of consolidated 
subsidiaries, accrued bonuses are accounted based on estimated amount to be supplied.  

3) Accrued pension and severance liabilities: 
Preparing for employee’s accrued pension, the amount acknowledged being incurred as of the end of the 
current consolidated fiscal term is accounted for based on estimated amount of accrued pension debts 
and pension assets as of the end of the current consolidated fiscal term.   
Meanwhile, mathematical calculation difference is processed proportionately as cost in each consolidated 
fiscal term of its occurrence by equal installment method based on certain number of years (10 years) 
within employees’ average remaining work period. 

4) Officer’s retirement allowance: 
Term-end payable allowances based on the bylaw are appropriated to prepare for payment of officer’s 
retirement allowances. 
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(4) Process method of important lease transaction: 
Finance lease transactions other than those in which ownership of leased objects is acknowledged being 
transferred to lessee are processed in accordance with the method for ordinary rental transactions.  

 
(5) Method of important hedge accounting: 

1) Method of hedge accounting: 
Deferred hedge accounting is adopted.   
For exchange contracts and currency swaps, appropriated process is adopted if requirements for 
appropriated process are satisfied.  Special process is adopted for interest swaps if requirements for 
special process are satisfied. 

2) Means for hedging and objects for hedging: 
Means for hedging         Objects for hedging
Interest swaps             Interest rate fluctuation on borrowings 
Exchange contracts and    Exchange rate fluctuation for 
currency swaps            debts and credits in foreign currencies 

3) Hedge policy: 
We hedge risks against fluctuation of exchange rate, interest rate, etc.  In principle, we hedge risks 
based on actual demand and no derivative transactions are made for speculation purpose. 

4) Appraisal method of hedge effectiveness:  
We make our hedge transactions in accordance with our risk management method and acknowledge that 
the correlation between means for hedging against fluctuation of exchange rate, interest rate, etc. and 
objects for hedging are completely justified. 

 
(6) Other important matters in preparing consolidated financial statements: 

 
1) Accounting procedure for consumption tax, etc: 

Accounting procedure for consumption tax and local consumption tax is in accordance with net of tax 
method. 

Year ended October 31, 2004:  Same as the above for the year ended October 31, 2005 except for: 
(2) 2) Intangible fixed assets: 

Equal installment method is adopted.  However, equal installment method based on estimated 
utilizable period (5 years) is adopted for software for our own use. 

(3) 2) Accrued Bonuses:  None 
 
5. Matters related to asset and debt appraisal of consolidated subsidiaries: 

Year ended October 31, 2005: 
Full market value appraisal method is adopted for appraisal of asset and debt of consolidated subsidiaries. 
 
Year ended October 31, 2004:  Same as the above for the year ended October 31, 2005 
 

6. Matters related to handling of profit appropriation, etc: 
Year ended October 31, 2005: 
Consolidated surplus statement is prepared based on appropriation of net income of consolidated subsidiaries 
finalized during the consolidated fiscal term. 
 
Year ended October 31, 2004:  Same as the above for the year ended October 31, 2005 

 
7. Range of funds in consolidated cash flow statement: 

Year ended October 31, 2005: 
Funds (cash, cash equivalent, etc.) in consolidated cash flow statement consist of cash on hand, deposits derivable 
as needed and easily convertible and yet short-term investments with maturity date within three months from 
acquisition date bearing small risks only in price fluctuation.      

 
 Year ended October 31, 2004:  Same as the above for the year ended October 31, 2005 
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Change in accounting procedure: 
Year ended October 31, 2005:  None 
 
Year ended October 31, 2004: 
(Accounting standard for depletion of fixed assets) 
As “Accounting standard for depletion of fixed assets” (“Report on establishment of accounting standard for 
depletion of fixed assets” (Corporate Accounting Council August 9, 2002)) and “Application guidance of accounting 
standard for depletion of fixed assets” (Corporate Accounting Standard Committee October 31, 2003 Corporate 
Accounting Standard Application Guidance No. 6) can be applied for consolidated fiscal terms ending on or after March 
31, 2004, we have adopted above accounting standard and application guidance from the current consolidated fiscal 
term.  As a result, net profits before tax adjustment, etc. for the current fiscal term are reduced by 73,939 thousand yen.  
 
Description Changes: 
Year ended October 31, 2005: 
(Profit-and-Loss Statement) 
The amount of “Commitment fee” was included in “Sundry” of “Other expenses” in the previous consolidated fiscal term, 
but this expense item is stated separately in the current consolidated fiscal term since it exceeded 10/100 of the total 
amount of “Other expenses.” 
In the meantime, the amount of “Commitment fee” in the previous consolidated fiscal term was 9,257 thousand yen. 
 
Year ended October 31, 2004:  None 
 
Additional Information: 
Year ended October 31, 2005: 
(Pro Forma Standard Taxation) 
The “Law on amendment of part of Local Tax Law, etc.” (Law No.9 of 2003) was officially announced on March 31, 2003 
and the Pro Forma Standard Taxation System was introduced for fiscal term commencing April 1, 2004 or later.  Added 
value allocation of corporate enterprise tax and capital allocation are hereby accounted for in selling expense and general 
and administration expenses in accordance with the “Practical handling of description in profit-and loss statement for the 
portion of Pro Forma Standard Taxation in corporate enterprise tax” (Practical Response Report No. 12 of Business 
Accounting Standard Committee dated February 13, 2004). 
As a result, selling expense and general and administration expenses were increased by 29,625 thousand yen and 
Operating income, Recurring profit and Income from consolidated operations for the current consolidated fiscal term were 
decreased by the same amount respectively. 
 
Year ended October 31, 2004:  None 
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Notes to Consolidated Financial Statements 
 
(Consolidated balance sheet) 
Year ended October 31, 2005  (Thousands of yen)
 
*1 For unconsolidated subsidiaries and affiliated companies: 

Investment securities (stocks)               51,500  
 
*2 (Collateral assets) 

A portion of the assets is pledged as collateral.  Details are as follows: 
   Pledged assets amount               Secured liabilities amount 

  Investments                         Bills payable &     
      Securities:  199,072                accounts payable:  144,872 

 
3 Contingent liabilities:              

* Liabilities for guarantee: 
Liabilities for guarantee on bank borrowings for home ownership financing of employees: 
 
    Employees (home ownership financing for employees)    18,831 
 

*4 None 
 

*5 Total number of issued stocks:      Common stocks  10,533,200 shares 
 
*6 Own shares: 
     The shares owned by consolidated companies who submitted 
     consolidated financial statement:   Common stocks    553,915 shares 
 
*7 The holding company of the group concluded overdraft contract and loan commitment contract with main 

correspondent financial institutions for enabling efficient operating funds raising.  Unrealized borrowing balance is as 
follows: 

 
Limit of overdraft and total amount of loan 
commitment 

6,650,000 

Balance of executed borrowings 1,022,000 
Balance 5,628,000 
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(Consolidated balance sheet) 
Year ended October 31, 2004  (Thousands of yen)
 
*1 For unconsolidated subsidiaries and affiliated companies: 

Investment securities (stocks)               ¥51,500  
 
*2 (Collateral assets) 

A portion of the assets is pledged as collateral.  Details are as follows: 
   Pledged assets amount               Secured liabilities amount 
 Investments                      Bills payable &     
 Securities:  ¥158,090            accounts payable: ¥159,010 

 
3  Contingent liabilities:              

* Liabilities for guarantee: 
Liabilities for guarantee on bank borrowings for home ownership financing of employees: 
 
    Employees (home ownership financing for employees)    ¥27,116 
 

*4 Term-end maturing bills are cleared on bill clearing date.  Since the last day 
of the current consolidated fiscal term was holiday for banking institutions, 
bills maturing on the last day of the succeeding fiscal term are included in 
term-end balance. 
 
     Bills receivable ¥523,757
     Bills payable ¥192,594
 

*5 Total number of issued stocks:      Common stocks  10,533,200 shares 
 
*6 Own shares: 
     The shares owned by consolidated companies who submitted 
     consolidated financial statement: 
                                      Common stocks    553,506 shares 
 
*7 The holding company of the group concluded overdraft contract and loan 

commitment contract with main correspondent financial institutions for 
enabling efficient operating funds raising.  Unrealized borrowing balance  
is as follows: 
Limit of overdraft and total amount of loan 
commitment 

¥6,650,000

Balance of executed borrowings ¥1,670,000 
Balance ¥4,980,000
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(Consolidated profit and loss statement) 
Year ended October 31, 2005  (Thousands of yen)
 
*1 Main expense items and amount in selling costs and general 
    administrative costs are as follows: 

Packing and freight costs 799,150
Accrued pension costs 132,703
Money transferred for officer’s retirement allowance 42,570
Employee’s salary costs 1,837,583
Welfare costs 401,474
Traveling and transportation costs 334,339
Depreciation costs 102,857
Rent 353,243
Fatigue duty costs 2,339

 
*2 Research and development costs included in general administrative costs 

and manufacturing costs for the current term are 232,002 thousand yen.  
 
*3 Profit on sale of fixed assets:   
 Machinery and vehicle                                               2,118 
 
*4 Loss on sale of fixed assets:                                          None 
 
*5 Loss on removal of fixed assets: 

Machinery and vehicle 644
Others 1,407

Total 2,052
 
*6 Depletion loss:                                                       None 
 
Year ended October 31, 2004  (Thousands of yen)
 
1 Main expense items and amount in selling costs and general 
    administrative costs are as follows:  

Packing and freight costs 801,522
Accrued pension costs 139,991,
Money transferred for director’s retirement allowance 35,360
Employee’s salary costs 1,805,581
Welfare costs 377,715
Travelling and transportation costs 335,684
Depreciation costs 100,938
Rent 370,106
Fatigue duty costs 2,922

 
*2 Research and development costs included in general administrative costs 

and manufacturing costs for the current term are 207,758 thousand yen. 
 
*3 Profit on sale of fixed assets:                                              - 
 
*4 Loss on sale of fixed assets: 

Machinery and vehicle                                                 2,159 
 
*5 Loss on removal of fixed assets: 

Machinery and vehicle 2,761
Others 1,209

Total 3,971
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*6 Depletion loss: 
Our group accounted for depletion loss on the following assets: 

 
Location Intended Purpose Type Amount (¥1,000) 
Minami Saku-gun, Nagano Pref. idle land land 67,594 
Ito-shi, Shizuoka Pref. idle land land 4,690 
Nasu-gun, Tochigi Pref. idle land land 1,654 
Total   73,939 

 
 

The assets of our group are divided into three groups, machinery and 
equipment manufacturing and sales operation, chemical products sales 
operation and idle assets.  Since land value has sharply declined against 
the book value in the current fiscal term, the book value of the idle assets 
(land) was reduced to the level of recoverable value and extraordinary loss 
in the amount of 73,939 thousand yen was accounted for.  In the meantime, idle 
land is measured from net sale value and appraised based on reasonably 
adjusted appraisal value of the fixed assets. 
 
 

 
 
 
(Consolidated cash flow statement) 
Year ended October 31, 2005  (Thousands of yen)
 
*1 Relation with “cash and cash equivalent at end of year” and the amount of the accounts listed in the consolidated 

balance sheet: 
 

Cash and deposit account 1,611,339
Time deposits over three months (100,000)
Cash and cash equivalent 1,511,339

 
Year ended October 31, 2004  (Thousands of yen)
 
*1 Term-end balance of cash and cash equivalent and relation with the amount of the accounts listed in the 

consolidated balance sheet: 
 

Cash and deposit account 1,835,006
Time deposits over three months (100,000)
Cash and cash equivalent 1,735,006
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(Lease) 
Year ended October 31, 2005  (Thousands of yen)
 
Finance lease transactions other than those of which ownership of leased item is acknowledged to be transferred to 
lessee: 
1. Acquisition price equivalent, accumulated depreciation equivalent, accumulated depletion loss equivalent of leased 

items and term-end outstanding balance equivalent:  
                                                        

                          Acquisition price  Accumulated  Accumulated    Term-end 
                          equivalent        depreciation  depletion loss    outstanding 
                                           equivalent    equivalent       balance 
                                                                        equivalent  
Machinery and vehicles          21,500         14,333          ---            7,166 
Spare parts and tools           217,573         116,857         ---          100,716 
                 Total        239,073         131,190         ---          107,882 

 
2. Term-end balance equivalent of unexpired lease fee and outstanding balance of lease assets depletion account: 
       Term-end balance equivalent of unexpired lease fee:          
       Within one year                                    41,549 
       Exceeding one year                                69,746 
       Total                                            111,296 
 
       Outstanding balance of lease assets depletion account   None    
 
3. Lease fee paid, amount withdrawn from lease assets depletion account, depreciation cost equivalent, interests paid 

equivalent and depletion loss: 
                                                           

    Lease fee paid                                        54,515 
    Amount withdrawn from lease assets depletion account       --- 
    Depreciation cost equivalent                            51,499 
    Interests paid equivalent                                 2,707 
    Depletion loss                                           --- 
 
4. Calculation method of depreciation cost equivalent: 

By fixed amount method with service life being lease period and residual value being zero. 
 
5. Calculation method of interests equivalent: 

Allocation for each term is by interest method with the difference between the total amount of lease fee and 
acquisition price equivalent of leased items being interests equivalent. 

 
 
Year ended October 31, 2004  (Thousands of yen)
 
Finance lease transactions other than those of which ownership of leased item is acknowledged to be transferred to 
lessee: 
1. Acquisition price equivalent, accumulated depreciation equivalent, accumulated depletion loss equivalent of leased 

items and term-end outstanding balance equivalent:  
                                                        

              Acquisition price  Accumulated  Accumulated    Term-end 
              equivalent       depreciation  depletion loss    outstanding 
                              equivalent    equivalent       balance 
                                                           equivalent 
Machinery and    40,400         28,933          ---            11,466 
vehicles 
Others          266,900         130,076         ---           136,824 
   Total         307,300         159,009         ---           148,290 

 
2. Term-end balance equivalent of unexpired lease fee and outstanding balance of lease assets depletion account: 
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       Term-end balance equivalent of unexpired lease fee:          
       Within one year                                    50,100 
       Exceeding one year                               102,671 
       Total                                            152,771 
 
       Outstanding balance of lease assets depletion account       --- 
 
3. Lease fee paid, amount withdrawn from lease assets depletion account, depreciation cost equivalent, interests paid 

equivalent and depletion loss: 
                                                           

    Lease fee paid                                        63,830 
    Amount withdrawn from lease assets depletion account         --- 
    Depreciation cost equivalent                            61,953 
    Interests paid equivalent                                 3,191 
    Depletion loss                                             --- 
 
4. Calculation method of depreciation cost equivalent: 

By fixed amount method with service life being lease period and residual value being zero. 
 
5. Calculation method of interests equivalent: 

Allocation for each term is by interest method with the difference between the total amount of lease fee and 
acquisition price equivalent of leased items being interests equivalent. 
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(Securities) 
Year ended October 31, 2005  (Thousands of yen)
 
1. Other securities with market value: 

Classification            Acquisition   Amount accounted     Difference 
                        cost        for balance sheet                 
Those of which amount accounted for balance sheet exceeding acquisition cost:  

Stocks 361,695 851,777 490,081
Sub Total 361,695 851,777 490,081

 
Those of which amount accounted for balance sheet not exceeding acquisition cost: 
(1) Stock  16,336 11,138 (5,197)
(2) Others    11,368 10,000 (1,368)
 Sub Total 27,704 21,138 (6,566)
  Total 389,400 872,915 483,515

 
2. Other securities sold during the current consolidated fiscal term (from November 1, 2004 to October 31, 2005): 
 

Sales value   Total gains on sales   Total loss on sales 
       0              0                    0 

 
3. Main securities not being appraised on market price: 

Classification                        Amount accounted for consolidated 
                                    balance sheet:                    
  Other securities: 
Unlisted stocks (excluding over-the-counter stocks) 419,328

Total 419,328
 
   Stocks of subsidiary companies and affiliated companies: 

Stocks of subsidiary companies 51,500
Total 51,500

 
4. Of the other securities, estimated redeemable amount of the receivables with maturity date and purpose of 

possessing until maturity date after consolidated settlement date:            
Classification     Within      Over      Over       Over10 year       
                 1 year      1 year     5 years             
                             within     within  
                             5 years   10 years                       
 
  Others          0          10,000        0            0            
  Total            0          10,000        0            0 
 
 

Year ended October 31, 2004  (Thousands of yen)
 
1. Other securities with market value: 

Classification            Acquisition   Amount accounted     Difference 
                        cost         for balance sheet                   
Those of which amount accounted for balance sheet exceeding acquisition cost:  

Stocks 236,513 453,561 217,047
Sub Total 236,513 453,561 217.047

 
Those of which amount accounted for balance sheet not exceeding acquisition cost: 

(1) Stock  108,051 86,857 (21,193)
(2) Others 11,428 7,518 (3,910)
Sub Total 119,480 94,375 (25,104)
  Total 355,993 547,937 191,943
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2. Other securities sold during the current consolidated fiscal term (from November 1, 2003 to October 31, 2004): 
 

Sales value   Total gains on sales   Total loss on sales 
 42,220        15,001                3,497 

 
3. Main securities not being appraised on market price: 

Classification                        Amount accounted for consolidated 
                                    balance sheet:                   
  Other securities: 

Unlisted stocks (excluding over-the-counter 
stocks) 

410,367

Total 410,367
 
   Stocks of subsidiary companies and affiliated companies: 

Stocks of subsidiary companies 51,500
Total 51,500

 
4. Of the other securities, estimated redeemable amount of the receivables with maturity date and purpose of 

possessing until maturity date after consolidated settlement date:  
                 Within      Over      Over       Over10 year       
                 1 year      1 year     5 years             
                             within     within  
                             5 years   10 years              

Classification      
  Others         ---         7,518       ---           --- 
  Total           ---         7,518       ---           --- 



28 

(Derivative transactions) 
Year ended October 31, 2005  
1. Conditions of transaction: 

1) Details of transaction, utilization purpose, etc: 
Forward exchange transactions and currency swaps transactions are utilized for a portion of account receivables 
and account payables in foreign currencies against actual demand from ordinary business operations in overseas 
businesses to prepare for risks of exchange rate fluctuation in import and export transactions in normal business 
operation.  
Also, interest swaps transactions are utilized for a portion of borrowings with floating interest rate to avoid risks of 
interest rate fluctuation.  

(1) Method of hedge accounting: 
     Deferred hedge accounting is adopted.   
     Appropriated procedure is adopted for exchange contracts and currency 
     swaps if requirements for appropriated procedure are satisfied. 
     Special procedure is adopted for interest swaps if requirements for 
     special procedure are satisfied.  

(2) Means of hedging and objects hedged: 
     Means of hedging            Objects hedged 
     Interest swaps               Interest rate fluctuation on borrowing 
     Exchange contracts and      Exchange rate fluctuation on debts and  
     Currency swaps             credits in foreign currencies 

(3) Hedge policy: 
     Hedging is executed to hedge risks against fluctuation of exchange and 
     Interest rates for actual demand only in principle and no derivative 
     transactions are done at all.  

(4) Method of hedge efficiency appraisal: 
     Our hedge transactions are executed in accordance with our risk 
     management method and it is confirmed that correlation between means 
     of hedging and objects hedged for fluctuation of exchange and interest 
     rate, etc. is solidly secured. 

 
2) Policy on wrestling with derivative transactions: 

Derivative transactions are executed for the purpose of hedging risks against exchange rate fluctuation for debts 
and credits in foreign currencies and interest rate fluctuation for interest-bearing debts, and no derivative 
transactions are made at all for speculation purpose. 

 
3) Details of risks involved in transaction: 

For currency related matters, risks of exchange rate fluctuation are involved in transactions of forward exchange 
contract and currency swaps related.  For interest rate related matters, risks of interest rate fluctuation are also 
involved in interest swaps transactions.   
Both in currency and interest rate related matters, it is our judgement that there are almost no risks involved in 
terms of breach of contract by counterparties, so-called credit risks, because counterparties are domestic banks 
with high credit-rating. 

 
4) Risk management system of transactions: 

Derivative transactions are executed after obtaining approval from odd man and managed by our Accounting 
Department in accordance with “Internal rules on handling and risks of derivative transactions,” which stipulates 
transaction authorization, transaction authorization amount, etc.  

 
2. Matters related to transaction market value, etc: 

There are no relevant matters. 
Although exchange contract transactions, currency swaps transactions and interest rate swaps transactions are 
executed, they are excluded from the “Notes” since hedge accounting is adopted.  
 

Year ended October 31, 2004:  Totally same as above for the year ended October 31, 2005
  



29 

(Accrued pension) 
Year ended October 31, 2005  (Thousands of yen)
1. Outline of accrued pension system adopted: 

Fixed benefit type “Tax Qualified Pension Plan” system is adopted by our group, with exception of some consolidated 
subsidiary companies. 

 
2. Accrued pension liabilities:  

1) Accrued pension liabilities 3,086,683
2) Unrecognized mathematical calculation difference (290,754)
3) Accrued pension trust assets 665,282
4) Pension assets 2,900,286
  Balance (188,130)
5) Advance pension costs 210,919
6) Accrued pension and severance liabilities 
 

22,788

3. Accrued pension costs: 
1) Employment costs 

150,705

2) Interest costs 53,135
3) Expected investment profits (33,927)
4) Processed amount of mathematical calculation difference 47,543
  Total 217,456

4. Basis of accrued pension liability calculation, etc.: 
1) Periodic allocation method for anticipated accrued pensions Period fixed amount standard 
2) Discount rate 1.75% 
3) Expected investment profits 1.50% 
4) Number of years for processing mathematical calculation difference 10 years 

Costs are processed by fixed amount method in succeeding fiscal term based on certain number of years within 
employees’ average remaining length of employment at time of occurrence. 
 

Year ended October 31, 2004  (Thousands of yen)
1. Outline of accrued pension system adopted: 

Fixed benefit type “Tax Qualified Pension Plan” system is adopted by our group, with exception of some consolidated 
subsidiary companies. 

 
2. Accrued pension liabilities:  

1) Accrued pension liabilities ¥3,048,017
2) Unrecognized mathematical calculation difference 322,523
3) Accrued pension trust assets 479,149
4) Pension assets 2,269,167
  Balance (22,823)
5) Advance pension costs 51,350
6) Accrued pension reserves 28,527

 
3. Accrued pension costs: 

1) Employment costs ¥155,334
2) Interest costs 54,009
3) Expected investment profits (29,657)
4) Processed amount of mathematical calculation difference 58,173
  Total 237,860

 
4. Basis of accrued pension liability calculation, etc.: 

1) Periodic allocation method for anticipated accrued pensions Period fixed amount standard 
2) Discount rate 1.75% 
3) Expected investment profits 1.50% 
4) Number of years for processing mathematical calculation difference 10 years 

Costs are processed by fixed amount method in succeeding fiscal term based on certain number of years within 
employees’ average remaining length of employment at time of occurrence. 
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(Tax effect accounting) 
Year ended October 31, 2005  (Thousands of yen)
 
1. Breakdown of deferred tax assets and deferred tax liabilities by main causes of occurrence:  

  (Deferred tax assets) 
Denial on accrued pension costs 129,185 
Denial on unpaid bonus 332,422 
Denial on inventory assets appraisal loss 24,198 
Denial on investment securities appraisal loss 62,715 
Denial on reserves of officer’s retirement allowances 78,921 
Amount exceeding limit of doubtful accounts transferred 62,554 
Unpaid legal welfare expenses 25,717 
Denial on unpaid business taxes 29,299 
Depletion loss 30,093 
Others 147,965 

Sub total of deferred tax assets 923,074 
Valuation reserves (41,589) 

Total deferred tax assets 
 

881,484 

(Deferred tax liabilities)  
Compressed reserves for fixed assets (22,732) 
Difference of appraisal loss on other securities (203,091) 

Total deferred tax liabilities (225,824) 
  
Net of deferred tax assets 655,659 

 
2. Breakdown of main items causing difference between legal effective tax rate and contribution percentage of corporate 

tax, etc. after adopting tax effective accounting: 
  
As the difference between legal effective tax rate and contribution 
percentage of corporate tax is not more than 5/100 of the legal effective 
tax rate, its breakdown is omitted. 

 

  
  

Year ended October 31, 2004  (Thousands of yen)
 
1. Breakdown of deferred tax assets and deferred tax liabilities by main causes of occurrence:   

  (Deferred tax assets) 
Denial on accrued pension costs 126,215 
Denial on unpaid bonus 304,603 
Denial on inventory assets appraisal loss 29,670 
Denial on excess amount of depreciation 199 
Denial on investment securities appraisal loss 62,384 
Denial on reserves of director’s retirement allowances 97,658 
Amount exceeding limit of doubtful accounts transferred 47,340 
Unpaid legal welfare expenses 23,923 
Denial on unpaid business taxes 54,528 
Depletion loss 29,871 
Others 117,398 

Sub total of deferred tax assets 893,795 
Valuation reserves (18,870) 

Total deferred tax assets 
 

874,924 

(Deferred tax liabilities)  
Compressed reserves for fixed assets (23,839) 
Difference of appraisal loss on other securities (80,179) 

Total deferred tax liabilities (104,018) 
Net of deferred tax assets 770,905 



31 

  
2. Breakdown of main items causing difference between legal effective tax rate and contribution percentage of 

corporate tax, etc. after adopting tax effective accounting: 
      

Legal effective tax rate 41.8% 
  (adjustment)  
Items not to be entered under losses permanently such as expense 
accounts, etc. 

2.7% 

Residential tax on per capita basis  1.0% 
Items not to be entered under profits permanently such as dividends 
earned, etc. 

(1.6%) 

Loss carry-forward not recognizing deferred tax assets 3.8% 
Reduction adjustment of term-end deferred tax assets due to tax rate 
change 

0.8% 

Others 3.5% 
Contribution percentage of corporate taxes, etc. after adopting tax 
effective accounting 

52.0% 
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(Segment information) 
 
1. Segment by type of business: 

 
Year ended October 31, 2005                                                             (Thousands of yen) 
 Machinery & 

Equipment 
Business 

Chemical 
Products 
Business 

Total Deletion or 
total 

company 

Consolidated

I. Sales and operating income: 
Sales 
(1) Sales to unaffiliated  

customers 
(2) Internal sales among  

segments or amount 
transferred 

12,600,789

－

34,334,516

－

46,935,306

－

 
 
－ 

 
－ 

46,935,306

－

Total               12,600,789 34,334,516 46,935,306 － 46,935,306
Operating costs 11,627,905 33,390,100 45,018,005 － 45,018,005
Operating income 972,883 944,416 1,917,300 － 1,917,300

II. Assets, depreciation costs, depletion 
loss and capital expenditures 

Assets 8,163,849 16,089,872 24,253,722

 
 

2,955,083 27,208,805
Depreciation costs  165,912 154,034 319,947 － 319,947
Depletion loss － － － 73,939 73,939
Capital expenditures 210,442 58,842 269,267 － 269,267

(Notes)  
1. Business classification is by aggregate sales classification. 
2. Main products and goods in each business: 

(1) Machinery & Equipment Business: various type of centrifuges, other machinery 
(2) Chemical Products Business: Synthetic resin, inorganic materials, other chemical products 
(3) Of the assets in the current consolidated fiscal term, the amount of the total company assets included in 

deletion or total company items is 2,955,083 thousand yen.  The main items are surplus funds applied 
(deposits) and long-term investment funds (investment securities) of the parent company. 

 
Year ended October 31, 2004                                                             (Thousands of yen) 
 Machinery & 

Equipment 
Business 

Chemical 
Products 
Business 

Total Deletion or 
total 

company 

Consolidated

I. Sales and operating income: 
Sales 
(1) Sales to unaffiliated  

customers 
(2) Internal sales among  

segments or amount 
transferred 

11,184,809

－

34,366,751

－

45,551,561

－

 
 
－ 

 
－ 

45,551,561

－

Total               11,184,809 34,366,751 45,551,561 － 45,551,561
Operating costs    10,539,799 33,300,456 43,840,255 － 43,840,255
Operating income    645,010 1,066,295 1,711,306 － 1,711,306

II. Assets, depreciation costs, depletion 
loss and capital expenditures 

Assets 7,618,163 17,892,862 25,511,025

 
 

3,210,590 28,721,616
Depreciation costs  193,719 160,673 354,392 － 354,392
Depletion loss      － － － 73,939 73,939
Capital expenditures 206,049 199,061 405,110 － 405,110

(Notes)  
1. Business classification is by aggregate sales classification. 
2. Main products and goods in each business: 

(1) Machinery & Equipment Business: various type of centrifuges, other machinery 
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(2) Chemical Products Business: Synthetic resin, inorganic materials, other chemical products 
(3) Of the assets in the current consolidated fiscal term, the amount of the total company assets included 

in deletion or total company items is 3,210,590 thousand yen.  The main items are surplus funds 
applied (deposits) and long-term investment funds (investment securities) of the parent company. 

 
2. Segment by location: 

 
Year ended October 31, 2005                                                          (Thousands of yen) 
 Japan Asia Total Deletion or 

total 
company 

Consolidated

I. Sales and operating income: 
          Sales 
          (1) Sales to unaffiliated  

customers 
(2) Internal sales among  
segments or amount  
transferred 

38,799,296

233,038

8,136,009

25,253

46,935,306

258,291

 
 
－ 

 
(258,291) 

46,935,306

－

         Total 39,032,334 8,161,262 47,193,597 (258,291) 46,935,306
         Operating costs 37,413,645 7,879,101 45,292,746 (274,740) 45,018,005
         Operating income 1,618,689 282,161 1,900,850 16,449 1,917,300
II. Assets 20,682,547 3,675,845 24,358,393 2,850,412 27,208,805

(Notes)  
1. Included in Asia are four countries, China, Korea, Taiwan and Indonesia. 
2. Of the assets in the current consolidated fiscal term, the amount of the total company assets included in deletion 

or entire company items is 2,955,083 thousand yen.  Main items are surplus funds applied (deposits) and 
long-term investment funds (investment securities) of the parent company. 

 
Year ended October 31, 2004                                                          (Thousands of yen) 
 Japan Asia Total Deletion or 

total 
company 

Consolidated

I. Sales and operating income: 
          Sales 
          (1) Sales to unaffiliated  

customers 
(2) Internal sales among  

segments or amount  
transferred 

35,871,558

128,672

9,680,002

－

45,551,561

128,672

 
 
－ 

 
(128,672) 

45,551,561

－

         Total 36,000,230 9,680,002 45,680,233 (128,672) 45,551,561
         Operating costs 34,505,990 9,340,671 43,846,662 (6,406) 43,840,255
         Operating income 1,494,240 339,331 1,833,571 (122,265) 1,711,306
II. Assets 23,714,612 1,945,890 25,660,502 3,061,113 28,721,616

(Notes)  
1. Included in Asia are four countries, China, Korea, Taiwan and Indonesia. 
2. Of the assets in the current consolidated fiscal term, the amount of the total company assets included in deletion 

or entire company items is 3,210,590 thousand yen.  Main items are surplus funds applied (deposits) and 
long-term investment funds (investment securities) of the parent company. 
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3. Overseas sales: 
 

Year ended October 31, 2005                                                         (Thousands of yen) 

 Asia Other regions Total 
I. Overseas sales 10,626,098 899,979 11,529,077 
II. Consolidated sales   46,935,306 
III. Percentage of overseas sales for consolidated sales (%) 22.7 1.9 24.6 
    

(Notes)  
1. Classification of countries and regions is based on geographical proximity. 
2. Main countries or regions included in each classification: 

(1) Asia…China, Korea, Taiwan, Indonesia 
(2) Other regions…USA, Europe 

3. Overseas sales are the sales for countries or regions other than Japan by our company or consolidated 
subsidiary companies. 

 
 

Year ended October 31, 2004                                                         (Thousands of yen) 

 Asia Other regions Total 
I. Overseas sales 12,001,679 321,613 12,323,292 
II. Consolidated sales   45,551,561 
III. Percentage of overseas sales for consolidated sales (%) 26.4 0.7 27.1 
    

(Notes)  
1. Classification of countries and regions is based on geographical proximity. 
2. Main countries or regions included in each classification: 

(1) Asia…China, Korea, Taiwan, Indonesia 
(2) Other regions…USA, Europe 

4. Overseas sales are the sales for countries or regions other than Japan by our company or consolidated 
subsidiary companies. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



(Transaction with related party) 
 

Subsidiaries etc.                                                                                                                  Year ended October 31, 2005 
Relation Attribute    Name Address Capital

or equity
(¥1,000)

Description of 
business or 
occupation 

Percentage 
of voting 

right 
(%) 

Interlocking 
directors 

De fecto 
relation 

Details of 
transaction

 

Transaction 
amount 
(¥1,000) 

Title of 
account 

Term-end 
outstanding 

balance 
(¥1,000) 

Subsidiary      Tomoe
Butsuryu

Shinagawa-ku, 
Tokyo 

30,000 Cargo
transportation, 

storage handling

Direct 100.0 3 Entrusted 
logistics of 

our products 
and goods 

Entrusted 
logistics 

76,009 Accrued
amount 
payable 

  6,777 

Subsidiary    Tomoe
Wines & 
Spirits 

Chuo-ku, Tokyo 30,000 Sales of 
imported 
alcoholic 
beverage 

Direct 71.7 3 Sales of our 
goods 

Sales of 
products 

561,524 Accrued
amount 

receivable

238,354 

(Note) No consumption tax, etc. are included in transaction amount but included in term-end outstanding balance. 
(Trade terms and policy for making decision on trade terms, etc.) 
(1) Purchase price and selling price of goods and other trade terms are negotiated individually taking market price into consideration and decided in a same manner as other 

general transactions with other parties having no affiliation with us. 
(2) Operation commission fee and other trade terms are negotiated individually taking market price and necessary costs into consideration and decided in a same manner as other 

general transactions with other parties having no affiliation with us.   
 
Subsidiaries etc.                                                                                                                  Year ended October 31, 2004 

Relation Attribute    Name Address Capital
or equity
(¥1,000)

Description of 
business or 
occupation 

Percentage 
of voting 

right 
(%) 

Interlocking 
directors 

De fecto 
relation 

Details of 
transaction

 

Transaction 
amount 
(¥1,000) 

Title of 
account 

Term-end 
outstanding 

balance 
(¥1,000) 

Subsidiary      Tomoe
Butsuryu

Shinagawa-ku, 
Tokyo 

30,000 Cargo
transportation, 

storage handling

Direct 100.0 3 Entrusted 
logistics of 

our products 
and goods 

Entrusted 
logistics 

126,797 Accrued
amount 
payable 

  9,057 

Subsidiary    Tomoe
Wines & 
Spirits 

Chuo-ku, Tokyo 30,000 Sales of 
imported 
alcoholic 
beverage 

Direct 71.7 4 Sales of our 
goods 

Sales of 
products 

792,610 Accrued
amount 

receivable

231,101 

(Note) No consumption tax, etc. are included in transaction amount but included in term-end outstanding balance. 
(Trade terms and policy for making decision on trade terms, etc.) 
(1) Purchase price and selling price of goods and other trade terms are negotiated individually taking market price into consideration and decided in a same manner as other 

general transactions with other parties having no affiliation with us. 
(2) Operation commission fee and other trade terms are negotiated individually taking market price and necessary costs into consideration and decided in a same manner as other 

general transactions with other parties having no affiliation with us.   
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5. Situation of manufacturing, order receiving and sales: 
 

(1) Results of manufacturing: 
 

Results of manufacturing by type of segment in the current consolidated fiscal term are as follows: 
 

Business by type of segment Output (Thousands of yen) Year-on-year comparison (%)
Machinery & Equipment Business 12,373,133

<3,595,444>
13.7

<9.0>
Total 12,373,133

<3,595,444>
13.7

<9.0>
(Notes)  

1. Amounts are based on selling price. 
2. Output for overseas included in total output is shown in < >. 
3. No consumption tax is included in the above amount. 

 
(2) Order receiving: 
 

Results of order receiving by type of segment in the current consolidated fiscal term are as follows: 
 

Classification Amount of orders 
received  

(Thousands of yen)

Year-on-year 
comparison (%)

Order backlog 
(Thousands of yen) 

Year-on-year 
comparison (%)

 
Machinery & Equipment 
Business 

11,870,475
<2,169,133>

(5.0) 
<(35.2)> 

5,841,317 
<737,287> 

(9.3) 
<(57.2)> 

Total 11,870,475
<2,169,133>

(5.0) 
<(35.2)> 

5,841,317 
<733,287> 

(9.3) 
<(57.2)> 

(Notes)  
1. Amount of order received for overseas included in total amount of order received is shown in < >. 
2. No consumption tax is included in the above amount. 

 
(3) Results of sales: 

 
Results of sales by type of segment in the current consolidated fiscal term are as follows: 
 

Business by type of segment Sales (Thousands of yen) Year-on-year comparison (%) 
   

Machinery & Equipment Business 12,600,789
<3,591,750>

12.7 
<8.4> 

Chemical Products Business 34,334,516
<7,937,327>

(0.1) 
<(11.9)> 

Total 46,935,306
<11,529,077>

3.0 
<(6.4)> 

(Notes)   
1. Export sales included in total sales are shown in < >. 
2. No consumption tax is included in the above amount. 
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