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Financial Review

Kawasaki Kisen Kaisha, Ltd. and Consolidated Subsidiaries

Selected Financial Data
Years ended March 31

Millions of yen

CONSOLIDATED 2001 2000 1999 1998 1997 1996
OPErating EVEIUECS .....ccveiviverieieieiaeaiateaneanesiesiessenseseenes ¥557,869 ¥485,693 ¥513,100 ¥517,755 ¥482.621  ¥450,095
OPErating iNCOME .......ceriiviireeiieiriieereiieestasesseessesesseseeens 36,009 26,817 21,508 26,922 23,599 24,067
As a % of operating revenues .............ccooeeveeeeerieeiennenn. 6.5% 5.5% 4.2% 5.2% 4.9% 5.3%
NEE FCOME oo 1,948 6,843 1,596 1,668 6,303 2,835
TOLAL ASSELS .ottt 513,797 514,802 522,499 576,109 557,892 522,836
Shareholders’ eqUIty ..........cccociveviiviieriiieeeeeeeeeee e, 68,647 74,132 68,607 68,436 66,773 60,235
As a % Of total ASSELS ........ocovvviiiiiiiiiiii e 13.4% 14.4% 13.1% 11.9% 12.0% 11.5%
Liabilities bearing interest .............ccovveviriiereeereeeeiieerienen, 331,484 348,602 367,352 404,633 394,619 373,559
As 2 % Of tOtal ASSELS ..ooovviiveiiiiiieieecie e 64.5% 67.7% 70.3% 70.2% 70.7% 71.5%
DeDt t0 EQUILY FATO ....ovveveeeiveeceeieeeeeeeeeeeeeeeen s 4.83 4.70 5.35 5.91 5.91 6.20
REtUrN ON €QUILY ..oeeiiiiiiiiiiiiiiiiie et 2.7% 9.6% 2.3% 2.5% 9.9% 4.8%
INterest COVErage Tatio ........ccoovieriieierueaieineaieeieaieeneaieeneas 3.10 2.49 1.56 1.84 1.62 1.45
Balance of financial income and expense ........................ (10,248) (9,492) (12,971) (13,810) (13,855) (16,019
Depreciation and amortiZation ..............ccocceevveeievieiienenne. 33,550 31,085 30,859 36,260 35,997 32,645

Notes: (1) Finance leases on vessels which transfer ownership to the lessee after the lease term have been capitalized, and the related obligation has
been recorded in the consolidated balance sheets since 1996 pursuant to the adoption of a revised standard of accounting for lease trans-
actions. In this connection, depreciation of vessels and the related interest expense have been accounted for in the statements of income
since 1990, replacing lease expenses on vessels paid to the lessors in previous years.

(2) Operating income for the year ended March 31, 1999, increased by ¥523 million over that recorded in previous years because enterprise
tax, which was formerly included in general and administrative expenses, has been reclassified to income taxes as a result of a revision to
the Securities and Exchange Law of Japan.

(3) Effective the year ended March 31, 2000, the Company and its consolidated subsidiaries fully adopted tax-effect accounting in accordance
with a recent revision to the regulations governing reporting for consolidated financial statements. The effect of this change on deferred
income tax assets amounted to ¥5,003 million (US$47,130 thousand; ¥579 million as current assets and ¥4,424 million as non-current assets)
and the effect on deferred income tax liabilities amounted to ¥6,051 million (US$57,004 thousand; ¥278 million as current liabilities and
¥5,773 million as non-current liabilities) as of March 31, 2000. The effect of this change was to increase net income by ¥1,222 million
(US$11,514 thousand) and consolidated retained earnings by ¥361 million (US$3,397 thousand) from the amounts which would have been
recorded under the method followed in the previous year.

(4) Effective the year ended March 31, 2000, the computation of ROE was changed based on a percentage of net income divided by the
average of the net assets at beginning and at end of the fiscal year. It was formerly computed based solely on the net assets at end of each
year. ROE for the years prior to fiscal 2000 were restated retroactively to conform to the method of computation applied in fiscal 2000.

(5) Effective the year ended March 31, 2001, the Company and its consolidated subsidiaries have adopted a new accounting standard,
“Accounting for Financial instruments,” which requires that marketable investment securities and others be valued based on their fair
market value. The effect of this change was to increase shareholders’ equity by ¥1,158 million (US$9,347 thousand), which was presented
as unrealized holding gains on investment securities as a component of shareholders’ equity. In addition, translation adjustments have been
reclassified to shareholders’ equity from non-current assets and amounted to ¥6,275 million (US$50,646 thousand) due to a recent revision
to the regulations governing reporting for consolidated financial statements. The effect of this change was to decrease shareholders’ equity
by the same amount.
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Millions of yen

NON-CONSOLIDATED 2001 2000 1999 1998 1997 1996
OPETrating FEVENUES .....ovvverieerievariiereeeseesasensasestanesseseseenens ¥424,021 ¥362,030 ¥385,482 ¥379,602 ¥348.613  ¥328,123
OPErating iNCOME .......oveveieierieiirreieeereesseensesessenessesesenens 24,444 16,810 12,767 17,171 12,281 12,788
As a % of operating revenues ............ccooeeveereeieneannnn. 5.7% 4.6% 3.3% 4.5% 3.5% 3.9%
NEE INICOME vvvoveeee oo eee oo eeee e 4,532 4,043 3,016 2,245 1,812 1,594
TOAl ASSELS ..vveieeeeiee ettt 241,295 242,278 241,433 258,367 255,032 245,897
Shareholders’ €qUILY .......cccoovriiiiieiiieieceee s 62,619 58,975 57,757 56,498 54,253 52,170
As a % Of total ASSELS ........covveiiviiiiiiiieeecieeeeee e 26.0% 24.3% 23.9% 21.9% 21.3% 21.2%
Liabilities bearing interest ...........ccccooveriiieiianiiiiaicaeane 120,150 135,304 143,216 144,055 150,212 146,811
AS 2 % Of tOLAl ASSELS evvvvveeeeeeeeeeee e 49.8% 55.9% 59.3% 55.8% 58.9% 59.7%
Debt to €qUItY TAtIO ...eovviiiiiiiieiiieie et 1.92 2.29 2.48 2.55 2.77 2.81
REtUIN ON @QUILY .oovviiiiiiiiiieiiieiie ittt 7.5% 6.9% 5.3% 4.1% 3.4% 3.1%
INterest COVErage Tatil ........oeivereireriaeaenenueiiesieneeeeseaneanes 5.81 4.46 3.27 3.64 2.50 2.10
Balance of financial income and expense .............c.......... (2,599) (1,632) (1,602) (3,737) (4,304) (5,570)
Depreciation and amortization ..............c.coceeeoveveeeieennns 7,731 7,477 7,310 9,258 10,569 10,650

Notes: (1) Operating income for the year ended March 31, 1999, increased by ¥192 million over that recorded in previous years because enterprise
tax, which was formerly included in general and administrative expenses, has been reclassified to income taxes as a result of a revision to
the Securities and Exchange Law of Japan.

(2) Effective the year ended March 31, 2000, the Company fully adopted tax-effect accounting in accordance with a recent revision to the
regulations governing reporting for financial statements. The effect of this change on deferred income tax liabilities amounted to ¥1,815
million (US$17,095 thousand; ¥92 million as current liabilities and ¥1,723 million as non-current liabilities) as of March 31, 2000. In addi-
tion, the effect of this change was to increase net income by ¥409 million (US$3,857 thousand) and consolidated retained earnings by
¥1,520 million (US$14,323 thousand) from the amounts which would have been recorded under the method followed in the previous year.

(3) Effective the year ended March 31, 2000, the computation of ROE was changed based on a percentage of net income divided by the
average of the net assets at beginning and at end of the fiscal year. It was formerly computed based solely on the net assets at end of each
year. ROE for the years prior to fiscal 2000 were restated retroactively to conform to the method of computation applied in fiscal 2000.

(4) Effective the year ended March 31, 2001, the Company has adopted a new accounting standard, “Accounting for Financial instruments,”
which requires that marketable investment securities and others be valued based on their fair market value. The effect of this change was
to increase shareholders’ equity by ¥1,546 million (US$12,482 thousand), which was presented as unrealized holding gains on investment
securities as a component of shareholders’ equity.
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Kawasaki Kisen Kaisha, Ltd. and Consolidated Subsidiaries

Consolidated Balance Sheets
March 31, 2001 and 2000

Millions of yen

Thousands of
U.S. dollars

(Note 1)

ASSETS 2001 2000 2001
Current assets:
Cash and time dEPOSILS .......c.cceiviiiiiriiiieieiee ettt ¥ 20,003 ¥ 25,698 S 161,441
Marketable securitieS (INOLE 4) .....cc.coovvieiiueiiiieeiieeeeeeeeeee e 822 46,399 6,635
Accounts and notes receivable — trade ........c.ooooiiiiiiiiie e 58,649 47,808 473,362
Allowance for doubtful reCeiVaDIES .......oovoviiiieieeeeee e, 473) 17 (3,819)
Fuel and SUPPLES .....ovoiviiiiiiiiiii ittt 7,169 6,479 57,857
Prepaid expenses and deferred charges ...........ccoocovvviiiiiiiiiiiiiiiiecienn, 14,688 13,534 118,547
Deferred income taxes (INOE 0) ...oouvvveeeeieeee e 1,721 579 13,889
OThEr CUITENT ASSELS ...t 14,954 8,501 120,697
TOtAl CUITENE ASSELS ....vvviieieeieeiee et ee e 117,533 148,081 948,609
Investments and long-term receivables:
Investments in and advances to unconsolidated
subsidiaries and affiliates ..........cccoooeiiiiioiiieiee i, 8,414 7,634 67,911
Investments in other securities (NOLE 4) ......cvevviveeeiieiieieeeeee e 58,820 17,782 474,736
Long-term loans receivable ...t 2,715 5,680 21,910
Other INVESIMIENETS .....civvviiiuiiiiiitie it e et et e et e et ee e ete e e e eaeeas 15,680 12,040 126,556
Deferred income taxes (NOTE 0) ..vvevvveeeeeee e 6,400 4,424 51,656
Allowance for doubtful receivables ........ccoovveiiieeeieieeeeeeeee e, (486) (164) (3,923)
Total investments and long-term receivables .........c..cccocoviriiiiieiinn 91,543 47,396 738,846
Vessels, property and equipment:
VESSCLS oottt ettt 447,932 434,337 3,615,271
Buildings and €qUIPMENt ...........cccooiiiiieiiieiiieiieieie et 92,845 89,036 749,355
Accumulated depreciation ...........c.oceiiiiiiiiiiieie ettt (277,711) (259,293) (2,241,411)
263,066 264,080 2,123,215
LANA oo 30,948 31,160 249,782
CONSLIUCHON 1N PTOZTESS ..vvivtieutiaiiieitieetteeiteateesttasasaeaseasseessasisessseenseeneans 6,964 12,103 56,208
Vessels, property and equipment, Nt .........cccevverieaieerienienieanns 300,978 307,343 2,429,205
OtRET ASSEUS ... 3,743 4,231 30,210
Translation adjuStments .................cccoccooiiiiiiiiiiiiiiiiie et — 7,751 —
TOCAL ASSELS ......oooiiiiiiie e ¥513,797 ¥514,802 $4,146,870

The accompanying notes are an integral part of these statements.
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Thousands of
U.S. dollars

Millions of yen (Note 1)
LIABILITIES AND SHAREHOLDERS’ EQUITY 2001 2000 2001
Current liabilities:
Short-term 10anS (NOTE 5) ...eeuveeeeee ettt eeee e ¥42,005 ¥ 58,405 S 339,026
Current portion of long-term debt (NOte 5) ......ccoovviiiiiiiiiiieiiiiieiiieen 41,116 43,042 331,852
Accounts and notes payable — trade ..o 47,351 42,097 382,172
Deferred INCOME .....ooiuiiiiiiie oot 12,479 12,741 100,714
Current portion of obligations under finance leases ............c.cccocovvenens 6,287 4,162 50,739
Other current Habilities (INOTE 6) ....eouvvieeeeeeeee oot eeee e 16,532 11,091 133,431
Total current Habiliti€S .........cccceiiiiiieiiiiiiiieeieiiie e 165,770 171,538 1,337,934
Long-term liabilities:
Long-term debt, less current portion (NOE 5) .......ccoecveririirieriiiaraneenennnn, 221,854 206,116 1,790,589
Allowance for employees’ retirement benefits (Note 8) ..........ccccceeenrene. 18,434 9,280 148,783
Allowance for directors’ and statutory auditors’ retirement benefits ........ 2,194 — 17,710
Accrued expenses for overhaul of vessels ..........ccooooiiiiiiiiiiiiiiiii, 3,502 2,099 28,263
Obligations under finance 1€ASES .............ccovivvivieiveiiiieiieeeeeeeeeeeeeeas 20,222 36,876 163,211
Deferred income taxes (NOLE 6) ......ooviiiieiieeieeeee e 890 5,773 7,187
Other long-term HabilitieS...........ccoovoiiiiiiiiiiiiioiieiie e 5,772 1,983 46,583
Total long-term Habilities ..........cccoociiiriiiiiiiiiiiieecee e, 272,868 262,127 2,202,326
Minority interests in consolidated subsidiaries ................................... 6,512 7,005 52,558
Commitments and contingent liabilities (Note 11)
Shareholders’ equity:
Common stock, ¥50 par value:
Authorized — 1,080,000,000 shares
Issued — 593,790,875 ShAI€S ......cveoviiiiiieeieeeeee e 29,690 29,690 239,628
CaPital SUTPIUS .oviiiiiiei ettt 14,535 14,535 117,310
Retained earnings (INOE 9) ....c..oiuiiiiiiiiiiiiiii ettt 29,539 30,085 238,416
Unrealized holding gains on investment SECUTities............cocveviverrieeriennens 1,158 — 9,347
Translation adjuStMENTS ............ccoovivivirieerieeeeeeee e, (6,275) — (50,646)
68,647 74,310 554,055
TTEASUTY SLOCK, AL COSE .viuviviriiiiriitiertetieieetetetee e eseeteete st esseneene e ene s 0 (178 3)
Total shareholders” €qUILY ...........cooveveveiiveeiieeeieeeieeeeeee e 68,647 74,132 554,052
Total liabilities and shareholders’ equity .................................. ¥513,797 ¥514,802 $4,146,870

The accompanying notes are an integral part of these statements.
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Kawasaki Kisen Kaisha, Ltd. and Consolidated Subsidiaries

Consolidated Statements of Income and Retained Earnings
Years ended March 31, 2001 and 2000

Thousands of
U.S. dollars

Millions of yen (Note 1)
2001 2000 2001
Operating revenues:
Freight and charter of VESSELS ...........cocvoviiiiiiiiiiiiieeeeceeee e, ¥464,342 ¥398,602 $3,747,716
Operating revenues other than Shipping ...........ccccovivieviiiieiiiieieieee 93,527 87,091 754,866
Total OPErating rEVENUES .........ccverviiieieireaieiieereeiesreasesieeseasiesseenens 557,869 485,693 4,502,582
Operating expenses:
Expenses, other than depreciation, for vessels ...........cccoccvviiiiiniiniinnn, 342,189 301,294 2,761,818
Depreciation Of VESSELS ......cc.iiviiiiiiiiiiieiie ettt ee e sie e 27,825 22,608 224,574
Cost Of OPETraAtiNg TEVEMUES .....eiuviiiiieiieiiieiiieaieeit et eieeaee et enieesieeaieeaneeans 103,351 87,840 834,154
Selling, general and adminiStrative €XPenSES ............ocvevveveeveerieiieerieseannns 48,495 47,134 391,404
Total OPErating EXPENSES ....vevvivierierieriireiiiieieiereeseeieesesteseserseseeness 521,860 458,876 4,211,950
OPErating iNCOMIE ......oivivieeiiriiiesiieeeeeeeeesete et ees et ese e ese s as e 36,009 20,817 290,632
Other income (expense):
Interest and dividend INCOME .........ccccovviiiiiiiiiiiiiiiiieee e 1,992 2,100 16,082
INEETESE EXPEINISE .vvvevviriiieeeuteieeteesseeaeesseeseesseseessessesssassesseansenseensensesseensannes (12,240) (11,591) (98,795)
(@10 0TS w0 < AU PRSP PROPPI (23,154) (6,634) (186,879)
Total other iNCOmMeE (EXPENSE) ........ovvvvivieeieieeeeieeieeeeeeeeeeeeeeeeeenenes (33,402) (16,125) (269,592)
Income before iNCOME TAXES ......veevovvieeeeeeeee e 2,607 10,692 21,040
Income taxes (Note 6):
CUTITEIIE .ot ettt et et 8,626 4,855 69,625
DIEEETTEA ..ottt (8,348) (1,199) (67,379)
TOtal INCOME TAXES .....iviieeiieie e 278 3,656 2,246
MINOTILY TOEETEST +uiviieeiiiiiieee ettt e ettt e ettt e e ettt e e sttt e e ettt e e s bttt e e anibaeeeens 381 193 3,072
INEL INCOIMIE ..ot 1,948 6,843 15,722
Retained earnings at beginning of the year .......................c..coeceevnn, 30,085 25,588 242,818
Adjustments for inclusion in or exclusion from consolidation or
equity method of accounting for subsidiaries and affiliates ................. 5 380 40
Cumulative effect of a change in accounting principle with
respect to tax-effect aCCOUNING .......coviiiiiiiiiiiiiiiec s — (862) —
AS AAJUSTEA. ..o 30,090 25,106 242,858
CaSh AIVIAEINIAS .o et (2,372) (1,754) (19,145)
Bonuses to directors and Statutory auditors ........c....ooceevveieevieiieiieeiieieannns az7) (110) (1,019)
Retained earnings at end of the year .........................cccooeeeiiiiiiiinn. ¥ 29,539 ¥ 30,085 $ 238,416

The accompanying notes are an integral part of these statements.
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Kawasaki Kisen Kaisha, Ltd. and Consolidated Subsidiaries

Consolidated Statements of Cash Flows
Years ended March 31, 2001 and 2000

Thousands of
U.S. dollars

The accompanying notes are an integral part of these statements.

31

Millions of yen (Note 1)
2001 2000 2001
Cash flows from operating activities:
Income before INCOME TAXES .....ovvevveiereeeeeeeee oot ¥ 2,607 ¥10,692 $ 21,040
Adjustments to reconcile income before income taxes to net cash
provided by operating activities:
Depreciation and amOrtiZation ................ccoceevvereriisiierasssesessssesna, 33,550 31,085 270,786
Provision for employees’ retirement benefits ............ccoccooiiiiiniinn. 9,154 887 73,886
Accrued expenses for overhaul of vessels.........cccooevviiiiiiiiiniiniene. 1,378 (412) 11,118
Provision for directors’ and statutory auditors’ retirement benefits.... 2,194 — 17,710
Interest and dividend INCOME ......cooieiiiiiiiiieeeee e (1,992) (2,100) (16,082)
INTEIEST EXPEIISES ..eeeiieieiiiiiiiiiiiitteeeee ittt e e e e e e et et e eeeeenaaaaes 12,240 11,591 98,795
Loss on sale of marketable and investment securities ....................... 2,033 2,159 16,407
Gain on sale of vessels, property and equipment .....................c........ 677 (3,177) (5,467)
Loss on sale of vessels, property and equipment................ccccoeevuennne. 4,712 687 38,035
Net loss on foreign eXchange ...........ccoocoevviiiiiiiiiiiiiicie e, 574 2,521 4,637
Changes in operating assets and liabilities:
(Increase) decrease in accounts and notes receivable — trade.... (9,907) 4,013 (79,963)
Increase in accounts and notes payable — trade ........................ 4,024 3,108 32,480
INCIEASE IN INVENLOTIES .vvveeeeeeeieee et e e e e e e e e eeeeeeee e (658) (2,534) (5,310)
OUNETS, TIET .ot 1,245 1,240 10,043
SUDLOTAL ..., 60,477 59,760 488,115
Interest and dividends received .............ccccociiiiiiiiiiii 2,119 1,280 17,103
INTEIEST PAIA ..iiviiiiiitiiie ittt ettt ens (12,218) (11,760) (98,615)
INCOME TAXES PAI ...vevevivieieiecieieceeeeeeee e (5,684) (4,665) (45,872)
Net cash provided by operating activiti€s ..............ccccceevvene.. 44,694 44,615 360,731
Cash flows from investing activities:
Purchases of securities and other investments ...............cccccoooevvieiuveeenee.... (11,890) (18,298) (95,963)
Gain on sale of marketable and investment securities ............................. 14,016 17,078 113,120
Profit on sale of investment in a subsidiary ...........ccccoceviiiiiiiiiiiiiniiies — 79 —
Purchases of vessels, property and equipment ...........ccoccoecevieiiieniennens (40,395) (39,937) (326,026)
Proceeds from sale of vessels, property and equipment .................c........ 32,472 5,024 262,080
ONEE, TIEL oot 915 (1,530) 7,383
Net cash used in investing aCtivities ...............ccocvevierierirnennnn, (4,882) (37,584) (39,406)
Cash flows from financing activities:
Proceeds fTOm LOANS .....ioviuiiiie oo 77,872 67,082 628,508
Repayment of loans and obligations under finance leases ...................... (118,381) (87,753) (955,458)
Proceeds from issuance of DONAS ...........cccooiiiiiiiiiiiiiii e 10,928 10,922 88,201
Repayment Of DONAS ..........coooiiiiiiiiiiii e (15,000) — (121,065)
Cash dividends Paid............cccoovovivieiiieiiieeieeee e (2,357) (1,741) (19,026)
Cash dividends paid by subsidiaries to minority shareholders................. (89) (82) (718)
(@101 i o <, AP PUP 159 78 1,280
Net cash used in financing activities ................ccocvoeverieienennnn, (46,868) (11,494) (378,278)
Effect of exchange rate changes on cash and cash equivalents ........ 1,254 (1,403) 10,125
Net decrease in cash and cash equivalents ..........................ccocoeeernnnn. (5,802) (5,866) (46,828)
Cash and cash equivalents at beginning of year .................................. 25,968 31,371 209,585
Increase in cash and cash equivalents arising from inclusion of
subsidiaries in consolidation .........................coooiiiiiiiiii 301 463 2,433
Cash and cash equivalents at end of year (Note€ 3)...............cccoeeenrnnnnn. ¥ 20,467 ¥25,968 $165,190
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Kawasaki Kisen Kaisha, Ltd. and Consolidated Subsidiaries

Notes to Consolidated Financial Statements
March 31, 2001

1. Summary of Significant Accounting Policies

(a) Basis of presentation

Kawasaki Kisen Kaisha, Ltd. (the “Company”) and its domestic
subsidiaries maintain their accounting records and prepare their
financial statements in accordance with accounting principles
and practices generally accepted and applied in Japan, and its
overseas subsidiaries maintain their books of account in confor-
mity with those of their countries of domicile.

The accompanying consolidated financial statements have
been prepared from the financial statements filed with the
Ministry of Finance as required by the Securities and Exchange
Law of Japan. Accordingly, the consolidated financial position,
results of operations and cash flows presented in the accompa-
nying consolidated financial statements may differ in certain
respects from accounting principles and practices generally
accepted in countries and jurisdiction other than Japan. For the
purposes of this document, certain reclassifications have been
made to present the accompanying consolidated financial
statements in a format which is familiar to readers outside
Japan. However, no adjustments have been made which would
change the financial position or the results of operations pre-
sented in the original financial statements.

The translation of yen amounts into U.S. dollar amounts is
included solely for convenience and has been made, as a
matter of arithmetic computation only, at the rate of
¥123.90=U.S.$1.00, the approximate rate of exchange prevailing
on March 31, 2001 on the Tokyo Foreign Exchange Market.
Furthermore, the translation should not be construed as a
representation that yen have been, could have been, or could
in the future be, converted into U.S. dollars at that or any other
rate.

(b) Principles of consolidation and accounting for invest-
ments in unconsolidated subsidiaries and affiliates
The accompanying consolidated financial statements include
the accounts of the Company and 93 subsidiaries for the year
ended March 31, 2001. The principle of consolidation is to
include subsidiaries whose voting interests are owned more
than 40% by a consolidated group and whose decision-making
control over their operations is significantly affected by the
consolidated group through financial or technical support,
personnel, transactions, and so forth. In addition, affiliates
whose decision-making control over their operations is signifi-

cantly affected by the consolidated group in various ways have
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been accounted for by the equity methods.

For the purpose of consolidation, all significant intercompany
transactions, account balances and unrealized profit among the
consolidated group companies have been eliminated. The
significant difference between the cost and the underlying net
equity in the consolidated subsidiaries at their respective dates
of acquisition is, as a rule, amortized over a period of five years.
(¢) Accounting period
The Company’s fiscal year ends on March 31. The fiscal year of
74 of the consolidated subsidiaries ends on December 31 and,
in addition, 4 subsidiaries’ balance sheet dates fall within 3
months of March 31. All significant adjustments considered
necessary during the periods from the consolidated fiscal year
end to the different year ends have been made on consolida-
tion. During the year ended March 31, 2001, “K” Line
Engineering Co., Ltd., “K” Line Logistics Hokkaido, Co., Ltd.,
Kobe Pier Co., Ltd., and Hokkai Unyu Co., Ltd. changed their
closing date from March 31 to December 31, and their 9-month
results have been included in the consolidated accounts.

(d) Translation of foreign currencies

All monetary assets and liabilities denominated in foreign
currencies other than those hedged by forward foreign
exchange contracts are translated into yen at the rates of
exchange in effect on the balance sheet date. Gains and losses
resulting from the settlement of these items are credited or
charged currently to operations. Effective the year ended March
31, 2001, in accordance with a revision to the regulations
concerning the translation of foreign currencies, the Company
and its domestic consolidated subsidiaries changed their
method of translation to applying the rates of exchange in
effect at balance sheet date from the method applying the rates
of exchange in effect on the dates of the respective transac-
tions. The Company and its domestic subsidiaries adopted a
new accounting standard for derivative instruments, including
accounts hedged by forward foreign exchange contracts to
which deferred hedge accounting may be applied under certain
conditions. The effect on deferred gains and losses on hedging
instruments is recognized as assets or liabilities after being
valued at fair market value. This change increased income
before income taxes by ¥570 million (US$4,603 thousand) from
the amount which would have been recorded under the

method applied in previous years.



(e) Translation of accounts of foreign consolidated
subsidiaries
The accounts of the foreign consolidated subsidiaries, except
for the components of shareholders’ equity, are translated into
yen at the rates of exchange in effect at the balance sheet date.
The components of shareholders’ equity are translated at their
historical exchange rates. Differences arising from the transla-
tion are presented as translation adjustments in the accompany-
ing consolidated financial statements.

Effective the year ended March 31, 2001, translation adjust-
ments have been reclassified to shareholders’ equity from non-
current assets. These amounted to ¥6,275 million (US$50,646
thousand) due to a recent revision of the regulations governing
reporting for consolidated financial statements. The effect of
this change was to decrease shareholders’ equity by the same
amount.

(f) Revenues and related costs

Revenues of the Company from cargo freight and the related
costs and expenses, except for those from container vessels, are
recorded in full as of the date on which the vessels complete
their voyages. Revenues from container vessels are recorded in
full as of the date on which a vessel embarks from the port
where the cargo was loaded, and no year-end adjustments are
made for any portions of uncompleted voyages. The related
costs and expenses are charged to income as incurred.
Revenues and costs with respect to charter services are
accounted for on an accrual basis.

(g) Casb and cash equivalents

The Company and its subsidiaries substantially consider all
highly liquid investments with a maturity of three months or
less from the purchase date, as cash equivalents.

(h) Investments

Held-to-maturity securities are either amortized or accumulated
to face value. Other securities with a market value are carried at
fair market value. The difference between the acquisition cost
and the carrying value of other securities, including unrealized
holding gains and losses, is recognized as a component of net
assets and presented as “Net unrealized holding gains on
securities.” The cost of other securities sold is computed based
on the moving average method. Other securities without a
market value are stated at cost based on the moving average
method.

Effective the year ended March 31, 2001, the Company adopted
a new accounting standard for financial instruments (“Opinion
Concerning Establishment of Accounting Standard for Financial
Instruments” issued by the Business Accounting Deliberation
Council (the “BADC”) on January 22, 1999). The effect of this
change was to decrease income before income taxes by ¥819
million (US$6,613 thousand) from the amount which would have
been recorded by the method applied in the previous year.

This accounting standard for financial instruments requires
the Company and its subsidiaries to classify its securities into
one of the following three categories: trading, held-to-maturity
or other. At the beginning of the year, the Company and its
subsidiaries reviewed the classification of all their securities.
Based on this classification, any held-to-maturity securities with
a maturity of less than one year have been included in current
assets. All other securities have been included in investment
securities as non-current assets. As a result, securities in current
assets decreased by ¥44,173 million (US$356,518 thousand) and
investment securities increased by the same amount at March
31, 2001.

(i) Fuel and supplies

Fuel and supplies are stated at cost determined by the moving
average method.

(j) Vessels, property and equipment and depreciation
Vessels, property and equipment are stated at cost, except that
the cost of certain property and equipment has been reduced
by capital gains resulting from the disposal of certain vessels,
property and equipment as permitted under the Corporation
Tax Law of Japan.

The depreciation of property and equipment is computed
principally by the declining-balance method over the estimated
useful lives of the respective assets which differ according to
general category, type of construction and use. The depreciation
of vessels is computed by the straight-line or the declining-balance
method over the estimated useful lives of the respective vessels.

Maintenance, repairs and minor improvements are charged to

income as incurred. Major improvements are capitalized.
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(k) Capitalization of interest expense

Interest expense is generally charged to income as incurred.
However, interest expense incurred in the construction of
certain assets, vessels in particular, are capitalized and included
in the costs of the assets when the construction period is
substantially long and the amount of interest incurred during
the period is significantly large.

(1) Accrued expenses for overbaul of vessels

Vessels of the Company and its subsidiaries are subject to
periodic overhaul. An accrual is provided for the current por-
tion of the estimated total expenses for overhauling the vessels.
(m) Leases

Noncancelable lease transactions are accounted for as operating
leases (whether such leases are classified as operating or
finance leases) except that lease agreements which stipulate the
transfer of ownership of the leased property to the lessee are
accounted for as finance leases.

(n) Income taxes

Deferred income taxes have been recognized with respect to
the differences between financial reporting and the tax bases of
the assets and liabilities. Deferred taxes are measured at the
rates that are expected to apply to the period when the asset or
liability is realized, based on the tax rates which have been
enacted or are subsequently enacted at the balance sheet date.
(o) Employees’ retirement benefits

The Company has a funded non-contributory pension plan
covering certain employees who meet specific eligibility
requirements as to age and length of service.

The Company also has a lump-sum severance benefits plan
for its maritime employees in accordance with the terms of an
optional retirement plan.

Effective the year ended March 31, 2001, the Company and
its domestic subsidiaries adopted a new accounting standard for
retirement benefits (“Opinion Concerning the Establishment of
an Accounting Standard for Retirement Benefits” issued by the
BADC on June 16, 1998).

In accordance with this standard, employees’ retirement
benefits have been provided based on estimates of the retire-
ment benefit obligation and the pension fund assets. In prior
years, retirement allowances had been provided at 100% of the
retirement benefits payable at the year end assuming that the
employees who terminated their services voluntarily.
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The transition difference of ¥14,579 million (US$117,666
thousand) arising from initial adoption of the new accounting
standard has been charged to income as other expenses for the
year ended March 31, 2001.

The Company also provides for retirement benefits to direc-
tors and statutory auditors based on the Company’s internal
rules at the amount which would be required to be paid if all
directors and statutory auditors retired at the balance sheet date.
(P) Reclassifications
In accordance with a recent revision to regulations relating to
the Securities and Exchange Law of Japan, certain reclassifica-
tions have been made to conform the prior-year presentation to

the fiscal 2001 presentation.

2. Change in Method of Accounting

Effective the year ended March 31, 2001, the Company changed
its method of accounting for retirement benefits to directors
and statutory auditors from a cash basis to an accrual basis in
order to reflect periodic income and expenses more appropri-
ately. At March 31, 2001, the Company provided a reserve for
its liability for such retirement allowances at the amount which
would be required to be paid if all directors and statutory
auditors resigned from their positions as of the balance sheet
date. These changes increased other expense by ¥1,075 million
(US$8,674 thousand) and decreased income before income
taxes by ¥1,054 million (US$8,504 thousand) from the amounts
which would have been recorded under the method applied in

previous years.

3. Cash and Cash Equivalents
Cash and cash equivalents as of March 31, 2001 was reconciled
to cash and time deposits stated on balance sheet at March 31,

2001 as follows:

Thousands of
Millions of yen  U.S. dollars

Cash and time deposits ..........ccccevveriennne. ¥20,003 $161,441
Time deposits with a maturity of more

than 3 months after March 31, 2001 ...... (263) (2,118)
Highly liquid marketable securities

With 1oW TiSKS ......oooviiiviiiiieeceece 727 5,867
Cash and Cash equivalents ...................... ¥20,467 $165,190




4. Marketable and Investment Securities

At March 31, 2001, marketable securities and investments in other securities with quoted market prices, which are classified as other

securities under the new accounting standard for financial instruments, are summarized as follows:

Millions of yen

Thousands of U.S. dollars

As reflected

As reflected

Acquisition in the Acquisition in the
costs balance sheet Difference costs balance sheet Difference
Other securities whose market value reflected
in the balance sheet exceed their acquisition costs:
Equity SECUTItIES .....c..eciviviiiiiiiiiiiiiiiiiec i, ¥11,742 ¥25,888 ¥14,146 $ 94,773 $208,949 $114,176
Debt securities... 45 48 3 359 384 25
ONET .o 326 383 57 2,629 3,092 463
SUDEOTAL. v ss e es e er e res 12,113 26,319 14,206 97,761 212,425 114,664
Other securities whose market value reflected in the
balance sheet do not exceed their acquisition costs:
EqQuity SECUTItIES .....cuoeviiiiiiiiiiiiiiiiiiiie e, 33,760 21,572 (12,188) 272,474 174,108 (98,366)
DEDL SECUTIHES. ... ..vevvevieieiiieiiieiiieee e 647 647 (©) 5,222 5,218 ()
Other 604 581 23) 4,876 4,691 (185)
Subtotal 35,011 22,800 (12,211 282,572 184,017 (98,555)
Total.... Y47 124 ¥49,119 ¥ 1,995 $380,333 $396,442 $ 16,109

At March 31, 2001, other securities without quoted market prices are summarized as follows:

As reflected
in the balance sheet

Thousands of
Millions of yen U.S. dollars

Investments in other securities:

Unlisted equity securities other than those traded on the over-the-counter market

........................................................... ¥6,544 $52,816
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5. Short-Term Loans and Long-Term Debt

(a) Short-term loans from banks and insurance companies at
an average interest rate of 2.12% per annum amounted to
¥42.005 million (US$339,026 thousand) at March 31, 2001.
(b) Long-term debt at March 31, 2001 consisted of the following:

Thousands of

Millions of yen  U.S. dollars

Loans from banks and insurance
companies payable in installments
at an average interest rate of 3.90% per
annum for fixed-rate loans and at

variable rates for floating-rate loans ..... ¥223,970 $1,807,671
3.10% notes in Japanese yen,
due May 30, 2002 ........cccooveioreiniaiinnn 5,000 40,355
2.15% notes in Japanese yen,
due December 10, 2001 ......c.cocervenrinne. 7,000 56,497
2.45% notes in Japanese yen,
due December 12, 2002 ..........ccooeevveenns 2,500 20,178
3.37% notes in Japanese yen,
due February 24, 2004 ........ccccceoevenenen 2,500 20,178
1.30% notes in Japanese yen,
due June 13, 2002 .....ocooveiiiiiieiiiiiins 3,000 24,213
1.43% notes in Japanese yen,
due July 29, 2002 ......ccocoiiiiiiiiiiin 3,000 24,213
2.04% notes in Japanese yen,
due March 18, 2005 ...ccooevveiveriieienes 5,000 40,355
1.12% notes in Japanese yen,
due April 11, 2003......cccoeiiiiieieiennne 5,000 40,355
1.83% notes in Japanese yen,
due October 19, 2005 ..........cccccceveirinnnne 3,000 24,213
2.12% notes in Japanese yen,
due October 19, 2006 ..........ccccovvrereraene. 3,000 24,213
Total .ot 262,970 2,122,441
Less: Current portion of long-term loans... 34,116 275,355
Current portion of long-term
NOTES v 7,000 56,497
¥221,854 $1,790,589
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(¢) The aggregate annual maturities of long-term loans from
banks and insurance companies subsequent to March 31, 2001
are summarized as follows:

Thousands of

Year ending March 31, Millions of yen  U.S. dollars

2002 oot ¥ 34,116 $ 275,355
34,184 275,902
23,909 192,971
23,963 193,407
2006 and thereafter . 107,798 870,036

¥223,970 $1,807,671

(d) A summary of assets pledged as collateral for long-term
debt at March 31, 2001 is presented below:

Thousands of
Millions of yen  U.S. dollars

Vessels and property, at net book value...  ¥212,685 $1,716,585
Investments in SECUrities ......................... 9,003 72,666
OFNET oot 697 5,626

As is customary in Japan, short-term notes are generally issued
to banks under uniform standard agreements which provide
that additional collateral (including cash on deposit with such
banks) will be furnished at the banks’ request, and that any
collateral so furnished will be applicable to all indebtedness to
such banks. Certain of the collateralized loan agreements
contain provisions which permit the lenders to require addi-

tional collateral.



6. Income Taxes
The Company and its subsidiaries are subject to a number of
taxes based on income, which, in the aggregate, resulted in a
statutory tax rate of approximately 38.1%.

A reconciliation between the statutory tax rate and the effec-
tive tax rate as a percentage of income before income taxes for

the year ended March 31, 2001 is summarized as follows:

Statutory inCOME taX FAE .......ceevvuiieviieiiieiiieiiiieeiieeeiieeeinees 38.1%
Taxes at different rates for foreign subsidiaries................ (24.2)
Non-taxable income for income tax purposes.................. az.7)
Equity in earnings of affiliates ... (4.0)
Non-deductible expenses for income tax purposes ........ 13.4
OBNET ottt 0.7

Effective inCOmME taX Tate .........cccovverierieaiieiieriiaieaieiienianens 10.7%

The net tax effect of temporary differences which gave rise to a
significant portion of the deferred tax assets and liabilities as of
March 31, 2001 is analyzed as follows:

Thousands of
Millions of yen U.S. dollars

Deferred tax assets:

Allowance for employees’

retirement benefits ............c.ocoocveiennne. ¥ 6,218 $ 50,185
Elimination of intercompany profit/loss..... 1,624 13,108
Non-deductible allowances................... 2,429 19,601
Other ..ooooivoieeeeeeeeeeeeeeeeeeee 4,498 36,307

Total deferred tax assets ...........ccccccoveneen 14,769 119,201
Deferred tax liabilities:
Reserve for special depreciation ......... (2,915) (23,528)
Deferred gain for tax purposes ........... (1,475) (11,904
Unrealized holding gains on

investment SECUTiti€s........................... (829) (6,687)

OLNET ovvooeeee oo 2,751 (22,207)
Total deferred tax liabilities ..................... (7,970) (64,326)
Net deferred tax liabilities ............cccc..... ¥ 6,799 $ 54,875

Other current liabilities include deferred income taxes of ¥432
million (US$3,484 thousand) for 2001 and ¥278 million for 2000.

7. Leases
The following pro forma amounts represent the acquisition
costs, accumulated depreciation and net book value of leased
property as of March 31, 2001 and the related depreciation and
interest expense for the year ended March 31, 2001, which
would have been reflected in the consolidated balance sheet
and the related consolidated statement of income if finance
lease accounting had been applied to the finance leases
currently accounted for as operating leases:

Millions of yen

Equipment  Other Total
ACqUISItion COSES .....vooviiiiiiiiiiiiiiinis ¥18,208 ¥4,317 ¥22525
Accumulated depreciation 4,819 2,469 7,288
Net book value ..........ccccoovveevieiiinianns ¥13,389 ¥1,848 ¥15,237

Thousands of U.S. dollars

Equipment  Other Total
ACQUISIION COSES «.vvvvvrriiiieiaieieneens $146,954 $34,844  $181,798
Accumulated depreciation.................. 38,897 19,927 58,824
Net book value ............ccccoovveieieinn. $108,057 $14,917  $122,974

Thousands of
Millions of yen  U.S. dollars

DEPreciation ..........cceeeveierereiinenenenens ¥2,135 $17,231
$ 5,630

INLETESt EXPENSE...vvrereiierireriiereieiererreeananes ¥ 697

Lease expenses relating to finance leases accounted for as
operating leases amounted to ¥2,692 million (US$21,728 thou-
sand) and ¥1,271 million, and finance lease revenues amounted
to ¥7 million (US$53 thousand) and ¥24 million for the years
ended March 31, 2001 and 2000, respectively.
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Future minimum lease payments and revenues subsequent to
March 31, 2001 for finance leases accounted for as operating

leases are summarized as follows:
Payments

Thousands of

Year ending March 31, Millions of yen  U.S. dollars

2002 it ¥ 2486 $ 20,065
2003 and thereafter...............cccocoevvieinnn.n. 13,463 108,660
Revenues

Thousands of
Millions of yen  U.S. dollars

¥1 $5

Future minimum lease payments subsequent to March 31, 2001

for operating leases are summarized as follows:

Payments

Thousands of
Millions of yen  U.S. dollars

¥ 5,107 $ 41,221
2003 and thereafter...............cc.ccccovevernnnn. 28,009 226,063

Year ending March 31,

8. Retirement Benefits

Effective the year ended March 31, 2001, the Company and its
domestic consolidated subsidiaries in Japan adopted a new
accounting standard for retirement benefits provided based on
estimates of the retirement benefit obligation and the pension
fund assets. The following information sets forth retirement
benefit obligation, retirement benefit expenses and the assump-
tions used in accounting for the pension plan.

(a) Retirement benefit obligation at March 31, 2001

Thousands of
Millions of yen  U.S. dollars

Retirement benefit obligation at

March 31, 2001*.................. . ¥32,837 $265,025
Fair value of pension plan assets ............. 13,316 107,473
Net unfunded benefit obligation .............. 19,521 157,552
Unrecognized actuarial difference ........... 1,087 8,769
Allowance for employees’ retirement benefits... 18,434 148,783

* Certain domestic subsidiaries have calculated their retirement benefit
obligation based on the amount payable at the year end for employ-
ees who terminated their services voluntarily.
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(b) Retirement benefit expenses for the year ended March 31, 2001

Thousands of
Millions of yen  U.S. dollars

SEIVICE COSE *...vivviniiiiiaeeeeeeeeeeeee e ¥2,102 $16,969
INEETESE COST..v.vvvrirrareeeeaeeaeeeeeeeeeeeeeeeeeenens 618 4,984
Expected return on pension plan assets... (133) (1,076)
Retirement benefit expenses..................... 2,587 20,877

* Retirement benefit expenses for subsidiaries whose benefit obligation
is calculated based on the amount payable at the year end for
employees who terminated their services voluntarily have been fully
included in service cost.

(¢) Weighted average assumptions
- Discount rate on obligation: 3.0 %
- Expected return on pension plan assets: 1.0~2.0 %
- The actuarial differences will be amortized mainly by the
straight-line method over a certain period within the aver-

age remaining period of service of the eligible employees.

The transition difference of ¥14,579 million (US$117,666 thou-
sand) arising from initial adoption of the new accounting
standard has been charged to income as other expense for the
year ended March 31, 2001.

9. Legal Reserve

The Company has provided a legal reserve in accordance with
the Commercial Code of Japan, which requires that an amount
equal to at least 10% of cash dividends and directors” and
statutory auditors’ bonuses in respect of each fiscal period be
appropriated to the legal reserve until such reserve equals 25%
of stated capital. This reserve is not available for dividends but
may be used to reduce or eliminate a deficit or may be trans-
ferred to stated capital by resolution of the shareholders. The
legal reserve of the Company at March 31, 2001 amounted to
¥2 236 million (US$18,050 thousand).



10. Amounts per Share

The amounts per share of net income and net assets reflected
in the consolidated financial statements, as presented below,
are based on the average number of shares of common stock
of the Company outstanding during each year and the number

of shares outstanding at each balance sheet date, respectively:

Yen U.S. dollars
2001 2000 2001
Net iNCOME .....vveveeeeereereeeeeeeeenn ¥ 3.28 ¥ 11.68 $0.026
NEU ASSCLS.ccvvviieeiiiiiieeiiiieeeeeie 115.61 125.01 0.933

Diluted net income per share is not presented because the
Company has issued no common stock equivalents such as

bonds with warrants or convertible bonds.

11. Commitments and Contingent Liabilities

As of March 31, 2001, commitments made by the Company and

consolidated subsidiaries amounted to ¥54,745 million

(US$441,848 thousand) for the construction of vessels.
Contingent liabilities for notes receivable discounted and

endorsed, loans guaranteed, and joint indebtedness as of March

31, 2001 were as follows:

Thousands of
Millions of yen  U.S. dollars

Notes receivable discounted and endorsed... ¥ 54 $ 435
Loans guaranteed ............cccocooeiiriiiiannn. 9,633 77,745
Joint indebtedness .............cccoeeeiieiirenin.n. 136,149 1,098,866

TOtAl oo ¥145,836 $1,177,046

12. Derivatives and Hedging Activities

The Company and its consolidated subsidiaries (the “Group”)
have entered into forward foreign exchange contracts to reduce
their exposure to adverse fluctuations in foreign exchange rates
related to their receivables and payables denominated in foreign
currencies. The Group has also entered into interest rate and
currency swap agreements and currency option agreements to
minimize the impact of foreign exchange and interest rate
movements related to their outstanding debt.

The Group hedges with forward exchange contracts in order
to protect the Group from the related market risks. In addition,
the purpose of the interest rate and currency swap agreements
and currency option agreements is to effectively modify the
characteristics of the principal and interest on their outstanding
debt.

The Group is exposed to certain market risks arising from its
forward foreign exchange contracts, swap agreements and
option agreements. The Group is also exposed to the risk of
credit loss in the event of nonperformance by the counterparties
to the currency and interest rate derivatives; however, the Group
does not anticipate nonperformance by any of these counterpar-
ties all of whom are financial institutions with high bond ratings.

Effective the year ended March 31, 2001, deferred gains and
losses have been recognized for derivatives, at their fair market

value, which were subject to hedge accounting.
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13. Segment Information

(a) Business segment information

For the years ended March 31, 2001 and 2000, the consolidated results have been divided into three segments; marine transportation,
services incidental to transportation and other.

Millions of yen

Services
Marine incidental to
Year ended March 31, 2001 transportation  transportation Other Total Eliminations ~ Consolidated
1. Revenues:
(1) Operating reVENUES .......cc.eveeerererereireiraieananans ¥455,385 ¥ 89,527 ¥12,957 ¥557,869 ¥ — ¥557,869
(2) Intra-group sales and transfers ............ccoccoeene. 3,138 41,696 7,119 51,953 (51,953) —
TOtal TEVENUES ....ovviviviiiieeeeeeceeee e 458,523 131,223 20,076 609,822 (51,953) 557,869
2. Operating expenses .... 428,576 126,338 18,991 573,905 (52,045) 521,860
Operating income ¥ 29,947 ¥ 4885 ¥ 1,085 ¥ 35,917 ¥ 92 ¥ 36,009
3. Assets, depreciation and capital expenditures:
(1) TOAL ASSELS ...t ¥427,063 ¥ 89,259 ¥68,974 ¥585,296 ¥(71,499) ¥513,797
(2) DEPreciation ..........cccccovveiiieiiieiieiieeeieeeeeeenns ¥ 28,931 ¥ 3,788 ¥ 831 ¥ 33,550 ¥ — ¥ 33,550
(3) Capital expenditures ...........ccccecreeiriniriiseanennns ¥ 37,476 ¥ 2,568 ¥ 919 ¥ 40,963 ¥ — ¥ 40,963
Millions of yen
Services
Marine incidental to
Year ended March 31, 2000 transportation  transportation Other Total Eliminations  Consolidated
1. Revenues:
(1) Operating reVenUES ............cococvervrvereesineisssenenns ¥390,430 ¥ 83,408 ¥11,855 ¥485,693 ¥ — ¥485,693
(2) Intra-group sales and transfers .. 1,789 35,741 5,676 43,206 (43,206) —
TOtal FEVENUES ....ovivieieieeieeeeeeeeeeeeeeeeeeeee e 392,219 119,149 17,531 528,899 (43,206) 485,693
2. OPErating EXPEMNSES .........ccevreervevereriieeissseseesesssinas 370,083 115,256 16,702 502,041 (43,165) 458,876
Operating iNCOME .........cooveirieiiieiiaiiieereeeeeeneens ¥ 22,136 ¥ 3,893 ¥ 829 ¥ 26,858 ¥ “41) ¥ 26,817
3. Assets, depreciation and capital expenditures: -
(1) TOAl ASSELS ...o.voveveeeeeeieee e ¥426,806 ¥ 92,149 ¥52,121 ¥571,076 ¥(56,274) ¥514,802
(2) DEPIeCIAtION ....ovvevviuviiiiiiiiiiiiiiieiieireireireireieeieeieeinens ¥ 25,965 ¥ 4,043 ¥ 1,077 ¥ 31,085 ¥ — ¥ 31,085
(3) Capital expenditures ..........coceovevvivieviiivinuerienienens ¥ 37,743 ¥ 2,679 ¥ 330 ¥ 40,752 ¥ — ¥ 40,752
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Thousands of U.S. dollars

Services
Marine incidental to
Year ended March 31, 2001 transportation  transportation Other Total Eliminations ~ Consolidated
1. Revenues:
(1) Operating reVENUES .........ccoveruerruieeeeeenieaeeaeenieans $3,675,429 $ 722,579 $104,574 $4,502,582 S — $4,502,582
(2) Intra-group sales and transfers ............c.ccocooeoenenn. 25,327 336,525 57,460 419,312 (419,312) —
TOtAl TEVENUES ...vovviiviiiiiiiiieieeiieeie et sie e eiee e 3,700,756 1,059,104 162,034 4,921,894 (419,312) 4,502,582
2. OPerating EXPEMNSES .........ovovrurrerirerrerarniessesesaseenens 3,459,050 1,019,676 153,278 4,632,004 (420,054) 4,211,950
Operating iNCOME ............coovrrverereriieessisieserneenss S 241,706 $ 39,428 S 8,756 S 289,890 $ 742 $ 290,632
3. Assets, depreciation and capital expenditures:
(1) TOLAL ASSELS v $3,446,839 $ 720,413 $556,691 $4,723,943 $(577,073) $4,146,870
(2) DEPIECIATON ..eveveveieeiieiieieieieieieeeeieisieies e $ 233,506 $ 30,575 $ 6,705 S 270,786 S — S 270,786
(3) Capital expenditures ..........c.cocovoeeeririiriresaeennn, S 302,469 S 20,732 S 7,415 $ 330,616 S — $ 330,616

*As described in Note 2, the change of accounting method for
retirement benefits to directors and statutory auditors was to
decrease operating expenses of the marine transportation
segment by ¥21 million (US$171 thousand) and to increase
operating income by the same amount from the amount which
would have been recorded under the method followed in the
previous years.

As described in Note 1, effective the year ended March 31,
2001, the Company and its consolidated subsidiaries (the
“Group”) adopted a new accounting standard for employees’
retirement benefits. The effect of this change was to increase
operating expenses in the marine transportation and the ser-
vices incidental to transportation segments by ¥405 million
(US$3,269 thousand) and ¥116 million (US$935 thousand),
respectively. The effect of this change was to decrease operat-
ing income in these two segments by the above amounts, and
to decrease operating expenses in the other segment by ¥179
million (US$1,447 thousand) as well as to increase operating
income in the other segment by the same amount.

As described in Note 1, effective the year ended March 31,
2001, the Group adopted a new accounting standard for finan-
cial instruments. The effect of this change was to increase total
assets in the marine transportation and the services incidental
to transportation segments by ¥8,823 million (US$71,214 thou-
sand) and ¥29 million (US$232 thousand) respectively, and to
decrease total assets in the other segment by ¥5 million (US$39
thousand).

In addition, as described in Note 1, effective the year ended
March 31, 2001, the Group adopted a new accounting standard
for foreign currency transactions. The effect of this change was
to increase total assets in the marine transportation segment by
¥1,184 million (US$9,555 thousand), and to decrease the ser-
vices incidental to transportation and the other segments by
¥1,718 million (US$13,869 thousand), and ¥3,415 million
(US$27,564 thousand), respectively.
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(b) Geograpbical segment information

Each segment principally covers the following countries or regions:

North America: U.S.A. and Canada

Europe: U.K., Germany, the Netherlands and France
Asia: Hong Kong, Singapore and Thailand

Other: Australia

Millions of yen

Year ended March 31, 2001 Japan Aﬁl(z:rr[i}cla Europe Asia Other Total Eliminations Consolidated
1. Revenues:
(1) Operating reVENUES. ..............ooveverurrernnns ¥534,065 ¥15,293 ¥ 3,880 ¥ 4,507 ¥ 124 ¥557,869 ¥ —  ¥557,869
(2) Intra-group sales and transfers ............... 139 17,722 3,385 4,360 493 26,099 (26,099) —
TOtal FEVENUES ...voveveeeeeeeeeeeer e 534,204 33,015 7,265 8,867 617 583,968 (26,099) 557,869
2. OpErating €XpPenses ..............cocoovvrvrrierererennes 501,144 32,074 7,054 7,146 635 548,053 (26,193) 521,860
Operating income (I0SS) .........ccccovvrveeniiins ¥ 33,0600 ¥ 941 ¥ 211 ¥ 1,721 ¥ (18) ¥ 35915 ¥ 94 ¥ 36,009
3. ASSEES wuvviieeeeeiei e ¥494,287 ¥22,294 ¥30,325 ¥10,963 ¥1,495 ¥559,364 ¥(45,567) ¥513,797
Millions of yen
North
Year ended March 31, 2000 Japan America Europe Asia Other Total Eliminations Consolidated
1. Revenues:
(1) Operating reVenues. ...........cocoovoveeeeienennns ¥468,675 ¥ 9,580 ¥ 3,280 ¥ 4,051 ¥ 107 ¥485.693 ¥ — ¥485,693
(2) Intra-group sales and transfers . 278 16,181 2,972 5,090 425 24,946 (24,946) —
Total TEVENUES .....coovvveeeeeeeeeeeeeeeeaens 468,953 25,761 6,252 9,141 532 510,639 (24,946) 485,693
2. OpErating EXPENSES ........ecevrverrrrreeresrensarns 444,012 24,854 5,981 8,431 530 483,808 (24,932) 458,876
Operating inCoOME ........cocervrvrvrreeirerrennanans ¥ 24,941 ¥ 907 ¥ 271 ¥ 710 ¥ 2 ¥ 26,831 ¥ (14) ¥ 26,817
3. ASSEES teeeiieiiiiii ittt ¥494,950 ¥23,528 ¥25,142 ¥10,113 ¥1,557 ¥555,290 ¥(40,488) ¥514,802
Thousands of U.S. dollars
North
Year ended March 31, 2001 Japan America Europe Asia Other Total Eliminations  Consolidated
1. Revenues:
(1) Operating revVenuUES ............cocovvorrrrrrennes $4,310,453 $123,435 $ 31,313 $36,378 $ 1,003 $4,502,582 $ —  $4,502,582
(2) Intra-group sales and transfers ................ 1,121 143,032 27,319 35,191 3,977 210,640 (210,640) —
Total TEVENUES ......cocvvviecvieiieeiiieiiieaeieens 4,311,574 266,467 58,632 71,569 4,980 4,713,222 (210,640) 4,502,582
2. Operating eXPEenSES ..........covvrvrvererererssseraens 4,044,743 258,873 56,926 57,679 5,128 4,423,349 (211,399) 4,211,950
Operating income (1088) ..........cccocvceveuernnn. $ 266,831 $§ 7,594 $ 1,706 $13,890 S (148) $ 289,873 S 759 S 290,632
3. ASSELS veviiiiiiieit ettt $3,989,400 $179,936 $244,752 $88,487 $12,068 $4,514,643 $(367,773) $4,146,870

*As described in Note 2, the change of accounting method for
retirement benefits to directors and statutory auditors was to
decrease operating expenses in the Japan segment by ¥21mil-
lion (US$171 thousand) and to increase operating income by
the same amount from the amount which would have been
recorded under the method followed in the previous years.

As described in Note 1, effective the year ended March 31,
2001, the Group adopted a new accounting standard for
employees’ retirement benefits. The effect of this change was to
increase operating expenses in the Japan segment by ¥342
million (US$2,757 thousand) and to decrease operating income
in the Japan segment by the same amount.

As described in Note 1, effective the year ended March 31,
2001, the Group adopted a new accounting standard for
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financial instruments. The effect of this change was to increase
total assets in the Japan and the North America segments by
¥8,786 million (US$70,916 thousand) and ¥63 million (US$507
thousand), respectively, and to decrease total assets in the Asia
segment by ¥2 million (US$16 thousand).

In addition, as described in Note 1, effective the year ended
March 31, 2001, the Group adopted a new accounting standard
for foreign currency transactions. The effect of this change was
to increase total assets in the Japan segment by ¥1,184 million
(US$9,555 thousand), and to decrease total assets in the North
America, Europe, Asia and Other segments by ¥881 million
(US$7,116 thousand), ¥3,166 million (US$25,551 thousand),
¥696 million (US$5,619 thousand) and ¥390 million (US$3,147
thousand), respectively.



(¢) International business information

These international revenues consist mainly of revenues from the marine transportation business earned outside Japan.

Each segment principally covers following countries or regions:
North America: U.S.A. and Canada
Europe: U.K., Germany, the Netherlands and France

Asia: South-East Asia, The Middle East, the People’s Republic of China and India

Other: Central and South America, Africa, and Australia

Millions of yen

North
Year ended March 31, 2001 America Europe Asia Other Total
1. INternatioNal TEVEINUES..........ccveiiviieeee e ¥155,216 ¥91,821 ¥74,063 ¥100,215 ¥421,315
2. ConSOlAAtEd TEVENUES .........vvveiiiiiie e 557,869
International revenue as a percentage of consolidated revenues .......... 27.8% 16.4% 13.3% 18.0% 75.5%

Millions of yen

North
Year ended March 31, 2000 America Europe Asia Other Total
1. INternational TEVENUES. ...........c.ccviiviiiieeeeeeeeeeeeeeee e ¥138,639 ¥81,629 ¥58,755 ¥79,672 ¥358,695
2. Consolidated TEVENUES ...........c..ocueiieeieeee e 485,693
International revenue as a percentage of consolidated revenues .. 28.5% 16.8% 12.1% 16.5% 73.9%

Thousands of U.S. dollars

North
Year ended March 31, 2001 America Europe Asia Other Total
1. INtErNAtIONAL TEVEIIUCS. ... .o vt eeeeeeeeeee e eeeeeeee e et eeee e e eeeeeeeeeeee et eeeeanes $1,252,750 $741,093 $597,761 $808,837 $3,400,441
2. ConSOlAAted TEVENUES ..........cc.veiieeiieieeeee e 4,502,582
International revenue as a percentage of consolidated revenues .......... 27.8% 16.4% 13.3% 18.0% 75.5%

14. Subsequent Events
On June 28, 2001, the shareholders of the Company approved

the following appropriations of retained earnings:

Thousands of
Millions of yen  U.S. dollars

Cash dividends

Directors’ bONuSES .........cevvveeivieeerireannnnn ¥

¥(2,969) $(23,963)
(70) $  (565)

In Japan, cash dividends proposed by the Board of Directors
and appropriated from retained earnings accumulated as of the
end of the year are subject to approval at a general meeting of
the shareholders held in the following year. In the accompany-
ing consolidated financial statements, cash dividends are pre-
sented as a deduction from consolidated retained earnings in
the year in which they are approved and paid. Accordingly,
such appropriations have not been reflected in the current
year’s financial statements.

On June 5, 2001, a single-hulled tanker named “Isuzugawa
Maru” owned by the Company was sold for US$28,500 thousand
and the Company replaced it with a new double-hulled tanker
as an environmental precaution.
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Report of Independent Certified Public Accountants

Century Otﬂ ShOWﬂ & CO. Certified Public Accountants Phone:03 3503-1100

Hibiya Kokusai Bidg. Fax: 03 3503-1197
2-2.3, Uchisaiwai-cho
Chiyeda-ku, Tokyo 100-0011
C.P.O. Box 1146, Tokyo 100-8641
The Board of Directors and Shareholders

Kawasaki Kisen Kaisha, Ltd.

We have examined the accompanying consolidated balance sheets of Kawasaki Kisen Kaisha, Ltd. and its consolidated subsidiaries as
of March 31, 2001 and 2000, and the related consolidated statements of income and retained earnings, and cash flows for the years
then ended, all expressed in yen. Our examinations were made in accordance with auditing standards, procedures and practices
generally accepted and applied in Japan and, accordingly, included such tests of the accounting records and such other auditing

procedures as we considered necessary in the circumstances.

In our opinion, the consolidated financial statements referred to above, expressed in yen, present fairly the consolidated financial
position of Kawasaki Kisen Kaisha, Ltd. and its consolidated subsidiaries at March 31, 2001 and 2000, and the consolidated results of
their operations and their cash flows for the years then ended in conformity with accounting principles and practices generally
accepted in Japan, consistently applied during the period except for the change described in Note 2, with which we concur, in the

method of accounting for retirement benetfits to directors and statutory auditors.

As described in Note 1, Kawasaki Kisen Kaisha, Ltd. and its consolidated subsidiaries have adopted new accounting standards for
employees’ retirement benefits, financial instruments, and foreign currency translations effective the year ended March 31, 2001 in the
preparation of their consolidated financial statements.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended March 31, 2001 are

presented solely for convenience. Our examination also included the translation of yen amounts into U.S. dollar amounts and, in our
opinion, such translation has been made on the basis described in Note 1.

Tokyo, Japan )
June 28, 2001 Gf@ % r‘fm A CO .

See Note 1 which explains the basis of preparation of the consolidated financial statements of Kawasaki Kisen Kaisha, Ltd. and
consolidated subsidiaries under Japanese accounting principles and practices.
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