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Financial Highlights
Years Ended March 31, 2009 and 2010
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Millions of yen
Thousands of 
U.S. dollars

2009 2010 2010

Net sales  ¥244,504 ¥238,726 $2,565,568 

Income before income taxes and minority interest  2,275 3,286 35,317

Net income  575 1,443 15,504

Total assets  81,552 86,431 928,861

Property, plant and equipment  22,139 23,616 253,793

Net assets  23,091 24,449 262,753

Japanese Yen U.S. dollars

Amounts per share of Common Stock:

Net Income-basic  ¥7.70 ¥19.33 $0.21

-diluted  7.70 19.33 0.21

Net Assets  304.25 322.46 3.47

Cash Dividends  7.00 7.00 0.08

Note.  U.S. dollar amounts are translated for convenience only at the rate of ¥93.05 to U.S. $1.
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To Our Shareholders

REVIEW OF OPERATIONS

Summary of operating performance

The Japanese economy, which has been involved in the global 
recession since autumn 2008, finally started to show signs of 
recovery in terms of exports in the second half of the consolidated 
fiscal year ended March 31, 2010, as a result of the large-scale 
economic stimulus packages implemented by many governments. 
The recovery did not improve the unstable employment situation 
nor did not bring any resurgence in facility investment, and very 
difficult situations continued.

The meat industry has suffered continuous decline in disposable 
income, whilst at the same time has experienced the rising 
defensive spending attitude among consumers, which led to the 
continuous poor sales of expensive products with the increasing 
demand for low-cost products. As a result of falling unit price, we 
have entered a deflationary spiral and have still been in a difficult 
business environment since last year. 

To aim for a better flow and higher efficiency of business 
management under these circumstances, the Company pressed 
ahead with splitting off certain functions of the business, and 
completed the transition to a business holding company as of 
October 1, 2008. The splitting up of the business has made it 
possible for us to respond to the characteristics of each region 
immediately, and we could achieve an expansion in our sales 
volumes as a result.

On the other hand, Starzen Group continues to focus on the secure 
administration of SQF2000 (Safe Quality Food 2000), a certification 
the Group has been trying to acquire since 2002, with plans that all 
facilities shall obtain in the days ahead. As always, the Group 
strives to provide safe and secure food and enhance services. In 
order to secure more satisfaction of customers, facilities at 48 
locations, around 80% of total Starzen’s facilities, have obtained 
the SQF2000 standard certification as of the end of this 
consolidated fiscal year. 

As a result, consolidated sales amount in this fiscal year was 
238,726 million yen (down by 2.4% compared to last year), 
operating profit was 3,846 million yen (up by 55.9% compared to 
last year) and ordinary profit was 4,018 million yen (up by 51.9% 
compared to last year). Net income after income tax was 1,443 
million yen (up by 151.2% compared to last year).

Starzen Group centered on a single segment of meat business and 
operates from breeding, feeding, slaughtering, producing and to 
selling as integrated business network within the Group. 
Accordingly, in order to clearly communicate the operating results 
of each segment, we hereby explain our operations segment by 
segment.

(1) Summary of business segments of Starzen Group

Meat

In the field of domestic beef, due to the weakened economy, 
consumers were still reluctant to purchase more expensive 
Japanese Wagyu, but our sales grew thanks to our efforts to sell 
other beef during the period. The increase in supply of domestic 
pork has led to a lowering in price, but as a result of our expansion 
of our sales channels, we were able to handle larger quantities of 
pork this year. Domestic chicken sold well, as a result of 
consumers’ health concerns, as well as the fact that it is considered 
as an economical alternative. We concentrated our efforts on 
imported beef products that appear economical. Despite the fact 
that imported pork was subject to severe conditions as a result of 
new-type flu, we imported appropriate quantities required to meet 
our sales commitments together with imported chicken, and we 
significantly expanded the quantity of imported meat.

Although the quantity of products we handled increased as a 
result of these measures, sales of all meat segment totaled 192,571 
million yen (down by 4.0% compared to last year) due to decrease 
of unit price. 

Processed Meat 

Our sales of gyoza dumplings and fried chicken showed strong 
growth, while hamburgers also showed increased sales, supported 
by increase of domestic consumption. As a result, sales reached 
27,797 million yen (up by 5% compared to last year). 

Ham and Sausage 

Samely as the processed meat products, domestic consumption has 
grown steadily in this sector. Wiener sausage, bacon and rolled 
ham (Japanese-style ham) under the Lohmeyer brand and new 
products introduced as “Genki na Shokutaku” (“healthy dining 
table”) resulted in an expansion while the existing catering sector 
as well continued positive growth. As a result, sales reached 9,568 
million yen (up by 8% compared to last year).

Other Businesses

Sales from all other businesses totaled 8,787 million yen (up by 
1.2% compared to last year), showing good maintenance of the 
market, although there was no specific aspect that requires 
comment.

Ritsu Akiyama 
President
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(2) Summary of business situation by function after split-off

The Company completed its transition to a business holdings 
company on October 1, 2008. Following is a summary of business 
situations by function after the split-offs:

Domestic meat sales (wholesale) business

After split-off, each of regional sales company has been 
maintaining its efforts to provide products suitable for the regional 
markets, and services that are closely linked to its local community, 
making use of the characteristics of each company. Their efforts to 
provide a more speedy response to customer needs have led to an 
increase of overall weight handled  while the volume of some 
products has reduced, mainly due to the decline in the price of 
domestic pork. In the future, the Company will make a further 
effort through promotional activities and the introduction of new 
products suitable for the regional markets. 

Domestic meat supply (procurement) business

The Company pressed ahead with the expansion of its base for the 
collection of meat and improvement of its plants, in order to 
provide a stable supply of safe, secure, and correct products to 
consumers. As a result, the volume of domestic meat products 
handled by the Company showed a steady increase.

Imported meat supply (procurement) business

As a result of the global economic downturn, the overseas meat 
market went into stagnation in the first half of the year, and 
domestic prices went into slackening due to deflation and the high 
price of yen. Adjustments for production quantities and the 
beginning of recovery in overseas economies in the second half of 
the year, however, have led the overseas meat markets to a better 
position. Domestic demand for imported meat is becoming stable, 
and it is expected that we will be able to achieve stable profits in 
the future. 

Summary of Facility Investment

To respond to the diversifying needs and tougher sales competition, 
the Company made facility investments of 3,490 million yen during 
this fiscal year, mainly in the meat sales section.

In the meat sales section, 1,780 million yen was used mainly to 
establish new facility at Shonan sales branch of Starzen 
Higashinihon Sales Co., Ltd. in order to strengthen the meat sales 
system.

In the meat processing section, a facility investment of 693 million 
yen was made mainly for the purchase of new production machines 
in the plant of the Company.

In the plant section for ham and sausage, a facility investment of 514 
million yen was made mainly for the production lines of processed 
meat in the Tochigi Plant of Lohmeyer Corporation.

In the breeding and feeding section, a facility investment of 61 
million yen was made.

In other business section, a facility investment of 440 million yen 
was made mainly for IT-related investment in ZCOS Co., Ltd.

Issues for the future

The meat industry is currently in a deflationary environment, with 
increased defensive spending attitude among consumers and 
continued poor sales of expensive products with the increasing 
demand for low-priced products. Under these circumstances, the 
Company will work towards further efficiency and swiftness in its 
business operations, providing swift responses in line with the 
characteristics of each region, and aggressively tackle the following 
issues to stably provide safe and secure meat, meat products, and 
other food products which should meet the needs of customers 

and consumers. The Company will endeavor to achieve its mission 
statement, “The Starzen Group brings happiness to people by 
providing safe and quality foods.”

1. Expansion of domestic and overseas bases for the collection of 
meat in order to ensure a stable supply

Japan’s self-sufficiency rate of food has been around 40% for the 
past few years, which is extremely low as a developed country. 
The ratio for meat, which is the Company’s main product, is 
similar to this figure, and the increase of global population might 
lead to predictions of further increases in demand for food, which 
brings us the serious issues of how to ensure a stable supply base. 
Under these circumstances, the Company has striven to expand 
the stable supply base both in Japan and overseas. In the future, 
we will continue to acquire our own production farms in Japan for 
the production of beef, pork and chicken, whilst at the same time 
construct and maintain good relationships with overseas suppliers 
in order to respond to the diversifying needs for food in Japan.

2. Measures to ensure safe and secure food

A significant number of recent incidents related to food have 
caused enormous fear in security of food among consumers and 
their needs for safe and secure foods are increasing. In the 
production process, the Company has established traceability 
system that enables it to track from birth of animals to shipment of 
meat products. In the manufacturing and distributing process of 
meat and other foods, based on the SQF2000, international 
certification for quality control, we are working to establish a 
failsafe quality control system. Furthermore, we have visits of 
external inspection agencies to our facilities on a regular basis and 
implement tests for the levels of bacteria in our products in order 
to achieve even higher level of safety. At the same time, we 
repeatedly carry out compliance training and work to ensure that 
all our employees have good knowledge of our products so that 
they can handle them correctly at all times.

3. Response to environmental issues

The Company is fully engaged in “Challenge 25”, a nationwide 
citizens’ movement that started in 2009 to prevent global warming 
and aims to be an environmentally friendly company. We have, for 
example, introduced an eco-feed system in our production 
locations, which uses remains of food, and we are utilizing solar 
energy to heat water in some of our production plants. Our trucks 
are being replaced with new, more environmentally superior 
models, and energy-saving refrigeration and freezer units are 
being introduced. We continue to train our drivers in eco-driving 
methods that are kinder to the environment, and strive to increase 
their awareness of these issues.

4. Basic policies on the control of the Company

The followings are a summary of “Basic policies on persons who 
controls financial and business policies of the Company,” as 
defined in paragraph 3 of Article 118 of Ordinance for Enforcement 
of the Company Law.

(1) Basic policies on persons who controls the Company’s financial 
and business policies

The Company understands that the final decisions as to whether to 
proceed with a large-scale purchase of the Company shares should 
be left up to the shareholders’ judgment. It shall therefore be 
necessary to provide shareholders with sufficient information and 
time to study the large-scale purchases in order to allow the 
shareholders to make proper judgments on the situation.
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In addition to these, our highest priority as a Group is social 
responsibility, to supply more safe and secure meat and food 
products through the construction of an effective supply chain. In 
particular, we are pressing ahead with the introduction of the 
SQF2000, International Certification for quality control, in order to 
ensure that all the products we handle are managed within a 
failsafe structure, and as of the end of March 2010, we had 
received certifications for 48 of our business locations and plants – 
the highest level in the industry. We are regularly inspected by 
external specialist agencies in order to check our efforts to 
maintain safety and security. We aim to maximize our corporate 
value through all of these activities, being mindful of our 
corporate social responsibility, compliance, and a constant 
awareness of environmental issues. 

Based on the initiatives mentioned above, Starzen Group seeks to 
further enhance the corporate value and common interests of the 
shareholders and seeks to implement dividend policies with an 
emphasis on shareholder interests by giving due consideration to 
the enhancement of the financial position of the Group 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 
Starzen’s basic policy on corporate control

With the intention of preventing unsuitable parties from taking 
control of Starzen’s financial and business policy decisions in light 
of Starzen’s basic policy on corporate control, and at the same 
time in order to ensure and enhance the corporate value and 
common interests of the shareholders, extension of the application 
of the existing “Countermeasures against large-scale purchases of 
the Company’s shares” (hereinafter referred to as “the Plan”) was 
approved at the Board of Directors held on May 10, 2010. The Plan 
was approved at the 71st ordinary general meeting of 
shareholders held on June 29, 2010 (hereinafter referred to as “the 
shareholders’ meeting”). 

Purchases of the Company’s shares subject to the Plan are 
purchases of the Company’s shares that aim to or result in the 
holding of 20% or more of the voting rights by a Related 
Shareholder Group. 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.”

Under the terms of the plan, specific rules related to the supply of 
information and the consideration period applicable to Large-
Scale purchases (hereinafter referred to as the “Large-Scale 
Purchase rules”) are as follows. (1) The Large-Scale Purchaser 
must provide the Board of Directors with sufficient and necessary 
information in advance of their purchase, (2) Once this necessary 
information were submitted, the Board of Directors should 
determine an evaluation period during which the Board of 
Directors can evaluate or review. 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 
shall commence only after the passage of the Board of Directors’ 
Evaluation Period.

If the Large-scale Purchaser complies with the Large-scale 
Purchase rules, The Board of Directors will not implement 
defensive measures against the Large-scale Purchase in principle. 
If the Large-scale Purchaser does not comply with the Large-scale 
Purchase rules, or if the Large-scale Purchaser complies with the 
Large-scale Purchase rules but the Board of Directors judges that 

Further, the Company does not necessarily hold a negative view 
on an attempt for large-scale purchases of the Company’s shares, 
in general. Among recent large-scale purchases, however, there are 
cases where:

1)  A purchaser planning to make a large-scale purchase of a 
company’s shares clearly has no intention to manage the 
company seriously nor 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 study 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, nor has 
not provided opportunities for negotiation or sufficient time 
for consideration whose proposals do not have any intention 
to secure or enhance corporate value or common interests of 
the shareholders.

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

(2) Initiatives to realize basic policies on corporate control

The Company is implementing the following measures in order to 
ensure the Company’s corporate value and the common interests 
of the shareholders. 

Measures to contribute to the formation of a business group

The Company made a Three-Year Plan, which started in 2009. In 
this plan, we have clarified objectives for the functions of each 
company after the split-off, and we are now working to achieve 
these. Furthermore, in order to increase the value of the company, 
we have been working to create optimized Group business 
structure through the split-off of companies, strengthening our 
operational capacity, and ensuring autonomous growth within 
each of the companies who are engaged in our core business of 
procuring meat, selling meat, and producing processed foods. At 
the same time, we aim for a stable growth of the Group by 
synergy between each company and introduction of new 
functions to each company. In order for the whole Group to 
achieve an increase in corporate value, we are currently engaged 
in the following measures.

–  Meat procurement business: In order to further expand our 
domestic production and bases for the collection of meat and to 
secure more stable supply of meat, we are strengthening our 
domestic “breeding and feeding” business, together with 
stabilizing our supplies from overseas by expanding our bases 
for the collection of meat.

–  Meat wholesale business: We are creating a supply system that 
can deliver our meat and other food products nationwide 
through our own distribution function. In addition to this, we 
are working on the construction of a new distribution center to 
expand our market share, the improvement of systems and the 
centralization of the location to aim for rationalization of 
distribution.

–  Food production business: We are working to strengthen our 
development of new products, to reduce manufacturing costs, 
and to deliver products to our customers more quickly in line 
with their needs. 
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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, the Board 
of Directors may take necessary and appropriate countermeasures 
authorized by the Company Law, other relevant laws or 
regulations, or the Company’s Articles of Incorporation, such as 
the free allocation of stock acquisition rights. When such 
countermeasures were implemented, in order to guarantee their 
rationality and fairness, the Board of Directors shall, in advance of 
their implementation, consult an Independent Committee 
comprised of outside auditors who remain independent from the 
Company executives who perform the business of the Company 
or external knowledgeable persons, and this Independent 
Committee shall provide recommendations to the Board of 
Directors within the evaluation period regarding the 
implementation of countermeasures. The Board of Directors shall 
place the highest value on the recommendations made by the 
Independent Committee. 

This Plan will remain in effect and force until the closing of the 
Company’s 74th ordinary general meeting of shareholders to be 
held in June 2013. However, the Plan can be abolished 
immediately upon the approval of 1) any resolution to cancel the 
Plan at the general meeting of shareholders or 2) any resolution 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 position of the Company’s 
executives.

The Plan 1) fully satisfies the requirements of the Guidelines for 
Takeover Defense Measures, 2) is introduced with the purpose of 
securing and enhancing the common interests of the shareholders, 
3) reflects the shareholders’ intention, 4) emphasizes on the 
decision of independent outsiders, and 5) is not designed to be a 
dead-hand or slow-hand takeover defense measure. By these 
reasons, it is considered to be in line with Basic Policies and 
doesn’t have any intention to harm the Company’s corporate 
value and, consequently, the interests of shareholders, and also 
not designed to entrench the position of the Company’s 
executives.

Business Risks

Risks that may influence the business results, stock prices, and 
financial conditions of Starzen Group are the following. The 
outlooks for the future mentioned here are the judgments of the 
Group made as of the end of the consolidated fiscal year.

(1) Fluctuations of the meat market

The demand and supply of meat, the main product handled by 
the Group is vulnerable to collapse as a result of various factors 
such as changes in global demand, delays in the growth of 
livestock by abnormal weather or natural disasters, decrease in 
livestock due to the outbreaks of livestock disease or stagnant 
consumption. Such a collapse of the domestic supply and demand 
could lead to large fluctuations of the meat market, which in turn 
could give a strong impact on the performance of the Group.

(2) Official regulations

In the development of business, the Group is subject to import 
regulations (including custom duties), official regulations related 
to BSE (Bovine Spongiform Encephalopathy), foot-and-mouth 
disease, new-type flu, and other livestock diseases, and various 
other regulations. Should any of these official regulations be 
enforced, the business activities of the Group could be restricted.

As the Group is also subject to legal regulations related to quality 
indication, the Group strictly checks quality control and quality 
indications frequently. Should the Group fail to comply with 
regulations related to quality indication, the activities of the 
Group could be restricted.

(3) Defects of Products

The Group manufactures various products with utmost care in 
accordance with criteria on food sanitation, safety, and secure. 
However, there is no guarantee that all products will be free of 
defects and any risks of recalls of the products in the future.

Defects of products that bring about large-scale recalls of products 
or product liability compensations would entail large costs and 
give a strong impact on the valuation of the Group. This, in turn, 
could decrease the sales and adversely influence the business 
result of the Group.

Ritsu Akiyama 
President
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Millions of Yen

Thousands of 
U.S. dollars

(Note 4)

2009 2010 2010

LIABILITIES AND NET ASSETS

Current liabilities:

Notes and accounts  

payable-trade (Note 5)  ¥11,903 ¥13,364 $143,624 

Short-term borrowings  

(Notes 5,8,9 and 18)  17,923 18,400 197,738

Current portion of long-term debt 

(Notes 5,8 and 9)  7,400 5,083 54,623

Accrued income taxes  1,417 411 4,418

Accrued bonuses  1,006 1,327 14,256

Lease obligations  200 398 4,277

Other current liabilities  4,128 4,001 43,003

Total current liabilities  43,977 42,984 461,939

Long-term liabilities:

Long-term debt (Notes 5,8 and 9)  10,972 14,986 161,052

Accrued pension and severance 

costs (Note 11)  1,702 1,764 18,952

Lease obligations  820 1,275 13,705

Other long-term liabilities  990 973 10,460

Total long-term liabilities  14,484 18,998 204,169

Contingent liabilities (Note 17)

Net Assets

Shareholders’ equity:

Common stock

Authorized :200,000,000 shares

Issued:          87,759,216 shares  9,900 9,900 106,392

Capital surplus  10,619 10,620 114,125

Retained earnings (Note 21)  5,158 6,303 67,741

Treasury stock  (2,248) (2,246) (24,135)

Total shareholders’ equity  23,429 24,577 264,123

Revaluation and translation 

adjustments

Unrealized gain (loss) on securities  (288) (199) (2,139)

Loss on deferred hedges  (245) (130) (1,392)

Foreign currency translation 

adjustments  (190) (177) (1,904)

Total revaluation and 

translation adjustments  (723) (506) (5,435)

Minority interest in consolidated 

subsidiaries  385 378 4,065

Total net assets 23,091 24,449 262,753

Total liabilities and net assets ¥81,552 ¥86,431 $928,861 

Consolidated Balance Sheets
As of March 31, 2009 and 2010

Millions of Yen

Thousands of 
U.S. dollars

(Note 4)

2009 2010 2010

ASSETS

Current assets:

Cash and bank deposits  

(Notes 5,6 and 9)  ¥  8,047 ¥13,657 $146,770 

Notes and accounts  

receivable-trade (Note 5)  26,972 25,236 271,213

Inventories (Note 13)  10,601 8,983 96,538

Deferred tax assets (Note 10)  726 752 8,081

Other current assets  3,394 3,916 42,080

Allowance for doubtful accounts  (54) (63) (679)

Total current assets  49,686 52,481 564,003

Fixed assets:

Property, plant and equipment 

(Notes 9 and 16) 

Buildings and structures  21,270 21,751 233,757

Machinery and vehicles  8,651 9,227 99,157

Land  8,613 9,178 98,632

Construction- in-progress  10 110 1,179

Lease assets  999 1,916 20,595

Other  1,172 1,185 12,731

Accumulated depreciation  (18,576) (19,751) (212,258)

22,139 23,616 253,793

Intangible assets

Goodwill  476 4 47

Lease assets  48 36 390

Other  174 192 2,059

698 232 2,496

Investments and other assets

Investment securities 

 (Notes 5,7 and 9)  3,566 4,910 52,771

Rental properties (Note 12)  1,699 1,636 17,580

Long-term loans receivable  512 491 5,274

Deferred tax assets (Note 10)  1,297 1,199 12,893

Other  2,336 2,230 23,963

Allowance for doubtful 

accounts  (418) (414) (4,450)

8,992 10,052 108,031

Deferred Charges  37 50 538

Total assets  ¥81,552 ¥86,431 $928,861 

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Income
For the Years ended March 31, 2009 and 2010

Millions of Yen
Thousands of 

U.S. dollars (Note 4)

2009 2010 2010
Net sales  ¥244,504 ¥238,726 $2,565,568 
Cost of sales (Note 13)  222,220 214,425 2,304,408

Gross profit  22,284 24,301 261,160
Selling, general and administrative expenses (Note 14)  19,817 20,455 219,826

Operating profit  2,467 3,846 41,334

Non-operating income:
Interest and dividend income  123 98 1,054
Revenue from rented properties (Note 12)  605 614 6,603
Other  727 557 5,981

Total non-operating income  1,455 1,269 13,638

Non-operating expenses:
Interest expense  739 603 6,478
Cost of rented properties (Note 12)  231 236 2,534
Other  306 258 2,774

Total non-operating expenses  1,276 1,097 11,786
Ordinary profit  2,646 4,018 43,186

Extraordinary gains:
Gain on sale of property, plant and equipment  3 3 29
Gain on sale of investment securities (Note 7)  — 1 12

Total extraordinary gains  3 4 41

Extraordinary losses:
Loss on sale of property, plant and equipment  10 4 41
Loss on disposal of property, plant and equipment  183 125 1,346
Impairment loss on fixed assets (Notes 12 and 16)  79 592 6,358
Devaluation loss on investment securities (Note 7)  94 15 165
Other  8 — —

Total extraordinary losses  374 736 7,910
Income before income taxes and minority interest  2,275 3,286 35,317

Income taxes (Note 10)
Current  1,905 1,727 18,563
Deferred  (211) 89 953

1,694 1,816 19,516
Minority interest in income of consolidated subsidiaries 6 27 297

Net income  ¥       575 ¥    1,443 $     15,504 

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Changes in Net Assets
For the Years ended March 31, 2009 and 2010

Millions of Yen
Shareholders’ equity Revaluation and translation adjustments

Number of 
shares issued

Common 
stock

Capital 
surplus

Retained 
earnings

Treasury
stock

Total 
shareholders’  

equity

Unrealized 
gain (loss)  

on 
securities

Loss on 
deferred 
hedges

Foreign 
currency 

translation 
adjustments

Total 
revaluation 

and 
translation 

adjustments

Minority 
interest in 

consolidated 
subsidiaries

Total net 
assets

Balance at March 31, 2008  87,759,216 ¥9,900 ¥10,618 ¥5,106 (¥2,243) ¥23,381 ¥  11 (¥ 145) (¥ 100) (¥ 234) ¥370 ¥23,517
Cash dividends  (523) (523) (523)
Net income  575 575 575
Acquisition of treasury stock  (7) (7) (7)
Disposition of treasury stock  1 2 3 3
Items other than changes in 

shareholders’ equity  (299) (100) (90) (489) 15 (474)

Balance at March 31, 2009  87,759,216 ¥9,900 ¥10,619 ¥5,158 (¥2,248) ¥23,429  (¥288) (¥245) (¥190) (¥723) ¥385 ¥23,091
Cash dividends  (522) (522) (522)
Net income  1,443 1,443 1,443
Acquisition of treasury stock  (2) (2) (2)
Disposition of treasury stock  1 4 5 5
Increase resulting from newly 

consolidated subsidiaries  6 6 6

Increase resulting from changes in fiscal 
term of consolidated subsidiaries  218 218 218

Items other than changes in 
shareholders’ equity  89 115 13 217 (7) 210

Balance at March 31, 2010  87,759,216 ¥9,900 ¥10,620 ¥6,303 (¥2,246) ¥24,577 (¥199) (¥130) (¥177) (¥506) ¥378 ¥24,449

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

Common 
stock

Capital 
surplus

Retained 
earnings

Treasury
stock

Total 
shareholders’  

equity

Unrealized 
gain (loss) 

on 
securities

Loss on 
deferred 
hedges

Foreign 
currency 

translation 
adjustments

Total 
revaluation 

and 
translation 

adjustments

Minority 
interest in 

consolidated 
subsidiaries

Total net 
assets

Balance at March 31, 2009  $106,392 $114,119 $55,438 ($24,161) $251,788 ($3,098) ($2,630) ($2,042) ($7,770) $4,134 $248,152
Cash dividends  (5,614) (5,614) (5,614)
Net income  15,504 15,504 15,504
Acquisition of treasury stock  (25) (25) (25)
Disposition of treasury stock  6 51 57 57
Increase resulting from newly 

consolidated subsidiaries  66 66 66

Increase resulting from changes in fiscal 
term of consolidated subsidiaries  2,347 2,347 2,347

Items other than changes in 
shareholders’ equity  959 1,238 138 2,335 (69) 2,266

Balance at March 31, 2010  $106,392 $114,125 $67,741 ($24,135) $264,123 ($2,139) ($1,392) ($1,904) ($5,435) $4,065 $262,753

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Cash Flows
For the Years ended March 31, 2009 and 2010

Millions of Yen
Thousands of 

U.S. dollars (Note 4)

2009 2010 2010
Cash flows from operating activities:

Income before income taxes and minority interest  ¥ 2,275 ¥  3,286 $  35,317 
Adjustments:

Depreciation and amortization  1,905 2,138 22,976
Impairment loss on fixed assets  79 592 6,358
Increase (decrease) in accrued bonuses  33 120 1,283
Increase in accrued pension and severance costs  7 65 701
Increase (decrease) in accrued retirement benefits for directors and corporate auditors  (401) — —
Increase (decrease) in allowance for doubtful accounts  22 5 56
Interest and dividend income  (123) (98) (1,055)
Equity in earnings of affiliated companies  (49) (44) (477)
Devaluation loss on investment securities  94 14 153
Interest expense  739 603 6,478
Loss on sale or disposal of  property, plant and equipment  193 129 1,388
Gain on sale of property, plant and equipment  (3) (3) (29)

(Increase) decrease in notes and accounts receivable-trade  (2,246) (3,110) (33,427)
(Increase) decrease in inventories  2 2,395 25,742
(Increase) decrease in advance payments  (201) (118) (1,265)
Increase (decrease) in notes and accounts payable-trade  (120) 2,502 26,892
Other  42 417 4,481

Subtotal  2,248 8,893 95,572
Interest and dividends received  135 108 1,166
Interest paid  (745) (605) (6,506)
Income taxes paid  (1,437) (2,624) (28,194)

Net cash provided by operating activities  201 5,772 62,038
Cash flows from investing activities:

Payments for time deposits  (276) (252) (2,707)
Proceeds from maturity of time deposits  285 295 3,169
Payments for purchase of investment securities  (52) (1,185) (12,730)
Proceeds from sale of investment securities  2 6 67
Payments for purchase of property, plant and equipment  (2,022) (2,943) (31,630)
Proceeds from sale of property, plant and equipment  27 25 272
(Increase) decrease in short-term loans receivable  (33) (567) (6,098)
Payment for long-term loans receivable  (433) (407) (4,374)
Proceeds from long-term loans receivable  334 451 4,851
Purchase of subsidiaries’ shares  (45) (2) (26)
Other  (111) (1) (15)

Net cash used in investing activities  (2,324) (4,580) (49,221)

Cash flows from financing activities:
Increase (decrease) in short-term borrowings  (456) 706 7,588
Proceeds from long-term debt  2,450 5,696 61,214
Repayments of long-term debt  (4,264) (4,303) (46,244)
Repayment of lease obligations  (89) (309) (3,316)
Proceeds from issuance of bonds  3,944 3,453 37,107
Payments for redemption of bonds  (3,576) (3,188) (34,261)
Payments for purchases of treasury stock  (6) (2) (25)
Proceeds from sales of treasury stock  2 5 57
Cash dividends paid  (522) (522) (5,614)
Proceeds from minority shareholders  21 — —
Other  (10) (31) (336)

Net cash provided by (used in) financing activities  (2,506) 1,505 16,170

Effect of exchange rate changes on cash equivalents  (52) 4 47

Net increase (decrease) in cash and cash equivalents  (4,681) 2,701 29,034
Cash and cash equivalents at beginning of year  12,280 7,788 83,699
Cash and cash equivalents of newly consolidated subsidiaries, at 
the beginning of year  189 17 181
Increase in cash and cash equivalents resulting from changes in 
fiscal term of consolidated subsidiaries  — 2,932 31,508

Cash and cash equivalents at end of year (Note 6)  ¥ 7,788 ¥13,438 $144,422 

The accompanying notes are an integral part of these statements.
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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 consolidated 
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 Financial Instruments 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.

 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 29 subsidiaries 
(28 subsidiaries at March 31, 2009), which with minor 
exceptions due to materiality are all majority and wholly 
owned companies, including 8 core operating companies 
(Starzen Meat Group Co., Ltd., Zenchiku Sales Co., Ltd., 
Lohmeyer Corporation, Starzen International Co., Ltd., and 
Starzen Kitanihon Sales Co., Ltd, Starzen Higashinihon Sales 
Co., Ltd., Starzen Nishinihon Sales Co, Ltd., Starzen 
Minaminihon Sales Co., Ltd which were established during the 
year ended March 31,2009). Food Design Co., Ltd., was newly 
consolidated by purchase, and Shiratsuyu Sangyo Co., Ltd 
liquidated, so was excluded from the scope of consolidation 
during the year ended March 31, 2009. Star Dining System Co., 
Ltd. was newly consolidated, because it became more 
significant during the year ended March 31, 2010.
 
All significant inter-company 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 inter-company transactions and accounts arising from the 
use of the different fiscal year-ends are appropriately adjusted 
on consolidation. Starzen Meat Group Co., Ltd. and Zenchiku 
Sales Co., Ltd. have changed their closing date to March 31. 
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, 2010, there were 4 such 
20% to 50% owned companies (4 at March 31, 2009) 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 a 
maximum of 20 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. As described in Note 3, effective the 
year ended March 31, 2009, the Companies adopted a new 
accounting standard for measurement of inventories and 
stated the inventories at the lower of cost or net realizable 
value at March 31, 2009 and 2010.

(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, 2009 and 2010, 
the Company did not have ‘Trading securities’ or ‘Held-to-
maturity debt securities’.

The equity securities of affiliates are accounted for by the 
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”, 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, except 
leases —

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 
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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:

Item Estimated useful life

Buildings  Mainly 38 years
Machinery  Mainly 10 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 bonds repayment period.

(h) Accrued bonuses —

Accrued bonuses to employees are provided for the estimated 
amounts which the Company and its domestic subsidiaries are 
obliged 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, 2009 and 
2010 represent the estimated present value of projected benefit 
obligations in excess of the fair value of plan assets. The 
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 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 foreign exchange contracts with 
banks as hedges against receivables and payables denominated 
in foreign currencies. As these foreign exchange 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 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 to be off-set against foreign exchange 
gains or losses on the underlying hedged assets and liability.

(k) Lease —

Non cancelable leases contracted until March 31, 2008 without 
options to transfer ownership of the leased assets to the lessee 
were accounted for as operating leases. As described in Note 3, 
the Companies adopted new accounting standards and 
accounted for such kind of leases as finance leases from April 
1, 2008. 

(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 
income 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 at the beginning of the year are 
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 “Net assets”.

(m)  Income taxes —

Income taxes payable, which include 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. 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 is obtained.

The Company’s retained earnings consist of unappropriated 
retained earnings and a legal reserve as required by the 
Corporation Law of Japan. The Corporation Law of Japan 
provides that an amount equal to 10% of distributions from 
unappropriated retained earnings paid by the Company and 
its subsidiaries in Japan be appropriated to the legal reserve. 
Such appropriations are no longer required when the total 
amount of capital surplus and the legal reserve equals 25% of 
their respective stated capital.
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(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 are based upon the number of shares of common stock 
outstanding at end of year. The cash dividends per share 
figures are calculated based on the dividends declared for the 
respective periods.

3. Accounting Changes:
Accounting standard for measurement of inventories

Effective from the year ended March 2009, the Companies 
adopted “Accounting Standard for Measurement of 
Inventories” (Accounting Standards Board of Japan (“ASBJ”), 
Statement No.9 issued on July 5, 2006). As a result, gross profit, 
operating profit, ordinary profit, and income before income 
taxes and minority interest, decreased by ¥555 million, 
respectively, compared with previous methods.

Accounting standard for lease transactions

Effective from the year ended March 31, 2009, the Companies 
adopted “Accounting Standard for Lease Transactions” (ASBJ, 
Statement No.13 issued on March 30, 2007), and “Guidance on 
Accounting Standard for Lease Transactions” (ASBJ Guidance, 
No.16 issued on March 30, 2007). Finance leases are capitalized, 
except for the finance leases contracted on or before March 31, 
2008, which are accounted for operating leases transactions. 
The effect of this change on the consolidated statement of 
income is immaterial.

Accounting policies applied to foreign subsidiaries for consolidated 
financial statements

Effective from the year ended March 31, 2009, the Company 
adopted “Practical Solution on Unification of Accounting 
Policies Applied to Foreign Subsidiaries for Consolidated 
Financial Statements” (ASBJ, Practical Issues Task Force No. 18 
issued on May 17, 2006). The effect of this change on the 
consolidated statements of income is immaterial.

Accounting standard for accrued pension and severance costs

Effective from the year ended March 31, 2010, the Companies 
adopted “Partial Amendments to Accounting Standard for 
Retirement Benefits (Part 3)” (ASBJ Statement No. 19 issued on 
July 31, 2008). The effect of this change on the consolidated 
statements of income is immaterial.

Accounting standard for financial instruments

Effective from the year ended March 31, 2010, the Companies 
adopted “Accounting Standard for Financial Instruments” 
(ASBJ Statement No. 10 (revised 2008) issued on March 10, 
2008), and “Guidance on Accounting Standard for Disclosures 
about Fair Value of Financial Instruments” (ASBJ Guidance No. 
19 issued on March 10, 2008). 

Accounting standard for investment and rental property

Effective from the year ended March, 2010, the Companies 
adopted “Accounting Standard for Disclosures about Fair 
Value of Investment and Rental Property” (ASBJ Statement No. 
20 issued on November 28, 2008) and “Guidance on 
Accounting Standard for Disclosures about Fair Value of 
Investment and Rental Property” (ASBJ Guidance No. 23 
issued on November 28, 2008). 

4. U.S. Dollar Amounts:
U. S. dollar amounts are included in the accompanying 
consolidated financial statements solely for convenience of 
readers outside Japan. The rate of ¥93.05=U. S. $1, the 

approximate current rate prevailing at the end of March 2010, 
has been used for the purpose of translating yen amounts into 
U. S. dollars. These translations should not be construed as 
representation that the yen amounts actually represent, or have 
been or could be converted into U. S. dollars at this or any 
other rate.  

5. Financial Instruments:
Overview 

(1) Policy for financial instruments

The Companies operates funds in highly secure financial 
assets, and raises funds through bank loans and bonds. 
Derivatives are utilized solely to reduce risks mentioned 
below, and the Companies do not use them for speculation.

(2)  Types of financial instruments, related risks and risk 
management

Notes and accounts receivable-trade are exposed to credit risk 
in relation to customers. In accordance with the provision for 
managing credit risk arising from receivables, the Company 
monitors credit worthiness of main customers periodically, 
and monitors due dates and outstanding balance by individual 
customers. In addition, the Company makes efforts to identify 
and mitigate risk of bad debts from customers who have 
financial difficulties. The main consolidated subsidiaries 
similarly manage them in accordance with the provision for 
managing credit risk arising from receivables.

Investment securities are exposed to market risk, but they are 
mostly the shares of common stock of other companies with 
which the Companies have business relationships and the fair 
market values are reported to the Board of Directors on a 
regular basis.

All notes payable and accounts payable-trade are due within 
one year.

Loans and bonds are intended to raise necessary funds for 
operation and facility investment, and the maturity dates are 
up to 15 years from the balance sheet date. Several of these are 
related to import transactions and are exposed to foreign 
currency exchange risk, the Companies hedge them using 
forward exchange contracts as a rule. Also, loans with variable 
interest rates are exposed to interest rate fluctuation risk. 
However, to reduce such risk, the Companies utilize interest 
rate swap transactions as a hedging instrument.

Regarding derivatives, the Companies enter into forward  
exchange contracts to reduce the foreign currency exchange 
risk arising from import transactions and short-term 
borrowings. The Companies also enter into interest rate swap 
transactions to reduce fluctuation from interest payments for 
long-term debt. Information regarding the method of hedge 
accounting, hedging instruments and hedged items, hedging 
policy, and the assessment of the effectiveness of hedging 
activities is found in “(j) Hedge accounting” described in Note 
2, “Summary of Significant Accounting Policies”. In 
conducting and managing derivative transactions, the 
department in charge of finance and accounting follows the 
internal rules approved by the Board of Directors. Monthly 
reports including actual transaction data are submitted to top 
management for its review. There is few risk of default by 
counterparties because the Companies deal with only highly 
rated financial institutions.

Operating payables and loans are exposed to liquidity risk. The 
finance department makes a funding plan based on reports 
from affiliated companies to manage the liquidity risk.
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(3)  Supplementary explanation of the estimated fair value of 
financial instruments

The fair value of financial instruments is based on their quoted 
market price, if available. Since various assumptions and 
factors are reflected in estimating the fair value, different 
assumptions and factors could result in different fair value. In 
addition, the notional amounts of derivatives in Note 8, 
“Derivative Transactions” are not necessarily indicative of the 
actual market risk involved in derivative transactions.

Estimated Fair Value of Financial Instruments 

Carrying amount of financial instruments on the consolidated 
balance sheet as of March 31, 2010 and estimated fair value are 
shown in the following table. The financial instruments which 
are extremely difficult to measure the fair value are not 
included in the following table. (Please refer to Note 2 below.)

Millions of yen
2010

Assets and liabilities
Carrying 
amount

Estimated
fair value Difference

(1) Cash and bank deposits  ¥13,657 ¥13,657 ¥—
(2)  Notes and accounts  

   receivable-trade  25,236 25,236 —
(3) Investment securities  
         Other securities  2,341 2,341 —

Total assets  ¥41,234 ¥41,234 ¥—
(1)  Notes and accounts payable- 

   trade  ¥13,364 ¥13,364 ¥—
(2) Short-term borrowings  18,400 18,400 —
(3)  Long-term debt-Bonds and Long- 

   term borrowings (including  
   current portion)  20,069 20,060 9
Total liabilities  ¥51,833 ¥51,824 ¥  9

Derivative transactions(*)
(1) Hedge accounting not applied  ¥       — ¥       — ¥—
(2) Hedge accounting applied  103 103 —

Total derivative transactions  ¥     103 ¥     103 ¥—

Thousands of U.S. dollars
2010

Assets and liabilities
Carrying 
amount

Estimated
fair value Difference

(1) Cash and bank deposits  $146,770 $146,770 $  —
(2)  Notes and accounts  

   receivable-trade  271,213 271,213 —
(3) Investment securities  
         Other securities  25,157 25,157 —

Total assets  $443,140 $443,140 $  —
(1)  Notes and accounts payable- 

   trade  $143,624 $143,624 $  —
(2) Short-term borrowings  197,738 197,738 —
(3)  Long-term debt-Bonds and Long- 

   term borrowings (including  
   current portion)  215,675 215,574 101
Total liabilities  $557,037 $556,936 $101

Derivative transactions(*)
(1) Hedge accounting not applied  $         — $         — $  —
(2) Hedge accounting applied  1,104 1,104 —

Total derivative transactions  $    1,104 $    1,104 $  —

(*)  The value of assets and liabilities arising from derivative 
transactions is shown at  net value.

Notes:
1.  Method to determine the estimated fair value of financial 

instruments and other matters related to securities and 
derivative transactions

Assets
(1)  Cash and bank deposits and (2) Notes and accounts 

receivable-trade
Since these items are settled in a short period of time, 
their carrying amount approximates fair value.

(3)  Investment securities
The fair value of stocks is based on quoted market prices.
In addition, please refer to Note 7, “Investment 
Securities: ‘Other securities’ with available fair value” for 
the matter about the possession purpose of securities.

Liabilities
(1)  Notes and accounts payable-trade and (2)Short-term 

borrowings
Since these items are settled in a short period of time, 
their carrying amount approximates fair value.

(3)  Long-term debt-Bonds and Long-term borrowings 
(including current portion)
The fair value of bonds is based on the present value of 
the total of principal and interest discounted by an 
interest rate determined taking into account the 
remaining period of each bond and current credit risk.
The fair value of long-term borrowings is based on the 
present value of the total of principal and interest (*) 
discounted by the interest rate to be applied if similar 
new borrowings were entered into.
(*) For long-term borrowings which are hedged items of 
interest rate swaps that qualify for hedge accounting and 
meet specific matching criteria, it is the total amount of 
principle and interest calculated at swapped rate.

Derivative transactions
See Note 8, “Derivative Transactions”.

2.  Financial instruments for which it is extremely difficult to 
determine the fair value.

Millions of yen
Thousands of
U.S. dollars

2010 2010
Unlisted stocks  ¥2,569 $27,606
Others  0 8
Total  ¥2,569 $27,614
Because no quoted market price is available, it is impossible to 
estimate the future cash flows, and therefore it is extremely 
difficult to determine the fair value, the above financial 
instruments are not included in the above table.

3.  The amounts of financial receivables which will be repaid 
after the balance sheet date

Millions of yen
2010

Due in 
one year 
or less

Due after 
one year 
through 

five years

Due after 
five years 
through  
ten years

Due after 
ten years

Bank deposits  ¥12,676 ¥— ¥— ¥—
Notes and accounts receivables- 
   trade  25,236 — — —

Total  ¥37,912 ¥— ¥— ¥—

Thousands of U.S. dollars
2010

Due in 
one year 
or less

Due after 
one year 
through 

five years

Due after 
five years 
through  
ten years

Due after 
ten years

Bank deposits  $136,224 $— $— $—
Notes and accounts receivable- 
   trade  271,213 — — —

Total  $407,437 $— $— $—

4.  The redemption schedule for long-term debt is disclosed in 
Note 9, “Short-term Borrowings and Long-term Debt.”
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 7. 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 in debt and equity 
securities classified as ‘Other securities’ whose fair values were available, at March 31, 2009 and 2010, are as follows:

Millions of yen
2009 2010

Acquisition
cost

Carrying
amount

Unrealized
gains

(losses)
Acquisition

cost
Carrying
amount

Unrealized
gains

(losses)
Securities with unrealized gain

Equity securities  ¥   490 ¥   768 ¥278 ¥   791 ¥1,133 ¥342
Debt securities  — — — — — —
Other  — — — — — —

Total  490 768 278 791 1,133 342

Securities with unrealized loss
Equity securities  2,182 1,425 (757) 1,883 1,208 (675)
Debt securities  — — — — — —
Other  — — — — — —

Total  2,182 1,425 (757) 1,883 1,208 (675)

Total  ¥2,672 ¥2,193 (¥479) ¥2,674 ¥2,341 (¥333)

Thousands of U.S. dollars
2010

Acquisition
cost

Carrying
amount

Unrealized
gains

(losses)
Securities with unrealized gain

Equity securities  $  8,501 $12,177 $3,676 
Debt securities  — — —
Other  — — —

Total  8,501 12,177 3,676

Securities with unrealized loss
Equity securities  20,231 12,980 (7,251)
Debt securities  — — —
Other  — — —

Total  20,231 12,980 (7,251)

Total  $28,732 $25,157 ($3,575)

Note:  Unlisted stocks are not included in the above table because there were no quoted market prices and it is extremely difficult to 
determine the fair value.

Realized gains and losses on sales of ‘Other securities’ during the year ended March 31, 2009 and 2010 are as follows:

Millions of yen
Thousands of
U.S. dollars

2009 2010 2010

Selling amount  ¥2 ¥6 $67
Gains on sale  0 1 12
Losses on sale  0 — —

Impairment of investment securities
Impairment loss on other securities with available fair value amounting to ¥15 million ($165 thousand) was recorded for the year 
ended March 31, 2010.
The Companies synthetically judge an impairment of investment securities with 30% to 50% by grasping the levels of fair values of 
securities such as the gap between the highest or the lowest fair value of each security and its carrying value. At the same time, the 
Companies evaluate credit risks by studying external credit ratings and various financial ratios based on the published financial 
statements of the issuer.

 6. Cash and Cash Equivalents:
A reconciliation of “Cash and cash equivalents” to the amounts 
disclosed on the balance sheets at March 31, 2009 and 2010 is as 
follows:

Millions of yen
Thousands of
U.S. dollars

2009 2010 2010

Cash and bank deposits  ¥8,047 ¥13,657 $146,770
Time deposits with deposit  
     term of over 3 months  (259) (219) (2,348)

Cash and cash equivalents  ¥7,788 ¥13,438 $144,422
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 8. Derivative Transactions:

(1) There are no derivative transactions outstanding at March 31, 2010 for which hedged accounting has not been applied.

(2)  Summarized below are the notional amounts and the estimated fair value of derivative transactions outstanding at March, 31 
2010 for which hedged accounting has been applied.

Millions of yen
2010

Method of hedge 
accounting

Type of 
derivative 

transactions Hedged items

Notional amount

Fair value

Method of 
calculating the fair 

valueTotal
Maturing after

one year

Principle method

Forward 
exchange 
contracts

Import 
transactions 

and short-term 
borrowings ¥5,369 ¥1,851 ¥103

Price indicated by 
financial 

institutions 

Interest rate swaps 
that meet specific 
matching criteria

Interest rate 
swaps

Long-term 
debt 50 —  (*1) —

Recognition of 
gains and losses on 
foreign monetary 

assets or  
liabilities at a  
preset price

Forward 
exchange 
contracts

Import 
transactions 

and short-term 
borrowings 3,751 — (*2) —

Total ¥9,170 ¥1,851 ¥103 —

Thousands of U.S. dollars
2010

Method of hedge 
accounting

Type of 
derivative 

transactions Hedged items

Notional amount

Fair value

Method of 
calculating the fair 

valueTotal
Maturing after

one year

Principle method

Forward 
exchange 
contracts

Import 
transactions 

and short-term 
borrowings $57,697 $19,892 $1,104

Price indicated by 
financial 

institutions 

Interest rate swaps 
that meet specific 
matching criteria

Interest rate 
swaps

Long-term 
debt 537 —  (*1) —

Recognition of 
gains and losses on 
foreign monetary 

assets or  
liabilities at a  
preset price

Forward 
exchange 
contracts

Import 
transactions 

and short-term 
borrowings 40,311 — (*2) —

Total $98,545 $19,892 $1,104 —

(*1) Fair value is included in the fair value of long-term debt which is hedged item.
(*2) Fair value is included in the fair value of short-term borrowings which are hedged items.
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 9. Short-term Borrowings and Long-term 
Debt:

“Short-term borrowings” at March 31, 2009 and 2010 bore 
interest at annual rates ranging from 1.0% to 5.0% and from 
0.75% to 2.17%, respectively, and were represented generally 
by bank overdrafts or short-term notes maturing at various 
dates within 1 year.

“Long-term debt” at March 31, 2009 and 2010 comprised the 
following:

Millions of yen
Thousands of
U.S. dollars

2009 2010 2010

Loans, principally from banks
   due between 2010 and 2025, 
   with interest rates ranging 
   from 0.3% to 2.7%: 

Secured  ¥  2,716 ¥  3,255 $  34,977 
Unsecured  9,088 9,934 106,759

Unsecured bonds due from September 
   2010 to March 2015, with interest 
   rates ranging from 0.62% to 1.04%: 6,568 6,880 73,939

18,372 20,069 215,675
Less: portion due 
   within 1 year  (7,400) (5,083) (54,623)

Total long-term debt  ¥10,972 ¥14,986 $161,052 

Aggregate annual maturities of long-term debt subsequent to 
March 31, 2010 are as follows:

Year ending March 31
Millions
of yen

Thousands of
U.S. dollars

2011  ¥  5,083 $  54,623
2012  3,804 40,886
2013  6,561 70,506
2014  2,256 24,245
2015 and thereafter  2,365 25,415

¥20,069 $215,675

A summary of assets pledged as collateral against “Short-term 
borrowings” and “Long-term debt” at March 31, 2009 and 2010 
is as follows:

Millions of yen
Thousands of
U.S. dollars

2009 2010 2010
Cash and bank deposits  ¥     65 ¥     66 $     709 
Property, plant and
   equipment  4,642 4,585 49,275
Investment securities  145 175 1,879

 10. Taxes:

Significant components of deferred tax assets and liabilities at 
March 31, 2009 and 2010 are as follows:

Millions of yen
Thousands of
U.S. dollars

2009 2010 2010

Deferred tax assets:
Accrued bonuses  ¥   413 ¥   545 $  5,853 
Allowance for doubtful  
   accounts  116 90 970
Accrued enterprise taxes  123 65 701
Accrued pension and 
   severance costs  692 714 7,675
Accrued retirement benefits 
   for directors and corporate  
   auditors  176 172 1,846
Amount exceeding the limit  
   of depreciation  133 36 390
Unrealized profit on sale of  
   property, plant and 
   equipment  216 210 2,254
Unrealized loss on securities  396 136 1,460
Unrealized profit on sale of 
   inventories  40 40 435
Devaluation loss on 
   inventories  78 30 319
Impairment loss on fixed 
   assets  274 325 3,490
Software  23 14 145
Devaluation loss on  
   investment securities  37 30 320
Accrued social insurance  
   expense  50 71 766
Devaluation loss on golf  
   membership  39 39 415
Tax loss carryforwards  1,944 1,811 19,462
Loss on deferred hedges  93 59 635
Other  57 20 219

4,900 4,407 47,355
Less: valuation allowance  (2,877) (2,455) (26,381)

Total deferred tax assets  2,023 1,952 20,974 

Deferred tax liabilities 
Unrealized gain on securities  (2) (1) (8)

Other  (1) (28) (294)

Total deferred tax liabilities  (3) (29) (302)

Net deferred tax assets  ¥2,020 ¥1,923 $20,672 

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 if approximately 40.6%.

A reconciliation of the differences between the statutory tax 
rate and the effective tax rate for the years ended March 31, 
2009 and 2010 is as follows:

%
2009 2010

Statutory tax rate  40.6 40.6
Add (deduct):

Non-deductible expenses  4.7 2.3
Equalization tax  4.2 3.0
Goodwill on consolidation  1.2 2.2
Equity in earnings of affiliated 
   companies  (0.4) (0.2)
Valuation allowance  25.4 7.9
Other  (1.2) (0.5)

Effective tax rate  74.5 55.3
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 11. Accrued Pension and Severance Costs

“Accrued pension and severance costs” at March 31, 2009 and 
2010 are as follows:

Millions of yen
Thousands of
U.S. dollars

2009 2010 2010

Projected benefit obligations  ¥1,771 ¥1,830 $19,667 
Fair value of plan assets  138 106 1,140

Funded status  1,633 1,724 18,527
Unrecognized actuarial 
   differences  (69) (40) (425)
Accrued pension and 
   severance costs  ¥1,702 ¥1,764 $18,952 

The net periodic pension costs relating to retirement benefits 
for the years ended March 31, 2009 and 2010 are as follows:

Millions of yen
Thousands of
U.S. dollars

2009 2010 2010

Service cost  ¥  98 ¥104 $1,117 
Interest cost  23 23 253
Amortization of unrecognized 
   actuarial differences  (16) (26) (283)

Net periodic pension costs  105 101 1,087

Contribution to defined 
   contribution plan  406 441 4,743

¥511 ¥542 $5,830 

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

2009 2010

Discount rate  1.7 %-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

 12. Investment and Rental Property

The Company and certain consolidated subsidiaries own office 
buildings for rent (including the land) in Tokyo and other 
areas. Profit associated with the investment and rental 
property for the year ended March 31, 2010 was ¥ 348 million 
($3,745 thousand) (with income from rent recorded as non-
operating income, and main expenses for rent recorded as non-
operating expenses), and impairment loss was ¥ 10 million 
($111 thousand) (recorded as extraordinary loss).

The amount recorded on the consolidated balance sheets at 
March 31, 2009 and 2010, the fair value and its method of 
calculation, the major changes during the year are as follows.

Millions of yen

2010

Carrying amount

Balance at 
beginning of 
year

Increase 
(decrease) 
during the year

Balance at end 
of year

Fair value

¥4,301 ¥204 ¥4,505 ¥8,254

Thousands of U.S. dollars

2010

Carrying amount

Balance at 
beginning of 
year

Increase 
(decrease) 
during the year

Balance at end 
of year

Fair value

$46,216 $2,195 $48,411 $88,709

Notes: 
1.  Carrying amount is determined by deducting accumulated 

depreciation from acquisition costs.
2.  Major changes

Increase resulting from the acquisition of buildings for rent 
is ¥232 million ($ 2,492 thousand).
Increase resulting from the acquisition of land for rent is ¥98 
million ($ 1,058 thousand).
Decrease resulting from the depreciation is ¥116 million 
($1,245 thousand).
Decrease resulting from impairment loss on idle property is 
¥10 million ($ 111 thousand).

3. Methods of calculating the fair value
Fair value on the balance sheet date is determined based 
mainly on real estate appraisal reports by external 
appraisers.

 13.  Cost of Sales:

The amount of the devaluation on inventories incurred for the 
year ended March 31, 2010 is gain of ¥413 million ($4,439 
thousand) and included in cost of sales.

 14.  Selling, General and Administrative 
Expenses:

Major components of “Selling, general and administrative 
expenses” for the years ended March 31, 2009 and 2010 are as 
follows:

Millions of yen
Thousands of
U.S. dollars

2009 2010 2010

Freight  ¥3,003 ¥3,141 $33,759 
Salaries  6,424 6,405 68,830
Bonuses  614 791 8,503
Pension and severance costs  324 358 3,850

The aggregate amounts of research and development expenses 
included in selling, general and administrative expenses for the years 
ended March 31, 2009 and 2010 were ¥106 million and ¥76 million 
($816 thousand), respectively.

 15. Lease:

As described in Note 3, finance leases where the lessor retains 
ownership of the leased assets are capitalized from the year 
ended March 31, 2009. Such finance leases contracted on or 
before March 31, 2008 are continuously accounted for as 
operating leases. The Companies charge periodic lease 
payments to income, which amounted to ¥699 million and ¥581 
million ($6,249 thousand) for the years ended March 31, 2009 
and 2010, respectively. If such leases had been capitalized, the 
cost of the leased assets and the related accumulated 
depreciation at March 31, 2009 and 2010 would have been as 
follows:
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Millions of yen
Thousands of
U.S. dollars

2009 2010 2010

Machinery and vehicles  ¥2,311 ¥2,143 $23,032
Other assets  1,078 843 9,059
Accumulated depreciation  (1,872) (2,045) (21,974)
Accumulated impairment loss  (27) (22) (242)

Total  ¥1,490 ¥   919 $  9,875 

Depreciation of the leased assets, computed on a straight-line 
basis over the period of the lease contract, would have been 
¥629 million and ¥517 million ($5,551 thousand) for the years 
ended March 31, 2009 and 2010, respectively.

Future lease payments under the Companies’ finance leases at 
March 31, 2009 and 2010 can be summarized as follows:

Millions of yen
Thousands of
U.S. dollars

2009 2010 2010

Lease payments —
Due within 1 year  ¥   550 ¥436 $  4,691 
Due after 1 year  992 539 5,790

Total  ¥1,542 ¥975 $10,481 

Future lease payments for non-cancelable operating leases as a 
lessee at March 31, 2009 and 2010 were as follows:

Millions of yen
Thousands of
U.S. dollars

March 31 March 31

Future lease payments 2009 2010 2010

Due within 1 year  ¥  32 ¥15 $164 
Due after 1 year  73 29 312

Total  ¥105 ¥44 $476 

 16. Impairment Loss on Fixed Assets:

For the year ended March 31, 2010, the Companies recognized 
impairment loss on the following group of assets.

Use Category Location Impairment loss

Millions
of yen

Thousands
of U.S.
dollars

Shop Goodwill, etc. Food Design Co., Ltd. ¥427 $4,587
Shinjuku-ku,
   Tokyo, Japan, etc.

Idle asset Buildings and Starzen Co., Ltd. 84 906
   structures, etc. Tatebayashi-shi,

   Gunma, Japan, etc.
Shop Buildings and Star Dining 64 688

   structures, etc.    System Co., Ltd.
Chu-o-ku, 
   Tokyo, Japan

Shop Lease assets, etc. San-ei Co., Ltd. 8 84
Minato-ku,
   Tokyo, Japan, etc.

Idle asset Land Starzen Meat  8 80
   Group Co., Ltd.
Ebetsu-shi, 
   Hokkaido, Japan

Shop Other Lohmeyer Sales 1 13
   (equipment, etc.)    Co., Ltd.

Minato-ku, Tokyo, 
   Japan, etc.

Total ¥592 $6,358

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, 2010, the Companies recognized 
impairment losses of ¥592 million ($6,358 thousand) on 
impaired fixed assets, which were accounted for as 
extraordinary loss. They were primarily related to the overall 
deterioration of their business environment.

 17. Contingent Liabilities:

Contingent liabilities for loans guaranteed at March 31, 2009 
and 2010 amounted to ¥3,472 million and ¥4,078 million 
($43,825 thousand), respectively.

 18. Loan Commitment Agreements:

(1) Borrower

In order to procure operating fund efficiently, the Company 
entered into contracts for overdraft and commitment with 16 
banks. These contracts at March 31, 2010 are summarized as 
follows:

Millions
of yen

Thousands of 
U.S. dollars

2010 2010
Limit of overdraft and loan commitment ¥35,190 $378,184
Used portion of credit line 10,142 108,995
Remaining portion of credit line ¥25,048 $269,189

(2) Lender

The Company entered into master agreements for the Starzen 
Cash Management Service (“CMS”) that have set out the 
availability granted among non-consolidated subsidiaries. 
These contracts at March 31, 2010 are summarized as follows:

Millions
of yen

Thousands of 
U.S. dollars

2010 2010
Total availability granted ¥30 $322
Used portion of credit line 0 0
Remaining portion of credit line ¥30 $322
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 19. Supplementary Information for Consolidated Statements of Changes in Net Assets:

(a) Type and number of outstanding shares

For the year ended March 31,2010
Number of shares

  Type of shares

Balance at 
Beginning 

of year
Increase

during the year
Decrease 

 during the year
Balance at 
end of year

Issued stock:
Common stock 87,759,216 — — 87,759,216

Treasury stock:
Common stock 13,130,226 10,460 28,000 13,112,686

Treasury stock increased by 10,460 shares due to the repurchase of shares less than one unit
Treasury stock decreased by 28,000 shares due to transfer upon the exercise of stock options

(b) Dividends

 (1) Dividends paid to shareholders

Date of
approval

Resolution 
approved by

Type of
shares

Amount
(millions 
of Yen)

Amount
(thousands of 
U.S. dollars)

Amount 
per share

(Yen)

Amount 
per share

(U.S. dollars)

Shareholders’ 
cut-off date

Effective 
date

June 26 
2009

Annual
General meeting 
of shareholders

Common 
stock ¥522 $5,614 ¥7.00 $0.08 March 31 

2009
June 29 

2009

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

Date of
approval

Resolution 
approved by

Type of
shares

Amount
(millions
of Yen)

Amount
(thousands of 
U.S. dollars)

Amount per 
share
( Yen)

Amount 
per share

(U.S. dollars)

Shareholders’ 
cut-off date

Effective 
date

June 29 
2010

Annual
General meeting 
of shareholders

Common 
stock ¥523 $5,616 ¥7.00 $0.08 March 31

 2010
June 30
 2010

010_0334001372208.indd   19 2010/09/06   22:28:44



20

 20. Amounts Per Share:

The computation of basic net income per share is based on the weighted average number of shares of common stock outstanding 
during each period. Diluted net income per share is computed based on the weighted average number of shares of common stock 
outstanding during each period after giving effect to the dilutive potential of the common stock to be issued upon the conversion 
of convertible bonds, if any.

Net assets per share are based on the number of shares outstanding at the respective balance sheet dates.

Cash dividends per share represent the cash dividends declared as applicable to the respective period.

yen U.S. dollars

2009 2010 2010
Per share of common stock:
Net income - basic  ¥    7.70 ¥  19.33 $0.21

- diluted  7.70 19.33 0.21
Net assets  304.25 322.46 3.47
Cash dividends  7.00 7.00 0.08

 21. Stock Option Plans:
At March 31, 2010, 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

The number of outstanding stock options and the movements during the year ended March 31, 2010 were as follows:
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 106,000
Vested during the year —
Exercised during the year 28,000
Forfeited during the year —
Outstanding at the end of the year 78,000
Exercise price (yen) ¥190
Exercise price (U.S. dollars) $2.04
Weighted-average market price (yen) ¥269
Weighted-average market price (U.S. dollars) $2.89

 22. Segment Information:
The Companies are engaged predominantly in one industry, the meat business in Japan, which includes breeding, proceeding, 
manufacturing and sale. The amount of other business sales is immaterial. Export sales and operations outside Japan are also 
insignificant.
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 23. Related Party Transactions:
The material transactions and related balances of the Company with an affiliate and a company for which the Company’s directors 
and their close relatives have the majority of right to vote for the year ended March 31, 2010 are as follows:

Category Nature of transaction
Millions 
of yen

Thousands of 
U.S. dollars Account

Millions 
of yen

Thousands of 
U.S. dollars

2010 2010
Affiliate Guarantee of obligation ¥1,874 $20,138 — —
Director and close relatives Deposit of office rental 1 16 Other long-term liabilities ¥96 $1,032

Office rent 91 976 — —

The material transactions and related balances of the Company’s consolidated subsidiaries with companies for which the 
Company’s directors and their close relatives have the majority of right to vote for the year ended March 31, 2010 are as follows:

Category Nature of transaction
Millions 
of yen

Thousands of 
U.S. dollars Account

Millions 
of yen

Thousands of 
U.S. dollars

2010 2010
Director and close relatives Freight forwarder ¥511 $5,489 Accrued expense ¥75 $801 

Office rent 44 468 Other long-term liabilities 18 191
Warehousing 42 456 Accrued expense 4 46
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Report of Independent Auditors
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Board of Directors

Chairman Seiichi Uzurahashi

President Ritsu Akiyama

Director Hiroshi Suzuki

Director Masahiro Nakatsugawa

Director Taisuke Ota

Director Toshiro Yoshioka

Standing Statutory Auditor Toshiro Takao

Standing Statutory Auditor Yoshio Usuki

Statutory Auditor Yusuke Komatsu

Statutory Auditor Terukazu Sugishima
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Starzen Network

Head Quarter
Of�ce
Factory
Subsidiaries
Business Connection

Starzen Kitanihon Sales Co., Ltd.

Starzen Higashinihon Sales Co., Ltd.

Starzen Nishinihon Sales Co., Ltd.

Starzen Minaminihon Sales Co., Ltd.
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