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Financial Highlights
Years Ended March 31, 2006 and 2007

Thousands of
Millions of Yen U.S. dollars (Note)

2006 2007 2007

Net sales .......................................................................................... ¥235,863 ¥229,574 $1,944,061
Income before income taxes and minority interest .................. 2,624 1,755 14,858
Net income ..................................................................................... 1,499 893 7,564
Total assets ..................................................................................... 77,774 78,788 667,189
Property, plant and equipment ................................................... 19,847 19,724 167,023
Shareholders' equity ..................................................................... 22,753 — —
Net assets ........................................................................................ — 23,184 196,328

Japanese yen U.S. dollars

Amounts per share of Common Stock:
Net Income-primary ................................................................ ¥20.78 ¥12.38 $0.10

-fully diluted ......................................................... 20.76 12.37 0.10
Net Assets .................................................................................. — 316.58 2.68
Cash Dividends ........................................................................ 7.00 7.00 0.06

Note. U.S. dollar amounts are translated for convenience only at the rate of ¥118.09 to U.S.$1.
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To Our Shareholders

REVIEW OF OPERATIONS

Summary of operating performance

During the consolidated fiscal year ended March 31, 2007, there
were a number of causes for concern in the Japanese economy
including the steep rise in oil prices and logistics costs related
thereto, the rise in prices of petro-chemical products, and the
uncertain outlook for the U.S. economy. Nevertheless, corporate
earnings expanded mainly in the export and manufacturing
industries, and the Japanese economy sustained what has now
become the longest period of postwar economic expansion. The
Japanese economy, led by certain industries, continued to move
from a recovery trend to expansion.

In the food industry, factors such as the rise in the prices of
raw materials due to the higher price of oil put an upward
pressure on costs. However, as seen from the lack of
movement in the consumer price index, the rise in oil and raw
materials prices are not yet reflected in consumer prices. This
put pressure on corporate profits.

A similar situation was observed in the meat industry. The cost of
raw materials in domestic production generally continued its
upward trend, driven by the higher costs for feedstuff and the
tightening supply-demand situation in overseas meat industries.
Retail prices did not rise commensurately, however, hence the
Company had difficulty improving its profitability. In addition,
the increased demand for meat arising from global economic
growth led to instability in the meat supply from countries from
which Japan has been importing. There were significant decreases
in volume of imported pork and a shortage of raw materials.

Imports of U.S. beef resumed, but the volume of import were
significantly smaller than what had been initially expected,
because of decreases in U.S. production. The market therefore
failed to expand, thwarting earlier forecasts.  

Under these circumstances, the Company and the Group
endeavored to expand the supply source both in Japan and
overseas, and to provide a stable supply of meat in order to
respond fully to the increased demand for meat domestically.
Further, in order to respond to the consumers’ heightened interest
in food safety, efforts will be made throughout every Starzen
Group company to maintain quality control and ensure a system

for the delivery of fresh products to customers at all times.

In particular, sales branches and manufacturing facilities at 33
locations had acquired the SQF2000 international standard as of
the end of March 2007. Efforts towards acquisition of the standard
at all sales branches and manufacturing facilities will continue.

In order to cater to the increased demand for a variety of food
due to the diversification of diet, the Company worked to
expand sales not only of fresh meat, but also of ham, sausage,
and other processed meats. Products from the reputable and
long-established Lohmeyer Corporation, a producer of ham
and sausage acquired as a consolidated subsidiary of Starzen
Co., Ltd. in June 2005, also contributed to sales. Thus, the
Company was able to expand in this sector as well.

As a result, the consolidated sales amount in this fiscal year was
229,574 million yen (97.3% of last year). This was mainly due to
the significant decrease in the trade volume of imported pork
meat on a non-consolidated basis. The current year operating
profit was 2,004 million yen (89.5% of last year) because of a
decrease in gross profit on sales and increases in logistic costs.
Ordinary profit was 2,037 million yen (90.6% of last year).
Extraordinary gain of 92 million yen was realized because of a
gain on the sale of investment securities. Included in the
extraordinary loss was an impairment loss on the disposition of
fixed assets of 243 million yen. As a result, the net income after
income tax was 893 million yen (59.6% of last year).

Starzen Group is classified as a single segment centered on
meat business and operates breeding, feeding, slaughtering,
producing and selling as a series of businesses within the
Group. Accordingly, in order to clearly communicate the
operating results of each function, we hereby explain our
operations in the following segments.

Meat
The volume of imported pork decreased significantly, mainly
because of the increased demand for the meat worldwide. Starzen
Group was faced with a similar situation, and the volume of
imported pork handled by the Group decreased by about 20%
compared to the previous term. Imports of U.S. beef were resumed
for the second time in July 2006, but the producers were unable to
provide the meat at the sufficient levels forecasted. They are now
taking a wait-and-see stance, carefully watching the reaction of the
consumers. Because of these circumstances, the consumption of
meat in Japan was relatively low in general. The supply of
domestic beef and pork, on the other hand, increased favorably, as
efforts to develop supply source began to show effects.
As a result, sales of all meat products totaled 191,204 million yen
(97.9% of last year).

Processed Meat
In addition to the effect of launching new products for restaurants,
consumer products, including Yakiniku-related products such as
the “Aji-man-en” series and Delica food products of “Ginza
Lohmeyer,” grew steadily. Various causes, however, including the
influences of ongoing deflation within the food industry, resulted
in a sales amount of 25,299 million yen (89.5% of last year).

Ham and Sausage
Sales of standard products such as coarsely ground sausage,
roasted ham, and bacon expanded steadily, and the new
products from the Lohmeyer brand such as the “Nasu-no-
mori” series sold robustly as well.
As a result, the sales volume reached 7,999 million yen (102.3%
of last year).

Other Businesses
Nothing out of the ordinary was noted in other businesses.
Sales from all other businesses totaled 5,070 million yen
(110.9% of last year).

Summary of Capital Investment

To respond to the diversifying needs and tougher sales
competition, the Company made capital investments of 1,818

Seiichi Uzurahashi
President
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million yen during this fiscal year. The breakdown of the
capital investment is as follows.
In the meat sales section, 1,289 million yen was mainly used to
establish new facilities at Akishima Sales Center and Kumamoto
sales branch in order to strengthen the meat sales system.
In the ham and sausage processing section, a capital investment
of 65 million yen was made mainly into the production facilities.
In the meat processing section, a capital investment of 212 million
yen was made mainly for the purchase of production facilities of
Starzen Meat Group Co., Ltd.
In the breeding and feeding section, a capital investment of 40
million yen was made mainly for purchasing production facilities
of Hokusatsu Ebino Farm.
In other business section, a capital investment of 209 million yen
was made mainly for purchasing machineries and equipment of
Aoki Noodles and Food Co., Ltd.

Issue for the future

High prices are anticipated in the meat industry, because of the
recent BSE issues and the increased demand for meat generated
by global economic development. Under these circumstances, the
Company will work to strengthen its internal control, establish a
compliance system, and enhance the development of human
resources based on an enhanced the supply source of meat and a
strengthened marketing structure both domestically and overseas,
in order to secure a stable supply of meat. Starzen Group will
tackle the following issues to build a corporate structure that can
respond promptly and flexibly to changes in customer needs and
the economic environment.

1. Reforming the organizational structure of the Group
Significant changes are occurring in the environment surrounding
the industry, and Starzen Group will proactively work to reform
itself. This means maximizing the advantages and getting rid of
weaknesses, in order to build a structure that will allow the Group
to face new challenges to its fullest ability.

The big challenge facing Starzen Group will be the reform of its
organizational structure at the group level. The target of reform
will be to enable a strengthening of all sectors with a focus on the
wholesale business, including the beef and pork production sector,
the meat product manufacturing sector, and the import and export
sectors for meat.

To build an organizational structure to achieve these goals, Starzen
is now considering shifting to a holding company system with
separate functions for group management and business execution.
As a first step, a split-up of a part of the Company’s overseas
headquarters is expected in October 1, 2007. To realize the holding
company system, for the time being, the Company will endeavor
for a smooth split-up of the overseas headquarters. In the future,
the Company will work to materialize the concept of the holding
company system and work out a schedule for the implementation.

2. Enhanced the supply source domestically and overseas to
provide stable supply

The self-sufficiency ratio in our nation’s food supply has been
decreasing from year to year. The level has been about 40%, the
lowest among the advanced countries, for the last several years.
On the other hand, demand for food is increasing with the growth
of the world population, and this includes a global increase in the
demand for meat. Extreme problems of various types hinder
efforts to expand meat production in Japan. Against this backdrop,
the big challenge for Starzen will be to find the best way to
respond to the demand for food. In order to respond to these
issues, Starzen is working to 1) expand domestic production and
the feeding business through various means, including mergers,
and 2) promote the expansion of its overseas supply base. The
Company will further enhance its business basis by expanding the
scope of its business into new areas in the future. 

3. Responding to diversification of food
The further declines in the national birthrate, aging of the
population, and spread of the nuclear family have led to a new
and untraditional dietary lifestyles. The trend is from consumption

of food at home to eating out, and the market for ready-made
food, the so-called “home-meal replacement” (“HMR”) market, is
expanding further.
Starzen Group is trying to filter into any and all sales channels in
these developing markets, in order to expand the sales of meat and
products that use meat as raw material. 

4.  Strengthening the marketing system
With the view to expanding marketing centers, Starzen will
extend its sales network not only in the large consumption
centers, including the metropolitan area, but all over Japan.
Starzen Group will also establish a 365-day marketing system
to provide fresh products and build diverse sales channels.

5. Ensuring compliance management
In order to raise the morals and ethics on the compliance of
employees, a goal towards which the Company has been working
all through its history, Starzen Group will have the Quality
Control Department carry out internal control, while having the
Ethical Committee, the body partly composed of outside
professionals, continue with its regular business activity checks.
Through these efforts, the Company conducts business operations
based on compliance with relevant laws and regulations.

6. Development of human resources
In order to cultivate human resources who have rich knowledge of
products, technology, and know-how based on experience and can
satisfy the requests of customers, Starzen will implement training
programs to develop next-generation leaders and enhance
employee abilities, and endeavor to improve labor productivity
through these measures.

7. Initiatives for product safety and security
As one of the measures to provide safe and healthy food to
consumers, Starzen Group will promote the adoption of SQF2000
system, the world standard of food security and high quality, at all
sales branches and manufacturing facilities. The Group will try to
establish a quality assurance system and place stricter controls on
management for safety and health.

In managing the quality of domestic beef and pork products,
Starzen Group has established a traceability system to keep track
of the history of livestock, from the date of birth to the date of meat
sales. The Group will continue to enhance the system further.

8. Improving financial position
Now that higher interest rates are poised to return in Japan,
Starzen will: reduce its interest-bearing liabilities, reduce operating
costs, improve collection of accounts receivable, maintain proper
inventory levels, review non-performing assets, and improve the
efficiency and effectiveness of capital investment. Additionally,
Starzen Group will enhance and improve its financial position
through advantageous financing.

9. Basic policies on the control of the Company
As an initiative to prevent the Company’s financial and business
policies to be controlled by persons who are deemed inappropriate
in the light of “Basic policies on persons controlling the
Company’s financial and business policies” (hereinafter “Basic
policies related to the control of the Company”), Starzen approved
a resolution to adopt a set of countermeasures against large-scale
purchases of the Company’s shares, at the Meeting of the Board of
Directors held on May 8, 2007 (hereinafter the “Plan”).

Following are details on the Company’s basic policies regarding
persons who control the decisions of the Company’s financial and
business policies, details on the Company’s efforts to implement
those basic policies, and details on the defensive measures.

(1) Basic policies
Starzen is a company listed on the stock exchange. Thus, the
purchase and sale of the Company’s shares should be left to the
Company’s shareholders and investors, and judgments on persons
controlling the Company should be left to the free will of the
shareholders in principle.
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from overseas to fill the insufficiency. Due to global economic
expansion, however, significant changes are occurring in the
supply and demand of food, and the future deficiencies in the
supply of meat and fish are increasingly anticipated.

Under these circumstances, Starzen will further enlarge it’s the
supply source for a stable supply of meat and actively develop
import to stabilize supply from overseas. The Company will
work to expand sales centers in order to build a system that
can supply collected meat all over Japan through the
Company’s cold chain (physical distribution function
constituting mainly of route sales using refrigeration car, etc.).

Based on the initiatives mentioned above, Starzen will continue
to respond precisely to the changing demands for meat.

To achieve our mission statement, “Starzen Group brings
happiness to people by providing safe and quality foods,” the
Company will actively work on new businesses focusing on
the meat wholesale section, will transform itself to respond to
important social challenges such as the low birthrate, the
ageing population, and the increase single households, and
will adapt itself to forms of consumption not seen before,
while including in its options the procurement and sale of
food other than meat to adjust to the changes of the times.

Through these business developments, the Company will seek
to further enhance the corporate value and common interests of
the shareholders while implementing dividend policies based on
distribution with an emphasis on shareholder interests, giving
due consideration to the enhancement of the financial position of
the Company and the improvement of internal reserves.

(3) Initiatives to prevent unsuitable parties from taking control
of Starzen’s financial and business policy decisions, in light of
its basic policy on corporate control

1) Purchase of the Company’s shares subject to the Plan
Purchases of the Company’s shares subject to the Plan are
purchases of the Company’s shares that aim to or result in
a Related Shareholder Group holding of 20% or more of
the voting rights (excluding any purchase approved in
advance by the Company’s Board of Directors in either
case, regardless of the specific form of the purchase
(market transaction, TOB, etc.)). Hereinafter, such purchase
shall be referred to as a “Large-scale Purchase,” and a
person conducting a Large-scale Purchase shall be referred
to as a “Large-scale Purchaser.”)

2) Establishment of an Independent Committee
Starzen decided to establish the Independent Committee
Regulations and to form an Independent Committee to
ensure that this Plan is implemented properly, to prevent its
Board of Directors from making arbitrary judgments, and to
ensure that the Company’s decisions remain reasonable and
fair. There are three or more constituent members of the
Independent Committee, all of whom are elected from
among outside auditors who remain independent from the
Company executives who perform duties of the Company,
or from among external knowledgeable persons.

3) Outline of the Large-scale Purchase rules
If a Large-Scale Purchaser intends to conduct a Large-Scale
Purchase, the Large-Scale Purchaser is asked to submit to the
Company’s Board of Directors a covenant stating that the
purchaser will comply with the Large-scale Purchase rules
and a letter of intention describing the outline of the Large-
scale Purchase in the format provided by the Company, prior
to the Large-scale Purchase or prior to proposing the Large-
scale Purchase. Within ten (10) business days of the receipt of
the Large-scale Purchaser’s letter of intention, the Board of
Directors of the Company will issue a list of information that
the Large-scale Purchaser is required to provide. The Large-
scale Purchaser is asked to provide to the Company’s Board
of Directors information on the Large-scale Purchase in
writing in accordance with the list by the date considered
appropriate by the Company’s Board of Directors 

Consequently, the Company understands that the final decisions
as to whether to proceed with a large-scale purchase of the
Company’s shares should be left up to the shareholders. The
provision of sufficient information and time for consideration
regarding large-scale purchases will therefore be necessary to
allow the shareholders to make proper judgments on the
situation.

Further, the Company does not necessarily hold negative
views on large-scale purchases of the Company’s shares in
general. However, among the recent large-scale purchases,
there are cases where:
1) A person planning to make a large-scale purchase of the

Company’ shares clearly has no intention of managing the
Company seriously or reasonably.

2) A purchaser may force shareholders to sell their shares
under disadvantageous conditions, in effect.

3) A purchaser may not provide sufficient information or
sufficient time to allow the shareholders to fully consider
or properly judge a purchase proposal.

4) A purchaser has not presented a purchase proposal or 
business plan to the Company’s Board of Directors, or has
not provided opportunities for negotiation, or sufficient
time for consideration. 

In addition to these, other large-scale purchase proposals that
do not intend to secure or enhance corporate value or common
interests of the shareholders may be suggested.

Persons carrying out such purchases shall be considered
inappropriate in the light of the Company’s basic policies on the
control of companies. In order to secure corporate value and
serve the common interests of the shareholders, the Company
determines that it will be necessary to take defensive measures
of some kind to prevent the acts of such inappropriate persons.

(2) Initiatives to implement basic policies on corporate control

Since its foundation in 1948, the Company has taken a
pioneering role as an innovator of the meat industry to
develop and modernize the industry in Japan.

In 1955, Starzen started the experimental import of frozen beef
from Australia and the transportation of pork carcasses by
refrigerated trucks, promoted standardization of carcasses, the
principal constituent of distribution at the time, as subprimal,
and thereby contributed to the rationalization of distribution.
Starzen was the first to make these efforts in the industry.

Ever since the post-war period, when the Japanese people
consumed only a limited amount of meat, the diversification and
westernization of food in Japan in step with economic
development have led to steadily increasing consumption of
meat. Consumer needs have become more and more
sophisticated, and consumers today demand meat that is safe to
consume, with all the details disclosed. To respond to these
needs, Starzen makes company-wide efforts to establish a
system of high quality control. To achieve this goal, the
Company has striven to obtain certification by the SQF2000
International Safety Standard at all of its sales branches and
manufacturing facilities. As of end of March 2007, a total of 33
Starzen sales branches and manufacturing facilities had obtained
the SQF2000 certification, making the Starzen the most certified
body within Japan, as a single enterprise. The Company aims to
obtain certification for all remaining branches in the future.
At the same time, Starzen Group has established a traceability
system to keep track of the history of the beef and pork produced
by Group companies and collaborating companies. The details
are disclosed on the Company’s website (from 2003 onward for
domestic beef and from 2004 onward for domestic pork).

In addition to the tasks required for these initiatives for product
safety and security, the Company is now pressed to respond to
recent decreases in the food self-sufficiency ratio, one of the
significant issues facing Japan today. When the self-sufficiency
in Japan ratio decreases, we need to depend on imported food
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(hereinafter the “Required Information for Evaluation”).
After the Large-scale Purchaser has completed the
provision of the Required Information for Evaluation to
the Company’s Board of Directors, the Board will specify a
evaluation period during which the Board of Directors can
evaluate, review, negotiate, form an opinion, or propose an
alternative plan. This evaluation period shall be up to sixty
(60) days in the case of a cash tender offer in Japanese yen
for all of the Company’s shares, or up to ninety (90) days in
the case of any other form of Large-Scale Purchase
(hereinafter the “Board of Directors’ Evaluation Period”).
A Large-Scale Purchase will commence only after passage
of the Board of Directors’ Evaluation Period.
During the Board of Directors’ Evaluation Period, the Board
of Directors will fully review and evaluate the Required
Information for Evaluation provided, consulting the
Independent Committee and referring to the advice of
outside experts (financial advisers, certified public
accountants, attorneys, consultants, and other experts) when
necessary. Then the Board of Directors will carefully form
and disclose its opinion on the Large-scale Purchase as the
Board of Directors, placing the highest value on the
recommendations of the Independent Committee. The Board
of Directors may negotiate with the Large-scale Purchaser to
improve the terms and conditions of the Large-scale
Purchase or come up with alternatives for shareholders, if
the Board of Directors believes these steps are necessary.

4) If the Large-scale Purchaser does not comply with the Large-
scale Purchase rules
If the Large-scale Purchaser does not comply with the Large-
scale Purchase rules, regardless of the specific methods of the
acquisition, the Board of Directors may implement
countermeasures against the Large-scale Purchase, placing
the highest value on the Independent Committee’s
recommendations, with the purpose of securing the
Company’s corporate value and the common interests of the
shareholders, applying such measures as allocation of stock
acquisition rights for no consideration or taking defensive
measures authorized by the Company Law, other relevant
laws or regulations or Company’s Articles of Incorporation.

5) If the Large-scale Purchaser complies with the Large-scale
Purchase rules
If the Large-scale Purchaser complies with the Large-scale
Purchase rules, the Board of Directors may only persuade
shareholders by expressing its dissenting opinion or
presenting an alternative plan, even when it opposes the
Large-scale Purchase. The Board of Directors will not
implement defensive measures against the Large-scale
Purchase as a general rule.
Shareholders shall decide on their own whether to accept
the proposal by the Large-scale Purchaser or not, taking
into consideration the proposal by the Large-scale
Purchaser and the opinions on the proposal and
alternatives given by the Board of Directors.
Even if the Large-scale Purchase complies with the Large-
scale Purchase rules, however, the Board of Directors may
decide to implement defensive measures in exceptional
cases, placing the highest value on the Independent
Committee’s recommendations, in order to protect the
Company’s corporate value and, consequently, the
common interests of its shareholders, if the Board of
Directors believes that the Large-scale Purchase will
irreparably harm the Company or materially damage the
Company’s corporate value and, consequently, the
common interests of its shareholders.

6) Suspension of defensive measures
Even after the Board of Directors has resolved to implement
the specific defensive measures in 4) or 5) above, the Board
of Directors may suspend or change the trigger of
defensive measures, placing the highest value on the
Independent Committee’s advice, opinions, or
recommendations, if it determines that the trigger of

defensive measures is not appropriate when the Large-scale
Purchaser revokes or changes the Large-scale Purchase.

7) Implementation, effective term, abolition, and
modification/amendment of the Plan
If the shareholders give their approval at this ordinary
general meeting of shareholders, this Plan will take effect
and will remain in force until the close of the Company’s
71st ordinary general meeting of shareholders to be held
by June 30, 2010. Even after it the Plan approved and
becomes effective at the ordinary general meeting of
shareholders, however, it shall be abolished immediately
upon the approval of any resolution i) to cancel the Plan at
the general meeting of shareholders or ii) to cancel the Plan
at the Board of Directors’ meeting.

(4) The Plan complies with the basic policies and is in
conformity with the Company’s corporate value, and
consequently with the common interests of the shareholders,
and there is no intention within the Plan to entrench the
corporate management of the Company.

1) The Plan fully satisfies the requirements of the Guidelines
for Takeover Defense Measures
The Plan fully satisfies the three principles (the principle of
protecting and enhancing corporate value and the common
interests of shareholders, the principle of prior disclosure
and shareholders’ will, and the principle of ensuring
necessity and reasonableness) set out in the Guidelines
Regarding Takeover Defense Measures for the Purposes of
Ensuring and Enhancing Corporate Value and Common
Interests of Shareholders, released by the Ministry of
Economy, Trade and Industry and the Ministry of Justice
on May 27, 2005.

2) The Plan does not harm the common interests of the
shareholders
The Plan is introduced with the purpose of securing and
enhancing the corporate value of the Company and,
consequently, the common interests of the shareholders. It
functions to secure the information as well as the time
necessary for the shareholders of the Company to make the
decision as to whether to accept the proposal of a Large-
scale Purchase, or for the Board of Directors of the
Company to present the shareholders of the Company
with an alternative plan, and to allow discussion or
negotiation with the purchaser, in case the Large-scale
Purchase of the Company's shares occurs.
The Plan becomes effective upon the conditions that the
shareholders approve it and that the Plan may be
abolished if the shareholders wish it. This indicates that the
Plan does not harm the common interests of the
shareholders.

3) Emphasis on the decisions of independent outsiders and
the disclosure of information
Defensive measures in accordance with the Plan are
triggered by consultation with the Independent
Committee, a body made up of members who are
independent from the management body that performs
business of the Company, with the highest value placed on
the recommendations of the Independent Committee.
Provision is made for procedures to ensure that the Plan is
operated in a transparent way, in order to contribute to the
corporate value and, consequently, the common interests
of the shareholders.

In accordance with the outline set forth above, the companies
of Starzen Group will enhance and improve their respective
functions in an effort to achieve the Company’s corporate
philosophy of “Customer Comes First.”

Seiichi Uzurahashi
President
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Consolidated Balance Sheets
As of March 31, 2006 and 2007

Thousands of
Millions of Yen U.S. dollars (Note 4)

2006 2007 2007

ASSETS

Current assets:

Cash and bank deposits (Notes 5 and 7) ................................. ¥10,349 ¥4,990 $42,252

Notes and accounts receivable-trade ....................................... 24,728 28,165 238,504

Inventories ................................................................................... 8,767 10,643 90,126

Deferred tax assets (Note 8) ....................................................... 594 478 4,046

Other current assets .................................................................... 2,632 3,972 33,644

Allowance for doubtful accounts .............................................. (103) (23) (193)

Total current assets ........................................................... 46,967 48,225 408,379

Fixed assets:

Property, plant and equipment (Note 7) 
Buildings and structures ....................................................... 19,391 19,975 169,155

Machinery and vehicles ........................................................ 8,486 8,508 72,048

Land ......................................................................................... 7,849 7,968 67,470

Construction-in-progress ...................................................... 105 114 961

Other ......................................................................................... 1,190 1,170 9,908

Accumulated depreciation ................................................... (17,174) (18,011) (152,519)

19,847 19,724 167,023

Intangible fixed assets  
Goodwill .................................................................................. 146 523 4,430

Difference between investment cost and
equity in net assets acquired ............................................. 552 — —

Other ........................................................................................ 187 149 1,261

885 672 5,691

Investments and other assets  

Investment securities (Notes 6 and 7) ................................. 5,810 5,530 46,827

Rental properties .................................................................... 1,689 1,846 15,634

Long-term loans receivable .................................................. 462 470 3,979

Deferred tax assets (Note 8) ................................................. 243 559 4,733

Other ......................................................................................... 2,078 2,060 17,441

Allowance for doubtful accounts ........................................ (233) (334) (2,825)

10,049 10,131 85,789

Deferred Charges ............................................................................ 26 36 307

Total assets ......................................................................... ¥77,774 ¥78,788 $667,189

The accompanying notes are an integral part of these statements.
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Thousands of
Millions of Yen U.S. dollars (Note 4)

2006 2007 2007

LIABILITIES AND NET ASSETS
Current liabilities:

Notes and accounts payable-trade  .......................................... ¥10,795 ¥10,557 $  89,397
Short-term borrowings (Note 6 and 7) .................................... 19,096 21,029 178,079
Current portion of long-term debt (Note 7) ............................ 7,122 4,295 36,370
Accrued income taxes ................................................................. 975 263 2,225
Accrued bonuses.......................................................................... 1,010 1,005 8,509

Other current liabilities (Note 6) ............................................... 3,958 3,318 28,098

Total current liabilities ..................................................... 42,956 40,467 342,678

Long-term liabilities:
Long-term debt (Note 7) ............................................................ 9,764 13,154 111,392
Accrued pension and severance costs (Note 9) ...................... 1,626 1,681 14,235
Other long-term liabilities ......................................................... 305 302 2,556

Total long-term liabilities ................................................ 11,695 15,137 128,183

Minority interest in consolidated subsidiaries ......................... 370 — —

Shareholders’ equity:
Common stock  

Authorized:  150,000,000 shares
Issued              87,759,216 shares ........................... 9,900 — —

Capital surplus .................................................................. 10,334 — —
Retained earnings ............................................................. 4,335 — —
Unrealized gain on securities .......................................... 942 — —
Foreign currency translation adjustments .................... (92) — —
Treasury stock ................................................................... (2,666) — —

Total shareholders’ equity 22,753 — —

Contingent liabilities (Note 13)
Total liabilities, minority interest and 

shareholder’s equity ¥77,774 — —

Net Assets
Shareholders’ equity:

Common stock  
Authorized:  150,000,000 shares
Issued              87,759,216 shares ........................... — 9,900 83,832

Capital surplus .................................................................. — 10,335 87,520
Retained earnings (Note 16(b)) ........................................ — 4,723 40,004
Treasury stock ................................................................... — (2,667) (22,590)

Total shareholders’ equity — 22,291 188,766

Revaluation and translation adjustments
Unrealized gain on securities........................................... — 660 5,586
Gain (loss) on deferred hedges ........................................ — (22) (186)
Foreign currency translation adjustments ..................... — (87) (736)

Total revaluation and translation adjustment .... — 551 4,664

Minority interest in consolidated subsidiaries ......................... — 342 2,898

Total net assets — 23,184 196,328

Contingent liabilities (Note 13)
Total liabilities and net assets — ¥78,788 $667,189

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Income
For the Year Ended March 31, 2006 and 2007

Thousands of
Millions of Yen U.S. dollars (Note 4)

2006 2007 2007

Net sales ............................................................................................ ¥235,863 ¥229,574 $1,944,061
Cost of sales ...................................................................................... 215,286 209,041 1,770,184

Gross profit ........................................................................ 20,577 20,533 173,877
Selling, general and administrative expenses (Note 10)  ........... 18,337 18,528 156,902

Operating profit ................................................................ 2,240 2,005 16,975

Non-operating income:
Interest and dividend income ................................................... 99 112 951
Revenue from rented properties .............................................. 551 573 4,857
Other ............................................................................................. 464 514 4,351

Total non-operating income ............................................ 1,114 1,199 10,159

Non-operating expenses:
Interest expense .......................................................................... 704 764 6,467
Cost of rented properties  .......................................................... 232 240 2,030
Other.............................................................................................. 170 163 1,387

Total non-operating expenses ......................................... 1,106 1,167 9,884
Ordinary profit .................................................................. 2,248 2,037 17,250

Extraordinary gains:
Gain on sale of property, plant and equipment ...................... 63 16 133
Gain on sale of investment securities (Note 6) ....................... 20 92 781
Gain on insurance claims ........................................................... 655 11 95
Reversal for allowance for doubtful accounts ........................ 233 — —
Reversal for investment securities ............................................ — 4 34

Total extraordinary gains ................................................ 971 123 1,043

Extraordinary losses:
Devaluation loss on inventories ............................................... 166 — —
Loss on sale of property, plant and equipment ...................... 12 8 69
Loss on disposal of property, plant and equipment............... 239 244 2,066
Impairment loss on fixed assets (Note 12) .............................. 98 21 184
Loss on sale of investment securities (Note 6) ........................ 5 4 33
Devaluation loss on investment securities............................... 6 38 320
Provision for investment securities .......................................... 2 10 85
Other ............................................................................................. 67 80 678

Total extraordinary losses ................................................ 595 405 3,435

Income before income taxes and minority interest ..... 2,624 1,755 14,858

Income taxes (Note 8):
Current ......................................................................................... 1,443 885 7,495
Deferred ........................................................................................ (170) 9 74

1,273 894 7,569
Minority interest in loss of consolidated subsidiaries ................ (148) (32) (275)

Net income ......................................................................... ¥    1,499 ¥    893 $   7,564

U.S. dollars
Yen (Note 4)

2006 2007 2007

Per share of common stock:
Net income- primary........................................................................ ¥    20.78 ¥    12.38 $      0.10

- fully diluted ................................................................ 20.76 12.37 0.10
Net assets ........................................................................................... — 316.58 2.68
Cash dividends ................................................................................ 7.00 7.00 0.06

The accompanying notes are an integral part of these statements.



Millions of Yen
Shareholders’ equity Revaluation and translation adjustments

Total
Foreign revaluation Minority

Total Unrealized Gain (loss) currency and interest in
Number of Common Capital Retained Treasury shareholders’ gain on on deferred translation translation consolidated Total net 

shares issued stock surplus earnings stock equity securities hedges adjustments adjustments subsidiaries assets

Balance at March 31, 2006 .......... 87,759,216 ¥9,900 ¥10,334 ¥4,335 (¥2,666) ¥21,903 ¥942 — (¥92) ¥850 ¥370 ¥23,123
Dividends from surplus...... (505) (505) (505)
Net income............................ 893 893 893
Acquisition of treasury stock ... (6) (6) (6)
Disposition of treasury stock.... 1 5 6 6
Items other than changes in 

shareholders’ equity ........ (282) (22) 5 (299) (28) (327)

Balance at March 31, 2007.......... 87,759,216 ¥9,900 ¥10,335 ¥4,723 (¥2,667) ¥22,291 ¥660 (¥22) (¥87) ¥551 ¥342 ¥23,184

Thousands of U.S. dollars (Note 4)
Shareholders’ equity Revaluation and translation adjustments

Total
Foreign revaluation Minority

Total Unrealized Gain (loss) currency and interest in
Common Capital Retained Treasury shareholders’ gain on on deferred translation translation consolidated Total net 

stock surplus earnings stock equity securities hedges adjustments adjustments subsidiaries assets

Balance at March 31, 2006 .......... $83,832 $87,512 $36,717 ($22,576) $185,485 $7,976 — ($782) $7,194 $3,130 $195,809 
Dividends from surplus...... (4,277) (4,277) (4,277)
Net income............................ 7,564 7,564 7,564
Acquisition of treasury stock ... (54) (54) (54)
Disposition of treasury stock ... 8 40 48 48
Items other than changes in 

shareholders’ equity ........ (2,390) (186) 46 (2,530) (232) (2,762)

Balance at March 31, 2007 .......... $83,832 $87,520 $40,004 ($22,590) $188,766 $5,586 ($186) ($736) $4,664 $2,898 $196,328 
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Consolidated Statements of Shareholders’ Equity
For the Year Ended March 31, 2006 and 2007

Millions of Yen
Foreign

Number Unrealized currency
of shares Common Capital Retained gain on translation Treasury

issued stock surplus earnings securities adjustments stock
Balance at March 31, 2005................................. 87,759,216 ¥  9,900 ¥10,333 ¥  3,270 ¥   330 (¥   135) (¥ 2,592)

Net income .................................................... 1,499
Cash dividends ............................................. (434)
Gain on sale of treasury stock...................... 1
Foreign currency 

translation adjustments ............................ 43
Net increase 

of unrealized gain on securities................ 612
Net increase

of common stock in treasury  .................. (74)

Balance at March 31, 2006................................. 87,759,216 ¥  9,900 ¥10,334 ¥  4,335 ¥   942 (¥     92) (¥  2,666)

The accompanying notes are an integral part of these statements.



Thousands of
Millions of Yen U.S. dollars (Note 4)

2006 2007 2007
Cash flows from operating activities:

Income before income taxes and minority interest ....................... ¥  2,624 ¥ 1,755 $14,858
Adjustments:

Depreciation and amortization ................................................... 1,591 1,784 15,106
Impairment loss on fixed assets ................................................... 98 21 184
Increase (decrease) in accrued bonuses ...................................... 24 (5) (45)
Increase in accrued pension and severance costs...................... 88 55 465
Increase (decrease) in allowance for doubtful accounts........... (294) 21 177
Interest and dividend income ...................................................... (99) (112) (951)
Equity in earnings of affiliated companies................................. (52) (75) (638)
Devaluation loss on inventories................................................... 166 — —
Gain on sale of investment securities.......................................... (20) (92) (781)
Loss on sale of investment securities .......................................... 5 4 33
Devaluation loss on investment securities ................................. 6 38 320
Interest expense .............................................................................. 704 764 6,467
Loss on sale or disposal of property, plant and

equipment ................................................................................. 252 252 2,134
Gain on sale of property, plant and equipment ........................ (63) (16) (133)
Gain on insurance claims .............................................................. (655) (11) (95)

Increase (decrease) in notes and accounts receivable - trade........ 1,827 (3,437) (29,103)
Increase in inventories ....................................................................... (428) (1,877) (15,895)
Increase (decrease) in advance payments........................................ 1,004 (1,239) (10,493)
Decrease in notes and accounts payable - trade ............................. (2,986) (239) (2,019)
Other ..................................................................................................... (89) 504 4,276

Sub total ................................................................................ 3,703 (1,905) (16,133)
Interest and dividends received ....................................................... 104 126 1,068
Interest paid ........................................................................................ (666) (756) (6,404)
Insurance proceeds received ............................................................ 1,241 12 99
Income taxes paid ............................................................................... (1,123) (1,572) (13,308)

Net cash provided by (used in) operating activities ................ 3,259 (4,095) (34,678)
Cash flows from investing activities:

Payments for time deposits ............................................................... (260) (268) (2,273)
Proceeds from expiry of time deposits............................................. 261 265 2,242
Payments for purchase of investment securities ............................ (29) (204) (1,727)
Proceeds from sale of investment securities .................................. 157 127 1,076
Payment for purchase of property, plant and equipment ............ (3,588) (2,246) (19,018)
Proceeds from sale of property, plant and equipment ................. 86 40 342
Increase in short-term loans receivable............................................ (2) (37) (313)
Payment for long-term loans receivable .......................................... (51) (135) (1,143)
Proceeds from long-term loans receivable ...................................... 259 160 1,351
Payment for purchase of consolidated affiliated company .......... (10) — —
Other ..................................................................................................... (229) (260) (2,198)

Net cash provided by (used in) investing activities.................. (3,406) (2,558) (21,661)

Cash flows from financing activities:
Increase in short-term borrowings ................................................... 113 1,268 10,739
Proceeds from long-term debt........................................................... 2,770 5,564 47,117
Repayments of long-term debt.......................................................... (8,096) (4,820) (40,816)
Proceeds from issuance of bonds...................................................... 3,861 2,965 25,109
Payments for redemption of bonds .................................................. — (3,180) (26,928)
Payments for purchases of treasury stock....................................... (83) (6) (54)
Proceeds from sales of treasury stock .............................................. 10 4 39
Cash dividends paid........................................................................... (434) (505) (4,277)
Proceeds from minority shareholders.............................................. 20 — —
Other ..................................................................................................... (5) (4) (35)

Net cash provided by (used in) financing activities ................ (1,844) 1,286 10,894

Effect of exchange rate changes on cash and cash equivalents ........ 26 3 22

Net decrease in cash and cash equivalents........................................... (1,965) (5,364) (45,423)
Cash and cash equivalents at beginning of year ................................ 11,137 10,099 85,522
Cash and cash equivalents of newly consolidated subsidiary, 
at the beginning of year .......................................................................... 927 — —

Cash and cash equivalents at end of year (Note 5) ............................. ¥10,099 ¥  4,735 $40,099

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Cash Flows
For the Year Ended March 31, 2006 and 2007
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Notes to The Consolidated Financial Statements

1. Basis of Presenting Consolidated Financial
Statements:

The accompanying consolidated financial statements of
Starzen Company Limited (“the Company”) and its
subsidiaries (together with the Company collectively referred
to as “the Companies”) are prepared on the basis of accounting
principles generally accepted in Japan, which are different in
certain respects as to application and disclosure requirements
of International Financial Reporting Standards, and are
compiled from the consolidated financial statements prepared
by the Company as required by the Securities and Exchange
Law of Japan.  The notes to the consolidated financial
statements include financial information, which is not required
under accounting principles generally accepted in Japan, but is
presented herein as additional information. The accompanying
consolidated financial statements also include certain
reclassifications and modifications in order to present them in
a format that is more familiar to readers outside Japan.

The consolidated financial statements are not intended to
present the consolidated financial position, results of
operations or cash flows in accordance with accounting
principles and practices generally accepted in countries and
jurisdictions other than Japan.

2. Summary of Significant Accounting
Policies:

(a) Consolidation and investments in affiliated companies  —

The consolidated financial statements consist of the account of
the Company and those of its majority owned 22 subsidiaries
(23 subsidiaries at March 31, 2006), which with minor
exceptions due to materiality are all majority and wholly
owned companies, including 4 core operating companies
(Starzen Meat Group Co., Ltd., Tokyo Shiratsuyu Co., Ltd. and
Lohmeyer Corporation). Lohmeyer Corporation, which was
accounted for using the equity method for the year ended
March 31, 2005, became its consolidated subsidiary on June 6,
2005. Aoki Noodles And Food Co., Ltd. was acquired and
newly consolidated on March 31, 2006. Meat Miyazaki Co.,
Ltd. was excluded from consolidation due to liquidation on
March 31, 2006 
Starzen Shokuhin Co., Ltd was excluded from consolidation
due to it was merged with Starzen Co., Ltd. on March 31, 2007.
All significant intercompany transactions and accounts have
been eliminated. Certain consolidated subsidiaries are
consolidated on the basis of their fiscal years ended December
31, January 31, or the last day of February. Material differences
in intercompany transactions and accounts arising from the
use of the different fiscal year-ends are appropriately adjusted
on consolidation. Investments in 20% to 50% owned
companies, over which the Company has the ability to exercise
significant influence, are accounted for using the equity
method, except for those deemed to be immaterial.  At March
31, 2007, there were 4 such 20% to 50% owned companies (4 at
March 31, 2006) to which the equity method was applied.

Assets and liabilities of consolidated subsidiaries are
incorporated into the financial statements at fair value, and the
difference between the net assets at fair value and the
investment cost is amortized on a straight-line basis over 5
years, except for minor amounts which are charged to income
in the year of acquisition

(b) Cash and cash equivalents —

Cash and cash equivalents in the consolidated statements of
cash flows include all highly liquid investments, generally with
original maturities of three months or less, that are readily
convertible to known amounts of cash and are so near maturity
that they present insignificant risk of changes in value.

(c) Inventories —

Merchandise and finished products are stated at cost; cost
being determined by the specific identification method and the
average cost method.  Raw materials, work-in-process and
supplies are stated at cost; cost being mainly determined by the
first-in first- out method.

(d) Marketable Securities and Investment Securities  —

Securities are classified into four categories; ‘Trading
securities’, ‘Held-to-maturity debt securities’, ‘Equity securities
of  affiliates’ and ‘Other securities’. At March 31, 2006 and
2007, the Company did not have ‘trading securities’ or ‘held-
to-maturity debt securities’.

The equity securities of affiliates are accounted for on an equity
method.  ‘Other securities’, whose fair values are readily
determinable, are carried at fair value with net unrealized
gains or losses as a component of “Net assets” (“Shareholders’
equity” for the year ended March31, 2006), net of the related
taxes. ‘Other securities’ not practicable to fair value are stated
at cost.

Realized gains and losses are determined on the moving
average cost method and are reflected in the income statement.

(e) Allowance for doubtful accounts  —

Allowance for doubtful accounts is provided for estimated
future losses, by applying a percentage based on actual past
bad debt experience to the general receivables balance, and
then adding any additional amount deemed necessary in
respect of individual accounts that represent particularly high-
risk.

(f) Property, plant and equipment and rented properties  —

Property, plant and equipment and rented properties are
carried at cost. Depreciation is for the most part computed
using the declining-balance method, except for buildings
acquired on and after April 1, 1998 and assets in the Chiba
plant for which they are computed using the straight-line
method.  The rates used, based on the estimated useful lives of
the respective assets, are as follows:
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Item Estimate useful life

Buildings .................................................... Mainly 38 years
Machinery .................................................. Mainly   9 years
Rented Properties (Buildings) ................. Mainly 38 years

(g) Amortization —

Amortization of intangible assets is computed using the
straight-line method. Bonds issuance expenses included in
deferred charges are amortized using the straight-line method
over 3 years.

(h) Accrued bonuses —

Accrued bonuses to employees are provided for the estimated
amounts which the Company and its domestic subsidiaries are
obligated to pay to employees after the fiscal year-end, based
on services provided during the current period.

(i) Accrued pension and severance costs —

Under the terms of the employee retirement plans of the
Company and its domestic subsidiaries, substantially all
employees whose service with the Company or its subsidiaries
is terminated are, under most circumstances, entitled to lump-
sum indemnities and pension payments.  The amount of the
benefit is, in general, based on the length of service, basic
salary at the time of severance and the circumstances under
which severance occurs.  The Company and certain domestic
subsidiaries have non-contributory funded defined benefit
pension plans.  These plans cover an additional portion of the
severance indemnity benefits.

Accrued pension and severance costs as of March 31, 2006 and
2007 represent the estimated present value of projected benefit
obligations in excess of the fair value of plan assets. The
unrecognized prior service costs are being amortized on a
straight-line basis over 5 years and unrecognized actuarial
differences are being amortized on a straight-line basis over a
period of 5 years from the following year in which they arise.

(j) Hedge accounting  —

The Company operates internationally, giving rise to exposure
to market risks from fluctuations in foreign currency exchange.
In the normal course of its risk management efforts, the
Company employs a variety of derivative financial
instruments, which are comprised of foreign currency forward
exchange contracts, interest rate swap contracts and coupon
swap contracts, (for the year ended 2006, foreign currency
forward exchange contracts and interest rate swap contracts) to
reduce its exposures. In accordance with the Company’s
policy, these financial instruments are utilized solely for
hedging purposes and the Company does not hold or issue
financial instruments for trading or speculation purposes.

The Company has entered into forward exchange contracts
with banks as hedges against receivables and payables
denominated in foreign currencies. As these foreign exchange
forward contracts are utilized solely for hedging purposes, the
resulting gains or losses are offset against foreign exchange
gains or losses on the underlying hedged assets and liability.

The Company does not anticipate any credit loss from
nonperformance by the counter-parties to foreign exchange
contracts, interest rate swap contracts and coupon swap
contracts (for the year ended 2006, foreign currency forward
exchange contracts and interest rate swap contracts).

Since the derivative financial instruments of the Company
were solely for hedging purposes, gains or losses arising from
changes in fair value are deferred as a revaluation and
translation adjustments (an asset or liability for the year ended
2006) to be off-set against foreign exchange gains or losses on
the underlying hedged assets and liability. 

(k) Leases —

It is customary Japanese accounting practice for finance leases
to be capitalized, in principle.  However, finance leases without
options to transfer ownership of the leased assets to the lessee,
may be accounted for as operating leases subject to appropriate
footnote disclosure.  The Companies therefore charge their
periodic lease payments to income as incurred.

(l) Foreign currency translation  —

All monetary assets and liabilities denominated in foreign
currencies, whether long-term or short-term, are translated into
Japanese yen at the exchange rates prevailing at the balance
sheet date.  Resulting gains and losses are included in net
profit or loss for the period. 

Assets and liabilities of foreign subsidiaries are translated into
Japanese yen at the exchange rates prevailing at the balance
sheet date.  “Net assets”(“Shareholders' equity” for the year
ended March 31 ,2006) at the beginning of the year is translated
into Japanese yen at the historical rate and profit and loss
accounts for the year are translated using the average exchange
rate during the year.

Differences in yen amounts arising from the use of different
rates are presented as "Foreign currency translation
adjustments" as a separate component of “Shareholders'
equity”. 

(m) Income taxes —

Income taxes payable, which included corporation, enterprise,
and inhabitant taxes, are stated at the estimated amount
payable. The asset and liability approach is used to recognize
deferred tax assets and liabilities for the expected future tax
consequences of temporary differences between the carrying
amounts and the tax bases of assets and liabilities.

(n) Consumption taxes

In Japan, the consumption tax system is designed so that all
goods and services are taxed at a flat rate of 5% unless
specifically provided otherwise. Assets, liabilities and profit
and loss accounts were stated net of consumption taxes.

(o) Appropriation of retained earnings —

The Corporation Law of Japan (the “Law”) requires
appropriations of retained earnings to be approved by the
shareholders at the ordinary general meeting. Therefore,
appropriations of retained earnings are not reflected in the
consolidated financial statements in the period to which they
relate, but are recorded in the subsequent accounting period
after shareholder approval has been obtained.

(p) Net income, net assets and dividends per share —

Net income per share of common stock is based upon the
weighted average number of shares of common stock
outstanding during each year.Net assets per share of common
stock is based upon the number of shares of common stock
outstanding at end of year. The cash dividends per share
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figures, shown for each year in the consolidated statements of
income, are calculated based on the dividends declared for the
respective periods.

3. Accounting Changes:

(a) Accounting for impairment of fixed assets —

Effective from the year ended March 31, 2006, The Company
and its domestic subsidiaries have adopted new accounting
standards for the presentation of impairment of assets
(Statement of Opinion, “Accounting for Impairment of Fix
Assets,”(Business Accounting Council; August 9, 2002) and the
“Accounting Standard Implementation Guidance No.6:
Guidance for Accounting Standards for Impairment of Fix
Assets,” October 31, 2003)), which were effective from April 1,
2005. As a result of adopting the new accounting standard,
income before income taxes for the year ended March 31, 2006,
decreased by ¥98 million. Accumulated impairment losses are
deducted directly from related fix assets.

(b) Accounting standard for presentation of net assets in the
balance sheet
Partial revision of Accounting standards for treasury stock
and appropriation of legal reserve, etc.

Effective from the year ended March 31, 2007, the Company
has applied “Accounting standards for presentation of net
assets in the balance sheet (Accounting Standards Board of
Japan Statement No.5)”,“Implementation guidance for
Accounting standards for presentation of net assets in the
balance sheet (Accounting Standards of Japan Guidance
No.8)” both issued by the Accounting Standard Board of Japan
on December 9, 2005, and the revised "Accounting Standards
for Treasury Stock and Appropriation of Legal Reserve
(Accounting standards Board Statement No.1 : final revision,
August 11, 2006)" and "Implementation Guidance on
Accounting Standards for Treasury Stock and Appropriation
of Legal Reserve (Accounting standards Board Guidance No.2
: final revision, August 11, 2006), and “Implementation
Guidance on Accounting Standard for Business Combinations
and Accounting Standard for Business Divestitures (ASBJ
Guidance No. 10 : final revision, December 22, 2006)”. 
The effect of accounting standard has no effect on profit and
loss.
The amounts corresponding to the conventional
“Shareholders’ equity” in the balance sheet is ¥ 22,864 million
($193,616 thousand).
As a result of the revision of regulation for Consolidated
Financial Statements, the Company prepared Consolidated
Financial Statements in accordance with regulations for
consolidated financial statements.

(c) Accounting standards for business combinations —

Effective from the year ended March 31, 2007, the Company
has applied “Accounting standard for business combinations”
(Accounting Standards issued on October 31, 2003 by the
Business Accounting Council in Japan), “Accounting standard
for business divestitures” (Accounting Standards Board of
Japan Statement No.7) and “Implementation guidance on
Accounting standard for business combinations and
Accounting standard for business divestitures” (Accounting
Standards Board of Japan Guidance No.10) both issued on
December 27, 2005 by the Accounting Standards Board of
Japan.
The effect of accounting standard has no effect on profit and
loss.
Change in presentation according to the revision of accounting
standards for Consolidated Financial Statements is as follows:
(Consolidated balance sheets)
The item previously presented as "Difference between
investment cost and equity in net assets acquired" is included
in "Goodwill" from the current fiscal 2007.

4. U.S. Dollar Amounts:

U.S. dollar amounts are included in the accompanying
consolidated financial statements solely for convenience.  The
rate of ¥118.09= U.S. $1, the approximate current rate
prevailing at the end of March 2007, has been used for the
purpose of translating yen amounts into U.S. dollars.  These
translations should not be construed as representations that
the yen amounts actually represent, or have been or could be
converted into U.S. dollars at this or any other rate.  The U.S.
dollar amount, are not intended to be computed in accordance
with generally accepted translation procedures.

5. Cash and Cash Equivalents:

A reconciliation of “Cash and cash equivalents” to the
amounts disclosed on the balance sheets as at March 31, 2006
and 2007 is as follows:

Thousands of
Millions of yen U.S. dollars

2006 2007 2007

Cash and bank deposits .............. ¥10,349 ¥4,990 $42,252
Time deposits with deposit

term of over 3 months ........... (250) (255) (2,153)

Cash and cash equivalents ......... ¥10,099 ¥4,735 $40,099
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6. Investment Securities : ‘Other securities' with available fair value  —
The acquisition cost, carrying amount (which is identical to fair value) and gross unrealized gains and losses on debt and equity
securities classified as ‘Other securities’ whose fair values were available, at March 31, 2006 and 2007, are as follows:

Millions of yen
2006 2007

Unrealized Unrealized
Acquisition Carrying gains Acquisition Carrying gains

cost amount (losses) cost amount (losses)
Securities with unrealized gain

Equity securities ............................................... ¥2,388 ¥4,015 ¥1,627 ¥1,559 ¥2,777 ¥1,218
Debt securities .................................................. — — — — — —
Other .................................................................. — — — — — —

Total ............................................................... 2,388 4,015 1,627 1,559 2,777 1,218

Securities with unrealized loss
Equity securities ............................................... 147 114 (33) 935 835 (100)
Debt securities .................................................. — — — — — —
Other .................................................................. — — — — — —

Total ............................................................... 147 114 (33) 935 835 (100)

Total ................................................................... ¥2,535 ¥4,129 ¥1,594 ¥2,494 ¥3,612 ¥1,118

Thousands of U.S. dollars
2007

Unrealized
Acquisition Carrying gains

cost amount (losses)
Securities with unrealized gain

Equity securities ................................................................................................................................... $13,202 $23,518 $10,316
Debt securities ..................................................................................................................................... — — —
Other ..................................................................................................................................................... — — —

Total .................................................................................................................................................. 13,202 23,518 10,316

Securities with unrealized loss
Equity securities ................................................................................................................................... 7,920 7,070 (850)
Debt securities ..................................................................................................................................... — — —
Other ..................................................................................................................................................... — — —

Total .................................................................................................................................................. 7,920 7,070 (850)

Total ....................................................................................................................................................... $21,122 $30,588 $9,466

The above figure includes marketable equity securities of ¥1,531 million and ¥1,174 million ($9,938 thousand) lent temporarily to a
financial institution based on a securities lending agreement as at March 31, 2006 and 2007. According to the agreement, the
Company received ¥ 810 millions and ¥ 800 millions ($6,774 thousands) of cash as deposits and the deposits are included in other
current liabilities and short-term borrowings on the balance sheet for the year ended March 31 2006 and 2007 respectively.

Realized gains and losses on sale of ‘Other securities’ during the years ended March 31, 2006 and 2007 are as follows:

Thousands of
Millions of Yen U.S. dollars

2006 2007 2007
Selling amount ................................................................................................ ¥157 ¥127 $1,076
Gains on sale ................................................................................................... 20 92 781
Losses on sale .................................................................................................. 5 4 33

The carrying amount of ‘Other securities’ whose fare values were not available at March 31, 2006 and 2007 are as follows:

Thousands of
Millions of yen U.S. dollars

2006 2007 2007
Non-listed equity securities

(Excluding ‘Over-the Counter’ securities) .............................................. ¥655 ¥652 $5,522
Other ................................................................................................................ 2 2 18

Total .............................................................................................................. ¥657 ¥654 $5,540

There are no maturity of debt securities at March 31, 2006 and 2007.
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7. Short-term Borrowings and Long-term
Debt:

“Short-term borrowings” as at March 31, 2006 and 2007 bore
interest at annual rates ranging from 0.11% to 6.063% and from
1.08% to 6.67%, respectively, and were represented generally
by bank overdrafts or short-term notes maturing at various
dates within 1 year.

“Long-term debt” as at March 31, 2006 and 2007 comprised the
following:

Thousands of
Millions of yen U.S. dollars

2006 2007 2007

Loans, principally from banks
due between 2007 and 2018,
with interest rates ranging 
from nil to 4.8%:
Secured ...................................... ¥3,068 ¥  2,744 $23,239
Unsecured ................................. 6,917 7,985 67,617

Unsecured bonds due from March 
2009 to October 2010, with interest
rates ranging from 0.84% to 1.26%: 6,901 6,720 56,906

16,886 17,449 147,762
Less: portion due 

within 1 year ............................. (7,122) (4,295) (36,370)

Total long-term debt .................... ¥9,764 ¥13,154 $111,392

Aggregate annual maturities of long-term debt subsequent to
March 31, 2007 are as follows:

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

2008 ................................................... ¥  4,295 $  36,370
2009 ................................................... 5,890 49,876
2010 .................................................... 4,771 40,405
2011 .................................................... 1,641 13,895
2012 and thereafter........................... 852 7,216

¥17,449 $147,762

A summary of assets pledged as collateral against “Short-term
borrowings” and “Long-term debt” as at March 31, 2006 and
2007 is as follows:

Thousands of
Millions of yen U.S. dollars

2006 2007 2007

Cash and bank deposits .............. ¥     47 ¥     46 $     394
Property, plant and

equipment .................................. 4,553 4,614 39,069
Investment securities ................... 681 572 4,843

8. Taxes:

The Company and its domestic subsidiaries are subject to a
number of different taxes based on income which, in
aggregate, indicate a statutory tax rate of approximately 40.6%
for both the year ended March 31, 2006 and 2007, respectively.

Significant components of deferred tax assets and liabilities at
March 31, 2006 and 2007 are as follows:

Thousands of
Millions of yen U.S. dollars

2006 2007 2007

Deferred tax assets:
Accrued bonuses ...................... ¥   409 ¥   407 $  3,449
Allowance for doubtful

accounts .................................. 34 17 145
Accrued enterprise taxes ......... 88 33 277
Accrued pension and

severance costs ....................... 657 686 5,805
Unrealized profit on sale of

property, plant and
equipment .............................. 198 193 1,637

Unrealized profit on sale of 
inventories .............................. — 69 586

Devaluation loss on investment 68 — —
Impairment loss on fixed assets 38 42 353
Software ..................................... — 35 298
Devaluation loss on 

investment securities............. 30 17 141
Accrued social insurance 

expense.................................... 47 49 413
Devaluation loss on 

golf membership.................... 42 42 353
Tax loss carried forward ......... 1,396 1,393 11,799
Loss on deferred hedges ......... — 15 127
Other .......................................... 123 52 444

3,130 3,050 25,827
Less: valuation allowance ....... (1,646) (1,559) (13,205)

Total deferred tax assets ..... ¥1,484 ¥1,491 $12,622

Deferred tax liabilities
Unrealized gain on securities .. (647) (454) (3,843)

Total deferred tax liabilities .. (647) (454) (3,843)

Net deferred tax assets.......... ¥  837 ¥1,037 $8,779

Reconciliation of the differences between the statutory tax rate
and the effective tax rate for the year ended March 31, 2006 and
2007 are as follows:

%

2006 2007

Statutory tax rate ............................. 40.6 40.6
Add (deduct):

Non-deductible expenses .......... 3.4 4.3
Equalization tax .......................... 2.8 4.3
Difference between investment cost and 

equity in net assets acquired .. 2.2 3.5
Equity in profit of affiliated companies (0.8) (1.7)
Valuation allowance.................... 1.0 (1.3)
Other.............................................. (0.7) 1.2

Effective tax rate ........................... 48.5 50.9
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9. Accrued Pension and Severance Costs:
“Accrued pension and severance costs” as of March 31, 2006
and 2007 are as follows:

Thousands of
Millions of yen U.S. dollars

2006 2007 2007

Projected benefit obligations ....... ¥1,848 ¥1,835 $15,543
Fair value of plan assets............... 134 161 1,367

Funded status ................................ 1,714 1,674 14,176
Unrecognized actuarial

differences................................... 88 (7) (59)
Accrued pension and

severance costs ........................... ¥1,626 ¥1,681 $14,235

The net periodic pension costs relating to retirement benefits
for the year ended March 31, 2006 and 2007 are as follows:

Thousands of
Millions of yen U.S. dollars

2006 2007 2007

Service cost .................................... ¥149 ¥117 $994
Interest cost ................................... 23 23 191
Amortization of unrecognized

actuarial differences .................. 37 27 228

Net periodic pension costs .......... 209 167 1,413

Contribution to defined 
contribution plan ...................... 355 378 3,200

¥564 ¥545 $4,613

Assumptions used in calculation of the above information are
as follows:

2006 2007

Discount rate ................................ 1.8 % 1.7 %-1.8 %
Method of attributing 

projected benefits to
periods of service ...................... Straight-line basis Straight-line basis

Amortization of unrecognized
actuarial differences ................. 5 years 5 years

10. Selling, General and Administrative
Expenses:

Major components of “Selling, general and administrative
expenses” for the year ended March 31, 2006 and 2007 are as
follows:

Thousands of
Millions of yen U.S. dollars

2006 2007 2007

Freight ............................................ ¥2,219 ¥2,393 $20,263
Salaries ........................................... 6,264 6,314 53,468
Bonuses........................................... 654 650 5,506
Pension and severance costs ...... 403 398 3,368

The aggregate amounts of research and development expenses
included in selling, general and administrative expenses for the year
ended March 31, 2006 and 2007 were ¥92 million and ¥117 million
($987 thousand), respectively.

11. Leases:
The Companies charge periodic lease payments in respect of
finance leases that do not have options to transfer ownership of
the leased assets to the lessee to income.  Such periodic lease
payments amounted to ¥698 million and ¥713 million ($6,036
thousand) for the years ended March 31, 2006 and 2007,
respectively.

However, finance leases where the lessor retains ownership of
the leased assets, are accounted for as operating leases by the
Companies. If such leases had been capitalized, the cost of the
leased assets and the related accumulated depreciation at
March 31, 2006 and 2007 would have been as follows:

Thousands of
Millions of yen U.S. dollars

2006 2007 2007

Machinery and vehicles .............. ¥2,440 ¥2626 $22,240
Other assets ................................... 1,367 1,105 9,360
Accumulated depreciation ......... (1,912) (1,675) (14,183)
Accumulated impairment loss ... — (21) (184)

¥1,895 ¥2,035 $17,233

Depreciation of the leased assets, computed on a straight-line
basis over the period of the lease contract, would have been
¥658 million and ¥671 million ($5,685 thousand) for the year
ended March 31, 2006 and 2007, respectively.

Future lease payments under the Companies’ finance leases at
March 31, 2006 and 2007 can be summarized as follows

Thousands of
Millions of yen U.S. dollars

2006 2007 2007

Lease payments —
Due within 1 year .................... ¥   650 ¥   640 $  5,419
Due after more than 1 year ..... 1,280 1,462 12,385

¥1,930 ¥2,102 $17,804

Future lease payments for non-cancelable operating leases as a
lessee at March 31, 2006 and 2007 were as follows:

Thousands of
Millions of yen U.S. dollars

March 31 March 31,

Future lease payments 2006 2007 2007

Due within one year ................ ¥13 ¥23 $196
Due after one year ................... 32 59 496
Total ............................................ ¥45 ¥82 $692

12. Impairment Loss on Fixed Assets:
For the year ended March 31, 2006 and 2007 the Companies
recognized impairment loss for the following group assets.
For the year ended March 31, 2006, the Companies recognized
impairment loss on the following group of assets.

Use Category Location Impairment loss
Millions of yen

Shop Buildings and San-ei Co., Ltd. ¥33
structures, etc. Adachi-ku,

Tokyo, Japan
Idle asset Land, etc. Mihono Pork ¥65

Co., Ltd.,etc.
Towada-shi, 
Aomori, Japan, etc.

Total ¥98
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In the Companies, fixed assets were grouped by segments of
management accounting. Assets used for rent and non-
operating assets were assessed individually in principle. An
impairment loss was recorded of the amount by which the
carrying amount of each group of assets exceeded its
recoverable value. For the year ended March 31, 2006, the
Companies recognized impairment losses of ¥98 million on
impaired fixed assets, which were accounted for as
extraordinary losses. They were primarily related to the
significant decrease in the market value of the Companies’
land as well as to the overall deterioration of their business
environment. In addition, recoverable value was assessed by
net selling price. Net selling prices, if material, were assessed
according to the property appraisal standards, if not, were
calculated by making reasonable adjustments of the assessed
value of fixed assets.

For the year ended March 31, 2007, the Companies recognized
impairment loss on the following group of assets.

Use Category Location Impairment loss
Millions Thousands of

of yen U.S. dollars

Shop Leased assets San-ei Co., Ltd. ¥21 $184
(Others) Adachi-ku,

Tokyo, Japan

In the Companies, fixed assets were grouped by segments of
management accounting. Assets used for rent and non-
operating assets were assessed individually in principle. For
the year ended March 31, 2007, the Companies recognized
impairment losses of ¥21 million ($184 thousands) on impaired
fixed assets, which were accounted for as extraordinary losses.
They were primarily related to the overall deterioration of their
business environment. 

13. Contingent Liabilities:
Contingent liabilities for loans guaranteed as at March 31, 2006
and 2007 amounted to ¥3,025 million and ¥3,079 million
($26,076 thousand), respectively.

14. Supplementary Information for Consolidated Statements of Changes in Net Assets:
(a) Type and number of outstanding shares

Year ended March 31,2007
Number of shares

Balance at
Beginning Increase  Decrease  Balance at 

Type of shares of year during the year during the year end of year
Issued stock:

Common stock 87,759,216 — — 87,759,216
Total 87,759,216 — — 87,759,216

Treasury stock:
Common stock 15,613,405 21,004 27,296 15,607,113

Total 15,613,405 21,004 27,296 15,607,113

Treasury stock increased by 21,004 shares due to the repurchase of shares less than one unit.
Treasury stock decreased by 27,296 shares due to the sale of shares less than one unit.

(b) Dividends

(1) Dividends paid to shareholders

Date of Resolution Type of
Amount Amount Amount Amount

Shareholders' Effective(millions (thousand of per share per share
approval approved by shares of Yen) (U.S.dollars) (Yen) (U.S.dollars) cut-off date date

Annual
June 29 General Common

¥505 $4,277 ¥7.00 $0.06 
March 31 June 30

2006 meeting of stock 2006 2006
shareholders

(2) Dividends with a shareholders’ cut-off date during the current fiscal year but an effective date subsequent to the current fiscal
year

Amount Amount Amount Amount
Shareholders' EffectiveDate of Resolution Type of

(millions (thousand of Paid from per share per shareapproval approved by shares
of Yen) U.S.dollars) (Yen) (U.S.dollars) cut-off date date

Annual
June 28 General Common Retained March 31 June 29

2007 meeting of stock ¥505 $4,277 earnings ¥7.00 $0.06 2007 2007
shareholders
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15. Stock Option Plans:
As of March 31, 2007, the Company has the following stock option plans approved by the shareholders in accordance with the
Law:

2003 plan

Date of approval by shareholders June 27, 2003
Grantees 78 employees of the Company
Type of stock Common stock
Number of shares granted 200,000
Date of issue August 5, 2003
Condition for settlement of rights Grantees must be in continued employment of 

the company from the date of grant 
(August 5,2003) through the date of the 

settlement of rights. (June 30, 2005)
Period for service From August 5,2003 to June 30, 2005
Period for execution of rights From July 1, 2005 to June 30, 2010

2004

Non-vested(number of shares)
Outstanding at the beginning of the year —
Granted during the year —
Forfeited during the year —
Vested during the year —
Outstanding at the end of the year —

Vested(number of shares)
Outstanding at the beginning of the year 145,000
Vested during the year —
Exercised during the year 23,000
Forfeited during the year —
Outstanding at the end of the year 122,000
Exercise price(yen) ¥190
Exercise price(U.S. dollars) $1.61
Weighted-average market price(yen) ¥317
Weighted-average market price(U.S. dollars) ¥2.68

16. Subsequent Events:
(a) On June 5, 2007, the company’s Board of Directors approved a resolution for the disposition of the Company’s own shares of
common stock, and disposed of them on June 21, 2007.

Details of disposition
(1)Type of shares: Common Stock
(2)Number of shares: 2,500,000 shares

Sumitomo Mitsui Banking Corporation 1,000,000 shares
The norinchukin Bank 1,000,000 shares
Mizuho Bank,Limited 500,000 shares

(3)Total amount of shares: ¥710,000,000
(4)Date of disposition: June 21,2007
(5)The purpose for capital use: Investment in equipment

(b) Appropriations of retained earnings are recorded in the accounting period in which shareholder approval is obtained.  The 2007
year-end appropriation of retained earnings for the Company, which was approved at the ordinary general meeting of
shareholders held in June 2007, is presented below:

Thousands of
Millions of yen U.S. dollars

Appropriation in respect of:
Cash dividends, ¥7.00 ($0.06) per share ¥505 $4,277

17. Segment Information:
The Companies are engaged predominantly in one industry, the meat business in Japan, which includes breeding, processing,
manufacturing and sale.  The amount of other business sales is immaterial.  Export sales and operations outside Japan are also
insignificant.

18. Related Party Transactions:
There are no material related party transactions during the years ended March 31, 2006 and 2007.
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Report of Independent Auditors

To the Board of Directors and Shareholders of
Starzen Company Limited

We have audited the accompanying consolidated balance sheet of Starzen Company Limited
and its subsidiaries as of March 31, 2006, and the related consolidated statements of income,
shareholders’ equity, and cash flows for the year then ended, all expressed in Japanese yen.
These consolidated financial statements are the responsibility of the Company's
management.  Our responsibility is to express an opinion on these consolidated financial
statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free of material misstatement.  An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the consolidated financial statements.  An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall consolidated financial statement presentation.  We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of Starzen Company Limited and its
subsidiaries as of March 31, 2006, and the consolidated results of their operations and their
cash flows for the year then ended in conformity with accounting principles generally
accepted in Japan.

The amounts expressed in U.S. dollars, which are provided solely for the convenience of the
reader, have been translated on the basis set forth in Note 4 to the accompanying
consolidated financial statements.  

Tokyo, Japan
June 29, 2006
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To the Board of Directors and Shareholders of
Starzen Company Limited

We have audited the accompanying consolidated balance sheet of Starzen Company Limited
and its subsidiaries as of March 31, 2007, and the related consolidated statements of income,
changes in net assets, and cash flows for the year then ended, all expressed in Japanese yen.
These consolidated financial statements are the responsibility of the Company's
management.  Our responsibility is to express an opinion on these consolidated financial
statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free of material misstatement.  An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the consolidated financial statements.  An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall consolidated financial statement presentation.  We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of Starzen Company Limited and its
subsidiaries as of March 31, 2007, and the consolidated results of their operations and their
cash flows for the year then ended in conformity with accounting principles generally
accepted in Japan.

As described in Note 16(a), on June 5, 2007, the Company’s Board of Directors approved a
resolution for the disposition of the Company’s own shares of common stock, and disposed
of them on June 21, 2007.

The amounts expressed in U.S. dollars, which are provided solely for the convenience of the
reader, have been translated on the basis set forth in Note 4 to the accompanying
consolidated financial statements.  

Misuzu Audit Corporation Grant Thornton Taiyo ASG
Tokyo, Japan Tokyo, Japan
June 28, 2007 June 28, 2007
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