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Profile

The foundation of Kadokawa Group Holdings, Inc. dates back to 1945 when literary scholar Genyoshi
Kadokawa established an independent publishing company with an ambition to revitalize Japanese
culture through publishing.

Initially engaged mainly in literary publications of Japan's national history and literature, the
Company embarked upon the filmmaking business in the 1970s and succeeded in promoting media
mix marketing in which movie screenings coincide with paperback book fairs at bookstores. As a
result, the Company gradually expanded its corporate foundation.

In the 1980s, the Company began publishing TV program guides, town guides, and media infor-
mation magazines and subsequently made inroads into the Movie/Visual business and IT businesses
via an effective merger and acquisition strategy, while also cultivating new segments and genres in
the publishing field. The Company was listed on the Tokyo Stock Exchange in 1998.

The Company is currently aiming to establish itself as a Mega Software Publisher based on its
three mainstays: Publishing, Movie/Visual, and Cross-Media business segments. Targeting business
expansion overseas as well, its unique array of comics, light novels, and animation content are rep-

resentative of the “Cool Japan” concept that has attracted much attention worldwide in recent years.
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Financial Highlights

Kadokawa Group Holdings, Inc. and Consolidated Subsidiaries

Years ended March 31
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Note: Net assets as of March 31, 2006 have been reclassified using the new accounting standard, which was effective April 1, 2006.



Chairman’s Message

Targeting Dramatic Business Growth through Electronic Books
! HiEHA. With the launch of Apple’s iPad following the Internet
L E EE Wi bookstore Amazon’s Kindle, Kadokawa has recently
] ¥ received many inquiries from television programs and

- k, ¥ newspapers. What does Kadokawa think about this

| B new technology? How will we address the e-book
onslaught? Do we see this more as an opportunity or
a threat? Here, | answer these and other questions
that are on people’s minds.

The Japanese are regarded as the world’'s most prolif-
ic readers. |'ve heard that even overseas visitors to Japan
who come in contact with train commuters reading
paperbacks, everyone from students to company
employees, can sense their passion. Moreover, the
diversity of the reading matter available is amazing, cov-
ering everything from Western classics to genres
representing “Cool Japan,” such as comics and light
novels. For your information, the four companies of the
Kadokawa Group together account for 80% of the

- domestic market for light novels incorporating Japanese-
ﬁ] , ’ ) @ # style “anime” illustrations.
/ The domestic market for e-books totaled US$500
million in 2009, making Japan the world’s largest mar-
Tsuguhiko Kadokawa ket, surpassing the United States. The impact of Kindle,
Chairman and Director iPad, and Google Edition on our market is expected to
Kadokawa Group Holdings, Inc.
be huge.
Japan’s total content market is worth around ¥14
trillion, according to statistics from the Ministry of
Economy, Trade and Industry. Within this amount, the
text-based market, covering books, magazines, and
newspapers—the target niche for the e-book sector—is
worth ¥6 trillion. Although the music market is worth
only ¥1.8 trillion, a major innovation like the iPod has
made a tremendous difference. The reality is that the
majority of people in our industry do not know how to
address the impact that e-books will have on the print-
ed publications market.

HINC OMNE PRINCIPIVM
Everything Starts from Here



However, | have used the new tablet computers, like
Kindle and iPad, and | am familiar with their respective
weights and user interfaces. From my perspective, the
emergence of e-books presents an excellent opportuni-
ty for a quantum leap for Kadokawa. This is because we
possess a diversity of contents and extensive archives.
As a corporate group that has been pursuing a media mix
that includes both publications and movies and aims to
become a “Mega Software Publisher,” our expectations
are running high thanks to these “magical” tablet com-
puters. | firmly believe that the business methods that
we have developed since our foundation are perfectly
suited to responding to the recent technological innova-
tions and the arrival of the networked society.

The public’s response to the new tablets has been
highly favorable. Our challenge is to use this response
to improve our own business performance while taking
full advantage of the tablet devices' technological merits.
To this end, we will use the new tablets as a springboard
for formulating aggressive e-book strategies.

The problem here, however, is the difficulty in devel-
oping an appropriate business model for e-books. | have
yet to hear of any clear examples of a suitable profit
model even from the United States. Indeed, the cre-
ation of an effective business model is the most pressing
issue facing the e-book sector.

We have three choices here:

(1) Deploy our content-creation capabilities and

archives as a content provider;

(2) Make users aware of our capabilities as a plat-

form provider; and

(3) Sell tablet computers.

Each of these choices offers major business oppor-
tunities, so there is value in considering all three.

The Kadokawa Group reported a healthy financial
performance in fiscal 2010. This was because each com-
pany in the Group's publishing business honed its own

editorial strengths to create market hits, both in novels
and comic books. Two large-scale M&As also con-
tributed to our performance. For example, we welcomed
Chukei Publishing Company to the Group, which aug-
mented our portfolio of economic and how-to books.
The Kadokawa Group now has 10 members, including
Kadokawa Shoten Publishing Co., Ltd. Another new
Group member is Maho i-Land Corporation, which oper-
ates Japan'’s largest cell phone novel site (website where
people post novels written on their cell phones).
Accepting CGM (consumer-generated media, where
consumers use the Internet to generate their own con-
tent) postings from around 6 million people per month,
Maho i-Land promises to play a key role in the Kadokawa
Group's advancement in the e-book market.

It has been said that hardware (like a video or CD play-
er) and software (content) are “two wheels on the same
cart.” However, the success of Apple’s iPod illustrates
that the key to gaining power lies in platform-building.
Apple grew to dominance because it prepared winning
software for its own platform.

The Kadokawa Group plans to enter a new domain by
building its own platform, while leveraging the strengths
of its content portfolio. The hurdles are high, but if we
succeed we can realize major new growth for the Group,
and our innovative e-book business model will become
a powerful weapon in our arsenal. We have also estab-
lished NTT Prime Square Inc. in collaboration with NTT,
which lead Japan's push to proliferate fiber-optic net-
works in the broadband field. This attractive, new
challenge of building a platform is an extension of our
strategies for the e-book market.

On behalf of the Kadokawa Group, | ask for your
ongoing support in our quest to become a “Mega
Software Publisher” in this new age.

Our creations will be seeds for people to cultivate a richness of spirit. Everything starts from that pride.

Our creations will build the future and remain in history. Everything starts from that foresight.

Our creations will constantly strive for novelty. Everything starts from that innovation.

Our creations will be the fulfillment of our ambitions. Everything starts from that passion.

Our creations will be the result of a steady accumulation of small steps. Everything starts from that constancy.

Our creations will promote culture and contribute to the development of society. Everything starts from

that commitment.



Message from the President

Kadokawa Group Targets Growth and Great Progress

N XS

Tatsuo Sato

President and Representative Director
Kadokawa Group Holdings, Inc.

Year in Review
In the fiscal year ended March 2010, the Kadokawa
Group achieved year-on-year increases in revenue and
earnings in its core Publishing business. The domestic
markets for advertising and DVD sales were weak, and
revenues in the Cross-Media business and Movie/ Visual
business were down. As a result, consolidated net sales
for the year declined ¥5.6 billion year on year, to ¥135.9
billion. However, we achieved a significant increase in
earnings, with operating income up ¥1.6 billion, to ¥5.2
billion. Net income totaled ¥1.4 billion, a substantial ¥6.6
billion improvement, highlighting a major return to prof-
itability after losses in the two preceding fiscal years.
These results show that the Kadokawa Group has
transformed itself into a profitable organization thanks
to structural reforms backed by a united commitment.

Future Growth Vision
Despite these positive results, our industry is facing
various challenges. In order to target growth as a cor-
poration in these circumstances, we cannot rely solely
on structural reforms. It is often said that, “Adversity
breeds success.” Now is the time, therefore, for the
Kadokawa Group to achieve great progress. It is my
responsibility to articulate a growth vision for the future.

In order to place the Group on a growth trajectory, |
have formed a vision based on three key “pyramids”:

(1) Maximize Group synergies as a

“Software Publisher”;
(2) Respond to the digitalization; and
(3) Expand operations in overseas markets.

Maximize Group Synergies as a

“Software Publisher”

The first pyramid envisages Kadokawa as a “software
publisher.” This entails extensively upgrading the
Group's current business model. Using the Publishing
business as our base, we will forge synergies with the
Cross-Media and Movie/Visual businesses, or our other
businesses and thereby deliver unparalleled business
performances.

Undertaking structural reforms and business reor-
ganization simultaneously is a difficult challenge. If we
succeed, however, we can look forward to significant
growth in the future.



The three pyramids supporting the growth of the Kadokawa Group

Service
Events and Live Performances

Merchandising

Character Merchandise and Product Development
Packaged Software
DVDs, Blu-ray, CDs, Game Software

Movie/Visual
Movies, Planning & Production, Distribution, Animation

Publishing

Magazines, Books,
Comics, Advertising

“Software Publisher” Kadokawa

Local Services

Local Digital Distribution

Local Image Creation

Local Development of
Original Content

Publication of Translated
Works, Overseas Sales

“Overseas” Kadokawa

Respond to the Digitalization

The second pyramid envisages Kadokawa as a digital
business group. Motivated by the establishment of
Kadokawa Games, Ltd., we have substantially reinforced
the Group’s capabilities in product development and
marketing of packaged videogames and simultaneous-
ly undertaken aggressive overseas business expansion.
We hope to announce the results of these initiatives in
the current fiscal period. From the autumn of 2010, we
plan to begin offering more than 10 types of social appli-
cation games using our popular light novel and comic
characters. This will provide a powerful force and deliv-
er exciting synergies with our Publishing business.

In the much-talked-about e-book market, unique
platforms are currently being developed that are
unprecedented even in the publishing industry, and we
have great expectations in this area. In e-magazines as
well, we will do much more than simply create digital
versions of hardcopy magazines; rather, we will enrich

~_

Dynamic Service

e-Commerce

Social Applications
Game Distribution

Image Distribution

e-Books, e-Magazines

“Digital” Kadokawa

their content and deliver dynamic embedded services,
enabling us to overcome the traditional boundaries of
the paper magazine medium.

Expand Operations in Overseas Markets

The third pyramid focuses on overseas operations,
mainly targeting Asian markets. In addition to simply pro-
ducing translated publications, we will develop original,
locally inspired content, develop movie versions, and
compile a host of other services, including digital distri-
bution and event production. In these ways, we plan to
advance our business in a three-dimensional manner.

By interlocking the aforementioned three pyramids
and generating major synergistic benefits, the Kadokawa
Group will target future growth and progress as a “Mega
Software Publisher.” We look forward to your ongoing
support and understanding.



Our Strategy

b Dimension Strategy

In addition to our “Single Source, Multi-Use" strategy,
we will target renewed growth by expanding our business
domains and advancing our overseas operations.

Publishing

Novels, comics

In the Publishing business, we will
work to create exceptional content

that will become valuable future
media mix assets. Back in 1945 when our
business was founded, we concentrated
mainly on the publication and sales of lit-
erary novels, tanka and haiku (Japanese
poetry), dictionaries, and school text-
books. Since then, we have significantly
broadened our horizons to include light
novels, comics, animation and character-
motif magazines, game strategy guides,
children’s books, how-to books, and his-
tory-related books.

i

Movie/Vi

Animation, dramas,

movies, DVDs

We entered the Movie/Visual busi-

ness in 1976, with the production

of The Inugami Family. As embod-
ied in the catchwords used at the
time—"“Should | read the book first, or
watchthe movie first?”—this markedthe
beginning of the media mix technique of
releasing the book and the movie simul-
taneously. Since then, we have broadened
our business to include television anima-
tion productions of light novels and
comics, as well as sales of DVD packages.

©2006 Nagaru TANIGAWA:Noizi ITO/Member of SOS
©2007, 2008, 2009 Nagaru TANIGAWA.Noizi ITO/Member of SOS




In the Publishing business, we will work to create exceptional content that will become valuable future media mix
assets. Centered primarily on Kadokawa Bunko, our paperback book line with a 60-year history, we will work to expand
our operations with the aim of becoming No.1 in every field, including magazines, paperbacks, comics, light novels, and

gaming strategy guides.

Books | Literature Light novels

The Lost SymbolVol.1-2 Durararal!\Vol.7 Baka and Test

Author: Dan Brown Author: Ryogo Narita —Summon the

Translation: Toshiya Echizen lllustrations: Beasts—Vol.7.5
Suzuhito Yasuda Author: Kenji Inoue

lllustrations: Yui Haga

TV Animation

-

Durarara!! Baka and Test
©Ryohgo Narita / —Summon the
ASCII MEDIA WORKS / Beasts—

Ikebukuro Dollars /MBS ©2010 Kenji Inoue /

PUBLISHED BY
ENTERBRAIN, INC. /
Baka and Test Project
All rights reserved

From Our Staff

Akiko Kaneko

Chief Editor

Shosetsuya sari-sari website

Editing Bureau No.3

Kadokawa Shoten Publishing Co., Ltd.

Comics
Seitokai no Toarukagakuno Neon Genesis
Nanahikari RailgunVol.4 EvangelionVol.12
Author: Sekina Aoi lllustrations: Motoi Fuyukawa Author:
Illustrations: Original Author: Kazuma Kamachi  Yoshiyuki Sadamoto
Kira Inugami Character Designer: Original Author:
Kiyotaka Haimura GAINAX-Khara
Oct. W Oct.
2009 2009
Seitokai no Ichizon Toarukagakuno
©2009 Railgun
Sekina AQI-kira INUGAMI / ©KAZUMA KAMACHI!
Fujimi Shobou / MOTOI FUYUKAWA
Hekiyougakuen Seitokai ASCII MEDIA WORKS

PROJECT-RAILGUN

2010 Honya Taisho

(The Booksellers Prize)

The Honya Taisho award is an award
given by booksellers. Bookstore staff
vote for the book they would most
like to sell. Honya Taisho is a very
prestigious award, and past winners
of this award have been made avail-
able in various formats for different

Tenchi Meisatsu types of media.

Author: Tow Ubukata

Tenchi Meisatsu wins the 2010 Honya Taisho award, marking a brilliant achievement!
The reason it became a hit is a sense of unity, like a school festival.

Initially, the idea of publishing Tenchi Meisatsu (Insights into Heaven
and Earth) as a medium-length novel was suggested by its author,
Tow Ubukata. However, while hearing its story line, | felt strongly
that it would be good as a long novel. Consequently, we proposed
that it be serialized in the monthly literary magazine Yasei Jidai over
a half-year period. Since Tow Ubukata had already drawn up the
story’s outline, | met a number of times with those in charge of
the magazine over several months to work out how to convey to
readers and make them empathize with various aspects of the
novel. These included the hero's personality and his allure, the his-
torical background, and the story’s theme of making a Japanese
calendar. Tenchi Meisatsu was serialized over seven episodes and
was put out as a single volume in November 2009. Ubukata won
the Eiji Yoshikawa Newcomer's Prize in Literature and the Honya
Taisho (The Booksellers Prize)—which is a great honor—and by
June 2010, the book had sold 380,000 copies.

Because the relationship between the editor and writer is
much closer in Japan compared with overseas, it is quite com-
mon for the publisher to be involved in the process of a work’s
creation. In the case of Tenchi Meisatsu, the editing department
was not the only department involved. We worked very effectively
with the promotion and sales departments, and the sense of
togetherness was similar to organizing a school festival. In the
best possible way, the novel's excellence percolated through the
entire company, which in turn spread to bookshops and then to
readers. Mr. Ubukata personally wrote hundreds of “thank you” let-
ters to bookstores by hand, and actively visited bookstores in
person, which further galvanized the support of everyone engaged
on the sales front. It was a truly enjoyable assignment. | would
like to draw on this experience to help with Tow Ubukata's future
works, and | hope to see an increase in works by authors who
publish under the Kadokawa imprint.

11
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Overview of Businesses

Movie/Visual Business

The Movie/Visual business conducts operations in all aspects, from upstream to downstream, in the movie and visu-
al business field, including planning and production, cinema complex operation, package sales of DVDs and other
merchandise, and licensing of rights for television and other media. The Movie/Visual business is working to enhance
its capabilities to launch high-quality contents provided by the Publishing business, strengthening the planning and
production departments to improve the quality of movies and other visual contents, and increasing cooperation with

its partners both inside and outside the Kadokawa Group.

Movie

<
~
N

-

) 3 4o+ wm

The Unbroken

©2009 “Shizumanu Taiyo” Film Partners

The Fallen Angel
©2010 “Ningen Shikkaku" Film Partners

DVD/BD

o

The Melancholy of Haruhi
Suzumiya Season 2

Drop

Unlimited

From Our Staff

Tsutomu Tsuchikawa
General Manager
Development & Production
Kadokawa Pictures Inc.

Transporter 3

The Disappearance of
Haruhi Suzumiya
©2009 Nagaru Tanigawa-Noizi [to/a member of SOS

New Moon
The Twilight Saga

CSl: Season 7

Japan Academy Prize
Photo: Japan Academy Prize Association

The Unbroken wins in three categories at the Japan Academy Prize! (Best Picture, Best Actor, and Best Film Editing)
| was determined to make this movie one whose value would still be recognized

20 or 30 years from now.

The movie The Unbroken is a film that addresses various social
issues based on the best-selling novel by popular Japanese writer
Toyoko Yamazaki. The journey to the making of the movie was a
long one and took a total of ten years, including one point when
the project was abandoned. As the producer, | was determined
to make this movie one whose value would still be recognized 20
or 30 years from now. Therefore, when selecting the cast | need-
ed actors that empathized with the novel. When | watched the
finished movie, | felt that they had fulfilled their roles admirably.
Nonetheless, | felt a constant unease right up until the day of
the movie's release, wondering whether the market would accept
this serious, socially conscious movie, and what sort of reactions
the viewers would have. On the day of its debut, however, the
cinema was packed with people. On my way home on the train, |

overheard a couple who had seen it talking enthusiastically about
the content. With that, | realized that our intended message had
been conveyed loudly and clearly. At the Japan Academy Prize
ceremony, the words The Unbroken rang through the hall when
the name of the winner of the Best Picture was announced. (It
won “best” awards in three categories.) This movie had meant
so much to all of us. Our immense joy showed on our faces, and
some people even cried.

However, a producer’s work does not end when the movie
hits the box office. | have remained busy with sales promotion
ever since, especially when the movie came out on Blu-ray Disc
and DVD in May 2010. In the near future, it will also be screened
on television. | will continue doing my utmost to make The
Unbroken profitable.



Overview of Businesses

Cross-Media Business

The Cross-Media business is adapting and enhancing its advertising, distribution, and mail order business operations
for the Internet Age. It is constructing a next-generation business model for the emerging e-book and video distribu-
tion industries using the various content created by the Kadokawa Group and linking new technologies and peripheral
businesses to provide an expanding range of high value-added new services.

Magazines

w

Web

TV program guides

Town guides Lifestyle information Music information Restaurant Overseas town
magazines magazines information guides
magazines
Eeomm Mobile

Iy 5 n s e e o o TS I

—

——

Web-version TV guide,
“The Television”

Walkerplus

e-Book delivery site for Mobile-version TV guide,
mobile phones, “Chokuyomi” “The Television”

Development of Social Applications
Baka and Test —Summon the Beasts—

The popularity of Baka and Test—Summon the Beasts— soared with
its release as a TV animation program in January 2010. The original
comic books have sold some 3.8 million copies in Japan (as of
September 2010). The TV release was accompanied by the simulta-
neous launch of a social application service on mixi, Japan's largest
social networking website. Following the successful launch of a fee-
based service in April, a service for mobile devices was added on
August 12. The Group's first venture as a service provider via a social
application proved a success, and the Group actively began devel-
oping additional projects. In September, the Group launched the
mobile game service for The Legend of the Legendary Heroes ani-
mated TV series. We plan to continue adding social applications based
on the popular content of the Kadokawa Group as a new revenue
source for the Group.

Story

The progressive Fumizuki Academy is a school with high academic
standards where the students are strictly divided based on the results
of their academic year-end tests. The classroom for the lowest-level
F Class is a collection of rickety tables on rotting tatami mats, which is
a stark contrast to the facilities provided for the high-scoring A Class
students. F Class student Akihisa Yoshiivows to take on the system
for the sake of Mizuki Himeji, an admirable and intelligent girl wrongly
assigned to F Class, and starts a class-battle called the " War of Shokanju
(Summoned Beasts)" using the students’ special talents to summon
imaginary beasts. Will the F Class be victorious over the powerful high-
er classes?

©2010 Kenji Inoue / PUBLISHED BY ENTERBRAIN, INC. / Baka and Test Project All rights reserved L 1
TV Animation

13



14

Management’s Discussion and Analysis

Principle Accounting Policies and Estimates

The Kadokawa Group prepares its consolidated financial statements in
conformity with accounting principles generally accepted in Japan
("Japanese GAAP"). In preparing the financial statements, with regard
to matters requiring estimates, the Kadokawa Group considers past
results and future plans and implements accounting procedures based
on reasonable criteria that include the Accounting Standards for
Measurement of Inventories, Accounting Standards for Financial
Instruments, Accounting Standards for Impairment of Fixed Assets,
Accounting Standards for Retirement Benefits, and Accounting
Standards on Tax-Effect Accounting.

Operational Results

During the fiscal year under review, consolidated net sales amounted
10 ¥135,923 million, down ¥5,688 million from the previous fiscal year.
Net sales in the Publishing business increased 3.3% year on year, thanks
to healthy sales of media-mix products, comics, and business books.
Net sales in the Cross-Media declined 12.3% due to the continued dif-
ficult environment for magazine sales and advertising revenue. Net sales
in the Movie/Visual business decreased 9.2% due to a sluggish DVD
market and the fact that we did not reach our target box-office revenue
for movie releases.

Gross profit declined ¥18 million, to ¥34,866 million, and the gross
margin rose 1.1 percentage points, t0 25.7%. This was mainly due to a
reduction in the cost of sales, which compensated for revenue declines
in the Publishing and Cross-Media businesses.

Operating income increased ¥1,599 million, to ¥5,165 million, and
the operating income margin climbed 1.3 percentage points, to 3.8%.
Major factors included cost-cutting efforts, especially with respect to
advertising expenditures in the Publishing and Cross-Media business-
es, as well as a decline in amortization and impairment of goodwill.

Income before income taxes and minority interests amounted to
¥5,143 million, compared with a loss before income taxes and minori-
ty interests of ¥1,158 million in the previous fiscal year. Extraordinary
income, net of extraordinary losses, increased ¥4,987 million year on
year. This was mainly due to declines in the loss on valuation of invest-
ment securities and impairment losses.

The Company posted net income of ¥1,430 million, compared with a
net loss of ¥5,206 million in the previous fiscal year. Net income per share
was ¥56.68.



An Analysis of Financial Condition and Operational Results

Financial Condition

At March 31, 2010, the Company had total assets of ¥119,253 million,
down ¥3,923 million from a year earlier. Within this amount, current
assets increased ¥515 million, to ¥74,513 million, and fixed assets
declined ¥4,438 million, to ¥44,740 million.

Within current assets, cash and deposits and marketable securities
declined ¥2,673 million year on year, because of repayments of short-
term borrowings and the current portion of long-term debt, while notes
and accounts receivable and inventories rose ¥3,808 million, thanks to
increases in net sales in February and March 2010.

Regarding fixed assets, long-term time deposits, and the insurance
reserve declined ¥3,036 million owing to repayments of the current por-
tion of long-term debt.

Total liabilities decreased ¥3,874 million, to ¥51,792 million. Current
liabilities declined ¥15,525 million, to ¥35,517 million, and long-term lia-
bilities increased ¥11,651 million, to ¥16,275 million.

In current liabilities, short-term borrowings and the current portion
of long-term debt declined ¥15,346 million owing to repayments and
redemptions.

As for long-term liabilities, bonds with share subscription rights
increased ¥11,000 million, owing to the Company’s issuance of Japanese
yen convertible bonds—bonds with share subscription rights—due in
2014.

Net assets at the fiscal year-end totaled ¥67,461 million, down ¥49
million from a year earlier. Within this amount, shareholders’ equity
increased ¥673 million, to ¥70,509 million; valuation and translation
adjustments declined ¥756 million, to minus ¥3,781 million; and minor-
ity interests rose ¥34 million, to ¥733 million.

Shareholders’ equity increased ¥673 million, owing to a rise in
retained earnings stemming from the posting of net income and the
appropriation of surplus.

Regarding valuation and translation adjustments, the Company
recorded a ¥427 million increase in the net unrealized holding loss on
securities, due to a decline in the market valuation of listed stocks held,
as well as a ¥329 million deterioration in foreign currency translation
adjustments owing to the appreciation of the yen against the U.S. dollar.

The shareholders’ equity ratio increased 1.8 percentage points,
10 56.0%.
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Management's Discussion and Analysis

Cash Flows

Cash and cash equivalents at March 31, 2010, amounted to ¥21,748
million, down ¥4,830 million from a year earlier. Main factors were out-
flows that included redemption of bonds, repayments of short-term
borrowings, and payment for acquisition of interests in subsidiaries
newly consolidated.

Cash Flows from Operating Activities

Net cash provided by operating activities amounted to ¥1,990 million,
compared with ¥37 million in net cash used in operating activities in the
previous fiscal year. The primary factor was a substantial improvement
in income before income taxes and minority interests.

Cash Flows from Investing Activities

Net cash used in investing activities amounted to ¥980 million, com-
pared with ¥167 million in net cash provided by investing activities in
the previous fiscal year. Major factors were purchases of investments in
subsidiaries and purchases of property, plant, and equipment.

Cash Flows from Financing Activities

Net cash used in financing activities amounted to ¥5,594 million, from
¥2,193 million in the previous fiscal year. This was mainly because of
redemption of bonds and repayments of short-term borrowings.

Trends in cash flow indicators are as follows:

Trends in cash flow indicators

March 2006 March 2007 March 2008 March 2009 March 2010

Shareholders’ equity ratio (%) 53.0 57.9 55.3 54.2 56.0
Shareholders’ equity ratio at market value (%) 64.4 68.8 44.9 42.8 44.7
Interest-bearing debt to cash flow ratio (years) 1.2 1.8 0.5 — 6.1
Interest coverage ratio (times) 42.6 26.7 90.0 — 13.7
Notes

1. The various indicators were calculated using the following calculation methods.
Shareholders' equity ratio: Shareholders’ equity/total assets
Shareholders’ equity ratio at market value: Total market capitalization/total assets
Interest-bearing debt to cash flow ratio: Interest-bearing debt/operating cash flow
Interest coverage ratio: Operating cash flow/interest expense
. All indicators were calculated using consolidated financial figures.
3. Total market capitalization is calculated by multiplying the fiscal year-end closing stock price by the total number of shares outstanding (exclud-
ing treasury shares) at the end of the fiscal year.
4. Interest-bearing debt includes all debt that pays interest as listed on the Consolidated Balance Sheets.
5. Operating cash flow refers to cash flows from operating activities on the Consolidated Statements of Cash Flows. Interest expense refers to
the amount of interest paid as listed on the Consolidated Statements of Cash Flows.
6. Interest-bearing debt to cash flow ratio and interest coverage ratio for the year ended March 2009 are omitted because operating cash flow
was negative.
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