Notes to Consolidated Financial Statements e

1. Significant Accounting Policies

(a) Basis of presenting consolidated financial statements

The accompanying consolidated financial statements of Fujitsu Limited (the ““Company’’) and its consolidated sub-
sidiaries (together, the “Group”) have been prepared in accordance with accounting principles and practices generally
accepted in Japan and the regulations under the Securities and Exchange Law of Japan. The accounting principles and
practices adopted by the consolidated subsidiaries outside Japan in their respective countries basically conform to those
adopted by the Company. In presenting the accompanying consolidated financial statements, certain items have been
reclassified for the convenience of readers outside Japan.

The differences between the accounting principles and practices adopted by the Group and those prescribed by
International Accounting Standards (“IAS”) are set forth in Note 2.

(b) Principles of consolidation

The consolidated financial statements include the accounts of the Company and, with minor exceptions, those of
its majority-owned subsidiaries, whether directly or indirectly controlled.

Acquisitions of companies are accounted for using the purchase method. Goodwill represents the excess of the
acquisition cost over the fair value of the net assets of the acquired companies, and is being amortized on a straight-
line basis over periods not exceeding 20 years.

Investments in affiliates owned 20% to 50%, with minor exceptions, are accounted for by the equity method.

(c) Cash equivalents
For the purpose of the statement of cash flows, the Group considers all short-term, highly liquid instruments with
a maturity of three months or less to be cash equivalents.

(d) Translation of foreign currency accounts

Current receivables and payables denominated in foreign currencies are translated into Japanese yen at the exchange
rates in effect at the respective balance sheet dates. Noncurrent monetary items denominated in foreign currencies are
translated into Japanese yen at historical exchange rates.

The asset and liability accounts of the consolidated subsidiaries outside Japan are translated into Japanese yen at
the applicable fiscal year-end rates. Income and expense accounts are translated at the average rate during the year.
The resulting translation adjustments are recorded in assets as cumulative translation adjustment in conformity with
accounting principles generally accepted in Japan.

(e) Revenue recognition

Revenues from sales of communications products and computer systems are generally recognized upon acceptance
by the customers, while revenues from sales of personal computers, peripherals, other equipment and electronic devices
are recognized when the products are shipped.

(F) Marketable securities
Marketable securities included in short-term investments, and investments and long-term loans are stated at the
lower of cost or market, cost being determined by the moving average method.

(9) Allowance for doubtful accounts
The allowance for doubtful accounts is provided at an amount that is deemed sufficient to cover estimated future
losses.

(h) Inventories
Finished goods are stated at cost determined by the moving average method and the first-in, first-out method (“FIFO™).
Work in process is stated at cost determined by FIFO.
Raw materials are stated at cost determined by the moving average method, the most recent purchase price method
and FIFO.
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(i) Property, plant and equipment and depreciation
Property, plant and equipment, including renewals and additions, are carried at cost.
Depreciation is computed principally by the declining-balance method at rates based on the estimated useful lives
of the respective assets, which vary according to their general classification, type of construction and function.
Maintenance and repairs, including minor renewals and improvements, are charged to income as incurred.

(j) Leases

Leased assets are recorded under property, plant and equipment and lease liabilities are included in long-term liabilities
under finance leases except those in Japan. The Company and its consolidated subsidiaries in Japan treat finance leases
in the same way as operating leases.

(k) Retirement and severance benefits

Employees who terminate their services with the Group are generally entitled to annuities or lump-sum severance
payments based on their current basic rates of pay and length of service.

The Company and its consolidated subsidiaries in Japan have contributory defined benefit plans with insurance
companies, trust banks and investment management companies to supplement the public welfare pension plan. The
plans entitle eligible employees upon retirement to receive either a lump-sum payment or annuity payments for life,
or a combination of both.

Most consolidated subsidiaries outside Japan have defined benefit plans and/or defined contribution plans covering
substantially all employees. The cost of benefits for annuities and lump-sum severance payments is currently funded
or accrued.

(I) Provision for loss on repurchase of computers

Certain computers manufactured by the Group are sold to Japan Electronic Computer Company Limited (*'JECC")
and other leasing companies and financial institutions for leasing to the ultimate users under contracts which require
that the Group repurchase the computers if they are returned by the users after a certain period. Based on past experi-
ence, an estimated amount for the loss arising from such repurchases is provided at the point of sale and is charged
to income.

(m) Income taxes
The Group has adopted the balance sheet liability method of tax effect accounting to recognize the effect of all
temporary differences in the recognition of assets and liabilities for tax and financial reporting purposes.

(n) Earnings per share

Basic earnings per share is computed based on the weighted average number of shares of common stock outstand-
ing during the respective years.

Diluted earnings per share is computed based on the weighted average number of shares after consideration of
the dilutive effect of the shares of common stock issuable upon the exercise of warrants and the conversion of con-
vertible bonds.

(o) Derivative financial instruments

Gains and losses on derivative financial instruments used to reduce exposure on receivables and liabilities denomi-
nated in foreign currencies are recognized over the lives of the contracts. Gains and losses arising from the related
receivables and liabilities are offset.

The differentials to be paid or received related to swap contracts are recognized over the lives of the contracts.
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2. Differences with International Accounting Standards

The differences between the accounting principles and practices adopted by the Group and those prescribed by
International Accounting Standards (*'IAS™) are summarized as follows.

Noncurrent monetary items denominated in foreign currencies
Had noncurrent monetary items denominated in foreign currencies been translated at the exchange rates in effect
at the balance sheet dates pursuant to IAS No. 21, the differences would not have been significant.

Cumulative translation adjustment
Although IAS No. 21 requires that cumulative translation adjustment be reported as a component of shareholders’
equity, the Group reported it in assets.

Decrease in cumulative translation adjustment

According to IAS No. 21, upon the liquidation of a foreign subsidiary, the amount of the cumulative translation
adjustment related to the foreign subsidiary should be recognized as income or expenses. The Group records this
amount directly in the retained earnings.

Marketable Securities (Note 4)

Although IAS No. 25 requires that marketable securities recorded in investments and long-term loans be stated at
the lower of cost or market on a portfolio basis, the Company determines the value of the securities on an item-by-item
basis in order to state the value of the securities more conservatively. The difference is immaterial.

Inventories
IAS No. 2 requires that inventories be valued at the lower of their historical cost or net realizable value. Had IAS
No. 2 been applied, the difference in the aggregate value of the inventories would not have been significant.

Detachable stock purchase warrants (Note 9)
According to IAS No. 32, detachable stock purchase warrants should be recorded as a component of shareholders’
equity. The Group includes warrants in other current liabilities.

Leases (Note 15)

Although IAS No. 17 stipulates that leased assets be recorded under property, plant and equipment and lease liabilities
be reflected in long-term liabilities under any finance leases, finance leases in Japan are treated in the same way as
operating leases.

Scope of consolidation (Note 6)

According to IAS No. 27, Fujitsu Leasing Co., Ltd., an affiliate of the Group, should be included in consolidation.
The Company excludes this enterprise from consolidation in accordance with the regulations under the Securities
and Exchange Law of Japan.

Retirement and severance benefits (Note 10)

IAS No. 19 requires that the cost of providing retirement benefits should be determined using an accrued benefit
valuation method or a projected benefit valuation method.

Under the severance benefit plans adopted by the Company and most consolidated subsidiaries in Japan, accrued
severance benefits in the consolidated balance sheets are stated at the present value of the vested benefit obligation.
The difference is calculated assuming that the Company and most consolidated subsidiaries in Japan had used an
accrued benefit valuation method from the year ended March 31, 1999.
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Had IAS been applied, the significant effects on the accompanying consolidated financial statements would have
been as follows:

Yen U.S. Dollars
(millions) (thousands)
Amount of significant effects on consolidated financial statements 1998 1999 1999
Cumulative translation adjustment
Cumulative translation adjustment ..............ceoviieeeeeriieeee e ¥ -66,780 ¥ -86,660 $-716,199
Total shareholders’ EQUILY ........ccvvveeiiieee e -66,780 -86,660 -716,199
Decrease in cumulative translation adjustment
NET TOSS ..ttt — -5,927 -48,983
Decrease in cumulative translation adjustment
[Statement of shareholders’ equity] ..........ccccevviiiiiiiiiiiiiiciiceee — +5,927 +48,983
Detachable stock purchase warrants (Note 9)
Other current iabilitieS ........vvuuriiiiieeeiee e -8,593 -8,477 -70,058
Total shareholders’ equity +8,593 +8,477 +70,058
Leases (Note 15)
Property, plant and equipment, net +76,217 +72,830 +601,901
Total long-term labilities ..........ccvvreeiiiiee e, +76,217 +72,830 +601,901
Scope of consolidation (Note 6) (Unaudited)
TOLAI @SSELS ...ttt +156,395 +162,531 +1,343,231
TOtal lADITTIES .....eeeeee e +152,228 +157,888 +1,304,859
Minority interests in consolidated subsidiaries.............ceevvveeeiiiireeninns +4,167 +4,643 +38,372
Retirement and severance benefits (Note 10) (Unaudited)
Investments and long-term loans—other..........ccccoceeveiiiiee i — +12,418 +102,628
Accrued severance DENETILS .........cviiiiieiiieiic e — +29,567 +244,355
Retained €arnings (= Net 10SS) ...cccvuveeeiiiiiee e — -17,149 -141,727

3. U.S. Dollar Amounts

The Company and its consolidated subsidiaries in Japan maintain their books of account in yen. The U.S. dollar
amounts included in the accompanying consolidated financial statements and the notes thereto represent the arithmetic
results of translating yen into dollars at ¥121= US$1, the approximate rate of exchange prevailing on March 31, 1999.
The U.S. dollar amounts are presented solely for the convenience of the reader and the translation is not intended to
imply that the assets and liabilities which originated in yen have been or could readily be converted, realized or settled
in U.S. dollars at the above or any other rate.

4. Marketable Securities

The current and noncurrent portfolios of marketable securities at March 31, 1998 and 1999, which are included in
short-term investments (current) and in investments and long-term loans—other (noncurrent), are summarized as follows:

Yen U.S. Dollars
(millions) (thousands)
1998 1999 1999
Current:

(08 14 VoL Y7 LU = RS PRS ¥ 24,521 ¥ 12,447 $ 102,868
YT L ARz | (U< 24,745 12,270 101,405
Net unrealized gains (I0SSES) ......ccuvreevreiireeeiiieecieeeiteeeiteeseeseeeaeree e ¥ 224 ¥ (177) $ (1,463)

Noncurrent:
LOF: 17 31T IR L1 = PR ¥103,624 ¥119,346 $ 986,331
MArKET VAIUE ...t 164,324 179,806 1,486,000

Net UNrealized GaINS..........vvei i ¥ 60,700 ¥ 60,460 $ 499,669




5. Inventories
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Inventories at March 31, 1998 and 1999 consisted of the following:

Yen U.S. Dollars

(millions) (thousands)

1998 1999 1999

a1 1T e To o Lo L3S S ¥433,620 ¥421,986 $3,487,488
WOTK N PIOCESS ..uvvveeeiiiiiee e ettt e et e e e et e e e et e e e et eeeesntaeeeessaeeeeaaneaaeennes 366,251 342,507 2,830,636
Raw materials 158,595 141,499 1,169,413
¥958,466 ¥905,992 $7,487,537

6. Investments in Affiliates

A summary of the financial information of the affiliates accounted for on an equity basis is presented below:

Yen U.S. Dollars

(millions) (thousands)

At March 31 1998 1999 1999
CUITENT ASSETS. ..ttt ettt e e e e e e e e eeeeas ¥ 772,633 ¥ 819,430 $ 6,772,149
NONCUITENT BSSETS .. .eeiiieee et e e e e e 543,585 547,105 4,521,529
1,316,218 1,366,535 11,293,678

Current liabilities................. 454,928 371,247 3,068,157
Long-term liabilities 109,339 188,933 1,561,430
N e =TTy O PP ¥ 751,951 ¥ 806,355 $ 6,664,091
Yen U.S. Dollars

(millions) (thousands)

Years ended March 31 1997 1998 1999 1999
NEE SAIES...eveiiiieee et ¥937,439 ¥1,062,300 ¥822,282 $6,795,719
Net income 16,182 60,812 58,000 479,339

Of the affiliates accounted for on an equity basis, the carrying and market values of the shares of the publicly listed

companies at March 31, 1998 and 1999 were as follows:

Yen U.S. Dollars

(millions) (thousands)

At March 31 1998 1999 1999
(07 14 511 T Y 11 1= S ¥256,356 ¥271,158 $2,240,975
MATKET VAIUE ...t e e e e e e e e e e enneeee s 646,212 685,100 5,661,983

At March 31, 1998 and 1999, the amount of ¥19,373 million ($160,107 thousand) representing the Company’s
29.49% investment in JECC was included in investments and long-term loans—other. The Company does not regard
JECC as an affiliate, as it is unable to exercise significant influence over JECC’s affairs. JECC’s principal business is the
leasing of computers and peripherals which it purchases from its seven shareholders. At March 31, 1999, JECC’s issued
share capital was ¥65,700 million ($542,975 thousand). Its net sales for the years ended March 31, 1997, 1998 and

1999 amounted to ¥305,221 million, ¥299,269 million and ¥298,957 million ($2,470,719 thousand).

Due to the amendment to the scope of consolidation based on controlling powers in regulations under the Securities
and Exchange Law of Japan, Fujitsu Leasing Co., Ltd., which was an affiliate of the Group as of March 31, 1999, will

become a consolidated subsidiary effective the year beginning April 1, 1999.
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7. Property, Plant and Equipment

8. Goodwill

Changes in property, plant and equipment have resulted from the following:

Yen U.S. Dollars
(millions) (thousands)
Years ended March 31 1998 1999 1999
Land
Balance at beginning of year, Net..........ccccvveeiiiiie e ¥122,798 ¥134,890 $1,114,793
AAITIONS ... 11,590 6,230 51,488
Translation differeNCeS .......cvvveeeeiiiee e 189 (1,505) (12,438)
(@] 1 T PR = RS PPRSR 313 (5,732) (47,372)
Balance at end of year, Net..........cooiiieeiiiiee e ¥134,890 ¥133,883 $1,106,471
Buildings
Balance at beginning of year, Net.........ccccvvvviiiie e ¥391,142 ¥416,632 $3,443,240
AAITIONS ... aa e e 67,419 32,106 265,339
[T o] =Tot -1 (o o RS 35,410 39,129 323,380
Translation differences 71 (7,855) (64,918)
Other, net (6,590) 310 2,562
Balance at end of year, Net..........cooouviieiiiiiee e ¥416,632 ¥402,064 $3,322,843
Machinery and equipment
Balance at beginning of year, net ¥651,259 ¥750,262 $6,200,512
P20 Lo 11 1o T PP O 426,941 279,608 2,310,810
DT o] (=Tol o1 [0 o FO OO PPPPPP 279,627 286,049 2,364,041
Translation diffEerenCeS ..........oevvvvvviiiiiiiiie e (2,077) (23,289) (192,471)
OLhEI, ME ....ceveceeeeceeecee et (46,234) (52,097) (430,554)
Balance at end of year, Net........ccciiiiiiiiieie e ¥750,262 ¥668,435 $5,524,256
Construction in progress
Balance at beginning of year, Net..........ccccvveeviiiie e ¥ 96,077 ¥ 54,337 $ 449,066
AAITIONS ... 292,756 175,321 1,448,934
Translation differeNCeS .......cvvveeeeiiie e 80 (753) (6,223)
L U ) (= PSP (334,576) (190,859) (1,577,347)
Balance at end of year, Net..........cooiiereiiiiee e ¥ 54,337 ¥ 38,046 $ 314,430
An analysis of goodwill is shown below:
Yen U.S. Dollars
(millions) (thousands)
Years ended March 31 1998 1999 1999
Balance at beginning Of Year ...........ooovveiiiiiie e ¥137,667 ¥231,267 $1,911,297
2o [0 11 10 o PSPPSRSO PP PPPPPPPP 114,627 27,311 225,711
AMOITIZATION ...t e e e e e e e 33,909 21,754 179,785
Translation differeNCeS .........vvviiiiiiie e 12,882 (14,216) (117,488)
Balance at end Of Year.........ovviiiiiiiii i ¥231,267 ¥222,608 $1,839,735
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9. Short-Term Borrowings and Long-Term Debt
Short-term borrowings at March 31, 1998 and 1999 comprised the following:

Yen U.S. Dollars
(millions) (thousands)
1998 1999 1999
Loans, principally from banks, at interest rates ranging from
0.819% to 8.41% at March 31, 1998 and from 0.47% to 8.00%
at March 31, 1999:
Secured.........c....... ¥ 9,113 ¥ 867 $ 7,165
Unsecured 572,194 573,716 4,741,455
Commercial paper at interest rates ranging from 0.50% to 7.95%
at March 31, 1998 and from 0.10% to 0.31% at March 31, 1999.......... 80,550 114,000 942,149

¥661,857 ¥688,583 $5,690,769

Long-term debt at March 31, 1998 and 1999 consisted of:

Yen U.S. Dollars
(millions) (thousands)
1998 1999 1999
Loans, principally from banks and insurance companies,
due from 1999 to 2025 at interest rates ranging from 0.47% to 11.70%
at March 31, 1998 and 1999:
RS- o0 T PSR PRR ¥ 18,339 ¥ 21,623 $ 178,703
Unsecured 284,684 277,956 2,297,157
Bonds and notes issued by the Company:
3.0% U.S. dollar convertible bonds due 1999 ..........cccccoviiieeiiiiiieennns 274 — —
1.3% unsecured convertible bonds due 1998 .............cccoovvvvvvvirivvnnnnnn. 39,782 — —
1.4% unsecured convertible bonds due 2004 .............cccceevviiveeiiinnenn. 39,649 39,649 327,678
1.9% unsecured convertible bonds due 2002.............cccceeviiiieeiiinnnn. 38,139 38,087 314,769
1.95% unsecured convertible bonds due 2003 ............cccoovvivieiiiinenn. 39,342 39,303 324,818
2.0% unsecured convertible bonds due 2004 ................evvviiieeeeeeennnn. 18,045 18,044 149,124
3.0% Swiss franc notes due 1998 with warrants ............cccceeevvvveeennns 29,578 — —
31/8% U.S. dollar bonds due 2000 with warrants..........cccceeeeeeeeeeenneens 50,341 50,341 416,041
4.1% bonds due 1999 with warrants ............ccccevviiiiieeeeeiciiiiiiiieeeenn. 35,000 35,000 289,256
7.0% bonds due 1998.......ccooiiiiiiiiiiiiieee e 30,000 — —
33/4% bonds due 1999... 30,000 30,000 247,934
3.6% bonds due 1998......ccccoiiiiiiiiiiiiiiiie e 20,000 — —
2.3% bonds due 2001........ccooiiiiiiiiiiiieeee e 30,000 30,000 247,934
2.6% bonds due 2002.........ccciiiiiiiiiiieeee e 30,000 30,000 247,934
2.825% bonds due 200L.......cccuuieiuieiiieiiieeiieesiee s 60,000 60,000 495,868
3.025% bonds due 2002... 30,000 30,000 247,934
3.225% bonds due 2003..........cccuiiiiiiiiieee e 30,000 30,000 247,934
2.425% bonds due 2003..........c.cuuiiiiiiieeeee e 50,000 50,000 413,223
2.875% bonds due 2006............uuuiiiiiieieeeiiiiiiiee e 50,000 50,000 413,223
2.575% bonds due 2004 ...........cuuiiiiiieiieeei e 50,000 50,000 413,223
3.15% bonds due 2009.......cccoiiiiiiiiiiiiiiee e 50,000 50,000 413,223
3.0% dual currency bonds due 2001 ...........ccccvviiiiiiiieniiie e 30,000 30,000 247,934
2.3% bonds dUE 2007 ........ccoiiiiiiiiiiiieee e 50,000 50,000 413,223
2.325% bonds due 2008... 50,000 50,000 413,223
3.0% bonds due 2018.........ccooiiiiiiiiiiiiiiee e — 30,000 247,934
2.175% bonds due 2008............ouuiiiiiieiieeiiiiiieee e — 50,000 413,223
2.15% bonds due 2008.........cccuuiiiiiiiieeee e — 50,000 413,223
Bonds and notes issued by consolidated subsidiaries:
Unsecured (2.66% to 3.45%, due 1999-2006) ..........cccceerververieninns 45,812 48,757 402,950
Less amounts due Within ONe YEar ...........cceeiieiiiiieiiiieeiie e 165,460 110,385 912,273

¥1,063,525  ¥1,128,375 $9,325,413
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Assets pledged as collateral for bank loans and long-term debt at March 31, 1998 and 1999 are presented below:

Yen U.S. Dollars

(millions) (thousands)

1998 1999 1999

Investments and [ONG-tErM l0ANS .........c.veeeeiiiieee e ¥ 330 ¥ 7 $ 58
Property, plant and equIPMENT, NET..........coveiiiireeiiiiie e 27,181 23,411 193,479
¥27,511 ¥23,418 $193,537

As is customary in Japan, substantially all loans from banks (including short-term loans) are made under general
agreements which provide that, at the request of the banks, the borrower is required to provide collateral or guarantors
(or additional collateral or guarantors, as appropriate) with respect to such loans, and that all assets pledged as collateral
under such agreements will be applicable to all present and future indebtedness to the banks concerned. These general
agreements further provide that the banks have the right, as the indebtedness matures or becomes due prematurely
by default, to offset deposits at the banks against the indebtedness due to the banks.

The current conversion prices of the 1.4%, 1.9%, 1.95% and 2.0% convertible bonds issued by the Company are
¥1,751.50, ¥998.00, ¥998.00 and ¥998.00 per share, respectively, and the current exercise prices of the warrants
issued with the 31/8% and 4.1% bonds are ¥1,220.00 and ¥1,144.90 per share, respectively. The conversion and
exercise prices referred to above are subject to adjustment in certain circumstances, including stock splits or free share
distributions of common stock. At March 31, 1999, approximately 188 million shares of common stock were reserved
for the conversion or exercise of all outstanding convertible bonds and warrants.

Certain outstanding convertible bonds and notes can be repurchased at any time and may be redeemed at the
option of the Company, in whole or in part, at prices ranging from 105% to 100% of their principal amounts.

The aggregate annual maturities of long-term debt subsequent to March 31, 1999 are summarized as follows:

Yen U.S. Dollars

Years ending March 31 (millions) (thousands)
2000 ..ttt et e et e e oo e e ah bttt ettt e e e e e e e e n bt bbbt et aeeaeeeeeannnnaanes ¥110,385 $ 912,273
115,621 955,545

195,611 1,616,620

161,158 1,331,884

655,985 5,421,364

Bonds with detachable stock purchase warrants issued on or after April 1, 1994 have been accounted for as amounts
separately attributable to the bonds and the stock purchase warrants. As for bonds with warrants issued before that
date, the value of the stock purchase warrants have not been computed retroactively as they are not detachable.

The aggregate amount attributable to the stock purchase warrants is reported in other current liabilities in conformity
with accounting principles generally accepted in Japan. The warrants outstanding at March 31, 1998 and 1999 amounted
to ¥8,593 million and ¥8,477 million ($70,058 thousand), respectively.

Convertible bonds are treated entirely as bonds and no value inherent in the conversion feature is recognized in
accordance with accounting principles generally accepted in Japan. The total amount of convertible bonds are included
in long-term debt.

10. Retirement and Severance Benefits

Accrued severance benefits in the consolidated balance sheets comprise the principal pension plans which are
unfunded defined benefit plans. Under the plans, employees are entitled to lump-sum payments based on their
current basic rates of pay and length of service. Accrued severance benefits in the consolidated balance sheets are
stated at the present value of the vested benefit obligation which would be required if all employees voluntarily termi-
nated their services at the balance sheet dates. Provisions for employees’ severance benefits charged to income for
the years ended March 31, 1997, 1998 and 1999 amounted to ¥26,697 million, ¥25,352 million and ¥31,975 million
($264,256 thousand), respectively.

In addition to the plans described above, substantially all employees of the Company and most subsidiaries in Japan
are covered by contributory defined benefit plans, which include a substitutional portion of the benefits under the National
Welfare Pension Plan of Japan (“‘the NWP Plan”). The plans require that the liability reserve and the annual contributions
be actuarially calculated by the open aggregate cost method for the substitutional portion of the NWP Plan, and by the
entry-age normal cost method for the remainder.
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The liability reserve for the substitutional portion of the NWP Plan of the Company and certain subsidiaries at
March 31, 1997 and 1998, the most recent valuation dates, amounted to ¥217,740 million and ¥242,300 million
($2,002,479 thousand), respectively. The liability reserve for the remainder at March 31, 1997 and 1998 amounted
to ¥245,892 million and ¥312,194 million ($2,580,116 thousand), respectively.

At March 31, 1997 and 1998 the aggregate fair value of the plan assets of the contributory defined benefit plans,
which primarily consist of marketable securities, totaled ¥463,782 million and ¥528,633 million ($4,368,868 thousand),
respectively.

The assumed rate for salary increases, the expected long-term rate of return and the discount rate for the above
contributory pension plans ranged from 2.2% to 5.3%, 5.5%, and 5.5%, respectively.

The unrecognized balance of past service cost of ¥33,088 million ($273,455 thousand) as of March 31, 1998 is
being amortized over 7 years. Amortization of past service cost for the years ended March 31, 1996, 1997 and 1998
totaled ¥5,132 million, ¥5,578 million and ¥6,064 million ($50,116 thousand), respectively.

Effective January 1, 1999 the Company and most consolidated subsidiaries in Japan determined to shift their sever-
ance benefit plans to contributory defined benefit plans. For the year ended March 31, 1999, the shift covered only
employees who retire at the age of sixty and, therefore, there was no accompanying reversal of the accrued severance
benefits. The unrecognized past service cost resulting from this shift is being amortized over 10 years.

Most subsidiaries outside Japan have defined benefit pension plans and/or defined contribution pension plans cover-
ing substantially all employees. The major plan is the ICL Group Pension Plan, which is a defined benefit plan. The pen-
sion cost of this plan is calculated by the projected unit method. The plan is subject to formal actuarial valuation and
the fair value of the plan assets at April 5, 1997, the most recent valuation date, was sufficient to cover the actuarial
present value of future benefit obligations.

IAS No. 19 requires that the cost of providing retirement benefits be determined by the accrued benefit valuation
method or a projected benefit valuation method.

Under the contributory defined benefit plans adopted by the Company and most consolidated subsidiaries in Japan,
the liability reserve and the annual contributions are calculated actuarially by the projected benefit valuation method
and, therefore, the difference is immaterial.

However, under the severance benefit plans adopted by the Company and most consolidated subsidiaries in Japan,
accrued severance benefits in the consolidated balance sheets are stated at the present value of the vested benefit
obligation which would be satisfied if all employees voluntarily terminated their services at the balance sheet dates.
Had the Company and most consolidated subsidiaries in Japan followed the accrued benefit valuation method, the
material difference would have been as follows. The difference has been calculated assuming that the Company and
most consolidated subsidiaries in Japan had followed the method from the year ended March 31, 1999.

The severance benefit plans (The Company and most subsidiaries in Japan)

Yen U.S. Dollars
Year ended March 31 (millions) (thousands)
As of March 31, 1999 (estimated): (Unaudited)
Present value of severance benefitS.......cccoeeeeeeiveeeieeeiiiiiiiiieiiens ¥410,783 $3,394,901
Fair value of plan assets of tax-qualified pension plans (12,880) (106,446)
Excess of projected benefit obligation over plan assets...........ccccceevcireeiiiiieee e 397,903 3,288,455
Unrecognized net obligation at transition
(assuming that it is amortized over 10 years from April 1998).........cccceevviiieeeeiiineeninns (206,635) (1,707,727)
Unrecognized accrued severance benefits (the difference between
IAS and the accounting principles adopted by the Group).........cccooovveeeiiiiiei i (29,567) (244,355)
Accrued severance benefits in the consolidated balance sheet ............cccceeeeeviieeiiieennnnn. ¥161,701 $1,336,372
The year ended March 31, 1999 (estimated): (Unaudited)
Current service cost of severance benefit plans..........cccoceviiiiiiiiiiieie e ¥ 40,530 $ 334,959
Expected return ONn Plan @SSETS ........ccooieoiiiiiiiii e (732) (6,050)
Past service cost (depreciation of net obligation at transition) 22,960 189,752
Cost of the severance benefit plans, NEL..........oveiiiiiei i 62,758 518,661
Unrecognized cost of severance benefit plans (the difference
between IAS and the accounting principles adopted by the Group) .........ccccceeevvveeennns (29,567) (244,355)

Cost of the severance benefit plans in the consolidated statement of operations........... ¥ 33,191 $ 274,306
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The above estimation of the cost of the severance benefit plans for the year ended March 31, 1999 was based on the
following rates assumed to be in effect as of April 1, 1998. The discount rate, the expected long-term rate of return,
and the assumed rate for salary increases were assumed at 4.5%, 6.7% and from 2.7% to 4.6%, respectively.

The major plan outside Japan is the ICL Group Pension Plan, which is a defined benefit plan. Under the plan, the
cost of providing retirement benefits is determined using the accrued benefit valuation method.

11. Income Taxes

The Group is subject to a number of different income taxes. The statutory tax rates in Japan for the years ended
March 31, 1997, 1998, and 1999 were, in the aggregate, approximately 51%, 51%, and 47%, respectively. Due to
a recent revision to the Corporate Tax Law, the statutory rate has been reduced to approximately 42% effective the
year ending March 31, 2000 or after, and this figure has been used in calculating the future tax effects of temporary
differences as of March 31, 1999.

The components of income taxes are summarized as follows:

Yen U.S. Dollars

(millions) (thousands)

Years ended March 31 1997 1998 1999 1999
CUITENT .t ¥96,620 ¥111,220 ¥57,588 $475,934
D5 =1 =T RSP (121) (1,731) (2,053) (16,967)
Changes in deferred tax rate .........ccocveeeviieeeeeiiine e — (939) (856) (7,074)
[NCOME TAXES ..ot ¥96,499 ¥108,550 ¥54,679 $451,893

The significant components of deferred tax assets and liabilities at March 31, 1998 and 1999 are summarized

as follows:
Yen U.S. Dollars
(millions) (thousands)
1998 1999 1999
Deferred tax assets:
Accrued severance benefits .........cccvviviieeeiiiie e ¥19,854 ¥23,125 $191,116
Intercompany profit on inventories and property, plant and equipment ... 8,588 12,365 102,190
AcCrued eNErPriSE TAXES ..e.uvvreeeiieieeeeiiieeeasiieeeeseeeeeneeeeeannneeeeennnneeens 6,623 2,935 24,256
Accrued employee Benefits .........cceveeiiiieee i 57 2,148 17,752
(0] 10 1=T PP PSP PPR PR 17,182 12,021 99,347
Gross deferred tax aSSELS.......cccuuiiiriiiiiieiiie it 52,304 52,594 434,661
Less: Valuation alloWanCe............ooovieeieiiiiie e (1,510) (9,496) (78,479)
Total deferred tax aSSELS.......uvururriiiiiiieiiee e 50,794 43,098 356,182
Deferred tax liabilities:
Retained earnings appropriated for tax deductible reserves (40,271) (28,760) (237,686)
(@] 101 PSPPI (12,298) (7,311) (60,422)
Gross deferred tax liabilitieS...........coeeeivireeiiiiee e (52,569) (36,071) (298,108)
Net deferred tax assets (liabilities) .........oeevvvrreeiiieeeiiieee e, ¥ (1,775) ¥ 7,027 $ 58,074

Net deferred tax assets (liabilities) have been reflected in the consolidated balance sheets as follows:

Yen U.S. Dollars

(millions) (thousands)

At March 31 1998 1999 1999
OthEr CUIMENT ASSEES ..vvvveieeeee e e e ettt e e e e e e e e e e e e e e e eeeeeaeaeaanaaes ¥17,266 ¥23,309 $192,636
Investments and long-term 10ans—other ............ccccocvvveeeiiiee e, — 967 7,992
Other current Habilities ..........coeoviiee i — (2,338) (19,322)
Other long-term liabilities (19,041) (14,911) (123,232)

Net deferred tax assets (liabilities) ..........cccvreeiiiiieeiiiiiee e ¥(1,775) ¥ 7,027 $ 58,074
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Unused tax loss carryforwards

In addition, at March 31, 1999, for tax return purposes, the Group had tax loss carryforwards amounting to approxi-
mately ¥179,947 million ($1,487,165 thousand). These carryforwards expire at various dates, but primarily extend up
to 20 years. Realization is dependent on the ability of the companies to generate sufficient taxable income prior to
the expiration of the tax loss carryforwards. No deferred tax assets have been recorded for these carryforwards, as
the utilization of these losses is currently not able to be determined.

Undistributed profits of affiliates
Deferred tax liabilities have not been provided on the undistributed profit of affiliates as it is deemed that any
distributions will not give rise to tax liabilities.

Valuation allowance for losses of subsidiaries
Deferred tax assets have not been provided on valuation allowance for losses of subsidiaries, as the utilization of
these losses is currently not able to be determined.

12. Shareholders’ Equity

The changes in the number of issued shares of common stock during the years ended March 31, 1997, 1998 and
1999 were as follows:

Number of shares

1997 1998 1999
Balance at beginning of year..........cccccvveeiiiiiei e 1,841,272,768 1,841,435,783 1,862,355,910
Exercise of warrants............... — 16,661,107 20,275,164
Conversion of bonds 163,015 4,259,020 328,628
INCrease DY MEIQET........coouiiieeiieee et aa e — — 1,179,702
Balance at end Of Year ..........coovveviiiiiie e 1,841,435,783 1,862,355,910 1,884,139,404

The issuance of shares upon conversion of convertible bonds and the exercise of stock purchase warrants is accounted
for by crediting an amount equal to at least 50% of the amount of each issuance to the common stock account and
the balance to the capital surplus account in accordance with certain provisions of the Commercial Code of Japan,
which became effective October 1, 1982.

Appropriations of retained earnings for the year ended March 31, 1999, which included year-end cash dividends
of ¥9,420 million ($77,851 thousand), were recorded on the Company’s statutory books of account after approval
at the general shareholders’ meeting held on June 29, 1999, and will be included in the following year’s consolidated
balance sheet.

Increase by merger during the year ended March 31, 1999 reflects the issuance of stock in connection with the
merger of Fujitsu Towa Electron Ltd. with the Company in October 1998.

13. Commitments and Contingent Liabilities

Commitments outstanding at March 31, 1999 for purchases of property, plant and equipment were approximately
¥16,180 million ($133,719 thousand).

Contingent liabilities for guarantee contracts amounted to ¥68,858 million ($569,074 thousand) at March 31, 1999.
Of the total contingent liabilities, guarantees given for employees’ housing loans were ¥33,230 million ($274,628
thousand) in the aggregate and guarantees given as buyers’ credit related to exports to China were ¥10,033 million
($82,917 thousand).

14. Derivative Financial Instruments

Purpose of Derivative Trading

The Group enters into derivative transactions related to foreign currency and interest to reduce the risk exposure
arising from fluctuations in foreign currency exchange rates and interest rates, to reduce the costs of the funds
financed, and to improve their return on invested funds.

Basic Policies for Derivative Trading

The Group basically enters into derivative transactions only to cover their actual requirements for the effective
management of receivables/liabilities, and not for speculative or dealing purposes.

The Group, in principle, has no intention to use derivative financial instruments that would increase market risks.
Furthermore, the counterparties to the derivative transactions are thoroughly assessed in terms of their credit risks.
Therefore, the Group believes that their derivative financial instruments entails minimal market and credit risks.
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Notional amounts of derivative financial instruments
The notional amounts related to the forward exchange contracts, the interest rate and currency swap contracts and
the option contracts at March 31, 1998 and 1999 were as follows:

Yen U.S. Dollars
(millions) (thousands)
1998 1999 1999

Forward exchange contracts:
TO buy fOreign CUMENCIES. ....ecvvieeeeeiieeee e e e e e e e e e see e e eeaee e e ¥123,182 ¥ 73,658 $ 608,744
TO Sell fOreign CUITENCIES ....cecvvieeeeeiiiee e eie e e e e e e e 142,760 37,537 310,223
Interest rate and currency SWap CONIAaCES ........ccuvveeeeiuvireeeiiiiieeesiiiee e e 249,463 259,343 2,143,331

Option contracts:

PUICNASET ... 16,218 33,489 276,769
WVFTEEEI .ttt 16,158 38,887 321,380

Fair values of derivative financial instruments
The estimated fair values of the forward exchange contracts at March 31, 1998 and 1999 were as follows:

Yen U.S. Dollars

(millions) (thousands)

1998 1999 1999

Forward exchange CONTIACES.........uveeiiiieiee e e e e ¥1,386 ¥(104) $(860)

The carrying amounts and estimated fair values of the interest rate and currency swap contracts and the option con-
tracts at March 31, 1998 and 1999 were as follows:

Yen (millions) U.S. Dollars (thousands)

1998 1999 1999

Carrying Estimated Carrying Estimated Carrying Estimated

amount fair value amount fair value amount fair value

Interest rate and currency swap contracts ........ ¥ — ¥(1,695) ¥ — ¥(3,132) $ — $(25,884)
Option contracts:

PUICh@sed .........ccuvvveiiiiiiieiiiieee e 203 317 991 1,104 8,190 9,124

WIHEEEN ... 202 204 1,016 1,200 8,397 9,917

Estimate of fair values

The fair values of the forward exchange contracts have been based on quoted market rates at March 31, 1998
and 1999.

The fair values of the interest rate and currency swap contracts and the option contracts have been valued by the
discounted cash flow analysis methods.

The estimates of the fair values were performed as of March 31, 1998 and 1999, based on various assumptions.
Accordingly, the Group believes that the estimated fair values may be of limited usefulness.

At March 31, 1998, the equivalent amount of the book value of the leased assets of the Company and its consoli-
dated subsidiaries in Japan was ¥76,217 million.

At March 31, 1999, the equivalent amounts of acquisition cost, accumulated depreciation and book value of leased
assets of the Company and its consolidated subsidiaries in Japan were ¥138,150 million ($1,141,736 thousand),
¥65,320 million ($539,835 thousand) and ¥72,830 million ($601,901 thousand), respectively.

At March 31, 1999, future minimum lease payments under finance leases of the consolidated subsidiaries outside
Japan amounted to ¥16,654 million ($137,636 thousand) due within one year, ¥44,176 million ($365,091 thousand)
due over one year and within five years, and ¥23,443 million ($193,744 thousand) due over five years.

At March 31, 1999, future minimum lease payments under finance leases of the Company and its consolidated sub-
sidiaries in Japan consisted of ¥23,558 million ($194,694 thousand) due within one year, ¥44,937 million ($371,380
thousand) due over one year and within five years, and ¥4,335 million ($35,826 thousand) due over five years.

Total lease payments under finance leases of the Company and its consolidated subsidiaries in Japan for the years
ended March 31,1997, 1998 and 1999 amounted to ¥21,993 million, ¥23,118 million and ¥24,695 million ($204,091
thousand), respectively.



Notes to Consolidated Financial Statements | 41

The equivalent amount of depreciation under finance leases of the Company and its consolidated subsidiaries in
Japan for the year ended March 31,1999 was ¥24,695 million ($204,091 thousand). Presentation of the 1997 and
1998 information is not required by the regulations under the Securities and Exchange Law of Japan.

At March 31, 1999, future minimum lease payments under operating leases of the Company and its consolidated
subsidiaries in Japan represented ¥1,136 million ($9,388 thousand) due within one year and ¥184 million ($1,521 thou-
sand) due over one year and within five years.

16. Supplementary Information to the Consolidated Balance Sheet
Balances with affiliates at March 31, 1998 and 1999 were shown below:

Yen U.S. Dollars
(millions) (thousands)
1998 1999 1999
Receivables, trade ¥88,817 ¥87,608 $724,033
PaYabIES, TrAOE ....eiiiiiee e 36,842 40,178 332,050
17. Earnings Per Share
Basic earnings per share and diluted earnings per share are calculated as follows:
Net income Weighted- Earnings (loss)
(loss) average shares per share
Yen (millions) (thousands) Yen U.S. Dollars
For the year ended March 31, 1997
BasiC earnings Per SNare ..........coovuvieiiiiiee i ¥ 46,147 1,841,365 ¥25.1
Effect of dilutive securities
Convertible DONAS ...........ooviiieeeeeeeeeeee e 1,482 145,653
Diluted earnings per Share ............ccovoveeeeeiiiiee s ¥ 47,629 1,987,018 ¥24.0
For the year ended March 31, 1998
BasiC earnings Per SNare ..........ooviuveeeiiiieee e ¥ 5,587 1,857,216 ¥ 3.0
Effect of dilutive securities
WVAITANTS «.oevei e e e e e e e e e e e e e eeeaaan — 16,149
Diluted earnings per Share ...........c.ccooueeeeeiiiiee e ¥ 5,587 1,873,365 ¥ 3.0
For the year ended March 31, 1999
BasiC [0SSES PEI SNAIE .....eeeiiiiieeeciiee et ¥(13,638) 1,874,396 ¥(7.3) $(0.060)

Note: Diluted earnings per share for the year ended March 31, 1999 are not presented as a net loss was recorded.

18. Supplementary Information to the Consolidated Statements of Operations

Research and development expenses charged to selling, general and administrative expenses for the years ended
March 31, 1997, 1998 and 1999 were ¥352,818 million, ¥387,129 million and ¥395,063 million ($3,264,983 thou-
sand), respectively.

Other income (expenses)—other, net for the years ended March 31, 1997, 1998 and 1999 consisted of the following:

Yen U.S. Dollars

(millions) (thousands)

1997 1998 1999 1999

Foreign exchange gains (I0SSes), Net ........coovveeeeiiiieeeiiiiieeenies ¥22,524 ¥ (9,445) ¥(16,787) $(138,736)
Loss on disposal of property, plant and equipment.................. (11,656) (12,866) (15,610) (129,008)
Expenses for issuance and offering of securities...........c..cc....e.. (1,264) (1,818) (1,286) (10,628)
Loss on devaluation of marketable securities ...............ccceevvnes (5,283) (13,200) (5,575) (46,074)
Gain on sales of marketable securities ............c.ccocoeeiieenieennnn. — 14,593 19,279 159,331
Gain on sales of subsidiaries’ StoCK .............ccccvvveriieiiiiiiiennnn, — — 41,002 338,859
ReStruCtUring ChargesS.......cvvveeeiiiiiee e (4,964) — (43,714) (361,273)
Provision for loss on Pathway project..........ccccceevciveeiiiiieeennnnee. — — (38,111) (314,967)
Oher, NEL ..o (6,550) (5,871) 1,406 11,620

¥(7,193) ¥(28,607) ¥(59,396)  $(490,876)
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Restructuring charges related mainly to the reorganization of manufacturing and office facilities and the disposal of
assets throughout the Group in order to streamline its business structure. The amount of ¥4,964 million for the year
ended March 31, 1997 related to the restructuring of FDK Corporation. The amount of ¥43,714 million ($361,273 thou-
sand) for the year ended March 31, 1999 includes ¥17,221 million ($142,322 thousand) principally for restructuring of
the semiconductor factories at the Company and ¥18,440 million ($152,397 thousand) in connection with the liquida-
tion of Fujitsu Microelectronics Ltd. in the U.K.

The provision for loss on the Pathway project of ¥38,111 million ($314,967 thousand) for the year ended March 31,
1999 is related to the realignment of the ICL Pathway Private Finance Initiative (PFl) project, which is a large-scale plan
to automate postal services throughout the U.K. and to construct, implement and operate a system to deliver social
benefit payments through the postal service.

19. Segment Information

The Group, as a total supplier, supplies products and services which satisfy customers’ needs by incorporating
leading-ledge technologies in one business segment, the information technology industry. Effective the year ended
March 31, 1999, however, this business segment has been divided into 5 new segments of “Services & Software,”
“Information Processing,” “Telecommunications,” “Electronic Devices” and “Other Operations™ in order to present
more useful information regarding the Group’s business. These segments are classified based upon similarity of prod-
ucts and services, and selling methods, etc.

Business Segment Information

Yen (millions)

Services & Information Telecom- Electronic Other Elimination &
Years ended March 31 Software Processing  munications Devices Operations Corporate  Consolidated
1997
Sales
Unaffiliated customers ¥1,521,065  ¥1,547,239 ¥774,456 ¥464,500 ¥196,214 ¥ —  ¥4503,474
Intersegment............ccc...... 44,013 210,607 19,510 150,634 133,769 (558,533) =
Total sales.......ccceuene. 1,565,078 1,757,846 793,966 615,134 329,983 (558,533) 4,503,474
Operating costs and expenses... 1,463,665 1,722,671 638,676 661,972 324,260 (497,555) 4,313,689
Operating income (loss) 101,413 35,175 155,290 (46,838) 5,723 (60,978) 189,785
Total aSSets ...vvvrereereereiennns 1,032,210 1,414,489 508,743 909,841 361,462 500,855 4,727,600
Depreciation .........c.ooeeerene. 35,264 75,417 23,059 140,107 7,374 7,937 289,158
Capital expenditure............... 52,391 113,906 37,128 203,292 9,792 15,178 431,687
1998
Sales
Unaffiliated customers .. ¥1,736,697  ¥1,688,402 ¥799,287 ¥541,023 ¥219,973 ¥ —  ¥4,985,382
Intersegment.........cccccevveee 45,305 246,012 12,450 115,667 127,483 (546,917) —
Total sales........ccceunn.. 1,782,002 1,934,414 811,737 656,690 347,456 (546,917) 4,985,382
Operating costs and expenses... 1,662,314 1,884,477 710,823 689,163 343,455 (482,203) 4,808,029
Operating income (loss) 119,688 49,937 100,914 (32,473) 4,001 (64,714) 177,353
Total asSets ....vovvrevererireiennes 1,266,111 1,449,784 601,298 982,234 375,193 448,419 5,123,039
Depreciation .........c.cccevurene. 43,095 77,892 27,648 150,628 7,905 7,676 314,844
Capital expenditure 60,087 97,165 51,451 196,461 8,794 18,324 432,282
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Yen (millions)
Services & Information Telecom- Electronic Other Elimination &
Year ended March 31 Software Processing  munications Devices Operations Corporate  Consolidated
1999
Sales
Unaffiliated customers .......... ¥2,034,569  ¥1,801,409 ¥681,059 ¥506,645 ¥219,304 ¥ —  ¥5,242,986
Intersegment...........ccceeeeunen. 58,245 300,661 10,759 103,161 100,949 (573,775) —
Total sales.........ccceveveees 2,092,814 2,102,070 691,818 609,806 320,253 (573,775) 5,242,986
Operating costs and expenses ... 1,926,478 2,007,998 676,161 693,145 313,196 (506,279) 5,110,699
Operating income (10Ss)............. 166,336 94,072 15,657 (83,339) 7,057 (67,496) 132,287
Total aSSets.......covvvviererriiieriinas 1,359,518 1,354,471 582,633 890,014 372,640 553,054 5,112,330
Depreciation .........cccceveeerinnen. 42,609 79,596 41,764 149,913 8,173 7,167 329,222
Capital expenditure 42,637 86,775 41,351 92,252 8,123 11,317 282,455
U.S. Dollars (thousands)
1999 (in U.S. Dollars)
Sales
Unaffiliated customers .......... $16,814,620 $14,887,677 $5,628,587 $4,187,149 $1,812430 $ — $43,330,463
Intersegment...........cccceeevnen. 481,364 2,484,802 88,917 852,570 834,289  (4,741,942) —
Total saleS.........covvevnas 17,295,984 17,372,479 5,717,504 5,039,719 2,646,719  (4,741,942) 43,330,463
Operating costs and expenses... 15,921,306 16,595,025 5,588,107 5,728,471 2,588,397  (4,184,124) 42,237,182
Operating income (l0ss)............. 1,374,678 777,454 129,397 (688,752) 58,322 (557,818) 1,093,281
Total asSets ........ccevvveveverererenanas 11,235,686 11,193,975 4,815,149 7,355,488 3,079,669 4,570,694 42,250,661
Depreciation ..........cccceerveeennns 352,140 657,820 345,157 1,238,950 67,545 59,231 2,720,843
Capital expenditure.................. 352,372 717,149 341,744 762,413 67,132 93,529 2,334,339

Notes: 1. The business segments are classified based on similarity of products and services, and selling methods, etc.
2. Principal products and services of business segments are as follows:

(1) Services & Software ....... System integration service, Outsourcing, Network service, Consulting, SE support, User training,

Internet service, Maintenance and system construction works, Operating system, Middleware,

w

(2) Information Processing ...

(4) Electronic Devices

(5) Other Operations

Application software, Multimedia contents

Magnetic disk, Optical magnetic disk, Magnetic tape, Printer, Word processor

(3) Telecommunications ...... Electronic switching system, ATM switching system, Optical transmission system, Optical undersea
transmission system, Wireless system, Satellite telecommunication system, Corporate information
network system, Mobile telecommunication system, Cellular phone

.......... Memory IC (DRAM, Flash memory), Logic IC (ASIC, Microcontroller, System LSI), Media device

(PC card, SAW device), PDP, LCD, Compound semiconductor, Relay, Connector, Keyboard

High performance computer, Global server, UNIX server, Intel-architecture server, Workstation,
Personal computer, LAN, ATM, Smart card, POS system, Handy terminal, Medicare system,

........... Electronic material, Battery, Audio/Visual equipment, Auto electronic device, Logistic service,

Insurance and travel service

. Unallocated operating costs and expenses reported in “Elimination & Corporate” for the years ended March 31, 1997, 1998 and 1999

were ¥62,292 million, ¥65,234 million and ¥64,049 million ($529,331 thousand), respectively. Most of those costs and expenses are
incurred as basic research and development expenses and general and administrative expenses at the Company.
Corporate assets included in “Elimination & Corporate™ at March 31, 1997, 1998 and 1999 were ¥729,369 million, ¥735,282 million
and ¥803,905 million ($6,643,843 thousand), respectively. The assets principally consisted of working capital (cash and cash equivalents),
long-term investments and miscellaneous assets held by the general and administrative sections.
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Geographic Segment Information

Yen (millions)
Elimination &
Years ended March 31 Japan Europe  The Americas Other Corporate Consolidated
1997
Sales
Unaffiliated customers ................ ¥3,376,708 ¥637,011 ¥324,819 ¥164,936 ¥ — ¥4,503,474
Intersegment........ccovvvveerrrenennns 385,520 24,770 51,757 229,724 (691,771) —
TOtal v 3,762,228 661,781 376,576 394,660 (691,771) 4,503,474
Operating costs and expenses.......... 3,481,405 684,557 390,593 389,372 (632,238) 4,313,689
Operating income (0SS) .........ccevune 280,823 (22,776) (14,017) 5,288 (59,533) 189,785
Total 8SSetS.....cvvvrririeieiireeeiines 3,072,360 359,705 488,303 250,060 557,172 4,727,600
1998
Sales
Unaffiliated customers ................ ¥3,528,164 ¥795,932 ¥449,998 ¥211,288 ¥ — ¥4,985,382
Intersegment........cccovvveverrirenennn. 482,785 30,751 61,694 312,581 (887,811) —
0] 4,010,949 826,683 511,692 523,869 (887,811) 4,985,382
Operating costs and expenses.......... 3,726,943 834,102 572,293 497,333 (822,642) 4,808,029
Operating income (0SS) .........cvevene 284,006 (7,419) (60,601) 26,536 (65,169) 177,353
TOtal SSEtS.....vveverririrereirirereeisieines 3,214,068 710,828 484,473 275,152 438,518 5,123,039
1999
Sales
Unaffiliated customers................. ¥3,414,620  ¥1,005,646 ¥573,191 ¥249,529 ¥ — ¥5,242,986
Intersegment ........coovveeerererennne 571,769 53,409 95,938 323,426 (1,044,542) —
0] U 3,986,389 1,059,055 669,129 572,955 (1,044,542) 5,242,986
Operating costs and expenses.......... 3,777,230 1,058,644 688,148 559,328 (972,651) 5,110,699
Operating income (10SS) .................. 209,159 411 (19,019) 13,627 (71,891) 132,287
Total @SSetS.....c.vvvirereeriieierieinae 3,266,960 624,572 371,253 271,378 578,167 5,112,330

U.S. Dollars (thousands)

1999 (in U.S. Dollars)

Sales
Unaffiliated customers................. $28,220,000  $8,311,124  $4,737,116  $2,062,223  $ — $43,330,463
4,725,364 441,397 792,876 2,672,942 (8,632,579) —
32,945,364 8,752,521 5,529,992 4,735,165 (8,632,579) 43,330,463
Operating costs and expenses.......... 31,216,777 8,749,124 5,687,174 4,622,546 (8,038,439) 42,237,182
Operating income (0SS) .........covvevune 1,728,587 3,397 (157,182) 112,619 (594,140) 1,093,281
Total @SSELS......cvvviviiiiieiieae 26,999,669 5,161,752 3,068,207 2,242,793 4,778,240 42,250,661

Notes: 1. Classification of the geographic segments is determined by geographical location.
2. Principal countries and regions belong to geographic segments except Japan:

(1) Europe......ccccvennene U.K., Spain, Sweden, Germany, Finland, the Netherlands
(2) The Americas....... U.S.A., Canada
(3) Others ................ China, Thailand, Vietnam, Malaysia, the Philippines, Singapore, Taiwan, Australia

3. Unallocated operating costs and expenses reported in “Elimination & Corporate” for the years ended March 31, 1997, 1998 and 1999
were ¥62,292 million, ¥65,234 million and ¥64,049 million ($529,331 thousand), respectively. Most of those costs and expenses are
incurred as basic research and development expenses and general and administrative expenses at the Company.

4. Corporate assets included in “Elimination & Corporate” at March 31, 1997, 1998 and 1999 were ¥729,369 million, ¥735,282 million
and ¥803,905 million ($6,643,843 thousand), respectively. The assets principally consisted of working capital (cash and cash equivalents),
long-term investments and miscellaneous assets held by the general and administrative sections.



